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CHAPTER I 

INTRODUCTION 

 

1.1 BACKGROUND OF THE STUDY 

The government has the purpose to conduct development in 

increasing the society welfare. In achieving this goal, the government 

needs the fund. Tax is an important source of fund for the government. 

Tax is a strategic and potential source of state revenue that must be 

managed well in order that the country’s finance can be arranged 

smoothly and transparently. Therefore, it is necessary for society to 

participate actively in fulfilling the responsibilities in tax. The active 

role of government is needed to conduct the collection of tax 

according to tax regulation. In increasing the tax revenue, the 

government makes some improvement in tax regulation. Tax 

regulation is always improved in line with economic and social 

developments. Changes is always made to adjust with existing 

conditions. Therefore, tax regulations always changes over time. The 

changes is one of the efforts of the government to improve justice, 

improve services to taxpayers and create legal certainty. 

Article-21 Income Tax is one of tax that is often connected 

directly with the public especially for employees. Article-21 Income 

Tax is tax on income in the form of salary, wages, honoraria, 

allowances and other income by name and in any form in respect of 

employment or occupation, services and activities undertaken by an 

individual. (Mardiasmo, 2016). Article-21 Income Tax must be 

withheld through withholding tax system which involves third party 

which based on the regulation is authorized to withhold Article-21 

Income Tax. With such system, it requires the withholding agent to 

understand the procedure of calculation, withholding, deposit and 
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reporting of Article-21 Income Tax properly. Article-21 Income Tax 

must be imposed to employees’s income through withholding agent of   

Article-21 Income Tax. Therefore, the withholding agent of Article-21 

Income Tax must give the proof of Article-21 Income Tax 

withholding to employees. Withholding agent of Article-21 Income 

Tax has the obligation to deposit Article-21 Income Tax to tax 

treasury with slip tax payment and to report Article-21 Income Tax 

withholding to Tax Office using periodic Article-21 tax return. 

In the efforts to improve tax regulations, it can give impact to 

taxpayer with result that many taxpayers do not understand in the 

implementation tax regulation on calculation, reporting and deposit 

Article-21 Income Tax. There are many regulations issued by the 

government, but the implementation is often not in accordance with 

tax regulation. The type of irregularities that often occur is that the 

taxpayers do not pay the tax in full amount. It can occur because the 

company conducts manipulation of the documentation and the 

implementation of tax obligation is not according tax regulation. 

Taxpayers are expected to fulfill their tax obligations. If Article-21 

Income Tax is not properly managed, it will be imposed to the tax 

sanctions in form of interest, fine and surcharge. 

The tax amnesty program which is ended in 2017 has 

increased the country’s income from the taxpayer’s redemption. As 

one of the supervisory mechanisms, the Director General of Tax is 

authorized to conduct audit. Directorate General of Tax will enforce 

the law after tax amnesty program. The Government through the 

Directorate General of Tax will begin to call and examine the taxpayer 

who did not follow the tax amnesty program in proving to tax 

compliance with the tax regulation. Target of tax audit is taxpayer that 

did not participate in tax amnesty. The audit procedure to the taxpayer 

after tax amnesty will be different from before. The Ministry of 
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Finance through Director General of Tax will enforce the law with the 

new standard operating procedures that is different from the previous 

tax audit. Furthermore, the Director General of Tax will form an 

additional team consisting of Tax Auditor and Account Representative 

to help conducting routine tax audit. Account Representative task is to 

convey an appeal to the taxpayer. If the taxpayer does not respond to 

the appeal, Account Representative will report the taxpayer to the tax 

auditor. The Director General of Tax will add tax auditors to examine 

many taxpayers as a tax enforcement after tax amnesty.  

All taxpayers have the same chance to be examined. Before 

taxpayers prepare tax return, taxpayers should conduct tax review of 

the fulfillment of tax obligations. Before the tax audit by the tax 

office, taxpayer should conduct tax review internally to the 

calculations and tax return to minimize errors. Tax office still has the 

authority to conduct tax audit even though taxpayer has been given the 

trust to perform its tax obligations. Implementation of tax obligations 

should be implemented on time in order to avoid the imposition of 

interest or fines penalties. To reduce the risk of tax sanctions, it is 

necessary that the taxpayer really understand the taxation obligations 

and procedures prevailing in Indonesia. 

Tax review is conducted to minimize any errors that may arise 

during tax audit in order to avoid tax sanctions. Tax review include all 

taxes that are either tax payable or potential taxes such as Article-21 

Income Tax. The tax review will evaluate the company’s tax 

obligation for various aspects related to the fulfillment of Article-21 

Income Tax obligation each month. Tax review is review of all the 

company’s transactions to calculate the amount of tax payable and 

predict potential tax that may arise under applicable tax regulation.  

(Andini and Sumadi, 2014). 
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This research is done at PT Mitra Jasa Agung Medan. The 

company is engaged in distributor of oil filter. Based on tax 

regulation, the company must calculate, deposit and report 

withholding Article-21 Income Tax each month. There are many 

employees in the company. The company is established in 2008. The 

company did not participate in tax amnesty. Tax office has never 

conducted tax audit to the company. After tax amnesty program, the 

tax office will increase tax audit activities to taxpayer to examine 

indication of the error and irregularities in implemeting tax obligation 

such as Article-21 Income Tax. The company has planned to conduct 

tax review and the company will make improvement of tax return 

based on tax review. However, the company does not have employees 

who can conduct tax review because the employees do not have 

sufficient understanding of tax. This condition arise the writer’s 

intention to conduct tax review to know whether the company has 

conducted its tax obligations especially Article-21 Income Tax 

properly based on Income Tax Provision.  

