Unofficial Translation

No.11/ 22/DPM Jakarta, August 12, 2009

CIRCULAR LETTER
To
ALL BANKS, SECURITIES COMPANIES, MAIN DEALERS
AND THE INDONESIA DEPOSIT INSURANCE CORPORATION

Subject : _Procedure of Auction and Administratioh State Sharia

Securities

In relation with the stipulation of Bank Indoneskegulation Number
10/13/PBI/2008 dated August 21, 2008 concerningtidocand Administration of
State Securities (State Gazette of the Republinddnesia Year 2008 Number 123,
Supplement to State Gazette of the Republic of ied@ Number 4888), Bank
Indonesia Regulation Number 10/2/PBI/2008 datedriaely 4, 2008 concerning
Bank Indonesia-Scripless Securities Settlement eBys{State Gazette of the
Republic of Indonesia Year 2008 Number 11, Suppignie State Gazette of the
Republic of Indonesia Year Number 4809), Decreethef Minister of Finance
Number 215/KMK.08/2008 dated August 15, 2008 comogy Appointment of
Bank Indonesia as Administration Agent, Paying Agand State Sharia Securities
Auction Agent in the Domestic Market and Regulatainthe Minister of Finance
Number 11/PMK.08/2009 dated February 2, 2009 comagrState Sharia Securities
Issuance and Selling in the Domestic Primary Maikebugh Auction, it is deemed
necessary to regulate the procedures and admtiostiaf State Sharia Securities in
circular letter as follows:

l. GENERAL PROVISIONS
In this Circular Letter, the following terms shhalive the meaning provided

below:



State Sharia SecuritieSufat Berharga Syariah Negara) hereinafter
abbreviated to SBSN, or referred to as StSukuk, are state
securities issued under the principles of sharieupiah currency as
evidence of the portion of shares in the Statei&I&ecurities assets.
Short-Term State Sharia Securities or referredst&laaria Treasury
Bills are State Sharia Securities having the migtup to 12 (twelve)
months with return payment in the form of coupomsl/ar by
discount.
Long-Term State Sharia Securities are State SKmtarities having
the maturity of more than 12 (twelve) months wighurn payment in
the form of coupons and/or by discount.
State Sharia Securities Auction is the selling dht& Sharia
Securities participated by:
a. Auction participants, Bank Indonesia, and/or thdolmesia
Deposit Insurance Corporation, in the case of Sherin
State Sharia Securities Auction; or
b. Auction participants and/or the Indonesia Depossturance
Corporation, in the case of Long-Term State Shaeeurities
Auction,
by submitting Competitive Bidding and/or Non-Compe¢ Bidding
in a period of offer as previously determined andaunced through
the system provided by the agent organizing theteStharia
Securities Auction.
Auction Participants are banks, securities comsried members of
the main dealer appointed by the Minister of Firaas participants
of State Sharia Securities Auction in the domggtimary market.
Bank is a Commercial Bank as intended in Law Nunmb¥ear 1992
concerning Banking as having been amended by Lawbkéu 10

Year 1998 and Sharia Commercial Bank Syariah ardi&Business



10.

11.

12.

13.

14.

Unit as intended in Law Number 21 Year 2008 conogrrSharia

Banking.

Securities Company is the securities company andad in Law

Number 8 Year 1995 concerning Capital Market whadnducts

business activities as a securities underwriter.

Main Dealer is the Main Dealer as intended in Manisof Finance

Regulation concerning Main Dealer System.

Party is an individual person, or a group of peophe/or assets

organized in both in the form of legal entity omAegal entity, Bank

Indonesia, or the Indonesia Deposit Insurance Gatjom.

The Indonesia Deposit Insurance Corporatibempaga Penjamin

Smpanan-LPS) is the institution established under the Law

concerning the Indonesia Deposit Insurance Corjoorat

Primary Market is the activity of offering and $ef] of the State

Sharia Securities for the first time.

Secondary Market is the activity of trading thet&taharia Securities

that have been sold in the Primary Market.

Competitive Bidding is a submission of bidding bgtmg:

a. the volume and yield level desired by the bidderthe case
of State Sharia Securities Auction by fixed coupayment
or coupon payment by discount; or

b. the volume and price desired by the bidder, in dhse of
State Sharia Securities Auction with floating compo

Non-Competitive Bidding is a submission of biddimgstating:

a. the volume without the yield level desired by thdder, in
the case of State Sharia Securities Auction bydfigeupon
payment or coupon payment by discount; or

b. the volume without the price desired by the biddethe case

of State Sharia Securities Auction with floatingipon.



