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Changes to form DGT-1/DGT-2 and  
the Indonesian anti-treaty abuse rules 

Recently, the Director General of Taxation (“DGT”) 
has issued a new regulation, PER-25/PJ/2018  
(“PER-25”), that revises the current forms DGT-1  
and DGT-2 and the anti-treaty abuse rules. PER-25  
is applicable as of 1 January 2019 and replaces  
PER-10/PJ/2017.

The most important changes regard administrative 
procedures and should have the effect of simplifying 
compliance. In addition, there are some amendments 
to the anti-abuse and beneficial ownership tests. 
Unfortunately, the new regulation does not provide 
additional clarity on these tests. On the contrary,  
it creates even more uncertainties.

Administrative simplifications

Under PER-25, the current forms DGT-1 and  
DGT-2 are merged into one DGT form.  
Non-Indonesian banks and pension funds, together 
with non-resident taxpayers receiving income 
from the transfer of bonds or stocks traded on the 
Indonesian Stock Exchange, used to submit form 
DGT-2, which has less stringent anti-abuse and 
beneficial ownership tests. Under the new form, 
the banks and pension funds are still subject to less 
stringent tests. However, it seems that the other 
non-resident taxpayers are subject to the full  
anti-abuse and beneficial ownership tests. 

The DGT form no longer includes information 
regarding transactions and the amounts involved.  
The form is valid for a maximum of 12 months, 
without the previous fiscal year limitation. This  
means that foreign taxpayers in principle can submit 

one DGT form for the whole period of validity  
(max. 12 months), even in case of multiple 
withholding agents. The form should be submitted 
electronically to the DGT’s website. The Indonesian 
withholding agent gets a receipt and should attach 
this receipt to the withholding tax return.  

Changes in the substance tests

It seems that in essence the tests remain similar 
to the tests in the previous form DGT-1. However, 
one question was added (Question 6 in Part V): 
“The entity has the same legal form and economic 
substance, either in the entity’s establishment or 
the execution of the transaction”. The exact intention 
of this new question is unclear. Some of the other 
questions, for example the principal purpose test, 
have been amended.

KPMG Comment:

PER-25 and the new DGT form are a 
simplification of the administrative 
requirements and should lead to less 
administrative burden for foreign 
taxpayers. However, some preexisting 
issues have still not been specifically 
addressed. The changes to the substance 
tests create even more uncertainty because 
of a lack of explanations and guidance in 
PER-25.
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