Based on preliminary research, the writer found some 

problems in the company. The employees do not conduct the 

calculation of Article-21 Income Tax based on new data such as the 

changes of employees’s status and changes of salary. The employees 

are often busy with payroll activities to calculate the employees’s 

salary and income. Therefore, the employees sometimes make late 

payment and reporting of Article-21 Income Tax based on Income 

Tax Provision. The company also does not include all the employees’s 

income as taxable object of Article-21 Income Tax.    

Based on this background study, then the writer is interested to 

conduct the research with title as follows : “The Implementation of 

Tax Review on Article-21 Income Tax for Increasing Tax Compliance 

at PT Mitra Jasa Agung Medan” 
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1.2 PROBLEM FORMULATION 

PT Mitra Jasa Agung Medan has an obligation to withhold the 

Article-21 Income Tax. The changes of tax regulation can give 

difficulties for the company in conducting tax obligation because the 

company must changes the way in calculating Article-21 Income Tax. 

The company can become target of tax audit by tax office because the 

company does not participate in tax amnesty program. The company 

does not know whether the company has implemented the tax 

regulation properly in Article-21 Income Tax. Tax review can be used 

as the way to improve implementation tax regulation in Article-21 

Income Tax before tax audit from tax office. Problem formulation in 

this research is as follows: How to implement tax review on Article-

21 Income Tax for increasing the tax compliance at PT Mitra Jasa 

Agung Medan? 

 

1.3 RESEARCH FOCUS 

 The company has several tax obligations that must be 

conducted. One of the tax obligations is the withholding of Article-21 

Income Tax. The company as withholding agent of Article-21 Income 

Tax must conduct calculation, pay and report the Article-21 Income 

Tax of employees each month. The writer determines research focus 

in the implementation of tax review of Article-21 Income Tax of 

permanent employees from the data derived within 2017 at PT Mitra 

Jasa Agung Medan. 

 

1.4 OBJECTIVE OF THE RESEARCH 

The objective of doing this research is to identify the impact of 

implementing tax review of Article-21 Income Tax of permanent 

employees in increasing tax compliance at PT Mitra Jasa Agung 
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Medan. 

 

1.5 BENEFIT OF THE RESEARCH 

The benefits from conducting this research are as follows: 

1.5.1 THEORETICAL BENEFIT 

1. This research is expected to give knowledge, experience and 

understanding of tax especially implementation tax review of 

Article-21 Income Tax 

2. This research can be used as a reference for other researcher in 

conducting the research with similar topic. 

 

1.5.2 PRACTICAL BENEFIT 

1. This research is expected to give recommendation for the 

company to improve the tax obligation of Article-21 Income 

Tax according to income tax law. 

2. This research can give way and method for the company’s 

employees in conducting tax review of Article-21 Income Tax 

in the company. 

3. This research can give a reference for other company that want 

to conduct tax review of Article-21 Income Tax. 

 

1.6 SYSTEMS OF WRITING 

The systems of writing in this skripsi will be as follows : 
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Chapter I :  Introduction 

 This chapter consists the background of the study, 

problem formulation, research focus, research 

objective, benefit of the research and systems of 

writing. In this chapter, it will describe the importance 

of tax, the government’s planning in conducting tax 

audit after tax amnesty, role tax review in increasing 

tax compliance, the company’s obligation in Article-21 

Income Tax, overview of implementation of tax 

regulation in Article-21 Income Tax and problem of 

company in Article-21 Income Tax. 

 

Chapter II :  Literature Review 

 This chapter describes some theories used in this 

research such as income tax subject, income tax object, 

income tax rate, tax sanction, definition of Article-21 

Income Tax, Article-21 Income Tax object, 

withholding agent of Article-21 Income Tax, Article-21 

Income Tax subject, calculation of Article-21 Income 

for permanent employees, definition of tax review, 

purpose of tax review, procedure of tax review of 

Article-21 Income Tax. The writer also describes 

theoretical background, previous research and 

framework of thinking.  

 

Chapter III : Research Methodology 

 This chapter consists of research design, research 

object, data collection method and data analysis 
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method. This chapter will describes descriptive 

research design that is used in this research. Some of 

data collection method is described such as 

documentation and communication with company’s 

employees. Data analysis method describes the step in 

conducting tax review of Article-21 Income Tax.  

 

Chapter IV : Data Analysis and Discussion 

 This chapter consists of general view of research 

object, data analysis and discussion. In general view of 

research object, it describes history of the company, 

organization structure, permanent’s employees income 

and Article-21 Income Tax calculation of permanent 

employees. The data analysis and discussion describes 

the implementation of tax review of Article-21 Income 

Tax, the comparison of Article-21 Income Tax of 

permanent employees before tax review and after tax 

review and the company’s tax compliance. 

Chapter V : Conclusion 

 The writer will describe the conclusion of this research 

after tax review of Article-21 Income Tax. Implication 

of this research is described based on result of tax 

review. The recommendation is given for the company 

in increasing tax compliance of Article-21 Income Tax.


