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Tax Office participation in PSC Joint Audits
Antonius Sanyojaya

Pursuant to a Memorandum of Understanding (MoU) entered into between SKK Migas (formerly 
BP Migas), BPKP and the Directorate General of Taxes (DGT), Joint Audits by these bodies have 
been carried out on all operational PSCs and non-producing PSCs with an approved Plan of 
Development (PoD) since April 2012. A number of these audits have now extended beyond the 
initial audit timeframe and a number of draft and final Joint Audit Reports have now begun to 
issue. So what have we learned?

This is the first systematic DGT audit of PSCs meaning that many PSCs are experiencing a 
DGT tax audit for the first time. Given the operation of the uniformity principle (i.e. where 
deductibility is driven by cost recovery administered by BPKP) the DGT has been primarily 
focused on transactional taxes (e.g. withholding taxes (WHT) and VAT). 
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Common issues raised by the DGT to date 
include:

a) General reconciliations between the 
financial reports and the monthly tax 
returns – the DGT is often requesting an 
explanation of discrepancies between the 
“accounts” and the tax objects disclosed in 
the monthly WHT and VAT returns. Whilst 
this type of request is common with general 
taxpayers, this can be challenging for PSC 
entities as their financial data may be 
limited to their financial quarterly reports. 
Completing these reconciliations can be 
very time consuming. 

b) “Head office” overhead allocations - since 
1998, Article 26 WHT and Self-Assessed 
VAT on head office overhead allocations 
has been (effectively) exempted via DGT 
Letter S-604. Although the DGT appears 
to be still accepting S-604, the challenge 
appears to have shifted to satisfying the 
DGT as to the nature of the charge and 
which entity(s) constitute the “head 
office”. This also seems to remain a point 
of difference between the DGT and SKK 
Migas. 

c) Benefits in Kind (BiK) – BPKP/SKK 
Migas often seem to have a different view 
on BiK costs on spending not excluded 
by GR79. SKK Migas often allows cost 
recovery (meaning deductibility under the 
uniformity principle). However the DGT 
is of the view that once deductible, even 
via cost recovery, this creates an Article 21 
Employee WHT liability due on the grossed 
up value of the benefit. 

The overall experience is that the DGT is 
being very thorough in its tax audits but 
its knowledge of PSC issues can impact the 
findings and the volume of data requested. 
This can lead to requests for information 
outside the scope of the PSC activities. 
PSCs should consider how they respond to 
information requests carefully.

As with all tax audits taxpayers should 
however still do as much as possible to 
eliminate audit findings at the draft/temporary 
findings stage. This can help avoid protracted 
Objection and Appeal procedures.
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PSC Transfers – what do we know after two years?

Antonius Sanyojaya

In late 2010 Government Regulation No.79/2010 
(GR-79) was issued and included a tax on PSC 
transfers. One year later MoF Regulation No.257/
PMK.011/2011 (PMK-257) was issued and 
stipulated that PSC transfers are also subject 
to branch profit tax (BPT). The procedures for 
reporting PSC transfers, and samples of the 
calculation for BPT, were also included in PMK-257.

However it is now becoming clear that PMK-257 
does not cater for many deal structures arising in 
practice. We have seen a number of transactions 
where an interpretation beyond PMK-257 may be 
needed to work out the likely tax implications.  

For example, clarity is required in the following 
areas:

a) “Distant” PSC transfers: what is the range 
of Indonesia’s ability to tax share transfers 
especially where the scope falls outside 
Indonesian natural tax coverage (essentially 
rules on GR-79’s tracing power)?

b) Where Indonesia does have taxing rights, how 
should the BPT be accounted for and which 
treaties can be relied on for protection (bearing 
in mind that BPT is ultimately a tax cost for the 
vendor entity)?

c) Is a group restructuring (i.e. with no change of 
control and therefore no requirement for SKK 
Migas approval) really meant to be taxed in all 
circumstances?

d) Domestic indirect PSC transfers: if an indirect 
PSC interest is transferred via a sale in another 
Indonesian entity, does PMK-257 override the 
normal income tax due on gains arising from 
the share sale?  

e) Carry arrangements: when does a carry 
provided by a buyer as part of the farm-out 
constitute compensation for the PSC transfer? 
Is this outcome subject to whether the carry 
is repaid? Is there “consideration” where the 
buyer simply takes an interest in an existing cost 
pool?

f) Contingent payments: when is a contingent 
payment subject to tax? Is it when the deal is 
agreed (i.e. when the PSC is transferred) or 
when the contingent payment is realised? 

g) Calculation of profits: what is the cost base in 
calculating the profits for BPT purposes? Should 
it follow cost recovery rules under the PSC or 
normal taxation rules? Can finance costs be 
included?

