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I am happy to share this good news that the third edition of our journal, Deloitte Indonesia Perspectives, is now 
available. As in the previous editions, we will touch issues on the latest trends and issues in our economy, industry, and 
business in Indonesia.

After experiencing the most challenging year in 2020, we are still struggling to recover from the pandemic in the 
2021. In Q2 2021, Indonesia's economic growth was 7.07% yoy and in Q3 2021 we experienced economic growth of 
3.51% yoy hindered by the peak of corona virus cases in the country. This positive growth, although fluctuating, shows 
the resilience of the Indonesian economy during the crisis last year. Given the peaks and valleys of the Indonesian 
economy, how will the business world respond to this? Do they remain stagnant? The current usiness conditions 
and strategies for businesses to survive in this unprecedented situation can be read in the profile interview with our 
Deloitte Southeast Asia Merger & Acquisition Services Leader and Deloitte Indonesia Financial Advisory Leader, Edy 
Wirawan on page 8.

In this edition, we also discuss the latest update of the “new gold” of the century: nickel. As the popularity of nickel 
increases for the production of electronic vehicle (EV) batteries, we present the facts and figures about lithium 
batteries, interesting updates on the nickel industry, and the plans and growth of the EV industry in Indonesia. You may 
find this topic both on page 23 and page 26.

Another highly anticipated topic was the issuance of a new law: Undang-Undang Harmonisasi Perpajakan (UU HPP) 
last year, which will have an impact on businesses in Indonesia. As currently one of the spotlight businesses that will 
be affected, how will life science and health care business actors respond to the new tax law? Is it true that there are 
regulations stating that healthcare businesses are not taxed? You may find further discussion on this topic on page 36.

In the last article, we share the information about how Fund Transfer Pricing can help banks calculate their future 
revenues and what are the challenges in implementing this method. You may read more about this topic on page 18.

We hope you enjoy the discussion of various topics we present in this edition and please let us know if you have any 
feedback or thoughts about our perspectives.

Enjoy the reading!

Best wishes from Deloitte Indonesia,

Claudia Lauw Lie Hoeng
Deloitte Indonesia Country Leader  

A Word form 
Deloitte 
Country Leader
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A cup of coffee 
with Deloitte Southeast 
Asia Mergers & Acquisitions 
Services Leader, and 
Deloitte Indonesia Financial 
Advisory Leader, 
Edy Wirawan

"We can get through this 
pandemic and (I believe) 
the Indonesian economy 
will experience very 
significant growth." 
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Everyone has experienced various hardships during 
COVID-19. This health crisis has affected many aspects 
of life, especially economic activities, including business 
operations. The pandemic has caused sluggish business 
performance. As Deloitte Southeast Asia Mergers & 
Acquisitions Services Leader and Deloitte Indonesia 
Financial Advisory Leader, Edy Wirawan sees this 
pandemic period as not only a challenge, but also 
an opening for various opportunities. Edy, who also 
serves as Government & Public Sector Industry Leader 
at Deloitte Indonesia, expresses his optimism about 
the long-term future of the Indonesian economy. In 
the very interesting discussion below, we look at what 
opportunities are opening up in the sluggish business 
world in the midst of the current unfavorable economic 
situation and how we can see a brighter future for 
Indonesia.

1. During the pandemic, economic conditions 
in Indonesia have been deteriorating since 
2020. In 2020, we experienced a contraction 
of minus 2.7%. Then in the second quarter of 
2021 it rose by 7%, and in the third quarter 
Indonesia managed to grow positively by 3.51%. 
However, in July 2021 we implemented the 
Community Activities Restrictions Enforcement 
or Pemberlakuan Pembatasan Kegiatan 
Masyarakat (PPKM) - initially at level 5 which 
was then gradually reduced to level 2. Now, 
however, we are experiencing an increase with 
the emergence of the Omicron variant. We are 
currently experiencing a serious health crisis 
and we don't know what kind of conditions we 
will experience after this. The health crisis has 
really affected business conditions. In terms 
of business, what can be done to survive this 
year and the years to come? What are the bright 
spots to recognize and dark spots to watch out 
for?
Looking back at the economic condition of our 
country for the past two years, since the beginning of 
the pandemic in 2020, Indonesia's economic growth 
since the first quarter decreased by 5%, fell again 
in the second quarter, then fell deeper in the third 
quarter, and still experienced minus growth in the 
fourth quarter. Then in 2021, in the first quarter the 
economic growth was still minus 0.74%. Then, in the 
second quarter it was announced that the economic 
growth was positive at 7.07%. But imagine, the second 
quarter showed a positive number of 7.07% after 
negative periods for so long. Compared to the second 
quarter of 2020 at -5%, on a net basis, Indonesia 
had only experienced a plus 2% growth. Then, we 

can see improved, although quite small, economic 
growth in the third quarter of 3.51%. In conclusion, our 
economy is still in a difficult condition. There is a risk 
of not growing or growing negatively, because in 2020 
our economy fell so deeply. Our economy is still not 
moving. 

When compared to the economic crisis in 1998, 
Indonesia's economic condition at that time was worse 
than neighboring countries, such as Thailand and 
South Korea, due to the influence of global economic 
conditions which were exacerbated by the domestic 
political crisis. In addition, global health conditions 
have not yet recovered. At the beginning of 2022, it 
was recorded that the number of COVID-19 cases had 
passed 300 million. On average, the world faces an 
additional 2 million new cases every day, threatening 
the current global health system, which also impacts 
the global economy, including Indonesia.  

However, the conditions at that time were still better 
than current conditions because Indonesia was still 
able to continue with production and consumption. 
We were still able to export and import raw materials 
for consumption. This was possible because factories 
abroad that produce raw materials or semi-finished 
materials needed in Indonesia could still produce 
and distribute these materials to Indonesia. This 
time, when we intend to import raw materials for 
production, the raw materials or semi-finished 
materials are not available, or even if they are, 
distribution of these materials to reach Indonesia 
is difficult. It happens because distribution is taking 
longer, so the cost becomes higher. Even if it can reach 
Indonesia, the production cannot be carried out, 
because everyone works from home during PPKM. 
In addition, if the products can be produced even 
though the raw materials are imported, for example 
kitchen spices or food ingredients, the problem is that 
these spices cannot be sold because the restaurants 
are closed. In the end, these economic challenges 
become a vicious circle. However, we are not 'alone', 
because the whole world is experiencing similar 
problems.  

Well, what can we do? In terms of the Indonesian 
economy, the government has a very important role 
here. When we talk about economic growth, apart 
from the private sector, there is also the government 
sector, whose economic spending will also affect 
future economic growth. Government spending 
should also be encouraged in accordance with the 
government's capacity for sectors important for 
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economic recovery. First, the government is currently 
very active in social spending in the form of funds and 
social assistance, which are needed by the people so 
that they can continue to consume even though they 
cannot produce, because they cannot work. This social 
funding must continue. Second, the government 
is currently actively pursuing infrastructure 
development, not only heavy-scale infrastructures 
such as roads, toll roads, airports, and others, but also 
bridges, water reservoirs, and telecommunications 
that are urgently needed by the people in this current 
situation. This infrastructure spending may be 
reduced somewhat due to budget constraints, but still 
must be carried out. For example, in this pandemic 
situation, the government needs to prioritize 
telecommunications infrastructure to support people 
so that they can work from home (WFH), pursue the 
development of health infrastructure, or food-related 
infrastructure including roads that are also important 
for the distribution of goods. We can also see that 
currently the government is encouraging SOEs (State-
Owned Enterprises) (which include 142 large SOEs 
to create programs that support the government’s 
programs, for example PT Telkom Indonesia Tbk. 
(Telkom) which continues to be encouraged to develop 
telecommunications infrastructure.

