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Expansion of COVID-19 related LST incentive on cars

ETpa'LS:f’gTOT COVID-19 The Minister of Finance (MoF) has recently issued Regulation No.PMK-31! which
::Z?;il HESHEOH expanded the types of vehicles eligible for the Luxury-goods Sales Tax (LST)
incentives previously introduced under PMK-202. Please refer to TaxFlash

DGT issues guidance on N0.06/2021 for discussion on PMK-20.

VAT on land transactions
P2

Expanded eligibility

PMK-31 adds two additional types of motor vehicles that are eligible for the LST

incentive. The types of eligible vehicles are now as follows:

a. Motor vehicle in the category of sedan or station wagon (diesel or semi-diesel)
with a cylinder capacity of up to 1,500 CC;

b. Motor vehicle for the transportation of less than 10 people other than sedan or
station wagon (diesel or semi-diesel) with a cylinder capacity of up to 1,500
CGC;

¢. Motor vehicle for the transportation of less than 10 people other than sedan or
station wagon (diesel or semi-diesel) with one axle drive system, with a
cylinder capacity of more than 1,500 CC up to 2,500 CC; and — new

d. Motor vehicle for the transportation of less than 10 people other than sedan or
station wagon (diesel or semi-diesel) with two axle drive system, with a
cylinder capacity of more than 1,500 CC up to 2,500 CC. — new

The local content requirement was also reduced. To be eligible, the motor
vehicles mentioned above now must meet 60% (previously 70%) local purchase
requirements (i.e. the use of component from domestic production). The motor
vehicles that currently fulfil this requirement are listed in the Ministry of Industry
Decree No0.839 Year 2021, which currently has 29 items in the list.

1 MoF Regulation No.31/PMK.010/2021 (PMK-31) dated and effective from 1 April 2021
2 MoF Regulation No.20/PMK.010/2021 (PMK-20) dated and effective from 26 February 2021
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The current LST rate under GR-222 for the above motor vehicles are 30%, 10%,
20%, and 40%, respectively for point (a), (b), (c), and (d). This may change upon
the entry into force of GR-73% on 15 October 2021 to replace GR-22.

Facility

The facility in the form of LST borne by the Government are as follows:
a. for vehicle type point (a) and (b) above:

e 100% of the LST payable for April to May 2021 tax period,;

e 50% of the LST payable for June to August 2021 tax period; and

o 25% of the LST payable for September to December 2021 tax period.
b. for vehicle type point (c) above:

e 50% of the LST payable for April to August 2021 tax period; and

e 25% of the LST payable for September to December 2021 tax period.
c. for vehicle type point (d) above:

o 25% of the LST payable for April to August 2021 tax period; and

e 12.5% of the LST payable for September to December 2021 tax period.

Other requirements

The administrative requirements mainly remain the same as under PMK-20, but
an additional item was added as part of the realisation report, i.e. a detailed list of
certain motor vehicles submitted twice for each tax period with a format stipulated
in the regulation.

DGT issues guidance on VAT on land transactions

The Directorate General of Taxes (DGT) issued Circular Letter No.SE-28°
regarding Value Added Tax (VAT) on land and crediting Input VAT on land
acquisition. For the most part, the content of SE-28 elaborates the VAT treatment
on land under existing and former regulations. However, it is worth mentioning
that SE-28 provides affirmation on several points as set out below.

VAT imposition on land procurement by Government agency

The delivery of land by VATable Entrepreneur (Pengusaha Kena Pajak/PKP) to
Government agencies in the context of land procurement is subject to VAT. The
VAT payable is collected by the PKP who delivers the land to the Government
agency. Therefore, the PKP has the obligation to prepare the VAT invoice, pay to
the State Treasury and report the VAT payable in Monthly VAT Return.

Crediting of Input VAT on land acquisition during pre-production stage

a. Prior to the enactment of the Job Creation Law (Omnibus Law)
Prior to the enactment of the Omnibus Law, the creditability of Input VAT on
land acquisition during pre-production stage may vary depending on whether
the land serves as a capital good or a non-capital good.
If the land serves as a capital good, the Input VAT can be credited as long as

it relates to the VATable delivery of goods or services. This is the case despite
the fact that land cannot be depreciated under the Income Tax Law.

3 Government Regulation No.22 Year 2014 (GR-22) dated on 19 March 2014 and effective from 18 April 2015 as
an amendment of Government Regulation No.41 Year 2013

4 Government Regulation No.73 Year 2019 (GR-73) dated on 16 October 2019 and effective from 15 October 2021
5 Circular Letter No.SE-28/PJ/2021 (SE-28) dated and effective from 19 March 2021
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On the other hand, if the land serves as a non-capital good, such as in the
case of land for trading purposes in the real estate industry, the Input VAT
cannot be credited during pre-production stage.

b. After the entry into force of the Omnibus Law
Under the Omnibus Law, Input VAT on land acquisition during pre-production

stage can be credited, regardless of whether the land is a capital good or non-
capital good, as long as it is related to a VATable delivery.
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