Unofficial Translation

No. 10/ 17 /DPM Jakarta, March 31, 2008

CIRCULAR LETTER

To

ALL SHARIA COMMERCIAL BANKS AND SHARIA DIVISIONS

Subject: _Procedures of Repo Bank Indonesia &habertificate

Transaction with Bank Indonesia

In relation with the enactment of Bank Indonesiagitation Number

10/11/PBI1/2008 dated March 31, 2008, concerning kBémdonesia Sharia
Certificate (State Gazette of the Republic of Inekda Number 50 of 2008,

Supplement to the State Gazette of the Republioddnesia Number 4835), it

iIs deemed necessary to enact provisions concefriogedures of Repo Bank

Indonesia Sharia Certificate Transaction with Bardonesia as follows.

GENERAL PROVISIONS

Terminologies used in this Bank Indonesia Circulatter are defined as
follows.

1. Bank is a Commercial Bank as referred to in Act Mem7 of 1992
concerning Banking as amended by Act Number 109881 conducting
business based on Sharia Principles, including watimy business on
conventional basis and under Sharia Principles Isimeiously.

2. Sharia Commercial Bank, hereinafter to be refer@das BUS, is a
Commercial Bank as referred to in Act Number 7 802 concerning
Banking as amended by Act Number 10 of 1998 comagidbusiness

based on Sharia Principles.



3. Sharia Division, hereinafter to be referred to &SJis :

a. a business unit in a conventional bank head offi@forming
functions as the parent office of Sharia branchce$f and/or Sharia
units; or

b. a business unit in a conventional branch officefakign bank
performing functions as the parent office of Shaul-branch offices
and/or Sharia units.

4. Sharia Principles are the Sharia Principles asrnedfeto in Article 1
number 13 Act Number 7 of 1992 concerning Bankisgamended by
Act Number 10 of 1998.

5. Bank Indonesia Sharia Certificate, hereinafteragdierred to as SBIS, is
a short-term securities denominated in the rupissued by Bank
Indonesia based on Sharia Principles.

6. Bank Indonesia — Real Time Gross Settlement Systemginafter to be
referred to as BI-RTGS System, is a system fortdaic fund transfer
among BI-RTGS System members in the rupiah witkleseént in real
time and on individual per transaction basis.

7. Bank Indonesia - Scripless Securities Settlemestefy, hereinafter to be
referred to as BI-SSSS, is a system that faciitatensaction with Bank
Indonesia including its administration and elecitonsecurities
administration, seamlessly interconnected amongticgants, the
Operator, and the BI-RTGS System.

8. Repurchase Agreement Transaction of SBIS, hereintdtbe referred to
as Repo SBIS, is a transaction of loan extende®dnyk Indonesia to
BUS or UUS with SBIS as collateral (collateralizsatrowing).

9. Repo SBIS Fee is a financial penalghdramah) stipulated by Bank
Indonesia in Repo SBIS because BUS or UUS failulfdl the term of
SBIS purchasing agreement.

10. Qardh is a loan agreement without any repayment servieggiring the

debtor ...



11.

12.

13.

14.

15.

16.

17.

debtor to repay the principal all at once in a #ptterm.

Rahn is a collateral delivery from BUS or UU$&ahin) to Bank Indonesia
(murtahin) as a guarantee to obt&ard.

Securities Account is an account with the BI-SSS#etl by BUS or

UUS which is used for the registration of SBIS ovshep.

Demand Deposit Account is a rupiah account withkBlaxdonesia owned
by BUS or UUS.

Securities Settlement is a debiting and creditingScurities Account
through the BI-SSSS in administration of transanxgiowith Bank

Indonesia and administration of SBIS.

Fund Settlement is a debiting and crediting on Deir2eposit Account
and/or other accounts with Bank Indonesia throlghBI-RTGS System
in administration of transactions with Bank Indaaesnd administration
of SBIS through the BI-SSSS.

