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OVERVIEW
WHAT ARE THE MOST SIGNIFICANT LEGAL DEVELOPMENTS IN THE FINANCIAL
TECHNOLOGY (“FINTECH”) INDUSTRY IN YOUR JURISDICTION?

The most significant legal development in Indonesia’s Fintech sector is the enactment
of Law No. 4 of 2023 on Development and Strengthening of Financial Sector (“Law
4/2023”). This is an omnibus law of the financial service sector where one law amends
up to 17 laws pertaining to the bank and financial services sector.

Law 4/2023 becomes the main legal basis of implementation of fintech as well as
management of digital financial assets in Indonesia. Fintech is subject to the regulatory
sandbox of licensing, monitoring and evaluation, financial education, consumer
protection, consumer personal data protection, and other activities in support
of technology innovation in the financial sector.

In Indonesia, the Fintech business has significantly penetrated the payment and
financial ecosystem, relating to, among others, the (i) e-money/digital wallets through
the increase of use of Quick Response Code Indonesia Standard (“QRIS”), (ii) Payment
Gateway, (iii) Crowdfunding, (iii) Peer-to-Peer (P2P) Lending including Paylater, (iii)
Digital Banking; and (iv) Crypto Trading with the Use of Cryptocurrency.

Law 4/2023 also expands the authority and responsibility of OJK as Indonesia’s
Financial Services Authority, to oversee the digital financial and crypto assets, resulting
in a shift of authority from the Commodity Futures Trading Regulatory Agency (Badan
Pengawas Perdagangan Berjangka Komoditi or “Bappebti”) to OJK.

Moreover, Law 4/2023 also recognizes “Digital Rupiah” as one type of the lawful
currencies of the Republic of Indonesia, which will be managed by Bank Indonesia. But
in practice, Digital Rupiah has not been used by the Indonesian public.

IS FINTECH REGULATED IN YOUR JURISDICTION? WHAT IS THE REGULATORY
APPROACH TOWARDS FINTECH IN YOUR JURISDICTION?

Yes, primarily Fintech is regulated and supervised by Bank Indonesia (“BI”) and OJK.
While Bl is responsible for all payment-system-related financial technology, OJK is
responsible for all financial technology matters other than the payment system,
including: (i) Peer-to-Peer (P2P) Lending, (ii) Crypto Assets, (iii) Insurance, (iv) Capital
Market, (v) Financing Institutions, (vi) Venture Capital, (vii) Micro Financing Institutions,
and (viii) Carbon Trading.

In general, the regulatory landscape for Fintech in Indonesia is evolving. Both authorized
entities are committed to keeping up with the innovations and development by issuing
the relevant regulations to make sure the practices maintain the system stability, market
integrity, and consumer protection, as well as the balance between the innovation and
regulation to ensure the stringent regulations will not hinder the innovations.

Recently, Bl published the Indonesia Payment System Blueprint 2025 (IPS 2025) as a
roadmap to digitalize, modernize, and enhance the nation’s payment systems through
the open banking, retail payment system, large-value (wholesale) payment system and
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financial market infrastructure, data and digitalization, as well as regulatory, licensing,
and supervisory reforms. OJK also issued Regulation No. 3 of 2024 on the
Implementation of Technology Innovation in the Financial Technology Sector (‘OJKR
3/2024”) fostering the regulatory sandbox for licensing, monitoring and evaluation,
financial literacy, consumer protection, and consumer’s personal data protection.

These entities’ initiatives aim to develop integrated, interoperable, and responsive digital
payment and financial ecosystems to cater to the emerging needs of digital economy for
the growth and increase of financial literacy and inclusion.

In addition, Fintech businesses in Indonesia are supervised by the formal associations
appointed by OJK, which are the “Indonesia Fintech Association (AFTECH)” as the self-
regulatory organization (SRO) for digital financial innovation providers, and AFPI
(Asosiasi Fintech Pendanaan Bersama Indonesia) as the SRO for the peer-to-peer
(P2P) lending business actors. The membership of these business associations are
mandatory for the relevant license holders, and they must adhere to the code of conduct
stipulated by the associations.

HAS YOUR JURISDICTION IMPLEMENTED ONE OR VARIOUS SANDBOXES FOR
THE FINTECH INDUSTRY? IF SO, PLEASE EXPLAIN THE DETAILS AND SCOPE
OF THE SANDBOX.

The sandbox exercise is first introduced by Bl in 2017 with the issuance of Bl Regulation
No. 19/12/PBI/2017 on Organization of Financial Technologies, which was revoked
under Bl Regulation No. 23/6/PBI/2021 on Payment System Service Providers (“PBI
23/2021”). Later, OJK Regulation No. 13/POJK.02/2018 on Digital Financial Innovations
in the Financial Services Sector was issued, but it was recently revoked by OJKR
3/2024. In addition, Law 4/2023 also regulates this sandbox requirement for the financial
digital innovations.