These and many other issues continue to make 
compliance with GR-79 very challenging.
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Anthony Anderson

Update on BI regulation on export revenue – 
coverage under PBI 14 and cooperation from 
PSC companies

As an acknowledgement from the Bank of Indonesia (BI) that PBI No. 13/20/PBI/2011 on Export 
Revenue Receipts (PBI 13) raised questions amongst exporters, in December 2012 the BI issued 
replacement regulation PBI No.14/25/PBI/2012 (PBI 14). Through PBI 14 the BI also supervises 
export revenue and the withdrawal of foreign debt in order to optimise the benefit of export 
proceeds in the domestic market.

The regulation states that all Indonesian export revenue received in a foreign currency must be 
reported to the BI and all non-cash amounts must be deposited in a bank which is licensed by 
the BI to conduct foreign currency business, known as a foreign exchange bank or Bank Devisa.  
When repaying foreign currency debts, companies must similarly use a Bank Devisa and report 
transactions to the BI.

PBI 14 seems to provide more clarity and flexibility in respect of the reporting timeframe and 
increases the maximum discrepancy allowed between the export revenue received and the 
customs documentation (PEB) to IDR50 million. Discrepancies greater than IDR50 million 
require a written explanation and supporting documentation. 

A summary comparison between PBI 14 and PBI 13 is given in the table below.

No. Description PBI 13 PBI 14

1

Obligation to deposit 
export proceeds in a 
"Foreign Exchange Bank" 
(Bank Devisa) in Indonesia

Applicable for all export 
proceeds

Applicable for all export proceeds except 
cash or government export revenue received 
directly through BI (exporters need to report 
cash paytments > $US10,000 directly to BI)

2
Timeframe in which export 
proceeds must be received 
in the Bank Devisa account

90 days after the PEB 
issuance date

End of the 3rd month after the PEB issuance 
month, or the next working day if the due date 
falls on a public holiday.

3

Submission of the PEB 
information to the Bank 
Devisa for reporting to BI 
(or submission direct to the 
BI for cash payments)

 – No minimum 
threshold

 – 3 working days after 
the export proceeds 
are received in the 
Bank Devisa account

 – Export proceeds > US$10,000
 – on the 5th of the month following the 

month the export proceeds are received in 
the Bank Devisa account (or on the 5th of 
the month after the PEB issuance month if 
payment terms are 3 months or longer or if 
payment is received in cash)

4

Threshold for written 
explanation of 
discrepancies between the 
amount received and the 
amount stated in the PEB

IDR 10 million IDR50 million

5 Penalty for non-compliance

0.5% of the export 
proceeds up to a 
maximum of IDR100 
million. IDR10 milion 
minimum applies.

0.5% of the export proceeds up to a maximum 
of IDR100 million. No minimum amount.
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As a transitional provision, export revenue 
received in 2012 (based on the PEB date) should 
be repatriated back through a Bank Devisa within 
six months. This means that the latest date on 
which to repatriate revenue for PEBs issued in 
2012 will be 30 June 2013. PBI 14 also requires 
that export revenue paid through an offshore 
trustee must be similarly repatriated by 30 June 
2013. Such trustee arrangements typically apply 
to piped gas sales and LNG exports.

Particularly within the oil and gas sector, there 
are concerns that the request for compliance 
with PBI 14:

a) breaches the “contract sanctity” of PSCs 
which state that Contractors have the right 
to freely lift and export their production 
share and to retain the proceeds of any sale 
abroad;

b) could potentially reduce cash liquidity 
for PSC and thus affect or slow new 
development activities (e.g. capex 
commitments);

c) could affect the trustee paying agent 
mechanism for gas/LNG sales and any 
associated financial covenants; and

d) could be subject to subsequent “refinements” 
or requirements on the minimum period of 
deposits and/or mandatory conversion of 
deposits to rupiah. 

