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Life Science and Health 
Care Business under 
the New Tax Law * 

*) This article is written based on the Deloitte Indonesia workshop: Latest Tax Reform Impacting Life Sciences and Health Care Industry, 29 
November 2021

The COVID-19 pandemic that has occurred 
since 2020 in Indonesia, and globally, has 
not only caused serious health problems 
for the people, but has also required the 
government to take strategic steps in 
overcoming the problems, due to the high 
costs of handling the pandemic both from 
a health and economic perspective.

With the launch of a consolidated tax policy in the form 
of UU HPP last year, the government of Indonesia has 
taken a strategic step towards post-pandemic economic 
recovery. The regulation is expected to improve state 
revenues, a fair taxation system, and legal certainty for 
taxpayers. Does this new tax propose a new approach to 
the life science and healthcare business? How would this 
impact the industry? 
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For almost two years Indonesia has endured the 
COVID-19 pandemic with confirmed cases having been 
reported throughout the archipelago. As of January 
2022, as stated on the government's official website, 
the number of COVID-19 cases has reached 4.2 million 
with the number of deaths due to COVID-19 totaling 
144,088.22 

The Indonesian government has employed its best 
efforts to overcome the COVID-19 pandemic by 
implementing a nation-wide vaccination program 
since January 2021 and a semi-lockdown policy 
through the Implementation of Community Activity 
Restrictions (PPKM) in various regions, which have 
helped to significantly limit the number of confirmed 
cases of COVID-19 in Indonesia. So far, Indonesia has 
administered at least 260 million doses of COVID 
vaccines to its people.23 The government, through 
the National Economic Recovery (PEN) Program, has 
allocated IDR699.43 trillion from the 2021 State Budget 
towards funding pandemic related health and economic 
recovery.24 In July 2021 the government announced 
that it had also increased the budget allocation for the 
health sector by IDR33.21 trillion, which was to be used 
as additional funding of the cost of hospital treatment 
for COVID-19 patients, additional incentives for health 
workers and vaccination workers, construction of field 
hospitals, purchases of oxygen, and distribution of two 
million free medicine packages for self-isolation for 
People Without Symptoms (OTG) and those suffering 
from COVID-19 with mild symptoms.25  

With large public expenditures incurred in handling 
COVID-19, Indonesia experienced a decline in economic 
growth, especially in 2020 and early 2021, as indicated 
by a contraction in 2020 GDP growth of 2.1 percent,26 
with only a slight increase in 2021 of 3.5 percent based 
on an Asian Development Bank estimate.27 With this 
background the government looked at options for 
maximizing state revenues, one of which is through 

the optimization of tax instruments, as was stated by 
the Minister of Finance, Sri Mulyani when introducing 
the new Law on Harmonization of Tax Regulations (UU 
HPP), "Taxes are the main and important instrument in 
managing a country and its economy. Therefore, taxes 
become an instrument that must be properly designed, 
implemented, and managed."28  

As an attempt to jumpstart the post-pandemic economic 
recovery amidst the on-going global pandemic, the 
government has been prompted to make various policy 
adjustments in the form of UU HPP, which was enacted 
by the President Joko Widodo on 29 October 2021 as 
Law Number 7/2021. The Minister of Finance, Sri Mulyani, 
added that that the issuance of UU HPP is expected to 
"optimize state revenues, create a fair tax system and 
provide legal certainty, as well as carry out administrative 
reforms and more harmonious and consolidated tax 
policies to expand our tax base in the era of globalization 
and digital technology.”29

UU HPP consists of several chapters and covers six 
regulatory scopes, including General Provisions and Tax 
Procedures (UU KUP), Income Tax (PPH), Value Added Tax 
(PPN), Voluntary Disclosure Program (PPS), Carbon Tax, 
and Excise. UU HPP has been drafted in recognition of 
the need for a fiscal consolidation strategy that focuses 
on improving the budget deficit and increasing the tax 
ratio to promote sustainable economic growth and thus 
accelerate economic recovery. It should be noted that 
each scope has a different policy enforcement date. 
In this article, which is based on a Deloitte webinar on 
“Latest Tax Reform Impacting Life Sciences and Health 
Care Industry” that was conducted on 29 November 
2021, we will focus on the key amendments made to UU 
KUP, Income Tax, Value Added Tax, and the Voluntary 
Disclosure Program. Further, we will also explore tax-
related issues in UU HPP that the life sciences or health 
care sector may face and the strategies that should be 
considered to address them.