Therefore, the sandbox exercise in Indonesia is mainly regulated based on Law 4/2023,
PBI 23/2021, and OJKR 3/2024. Law 4/2023 defines the sandbox as the creation of
space and/or facilities of trials or development as part of the financial technology
innovations, subject to Bl's and OJK’s supervision in accordance with their respective
authorities.

Bl Sandbox

Since its first introduction, Bl Sandbox has evolved. The latest version is known as
Sandbox 2.0, which consists of the (i) innovation lab, developing innovations that have
never been used or have been used in the payment system industry on a limited basis;
(ii) regulatory sandbox, developing innovations to the payment system’s policies or
regulations; and (iii) industrial sandbox, developing innovations that have been used in
the payment system industry and need to be encouraged to be used on a wider basis.

The mechanism and trial period of Bl Sandbox is determined for a maximum period of 6
months and can be extended once for another 6 months. Following the completion of
sandbox assessment, Bl determines the status of the trial results as (i) successful
(pass); or (ii) unsuccessful (fail).

OJK Sandbox
OJK initially introduced the regulatory sandbox in 2018. It is defined as the testing

mechanism undertaken by OJK to assess the reliability of the provider's business
processes, business models, financial instruments, and governance of the Fintech
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providers. The fintech products include those within the “digital financial innovation”
(Inovasi Keuangan Digital). During its implementation, Fintech providers in the
regulatory sandbox process may obtain OJK approval to be temporarily exempted from
certain OJK regulations.

In 2024, the definition of regulatory sandbox is expanded to include the mechanism to
facilitate the testing and innovation development for the purpose of feasibility and
reliability assessments of the Fintech products or services. These assessments will
cover:

(&) the platform’s try out in a limited space and time;

(b) explanations on the prevailing regulation in the financial services sector;
(c) facilities to develop the early stages of fintech innovations; and

(d) other facilities in connection with the development of fintech innovations.

The process of regulatory sandbox under OJKR 3/2024 regime also requires a license
or approval issued by OJK. The previous regulation only required a registration. This
licensing process requires applicants to fulfill the eligibility criteria for their participation,
and submission of their testing plan to OJK.

The regulatory sandbox is conducted for a period of 1 year since the issuance of OJK
approval for the regulatory sandbox participant. Upon the evaluation and further action
of regulatory sandbox result, OJK will determine the status as (i) successful (pass); or
(if) unsuccessful (fail). For the successful/pass result, Fintech providers are required to
apply for the business license within 6 months since the date of result determination.

ARE FINANCIAL ENTITIES IN YOUR JURISDICTION ALLOWED TO INVEST IN, OR
ACQUIRE, FINTECH COMPANIES?

In general, a financial entity (i.e. Bank or financial services company) can invest in or
acquire a Fintech company, provided that this bank or financial services company
complies with the foreign ownership and certain other limitations. For instance, a foreign
company can own a maximum of 85% of shares of a P2P company. In addition, the
maximum foreign ownership of a Payment Service Provider is 85% with the maximum
49% voting rights.

Note that during the past few years, the investments and acquisitions of Fintech
companies by Indonesian banks include the establishment of Bank Saqu by PT Bank
Jasa Jakarta owned by Astra Financial and WeLab Ltd, the acquisition of Bank Jago by
GoTo, the acquisition of PT Bank Kesejahteraan Ekonomi by Sea Group, the acquisition
of Bank Neo by Akulaku, and the establishment of Superbank by KakaoBank, Singtel,
and Grab.

Moreover, Gerbang Pembayaran Nasional (GPN), which is the main switching provider
in Indonesia that also operates the QRIS system, is owned by several commercial banks
together with Bank of Indonesia (or Bl, the Indonesian central bank). GPN facilitates a
seamless online and offline payment ecosystem including the operation of QRIS in
Indonesia for the domestic digital-based payment.

IS THE DISTINCTION MADE BETWEEN CONSUMER AND FINANCIAL CONSUMER
IN YOUR JURISDICTION? IF SO, PLEASE EXPLAIN IF THERE ARE SPECIAL
REGULATIONS FOR THE PROTECTION OF FINANCIAL CONSUMER RIGHTS

Consumer protection is generally regulated under Law No. 8 of 1999 on Consumer
Protection (“Consumer Protection Law”). The law stipulates general and basic



provisions on consumer protection, which apply to all sectors. Meanwhile, there is a
specific regulation for consumer protection in the financial sector. OJK has the authority
to oversee consumer protection based on Law 4/2023, with the issuance of OJK
Regulation No. 22 of 2023 on Consumer and Community Protection in the Financial
Services Sector (“OJKR 22/2023”), which only applies to the financial services sector.
OJKR 22/2023 mandates all financial service businesses to have a Consumer
Protection Unit to receive consumer complaints and secure the information system and
cyber resilience for consumer protection by implementing cybersecurity measures
including cyber-attack detection, comprehensive security control, regular assessments,
and cyber-attack incident remedy and response procedures.