It can be seen in this case that businesses are not only 
dealing with the pandemic, but also anticipating such 
situations. The current condition is indeed not easy 
for either SOEs or private sector companies where 
income is bound to decline. How can you do business 
if your activities have been restricted since the start 
of the PPKM emergency period? As a result, many 
sectors have been negatively affected. The sectors 
experiencing the worst impact (with negative impacts 
on revenue, income and cash flow) are tourism, media, 
entertainment, and retail for non-food businesses 
such as hotel businesses, restaurants that only 
provide on-site dining, spas, wellness, and beauty. 
Prior to the pandemic, M&A activities in the cosmetics 
and beauty clinics had greatly increased. Many 
conglomerates were targeting to invest in cosmetics 
business, even cosmetics for the lower middle market 
and the online market. 

Similarly, real-estate, which before the pandemic had 
experienced over-supply, is getting hit harder now. 
We can call these dark spots, namely the current 
state of our business. On the other hand, there are 
sectors that have grown due to the pandemic, such as 
government and public services, banking, insurance, 
delivery, and health (medicine). One good sector 
today is the public service sector, which is growing 
significantly, because it is with this business that the 
government boosts the economy. 

Back again to the main question, how do businesses 
respond to this? Both SOEs and the private sector 
must use this momentum precisely to sit and reflect 
by carrying out what is known as restructuring. In this 
restructuring effort, we can find many bright spots 
to strengthen businesses so that they survive the 
current difficult times.
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2. Restructuring is an option for many businesses 
to survive, thrive, and strengthen themselves. 
Both debtors and creditors are facing problems 
during this pandemic. What are the keys to 
success in restructuring, especially during this 
pandemic?   
I always look at how companies restructure from two 
perspectives: the income statement and the balance 
sheet. The income statement is observed to see the 
profit, how many sales a company makes and how 
much they cost so we get the profit figure. The balance 
sheet shows the company's assets from which we 
deduct its debt.

Here, I will briefly summarize how companies should 
restructure. First, what should we restructure? We 
look at the company cycle, from the time the company 
starts its business, the business becomes well-
developed, until it reaches a peak and then begins to 
decline. How to keep the business from falling too low? 
How should the business be revived? What are the 
ways? To find the answers, I always look at the income 
statement, which consists of two components: the 
first is revenue, the second is expenses.

Revenue must be restructured. Precisely at this time, 
we have to see, revenue is selling price multiplied by 
sales quantity. We need to see if it still makes sense 
during the current pandemic that we charge a certain 
price (for a product). Wouldn't it be better if the price 
is reduced to maintain sales volume? In reality, many 
products are being sold at lower prices. Both price 
and quantity need to be restructured. For example, 
a hand sanitizer business that previously had a small 
sales volume now has a large volume. 

But it is also necessary to think about how to produce 
hand sanitizer in large quantities. The business needs 
to be restructured: is it necessary to add machines? 
How about raw materials? If chemical raw materials 
are still imported, it will be difficult if the source 
country is still under lockdown. Things like these 
should be considered. Material production costs must 
be structured, with the option being whether choosing 
a cheaper material will produce the same result or 
not. If the material is not available, is there a substitute 
for this material? Then for manpower, do we use 
permanent or contract workers? What about modern 
retail stores such as Indomaret and Alfamart, which 
previously operated 24 hours, but which now have to 
reduce their operating hours during the PPKM period? 
Contracts should be renegotiated with workers. 

Overheads such as electricity and water consumption, 
if possible, need to be renegotiated. This also 
includes productivity concerns. What if a company, 
that previously had three employees, now reduces 
to only 2 employees but increases its productivity 
by providing training or bonuses? Thus, everything 
is restructured. In addition, due to the current 
pandemic, companies or factories have been 
incentivized to look at automation. 

After the pandemic, we cannot think normally. We 
have to think about automation. In the past, on toll 
roads we had to pay with cash. Now we just need to 
tap on our card. After the pandemic, it is possible 
that tap cards are no longer preferable. Currently, 
PT Jasa Marga (Persero) Tbk.) is looking at ways to 
use electronic road pricing (ERP). Post-COVID-19 
conditions will make us think about "the next normal". 
Furthermore, for banks, we no longer think about 
transactions at the counter, so we do not need as 
many branches. All banks are thinking of embracing 
digital banking. So, what should these companies do? 
They have to sit down together and restructure their 
business, including the way they do business, consider 
overhead efficiencies, technology upgrades, and 
other efficiencies. This also applies to SOEs engaged 
in technology or digitalization. For example, the use of 
the Internet of Things (IoT) in plantations is also part 
of the use of technology that needs to be considered 
today in terms of efficiency and effectiveness. 

Our consulting service (Deloitte Consulting) also 
focuses on the use of technology. Other things include 
pursuing business strategies with digitalization and 
marketing methods that may also be new. So, all 
aspects need to be restructured. The steps taken 
in restructuring are bright spots in business in 
Indonesia.  

"After the pandemic, we cannot 
think normally. We have to think 
about automation."
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Then, after the restructuring step, we need to look 
at the balance sheet. The balance sheet comprises 
assets and liabilities. We also have to restructure 
assets. We need to look at assets that are still 
productive. For example, we should think about things 
like: if we have a high-capacity machine that is only 
used to a limited extent for production, should this 
machine be kept or sold? During this pandemic, unlike 
the previous production schedule, which was 3 shifts, 
a company only operates 2 shifts. If this machine is 
for sale, it may be sold at a low price. Or if there is 
unused land, is it better to sell this land? So, assets 
also need to be restructured. If before the pandemic 
the inventory you had was for 3 months, then you 
need to rethink whether this inventory needs to be 
changed for 2 months or 1 month. Or, in cases where 
there are certain sectors where raw materials have to 
be imported but supplies have been very difficult to 
obtain during the pandemic, we have to think about 
what we have now. 

Another example is from the banking sector. In 
the past, banks competed to have automatic teller 
machines (ATMs) and monitored the amount of cash 
available every day. Currently, how many people go to 
ATMs? Banks also have to sit down and restructure, 
for example, whether it is necessary to provide 
large amounts of cash while people are reluctant 
to hold cash or leave the house and prefer to make 
payments through non-cash platforms, such as 
Gopay or ShopeePay. So is the case with debts. For 
example, if a company has receivables with a term 

of 30 days, during the pandemic many companies 
have experienced difficulties. If the company has the 
financial capacity to absorb the arrears for longer 
periods, it is better to be in arrears longer. With a 
longer arrears, it means that the costs incurred are 
higher. The way out is by installments. The important 
thing to take into account is that there is money 
coming in, so that there is a cash flow gradually 
reducing our receivables. These points can also 
be considered as bright spots in business. In the 
case of collectable debt, even though we do not 
receive interest, this situation is still better than if the 
company goes bankrupt. 

So, restructuring is not only about restructuring bank 
debts, but also other debts, such as trade debts. 
For example, if there is a 30-day invoice bill, in the 
pandemic, is it possible to extend it to 60 days without 
being penalized, so as not to add to costs? Therefore, 
we can restructure the trade debt. We can talk to 
the supplier or office space provider, for example, 
whether the rental can be lowered or not. If not, 
can the installments be extended? For example, the 
installment for one month is extended to two months 
because employees WFH so the office space cannot 
be used efficiently. These options are considered with 
the aim of supporting the company's business which 
is currently experiencing a decline. 

For companies that are actually doing well during 
the pandemic, banks will definitely not restructure. 
Banks must also proactively monitor companies or 
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businesses. For example, if a restaurant that has a 
debt to a bank but is unable to open its business 
because of PPKM, if it is just ignored and is still 
asked to pay the debt as usual, the restaurant can 
go bankrupt. So, if the restaurant wants to extend 
its debt repayments from 5 years to 8 years, this 
is no problem compared to a situation where the 
restaurant goes bankrupt and loses all its debts to 
the bank. So is the case of individuals who get loans 
from banks. Banks must have a strategy and sit down 
with debtors who may be affected by layoffs. This 
condition must greatly affect the individual’s ability to 
make payments. Banks need to create a new strategic 
structure. We cannot carry out the strategy as before 
the pandemic because circumstances have changed. 