Delivery Versus Payment, hereinafter to be refetedas DVP, is a
Securities transaction settlement by conductingifises Settlement and
Fund Settlement simultaneously.

Commercial Bank Daily Report, hereinafter to beeredfd to as LHBU, is
a report prepared and submitted by BUS or UUS tokBadonesia on

daily basis.

[I. GENERAL REQUIREMENTS

1.
2.

3.

Any BUS or UUS shall propose Repo SBIS to Bank hesia.

Any BUS or UUS shall propose Repo SBIS if the BUSUWS is not
being under imposition of prohibition of Repo SRi®position.

Any BUS or UUS shall propose the Repo SBIS as refeto in number 1
after signing up an Agreement on the Collaterabradf SBIS in purpose
of Repo SBIS (as the example presented in Apperidix which

constitutes an inseparable part from this Circulatter, and submit

supporting ...




10.

11.

12.

13.

14.

supporting requisite documents to Bank Indonesia.

The agreement as referred to in number 3 shallidree@ up when the
BUS or UUS proposes Repo SBIS for the first timd ahall continue to
be in effect as far as there is no change of ctsitand data of the
supporting documents.

Bank Indonesia shall extend Repo SBIS to BUS or W@t/&n amount of
no more than the nominal value of the SBIS und&atsval.

Repo SBIS maturity is 1 (one) working day.

If a Repo SBIS is conducted on 1 (one) working gagr to a holiday,
the Repo SBIS maturity date shall be stipulatedftiewing working
day.

Bank Indonesia shall open a Repo SBIS window tinfeckv shall be
announced through the BI-SSSS and/or LHBU System.

Any SBIS collateralized to Bank Indonesia shall ch@d remaining
maturity of no less than 2 (two) working days uptepo SBIS maturity.
The SBIS as referred to in number 9 shall not lkeucollateralization to
Bank Indonesia.

Any BUS or UUS may only propose Repo SBIS at anwarhof no more
than the nominal value of SBIS in hand on 1 (onejkimg day prior to
the date of Repo SBIS.

Any BUS or UUS is required to hold adequate SBISiesein its
Securities Account for Securities Settlement of SBio later than the
Repo SBIS window time closing on the Repo SBIS {fatst leg).

Any BUS or UUS is required to hold an adequate riidan its Demand
Deposit Account for Fund Settlement in SBIS redeompand Repo SBIS
Fee upon Repo SBIS maturity (second leg).

The Repo SBIS Fee as referred to in number 13 beadtipulated at the
amount of applicable Bl-Rate at Repo SBIS propmsitadded with a

margin of 300 (three hundred) basis points withftmeula :

Repo ...



15.

16.

17.

18.

19.

20.

RepoSBISFee= (Bl Rate+ 300bps)x (t + 360)x (RepoSBISNominalValue)
wheret is the number of Repo SBIS days

Bank Indonesia may change the margin as referredritamber 14 which
shall be announced through the BI-SSSS, LHBU Systamd/or other
facilities stipulated by Bank Indonesia before fRepo SBIS window
time opens at the latest.

The number of days in the calculation of Repo SB¢8 as referred to in
number 14 which has to be paid by BUS or UUS sballcounted by
calendar day.

Any Securities Settlement and Fund Settlement ipoR8BIS shall be
conducted on the same working day as the transadsame day
settlement) by DVP mechanism.

Repo SBIS fund settlement value shall be basedh@mominal value of
SBIS under collateral, Repo SBIS Fee, and remaimaturity of SBIS.
(An example of the calculation of Repo SBIS is pre#ed in Appendix 2).
Any BUS or UUS proposing Repo SBIS shall be accaliet for the
validity of Repo SBIS data submitted.

Bank Indonesia may change or close Repo SBIS wintdme which
shall be announced through the BI-SSSS, LHBU Systamd/or other
facilities as stipulated by Bank Indonesia on lefjoworking day prior to

the change or closing of window time at the latest.