LENDING AND FINANCING

IS LENDING CROWDFUNDING REGULATED IN YOUR JURISDICTION? ARE
THERE, OR WILL THERE BE, ANY PARTICULAR REQUIREMENTS FOR A
CONSUMER OR AN INVESTOR TO PARTICIPATE IN LENDING CROWDFUNDING?

Yes. In Indonesia, lending crowdfunding or generally known as P2P is regulated under
OJK Regulation No. 40 of 2024 on Financial Technology Peer-to-Peer Lending (“OJKR
40/2024”). It is understood that there is no distinction between lending crowdfunding
and P2P practices in Indonesia.

In general, OJKR 40/2024 specifies different requirements for each consumer and
investor.

Investor

OJKR 40/2024 specifies that an investor or a lender can be local or foreign investor. An
investor or a lender can be an individual person, a legal entity, a business entity, and/or
an international agency.

A P2P provider is required to ensure that the investors or lenders understand all
associated risks in the provision of P2P funding to the borrowers/customers by executing
the letter of understanding of investor/lender.

Moreover, an investor or a lender must enter into two sets of agreements in connection
with P2P funding, namely the (i) agreement between the P2P provider and the investor;
and (ii) agreement between the investor and the customer drawn in electronic document.
Additionally, the investors also have the right to conduct the general meeting of investors
that is held by the P2P provider.

The general prohibition in P2P funding business is that the investor cannot also be the
P2P provider at the same time.

Consumer

OJKR 40/2024 requires the customer to be an Indonesian individual person, or a legal
entity, and/or business entity residing in Indonesia. In terms of risk analysis, the required
minimum age and income of the prospective customers should be met prior to the
issuance of approval for the proposed funding. Based on OJK Press Announcement No.
SP-214/GKPB/OJK/XI1/2024 dated 31 December 2024, OJK sets the minimum age for
an investor or a customer of P2P lending at 18 years old. The minimum income of either
an investor or a customer is set at IDR 3 million/month.
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The general prohibition for a customer in the P2P funding business is, the customer
cannot be the P2P provider at the same time. Additionally, the management and
employees of P2P provider cannot be the customers of the same P2P provider.

Further, OJKR 40/2024 stipulates different funding limits for customers of productive
funding and those of consumptive funding.

(@) Productive Funding is provided to a customer in the amount between IDR 2
billion and the maximum IDR 5 billion with conditional requirement of a non-
performing loan ratio not exceeding 5% over the previous 6 months. And the
prospective customer must not be subject to any OJK sanctions, including
business restrictions or suspensions.

(b) Consumptive Funding is provided to a customer in an amount of up to the
maximum IDR 2 billion.

IS PEER TO PEER LENDING (P2P) REGULATED IN YOUR JURISDICTION? ARE
THERE, OR WILL THERE BE, ANY PARTICULAR REQUIREMENTS FOR A
CONSUMER OR AN INVESTOR TO PARTICIPATE IN P2P LENDING?

Yes. Please see our response above.

IS CONSUMER PROTECTION REGULATION APPLICABLE TO LENDING
CROWDFUNDING OR P2P LENDING?

Yes. In general, they will be subject to the Consumer Protection Law under Law No. 8
of 1999 and specific consumer protection rules in the financial services sector under
OJKR 22/2023.

Moreover, OJKR 40/2024 also requires any P2P provider in the P2P lending business
to implement the consumer protection principles, based on the laws and regulations.

ARE DONATION AND REWARD BASED CROWDFUNDING REGULATED IN YOUR
JURISDICTION?

Donation crowdfunding is generally regulated by Law No. 9 of 1961 on Collection of
Funds or Goods, and Government Regulation No. 29 of 1980 on Implementation of
Donation Collection, which is further implemented based on Ministry of Social Affairs
(“MoSA”) Regulation No. 8 of 2021 on Implementation of Money or Goods Collection as
amended by MoSA Regulation No. 8 of 2024. The donation activities are supervised by
the Ministry of Social Affairs.

Donation activities in Indonesia can be conducted by the community-based
organizations, non-profit organizations, and non-governmental organizations (i.e.,
Organizations or Foundations). Each of them must obtain a license to collect the
donation from the relevant Ministry, Governor, or Mayor according to the scope of the
donation provision prior to commencing their fundraising activities.

If the collecting activity is conducted via online or electronic means, it must be registered
as an Electronic System Operator to the Ministry of Communication and Digital Affairs
(“MoD”).