Thus, from the balance sheet as I explained, we can 
see assets, machinery, inventory, and others. Then 
in terms of debt obligations, in addition to bank 
loans, there are also trade payables and tax debts. 
Currently, the tax office also relieves many companies 
by restructuring their tax debts. In the balance sheet: 
assets minus liabilities (debt obligations) is called 
equity, i.e. share capital to which the remainder 
or accumulated profit is added each year. Capital 
comes from owners, shareholders, or investors. 
So, the capital obtained is in the form of loans from 
investors, for example in the form of bonds, or in 
the form of capital that can come from two or three 
companies and from investors. For instance, the 
Japanese company Sumitomo enters into a company 
in Indonesia by acquiring a 60% shareholding and the 
other 40% of the shares is owned by Indonesians. 
Thus, such companies are called foreign investors. 
Or it can be that this investor is a financial or private 
equity company, where they only have capital or 
money and then invest in the company through 
acquisitions. 

For business, we must be able to help companies 
rise again before they fall down too far. This is a 
restructuring concept. In essence, all companies, 
especially in sectors affected by the pandemic, must 
sit down, reflect, and restructure all elements that 
build their business, not only in terms of income or 
costs related to handling COVID-19, but also in terms 
of assets and liabilities.

3. What about businesses that pursue M&A during 
the pandemic? What is the difference compare 
to "normal" time? What is the impact on the 
national economy?
Today, investors are very selective about investing in 
companies. So far, before the COVID-19 pandemic, 
both companies and government projects in 
Indonesia depended on foreign company investors, 
or at least many of them depended on foreign 
investments through acquisition programs from Japan, 
Korea, China, and other countries. Prior to COVID-19, 
investments especially from China continued to 
increase year-on- year. During the pandemic, due to 
restrictions on people's movements, limited flights 
and arrivals of foreigners to Indonesia, as well as the 
economic slowdown, investors finally postponed 
acquisitions. 

When people talk about the entry of foreign 
investments, it is not about foreign investment itself 
because domestic investments can also be obtained, 
but what we are talking about is the purpose of the 
investment, which is to encourage economic and 
business growth. Investors being reluctant to invest 
does not only occur in Indonesia, but also throughout 
the world. This is also the case with merger activities. 
M&A activities have indeed decreased. For merger 
activities, if we look at the data from mergermarket.
com at the end of 2019 or prior to the start of 
COVID-19, the global trend of merger activities had 
already shown a decline. This was followed by another 
20% decline in global M&A activities in 2020, until after 
August 2021, when we saw signs of recovery in M&A 
activities. In 2021, there was hope for an increase with 
the decline in the number of COVID-19 cases towards 
the middle of the year, so people were optimistic, 
but in fact the number of cases rose sharply with the 
emergence of new variants, particularly the Delta 
variant. This happened all over the world, not only in 
Indonesia. 
 
In recent years Asia has become the main target 
market for M&A activities from European or American 
investors, especially the Southeast Asia region, which 
is known as a hot market. But the current profile 
shows a decline of 48% in M&A transactions. How 
about Indonesia? Indonesia’s M&A activities fell 33% 
lower than Southeast Asia. The trend is the same, 
reducing until 2021. 

Throughout 2020, SOEs under the leadership of 
Pak Erick Thohir, increased their M&A activity in 
accordance with government programs. He has 

"For business, we must be able to 
help companies rise again before 
they fall down too far."
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strongly encouraged restructuring, by suggesting that 
all SOEs that have many subsidiaries to consolidate. 
For example, by doing an analysis: if a company has 
50 subsidiaries, why not reduce these to 25? Those 
engaged in similar business fields are merged into 
one. Or, if a subsidiary is in distress, it can be sold 
to another party or liquidated altogether. Using 
the momentum of the pandemic, many SOEs have 
conducted studies related to restructuring their 
organizations or companies, eventually leading to 
divestment or liquidation or even mergers. Mergers 
can also be done between SoE companies. For 
example, there are 37 SOE hospitals in Indonesia. 
These hospitals can be merged. 

Similarly, in the Indonesian banking sector there 
used to be 120 banks. After the Financial Services 
Authority (OJK) promoted the need for restructuring, 
this has led to many banks being acquired and 
merged, so that there are now 105 banks in Indonesia. 

Therefore, the goal of a merger is to achieve efficiency. 
Private companies also need to sit down to consider 
restructuring. In general, M&A activity is an indicator 
of economic dynamics. The main purpose of mergers 
and acquisitions is to obtain efficiencies. For example, 
Gojek and Tokopedia, which previously had two 
marketing units, now have only one marketing unit 
or, which previously had two sets of expenses, now 
possibly have 1.5 expenses. And so, this is the case 
with acquisitions. Acquisitions are also conducted so 
that a company can grow. Thus, if M&A activities are 
carried out and the strategy is correct, it will make 
the company increase its growth. In turn corporate 
growth will feed through into national economic 
growth. 

4. In a time of pandemic with many business 
sectors implementing Work-from-Home, does 
this affect the emergence of many conditions 
that trigger fraud in companies? What is the 
role of forensic audit and fraud detection in 
this case? What is the role of digital forensic 
auditing?
Before responding directly, I want to explain 
something: before COVID-19, there were two 
types of fraud: unintentional wrong actions due to 
misunderstanding and intentional wrong actions. 
The first type occurs because the person doing the 
wrong action does not understand the Standard 
Operating Procedure (SOP) or the regulations. Fraud 
is a wrong action, for example, an error in carrying 
out a procedure. It can happen at a business or 
state level. Second, wrong actions that occur on 
purpose or intentionally, such as individuals who 
commit corruption, etc. Before the pandemic, risk 
management was carried out to anticipate possible 
problems. All companies need to do that. 

For example, banks must carry out a KYC (know 
your customer) process. There are procedures that 
have been developed. If a wrong action occurs, an 
investigation known as a forensic audit will be carried 
out. In this process, it is necessary to find out who is at 
fault, who does it, the reasons behind committing the 
wrong act, and whether the act is intentional or not. 
If the wrong action is done unintentionally, training 
will be given. If it is done intentionally, it needs to be 
processed and the company needs to make stronger 
protection. 
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During the pandemic when people are WFH, there 
is an opportunity to take advantage of the PPKM 
conditions by abusing them. Work procedures that 
were initially A, B, and C, have to become more flexible 
in the PPKM situation. For example, initially there 
were documents requiring wet signatures, now the 
requirement has changed to electronic signatures. 
These kinds of changes can create new loopholes for 
irresponsible people to take advantage of. Protection 
against these risks must be strengthened. To give a 
shock effect, a forensic audit must be carried out. In 
the case of M&A, for example, it can happen where 
a company was acquired before the pandemic, so 
that 50% of the shares are owned by the old owners 
and 50% are owned by new investors. When the 
pandemic occurs, decisions made by executives are 
contradicted, some are unsure of the path taken or 
why it is at a large cost, etc. which results in a conflict. 
When an investigation is carried out, it turns out that 
there is a misunderstanding about the procedure, 
SOP, or someone who deliberately misuses the new 
SOP. It is possible that the two shareholders do not 
deceive each other, but it is the company's employees 
who commit the fraud.

The demand for forensic audits has increased during 
the pandemic. However, the end of every problem for 
companies is through a solution where the company 
needs to sit down and restructure its protection and 
risk management, thereby reducing the occurrence of 
leaks. We hope that there will be fewer investigations 
such as forensic audits in the future, but this will 
happen gradually. 

In addition, we need to talk about the emergence of 
the use of digital technology in banks that are now 
using mobile banking. The controls and protections 
related to the use of digital technology must be 
strengthened, because now we often hear about 
cases such as customers losing money, economic 
cybercrimes or other cybercrime activities. Such cases 
must be anticipated. Digital crimes are more complex, 
and the forms of crime are also sophisticated. 