[ll. REQUISITE DOCUMENTS OF REPO SBIS PROPOSITION

1.

2.

Any BUS or UUS shall propose Repo SBIS as refeteeth point 11.1

after submitting requisite documents Répo SBIS proposition together

with a covering letter.

The documents as referred to in number 1 shalidect

a. Agreement on the Collateralization of SBIS in pupof Repo SBIS
in duplicate which shall be adequately stampedsagded up by the

Board ...



Board of Directors of the Bank or official of theaBk authorized by
the Board of Directors with a power of attorney evhforms the basis
for Bank to propose Repo SBIS;

b. Photocopy of Bank Statutes; and

c. Photocopy of valid personal identity, such as Rasig Identity Card
(KTP) or passport of the Board of Directors, Chiadecutive Officer
(CEO), and/or official of the Bank granted with laortity to sign up
the agreement as referred to in number 2.a.

3. For UUS in patrticular, the agreement as referred tmumber 2.a may be
signed up by UUS official based on a power of agrgranted by the
Board of Directors of the Bank.

4. The documents as referred to in number 2 shallulengted to Bank
Indonesia, c.q. Directorate of Monetary ManagementMonetary
Operation Bureau (DPM-BOpM), JI. M.H. Thamrin Ng¢.Jakarta 10350.

5. Bank Indonesia shall notify BUS or UUS on approeélRepo SBIS
proposal after the complete and correct documestseéerred to in
number 2 are received.

6. The notification as referred to in number 5 shalldelivered by letter or
through the BI-SSSS.

PROCEDURE OF REPO SBIS PROPOSITION

1. Bank Indonesia, c.q. DPM-BOpM, shall announce @pplie Repo SBIS
Fee and maturity through the BI-SSSS and/or LHBSt&y before the
Repo SBIS window time opens at the latest (T+0).

2. The Repo SBIS window time shall be stipulated frérf@0 p.m. up to
5.00 p.m. (western Indonesia standard time) everkiwg day.

3. Any BUS or UUS shall propose Repo SBIS directlytigh the BI-SSSS
during the window time as referred to in numbeby stating the Repo

SBIS nominal amount and collateralized SBIS series.

4. The ...



4. The procedure of Repo SBIS proposition throughBR&SSS as referred

to in number 3 shall refer to regulatory provisi@esicerning BI-SSSS.

V. SETTLEMENT

1. Bank Indonesia, c.gq. Directorate of Monetary Mamaget - Monetary

Management Transaction Settlement Division (DPM-M],P shall

conduct Securities Settlement and Fund SettlenfeRepo SBIS through

the BI-SSSS by the mechanism of transaction bysaetion settlement

(gross to gross).

2. The Securities Settlement and Fund Settlement pbR&BIS as referred

to in number 1 shall comprise :

a. Securities Settlement and Fund Settlement for S®lfteralization

(first leg).

1)

2)

3)

4)

5)

6)

On the Repo SBIS date DPM-PTPM shall conduct & feg
settlement after the Repo SBIS window time closes.

The first leg settlement value as referred to imber 1) shall
amount to the value of Repo SBIS with the sameevakithe value
of the SBIS under collateral.

The first leg settlement shall be conducted by titepiSecurities
Account amounting to the nominal value of collaieesd SBIS
series and crediting Demand Deposit Account aatheunt of the
Repo SBIS value.

If the nominal value of the collateralized SBISisgrnn Securities
account is inadequate for the first leg settlemin®,BI-SSSS shall
automatically cancel the first leg settlement.

The cancellation of the first leg settlement agmefd to in number
4) shall only be exercised on Repo SBIS with inadég SBIS
collateral nominal value.

If the cancellation of the first leg settlement wc more than 1

one) ...



(one) time on a same day, the cancellation of tingt ieg
settlement shall be counted 1 (one) time.

7) Any BUS or UUS shall be imposed sanction for thecedlation of
the first leg settlement as referred to in number 4

. Fund Settlement and Securities Settlement for FEfI& redemption

(second leg)

1) A second leg settlement shall be automatically cotetl at the
BI-SSSS opening on Repo SBIS maturity date.