Reward-based crowdfunding is specifically regulated in Indonesia, but it may be subject
to general crowdfunding regulation (see 2.5. below), or the digital finance technology
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innovations as set forth in OJKR 3/2024, where it must go through the sandbox process
at OJK.

IS CROWDFACTORING REGULATED IN YOUR JURISDICTION? IF SO, WHAT ARE
THE REQUIREMENTS IN ORDER TO PROVIDE THIS TYPE OF SERVICE?

Yes. In general, factoring activities (anjak piutang) are regulated under OJKR No.
35/POJK.05/2018 on Implementation of Company Financing, as lastly amended by
OJKR No0.7/POJK.05/2022 (“OJKR 35/2018"). Additionally, it is regulated under the
Ministry of Finance Regulation (“MoFR”) No. 84/PMK.012/2006 on Company Financing
(“MoFR 84/2006”).

OJKR 35/2018 and MoFR 84/2006 can be provided with or without recourse. Under
OJKR 35/2018, factoring is classified as investment financing.

However, crowd factoring activities are not specifically regulated in Indonesia. As such,
they will be subject to the digital finance technology innovations as set forth in OJKR
3/2024, where they go through the sandbox process at OJK and apply for the OJK
license accordingly, if they pass the process.

Similarly, if the crowdfunding activities are conducted via online or electronically, they
must be registered to MoD as Electronic System Operators.

INVESTMENT AND CAPITAL MARKETS
IS EQUITY CROWDFUNDING (CROWDEQUITY) REGULATED IN YOUR
JURISDICTION?

Yes. Equity crowdfunding is specifically regulated under OJKR No. 57/POJK.04/2020
on Securities Offering through Equity Crowdfunding as amended by OJKR No.
16/POJK.04/2021 (“OJKR 57/2020").

WHAT TYPES OF REQUIREMENTS ARE APPLICABLE TO CROWDEQUITY
PLATFORMS?

OJKR 57/2020 specifies that the electronic system or platform of the Equity
Crowdfunding must fulfil the list of readiness of electronic system infrastructure and
operational data activities as attached in OJKR 57/2020. The list includes:

(a) the use of a high level domain evidenced by the domain ownership documents;

(b) the platform has two data centers that are synchronized with each other on a high
availability basis;

(c) the platform has the standard procedure of backup and recovery system and
business continuity plan;

(d) the platform has guidelines on customer data protection, including cybersecurity
applications on cloud or on premises;

(e) the platform has guidelines on the use of certified digital signature during the
onboarding process; and

(f)  the platform has guidelines on the helpdesk service.

In addition to the above, providers of Equity Crowdfunding electronic systems must be
registered to and licensed by MoD as an Electronic System Operator, as proven through
further submission to the OJK.

ARE THERE ANY PARTICULAR REQUIREMENTS APPLICABLE TO INVESTORS
OR SECURITIES IN CROWDEQUITY PROJECTS?
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Pursuant to OJKR 57/2020, types of securities that can be offered through an Equity
Crowdfunding can be (i) a type of equity securities in the form of shares or securities
that can be converted into shares; (ii) a type of debt securities; (iii) Sukuk or sharia
compliant bonds; (iv) any other form of securities as determined by OJK.

In particular, the debt-type security or Sukuk must fulfil the following requirements:

(@) itisissued in Indonesian Rupiah;

(b) it has a certain project, which serves as the basis of the issuance of such debt-
type securities or Sukuk;

(c) itis non- tradeable;

(d) the maturity period must not exceed 2 years;

(e) it can be repaid early before the maturity, to the extent it has been agreed by the
other bond holders at the bondholders meeting prior to its issuance; and

()  the payment of principal amount, interest, profit sharing, margin, rewards, or yields
can be made periodically or on the maturity date; and

(g) it has obtained the sharia compliant statement, in case of Sukuk issuance.

Within 12 months, the issuance of such Securities by each issuer must not exceed IDR
10 billion or any other amount as determined by OJK.

OJKR 57/2020 states that an investor of Equity Crowdfunding must fulfil the following
minimum requirements:

(@) the investor has a securities account at the custodian bank, specifically to hold the
Securities and/or funds through the Equity Crowdfunding provider service;

(b) the investor has the ability to purchase the Securities of the issuer; and

(c) the investor meets the criteria of securities purchase limit.

The investor criteria and securities purchase limit as referred to in point (c) are as
follows:

(@) an investor with an annual income of up to IDR 500 million can purchase the
Securities through the Equity Crowdfunding worth not more than 5% of their
annual income; and

(b) aninvestor with an annual income of more than IDR 500 million can purchase the
Securities worth not more than 10% of their annual income.

Further, the investor criteria and securities purchase limit as mentioned above will not
be applicable if the investor is an entity who has the experience in the investment of
capital market as evidenced by the ownership of Securities account for, at least 2
consecutive years before the Securities offering.