22 www.covid19.go.id
23  World Coronavirus tracker and maps, www.graphics.reuters.com 
24 Siaran Pers APBN untuk Prioritas Penanganan Kesehatan dan Perlindungan Kesejahteraan Masyarakat, www.kemenkeu.go.id
25 Menko Luhut: Pemerintah Siapkan Bantuan Sosial Tambahan, www. maritim.go.id 
26 Indonesia has an opportunity to boost growth, www.imf.org, 3 March 2021
27 Indonesia economy projected grow 2021 amid headwinds, Asian Development Bank, 20 September 2021.
28 Menkeu: UU HPP Bekal Pemerintah Atasi Disrupsi Akibat COVID-19, www.kominfo.go.id
29 Melalui UU HPP Pemerintah akan Optimalkan Penerimaan Negara yang Berkeadilan, www.kemenkeu.go.id 
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Relevant changes related to General Provisions and 
Tax Procedures (UU KUP)
There are several amendments and new provisions 
in relation to UU KUP stipulated in UU HPP. One of 
the initiatives that emerges from UU HPP is the use 
of the National Identification Number (NIN or KTP) in 
lieu of the Tax Identification Number (TIN or NPWP). 
The government intends to integrate data between 
population data and the tax administration system 
to facilitate individual taxpayers to fulfill their tax 
obligations. In the previous UU KUP, individuals and 
entities that had met certain criteria had to register for 
a TIN. In UU HPP, the NIN will be used to replace the TIN 
for individual taxpayers. Because NIN is widely used 
for day-to-day purposes, for example to obtain a credit 
card or buy a car, the Director General of Tax (DGT) now 
has more tools and data to monitor individual taxpayer 
compliance.

For life sciences or health care companies, the impact 
of this change will be relevant to administration of 
withholding tax. As we may know, a person who does not 
have a TIN is subject to a higher tax rate. In the future, 
life sciences or health care companies will need to verify 
when someone provides a NIN as their “TIN”, whether the 
NIN is a valid TIN or not, because this will affect the tax 
rate used at the time of withholding of relevant taxes. 

UU HPP also provide more certainty in relation to the 
collection of penalty and law enforcement with regard 
to tax crimes. While it introduces new surcharge penalty 
of 60% in relation to tax judicial review process, UU HPP 
reduces some of the surcharge penalty for tax objection 
and appeal process from previously 50%-100% to 30%-
60%.

Based on UU HPP, the changes to UU KUP came into 
effect starting from the date when UU HPP was enacted, 
which was 29 October 2021.
 
Relevant changes related to Income Tax Law (UU 
PPh) 
There are several adjustments to the Income Tax Law 
stipulated in UU HPP. One of the key adjustments is 
covered in articles 4, 6, and 9 which discuss Benefits-
in-kind (BIK). Previously, in the Income Tax Law, BIK are 
non-tax deductible for employers and non-taxable for 
employees receiving them. BIK that are tax deductible for 
employers are limited to meals provided to all employees 
and benefits provided in certain qualifying remote areas. 
On the other hand, BIK provided by non-taxpayers or 
taxpayers subject to final income tax are taxable to the 
benefit recipients. In UU HPP, principally BIK related 
to the activities of earning, collecting, or maintaining 
income are tax deductible for employers and taxable 
for employees. UU HPP also regulates the types of BIK 
that are not taxable for the employees by adding several 
limitations, including BIK that are necessary to carry out 
work assignments, BIK sourced from or funded by state 
budgets (either national, regional or village budgets), 
and certain BIK with certain limitations. In UU HPP, 
gratification is also considered as assessable income..