15.

16.

17.

18.

19.

20.

21.

22.

Bank Indonesia — Real Time Gross Settlem®pstem hereinafter
referred to as the BI-RTGS System, is a systemlagtrenic fund
transfer between members of the BI-RTGS System upiah
currency the settlement of which is performed ateoper individual
transaction.

Bank Indonesia — Scripless Securities Settlemeste®y, hereinafter
referred to as the BI-SSSS, is a means of tramsastith Bank
Indonesia including its administration and the adstration of
securities by electronic means and direct connedigiween the BI-
SSSS members, the BI-SSSS operator and the BI-FSySt@&m.
Commercial Bank Daily ReportLgporan Harian Bank Umum-
LHBU) is the report made and submitted daily by thertpg Bank
to Bank Indonesia.

Sub-Registry is a Bank or institution performingstadian activities
that qualified and approved by Bank Indonesia tofope the
function of administration of securities includirtige State Sharia
Securities for the interest of the client.

Multiple Price is the price paid by each winnertibé State Sharia
Securities Auction according to the offer price mitbed by the
winner concerned.

Uniform Price is the same price level paid by almers of the State
Sharia Securities Auction.

Weighted Average Price is the price acquired frdra tesult of
division between the amount of multiplication ofckavolume of
State Sharia Securities with the price won andtti@ volume of
State Sharia Securities sold.

Coupon is a payment that may be in the form of, nemaffit sharing or
margin, or other forms of payment according to 8tate Sharia
Securities issuance contract, given to owners dateStSharia

Securities until the end of the State Sharia Sgesmperiod.



23.  Yield is the profit expected by the investor ineaqentage per year.

24. Nominal Value is the value of State Sharia Se@sitn the name of a
Bank and/or Sub-Registry registered in the BI-SSSS.
25. Business Day is the operational day of the payrsgstiem operated

by Bank Indonesia.

PROCEDURE OF STATE SHARIA SECURITIES AUCTION INHE
PRIMARY MARKET

A. Terms and Conditions

1.

Any party may submit a bid in State Sharia Seasiti
Auction.

Purchase of State Sharia Securities by auctioharPrimary
Market by Parties other than Bank Indonesia and the
Indonesia Deposit Insurance Corporation shall bdopeaed

via Auction Participants.

Bank Indonesia may purchase State Sharia Secuirtiése
Primary Market only for Short-Term State SharialBiies.
Purchase of Short-Term State Sharia Securities bpkB
Indonesia shall only for and on behalf of itself.

The Indonesia Deposit Insurance Corporation mayglmase
State Sharia Securities in the Primary Market foorETerm
State Sharia Securities and Long-Term State Sharia
Securities.

Purchase of Short-Term State Sharia Securities Hyy t
Indonesia Deposit Insurance Corporation shall émyand on
behalf of itself.

Parties other than Bank Indonesia may purchaset-$lom
State Sharia Securities and Long-Term State SBacarities

in the Primary Market.



10.

11.

12.

13.

14.

15.

Parties other than Bank Indonesia and the Indori2sposit

Insurance Corporation shall submit the bidding faate

Sharia Securities via Auction Participants to Bam#ionesia

as the auction agent.

Parties other than Bank Indonesia and the Indori2sposit

Insurance Corporation shall submit the bidding fatate

Sharia Securities for and on behalf of themselveBa other

parties.

Bidding for State Sharia Securities may be perfarnbg

Competitive Bidding and/or Non-Competitive Bidding.

Bank Indonesia and the Indonesia Deposit Insurance

Corporation may only submit Non-Competitive Bidding

Auction Participants who submit the bidding for t8t&haria

Securities for and on behalf of themselves andiarother

Auction Participants may only perform a Competitive

Bidding.

Auction Participants who submit the bidding for t8t&haria

Securities for and on behalf of Parties other thzank

Indonesia and the Indonesia Deposit Insurance Catipa

shall submit their bidding by:

a. Competitive Bidding, in the case of Short-Term Stat
Sharia Securities bidding; and

b. Competitive  Bidding and/or Non-Competitive
Bidding, in the case of Long-Term State Sharia
Securities bidding.

The means used for the submission of bidding inStae

Sharia Securities Auction is the BI-SSSS.

