Considering: a.

Unofficial Translation

BANK INDONESIA REGULATION
NUMBER 8/24/PBI/2006

CONCERNING

ASSETS QUALITY RATING
FOR SHARIA RURAL BANKS

GOVERNOR OF BANK INDONESIA,

whereas sharia rural bank business sustainab#ity i
dependent on the bank’s capability to place fungs b
considering risk and prudential principles in thenfi of
fulfillment of favorable assets quality and allowas
for assets losses;

whereas obligation in assets quality rating and
allowances for assets losses shall be necessabg to
enforced on earning assets and non-earning assets;
whereas stipulations on assets quality and alloesnc
for assets losses are interrelated that it is sacggo
join those stipulations in one regulation;

whereas pursuant to the considerations set forltter

a, letter b, and letter c, it is deemed necessary t
reorganize stipulations concerning assets quaditiyng

for sharia rural banks in a Bank Indonesia Regutati

In view of ...
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Inviewof: 1. Act Number 7 of 1992 concerning Banking (State
Gazette of the Republic of Indonesia Number 31 of
1992, Supplement to the State Gazette of the Rigpubl
Indonesia Number 3472) as amended by Act Number
10 of 1998 (State Gazette of the Republic of Indane
Number 182 of 1998, Supplement to the State Gazette
of the Republic of Indonesia Number 3790);

2. Act Number 23 of 1999 concerning Bank Indonesia

(State Gazette of the Republic of Indonesia Nun@ier
of 1999, Supplement to the State Gazette of the
Republic of Indonesia Number 3843) as amended by
Act Number 3 of 2004 (State Gazette of the Repuddlic
Indonesia Number 7 of 2004, Supplement to the State
Gazette of the Republic of Indonesia Number 4357);

HAS DECREED :

To enact : BANK INDONESIA REGULATION CONCERNINBSSETS
QUALITY RATING FOR SHARIA RURAL BANKS

CHAPTER |
GENERAL PROVISIONS

Article 1

Terminologies used in this Bank Indonesia Regutaediee defined as follows.

1. Sharia Rural Bank, hereinafter referred to as SRBa rural bank as

referred to...



-3-

referred to in Article 1 number 4 Act Number 7 d92 concerning

Banking as amended by Act Number 10 of 1998 cormulgidbusiness

based on sharia principles.

Earning Assets are placements of SRB funds in hupesed on sharia

principles in the form of Financing, Bank Indone¥¥adiah Certificate,

and placement of funds in other banks.

Non-earning Assets are SRB assets other than EpAssets which bear

potential losses, namely in the form of other estate owned.

Financing is a provision of funds or claims constdeof the kind in the

form of :

a. profit sharing transaction in the form oMudharabah and
Musyarakah

b. leasing transaction in the form géarah or leasing with an option of
transference of proprietary right in the formlafrah Muntahiyah bit
Tamlik

c. sale and purchase transaction in the forrMafabahah Salam,and
Istishna’account receivables;

d. lending-borrowing transaction in the form@érdh and

e. multiple service transaction undgarah or Kafalahagreement,

based on an agreement between SRB and another rneguyring the

party receiving finance and/or facility of fundsrepay the funds after a

specific term with repayment services, without ggpant services, or

profit sharing.

Mudharabahis an investment from a fund ownesh@hibul magl to a

fund manager Miudhari to conduct a specific business, with a

distribution of profit using profit sharing methad net revenue sharing

method...
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method between those two parties based on a ge@d in advance.
Musyarakahis an investment from a fund/capital owner to mine t
fund/capital into a specific business, with a si@qmf profit to be based
on a ratio agreed in advance, while losses shallbbme by all
fund/capital owners based on the proportion ofeespe fund/capital.
Murabahahis a sale and purchase of goods amounting to thiepcimwe of
the goods plus a margin of profit as agreed.

Salamis a sale and purchase of goods by ordering witbcip
requirements and with a full payment of the pricadvance.

Istishna’is a sale and purchase of goods by ordering to riekgoods in
specific criteria and condition and to be paid gread.

ljarah is a leasing agreement between a leasing objeasenimcluding
ownership on using right on the leasing objectywieen a leasing object
owner and a lessee to acquire repayment serviocastfre leasing object
on leasing.

ljarah Muntahiyah bit Tamliks a leasing agreement between a leasing
object owner and a lessee to acquire repaymenicesrfrom the leasing
object on leasing with an option of transferring thwnership of leasing
object either through sale and purchase or dondtjrant) at a specified
time as agreed.