The impact of these changes to life sciences and health 
care companies includes a shifting of tax burden from 
employers to employees receiving BIK. There is also 
a potential for higher tax costs incurred because the 
Individual Income Tax or IIT rate is greater than the 
Corporate Income Tax or CIT rate. Life science and health 
care companies, including hospitals, would need to 
reconsider the provision of employee/individual/doctor 
benefit in the form of BIK.
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Taxable Income (in million IDR) Rate

0 - 50 5%

> 50 - 250 15%

> 250 - 500 25%

> 5,000 30%

Previous Income Tax Law

Furthermore, UU HPP also makes changes to individual 
taxable income. Data from 2016 to 2020 indicates that 
only 0.03% of individual taxpayers have annual income of 
more than IDR5 billion which contribute to 14.28% of the 
average tax payable by individual taxpayers. In addition, 
since the current four-tier tax rates are relatively few 
compared to other countries, the government sees the 
need for an additional tax rate for individuals with very 
high incomes.30

As seen above, the provisions of UU HPP provide an 
overview of personal income (PKP). Previously in the 
Income Tax Law, the first tax band was up to IDR50 
million of taxable income. However, in this new regulation 
this has now been increased up to IDR60 million with no 
change in the tax rate (at 5%). The other change has been 
the introduction of a new 35% tax rate for taxable income 
of more than IDR5 billion. These changes are expected 
to be part of the effort to bring social justice to all 
Indonesian people, especially in the alignment between 
the government and individual MSMEs and corporate 
MSMEs. 31For life science or health care companies, this 
means that there is a potential higher EIT tax cost on 
high-income earners or doctors’ remuneration. 

For corporation, the main change is on the corporate 
income tax rate. In 2020, the government through Law 
No 2 of 2020 has planned to reduce the corporate 
income tax rate to 20% starting fiscal year 2022. However, 
this plan has been cancelled through UU HPP which 
states that the corporate income tax rate will remain 22% 
for fiscal year 2022 and onwards.

This amendment to the Income Tax Law will take effect 
starting in fiscal year 2022.

Source: Deloitte Webinar - Latest Tax Reform Impacting Life Sciences and Health Care Industry

Health Care subject to VAT? Changes related to VAT 
Law in UU HPP 
In the previous VAT Law number 42/2009, there were 
several goods and services categorized as goods and 
services that were exempt from VAT. There is a shift in 
some of them from being non-VATable to being in the VAT 
exempted object category in Article 16B of UU HPP. In 
the elaboration of Article 16B, the VAT exempted health 
services are expanded to include those borne by the 
national social security. 

From an administrative perspective, because health 
care goods and services are not VAT objects under the 
previous VAT Law, hospitals do not need to issue tax 
invoices for health practitioner services and inpatient 
services. However, the inclusion of health care services 
as part of Article 16B of UU HPP create a question 
on whether the hospitals would then need to issue a 
VAT invoice even though exempted. Subject to further 
clarification from the government, this may result in 
additional administrative burden for the hospitals.

For the VAT rate, life science and health care providers 
will be subject to an increase in the VAT rate from 10% to 
11% on 1 April 2022 and will be increased to 12% at the 
latest by 1 January 2025.  A particular issue for the health 
care industry in relation to this change is it may have an 
impact on the medicines used for inpatient services, 
which will be purchased and included in the cost of 
goods. From a budget perspective, this will affect the cost 
of goods sold. The hospital management must consider 
whether such cost will be passed on to patients or borne 
by the hospital. This issue is very important for the 
hospital’s budgeting, forecasting as well as management 
planning after 1 April 2022.

These VAT provisions will take effect on 1 April 2022.

30 Deloitte Webinar - Latest Tax Reform Impacting Life Sciences and Health Care Industry
31 The Law on Harmonization of Tax Regulations Indonesia, UU HPP, www.double-m.co 

Taxable Income (in million IDR) Rate
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UU HPP



Deloitte Indonesia Perspectives  | Third Edition, February 2022 

40

Quo Vadis Voluntary Disclosure Program in UU 
HPP? 
The 2016 Indonesian Tax Amnesty Program (TA) was 
quite successful, with 973.4 thousand taxpayers 
participating with a total paid-in tax of IDR 115.9 trillion 
as the state’s tax revenue, bringing it to a total of IDR 
4,884.2 trillion as the total result of assets disclosure in 
the program. 32This program was considered successful 
in terms of meeting the needs of short-term tax revenue 
and increasing taxpayer compliance. To continue the 
success of the Tax Amnesty program, the new UU HPP 
contains rules for disclosure of financial information for 
tax purposes. Based on information from the Directorate 
General of Taxes and related parties, several taxpayers 
did not fully disclose their assets when participating in 
the Tax Amnesty program. This prompted the DGT to 
provide them with the opportunity to disclose those 
assets which have not previously been disclosed. There 
are two types of voluntary disclosure programs in UU 
HPP as shown in the diagrams below.