While non-compliance could result in the 
suspension of export activity, there has been 
no further clarification provided by the BI or 
other authorities (i.e. SKK Migas or the Ministry 
of Energy and Mineral Resources) on matters 
surrounding the requirement to use a Bank 
Devisa (although there have been statements in 
the media that keeping export revenue in a Bank 
Devisa for one day would satisfy the regulation). 
In the midst of this, some PSC companies have 
been reported as complying with PBI 14.

PwC Indonesia will provide further information 
as it becomes available. 
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Oil and Gas Sector Tax and Regulatory Update

Special Working Unit on 
Upstream Oil and Gas Activities 
established 

Anthony Hodge 

In our NewsFlash No.46/2012 we discussed the 
dissolution of BP Migas and the establishment of 
the temporary working unit (SKSP Migas) based 
on Presidential Regulation No.95/2012 and the 
decrees issued by the Minister of Energy and 
Mineral Resources (MoEMR).

On 10 January 2013, the President issued 
Presidential Regulation No. 9/2013 establishing 
the Special Working Unit on Upstream Oil and 
Gas Activities (SKK Migas) to replace SKSP 
Migas. The personnel originally employed by 
BP Migas and subsequently by SKSP Migas have 
now been transferred to SKK Migas.

According to the Presidential Regulation, the 
role and management of the upstream oil and 
gas sector by SKK Migas will be overseen by 
a supervisory body consisting of the Minister 
and the Deputy Minister of Energy and Mineral 
Resources, the Deputy Minister of Finance and 
the Head of the Investment Coordinating Board 
(BKPM).

We do not expect the switch from the temporary 
working unit to the special working unit to bring 
about significant changes in the management 
of the upstream oil and gas sector by the 
Indonesian Government in the short term. 
However it is clearly stated that the authority of 
SKK Migas will be in place up until the issuance 
of a new oil and gas law. Therefore it appears 
any regulations as part of plans to change 
the oil and gas law will again need to revisit 
the appointment and role of the oil and gas 
regulatory body.

Natural gas not subject to 
Value Added Tax 

Tjen She Siung

On 28 December 2012 the Minister of Finance 
issued Regulation No. 252/2012 (MoF 252) 
exempting certain types of natural gas supplies 
from VAT. These include natural gas transported 
through pipelines, Liquefied Natural Gas (LNG) 
and Compressed Natural Gas (CNG). Liquefied 
Petroleum Gas (LPG) in cylinders and on sale 
direct to the public remains subject to 10% VAT. 

Two weeks earlier, the Indonesian Fiscal Policy 
Body published a policy on the MoF website 
recommending that natural gas (other than LPG) 
be formally made non-VATable. The document 
explained that various VAT treatments on the 
delivery of natural gas had been adopted by 
taxpayers in the past. For instance, the supply of 
CNG and LPG was often treated as VATable while 
the delivery of LNG and natural gas through 
pipes by the State Gas Company (Perusahaan Gas 
Negara/PGN) was treated as non-VATable. 

The Indonesian Fiscal Policy believed that its 
clarification should encourage the use of gas 
rather than oil. Moreover, if the LNG, CNG and 
natural gas transported through pipelines were 
VATable the result would be a significant VAT 
restitution for taxpayers because the majority of 
gas was exported.

MoF 252 was subsequently issued and the 
content is consistent with the recommendation 
provided in the policy paper.  

As natural gas is now formally exempt from 
VAT, taxpayers engaged in the production of 
“processed” natural gas, such as LNG and CNG, 
could bear additional costs because the VAT paid 
on their supplies (including capital goods) will 
no longer be creditable. (The issue does not arise 
however if the taxpayer is a PSC entity entitled to 
a VAT reimbursement.) 
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Import VAT “exemption” 
during exploitation phase 

Oil & Gas and Geothermal

Alexander Lukito

On 2 April 2013, Minister of Finance (MoF) 
issued Regulation No.70/PMK.011/2013 (MoF-
70) providing a general VAT “exemption” (i.e. 
VAT not collected) on the import of goods for the 
upstream oil & gas and geothermal businesses. 
The exemption applies to imports carried out 
during both exploration and exploitation phases 
and so answers industry concern over the 
previous MoF Regulation No.27/2012 (MoF-
27) which seemed to limit the exemption to the 
exploration phase (see our May 2012 EU&M 
NewsFlash Issue No.44).