Qardh is an agreement on lending and borrowing of fuwithout any
repayment service requiring the debtor to repayptirecipal all at once or
in installments in a specified term.

Placement of Funds in Other Bank is a placementunfls in Sharia
Banks or other SRBs in the formsMtidharabahand/orwadiahdemand

deposit and/or savinggeposit,Mudharabahtime deposit and/or savings

deposit...
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deposit, Finance extended, and/or other formsafgrhent considered of

the kind.

Revenue Projection (RP) is revenues estimated teebeived by SRB

from customer in respect of Financing extendedhi amount and due

date as agreed by the SRB and the customer.

Realized Revenues (RR) are revenues acquired byf@RBcustomer in

respect of Financing extended.

Bank IndonesiaWadiah Certificate is a certificate issued by Bank

Indonesia as a proof of a short-term fund depagibased orlWadiah

principles.

Wadiahis an agreement on fund or goods depositing frofara or

goods owner to a party entrusted to keep the depbsunds or goods

requiring the party entrusted to keep to return dieeosit of funds or

goods at any time.

Other Real Estate Owned, hereinafter referred t@REO, is assets

obtained by SRB either through auction or over ¢banter based on a

voluntary transfer by a collateral owner or base@@ower of attorney to

sell over the counter from the collateral ownethea event that customer

is declared Loss.

Allowances for Assets Losses, hereinafter refetoeals PPA, is a reserve

to be established amounting to a certain percentEgped on assets

quality.

Independent Appraiser is an appraising companywhic

a. is not related in ownership, management, and fieasither with SRB
or customer obtaining facilities;

b. conducts appraising activities under professiomalecof ethics and

regulations...
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regulations stipulated by authorized institution;

c. applies appraising methods based on appraisal gziofe standard
issued by authorized institution;

d. holds business license issued by authorized itistitio operate as an
appraising company; and

e. is recorded as a member of an association recafytngeauthorized
institution;

Rating is a written statement of an Independentraigpr or SRB internal

appraiser concerning appraisal and opinion on tesh economic value

in the form of fixed assets based on an analysisbpective and relevant
facts in accordance with commonly applicable meshadd principles
stipulated by Indonesian Appraiser Profession $p¢MAPPI);

Market Approach is an amount of money expectedetolitainable from

a sale and purchase transaction or exchange dfass¢he date of rating

after deducted by transaction costs; the sellirdylarying parties do not

have any relationship before, have knowledge oratisets to be traded,
and exercise transaction in unforced condition;

Finance Restructuring is an effort made by SRB iidep to assist a

customer to be able to settle its liabilities, amother things, through :

a. rescheduling, namely amendment to the repaymentédsidd of a
customer’s liabilities or the term thereof;

b. reconditioning, namely amendment to a part or ailhafcing
requirements including but not limited to amendnterthe repayment
schedule, term, and/or other terms and conditiossfar provided that
it does not involve any amendment to the maximurtaruz of

Financing;

C. restructuring..
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c. restructuring, namely amendment to Financing regoénts
including:
1) addition of SRB funds;

2) conversion of Financing agreement.

CHAPTER Il
ASSETS QUALITY

Article 2

(1) Provision of SRB funds shall be made on the badisprodential
principles and shall comply with sharia principles;
(2) SRB management is required to monitor and takecipatory measures

to ensure that Assets quality continues to be @trre
Article 3

(1) Any SRB is required to conduct assets quality cgagither on Earning
Assets or Non-earning Assets;
(2) The assets quality rating as referred to in pagdg(a) shall be conducted

on a monthly basis.

CHAPTER IlI
EARNING ASSETS

Part One

General Provisions
Article 4

(1) Earning Assets Quality in the form of Financing Ikl rated into 4

(four) classifications, namely Current, SubstandBalbtful, and Loss;

(2) Earning...
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Earning Assets as referred to in paragraph (1)!shal rated by

promptness and/or capability of liability repaymbgtcustomer.
Article 5

Rating onMudharabahand MusyarakahFinancing qualities which is

based on repayment capability shall refer to prowgd of principal

repayments and/or achievements of the ratio ofiREhRevenues (RR)

on Revenue Projection (RP).