5. How do you see Indonesia's future economic 
prospects post COVID-19? 
For this question, I will answer first with a question: 
can the pandemic end? History shows that a 
pandemic like this happened in 1918-1920. Pandemics 
in the past occurred and then ended. So, when will 
the current pandemic end? Well, that's what we don't 
know. But we can predict that is when herd immunity 
is achieved. Herd immunity occurs when a sufficiently 

large percentage of people who have experienced 
COVID-19 have acquired natural immunity and 
those who have never been sick but have been fully 
vaccinated (i.e., have received three shots, including 
a booster) or so that immunity among the general 
population can been formed. If that happens to 
people around the world, the pandemic can possibly 
end. This will not occur in one day or one week, but 
only gradually. 

What does this mean? Economic recovery will 
also only occur gradually. This will also affect M&A 
activities. In 2020, Japanese investment in Indonesia 
fell very significantly, Chinese investment which was 
previously the 15th largest in Indonesia rose to No. 
7, then rose again to No. 5. But during the pandemic 
it fell immediately. Today, after more than a year of 
not 'spending' (i.e., making acquisitions), fund owners 
are starting to get busy looking at which companies 
are attractive enough to acquire, even though they 
may not have spent the money. We need to accept 
that normal conditions (as we knew them before the 
pandemic) have not returned yet, but we have to 
adapt ourselves to face the new normal. 

How can we do this? We must conduct our business, 
whether through acquisitions or by restructuring to fit 
the new normal. The trend of economic improvement 
will be gradual following the end of the pandemic. 
For Indonesia, it is very important that the COVID-19 
pandemic ends. The issue that concerns me is the 
possibility of Indonesia experiencing an economic 
crisis such as occurred 1998. Although the global 
economy was fine, we were in crisis. This would 
make everyone miserable if it happened. Indonesia's 
population is very large, and the community lacks 
discipline, this can make solving problems related to 
the pandemic move slowly. 

"If we are still struggling with 
the pandemic while others have 
finished dealing with it, M&A 
activities will be greatly affected, 
not only because the pandemic, 
but also that the economy has not 
recovered."
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Neighboring countries such as the Philippines and 
Thailand are also experiencing the same thing. If 
you look at the vaccination roadmap, Indonesia's 
vaccination target is for 75% of the population to be 
fully vaccinated by mid-2022. This is slower than other 
ASEAN countries such as Vietnam's target of 50% in 
2021. 

What about other countries, such as the United States 
and European countries? Their vaccination target 
schedules are faster than Indonesia’s. So, it is not 
impossible that an economic crisis could reoccur and 
produce a more severe downturn, at a time when 
other countries are free from the pandemic while we 
are still dealing with the issue of vaccines. Imagine 
if factories in Europe, the United States, or China 
are already operating fully. They can export to other 
countries, except to Indonesia because these exports 
are still hindered by PPKM. Therefore, the government 
and the public must be aware that we must move 
faster or at least as fast as other countries in pursuing 
vaccination targets. If resolution of the pandemic 
is slow, economic growth will also be slow. If we are 
still struggling with the pandemic while others have 
finished dealing with it, M&A activities will be greatly 
affected. People would not want to come to invest (in 
Indonesia) because it is not only about the pandemic 
but also the fact that the economy has not recovered. 

In addition, many companies have not been able to 
run well during the pandemic. Therefore, it is possible 
that investors will not be able to achieve expected 
returns. This means that if M&A has not been able to 
recover as quickly as before the crisis, contributions to 
the Indonesian economy resulting from M&A, such as 
efficiency gains, may not happen as quickly as desired 
which could result in slower than targeted growth. 

However, I firmly believe that the pandemic can be 
brought under control. I think 2021 was the lowest 
point of the pandemic. If we look at the second 
quarter of 2021, the Indonesian economy started 
to turn around even though it had not returned to 
pre-pandemic levels. But this is a good sign. We can 
already expect growth in business including M&A. We 
are not talking about negative growth, but positive 
growth, although this increase in growth can be fast 
or slow. This growth can be as high as 15% or 20%, but 
it can also be only 5% or 7%. I see the future of the 
Indonesian economy positively. There have been many 
world studies about the future of Indonesia which 

are very prospective. I am referring to various studies 
conducted by World Bank, McKinsey, and others. My 
analysis from the M&A side also reaches the same 
conclusion. Indonesia was a very attractive market in 
the pre-pandemic period. 

Our resources are abundant. Today if we look at all the 
large start-up companies from Indonesia, the whole 
business world is talking about Indonesia. People talk 
about Bukalapak which recently conducted an Initial 
public offering (IPO) or Traveloka's plan to conduct 
an IPO both in Indonesia and in the United States. 
Imagine, even for a travel platform whose industry is 
in a slump right now, people are already talking about 
the business in the future. Which global bank doesn’t 
come to Indonesia? Indonesia is indeed extraordinary. 
One day when I was taking a taxi, I talked to the taxi 
driver. I said that his children must always be in good 
health and have a good education, so that they can 
enjoy the time when Indonesia becomes a major 
economic power in the world. We need to make them 
able to enjoy those moments. Usually, the people I 
talk to immediately get excited after hearing that. I 
really believe that Indonesia has major resources to 
go in that direction. Of course, to get there, I have 
a few notes: stop the pandemic and fix the level of 
corruption in this country.
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Introducing Funds 
Transfer Pricing in 
Banking
Does Funds Transfer Pricing (FTP) assess a 
bank’s profit? How does FTP actually work? 

To determine whether a bank is profitable is not a simple 
task. Having a wide range of products, services, or 
activities, the simple question of profitability becomes 
a complex puzzle requiring a much-needed solution. 
This causes investors to ask if “I still haven’t found what 
I’m looking for”. Funds Transfer Pricing (FTP) is one of 
the methods that seeks to answer such a conundrum 
in a consistent and fair manner. However, FTP itself can 
be challenging to implement as it requires not just the 
proper methodology in place, but also support from the 
business units and technology tools. This discussion will 
be structured into three segments in order to assist with 
our understanding of FTP. The first is an overview of FTP. 
Secondly we discuss the methodology required, and 
thirdly we deal with common challenges/ misconceptions 
related to FTP.



Deloitte Indonesia Perspectives  | Third Edition, February 2022

19

using the average rates in the respective pools, e.g. Avg 
3M Assets vs Avg 3M Liabilities. There are two issues 
with this approach: the first is that it does not reflect the 
actual risk-free funding rates charged by and charged 
to the bank. The second drawback is the role of deposit 
taking is reduced to only being a “cost driver”. In other 
words, it assumes that Bank is self-contained within itself. 
It assumes there is no wider banking system in place that 
may provide liquidity/ interbank transactions.

This is where the Matched Maturity Method steps 
in. Instead of using maturity pools, rates/ prices are 
assigned to each transaction separately based on 
maturity on a Yield Curve. Rates are charged on each 
individual transaction. The Yield Curve itself is considered 
as the mediator between the Asset and Liabilities, as the 
gauge for risk-free rates for the bank. This Yield Curve 
can utilize any prevailing available risk-free rates regime 
available in a currency (e.g. JIBOR or SOFR). This method 
provides several benefits to the bank:

• The rate can tell actual cost of funds of each tenor and 
currency.

• Since interest rate risk has been embedded into the 
FTP rate, business units can focus more on credit 
spread in product pricing.

• Improvement in pricing decisions. FTP rate has already 
reflected the opportunity cost and return at the 
product/customer/account level. 

• It can be used to drive business strategy effectively in a 
flexible manner.

• Improves transparency to identify less profitable 
products or impact of promotion products on Net 
Interest Margin (NIM).

