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Enhancing the Competitiveness of the
Indonesian Export Service
After almost 10 years, it is known by many that the Indonesian export service does not encourage
competition due to the fact that zero Value Added Tax rate (“0% VAT”) is only applicable to limited types
of export service, i.e. toll manufacturing service, repair and maintenance service connected to or
engaged for movable goods utilized outside of the Indonesian Customs Area, and construction service
connected to or for immovable goods located outside of the Indonesian Customs Area. As a result, an
export of service outside of Indonesia may be subject to double taxation whenever the service is utilized
in other jurisdictions that imposed VAT or GST under their taxation laws.
With the aim of improving the Indonesian economic condition by enhancing the export service and
improving the competitiveness of the national services industry, on 29 March 2019, the Minister of
Finance issued the Minister of Finance Regulation No. 32/PMK.010/2019 on Limitation of Activities and
Types of VAT-able Services whose Export is Subject to Value-Added Tax (“PMK-32/2019”/“New
Regulation”), which expands the types of export service that is subject to 0% VAT.
The New Regulation entered into effect on 29 March 2019 and revokes the previous MoF Reg. No.
70/PMK.03/2010 as amended by MoF Reg. No. 30/PMK.03/2011 which was became effective since 1
April 2010.
The key issues from the New Regulation are outlined below.
Type of Export Services Activities Subject to 0% VAT
Under the New Regulation, the Export Services Activities defines as service activities in the Indonesia
Customs Area which causes certain goods, facilities, conveniences, or rights to be available for utilized
outside of the Indonesia Customs Area.
The type of export services subject to 0% VAT are as follows:
1.

Service activities connected to moveable goods exported and to be utilized outside of the
Indonesia Customs Area, includes:
a) toll manufacturing services (jasa maklon);
b) repair and maintenance services; and
c) freight forwarding services in relation to exported goods.

2.

Service activities connected to immovable goods located outside of the Indonesia Customs Area,
i.e. construction consultation services which includes feasibility study, planning, and design of the
construction of building or building masterplan located outside of the Indonesia Customs Area.
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3.

Any activities other than the activities above in points 1 and 2, where the outcomes/deliverables
of which are delivered to be used outside of the Indonesia Customs Area, based on the request
of recipient of the export services through:
a) direct or indirect delivery, among others, post service and electronic channel; or
b) the provision of a right to be used (access) outside of the Indonesia Customs Area.
The service activities under this category shall include:
1) technology and information services;
2) research and development services;
3) lease of transportation equipment services in the form of a lease of an airplane and/or ship for
international flight or shipping activities;
4) business and management consultation services, legal consultation services, interior and
architectural design consultation services, human resources consultation services,
engineering services, marketing services, accounting and bookkeeping services, financial
audit services, and tax services;
5) trading services to find the suppliers within the Indonesia Customs Area for export purposes;
and
6) interconnection, satellite provider and/or communication/data connectivity services.

Administrative Requirements
The Export Services Activities are subject to 0% VAT if fulfilled the following requirements:
1. The service is based on an engagement or a written agreement between the Indonesia services
provider with a recipient of the exported VAT-able services which clearly states:
a) the type of services;
b) the detail of the activities to be performed by the Indonesia services provider within the
Indonesia Customs Area to be used outside of Indonesia Customs Area by recipient of the
exported services; and
c) the amount or value of compensation of the exported services.
2. There are payments supported by a valid evidence of payment from the recipient of the exported
services to the Indonesia services provider in relation to the above exported services.
Failure to fulfil the above requirements, the provision of services to customers outside of the Indonesia
Customs Area will be deemed as a domestic transaction that is subject to the 10% VAT.
The taxable event of the Export Service Activities remains the same with the previous regulation, i.e.
when the compensation is recorded or recognized as receivable or income.
The VAT-able Entrepreneur (“Pengusaha Kena Pajak”/“PKP”) is required to prepare the Export
Declaration of Taxable Services (“Pemberitahuan Eskpor Jasa Kena Pajak”) along with the sales
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invoice and they should report the export services in their monthly VAT returns. The input VAT which
directly related to the exported services are creditable as stipulated based on the VAT Law.

Conclusion
In conclusion, we believe that the New Regulation will enhance the competitiveness of the national
services industry and it is expected that the biggest impact will be felt by the Indonesian export services
providers, who would be able to compete with other services providers in other jurisdictions.
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Member firms are constituted and regulated in accordance with local legal requirements and where regulations require, are
independently owned and managed. Services are provided independently by each Member firm pursuant to the applicable terms
of engagement between the Member firm and the client.
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Our Regional Presence

Based in Indonesia, and consistently gaining recognition from independent observers, Assegaf Hamzah & Partners has established itself as a major
force locally and regionally, and is ranked as a top-tier firm in many practice areas. Founded in 2001, it has a reputation for providing advice of the
highest quality to a wide variety of blue-chip corporate clients, high net worth individuals, and government institutions.
Assegaf Hamzah & Partners is part of Rajah & Tann Asia, a network of local law firms in Singapore, Cambodia, China, Indonesia, Lao PDR,
Malaysia, Myanmar, the Philippines, Thailand and Vietnam. Our Asian network also includes regional desks focused on Japan and South Asia.
The contents of this Update are owned by Assegaf Hamzah & Partners and subject to copyright protection under the laws of Indonesia and, through
international treaties, other countries. No part of this Update may be reproduced, licensed, sold, published, transmitted, modified, adapted, publicly
displayed, broadcast (including storage in any medium by electronic means whether or not transiently for any purpose save as permitted herein)
without the prior written permission of Assegaf Hamzah & Partners.
Please note also that whilst the information in this Update is correct to the best of our knowledge and belief at the time of writing, it is only intended
to provide a general guide to the subject matter and should not be treated as a substitute for specific professional advice for any particular course
of action as such information may not suit your specific business and operational requirements. It is to your advantage to seek legal advice for your
specific situation. In this regard, you may call the lawyer you normally deal with in Assegaf Hamzah & Partners.
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