Calculation of RR to RP ratio as referred to ingggaph (1) shall be

based on accumulation average in the duration oflenlgoing

MudharabahandMusyarakahFinancing.

Calculation of RP shall be based on business fdiasibnalysis and

customer’s cash inflow in the duration Biudharabahand Musyarakah

Financing.

Any SRB may revise the RP no more than :

a. 1 (one) time in one year fdMudharabahand MusyarakahFinancing
with a term of up to 1 (one) year;

b. 2 (two) times in one year favludharabahandMusyarakahFinancing
with a term of more than 1 (one) year.

Any SRB may revise the RP as referred to im@aph (4) based on

macroeconomic and market developments or natusasthr bringing

Impacts on customer’s business.

Any SRB is required to include RP and RP siwi in Mudharabahand

MusyarakahFinancing agreements between the SRB and custcaners

shall be fully documented.

Article 6 ...
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Article 6

Principal installments as referred to in Articlep&ragraph (1) may be
paid during the term of Financing as agreed byRB &nd its customer.
If Financing term is more than 1 (one) year, thegypal installments of
Financing as referred to in paragraph (1) shallpbé& in stages in
accordance with cash inflow projection of customdxisiness.

The principal installment repayments as referrenh tparagraph (1) must
be stated in Financing agreement between the SKRBtarustomer and

be fully documented.
Article 7

Quality of Earning Assets in the forms llurabahah, Salam, Istishna’,
ljarah, ljarah Muntahiyah bit TamlikandQardh Financing shall be rated
by duration of payment arrears as follows.

a. installments other than for Housing Credit;

b. installments for Housing Credit.

Installment payments of Financing as referred tparagraph (1) must be
stated in the agreement between the SRB and iteormas and be

supported with complete documents, including astlgaincipal portion,

margin, and repayment schedule.

Article 8

Quality of Earning Assets in the form of Bank IndsiaWadiah Certificate

shall be classified Current.

Article 9

Quality of Earning Assets in the form of Placemehfunds in Other Bank

shall be classified Current provided that it is rqueed by the Depository

Guarantee..
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Guarantee Institution.
Article 10

In the event that Placement of Funds in Other Bdwds not meet guarantee
program requirements of the Depository Guarantegtiiion as referred to in
Article 9, the quality of Placement of Funds in @tlBank shall be classified
as follows.

a. Current, if there is no arrear in principal repaytntr Wadiah/Qardh or
there is no arrear in principal and/or profit shpagment foMudharabah
andMusyarakah and/or Realized Revenues (RR) are equal to oe tiam
80% of Revenue Projection (RP) favludharabah and Musyarakah
Financing;

b. Substandard, if there is arrear in principal repayniorWadiah/Qardh or
there is arrear in principal and/or profit sharg/mant for Mudharabah
and Musyarakahup to 5 (five) working days, and/or RR is highban
30% up to 80% of RP or RR is equal to or lower tBaf6 of RP up to 3
(three) repayment periods fdtudharabahandMusyarakahFinancing;

Cc. Loss,if:

1) SRB or bank receiving Placement has been declar@dmanounced as
SRB or bank under status of special surveillanc&RB or bank has
been imposed on sanction of freezing of its efitireiness activities;

2) SRB or bank receiving Placement is declared undeidation; and/or

3) There is arrear in principal repayment Yadiah/Qardhprinciples, or
there is arrear in principal and/or profit shargmant forMudharabah
andMusyarakahfor more than 5 (five) working daysr RR is equal to
or higher than 30% (thirty percent) of RP f&udharabah and

MusyarakahFinancing.

Article 11 ...
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Article 11
Provision of SRB funds in the form of Earning Assenust be fully
documented.
Earning Assets Quality which has been classifiedet by SRB shall be
downgraded to be the highest of Substandard by Badknesia if

customer’s documentation fails to provide suffitigormation.

CHAPTER IV
NON-EARNING ASSETS

Part One

General Provisions
Article 12

Any SRB is required to rate the quality of Nearning Assets in the form
of OREO.
Any SRB is required to hold written policiesdgorocedures on OREO.

Part Two

Rating Procedures
Article 13

Any SRB is required to make settlement efforts &REO.
Any SRB is required to document the settlementreffon the OREO as

referred to in paragraph (1).
Article 14

Any SRB is required to appraise OREO at the moroérihe collateral

takeover to determine its net realizable value.