What is FTP?
Funds Transfer Pricing in essence is a process to 
determine whether a bank is making money or will “bite 
the dust”. One of the first common misconceptions of 
FTP is that banks do not implement FTP for the purposes 
of profitability assessment. This is not true, because even 
the most basic banks use a methodology to measure Net 
Interest Margin. However, in the most basic methodology, 
interest income and interest expense are simplified into 
only two single pools. In FTP methodology this method is 
“amended” to become what is referred to as the “Single 
Pool FTP Method”. 

The issue with the Single Pool FTP Method is 
oversimplification. In banks assets or liabilities are not 
concentrated in a single time horizon (e.g. only in 1 
Month, 3 Months, or 6 Months), or in other words, a 
single cost of funds. Assets and liabilities profiles span 
all possible time horizons from one day to tens of years. 
In the Single Pool Method, a 1-Year loan is blended with 
a 1-Month loan, which muddies the calculation of the 
charged interest rate and/ or cost of funds (in case of 
deposits). One real-life example of the drawback of this 
method is the possibility that a 1-Year Liability is charged 
a higher rate than a 1-Year Loan, resulting in a negative 
Net Interest Margin like a Supermassive Black Hole. 

FTP then is more commonly seen as the implementation 
of two more advanced methodologies: Multiple Pool 
and Matched Maturity Method. In Multiple Pool, (interest 
rate sensitive) assets and liabilities are divided into 
several pools based on their maturities/ repricing terms. 
This method provides a more accurate approach to 
determining interest rates for both assets and liabilities. 
However, this method usually calculates interest rates 
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What Do You Need?
A matched-maturity method requires a Yield Curve 
to start the process. This can be initiated by using the 
prevailing currency risk-free rate (e.g. JIBOR, SOFR, etc.). 
However, this risk-free rate is limited and is only available 
up to 1 Year. Therefore, a bank can extend this further 
by utilizing either a Swap Curve or a Government Bond 
Curve to cover the bank’s portfolio for maturities of more 
than 1 year. This is called the Base Curve.

After the Base Curve is constructed, a bank needs to 
add its specific Liquidity Premium and a Bid-Ask Spread. 
Liquidity Premium is the liquidity cost/ opportunity cost 
incurred by the bank, due to regulatory or internal risk 
management guidelines. A Bid-Ask Spread is the spread 
from the rates available in the market to separate the 
Assets from the Liabilities curves. 

The next step is to utilize a Behavioral Analysis to 
correctly categorize the bank’s products into respective 
tenors. This is especially important for products that 
don’t have any definite maturity/ tenor e.g. Current 
Accounts or Savings Account or where contractual 
maturity may be different with the actual maturity (e.g. 
loan prepayment). To estimate the correct profile, a 
bank may look into historical data to find patterns or 
utilize statistical models, but most important of all is to 
have discussions with the business unit to understand 
product behavior. 

The key component in Matched Maturity is the allocation 
of Transfer Mechanism based on the maturity of each 
transaction. Different products may have different 
characteristics. Therefore, a suitable transfer pricing 
method should be determined depending on different 
features of the product. Transfer pricing calculation 
methodologies can be group into two categories:

Cash-flow based methods: These methods are used 
to price instruments that amortize over time (e.g. 
Loans). They generate transfer rates based on cash flow 
characteristics of the instruments. Therefore, cash flow 
data is required to be able to apply these methods. 

Non-cash-flow based methods: There is no definite cash-
flow in the products. Hence, to price them, a bank should 
utilize methods that do not consider cash flow data (e.g. 
Credit Card).  For example, they should be applied to 
products that are in the form of product balance or do 
not produce any cash flow during the transaction period.

The final step for the calculation required in the Matched 
Maturity method is the Rate Adjustments. As much as 
banks strive to achieve fairness in developing FTP Rates, 
occasionally there can be a specific product/ direction 
from management that requires an adjustment to rates. 
This should be avoided as much as possible as it may 
endanger the fairness concept (or the saying “Everybody 
Else Is Doing It, So Why Can’t We?”), and trigger an 
unending cycle of adjustments. But if the occasion 
arises, it is possible to perform final rate adjustments. In 
practice this means raising or lowering the final FTP rate 
calculation for a specific product/segment.

Common Challenges/ Why Is It Misunderstood
With all the benefits of Matched Maturity FTP, there are 
challenges or misconceptions in the industry regarding 
its implementation. The first challenge is the idea that 
most banks or businesses in Indonesia or perhaps in 
Southeast Asia operate on a relationship basis. Any 
attempt to standardize the practice into a consistent 
manner will be opposed by the business team. In some 
ways this may be true. Some banks do have special 
rates for loans or deposits that sometimes go beyond 
established rates. However, the point of FTP relates to 
the issue of having a consistent and fair transfer method 
in a bank. It does not have to directly translate into 
pricing mechanics or performance management. We 
suggest that if a bank wants to implement FTP, the bank 
should implement not directly into pricing mechanics 
or performance management, but initially to simply 
understand how the bank operates in terms of pricing. 
Afterwards it can be extended to cover other functions 
which are in accordance with the way the bank operates.

Secondly, the idea of fairness is difficult to measure and 
implement across the board. What is fair for the Credit 
Division may not be fair for the Funding Division, and 
vice versa. The issue of fairness itself is tricky because 
it is more often not about fairness but about whether 
a division in a bank can earn a higher margin than any 
other. In real life, the ALM/ Treasury team in charge of the 
FTP calculation will be in a difficult position to provide 
the rate charges. Our suggestion is for the bank to 
establish a strong FTP Team that looks not at a particular 
division, but for the benefit of the bank as a whole. Any 
methodology and/ or revision to such methodology 
must be approved by the Board of Directors and should 
be well documented. Another suggestion is to revisit 
the FTP methodology periodically to ensure the yield 
curve, behavioral analysis, and business concerns are 
addressed.
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Third, the use of Excel spreadsheets need not apply. 
FTP requires complex calculations that represent the 
process all of a bank’s transactions individually. For a 
simple bank, FTP can still be implemented by means 
of spreadsheet calculations, although this may be 
risky due to errors. However, for a bank with millions 
of customers, a system should be in place to measure 
and calculate all transactions. Our suggestion is to start 
smaller with the Multiple Pool method to ease the bank 
into the concept of FTP. This may not require a complex 
system to calculate. Once a bank has adapted to the idea 
and is prepared to go further, the bank may consider 
implementing a system to calculate all transactions. 
Again, this may depend on whether the bank wants to 
integrate FTP calculations with all of the bank’s financial 
accounting or simply use it managerial and strategic 
purposes.  

Writers:

Aldrich Anthonio 
Aldrich Anthonio is a Director in Deloitte Risk Advisory. 
He was also a former DJ who is currently completing his 
dissertation for doctorate degree in Philosoply.

Gregorius Randell
Assistant Manager in Deloitte Risk Advisory with 
specialization in regulatory and legal support and financial 
services. 
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Highlights on the 
Development of 
the Lithium Battery 
Industry in Indonesia
1. Electronic Vehicles (EV) are expected to 

represent 50% of new vehicle sales by 2035 
globally. Therefore, demand for nickel will surge as it 
is an essential material for lithium battery production. 
Experts note that batteries which have a higher nickel 
content have greater energy and storage at a lower 
cost, allowing Electronic Vehicles to travel longer 
distances.

2. With a target of 2.2 million EVs being in use in 
Indonesia by 2030, there will be a need for 31,000 
battery swapping stations and charging station points 
by then. As part of its efforts to achieve its 2030 
targets the Indonesian government set a target 
of installing 572 charging stations in 2021.

3.  Indonesia has the largest nickel reserves in the 
world. These are located mainly in the eastern part 
of the country, primarily in Sulawesi and Halmahera. 
Indonesia has approximately 23.7% of the 
world’s known nickel reserves, totaling 21 
million metric tonnes. 30% of these nickel reserves 
are controlled by Indonesia’s state-owned mining 
industry holding company, MIND ID, and its subsidiary, 
PT Aneka Tambang Tbk (Antam).