In the event that a Bank submits its bidding int&taharia

Securities Auction via Auction Participant, theenednt Bank



must set the daily Broker Bidding Limit for the appted

Participant of State Sharia Securities Auction.

16.  Auction Participants other than Banks who subnddbig in
the State Sharia Securities Auction must appoin®ud-
Registryto perform settlement and administration of theiltes
of the State Sharia Securities Auction.

17.  Sub-Registryas intended in number 16 must set the daily
Broker Bidding Limit for Auction Participants fohé interest
of Sub-Registry clients.

18. Bank Indonesia shall announce the plan of Stateri&&ha
Securities Auction by no later than 1 (one) busndsy prior
to the day of auction through the BI-SSSS, the Cenoral
Bank Daily Report and other means determined bykBan
Indonesia.

19.  Announcement of the plan of State Sharia Securiigsion
as intended in number 18 shall at least state:

a. type and serial number;

b. Auction Participants;

C. time of auction;

d. the indicative amount offered;

e. period;

f. issuance date;

g. settlement date;

h. maturity date;

I. type of currency; and

J- time of auction result announcement.
B. Organization of Auction

1. Auction of the State Sharia Securities shall bégoered from

10.00 until 12.00 West Indonesia Time or other snas



determined by the Minister of Finanaeg. the Director

General of Debt Management.

Volume offer and Yield or price level in Compet#iBidding

and Non-Competitive Bidding shall be performed witte

following conditions:

a. the lowest volume offer shall be 1,000 (onautiamd)
units or Rp.1,000,000,000.00 (one billion rupiahyla
the rest is with a multiple of 100 (one hundreditain
or Rp.100,000,000.00 (one hundred million rupiah);
and/or

b. Yield level offer shall be submitted with a riple of

1/32 (one per thirty-two) or 0.03125 (three thoukan
one hundred and twenty-five per one hundred
thousand) for fixed Coupon and zero coupon
bond/State Sharia Securities, while price offedldia

submitted with a multiple of 0.05% (five per ten

thousand) for floating Coupon.
The Auction Participants, the Indonesia Depositulasce
Corporation and/or Bank Indonesia shall be resbador
the correctness of the bidding data for State Stecurities.
The Auction Participants, the Indonesia Depositulasce
Corporation and/or Bank Indonesia that have sulkdhitheir

offer may not cancel the offer.

C. Stipulation of the Auction Winner

1.

The Minister of Finance shall stipulate the resniitState
Sharia Securities Auction in the Primary Markett tingludes
the Nominal Value won, the Coupon and/or discouatés,
and the type and value of State Sharia Securiigsts on the

date of auction.



Stipulation of the result of State Sharia Secwsiiction by
the Minister of Finance can be in the form of atcaspe of all
or a part, or the rejection of all biddings subedtin the State
Sharia Securities Auction.

Determination of price of the State Sharia Seasifior the
auction winner by Competitive Bidding shall be penied
according to the Multiple Price method or the UmfoPrice
method.

Determination of price of the State Sharia Seasifior the
auction winner by Non-Competitive Bidding shall be
performed based on the Weighted Average Price ef th
Competitive Bidding auction result

D. Announcement of the Auction Result

1.

Based on the stipulation of result of State Sh&eaurities
Auction in the Primary Market by the Minister ofnlaince,
Bank Indonesia shall announce the result of Stdteri&
Securities Auction through the BI-SSSS, CommerBiahk
Daily Report and other means determined by Bankredia
at the end of the day of State Sharia Securitiestiél.
Announcement of the result of State Sharia Seesraiuction
as intended in number 1 shall at least state trenkiominal
Value won and the weighted average of Coupon and/or
discount rates

Bank Indonesia shall inform the result of State risha
Securities Auction to each Auction Participant tigh the BI-
SSSS which at least states the name of winnerlNtminal
Value won and the Coupon and/or discount tates

In the event that the Minister of Finance rejecls the

biddings in State Sharia Securities Auction, Ban#fohesia



shall announce such rejection through the BI-SSSS,
Commercial Bank Daily Report and other means detexth

by Bank Indonesia.

[I. PROCEDURE OF ADMINISTRATION OF STATE SHARIA
SECURITIES

A.

Settlement of the result of State Sharia Securifiagstion in the

Primary Market

Bank Indonesia shall settle the result of Stateri8h&ecurities

Auction in the Primary Market with the following ditions:

1.

