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u P2P Economy & The Advantages over Incumbents
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Online commerce market size, 2017

GMV,' $ billion

>8

Definition

Social commerce
Buying and selling
goods through social
media platforms

E-tailing

Facilitates transactions,
including payments and
delivery, via a common

online marketplace

Excluded:
* Online services
* Online B2B sales

Source: McKinsey Global Institute, 2018

Indonesian P2P Economy
e-Commerce Market Size

Example
platforms

Facebook
Instagram
Line

WhatsApp
BlackBerry Messenger

Blibli
Bukalapak
Lazada
Tokopedia

Go-Jek
Traveloka
IndoTrading

 Indonesia’s online commerce market is at
least S8 billion gross merchandise value,
induding more than S3bilion of social
commerce.

 The informal market—social commerce—
involves the transactions of physical goods
through social media platforms such as
Facebook & Instagram;

1 Formal e-tailing is physical goods transactions
through an online platform that facllitates
transactions by displaying products and
enabling payment and delivery.
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u Number of Users on Indonesia’s P2P Platforms (mitions)
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) Molibli attracting the attention of many investors;
- T [ Indonesia’s tech landscape is home to four unicom

startups: Go-Jek, Traveloka, Tokopedia, and

I | w?fdio Bukalapak,
L — d With new investments, expansions, as well as the
‘ releases of new products and services, each of
T these companies reached important milestones in
2018.
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Indonesian P2P Economy
The penetration of Smartphone and lower cost of mobile data

o
dJ p Smartphone users steadily increasing, reaching

approximately 105 million in 2017

Number of smartphone users, millions . .
---------------------------------------------  Indonesia has 1845 million
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China B s226 B os5.1  10% cercent  of them  own
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Thailand 20.5 | 44.1 299, rising
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the world.

D CAGR = Compound Annual Growth Rate

Source: McKinsey Global Institute, 2018



‘—i Indonesian P2P Economy: young “digital” consumers
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J % of banked population

Indonesia

O In term of sodial media users, Indonesia
is the fourth-largest Facebook users in
the world and the largest Instagram
audience in the regjon.

1 Related to the huge social media users,

Eb‘g*fd'gnfl"‘l- o Indonesia also has 100 million people
i il expanding the banked population who
Made an a-tailing purchase in

the past 6 months make the number of smartphone

transactions in 2017/ increase 2.6 times
from 2014.

Lizas digital banking al leasl
some of the timea

Does not maks onine purchases

Mondigital
Does not wse digital banking

2014 2017

Source: McKinsey Global Institute, 2018



U Indonesian P2P Economy:

d o Presidential Regulation No. 74 of 2017: E-Commerce Road Map 2017-2019

Communication
Infrastructure

Taxation Logistic

Custnmer . : i e .“-.» b 4 3 ““r.‘ :
Protection ©, | /1 ' - oL’ | Cyber Security
Education & W, 2
Human Resources | ~ Forming Executor
o5 Management

Regarding taxation, Indonesian

government plansincluding:

() tax redemption for local
investors  who invest  in
Sstartup;

(i)  simplification in license/ tax
procedures for e-commerce
startup whose profit below
IDR.4.8 billion; and

(i)  Taxregulation equality for all e-
commerce entrepreneurs.




How is Indonesia Taxing the P2P Economy?
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Seller

Outside Customs Area M Edla 2

Prevailing

International Tax

Regulations

Domestic Area

Seller

Registration

Data

Tax Payment

: 5 MNon-resident individuals or corporates who carry
Online Retail WETZYIl out business or conduct activities in Indonesia
through a PE based on MoF Regulation

Sgc|a| Place No.35/PMK.03/2019, are obliged to:

1. Apply for an NPWP; and

. register as a TE for VAT purposes when the
turnover from its business exceed IDR 4.8 billion.

Tanglble

Intangible

5« e

DG Customs
Import duty|and taxes collected by DG Customs

Market Regular VAT
Place

Online Retail
Social

Presidential Regulation No. 23 of 2018

The domestic seller who receive income up to
IDR4.8 billion can use the final tax scheme at 0.5
percent of the total business turnover.

the domestic seller who receives income exceed
IDR4.8 billion obliged to register as a Taxable
Entrepreneur (TE) for VAT purposes, and follow the
Article 17 Law of The Republic of Indonesia
NMumber 7 of 1983 Concerning Income Tax as
Lastly Amended by Law Number 36 of 2008.
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In Indonesia, there is no specific
income  tax  regulation
regarding the P2P economy.
The taxation treatment for
domestic actors still refers tothe
existing tax regulations.

In tem of cross-border
marketplaces, it might involve
the esblshment of a

Permanent Establishment (PE).
The issuance of Mok
Regulation

No.35/PMIK03/2019 Was
intended to provide further
guidance spedifically for the
determination of PE.




u Challenges for Cross-border transaction in P2P Economy
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VAT Collection Challenges
- VAT is paid by the buyer and Difficulty in controlling numerous
collected by DG of Customs » imported tangible goods, and
- Lowvalue goods (<75USD) many of them are undervalued
are exempted

VAT is remitted by the buyer There is no effective way to
(reverse-charge mechanism) ‘ monitor VAT Payment in case of
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