4.  Since 2020, the Government of Indonesia has banned 
nickel ore exports pursuant to its goal of producing 
higher value-added nickel products domestically. 
By banning nickel ore exports, domestic miners 
need to increase the value of nickel products, for 
example, by refining into purer nickel products or 
processing ore for battery manufacturing. In addition, 
construction of nickel smelters has become a focus for 
the Government of Indonesia. 30 out of 48 smelter 
projects that are targeted to be operational 
in 2024 are for nickel. In 2021, the Government 
of Indonesia targeted 16 nickel smelters to be 
operational.

5. In July 2021, the Indonesian Ministry of 
State-Owned Enterprises announced the 
establishment of PT Industri Baterai Indonesia 
(IBI), a Joint Venture between Pertamina, Antam, 
PLN, and MIND ID. These four SOEs have cooperated 
and aim to create an electric vehicle ecosystem by 
integrating upstream and downstream, where each 
of the SOEs takes part in the battery industry supply 
chain.
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Source:
• Dukungan Kementerian ESDM untuk percepatan 

pembangunan Proyek Smelter Nickel, Kementerian 
Energi dan Sumber Daya Mineral, 19 Agustus 2020

• Growing demand for electric vehicles a boost for 
Indonesia’s economy, www.thejakartapost.com, 28 
Mei 2021

• Harga dan Kesiapan Infrastruktur jadi Tantangan 
Adopsi EV di Indonesia, www.antaranews.com, 31 
Agustus 2021

• Indonesia Aims to Produce 600,000 Electric Cars, 
www.jakartaglobe.id, 14 Juli 2021

• Indonesia Battery Cell Industry - Electric Vehicle 
Battery Cell Factory in Indonesia, www.bkpm.go.id, 
2020 

• Indonesian ESG & Sustainability, Ministry of 
Investment/BKPM

• Indonesia’s Nickel Industrial Strategy, www.csis.org, 8 
Desember 2021

• Ini Progres Pembangunan 4 Smelter di Tahun 2021, 
www.esdm.go.id, 8 Juni 2021

• Juli, Holding BUMN Baterai Akan Resmi Dibentuk, Ini 
Namanya, www.cnbcindonesia.com,  4 Maret 2021

• LG & CATL Kuasai 55% Pasar Baterai Dunia, Begini 
Target RI, www.cnbcindonesia.com, 6 Januari 2021

• Nickel in batteries, www.nickelinstitute.org

6. The Government of Indonesia announced a 
roadmap to produce 600k EV cars and 2.5mn EV 
motorcycles by 2030. Hyundai is one of the investors 
in EV production. It has already invested in a USD 
1.5 billion facility which is planned to launch its first 
models by March 2022.

7. With the largest nickel ore reserves and an increasing 
number of smelters, most of Indonesia’s Foreign 
Direct Investment (“FDI”) is anticipated to be in 
downstream production of Lithium-ion (li-ion) 
batteries. Major players announcing future projects 
include: LG Energy Solutions and Contemporary 
Amperex Technology.

Editoral team in collaboration with 
Paulus Miki Kurniawan
Paulus Miki Kurniawan is a Merger and Acquisition 
Transaction Services, Energy, Resources and Industrials 
Director at Deloitte Indonesia
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Overview of 
Indonesia's EV 
downstream sector: 
A focus on nickel
Over the last decade, demand and 
production of electric vehicles (EVs) 
has been ramping up across the globe. 
According to recent statistics, global EV 
sales accounted for 3.2 million units or 
4.4 percent of the total market in 2020 – 
a significant increase from 2011, when it 
accounted for only 0.1 percent. This figure 
is even more impressive when compared 
to its 2019 numbers: within the span of 
one year, the market had expanded by 
some 40 percent1. 

1 “Soal Kendaraan Listrik, Indonesia Perlu Belajar dari AS, Norwegia dan China”, www.liputan6.com, 23 Februari 2021
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Although the global EV market remains dominated by 
first-mover markets, such as China, Norway, and US, 
promising traction can be observed in many other 
markets. In Indonesia, for instance, where EV sales 
accounted for less than 0.2 percent of total vehicle sales 
in 2019, enthusiasm for EVs has become much more 
palpable on the back of recent government initiatives. 
These include, for example, the inclusion of EVs in the 
National Electricity Plan, which set the ambitious target 
of having EVs comprise 20 percent of all vehicles on the 
road by 20252.

As Indonesia continues to accelerate its EV uptake, it 
is therefore timely that we also consider the readiness 
of its downstream EV sector. In particular, with the 
exponentially growing global demand for nickel – a key 
element in the manufacture of EV batteries – there is 
the question as to whether Indonesia could find ways to 
enhance its nickel production capacity and capabilities to 
harness this growth. 
 
An ambitious EV roadmap
Indonesia’s EV ambitions were set out by the landmark 
Presidential Regulation No. 55/2019 signed by President 
Joko Widodo in August 2019, which contains provisions 
on local content requirements (TKDN), fiscal and non-
fiscal incentives, and related infrastructure such as 
charging stations (see Figure 1). In terms of the TKDN, 
the regulation mandates that both two-wheelers 
and four-wheelers must contain at least 80 percent 
locally manufactured components by 2026 and 2030 
respectively. 

More detailed provisions were later set out in two 
implementing regulations issued by the Ministry of 
Industry in November 2020. In addition to detailing the 
calculation methodology for the TKDN, the Ministry 
of Industry Regulation No. 27/2020 also provided a 
development roadmap for the EV and battery industry in 
Indonesia (see Figure 2). 

Meanwhile, Ministry of Industry Regulation No. 
28/2020 requires assembly to take place in Indonesia 
for Completely Knock-Down (CKD) and Incompletely 
Knock-Down (IKD) vehicles. It also provides for various 
tax incentives to be given to both EV manufacturers and 
consumers.

In terms of the downstream EV sector, the Indonesian 
Battery Corporation (IBC), an electric battery holding 
company with majority stakes held by four state-owned 
enterprises – Mining Industry Indonesia (MIND ID), PT 
Pertamina, PT Perusahaan Listrik Negara (PLN), and 
PT Aneka Tambang Tbk3 – was inaugurated by the 
government earlier in March 2021, with the mandate of 
synergising the end-to-end EV battery value chain from 
upstream projects to battery derivative products.

Shortly later in July 2021, it was announced that the 
IBC had inked a US$1.1 billion deal with a South Korean 
consortium comprising Hyundai Motor Company and LG 
Energy Solution for a joint venture to build an EV battery 
cell factory in Karawang, West Java, with a production 
capacity of 10 gigawatt hours (GWh)4.

While these are promising signs of progress, much more 
remains to be done. To understand the scale of the 
challenge that lies ahead, Indonesia has set a national 
target of reaching 2 million electric cars and 13 million 
electric motorcycles by 20305. This would translate into 
nearly 800,000 tonnes of lithium batteries – all of which 
are expected to be met by domestic production.

2 “Indonesia Target Produksi 20% Kendaraan Listrik pada 2025”, www.100kpj.com, 16 November 2020 
3  “SOE Minister Inaugurates Battery Holding Company, Paves the Way for $22b Partnerships”. www.jakartaglobe.id. 27 Maret 2021. 
4 “Indonesia inks $1.1b deal with Korean firms to build EV battery cell factory”. www.thejakartapost.com. 30 Juli 2021.
5 “Mobil Listrik Mengaspal, RI Bakal Butuh Baterai 800 Ribu Ton”. www.cnbcindonesia.com. 20 Mei 2021.
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Figure 1: Indonesia’s goals for electrification

Source: Deloitte analysis based on data obtained from Ministry of Energy and Mineral Resources (ESDM).
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Figure 2: Development roadmap for the EV and battery industry in Indonesia
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Indonesia’s downstream nickel sector
Broadly, there are three different types of EV batteries. 
The first type is Nickel Cobalt Aluminium (NCA), which 
has a heat resistance of 150°C and a production cost of 
approximately US$350 per kWH. The second type, known 
as Nickel Manganese Cobalt (NMC), has a heat resistance 
of 210°C and a production cost of US$420 per kWH. 
The third type is Lithium Iron Phosphate (LFP) which 
has a heat resistance of 270°C and a production cost of 
approximately US$580 per kWH. 