IS THERE A SECONDARY MARKET?

OJKR 57/2020 generally facilitates the secondary market where the registered investors
can trade the Securities sold through the Equity Crowdfunding to other fellow Investors
who are registered as the Equity Crowdfunding providers with certain limitations, which
include, among others: (i) it is an equity type securities that has been distributed for at
least, 1 year before the trading; and (ii) the trade is done up to twice within 12 months.

The secondary market may provide a reasonable price as a reference for the seller and
buyer and a communication system for the investor and issuer as users to sell and
purchase the Securities.
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CRYPTOCURRENCIES
ARE CRYPTOCURRENCIES REGULATED IN YOUR JURISDICTION?

Yes. Cryptocurrencies are regulated in Indonesia under Law 4/2023. OJK is authorized
to regulate and supervise trading of crypto assets. However, it is legally acknowledged
as an asset or financial instruments rather than a currency that can be used as means
of payment.

To implement its supervision, OJK issued OJKR No. 27 of 2024 on Trade of Digital
Financial Assets including Crypto Assets (“OJKR 27/2024").

IS IT ALLOWED IN YOUR JURISDICTION TO HOLD AND/OR TRANSACT WITH
CRYPTOCURRENCIES?

Yes. Cryptocurrencies are regarded as crypto assets. They can be held and/or
transacted as long as the assets fulfill the general criteria for digital assets and specific
criteria for crypto assets. Based on OJKR 27/2024, the general criteria for digital assets
are as follows:

(@) they are issued, stored, transferred, and/or traded using a distributed ledger
technology;

(b) they are not financial assets registered by a financing services institution;

(c) they are not used in any activity, which violates the law; and

(d) they meet any other criteria enacted by OJK.

In addition to the requirements above, a crypto asset must:

(@) represent an ultimate digital value;

(b) use distributed ledger technology that can be publicly accessed,;

(c) own a utility and/or be backed by assets;

(d) be traceable or not have features to disguise the ownership and transaction; and
(e) have passed the appraisal using the method as required by the Stock Exchange.

ARE THERE ANY PARTICULAR REQUIREMENTS FOR TRADING PLATFORMS TO
HOLD AND/ OR TO TRANSACT WITH CRYPTOCURRENCIES?

OJKR 27/2024 stipulates that the trading of crypto currencies involves 5 licensed
agencies/authorities, being the (i) Digital Assets Exchange, (ii) Clearing Guarantee and
Settlement Agency, (iii) Digital Asset Custody, (iv) Digital Assets Traders/Brokers, and
(v) other parties designated by OJK, each of which has its own system to consummate
the trading of crypto currencies. Each of the systems is subject to certain requirements
as set forth in OJKR 27/2024.

In general, the system managed by each agency must meet the requirement that:

(a) it is accurate, actual, secure, reliable, online, real-time, and compatible with the
other systems and applications of the agencies;

(b) it has the specification, standard, and function in accordance with the functional
requirements of other agencies;

(c) it has protection measures for the personal data against any breach of data
protection;

(d) it has a continuity business plan;
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(e) it has the data recovery center in Indonesia with the location within 20 km from the
main server or it has the international license of a proper or cloud server;

(f) it has a proper configuration system that is relevant to the system. For instance,
the Digital Assets Exchange can (i) maintain real-time communication with OJK
and other related parties and (ii) overcome disturbances inside or outside the
system,;

(g) it fulfills the requirements of a database to manage and store transaction data,
supervisory data, and digital financial asset reporting data;

(h) it has an international standard certification in information security management
system from an accredited institution;

(i) it has the security on the procedures of a open application programming
interface; and

(j) it must be approved and has obtained the licensing as issued by OJK.

ARE FINANCIAL ENTITIES ALLOWED TO HOLD, TRANSACT OR TRADE AS
INTERMEDIARIES WITH CRYPTOCURRENCIES?

Yes. OJKR 27/2024 defines this intermediary activity as one of the Supporting Activities
that facilitates a company’s main business activity of facilitating crypto trading. The
intermediary activities must be conducted based on OJK’s approval.

Further, it must fulfill the following requirements:

(a) It has an electronic/online system facilitating the cryptocurrency transaction;

(b) Itis registered to, and licensed by, the MoD as an Electronic System Operator;

(c) It has the technical ability on the recognition of transactions and application of
travel rule principles;

(d) It has a cooperation agreement with the licensed Digital Assets Trader/Broker; and

(e) It holds international certification as an information security management system.

WOULD YOUR JURISDICTION ACCEPT AN INITIAL COIN OFFERING (ICO)?

There are no specific regulations stipulating initial coin offerings (ICO) or other initial
token offerings in Indonesia. OJKR 27/2024 expressly states that the regulation
excludes ICOs or other initial token offering practices.