(2) The net..
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The net realizable value as referred to in pardgrép) shall be
determined by an Independent Appraiser for an OREDO a value of
Rp500,000,000.00 (five hundred million rupiah) corm

Maximum net realizable value shall amount to Eagnissets value
settled with OREO.

Article 15

Quality of OREO which has been under settlememitresffas referred to in

Article 13 shall be classified as follows.

a. Current, if the OREO is owned for up to 1 (one)ryea

b. Substandard, if the OREO is owned for more thaonk) year up to 2
(two) years;

c. Doubtful, if the OREO is owned for more than 2 (Jwears up to 3
(three) years;

d. Loss, if the OREO is owned for more than 3 (thsers.

Quality of OREO which is not in seek of settlemest referred to in

Article 13 shall be classified one level belowstgpulation as referred to

in paragraph (1).

CHAPTER V
ALLOWANCES FOR ASSETS LOSSES

Part One

General Provisions
Article 16

Any SRB is required to establish PPA either forriday Assets or Non-

earning Assets.

(2) The PPA...
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The PPA as referred to in paragraph (1) shall likarform of :
a. general reserves and special reserves for Earrssgts; and

b. special reserves for Non-earning Assets.

Part Two

Establishment Procedures
Article 17

PPA general reserves as referred to in Article aéagraph (2) letter a

shall be no less than 0.5% (five per thousand)otdl tEarning Assets

classified Current, excluding Bank Indone®fadiahCertificates.

PPA special reserves as referred to in Article aéagraph (2) letter a

shall be no less than :

a. 10% (ten percent) of Assets classified Substandfiedt deducted by
collateral value;

b. 50% (fifty percent) of Assets classified Doubtfuitea deducted by
collateral value; and

c. 100% (one hundred percent) of Assets classified lader deducted
by collateral value.

Requirement to establish PPA as referred to in ggaph (1) and

paragraph (2) shall not be in force for Earning eéissin the form of

ljarah or ljarah Muntahiyah bit Tamlik.

Any SRB is required to establish amortization figarah or ljarah

Muntahiyah bit Tamlikvith stipulations as follows.

a. ljarah shall be amortized in accordance with SRB’s arpatibn
policy for assets of the kind;

b. ljarah Muntahiyah bit Tamlikshall be amortized in accordance with

terms of leasing.

(5) The use..
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(5) The use of collateral value as a subtracting fagctathe calculation of
PPA as referred to in paragraph (2) may only beliegpn Earning

Assets.
Article 18

The establishment of PPA for Earning Assets asrnedleto in Article 16
paragraph (1) and paragraph (2) kdurabahah, Salamandlstishna uses the

amount of purchasing price balance or cost pritanca.

Part Three

Collateral Rating
Article 19

Collateral which may be considered as a subtradtiomr in the establishment

of PPA comprises :

a. Wadiah savings depositsMudharabah savings deposits and/or time
deposits, and blocked guarantee deposits in ruignatosed with a power of
attorney to disburse;

b. Bank IndonesidVadiahCertificates under mortgage;

c. land, buildings, and houses which have been boaondctordance with
applicable stipulations;

d. vehicles and stocks which have been bound in aaccswith applicable

stipulations.
Article 20

Collateral value which may be considered as a aatwig factor in the
establishment of PPA as referred to in Article @ghprises :
a. for cash collateral in the forms of bank note, fgnebank note, gold, gold

coin, Wadiah savings depositMudharabahsavings deposit and/or time

deposit...
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deposit, and blocked guarantee deposit in rupi@iosed with a power of

attorney to disburse at a maximum of 100% (one rechdercent);

for collateral in the form of Bank IndonesMadiah Certificate at a

maximum of 100% (one hundred percent);

for collateral in the forms of land, building, h@Jsehicle, and sea ship at a

maximum of :

1) 80% (eighty percent) of mortgage value for collaten the forms of
land, building, and house with a proprietary rigattificate (SHM) or a
building right certificate (SHGB) bound with mortgs

2) 60% (sixty percent) of tax object sale value (NJ@fP)collateral in the
form of land, building, and house with a SHM or ld&B, right to use
without mortgage;

3) 50% (fifty percent) of NJOP for collateral in therfn of land with
ownership evidence in the form of custom land tidter C enclosed
with tax statements (SPPT) of 6 months;

4) 50% (fifty percent) of Market Approach for collaéénn the form of
vehicle and sea ship enclosed with ownership eceleand with a

power of attorney to sell.
Article 21

Appraisal on collateral may be conducted by an pedeent Appraiser or
SRB internal appraiser which shall be based onnafysis on objective
and relevant facts in accordance with commonly iapple methods and
principles as referred to in Article 1 number 21.