2) The second leg settlement value shall be calculatéde amount
of the first leg settlement value added with a REBMS Fee.

3) The second leg settlement shall be conducted byinglivemand
Deposit Account amounting to the second leg sedtgmalue as
referred to in number 2) and crediting Securitiecdunt at the
nominal value of the collateralized SBIS.

4) If a BUS or UUS does not hold an adequate balamas Demand
Deposit Account for Repo SBIS redemption settlemento the
BI-RTGS System cut-off warning, the BI-SSSS shatbanatically
cancel the second leg settlement.

5) The cancellation of the second leg settlement sbaly be
exercised on Repo SBIS which has been mature agsl it hold
adequate funds.

6) If the cancellation of the second leg settlemeruos more than 1
(one) time on a same day, the cancellation of t#eorsd leg
settlement shall be counted 1 (one) time.

7) Any BUS or UUS shall be imposed sanction for thecedlation of
the second leg settlement as referred to in nudper

8) In order to fulfill BUS or UUS liabilities in redeption of mature
Repo SBIS due to the cancellation of the secondséttjement,

Bank Indonesia shall :

a) debit ..



a) debit Demand Deposit Account to settle Repo SBI§ Bad
b) settle redemption of collateralized SBIS serief@eimaturity
(early redemption) automatically through the BI-SSS
9) If the early redemption result is inadequate, Bardonesia shall
debit Demand Deposit Account amounting to the sigartof BUS
or UUS liabilities to Bank Indonesia.

10) If Bank Indonesia exercises an early redemptiomkBladonesia
shall pay SBIS rights to BUS or UUS up to the ocence of the
early redemption.

(An example of calculation of payment of SBIS righih early

redemption is presented in Appendix 3).

VI. SANCTIONS

1. Any BUS or UUS failing to fulfill liabilities as rerred to in point V.2.a.
4) and point V.2.b.4) shall be liable to sanctionthe form of :
a. Written warning, with a copy to :

1) Directorate of Sharia Banking (DPbS), if the samttis imposed
on a BUS or UUS which head office is located inwuweking area
of Bank Indonesia Head Office; or

2) Bank Supervision Team of local Bank Indonesia Reglid®ffice,
if the sanction is imposed on a BUS or UUS whichdeffice is
located in the working area of Bank Indonesia ReglidOffice;
and

b. Financial penalty of 1% (one per thousand) of thencelled
settlement value with a maximum amount of Rp1,000,0800.00 (one
billion rupiah) for each cancellation, and

c. Prohibition of proposition for Repo SBIS for 5 @iv following
working days and a temporary termination of pgpation in SBIS

auction up to the auction of the following weekht BUS or UUS

has ...
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has been imposed sanction of written warning asrmedl to in point
VI.1.a for the third time within of 6 (six) months.

2. The counting of 3 (three) time written warning agerred to in point 1.c
shall also count SBIS purchase by the BUS or UU&hvis declared
cancelled.

3. The letter of warning as referred to in point Vd.land notification on the
sanction as referred to in point VI.1.c shall bdivéeed on 1 (one)
working day after the cancellation of transaction.

4. The imposition of sanction of financial penalty @derred to in point
VI.1.b. shall be executed by debiting Demand Depdstount of BUS or
UUS that is imposed sanction on 1 (one) working ddter the

cancellation of settlement through the BI-SSSS.

VIl. CONCLUDING PROVISIONS

Provisions in this Bank Indonesia Circular Letteals come into force as
of March 31, 2008.

For the public to be informed, it is ordered thaistBank Indonesia
Circular Letter be promulgated in the Official Govment Gazette of the

Republic of Indonesia.

Please be informed accordingly.

BANNDONESIA,

DBY SULAEMAN YUSUF
RECTOR OF MONETARY MANAGEMENT

DPM



