Summary of PMK 118 Year 2024

Procedures for Corrections, Objections, Reductions, Eliminations and
Cancellations Within the Taxation Sector

In an effort to further streamline and improve the existing regulatory frameworks
that currently govern the taxation sector, the Minister of Finance (“Minister”)
has issued Regulation No. 118 of 2024 (“Regulation 118/2024”) on Procedures
for Corrections, Objections, Reductions, Eliminations and Cancellations Within
the Taxation Sector (collectively referred to as “Taxation Procedures”), which
has been in force since 1 January 2025.

At its core, Regulation 118/2024 consolidates the applicable Taxation
Procedures that were previously set out by various frameworks under a single
consolidated framework. As a result, Regulation 118/2024 simultaneously
revoked and replaced the following regulatory frameworks upon its
enforcement:

Regulation of the Minister No.
8/PMK.03/2013 (“Regulation
8/2013”) on Procedures for the
Reduction or Elimination of
Administrative Sanctions and the
Reduction or Cancellation of Tax
Assessment Letters (Surat
Ketetapan Pajak — “SKP”) or Tax
Collection Letters (Surat Tagihan
Pajak — “STP”)

Regulation of the Minister No.
9/PMK.03/2013 on Procedures for the
Submission and Settlement of
Objections, as amended by
Regulation of the Minister No.
202/PMK.03/2015 (collectively
referred to as “Regulation 9/2013")

Regulation of the Minister No.
253/PMK.03/2014 on Procedures for
the Submission and Resolution of
Land and Building Tax (Pajak Bumi
dan Bangunan — “PBB”) Objections,
as amended by Regulation of the
Minister No.
249/PMK.03/2016 (collectively
referred to as “Regulation 253/2014”)

Regulation of the Minister No.
11/PMK.03/2013 on Rectificatio
n Procedures (“Regulation
11/2013")

Regulation of the Minister No. 81/PMK.03/2017 on Reductions in
Administrative Fines for PBB and Reductions or Cancellations of
Inaccurate Tax Notification Letters (Surat Pemberitahuan Pajak Terutang —
“SPPT”), SKP PBB and STP PBB (“Regulation 81/2017”)

Against the above backdrop, this edition summarizes the new provisions on
Taxation Procedures that have been introduced under the framework of
Regulation 118/2024. However, due to the broad nature of the provisions set



out therein, our discussion focuses on a general overview of the following
topics:

Procedures for Corrections;

Procedures for the Submission and Settlement of Objections;

Procedures for the Submission and Settlement of Imposed Sanctions; and
Transitional Provisions.
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Procedures for Corrections

Generally speaking, Regulation 118/2024 retains most of the provisions that
were previously stipulated under the now-revoked framework of Regulation
11/2013. In this regard, taxpayers may still request corrections if an issued
decision contains typographical errors, calculation errors and/or the
misapplication of specific tax regulation provisions.

However, Regulation 118/2024 has also now expanded the scope of the
misapplication of provisions that are eligible to be corrected in comparison with
Regulation 11/2013. This adjustment is summarized in the following table:

Regulation Regulation
Form of Error 118/2024 11/2013
Application of rates \ \
Application of the percentage of the net N N
income calculation norm
Application of administrative sanctions or N N
administrative fines
Non-taxable income \ \
Calculations of income tax for the current N N
year
Tax credits \ \
Application of exchange rates \
Application of the percentage of taxable N
sales values
Application of non-taxable taxable object N
sales values




Granting of a reduction in the principal of N
PBB

Moreover, Regulation 118/2024 features a number of new provisions that
address the authority of the Director-General of Taxes (“Director-General”) to
investigate any errors that underlie a correction request. This authority includes
the ability to request documents, data, information and/or explanations from the
relevant taxpayer and to conduct on-site reviews for the purposes of
identification, measurement, mapping and the gathering of data, information or
evidence.

As was previously stipulated under Regulation 11/2013, if the Director-General
had not issued a Correction Decision Letter (Surat Keputusan Pembetulan)
within six months of receiving a correction request, then said request would be
deemed granted. However, it is important to note that Regulation 118/2024 now
requires Correction Decision Letters to be issued within one month of the end
of this six-month period.