Both NCA and NMC use nickel as an element in their 
manufacture, and generally cost less than LFP which 
does not use nickel in its production. Nickel is also the 
preferred metal element as precursors for the cathode 
– one of three main components of lithium-ion EV 
batteries alongside the anode and electrolyte6 – as it has 
a dominant metal component capable of storing greater 
energy at lower cost, and which therefore enables EVs to 
cover longer distances7.

In recent months, growing demand for EVs have resulted 
in soaring nickel prices. Since early 2021, price levels have 
risen dramatically from around US$15,000 per tonne to 
over US$22,000 per tonne in January 2022 – the highest 
level since August 2011 on the London Metal Exchange8. 
This trend looks set to continue, with recent estimates 
suggesting that the compound annual growth rate 
(CAGR) of nickel demand for battery products is likely to 
come in at around 32 percent between 2019 and 20309. 

As the top nickel producer globally since 2019, Indonesia 
is therefore well-positioned to capture this next wave 
of growth in the EV downstream sector. Home to the 
world’s largest nickel ore reserves, it holds an estimated 
21 million metric tonnes or 22 percent of total nickel 
reserves (see Figure 3 and 4).

6 “The Life of Ni”, Nickel Institute, 2016
7 “Nikel Demi Kemandirian Energi Jangka Panjang,” www.medcom.id, 30 Agustus 2019
8 “Saham Nikel Ramai-Ramai ‘Nyungsep’ Ada Apa”. www.cnbcindonesia.com. 17 Januari 2022.
9 “Tesla, Nikel, & Mengapa RI Strategis di Industri Mobil Listrik”. www.tirto.id. 16 Februari 2021.

Figure 3: Global nickel reserves in million metric tons (2020)
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10 “Peluang Investasi Nikel Indonesia”. Ministry of Energy and Mineral Resources. 2020. 
11 PT. Vale Indonesia fact sheet, situs web Vale Indonesia, 2021.
12 “Ini 5 Produsen Nikel Terbesar RI, Siapa Jawaranya?”. CNBC Indonesia. 7 Juli 2021. 
13 “AP3I sebut kepastian regulasi pengaruhi kelangsungan hilirisasi nikel dan bauksit”. Kontan. 14 Februari 2021. 
14 “5 Smelter HPAL Pemasok Bahan Baku Baterai Beroperasi di 2023”. CNBC Indonesia. 28 Oktober 2020. 
15 “New projects for battery material nickel need a price spur”. Reuters. 27 Agustus 2019. 

Figure 4: Global nickel production in thousand metric tonnes (2019)
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Source: US Geological Survey (USGS), 2019.

According to data published by the Ministry of Energy 
and Mineral Resources (MEMR), there were at least 
292 nickel Izin Usaha Pertambangan Operasi Produksi 
or mining operation and production business licence 
(IUP-OP) holders in 202010, with the majority located in 
Sulawesi, Maluku, and Papua. Key main players include 
PT Vale Indonesia, with a total concession area of 118,017 
hectares comprising its operations in Soroako Block 
(South Sulawesi) and other locations11; 
PT Bintang Delapan Mineral with 21,695 hectares; 
PT Aneka Tambang Tbk with five nickel mines in Sulawesi; 
PT Makmur Lestari Primatama with 407 hectares; and 
PT Citra Silika Mallawa with 475 hectares12.

In addition, there were also 13 nickel smelters in 
operation across Indonesia in 2020. The government 
intends to increase this figure to 30 by 202413, with five 
smelters equipped with the advanced high pressure acid 
leach (HPAL) technology expected to begin operations by 
202314 (see Figure 5 and 6).

Generally, nickel output is classified into two categories: 
Class 1, which refers to electrolytic nickel, powders, 
briquettes, and nickel carbonyl; and Class 2, which refers 
to nickel pig iron (NPI) or ferronickel (FeNi) that is used as 
a main input in the manufacturing of stainless steel. 

Traditionally, global demand for nickel has been 
dominated by demand for Class 2 nickel required for 
the manufacture of stainless steel. However, with the 
rise of EVs causing a tilt in demand towards Class 1 
nickel for batteries15, Indonesia is currently focusing its 
efforts on establishing downstream nickel processing 
capabilities for Class 2 nickel – with the ultimate objective 
of developing integrated lithium battery production 
facilities.
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Figure 5: List of nickel smelters in Indonesia

Existing

PT Arthabumi Sentra 
Industri (Morowali) 
Kapasitas produksi 180.000 
metrik ton NPI per tahun

PT Elit Kharisma Utama 
(Cikande, Banten) 
Kapasitas produksi 97.450 
metrik ton NPI per tahun

PT Vale Indonesia 
(Sorowaku, South 
Sulawesi)
Kapasitas produksi 80.000 
metrik ton NPI dan FeNi 
per tahun

PT Indoferro (Cilegon, 
Banten) – 
Kapasitas produksi 97.450 
metrik ton NPI per tahun

PT Cahaya Modern Metal 
Industry (Unaha, Konawe) 
Kapasitas produksi 22.677 
metrik ton NPI per tahun

PT Sulawesi Mining 
Investment (Morowali)
Kapasitas produksi 300.000 
metrik ton NPI per tahun

PT Gebe Industry Nikel 
(Gresik)
Kapasitas produksi 97.000 
metrik ton NPI per tahun

PT Fajar Bhakti Lintas 
Nusantara (Pulau Gebe)
Kapasitas produksi 100.000 
metrik ton NPI per tahun

PT Megah Surya Pertiwi 
(Pulau Obi)
Kapasitas produksi 198.000 
metrik ton FeNi per tahun

PT Century Metalindo 
(Cikande, Banten)
Kapasitas produksi 5.000 
metrik ton FeNi per tahun

PT Indonesia Guang Ching 
Nickel & Stainless Teel 
(Morowali) 
Kapasitas produksi 100.000 
metrik ton FeNi per tahun

PT Heng Tai Yuan (Cilegon) 
Kapasitas produksi 11.000 
metrik ton NPI per tahun

PT COR Industri Indonesia 
(Morowali Utara) 
Kapasitas produksi 11.000 
metrik ton NPI per tahun

PT Virtu Dragon Nikel 
(Kendari)
Kapasitas produksi 600.000 
metrik ton FeNi per tahun

PT Bintang Smelter 
Indonesia (Konawe 
Selatan) 
Kapasitas produksi 80.000 
metrik ton NPI per tahun

PT Kinlin Nickel Industry 
Indonesia (Konawe 
Selatan)
Kapasitas produksi 17.000 
metrik ton NPI per tahun

PT First Pacific Asia Mining 
(Halmahera Tengah, 
Maluku) 
Kapasitas produksi 6.000 
metrik ton FeNi per tahun

PT Huadi Nikel Alloy 
Indonesia (Bantaeng)
Kapasitas produksi 5.300 
metrik ton NPI per tahun

PT Titan Mineral 
(Bantaeng)
Kapasitas produksi 5.300 
metrik ton NPI per tahun

PT Artabumi Sentra 
Industri (Sulawesi Tengah) 
Kapasitas produksi 180.000 
metrik ton NPI per tahun

PT Bintang Timur Multi 
Steel (Tigarakasa, Banten)
Kapasitas produksi 80.000 
metrik ton NPI per tahun

PT FeNI Haltim (Antam), 
East Halmahera, North 
Mollucas
Kapasitas produksi 64.000 
metrik ton FeNi per tahun