OJKR 27/2024 regulates that digital assets (i.e. token) trading can be made if such token
has been listed in the Digital Asset Exchange originally managed by Bappebti. As the
function of Bappebti on supervising the crypto assets has just been shifted to OJK, no
crypto assets can be traded other than those already listed or under registration process
in Bappebti.

ARE CONSUMER PROTECTION REGULATIONS APPLICABLE TO TRADING
PLATFORMS?

OJKR 27/2024 specifically regulates the customer protection in relation to trading
transactions of digital assets including cryptocurrencies. Digital Assets Traders/Brokers
are required to provide clear, complete, accurate, and honest information about their
activities, services, and products to the consumers.

This information must be easily accessible and are not misleading. The Digital Assets
Traders/Brokers must provide the information about the digital financial assets through
their trading platform, including a brief description of the product, issuer, risks, historical
prices, total supply, websites and/or social media, and other relevant details. The
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information must be accurate, and the Digital Assets Traders/Brokers are required to
ensure the consumers have received all information before completing any transaction.

The marketing and communication of digital asset are also regulated in OJK 27/2024.
The Digital Assets Traders/Brokers must provide marketing materials that are truthful
and non-deceptive. The marketing information must be transparent, highlight the risks
and price volatility. The traders/brokers must avoid suggesting guaranteed high returns
or causing undue pressure to invest immediately. Additionally, the marketing should not
promote purchasing digital assets using debt.

The Digital Assets Traders/Brokers violating the measures on consumer protection are
subject to administrative sanctions.

ARE GENERAL CONSUMER PROTECTION RULES APPLIED? OR DOES THE
SPECIAL REGIME OF FINANCIAL CONSUMER RULES APPLY IF IT EXISTS?

The Consumer Protection Law under Law No. 8 of 1999 on Consumer Protection and
the specific consumer protection rules in the financial services sector under OJKR
22/2023 are applicable to this digital asset trading.

DISTRIBUTED LEDGER
IS THE USE OF DISTRIBUTED LEDGER TECHNOLOGIES USUAL IN YOUR
JURISDICTION?

The usage of distributed ledger (“DLT”) or blockchain technology is still developing in
Indonesia. DLT is recognized in relation to the issuance of virtual currency of issuers
other than the appointed Monetary Authority as set forth in PBI 23/2021. Further, Bl has
introduced and made a Proof-of-Concept Report on the use of DLT through Project
Garuda: the Wholesale Rupiah Digital Cash Ledger as published in December of 2024.

In addition to the payment system as supervised by BI, the use of DLT is also recognized
in the crypto asset trading practices under OJK’s supervision (they were supervised by
Bappebti). The use of DLT in the framework of crypto assets relates to the system of
creating the new units, verifying the transactions, and securing the transactions of the
crypto (e.g. cryptocurrency) assets.

IS IT REGULATED?

DLT is quite new and developing. There are no specific regulations governing DLT in
Indonesia. Any digital finance technology innovation such as DLT in the financial system
is subject to a sandbox process, as relevant. If it is related to the payment system, the
sandbox process will be under BI supervision based on PBI 23/2021. If it is related to
the general financial system, the sandbox process will be under OJK supervision based
on OJKR 3/2024.

In connection with the digital financial asset and crypto trading, the DLT is regulated by
OJK 27/2024.

ARE FINANCIAL INSTITUTIONS IN YOUR JURISDICTION USING OR DEVELOPING
DISTRIBUTED LEDGER TECHNOLOGIES IN ORDER TO IMPROVE AND
FACILITATE THEIR CONSUMER SERVICES?

Given that DLT has just been recognized in Indonesia, it is rarely used in the financial
sector in Indonesia. Upon the introduction of the sandbox process, the usage of DLT is



6.1.

6.2.

6.3.

6.4.

expected to become a more common practice among financial institutions in Indonesia
in the form of blockchain technology.

INSURTECH

ARE INSURANCE COMPANIES IN YOUR JURISDICTION PROVIDING SERVICES
OR PRODUCTS USING FINTECH? IF SO, HOW IS FINTECH INTEGRATED INTO
THE SERVICES OR PRODUCTS?

Yes. In current practices, many insurance companies have integrated digital innovation
in their industry. The integrated practices of digital technology is shown through the e-
policy selling, digital services of managing the payment of premiums, investment fund
checking (i.e. unit-linked products), claim processing, as well as distribution of insurance
products through online/digital platforms.

In terms of distribution through the online platform, OJK has issued OJK Regulation No.
8 of 2024 on Insurance Products and Insurance Product Marketing Channels (“OJKR
8/2024”), where an insurance company may introduce its own services digitally, or in
cooperation with a third party.