In summary:

a) the Regulation amends MoF-27, meaning 
that the import VAT exemption applies 
to PSCs signed after Oil & Gas Law 
No.22/2001 and to the “new” Geothermal 
IUPs. “Old” PSCs should still qualify for 
exemptions under MoF Regulation No.20/
PMK/010/2005 and geothermal activities 
under the old JOC framework should 
qualify for exemptions under MoF Decree 
No.766/1992;

b) MoF-70 inherits the “harmony” between the 
import VAT exemption and the import duty 
exemption provided under MoF Regulation 
No.177/2007 (MoF-177). However, some 
issues have arisen:

i) MoF-177 provides an import duty 
exemption for both exploration and 
exploitation activities but is restricted 
to three types of goods (i.e. those not 
locally produced, or not locally produced 
to the required specifications or in 
sufficient quantity).

Article 4 of MoF-70 requires that these 
three criteria apply for goods imported 
during the exploration phase only but 
is silent on whether the same criteria 
applies during exploitation. 

ii)  Similar to MoF-27, MoF-70 is unclear 
as to whether the facility applies to 
imported goods subject to 0% import 
duty (rather than an exemption) as 
stipulated under MoF Regulation 
No.179/2007 (i.e. for drilling platforms 
and submarine production facilities).
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Tax Update

MoF Regulation No.194/PMK.03/2012

On 6 December 2012, the MoF issued Regulation 
No.194/PMK.03/2012 (MoF 194) regarding the 
procedures for collecting, remitting and reporting 
sales tax, value added tax (VAT) and sales tax 
on luxury goods (STLG). The regulation is only 
applicable to first generation CCoW companies, 
which are required to collect, remit and report sales 
tax at 2.5% (from the sales amount) on certain 
services listed in Appendix 1 of MoF 194. One of 
these CCoW companies is specifically required to also 
collect sales tax on the procurement of goods (the list 
of the goods is provided as Appendix 2 of MoF 194).

Vendors are not required to charge VAT to these 
companies, but are still required to issue a VAT 
invoice, which is stamped with the statement “VAT/
STLG is not collected pursuant to MoF 194”. 

MoF 194 does not deal with the existing VAT/royalty 
offset issues involving the first generation CCoW 
companies, which have been outstanding for over ten 
years. 

MoF Regulation No.238/PMK.03/2012

On 26 December 2012, the MoF issued Regulation 
No. 238/PMK.03/2012 (MoF 238) regarding the 
timing of VAT invoices for specified types of VAT-able 
goods.

Under MoF 238, taxpayers delivering these types of 
VAT-able goods are allowed to issue VAT invoices up 
until the time when the revenue calculation from the 
transaction is considered to be final. A VAT invoice 
should be issued if the taxpayer receives an advance 
payment (e.g. a downpayment) from customers. 

Based on the definition provided in MoF 238, the 
criteria for the specified VAT-able goods may include 
mining products (if they are subject to VAT) and 
mining concentrate products that contain certain 
minerals and chemicals.

MoF Regulation No. 39/PMK.011/2013

On 27 February 2013, the MoF issued Regulation 
No. 39/PMK.011/2013 (MoF 39) regarding the 
withholding tax (WHT) obligations of CoW and 
CCoW companies. MoF 39 requires that CoW and 
CCoW companies apply WHT (which should include 
Articles 4(2), 15, 23 and 26 WHT) based on the tax 
regulations prevailing when the WHT obligation 
arises. MoF 39 is effective 60 days after its issue date.

While the issue of MoF 39 appears to provide 
certainty to CoW and CCoW companies regarding 
their WHT obligations, there remain questions as to 
whether MoF 39 can override the tax provisions of 
the CoW/CCoW. For additional information, please 
refer to our Tax Flash No. 06/2013.  

Regulatory Update

MoEMR Regulation No.24/2012 

On 8 October 2012, the MoEMR issued Regulation 
No.24/2012 (MoEMR 24) as an amendment to 
MoEMR Regulation No.28/2009 (MoEMR 28) 
regarding mining services businesses.