Procedures for the Submission and Settlement of Objections

Regulation 118/2024 consolidates and retains the applicable provisions on
objections, as previously regulated under the now-revoked frameworks of
Regulation 9/2013 and Regulation 253/2014. A comparison between the
scopes of objections across these three regulatory frameworks is summarized
in the table below:

_ . Regulation Regulation Regulation
AlEflale DEEieiE 118/2024 9/2013 253/2014
SKP underpayment \ \

Additional SKP N N

underpayment

Nil SKP v v
SKP overpayment \ \
Third-party tax withholding or
collection under tax \ \
regulations
SPPT V V
SKP PBB V V




When requested by taxpayers for the purpose of filing objections or appeals,
the Director-General is now required to issue certificates that detail the basis
for the imposition of tax, loss calculations or tax withholding/collection. Said
certificates must be provided to the relevant taxpayers within one month of any
such request being submitted, although it should be noted that the objection
filing period itself cannot be extended.

Regulation 118/2024 also clarifies that if there is to be a legal ruling on a
notification letter, then the original 12-month period provided in order to resolve
an objection will be suspended until said ruling is issued.

Moreover, it should also be noted that any taxpayer objections that are rejected
or partially granted will now be subject to an administrative fine of 30% of the
tax amount based on the Objection Decision Letter, which is a lower fine than
the 50% fine that was previously stipulated under Regulation 9/2013.

Procedures for the Submission and Settlement of Imposed Sanctions

Regulation 118/2024 retains and clarifies most of the provisions that were
previously stipulated under the now-revoked frameworks of Regulation 8/2013
and Regulation 81/2017. Most notably, Regulation 118/2024 clarifies the
authority of the Director-General to reduce or eliminate administrative sanctions
due to taxpayer errors or circumstances beyond a taxpayer’s control (secara
jabatan). The sanctions that may be subject to reductions or eliminations
include:

Interest;

Fines;

Increases in PBB rates; and
Administrative fines for PBB.
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Furthermore, Regulation 118/2024 also clarifies the maximum number of
applications and procedures for requests for reductions or eliminations that can
be initiated, as broadly outlined in the following table:

UEE ©f SomIAEE Maximum Number of Allowed Applications

Application

Reduction or

elimination of Two applications, with the second application being

administrative submitted within three months of the date of the first
sanctions listed in decision letter issued by the Director-General.

SKP and STP

Reduction of
administrative fines
for PBB listed in SKP
PBB and STP PBB

One application




Under the now-revoked framework of Regulation 8/2013, reductions in
administrative sanctions that exceed a period of 24 months could be granted
under specific conditions, such as unpaid administrative sanctions or the
settlement of related tax liabilities. This provision allowed for administrative
sanctions that were calculated at 2% per month to be capped at 24
months. However, it should be noted that Regulation 118/2024 no longer

includes these provisions.

Transitional Provisions

Given the number and extent of the regulatory frameworks that were repealed
upon the enforcement of Regulation 118/2024, the following provisions will
apply to in-progress applications and/or submissions in order to ensure a
smooth transition to the new framework:

In-Progress Applications and/or
Submissions

Applicable Transitional Provision

Correction requests that were
submitted prior to the enforcement of
Regulation 118/2024 for which the
relevant Correction Decision Letters
have not yet been issued

Will continue to be processed in line with
Regulation 11/2013 until the issuance of
the relevant Correction Decision Letters

Objection submissions that were filed
prior to the enforcement of Regulation
118/2024 and for which the relevant
Objection Decision Letters have not
yet been issued

Will continue to be processed in line with
Regulation 9/2013 until the issuance of
the relevant Objection Decision Letters

Applications for reductions, deletions
or cancellations of:

Administrative sanctions;
Incorrect SKP;

Incorrect STP; and

SKP and PBB SKP examination
results...
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...that were received prior to the
enforcement of Regulation 118/2024
and for which the relevant decision
letters have not yet been issued

Will continue to be processed in line with
Regulation 8/2013 until the issuance of
the relevant decision letters

Administration of correction requests,
reductions, eliminations, cancellations

Will be processed in line with Regulation
118/2024.




and objections that were submitted
prior to the enforcement of Regulation
118/2024 and that remain unresolved

It should also be noted that the formats of the various letters and documents
that specifically relate to Taxation Procedures, as stipulated under the now-
revoked frameworks, have been comprehensively updated under the

Appendices to Regulation 118/2024.



