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To deal with global economic uncertainties that affect 
the performance of the domestic economy, the 
Indonesian Government is assessing the formulation 
of a more healthy budgetary policy to encourage 
economic growth within the country. 

The dynamics of the economy have shown a 
negative trend in Rupiah currency depreciation rates 
driven by several factors, including the strengthening 
of the US dollar against almost all currencies around 
the world.

To address these issues, investment policy 
improvement is needed as a strategic move to 
help rectify them.  One of the policies used by 
the Indonesian Government is the “Tax Holiday” 
initiative, to encourage both foreign and domestic 
investment in industries that have extensive linkages, 
value-added and high externality, introduce new 
technology and have a strategic value for the national 
economy.

To increase investment, particularly in the pioneer 
industries, the Government, in this case the Minister 
of Finance (“MoF”), has renewed the Tax Holiday 
policy, by replacing the 2011 Tax Holiday (MoF 
Regulation No. 130/PMK.011/2011/“PMK-130/2011”, 
as amended in October 2014 by MoF Regulation  
No. 192/PMK.011/2014) with MoF Regulation  
No. 159/PMK.010/2015 (“PMK-159/2015”) which 
became effective 18 August 2015 (the “2015 
Tax Holiday”) with more relaxed and simplified 
administration terms provided to obtain the facility.

I. Criteria

1. “Eligible Entities” that can apply for the 2015 
Tax Holiday are companies and permanent 
establishments (“PEs”) established on and after  
15 August 2011; 

2. Eligible Entities’ business activities must be 
classified as in a Pioneer Industry;

3. Eligible Entities’ investment plan amounts must be 
for at least IDR 1 trillion (approximately USD 71.4 
million).  For the telecommunications, information 
and communication industries introducing high 
technology, the investment plan amount must be 
at least IDR 500 billion (or approximately USD 35.7 
million); 

4. The Debt to Equity Ratio (“DER”) of Eligible 
Entities must meet the MoF debt to equity ratio 
requirement for income tax purposes, i.e., 4:1  
(see our Tax News Flash October 2015); and

5. Eligible Entities must provide a commitment letter 
to keep at least 10% of the approved investment 
plan amount in an Indonesian bank/banks  
(the “Initial Deposit”). 

Please note that:

• The Initial Deposit must be made within 7 days  
     after the 2015 Tax Holiday application is  
     approved by the MoF; and

• The Initial Deposit cannot be withdrawn until  
     the complete execution of the investment plan  
     amount.

Pioneer Industries

Unlike the 2011 Tax Holiday, the 2015 Tax Holiday 
has more clearly defined and expanded the list of 
acceptable Pioneer Industries:

• Under the 2011 Tax Holiday, there were 5 industries 
within the scope of Pioneer Industries:

1. Basic metals;

2. Petroleum refining and/or organic basic  
    chemicals derived from petroleum and natural  
    gas;

3. Industrial machinery;

4. Renewable resources; and

5. Telecommunications equipment.

This 2015 Tax Holiday Availability News Flash provides information regarding 
income tax incentives provided by the Indonesian Government to eligible 
entities in certain Pioneer Industries that are currently available.
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• For the 2015 Tax Holiday, the list of Pioneer 
Industries includes the industries listed above, 
except for renewable resources which are no 
longer considered as a Pioneer Industry, and adds 
the following industries:

1. Processing agricultural, forestry and fishery   
    products manufacturers;

2. Marine transportation;

3. Processing that is a main industry in a Special  
    Economic Zone; and

4. Economic infrastructure, other than those  
    applying the cooperation between the  
    Government and Enterprises (“KPBU”) scheme.

II. Granted Facilities

The 2011 Tax Holiday was granted in the form of a 
Corporate Income Tax (“CIT”) exemption for a period 
between 5 years to 10 years from the approved 
Commercial Production Commencement and could 
be extended at the discretion of the MoF (“2011 Tax 
Holiday Facility”). 

The 2015 Tax Holiday granted to Eligible Entities 
is in the form of corporate income tax reductions 
for a period between 5 years to 15 years, from the 
approved Commercial Production Commencement, 
which can be extended for up to 20 years, at the 
discretion of the MoF considering the national 
interest (“2015 Tax Holiday Facility”): 

1. CIT reduction of 10% to 100%; and

2. 50% reduction for telecommunications, 
information and communication Eligible Entities 
introducing high technology that have a minimum 
investment plan amount of IDR 500 billion. 

III. Commencement of use of facilities

The Entities that obtain 2015 Tax Holiday Facility 
approval (“Approved Entities”) can start utilizing 
the 2015 Tax Holiday Facility upon approval by the 
Directorate General of Taxation (“DGT”) confirming:

1. Commencement of commercial production;

2. The realization of the approved investment plan 
amount; and 

3. The actual business/industry is classified as a 
Pioneer Industry.

Commercial production is deemed to start when the 
first production is sold to market and/or used by the 
Approved Entities for further production process.

IV. Application procedures 

1. For the 2011 Tax Holiday process, Eligible Entities 
submitted their proposals to the Ministry 
overseeing the particular industry concerned or 
to the Chairman of the Investment Coordinating 
Board (“BKPM”).  