The key changes in MoEMR 24 are as follows:

a) MoEMR 24 provides further details of the 
types of services included as non-core mining 
services, as listed in Appendix 1B of the 
Regulation;

b) mining rights (IUP/IUPK) holders are no longer 
required to perform processing and refining 
activities on their own (as was previously 
required under MoEMR 28). However, this 
does not necessarily mean that in-country 
processing is not required;

c) for underground mining, IUP/IUPK holders 
can outsource the construction of the mines 
to a mining services company specialized in 
tunneling work;

d) IUP/IUPK holders can use equipment owned by 
the mining services company through a rental 
mechanism;

Ali Mardi

Mining Sector Tax and Regulatory Update
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e) the qualification of mining service enterprises 
is now divided into three categories, i.e. 
small, medium and large enterprises (under 
MoEMR 28 it was divided into small and large 
enterprises);

f) the mining services licence is valid for five 
years (previously three years);

g) mining services licence holders are required 
to “prioritise” local products, labour and sub-
contractors (under MoEMR 28 the holders 
were required to “use” them).

MoFr Regulation No. P.14/Menhut-II/2013

On 25 February 2013, the MoFr issued Regulation 
No. P.14/Menhut-II/2013 (MoFr 14) as the latest 
amendment to MoFr Regulation No. P.18/Menhut-
II/2011 regarding the guidelines on Borrow and Use 
Permits (Izin Pinjam Pakai) for Forestry Areas. MoFr 
14 is effective from its issue date.

The key change which has an impact on the mining 
industry (covering the oil and gas, mineral, coal and 
geothermal sectors) is that an Izin Pinjam Pakai can 
no longer be granted to IUP/IUPK holders whose 
areas overlap with production forest areas where 
forestry timber concessions already exist. The 
specified production forest areas are: 

a) timber ecosystem restoration concession areas; 
and

b) logging or industrial timber concession areas 
that are allocated as a protected area or as a 
buffer zone that borders protected forest or 
conservation areas.

This change should not affect existing mining 
activities that have already been granted an Izin 
Pinjam Pakai for exploitation activity. Existing Izin 
Pinjam Pakai will remain valid until expiry, but may 
not be extended.

MoEMR Regulation No.644.K/30/DJB/2013 

On 21 March 2013, the MoEMR issued Regulation 
No. 644.K/30/DJB/2013 (MoEMR 644) as an 
amendment to MoEMR Regulation No.999.K/30/
DJB/2011 (MoEMR 999) regarding the determination 
of cost adjustments to the coal benchmark price 
(Harga Patokan Batubara/HPB).

The key changes are as follows:

a) the basis for the calculation of Non-Tax State 
Revenue (royalties) for IUP and IUPK holders 
that own or use port facilities is determined at 
the Free on Board (FoB) barge or vessel point, 
depending on the type of transportation used;

b) the basis for the calculation of royalties for IUP 
and IUPK holders using trucks and railways for 
sales within an island is determined at the stock 
pile facility of the plant owned by the end user;

c) additional costs can be deducted from HPB in 
calculating coal sales royalties using the FoB 
barge point (i.e. insurance costs) and for coal 
sales within an island (i.e. transhipment costs);

d) where coal sales are based on Cost Insurance 
Freight (CIF) or Cost and Freight (C&F) terms, 
IUP/IUPK holders are obliged to state the FoB 
vessel price, whereas the price for CIF or C&F 
point of sale follows the agreement between 
IUP/IUPK holders and end users;

e) if the coal sales cover a land distance of more 
than 100 kilometres (previously more than 200 
kilometres) between the IUP area and the FoB 
point of sale, IUP/IUPK holders can request an 
evaluation of the coal price, for the purpose 
of calculating royalties, from the Directorate 
General of Minerals and Coal;

f) IUP/IUPK holders are required to prioritise 
the use of Indonesian transportation and 
transhipment services, as well as national 
insurance companies.

Industry update 

a) The renegotiation process of existing CoWs/
CCoWs has not yet been finalized. We 
understand that the latest proposal from the 
Government is to amend the existing contracts 
to follow the prevailing tax regulations, except 
for the corporate income tax rate, which will 
remain at the rate stated in the contracts. 

b) The Fiscal Policy Body is working on a draft 
Government Regulation regarding the income 
tax treatment applicable to the mining sector, 
in line with Article 31D of the Income Tax Law. 
This new regulation, when issued, will have a 
direct effect on IUP/IUPK companies and CoW/
CCoW companies if they follow the prevailing 
Income Tax regulations as opposed to the tax 
provisions under the contracts. 
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Yanto Kamarudin

IPP 2012 tax returns – does ISAK 16 matter?