HOW DOES YOUR JURISDICTION ADDRESS NEW DISTRIBUTION MODELS?

Generally, new distribution models that are considered as digital finance technology
innovations will be assessed in the Sandbox process as regulated under OJKR 3/2024
concerning Implementation of Technology Innovation in the Financial Technology
Sector, in addition to OJKR 8/2024.

OJKR 8/2024 provides general guidelines for insurance companies in distributing their
products digitally:

(@) The product has been registered and licensed as the Electronic Service Provider;

(b) The product incorporates the policies and standards for Information Technology
Risk Management Procedures; and

(c) The product has complied with all requirements as regulated by OJK.

Further, OJKR 8/2024 requires a digitally distributed insurance product to fulfil the
following requirements:

(a) It has individual (i.e., not group or corporate) policies; and

(b) It has a simple risk-selection process (including guaranteed acceptance, non-
guaranteed acceptance, and simplified underwriting (for non-micro insurance
products), or Guaranteed Issuance Offer or GIO, or Simplified Issue Offer or SIO
(for microinsurance products) that is conducted internally.

WHAT ARE THE APPLICABLE REGULATORY REQUIREMENTS FOR INSURTECH
INTERMEDIATION IN YOUR JURISDICTION?

Based on OJKR 8/2024, the insurance companies are permitted to organize and market
Insurtech, while cooperating with third parties as intermediaries, which may include
banks that provide the bancassurance. Such partnerships must obtain OJK’s prior
approval.

IS INSURTECH REGULATED IN YOUR JURISDICTION? IS THERE PARTICULAR
INSURTECH REGULATION (I.LE. DIFFERENT FROM TRADITIONAL INSURANCE
REGULATION)?
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As it is quite a new and developing practice in Indonesia, no specific regulations
stipulating the Insurtech provision. Therefore, any digital finance technology innovation
in insurance practice (i.e. Insurtech) is generally required to be assessed by OJK via the
Sandbox process as regulated under OJKR 3/2024 concerning Implementation of
Technology Innovation in the Financial Technology Sector.

Moreover, Insurtech provision under OJKR 3/2024 must take due consideration of OJKR
8/2024 and the laws and regulations on customers protection of financial services
products, if it is related to the marketing or distribution.

ROBO - ADVICE
ARE FINANCIAL OR CAPITAL MARKETS’ INSTITUTIONS PROVIDING THEIR
SERVICES USING ROBO-ADVICE TECHNOLOGY?

Yes. Some investment platforms in Indonesia use robo-advice technology as one of the
features for the users to help them assessing and mitigating the risks for their investment
portfolio according to their risk profiles.

IS ROBO-ADVICE REGULATED IN YOUR JURISDICTION?

Yes. In general, robo-advice technology is considered a digital finance technology
innovation specifically related to other digital finance supporting activities. It is regulated
under OJKR 3/2024 on Implementation of Technology Innovation in the Financial
Technology Sector.

In terms of commodity futures trading, Bappebti (Badan Pengawas Perdagangan
Berjangka Komoditi) has established the Commodity Future Trading Regulatory Agency
of the Republic of Indonesia through Bappebti Regulation No. 12 of 2022 on Expert
Advisors in Commodity Futures Trading (“Bappebti 12/2022”). Robo Advisors are
regarded as “expert advisors” or “trading robots” under Bappebti 12/2022. Such Robo
Advisors should be first authorized by Bappebti and meet the standards of testing before
they are launched.

Other than that, no specific regulations on the use of Robo-Advice in financial and/or
capital market institutions in Indonesia.

ARE THERE ANY PARTICULAR REQUIREMENTS FROM THE REGULATOR IN
ORDER TO PROVIDE ADVISORY SERVICES ENTIRELY OR PARTIALLY THROUGH
ROBO-ADVISORS?

Robo-Advisors are quite new and developing in Indonesia. Based on the relevant
regulations, no specific requirements expressly state that the advisory service must be
conducted entirely or partially through Robo-Advisors or Robo-Advice.

Nonetheless, any innovation of financial technology is subject to the sandbox for testing
and assessment conducted by OJK. Hence, the requirement to apply for a license or
permit to use Robo-Advice would be highly reliant on OJK assessment during the
sandbox process. OJK would decide whether Robo-Advisors can be fully or partially
used in compliance with the relevant requirements.

In general, if a Fintech business actor wants to introduce the new innovation (i.e. Robo-
Advice), they must observe the following aspects:

(a) Governance;

(b) Risk management;

(c) security and reliability of information systems, including cyber resilience;
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(d) customer protection and personal data protection; and
(e) compliance with the laws and regulations.

