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Issues

Objective Of Study

Options and Country Comparison

Where is the Gap?

Digital Business Models: Uber & Google

Recommendation For Malaysia

Conclusion
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Difficulty in
Taxing DE

To
Determine
the Right
Mechanism

Challenges

in Applying

Existing Tax
Laws
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OBIJECTIVE
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To identify mechanism to tax e-
commerce in Malaysia:

Uber & Google
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& OPTIONS
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COUNTRY COMPARISON
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GLOBAL E-COMMERCE
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Global e-commerce Sales (USS Billion)
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E-COMMERCE IN MALAYSIA
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e RM68.3 billion
2015 L
-014 « RM63.8 billion

* 58%

Percentage share . vajue Added (RM

of e-commerce  billion)
to GDP e Percentage Share (%)
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UBER MODEL
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({450 S o ey UBDA 0)>:- Uber Technology |
[ : (Delaware) !
Uber International |  ~ 77777 r-———-
cv €< I
(Barviidas [ Uber Netherlands BV keeps,; 1%
* Opf?f?!llng : mn:jgl‘:he: esub:r:::.tu?f
(3) Royalty Uber BV :s;eon;;z;.\:g tzost ;

(Netherlands )

(2) Pay 80% to Uber Driver &
(1) Payment charged 20% for royalty for the
(100%) use of IP

(4) Cost + 8.5%
commission

Uber Malaysia Sdn.

Payment
Bhd < 4

gateway

> Uber Drivers

Fully owned subsidiary of

Ses Technologies inc. (1) Payment (100%)

Uber Riders
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GOOGLE MODEL
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( GOOGLE |
I (U.S) I
GOOGLE I
(BERMUDA) < (4) Royalty
r GOOGLE (royalty is not taxed
f NETHERLANDS in Netherlands)
(5) Profits HOLDINGS
(corporate tax rate is (NETHERLANDS)
zero in tax haven)
(3) Payment GOOGLE
(pay low tax rate 12. (IRELAND)
on the profits in Ireland)
r GOOGLE ASIA
PACIFIC —
(2) Pay cost + 8% for L (SINGAPORE) J SN p‘mz" s
marken:g;cngssuppon GMSD channels the
(In YA2015, GMSB paid adv. fees to GAP
RM1.6 million to LHDNM) GOOGLE r
MALAYSIA SDN (1) Pay ADVERTISERS
BHD advertising fees
via online
banking
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* What s the nature of the
payment?

* Can it be treated as special
classes of income under
section 4(A) (i) and (ii) ITA
19677

* Isitspecial fees paid for the
use of IP?

* Where is the service
performed?

* Do the Uber driver and the
rider sign agreements directly
with Uber BV?
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ISSUES IN TAXATION OF RIDE HAILING (UBER)

What is the best mechanisms
to tax such payment?

Who will be responsible to
withhold the tax?

Can it be treated as direct tdx =
Will the withholding treatedas":
final tax? s

Will there be any issue

R
>



 What s the nature of the
payment?
e Isit fees paid for the

rendering of advertisement
services?

e Can it be treated as special
classes of income under
section 4(A) (i) and (ii) ITA
19677

* Where is the service
performed?
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ISSUES IN TAXATION OF GOOGLE ONLINE ADVERTISEMENT

What mechanism to tax
such payment?

Who will be responsible to
withhold?

Can it be treated as direct
tax?

Be treated as final tax?

Issue with regards to the
DTA with Singapore?



WHAT IS THE GAP?

AY
PRACTICAL \‘i THEORITICAL

A
Determining Nexus Modify PE

Characterization of Income

|dentification of Business
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WAY FORWARD
VIETNAM EXPERIENCE

g
UBER

WITHHOLDING - Income Tax & GST
RATE - Income Tax @ 3% & GST (?)

\

p
Direct Agreement

Create PE - Appoint Agent Uber (M)
Sdn Bhd/Third Party

\.
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PROPOSAL UBER AND GOOGLE
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Google Online Advertisement

Payment made online Paid online directly to Uber Paid online through Google (M)
for service in Malaysia BV Sdn Bhd to GAP Singapore
Purpose of payment For Right to Use Driver Apps For Web base Advertisement
to non-resident (online) provided by GAP
Singapore
Can WHT apply? If there is PE- Uber (M) Sdn No, PE - Google -marketing &
Bhd support (not providing service)
e Royalty —section 4 If PE, declare as income from
e Service —section 15A business (e-commerce)
Method to withhold = Need to establish PE = Need to establish PE

= Payment gateway (BNM) = Payment Gateway (BNM)
Direct Agreementlike Sign Agreement between
Vietnam Uber BV and the Government

DTA Article 13 —royalty Article on royalty
Service performed in Singapore
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WAY FORWARD
PAYMENT GATEWAY

e Tax collection — Financial Intermediaries
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CONCLUSION
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New Digital Reality
Needs Reconcilation
with Fundamental
PE Old Component
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