The requirement of collateral appraisal by an lmhelent Appraiser as
referred to in paragraph (1) shall be in force Forancing amounting to
Rp500,000,000.00 (five hundred million rupiah) corm

(3) If the ...
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(3) If the appraisal on collateral is not conductededsrred to in paragraph
(1), the appraisal result shall not be consideredaaPPA subtracting

factor.
Article 22

Bank Indonesia has the authority to recalculat&atahl value which has been
deducted from the PPA if an SRB fails to complyhwstipulations as referred
to in Article 20.

CHAPTER VI
FINANCE RESTRUCTURING

Article 23

(1) Any SRB is required to possess written policies gmdcedures on
Finance Restructuring.

(2) Any SRB may only exercise Finance Restructuringamy customer
which :

a. has experienced or is expected to experience @awsein capability
of repayment and/or fulfillment of its liabilitieand

b. continues to have favorable business prospect®iahd/able to meet
requirements after the restructuring.

(3) The implementation of restructuring as referrednt@aragraph (1) shall
refer to fatwa issued by the National Sharia Cduand Financial
Accounting Standard applicable for sharia banks.

(4) Restructured Financing quality shall be classifisdollows.

a. The highest quality of Substandard for FinancingcWtiprior to the

restructuring is classified Doubtful or Loss;

b. Quality...
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b. Quality remains unchanged for Financing which priar the
restructuring is classified Current or Substandard;

The Financing quality as referred to in paragrapmgay :

a. become Current, if there is no arrear in principatallment and
profit/margin/fee sharing or other liabilities difet kind for 3 (three)
consecutive payment time periods;

b. revert to the same quality as that prior to res$tmireg if customer fails

to meet criteria as referred to in letter a.

CHAPTER VII
WRITE OFF AND COLLECT OFF

Article 24

Any SRB is required to hold written policies andg@edures on write off
and collect off.

Write off and/or collect off may be exercised only Financing classified
Loss.

Write off may not be exercised on part of Finandjpartial write off).
Collect off may be exercised either on part orviwele Financing.
Collect off on part of Financing as referred toperagraph (4) may only
be exercised in the framework of Finance Restrutguor Financing

settlement.
Article 25

Write off and/or collect off as referred to in Adié 24 may only be
exercised after SRB makes various efforts to redaamning Assets
extended.

(2) Any SRB ...
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(2) Any SRB is required to document its efforts as nref@ to in paragraph
(1) and the basis of considerations of the impldaten of write off
and/or collect off.

(3) Any SRB is required to administer data and infororaton its Earning

Assets under write off and/or collect off.

CHAPTER VIII
SANCTIONS
Article 26

Any SRB failing to comply with provisions in Artiel2, Article 3, Article 5
paragraph (6), Article 6 paragraph (2) and pardyi@p, Article 7 paragraph
(2), Article 11 paragraph (1)Article 12, Article 13, Article 14, Article 16,
Article 17, Article 21, Article 23, Article 24, and Article 25 shall be liable to
administrative sanctions as referred to in Artis2 Act Number 7 of 1992
concerning Banking as amended by Act Number 10881including but not
limited to :
a. written warning;
b. downgrading in rating; and/or

c. management replacement.

CHAPTER IX
CONCLUDING PROVISIONS
Article 27

Non-earning Assets Quality Rating for OREO as refi:to in Article 12 shall

be in force on December 1, 2007.

Article 28 ...
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Article 28
With the enactment of this Bank Indonesia Regutati8ank Indonesia
Regulation Number 6/18/PBI1/2004 dated July 1, 20€3hcerning Earning
Assets Quality for Rural Sharia Banks and Bank hasdia Regulation Number
6/19/PBI/2004 dated July 1, 2004, concerning Alloess for Earning Assets
Losses for Rural Banks Conducting Business Base8&maria Principles are

revoked and declared no longer valid.
Article 29

Further provisions concerning the implementatios$ets Quality Rating as
stipulated this Bank Indonesia Regulation shaktjeulated in Bank Indonesia

Circular Letter.
Article 30

This Bank Indonesia Regulation shall be in foreeasiJanuary 1, 2007.