Source: Deloitte Touche Solution 2021

32 “Tax Research Sharing Session: Lesson Learned from the Indonesian Tax Amnesty Program,” Hana Fajria, FEB UI, 8 September 2021

FOR EX TA PARTICIPANTS

Assets acquired from 1 Jan. 1985 to 
31 Dec 2015

Not disclosed in TA and not yet 
found by the DGT

Voluntary disclosed NOT voluntary disclosed

NOT subject to TA 
penalty

Subject to TA penalty if 
found by the DGT

CERTAIN INDIVIDUAL TAXPAYERS

Assets Acquired from 1 Jan. 2016 to 
31 Dec. 2020

Not reported in 2020 annual ITR

Voluntary disclosed NOT voluntary disclosed

Not subject to 
assessment unless 
additional data is 
found by the DGT

Subject to standard tax 
procedures
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Topic Scheme 1 Scheme 2

Type of participants

TA participants (individual and corporates) that 
have not fully disclosed their assets (acquired 
between 1 January 1985 and 31 December 
2015) in the Asset Declaration Letter (Surat 
Pengungkapan Harta (SPH))

Certain individual taxpayers with net assets 
(acquired between 1 January 2016 and 31 
December 2020) that have not been reported 
yet in the 2020 annual income tax return (ITR)

Final tax rate:
• Asset is located in Indonesia and will be 

invested in certain investment instruments
• Asset is located in Indonesia but will not be 

invested in certain investment instruments
• Asset is located outside Indonesia but will be 

repratriated into Indonesia and invested in 
certain investment instruments

• Asset is located outside Indonesia and will 
be repatriated into Indonesia but will not be 
invested in certain investment instruments

• Asset is located outside Indonesia and will 
not be repatriated into Indonesia

6%

8%

6%

8%

11%

12%

14%

12%

14%

18%

Certain investment instruments allowed
• Natural resources processing and renewable energy sectors; and/or
• State securities (i.e. government bonds and government sharia securities)

Source: Deloitte Webinar - Latest Tax Reform Impacting Life Sciences and Health Care Industry

Both programs will be implemented during the period 
from 1 January to 30 June 2022. 

At the time of writing, as the government has only issued 
a regulation for voluntary disclosure program, we are still 
awaiting the implementing regulations to be published by 
the government following the issuance of UU HPP. 

For ex-participants of Tax Amnesty (individuals or 
corporation) in the previous program who have not 
fully disclosed any assets acquired from January 1985 
to 31 December 2016 (Scheme 1), various final tax rates 
ranging from 6% to 11% based on location of the assets 
and/or whether the assets will be reinvested into certain 
instruments. Furthermore, certain individual taxpayers 
(Scheme 2) who have not reported their net assets 
acquired from January 2016 to December 2020 which 
have been disclosed voluntarily will not be assessed 
unless additional data is found by the DGT. They can be 
subject to final tax rates ranging from 12% to 18%. 

Details of both schemes are listed in the information 
table below:
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The enactment of the UU HPP leaves room for questions 
about the new taxes. One important question concerns 
non-hospital companies offering health care services, 
such as telemedicine or other health care consultations/
services via digital platforms because, as we know 
recently there have been emerging digital health 
applications providing access to health care support to 
the wider community. Will they qualify for VAT exemption 
for their services or not? Another question is about 
COVID-19 patients who pay for their own treatment 
versus those whose treatment is paid from government 
budgets. With the addition of the VAT rate, will this have 
an impact on patients in general? Which party should 

bear the cost? These questions as well as other questions 
related to health care in the new UU HPP are expected 
to be answered by the implementing regulations that 
will be issued in the near future. Meanwhile, regarding a 
couple of related changes in the new tax law, health care 
businesses should start considering adjustments to their 
payroll system from January 2022 and taking into account 
the increase in VAT rates that will affect hospital business 
budgets from April 2022 onwards. 

