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The Government of Indonesia has 
issued Government Regulation No. 
20 of 2026 (PP 20/2026) regard-
ing the amendment to Govern-
ment Regulation No. 55 of 2022 
(PP 55/2022) concerning the ad-
justment of arrangements in the 
field of Income Tax. The regula-
tion became effective on 22 April 
2026 and significantly modifies 
the eligibility criteria for the 0.5% 
MSME Final Income Tax framework 
previously established under PP 
55/2022.

PP 20/2026 is intended to ensure 
that the MSME Final Income Tax 
facility is better targeted, equita-
ble, sustainable, and applied
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with high fiscal integrity. External 
materials from the Directorate 
General of Taxes (DJP) indicate 
that the updated framework 
reflects an aggressive response to 
tax avoidance, focusing on elim-
inating corporate tax planning 
strategies such as “firm-splitting” 
(fragmenting a single business 
into multiple corporate shells) 
and “bunching” (intentionally 
holding back or suppressing 
reported revenue). Furthermore, 
the regulation explicitly inte-
grates international tax standards 
to fulfill commitments linked to 
Indonesia’s ongoing OECD acces-
sion process.



Key Highlights

The following comparative matrix outlines the structural shifts in-
troduced under PP 20/2026 relative to the previous framework of PP 
55/2022:

Tax Aspect Previous Framework (PP 
55/2022)

New Framework 
(PP 20/2026)

Deductible Expenses 
(Biaya Pengurang 
Penghasilan)

Did not regulate or restrict 
the tax deductibility of illic-
it corporate expenditures.

Expenditures in the form of 
bribes, gratifications, and/or 
other payments (including those 
given to foreign public officials) 
are strictly non-deductible from 
gross income.

Additional “Free 
Professional” Catego-
ries (Tambahan Kate-
gori Pekerjaan Bebas)

Did not explicitly define or 
include digital and modern 
independent creative occu-
pations.

Sculptors, painters, and online 
media content creators (influ-
encers, selebgrams, bloggers, 
vloggers) are explicitly classified 
under the “free profession” cate-
gory and are wholly ineligible for 
the 0.5% Final Tax.

Eligible Tax Subjects 
(Kriteria Subjek PPh 
Final 0.5%)

Broadly accessible by Indi-
viduals, Cooperatives, Lim-
ited Partnerships (CV), Gen-
eral Partnerships (Firma), 
Limited Liability Companies 
(PT), and BUMDes.

Restricted strictly to Individu-
als, Cooperatives (Koperasi), and 
single-shareholder companies (PT 
Perorangan). Regular PTs, CVs, 
Firmas, and BUMDes are com-
pletely removed from the eligible 
list of new recipients.

Gross Turnover Aggre-
gation (Penggabungan 
Omzet dalam Pereda-
ran Bruto)

Did not mandate the consol-
idation of revenues across 
separate individual and 
corporate entites under a 
single household.

The IDR 4.8 billion threshold is 
determined based on the aggre-
gated turnover of the Individual 
Taxpayer, their spouse, and any 
related single-shareholder com-
panies.

Final Tax Time Lim-
its (Batas Waktu PPh 
Final)

Capped maximum utiliza-
tion periods: 7 tax years for 
Individuals, 4 tax years for 
Cooperatives/CV/Firma/
BUMDes/PT Perorangan, and 
3 tax years for regular PTs.

Individual Taxpayers and sin-
gle-shareholder companies may 
apply the 0.5% final income tax 
regime indefinitely, provided that 
they continue to satisfy the appli-
cable eligibility criteria and gross 
turnover threshold

					         			   2       



What Taxpayers Should Note

For small business owners, PP 
20/2026 maintains the core 0.5% 
preferential tax rate and the IDR 
4.8 billion annual gross turnover 
ceiling completely unchanged. 
The narrative circulating within 
the business community stating 
that small business tax rates have 
automatically spiked to a flat 22% 
on gross revenue is entirely incor-
rect; disqualified entities simply 
transition to the general income 
tax regime where tax is levied on 
net profit (laba usaha), not reve-
nue. However, corporate entities 
such as Limited Partnerships (CV), 
General Partnerships (Firma), reg-
ular Limited Liability Companies 
(PT), and Village-Owned Enter-
prises (BUMDes/BUMDesma) are 
no longer permitted to access this 
facility as new beneficiaries.