Many readers are already aware that a new 
interpretation of the Indonesian Financial 
Accounting Standards (under ISAK 16) applies 
to Independent Power Producers (IPPs) for 
reporting periods beginning 1 January 2012. 
This new interpretation has had an impact on the 
accounting treatment for the business of an IPP if 
the PPA signed with PLN falls under this ISAK. 

So far, the Indonesian Tax Authority (ITA) has 
not issued any guidance on the implication of 
this new accounting interpretation on an IPP’s 
income tax treatment (even though the deadline 
for 2012 tax returns was 30 April 2013). 

In the absence of any guidance (and given that 
there is no specific tax treatment for an IPP) a 
general principle is that tax follows accounting 
unless specific regulations exist.

The alternate view is that tax should continue to 
be calculated based on the previous accounting 

interpretation. This is on the basis that there 
has been no change to the business activities or 
arrangements of the IPP (i.e. the same Power 
Purchase Agreement still applies). Under this 
approach some accounting adjustments will be 
needed to convert the ISAK 16 based accounts 
back to the previous accounting method for the 
calculation of income tax. 

It should be noted that the final approach might 
be influenced by the position taken by the IPP’s 
independent auditor. 

Under the current circumstances it may be that 
different approaches will be applied by IPPs in 
their 2012 tax returns and it will be instructive 
to learn how the ITA will respond. Ideally, any 
variations will encourage the ITA to issue some 
guidance in this area. 
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Tim Watson

Investment opportunities in power generation 
from renewable energy

The Directorate General of New and Renewable 
Energy and Energy Conservation has 
announced that there will be a tender of six 
geothermal working areas in 2013 with a total 
potential power generating capacity of 445 MW. 
These projects are all part of the Government’s 
second fast track program aimed at improving 
Indonesia’s power infrastructure. The new 
geothermal working areas are:

a) Seulawah Agam, Aceh (1x55 MW)

b) Bonjol, West Sumatra (3x55 MW)

c) Gunung Ciremai, West Java (2x55 MW)

d) Mataloko, East Nusa Tenggara (1x5 MW)

e) Songa Wayaua, North Maluku (1x5 MW)

f) Danau Ranau, South Sumatra (2x55 MW)

The tenders will be carried out once a revision 
of GR No.59/2007 concerning business 
ventures in geothermal energy is completed. 
GR No.59/2007 needs to be revised to change 
the criteria for winning tenders. Projects will 
no longer necessarily go to the lowest bid as 
fixed price feed-in tariff (FiT) regulations were 
issued in August 2012 (see our NewsFlash 
No.46/2012). The success of bids in future will 
depend on the quality of the proposal and the 
commitment of the bidders.

In addition, ANZ Bank has been assigned as 
transaction advisor for three public-private 
partnership hydroelectricity projects slated for 
tender this year. The projects are:

a) the Karama Hydropower Plant, West 
Sulawesi (450 MW) with an estimated cost 
of US$1.335 billion;

b) the Batang Toru Hydropower Plant, North 
Sumatra (510 MW) with an estimated cost 
of US$1.2 billion; and

c) the Merangin Hydropower Plant, Jambi 
(350 MW) with an estimated cost of 
US$0.562 billion.

ANZ has undertaken preliminary market 
soundings and is coordinating with the 
Infrastructure Guarantee Fund (IIGF) to 
secure a government guarantee for the Karama 
project. The Batang Toru and Merangin projects 
have seen limited progress to date. 

(For details of the South Sumatra mine-mouth 
power project tenders see our NewsFlash 
No.46/2012.)

Meanwhile, the Ministry of Energy and 
Mineral Resources is reviewing the FiTs for 
solar and wind generated power plants to 
encourage private sector investment in power 
generation from these renewable sources. This 
is particularly in areas where power is supplied 
by the more expensive diesel-fired plants 
and/or electrification rates are low. New FiT 
regulations are expected this year as follows:

a) FiTs for solar power are expected to be 
around US25 cents.

b) FiTs for wind power are expected to be 
between IDR1,250 – IDR1,810/kWh.
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Import duty exemption for the power sector: 
amendment of Power Purchase Agreement 
may be required
Tim Watson

The Government of Indonesia 
provides a variety of incentives 
to companies in the power sector 
including an import duty exemption 
on the import of capital goods used 
in the generation of electricity 
for public use. This is provided 
under Ministry of Finance (MoF) 
Regulation No.154/PMK.011/2008 
(as amended most recently by MoF 
Regulation No.154/PMK.011/2012).