   In the 2015 Tax Holiday scheme, Eligible Entities 
submit their applications only to the Chairman 
of BKPM, in accordance with the “One Stop 
Services” policy, and attach the following 
documents:

a. Tax ID card;

b. New Capital Investment Approval by the  
    Chairman of BKPM;

c. Original letter of commitment regarding the  
    Initial Deposit, and

d. Fiscal clearances (except for State-Owned  
    Enterprises and Indonesian publicly-listed  
    companies).

2. Prior to submission of its recommendation to 
MoF, BKPM, in coordination with other relevant 
Ministers, must:

a. Ensure that the proposed industry is classified  
    as a Pioneer Industry; and

b. Analyze the following:

i. Availability of infrastructure and the Entity’s  
     contribution to develop the infrastructure in  
     the investment location;

ii. Use of local manpower;

iii. Fulfillment of Pioneer Industry criteria; and

iv. Clear and concrete plan on the transfer of  
      technology.

Please note that the availability of a “tax sparing 
rule” in the investor’s home country or in the tax 
treaty between Indonesia and the investor’s home 
country required previously by PMK-130/2011 is no 
longer required by PMK-159/2015.

3. Upon receiving the proposal from BKPM, MoF 
will ask a Verification Committee, which will be 
established by the MoF, to verify the request. Final  
approval will be issued by the MoF and there is no 
need to consult with the President.

4. The proposal for 2015 Tax Holiday Facilities must be 
submitted by BKPM to MoF within 3 years after  
16 August 2015, the effective date of this 
regulation.

V. Prohibitions

The Approved Entities are not allowed to:

1. Import or purchase used assets as part of the 
approved investment amount realization;

2. Conduct businesses other than the approved 
Pioneer business as their main businesses;

3. Transfer any approved assets (which are part of the 
approved investment amount) unless the assets 
are replaced with more productive assets; 

4. Transfer the ownership of the Approved Entities, 
unless transferred to other taxpayers that have 
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obtained tax clearances or transferred through a 
“go public” process.

5. Relocate their investment to other provinces in 
Indonesia or overseas within 5 years after the 
Approved Tax Holiday Period; or

6. Change any accounting policies to shift profit or 
loss, including the recognition method of income 
and/or expenses, depreciation calculation method 
and inventory valuation, until 5 years after the end 
of the Approved Tax Holiday Period.

Should the Approved Entities fail to comply with the 
above provisions, the 2015 Tax Holiday facility will be 
revoked.

VI. Revocation of licenses

The 2105 Tax Holiday will also be revoked if:

1. When commercial production starts, the realized 
investment amount is less than the approved 
investment amount;

2. The Initial Deposit has not been placed and/or the 
Initial Deposit has been withdrawn prior to the 
realization of the approved investment amount;

3. Based on an audit, an Approved Entity has misused 
the Tax Holiday facilities for tax avoidance, such as 
conducting transfer pricing transactions not on an 
arm’s length basis.

VII. Other provisions

1. If the Tax Holiday application is rejected, another 
facility, i.e., a Tax Allowance facility, can be granted, 
if the business of the applicant is included in the 
allowed businesses stipulated in Government 
Regulation No. 18/2015 on tax allowances.

2. Entities that have been granted a Tax Allowance 
facility cannot apply for the 2015 Tax Holiday 
scheme and vice versa.

3. All Approved Entities must:

a. File periodic reports with the DGT and the  
     Verification Committee regarding the use of the  
     Initial Deposit, audited investment plan amount  
     realization and  production realization.

b. Submit to the DGT all related party transactions  
     information.

Should Approved Entities fail to submit these 
reports or the information required, the 2015 Tax 
Facility will be revoked.

4. If the Approved Entities are export-oriented 
companies and conduct transactions with related 
parties, they must file a request for an Advanced 
Pricing Agreement (“APA”) in accordance with the 
prevailing APA regulations; otherwise the 2015 Tax 
Holiday will be revoked.

5. Only income derived from the approved main 
business activities are subject to the Tax Holiday 

facility (no deduction or withholding of income 
tax).  All other income remains subject to the 
normal deduction and/or withholding of income tax 
treatment.

6. The Approved Entities remain liable for withholding 
tax obligations with regard to its payments. 

7. Income not entitled to the 2015 Tax Holiday facility 
that is subject to normal tax treatment consists of:

a. Gain on sales or transfer of assets other than  
    the main products;

b. Receiving a tax refund that has been previously  
    expensed;

c. Interest income, including premiums, discounts  
    and compensation for debt repayment  
    guarantees;

d. Dividend income in whatever name and form,  
     including dividends from insurance companies  
     to an insurance policy holder;

e. Royalty income or similar compensation for the  
     use of a right;

f. Rental and other income for the use of assets;

g. Gain on debt written off;

h. Gain on asset revaluations;

i. Additional net worth sourced from income that  
    has not been taxed, and

j. Interest income in relation to a dispute with the  
    DGT.

8. All Approved Entities must maintain separate 
books and records (in relation to income and 
expenses) for its approved activities and other 
activities. In the case of mutual expenses that 
cannot be separated, these expenses must be 
allocated proportionately between those types  
of income.

It appears that the Government is aware of 
the limited numbers of Indonesian companies 
that can qualify for Tax Holiday facilities and it 
is trying to streamline the process to obtain 
this facility as well as expand the number of 
industries that can qualify for it.  

This is an important move by our Government 
to attract more applicants, especially for 
investors that engage in high technology 
businesses.

We are eager to see the number of approvals 
for the 2015 Tax Holiday facility to be 
issued by the Government and the related 
investment commitments. 
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