Commaodity futures trading does not distinguish whether advisory services either entirely
or partially use Robo-Advisors. When applying for the approval to use Robo-Advisors,
an applicant is required to fulfill the following requirements:

(a) the applicant holds a business license as a Futures Advisor from the Head of
Bappebti;

(b) the applicant owns an application, system, or program as a Robo Advisor, as
recommended by one of the Futures Exchanges;

(c) the applicant holds a proof of cooperation agreement with the developer or
company that makes the application, system, or program of a Robo Advisor if they
do not develop their own application, system, or program of a Robo Advisor;

(d) the applicant has established a special customer-relation division, which acts as a
Futures Advisor Representative for updating the algorithm program and providing
the after-sales and/or education services;

(e) the applicant has the additional paid-up capital of, at least, IDR 1 Billion; and

(f) the applicant has a track record as a Futures Advisor with a success rate and good
assessment, based on the average total data history of its clients’ transactions.

NEOBANKS
IS THE ESTABLISHMENT OF NEOBANKS AUTHORIZED IN YOUR JURISDICTION?

Neobanks or digital banks can be established and operated in Indonesia. They have
gained popularity among the Indonesian public. Digital banks in Indonesia provide most
of their banking activities for their customers through phone-based mobile banking apps.
Some examples include Jenius (operated by SMBC Bank), Bank Neo Commerce,
Superbank, and Bank Jago.

OJK Regulation No. 12 of 2021 on Commercial Banks (“OJKR 12/2021”) defines
Neobanks as an Indonesian conventional bank that provides and carries out business
activities mainly through the electronic channel without a physical branch (excluding its
head office) or with a limited number of physical branch.

ARE THERE PARTICULAR REGULATORY REQUIREMENTS TO OPERATE AS A
NEOBANK IN YOUR JURISDICTION?

Neobanks are mainly regulated under OJKR 12/2021. A Neobank is required to have at
least one physical branch as their Head Office, and meets the following aspects in its
operation:

(@) The Neobank operates a business model that utilizes innovative and secure
technology to serve the customers’ needs;

(b) The Neobank ensures their ability to manage a prudent and sustainable digital
banking business model;

(c) The Neobank has adequate risk management measures;

(d) The Neobank fulfills certain governance aspects, including in ensuring that the
board of directors is competent in the field of information technology, and it has
other competencies in accordance with OJK provisions regarding the fit-and-
proper assessment for the main parties of the financial services institution;

(e) The Neobank implements protection measures to secure the customers’ data; and

(f)  The Neobank provides efforts that contribute to the development of the digital
financial ecosystem and/or financial inclusion.



In general, a Neobank is required to fulfil the same requirements as any other
conventional bank on the: (i) minimum paid-up capital, which is IDR 10 trillion, and
foreign ownership limitation, subject to the maximum 99% of the paid-up capital, (ii) the
principal permit and business license; and (iii) corporate plan for the next 5 years.

Please note that only Indonesian banks can operate as Neobanks in Indonesia, and any
branch of overseas banks is not recognized and cannot operate as a Neobank in
Indonesia.

A Neobank can be (i) a newly established Neobank; or (ii) a traditional, conventional
bank transformed or converted into a Neobank by updating its business plan to cover
the efforts to meet the requirements of a digital bank. In practice, many Neobanks in
Indonesia are traditional, conventional banks transforming into a Neobank or digital
bank. The transformation is preferred due to a more simplified process and a shorter
period of establishment, as opposed to establishing a new one. For instance, Bank Neo
Commerce is a transformation of Bank Yudha Bakti. The transformation was conducted
in 2020.

OTHER MATTERS
ARE THERE ANY OTHER MATERIAL CONSIDERATIONS THAT SHOULD BE
TAKEN INTO ACCOUNT IN ORDER TO PARTICIPATE AS CONSUMERS,
INVESTORS OR ADMINISTRATORS OF FINTECH COMPANIES IN YOUR
JURISDICTION?

As a customer, the main consideration to ensure the legality of a Fintech company is
that it is registered to and has obtained the necessary licenses from OJK or Bl. As the
operator of electronic system (website and/or application), the company is registered at
MoD as the Electronic System Operator. Moreover, the customer needs to make sure
that the Fintech provider/operator complies with the personal data protection
requirement by providing the privacy notice when accessing the website and application.

As the investors, the key points to account for would be the regulatory requirements,
among others, on foreign ownership limitation and shareholders’ requirements (i.e. a
shareholder must engage in a business similar to that of the target Fintech company
and pass the fit-and-proper test), as well as the minimum capital.

Bl and OJK, as the authorized regulators of Fintech business in Indonesia, are expected
to keep up with the rapid changes in Fintech innovations to make sure they maintain
factors important to the financial system such as stability, market integrity, consumer
protection, as well as personal data protection. Further, it is also anticipated that Bl and
OJK will possibly increase the initiatives on financial literacy and inclusion to foster the
growth of Fintech in Indonesia.