Enacted in Jakarta
Dated October 5, 2006

GOVERNOR OF BANK INDONESIA,

BURHANUDDIN ABDULLAH

STATE GAZETTE OF THE REPUBLIC OF INDONESIA NUMBERL8OF 2006

DPbS



ELUCIDATION

TO

BANK INDONESIA REGULATION
NUMBER 8/24/PBI/2006

CONCERNING

ASSETS QUALITY RATING
FOR SHARIA RURAL BANKS

GENERAL REVIEW

Sharia rural bank business sustainability is depethdon the bank’s
performance, one of main indicators of which isdh@lity of its investment of
funds. A high quality of investment of funds shbiar profit that it may
become a source for business development. Sinagaatbastics of its assets
are extremely influenced by credit risk, a shammak bank must always
improve its financing policies and procedures idalg the rating of quality, to
manage assets portfolio favorably, and to be ablenticipate external factor

developments which may influence its quality officing.

In order to rate financing quality which reflectsetbank’s managed
financing exposure level it is necessary to reamgaquality rating definition

and criteria on any financing.

In addition, in line with sharia rural bank finangidevelopments which
may lead to an increase of OREO held by the bang,necessary to rate the

OREO constituting non-earning assets.

Based on..
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Based on the abovementioned considerations, gesnéd necessary to

reorganize stipulations concerning assets qualiipg for sharia rural banks in

a Bank Indonesia Regulation.

ARTICLE BY ARTICLE

Article 1
Self-explanatory.
Article 2

Prudential principles in provision of funds meaattithe investment of

funds shall be based, among other things, on :

a. Analysis of business viability taking into accouast least the 5C
factors, namely Character, Capital, Capacity, Cuomwi of the
economy, and Collateral;

b. Assessment of repayment capability.

To monitor means to keep a watch on customer’sniessi performance

from time to time.

To take anticipatory measures means to take actiombs preventive

measures to protect against the possibility of uleia the provision of

funds.
Article 3

Paragraph (1)
Self-explanatory.
Paragraph (2)
The meaning of “rating shall be conducted on a imgriiasis” is the

presentation in monthly reports in accordance \Bi#tmk Indonesia

stipulations...
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stipulations concerning SRB monthly reports.
Article 4
Paragraph (1)
Self-explanatory.
Paragraph (2)

Self-explanatory.
Article 5
Paragraph (1)

Calculation of the Realized Revenues (RR) to ReeeRrojection

(RP) ratio shall be as follows.

RR
Q = —  x 100%
RP
In which :
Q = Revenue Achievement Ratio
RR = Realized Revenues, revenues received by SiRB
customer
RP = Revenue Projection, revenues estimated tedmved by

SRB from customer

Paragraph (2)
Average accumulation in the duration of realizegbRcing is :

Example 1
For Mudharabah andMusyarakah Financing with a term of 1 (one)
year beginning from January 1, 2005 up to Decer3tie2005 and

is rated in January 2006, RR and RP to be usetharaccumulated

amount...
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amount from January up to December 2005.

Example 2

For Mudharabah and Musyarakah Financing with a term of 6 (six)
months which has been realized only for 3 (threentms, the

accumulation to be used are only the realized tefn8 (three)

months.

Paragraph (3)
For example, foMudharabah and Musyarakah Financing with a
term of 2 (two) years and profit share payment dalezl every 6
months, the RP shall be determined every 6 morsfisllaws.
1. ©'6 month RP = Rpxxx or x %
2. 2796 month RP = Rpyyy or y %
etc.

Paragraph (4)
Self-explanatory.

Paragraph (5)

Self-explanatory

Paragraph (6)
Fully documented means the availability at leasteéumentation
on financing including application, analysis, demisand monitoring
on financing and other files related to RP, anahanges.

Article 6

Paragraph (1)
Self-explanatory.

Paragraph (2)

Self-explanatory.

Paragraph (3)..



Paragraph (3)

Self-explanatory.

Article 7
Paragraph (1)
Self-explanatory.
Paragraph (2)

Self-explanatory.

Article 8

Self-explanatory.