Settlement of the result of State Sharia Securfestion in
the Primary Market shall be performed with the daling
conditions:
a. Settlement of result of Short-Term State Sharia
Securities Auction shall be performed by no |akemt
2 (two) Business Days following the date of auction
(T+2);and
b. Settlement of result of Long-Term State Sharia
Securities Auction shall be performed by no |akemt
5 (five) Business Days following the date of auetio
(T+5).
In settlement of the result of State Sharia Seesriuction
on behalf of clients, the Sub-Registnust appoint the paying
Bank that owns a rupiah giro account in the BI-RT&yStem
for settlement of funds.
Based on the result of winner of the State Shaeeufities
Auction stipulated by the Minister of Finance, Bdnkonesia
shall perform settlement of the result of winnertloé State

Sharia Securities Auction.



Based on the settlement of result of winner ofSkete Sharia

Securities Auction as intended in number 3, Bardofresia

shall perform registration of the State Sharia 8#es

issuance.

Registration of State Sharia Securities issuandetasded in

number 4 shall be performed according to the teamd

conditions determined by the Minister of Finance.

Settlement of the result of winner of the State righa

Securities Auction as intended in number 4 shall be

performed as follows:

a. Settlement of Funds
Settlement of funds shall be performed throughBhe
RTGS system by debiting the rupiah giro account of
the Bank and/or paying Bank appointed by the Sub-
Registry at Bank Indonesia, and crediting the rapia
giro account of the Government at Bank Indonesia in
the amount of the settlement value.

b. Settlement of State Sharia Securities
Settlement of State Sharia Securities shall be
performed by crediting the securities account @& th
BI-SSSS Member in the Central Registiy the
amount of the total Nominal Value of the State &har
Securities won.

The Bank and paying Bank appointed by the Sub-Rggis

must guarantee the sufficiency of funds in the abpgiro

account of the Bank and/or paying Bank at Bank hedoa

for the settlement of the result of State Shari@uBees

auction.

In the case that the sufficiency of funds as inéehith number

7 until the time limit of settlement of funds inetBI-RTGS



System (cut-off warning)s not fulfilled, the settlement of
transaction of the result of State Sharia Secsrifiction
performed through the abovementioned Bank and/ginga
Bank shall be declared as failed.

Upon the settlement of the State Sharia Secuasestended
in number 6 letter b, the Sub-Registry must regishe
ownership of State Sharia Securities in the nametlient
who won the State Sharia Securities individuallythe Sub-

Registrysystem on the same day

B. Payment of Coupon and/or Nominal Value of Statei8@i#ecurities

1.

Bank Indonesia shall perform the payment of Couaod/or
Nominal Value of State Sharia Securities based loa t
position of ownership of the State Sharia Secwritegistered

in the BI-SSSS on 2 (two) Business Days prior ®dbe date
of payment of Coupon and/or Nominal Value of that&t
Sharia Securities (T-2).

Payment of Coupon and/or Nominal Value of Stateri@ha
Securities as intended in number 1 shall be peddron the
due date or on the next business day if the due sat
holiday, by debiting the rupiah giro account of the
Government at Bank Indonesia and crediting theatugjiro
account of the Bank and/or paying Bank appointedthey
Sub-Registry at Bank Indonesia in the amount of goou
and/or Nominal Value of the State Sharia Securities

On the same day as the payment day of Coupon and/or
Nominal Value of the State Sharia Securities by KBan
Indonesia, the Sub-Registry must pass the payni€tdwpon
and/or Nominal Value of the State Sharia Securiteeshe

investor registered in the Sub-Registry



C. Transaction of State Sharia Securities in the SdmgnMarket

1. Transactions of State Sharia Securities peddrnm the
Secondary Market are outright transaction, salastaetion
with a promise to repurchase (repurchase agreeongepo),
State Sharia Securities guarantee transactionafecdl) or
State Sharia Securities borrowing transaction witte
guarantee of other securities (securities lendingd a
borrowing)

2. Procedure of settlement of the transactionState Sharia
Securities in the secondary market as intendedumber 1
shall be performed according to the provisions aniB

Indonesia regulating on the applicable BI-SSSS.

IV.  CLOSING
Provisions in this Circular Letter shall come iefect as of August 12,
2009.

For public cognizance, this Circular Letter is astbto be promulgated in

the Official Gazette of the Republic of Indonesia.

Please be informed accordingly.

BANK INDONESIA,

HENDAR

DIREKTUR OF MONETARY MANAGEMENT

DPM



