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Indonesia Announces New Property Tax
Facility Designed to Boost the Economy
As part of its intention to stimulate investment in Indonesia, the Indonesian government through the
Ministry of Finance recently announced a series of new property tax facility. The new property tax facility
is designed to create a multiplier effect given that the property industry relates to other main industries
such as construction, financial, trade, transportation and even the food and beverage industry.
Broadly, the new property tax facility relates to luxury property by imposing an increased limit on the
value of luxury property that is subject to Article 22 Income Tax and Luxury-Goods Sales Tax (Pajak
Penjualan atas Barang Mewah or PPnBM) ("LST") and a reduction of the rate of Article 22 Income Tax.
First, the Minister of Finance issued Regulation No. 86/PMK.010/2019 on Types of Luxury Goods other
than Motor Vehicles that are Subject to Luxury-Goods Sales Tax ("New LST Regulation"), to amend the
Minister of Finance Regulation No. 35/PMK.010/2017 ("2017 Regulation").
Under the New LST Regulation, luxurious residential group such as luxury homes, apartments,
condominiums, town houses, and the like with a selling price of IDR 30 billion or more are subject to a
20% LST.
Previously, under the 2017 Regulation, the limits were as follows:
•

Houses and town houses of non-strata title with a selling price of IDR 20 billion or more;

•

Apartments, condominiums, town houses with strata title and the like with a selling price of IDR
10 billion or more.

Second, the Minister of Finance issued Regulation No. 92/PMK.03/2019 on Certain Corporations as
Withholding Tax Collector from Buyer of Luxury Goods ("New Withholding Tax Regulation"), which
amended the Minister of Finance Regulation No. 253/PMK.03/2008 ("2008 Regulation").
The New Withholding Tax Regulation stipulates the reduced rate to 1% (from 5%), excluding 10% VAT
and LST for:
•

Houses on a land with a selling price of IDR 30 billion or houses with a building area above 400
m2;

•

Apartments, condominiums, and the like with a selling price of IDR 30 billion or apartments and
condominiums with a building area above 150 m2.
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Under the 2008 Regulation, the selling price was IDR 5 billion. Therefore, the limits under the New
Withholding Tax Regulation represents a significant increase of the limits on the value of luxury property.
Considering the significant middle-class group in Indonesia, according to the World Bank, the middleclass group in Indonesia is estimated to number 52 million people whose consumption accounts for 43
percent of the total household consumption, we believe that the above stimulus will accelerate the
Indonesian economy by creating a multiplier effect to other domestic industries.
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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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