Article 9

Self-explanatory.

Article 10

Self-explanatory

Article 11
Paragraph (1)
Fully documented is defined as the availability latst of
documentation on provision of funds including apglion, analysis,
decision and monitoring on provision of funds, #sdhanges.
Paragraph (2)

Self-explanatory.
Article 12

Paragraph (1)
Self-explanatory.
Paragraph (2)
Written policies and procedures include but notitlih to OREO

mechanism..
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mechanism and requirements.

Article 13

Paragraph (1)
This regulation is aimed at encouraging SRB to ceh#usiness in
accordance with its function in collecting and disiting funds to
the public. Settlement efforts may be made, amotingrothings,
through an active marketing and selling of OREO.

Paragraph (2)
Documentation includes but not limited to data anfbrmation

evidence on OREO marketing and selling efforts.
Article 14

Paragraph (1)
Net realizable value is defined as collateral’'s k&arApproach
deducted by estimated discharging cost.

Paragraph (2)
Self-explanatory.

Paragraph (3)

Self-explanatory.
Article 15

Paragraph (1)
Self-explanatory.
Paragraph (2)

Self-explanatory.
Article 16
Paragraph (1)

The establishment.
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The establishment of PPA for Non-earning Asset#nisnded to
encourage SRB to make the settlement efforts andntaipate
potential losses.

Paragraph (2)

Self-explanatory.
Article 17

Paragraph (1)
Self-explanatory.
Paragraph (2)
Self-explanatory.
Paragraph (3)
Self-explanatory.
Paragraph (4)
Letteraand b
Amortization forljarah and/orljarah Muntahiyah bit Tamlik
shall refer to applicable financial accounting dianls for
sharia banks.
Amortization policy to be made shall reflect congtion
pattern to be expected from the economic benefifjargh
objects in the future.
Paragraph (5)

Self-explanatory.
Article 18
Self-explanatory.

Article 19

Letter a...



Letter a
Self-explanatory.
Letter b
Self-explanatory.
Letter c
Self-explanatory
Letter d
Applicable stipulations include but not limited tstipulations

concerning fiduciary, mortgage, and storage receipt
Article 20
Self-explanatory.

Article 21
Paragraph (1)
Self-explanatory.
Paragraph (2)
Self-explanatory.
Paragraph (3)

Self-explanatory.
Article 22
Self-explanatory.

Article 23
Paragraph (1)
Written policies and procedures include but notitikah to official
and unit in charge in restructuring and analysiscesses on

financing to be restructured.

Paragraph (2)..



Paragraph (2)
Self-explanatory.

Paragraph (3)
Restructuring under applicable fatwa issued byNha&onal Sharia
Council includes, among other things, that Néurabahah it may be
conducted by granting discount from total liabilifgayment,
rescheduling and conversionMbrabahah agreement.

Paragraph (4)
Self-explanatory.

Paragraph (5)

Self-explanatory.
Article 24

Paragraph (1)
Write off is an administrative measure taken byS&B to write off
provision of funds or claims classified Loss frone tbalance sheet
amounting to customer’s liabilities without any oeation of the
SRB'’s collecting right to customer.
Collect off is a measure taken by an SRB to writfecastomer’s
liabilities which can not be settled up.
Write off and collect off policies and procedurexlude but not
limited to requirements, definition, authority, acatability, and
methods of write off and collect off.

Paragraph (2)
Self-explanatory.

Paragraph (3)

Write off shall be conducted on all Financing exked and be bound

in an agreement.
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in an agreement.

Paragraph (4)
Self-explanatory.

Paragraph (5)
Collect off in the framework of Finance Restruatgriand Financing
settlement is aimed at the interest of transparémcystomer.
Financing settlement may be conducted through teofiatakeover

or settlement by customer
Article 25

Paragraph (1)
Efforts which may be made include but not limitedthe form of
collection to customer, Finance Restructuring, payhrequest to
the party granting guarantee on the concerned E@rAssets, and
Financing settlement through collateral takeover

Paragraph (2)
Self-explanatory.

Paragraph (3)

Self-explanatory.
Article 26
Self-explanatory.
Article 27
Self-explanatory.
Article 28

Self-explanatory.

Article 29 ...
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Article 29
Self-explanatory.
Article 29
Self-explanatory.
Article 30

Self-explanatory.
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