PT Wanatiara Persada 
(Pulau Obi) 
Kapasitas produksi 161.000 
metrik ton FeNi per tahun

PT Macika Mineral Industry 
(Konawe Selatan, Sulawesi 
Tenggara)
Kapasitas produksi 34.000 
metrik ton FeNi per tahun

PT Integra Mining 
Nusantara (Konawe 
Selatan, Sulawesi 
Tenggara)
Kapasitas produksi 285.000 
metrik ton NPI per tahun

Under construction

PT Aneka Tambang Tbk. 
(Halmahera Timur, Maluku 
Utara)

PT Fajar Bhakti Lintas 
Nusantara (perluasan) 
- Halmahera Tengah, 
Maluku Utara

PT Sambas Mineral Mining 
(Konawe Selatan, Sulawesi 
Tenggara)

PT Surya Saga Utama 
(Bombana, Sulawesi 
Tenggara)

PT Toshida Indonesia 
(Kolaka, Sulawesi 
Tenggara)

PT Genba Multi Mineral 
(Konawe Utara)

PT Wanxiang Nickel 
Indonesia (Morowali, 
Sulawesi Tengah)

PT Ceria Nugraha 
Indotama (Kolaka Utara, 
Sulawesi Tenggara)

Completed construction

PT Smelter Nikel Indonesia 
(Cilegon, Banten)

PT Cahaya Modern Metal 
Industry (Cikande, Banten)

Source: CNBC Indonesia.com 2 September 2019, Kementerian ESDM
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Figure 6: Development plans for nickel smelters 

66 Smelters (Total investment of US$29.2 billion)

25 located in dedicated industrial parks 41 located on standalone sites 25 smelters located in dedicated industrial 
parks:
• Indonesia Morewali Industrial Park (IMIP) – 5 

smelters
• Indonesia Weda Bay Industrial Park (IWIP) – 8 

smelters
• Obi Island – 3 smelters
• Konawe – 2 smelters
• North Morowali – 3 smelters
• Bantaeng – 5 smelters

26 in production 37 under construction 3 at planning stage

PSN (National Strategic Project) status smelter on construction progress16 Total production capacity of 22.7 million tonnes 
per year:
• Intermediate products – 12.9 million tonnes 

per year
• Final products – 9.8 million tonnes per year

12 smelters with PSN status 25 smelters proposed for PSN 
status

Source: Coordinating Ministry of Maritime Affairs and Investment, 2020.

Technical challenges
As Indonesia looks to advance its nickel processing 
sector, some of its most important challenges are likely 
to be technical in nature – specifically those relating to 
the use of HPAL. According to Yunus Saefulhak, Director 
General of Mineral Development and Exploitation at the 
Ministry of Energy and Mineral Resources, in an interview 
in October 2020, five HPAL smelters currently under 
construction are expected to begin their operations by 
202317.
 
With HPAL technology, these smelters will be able to 
process low-grade nickel ores that cannot be processed 
by most other smelters in Indonesia, which are only 
capable of dealing with ores with a nickel content of at 
least 1.7 percent18. The five new smelters are expected to 
not only significantly increase Indonesia’s domestic nickel 
output – their combined capacity is about 60 million 
tonnes per year, twice the capacity of existing domestic 
smelters – but also produce more premium nickel 
products, such as mixed-hydroxide precipitate (MHP) and 
its derivatives nickel sulphate (NiSO4) and cobalt sulphate 
(CoSO4), which are used as raw materials for EV batteries.

But HPAL smelter projects are costly endeavours. 
According to Irwandy Arif, Expert Staff at the Ministry of 
Energy and Mineral Resources, the level of investment 
for the HPAL technology is about US$65,000 per 
tonne of nickel, or about five times more than the 

16 Status PSN atau Proyek Strategis Nasional mengacu pada proyek infrastruktur strategis yang mendorong pertumbuhan ekonomi serta kesejahteraan masyarakat. Dengan 
status PSN, percepatan pembangunan pabrik peleburan nikel (serta pabrik peleburan mineral lainnya) dilakukan dengan meringankan masalah perizinan dan administrasi. 
Proyek PSN di bidang energi dan sumber daya didasarkan pada usulan Kementerian ESDM kepada Presiden Indonesia.
17 “5 Smelter HPAL Pemasok Bahan Baku Baterai Beroperasi di 2023”. CNBC Indonesia. 28 Oktober 2020.
18 “Jika Penggunaan Saprolit Tak Dibatasi, Cadangan Nikel ini Hanya Cukup untuk 7 Tahun Produksi”. Nikel.co.id. 24 Juni 2022.
19 “Archandra Tahar Ungkap Tantangan Produksi Baterai Kendaraan Listrik”. Katadata. 8 April 2021.
20 “Archandra Tahar Ungkap Tantangan Produksi Baterai Kendaraan Listrik”. www.katadata.co.id. 8 April 2021.

conventional rotary kiln-electric furnace (RKEF). The 
high level of capital expenditure is one reason why most 
of Indonesia’s nickel ore smelters are only equipped 
with the RKEF or blast furnace (BF) technology for 
the production of Class 2 nickel products such as NPI 
and FeNi. The shift to Class 1 nickel products, which 
entails mastering the hydro metallurgy technology to 
produce EV batteries, is therefore a highly expensive, 
sophisticated, and complex venture19.

Adding to the complexity is also the fact that the 
effectiveness of the HPAL technology may vary 
significantly depending on the composition of the nickel 
ores and leaching chemicals: its success rate has been 
estimated to be no more than 25 percent20. Much time 
and effort will need to be invested to conduct laboratory 
tests to identify the mineral composition of Indonesia’s 
nickel ores, and experiment with the planned extraction 
method prior to a pilot test of the new smelters. 
Furthermore, there are also some environmental 
concerns that remain to be addressed around the 
corrosive emissions from the leaching process. 

Then, there is the issue of a lack of domestic derivative 
manufacturers. Although Indonesia currently already 
has one HPAL smelter that began its operations earlier 
in 2021, most of its products had to be exported as the 
local industry was not capable of processing NiSO4 and 
CoSO4 products. 
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Recent regulatory developments
Several regulations have been issued in recent years in 
relation to the nickel sector, the most notable of which is 
the prohibition of the export of nickel ores from January 
2020 under MEMR Regulation No. 11/2019 that was 
issued to amend MEMR Regulation No. 25/2018 on the 
Utilisation of Mineral and Coal Mining. 

With the ban, however, comes the risk that local smelters 
may attempt to purchase nickel ores from small miners at 
unfairly low prices. To mitigate this, the government sets 
a monthly mineral benchmark price or Harga Patokan 
Mineral (HPM) for nickel ores that are calculated based 
on reference mineral prices or Harga Mineral Acuan 
(HMA), and mandates that smelters may purchase nickel 
ores at prices no more than 3 percent below the HPM21. 
In August 2020, the government also established a 
taskforce to ensure companies’ compliance with this floor 
price.

Notwithstanding appeals from foreign trading partners, 
this ban currently remains in effect: MEMR Regulation No. 
17/2020, which was later issued to relax restrictions on 
the export of certain commodities excluded the mention 
of nickel ores.

Looking ahead
To overcome the myriad challenges facing Indonesia’s 
nickel sector, greater policy clarity, dialogue, and 
collaboration between the various stakeholders – 
including but not limited to the government, as well as 
nickel and automotive industry associations and players 
– will be necessary. 

This will not only help to ensure the feasibility of policy 
implementation in a rapidly evolving regulatory climate, 
but also increase the likelihood that the industry will 
be able to attract foreign investments from leading 
global automakers and battery companies and bring 
best practices together to solve the complex technical 
challenges standing in the way of progress.

21 “Pemerintah Terbitkan Kepmen ESDM tentang Harga Mineral Acuan dan HBA September 2021”. www.ruangenergi.com. 11 September 2021.
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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 
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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.

https://www2.deloitte.com/id/en.html
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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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