This facility is available to holders of 
a Public Electricity Business Licence 
(Izin Usaha Ketenagalistrikan Untuk 
Kepentingan Umum/IUKU or Izin 
Usaha Penyediaan Tenaga Listrik/
IUPTL) who have entered into a 
Power Purchase Agreement (PPA) or 
Finance Lease Agreement (FLA) with 
PLN for all electricity generated. 

Under this facility, an import duty 
exemption applies to Independent 
Power Producers (IPPs) provided 
that the goods:

a) are not produced locally; or 

b) are produced locally but not to 
an acceptable standard or not in 
the quantities required. 

Qualifying IPPs need to file an 
application with the Director 
General of Customs (DGC). 

Obtaining the import duty 
exemption has been complicated 
by a provision in the Regulation 
indicating that the “contract”must 
“exclude import duty”. But the 
article is unclear about which 

contract it is referring to and how the 
required clause should be written.

Despite this, the DGC has taken a 
view that the contract is the PPA 
or the FLA. This has resulted in 
the DGC’s refusal to process some 
applications.  

PLN has indicated that it is willing 
to accommodate the DGC’s view by 
amending existing PPAs and FLAs 
as necessary and has drafted an 
amendment letter for this purpose. 
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Power in Indonesia
Investment and Taxation Guide 2013

mineIndonesia 2013

In May 2013 PwC Indonesia will release the second edition of 
the Power in Indonesia: Investment and Taxation Guide 2013. 
The Guide provides an extensive overview of the key investment 
and taxation issues associated with power generation as well as a 
dedicated chapter on the renewable energy industry. The guide is 
an essential read for all stakeholders and those interested in the 
power sector in Indonesia.

The second edition captures the latest legal and regulatory changes 
that have occurred in the power sector since our inaugural guide 
was issued in late 2010. In particular, this edition covers the 
progress of public-private partnership projects and the second 
10,000 MW fast track program as the government strives toward 
providing a reliable electricity service to its citizens by utilizing 
conventional power plants (predominately coal and gas)as well as 
geothermal and other renewable energy sources (such as hydro, 
bio, solar and wind).

This publication can be downloaded when it is available from 
our website at http://www.pwc.com/id/en/publications under 
the Energy, Utilities and Mining tab. If you would like a hard 
copy, please contact Arfianti Syamsuddin on her email arfianti.
syamsuddin@id.pwc.com 

In May 2013  PwC Indonesia will release its eleventh annual review 
of trends in the Indonesian mining industry, mineIndonesia 2013, 
produced in conjunction with the Indonesian Mining Association 
and the Indonesian Coal Mining Association.

mineIndonesia 2013 is a comprehensive analysis of the financial 
performance of the industry, and most importantly its significant 
contribution to the economic growth of Indonesia. 

This publication can be downloaded when it is available from 
our website at http://www.pwc.com/id/en/publications under 
the Energy, Utilities and Mining tab. If you would like a hard 
copy, please contact Arfianti Syamsuddin on her email arfianti.
syamsuddin@id.pwc.com 

Newsbytes
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PwC Indonesia to participate in the 
37th Annual IPA Convention

PwC Indonesia to participate in the 
19th Coaltrans Asia 2013

PwC Indonesia will be hosting a booth at the upcoming IPA 
Convention and Exhibition at the Jakarta Convention Center. 
The event, with the theme “Promoting Investment in a 
Challenging Environment”, will showcase the latest technology 
and innovations and discuss major technical and non-technical 
challenges within the country’s oil and gas industry. Come and 
stop by our booth, M16 situated in the main lobby, to meet our 
people and pick up our latest industry publications. 

PwC Indonesia will be hosting the networking lounge area at the 
19th Coaltrans Asia 2013 at the Bali International Convention 
Centre, Indonesia. Join us for one of the world’s largest coal 
industry events to reconnect your thinking with professionals at 
the forefront of this industry. We will have senior members of 
our mining team available to discuss industry issues, and PwC 
Indonesia’s Technical Advisor Sacha Winzenried will be speaking 
in the Regulatory Environment Session (Session 5A) on Day 2 on 
current investor perceptions of the Indonesian mining industry.

IPA
15 - 17 
May 2013

Coaltrans
3 – 5 
June 2013

Newsbytes
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