For individual taxpayers and sin-
gle-shareholder companies, the 
regulation introduces strict exclu-
sions for services relating to free 
professions (pekerjaan bebas). 
The list of excluded free profes-
sions has been heavily modernized 
and aligned with PMK 168/2023 
to encompass technical experts 
(lawyers, accountants, architects, 
doctors, consultants, notaries,
PPAT, appraisers, actuaries),
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educators (trainers, coaches, 
teachers, preachers, moderators), 
and digital economy creative 
workers (influencers, bloggers, 
vloggers, content creators, and 
online media digital artists). If a 
specialized individual registers 
a single-shareholder company 
to deliver professional services 
matching their expertise, that 
entity is barred from utilizing the 
0.5% final tax.

Furthermore, the calculation of 
the IDR 4.8 billion threshold is 
now applied comprehensively. 
The turnover calculation shifts 
to look at the global economic 
footprint, aggregating standard 
business revenue, free profession 
income, other final taxes, and 
foreign-sourced income. Addi-
tionally, the aggregation rules for 
married couples are absolute. The 
turnover of both spouses, along 
with minor children and all sin-
gle-person companies established 
by either party, must be fully 
consolidated even if they hold a 
written prenuptial agreement for 
separate assets or utilize sepa-
rate tax identification numbers 
(NPWP).



Transitional Provisions

PP 20/2026 provides distinct tran-
sitional treatments to prevent 
immediate financial disruption for 
active taxpayers. For Individual 
Taxpayers whose tax incentives 
under the previous PP 55/2022 
framework expired in Fiscal Year 
2024 or 2025, they are legally 
permitted to continue using the 
0.5% Final Tax for Tax Year 2025 
and 2026, or Tax Year 2026 re-
spectively, provided they meet 
standard criteria. Similarly, Sin-
gle-Shareholder Companies whose 
incentives expire in Fiscal Year 
2025 may continue to utilize the 
facility through the end of Tax 
Year 2026. Registered Coopera-
tives whose incentives expire be-
tween Fiscal Years 2024 and 2029 
receive an extended window, 
allowing them to utilize the final 
tax through Tax Year 2029.
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For corporate taxpayers (CV, Fir-
ma, regular PT, and BUMDes/BUM-
Desma) that have actively utilized 
the incentive prior to the enact-
ment of PP 20/2026, the regula-
tion allows them to fully run out 
their pre-existing legal duration 
granted under PP 55/2022. This 
means a remaining duration from 
their initial year of registration 
can be consumed without imme-
diate retroactive cancellation. 
Existing tax exemption certifi-
cates (Surat Keterangan) held 
by individual, single-shareholder 
company, or cooperative taxpay-
ers remain valid until the respec-
tive transitional relief periods 
conclude or the criteria are 
formally breached.



Recommended Actions

Taxpayers planning to evaluate or adjust their MSME tax standing 
should consider taking the following steps:
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BDO can assist taxpayers in assessing their eligibility for the MSME 
Final Income Tax under PP 20/2026, executing comprehensive global 
revenue aggregation reviews, analyzing transitional grandfathering 
windows for corporate groups, and structuring robust accounting 
and bookkeeping transition strategies.

	X Identify the precise remaining 
utilization timelines and ex-
piration dates for active CVs, 
Firmas, or regular PTs.

	X Implement proper financial 
accounting and bookkeeping 
infrastructure to measure net 
taxable profits in preparation 
for the general tax regime

	X Review corporate compliance 
guidelines

	X Review eligibility status under 
the heavily restricted taxpayer 
and corporate entity criteria

	X Evaluate combined spousal, 
family, and minor children    
revenues to assess compliance 
with the IDR 4.8 billion aggre-
gate threshold.

	X Audit cross-entity corporate 
groupings to map out potential 
exposure to “firm-splitting” 
aggregation rules.



For more information on how BDO can help you in 
planning and navigate this change, please contact 
our technical team at:

  Corsec.helpdesk@bdo.co.id
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