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Implication of Tax Revenue Target
to Individual Taxpayers

The media reports that the tax revenue so far this year is below that achieved last year even
though the target for 2016 is higher than both the target and actual achieved for 2015. Mean-

while the Tax Office talks of extensification and enforcement, and there is ongoing debate re-

garding the potential Tax Amnesty. What are the implications for individual taxpayers?

At the time of setting the
2016 State Budget, the Gov-
ernment probably hoped that
a floor would be reached soon
for commodity prices (e.g. the
oil price was budgeted at USD
50 per barrel), however, pric-
es have continued to fall.

That said, it was quite ambi-
tious for the 2016 APBN
(Budget) to expect a smallin-
creasein tax receipts com-
pared to the 2015 Budget
when, in fact, the tax collec-
tion realization for 2015 was
already well below budget.

Against this back dropitis no
surprise that the Government
and Tax Office are looking for
ways to achieve therevenue
targets to fund the proposed
expenditures without resort-
ing to additional deficit fund-
ing.

The Government continues to
believe that the tax amnesty,
if enacted, willresult in a sig-
nificantincrease in tax re-
ceipts fromindividuals that
have unrecorded assets
(especially overseas). Once
these are declared, it then
expects further tax receipts
from future income generat-
ed by these assets.

At the same time, the Tax
Office has announced that it

will send teams into the com-
munity to identify owners of
property and assess whether
these assets are already re-
ported or not. It suggests
that thisis an alternative way
to generate tax if the tax am-
nesty is not enacted.

In our view, this extensifica-
tion action will occur anyway
— either in 2016 or future
years —because the Tax
Officeis already making use
of dataregarding luxury/
marquee assets (condos,
cars, yachts) in the same way
as tax authorities overseas
do.

If you are already compliant
then you should not have an-

ything to be concerned about.

If,however, you have been
slow to declare assets (and
related income) then now is
the time to take action. With
greater resources and IT
available to the Tax Office a
domestic "hide it and hope"
strategy is not realistic.

Simply keeping deposits and
other financial assets off-
shoreis also less likely to
succeed once countries start
sharing financial account in-
formation under the Auto-
matic Exchange of Infor-
mation Agreements (AEOI).
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And do not assume that some
countries willnever share
theirinformation — the push
towards AEOIl s global; it is
supported by the OECD and
G20 — ultimately all jurisdic-
tions willneed to embrace
AEOIif they want to partici-
pate in the global financial
economy.

Therefore now is the time to
prepare for the brave new
world of compliance.

This does not mean that you
cannot tax plan —itis just
that the methods must be
compliant with the tax law ra-
ther thanrelying on non-
declaration.

If the tax amnesty is enacted
that this will potentially pro-
vide alow cost method of ti-
dying your tax affairs. You
should not, however, wait
forever for this.

In the meantime we also hope
that the Government and Tax
Office remember that the ob-
jective of all their actions
should be focused on the
longer term. That is, to create
a sustainable tax system that
is broader (captures all tax-
payers) and deeper (ensures
all, and only, valid taxes are
collected).
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KEY POINTS

e Taxrevenue target
already under
pressure

o Non-disclosure is
not a valid tax
planning tool — the
world is becoming
more transparent
with AEOI and
improved
information system

e Tax planning is still
possible and should
not wait for possible
tax amnesty
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