Editorial team

For more information, please contact:

Lucky Laemane
Tax Director
llaemane@deloitte.com

John Lauwrenz
Tax Deputy Leader
jlauwrenz@deloitte.com

Steve Aditya
Life and Science Industry Leader 
Deloitte Indonesia
staditya@deloitte.com
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Deloitte Indonesia 
Publications
Are you interested in our Deloitte 
Indonesia Publications?
As an effort to keep you updated with the latest issues and trends in 
Indonesia, we have three Publications on Indonesia’s Business and Industry 
Updates as follows. You may find other issues on our website. 

If you have any queries, please contact us at  
iddttl@deloitte.com

As part of Indonesia’s commitment to providing renewable energy to replace the use 
of fossil energy, the Government of Indonesia has initiated a B30 biodiesel program 
and plans to continue the program with increased levels of biodiesel fuels. Find out 
more about how ready the Government of Indonesia and the renewable energy 
ecosystem including transportation businesses in Indonesia are to welcome the 
biofuel program, and what the future of energy in this country looks like in our latest 
publication. Please contact us if you are interested in receiving a copy of this report: 
Powered by Biofuel, Advancing Indonesia’s Biofuel Agenda.

During the pandemic, the Government of Indonesia has worked very hard to 
strengthen the healthcare system and social safety net, implemented tax cuts and 
incentives, launched a vaccination program, and provided various stimulus packages, 
resulting in a huge budget deficit. It is likely that the government will soon look to 
its sources of revenue, which may include strict oversight and enforcement of tax 
compliance, particularly regarding cross-border transfer pricing arrangements. 
You may find the discussion in the article: Transfer Pricing and the COVID-19 
Phenomenon: An Indonesian Perspective.
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Contact us
To learn more about how your organisation can  
become secure, vigilant, and resilient, please contact:

Claudia Lauw Lie Hoeng
Deloitte Indonesia Country Leader
e: clauw@deloitte.com

Rosita Uli Sinaga
Assurance Leader and Financial Services 
Industry Leader
e: rsinaga@deloitte.com

Elisabeth Imelda
Audit Leader 
Imelda & Rekan
e: eimelda@deloitte.com

Iwan Atmawidjaja
Consulting Leader
PT. Deloitte Consulting
e: iatmawidjaja@deloitte.com

Roy Tedja
Deloitte Private Desk
e: roytedja@deloitte.com

Edy Wirawan
Financial Advisory Leader and Government & Public 
Services Industry Leader 
PT. Deloitte Konsultan Indonesia
e: ewirawan@deloitte.com 

Cornel B. Juniarto
Senior Partner of Hermawan Juniarto & Partners
e: cbjuniarto@hjplaw-deloitte.com

Brian Johannes Indradjaja
Risk Advisory Leader and Technology, 
Media & Telecom Industry Leader
PT. Deloitte Konsultan Indonesia
e: bindradjaja@deloitte.com

Melisa Himawan
Tax Leader
Deloitte Touche Solutions 
e: mehimawan@deloitte.com

John Lauwrenz
Tax Deputy Leader
Deloitte Touche Solutions
e: jlauwrenz@deloitte.com

Roy David Kiantiong
Tax Deputy Leader
Deloitte Touche Solutions
e: rkiantiong@deloitte.com

Maria Christi Pratiwi
Consumer Industry Leader
e: mchristi@deloitte.com

Cindy Sukiman
Energy, Resources & Industrials Leader 
e: csukiman@deloitte.com

Steve Aditya
Life Science & Health Care Industry Leader 
e: staditya@deloitte.com

Dennis Yu Ying Li
Chinese Services Desk
e: yuyli@deloitte.com

Tenly Widjaja
Japanese Services Desk
e: twidjaja@deloitte.com

Bang Chi Young
Korean Services Desk
e: bangchiyoung@deloitte.com

Mark Woodley
US & European Services Desk
e: marwoodley@deloitte.com
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