Unofficial Translation

BANK INDONESIA REGULATION

NUMBER 10/ 2 /PBI/2008
CONCERNING

BANK INDONESIA - SCRIPLESS SECURITIES SETTLEMENT SYEM

WITH THE BLESSING OF THE ONE GOD

THE GOVERNOR OF BANK INDONESIA,

Considering: a. whereas in order to assist the @owent in managing
government securities, Bank Indonesia - Scriplessufties
Settlement System accommodates the implementafi@uaiion
and administration of government securities issueither

conventionally or based on sharia principles;

b. whereas for an efficient implementation of trangsang with Bank
Indonesia covering Open Market Operation, extensibriBank
Indonesia funding facilities to Banks, and governigecurities
transaction for and on behalf of the Governmeng Bank
Indonesia - Scripless Securities Settlement Systetnmmodates

an integrated transaction with its administratigstem;

c. whereas by the integration of the Bank Indonesi@ecurities
Settlement System with payment settlement systeaugfin Bank
Indonesia - Real Time Gross Settlement Systems ildemed
necessary to synchronize regulations related to stia¢us of
membership and finality of transaction settlemdmbugh the

Bank Indonesia - Scripless Securities Settlemestefy;,

d. whereas ...




In view of :

d.

1.

whereas in order to accommodate securities transact
developments it is deemed necessary to improve rifesu
administration mechanism through the Bank IndoneSaripless

Securities Settlement System;

whereas pursuant to the considerations set forlitter a, letter b,
letter ¢, and letter d, it is deemed necessary egegulate
provisions concerning Bank Indonesia - Scriplessu8ges
Settlement System.

Act Number 7 of 1992 concerningriking (State Gazette of the
Republic of Indonesia Number 31 of 1992, Supplententhe
State Gazette of the Republic of Indonesia Numb&f23 as
amended by Act Number 10 of 1998 (State Gazettethef
Republic of Indonesia Number 182 of 1998, Suppleénerhe
State Gazette of the Republic of Indonesia Numie0n 3

Act Number 8 of 1995 concerning Capital Market {St@azette
of the Republic of Indonesia Number 64 of 1995, (Baiment to
the State Gazette of the Republic of Indonesia Narr8608);

Act Number 23 of 1999 concerning Bank IndonesiatgSGazette
of the Republic of Indonesia Number 66 of 1999, (Baiment to
the State Gazette of the Republic of Indonesia Nan@843) as
amended by Act Number 3 of 2004 (State GazettbheRepublic
of Indonesia Number 7 of 2004, Supplement to tfeeSEazette
of the Republic of Indonesia Number 4357);

4. Act Number 24 of 2002 concerning Government Bontht(s

Gazette of the Republic of Indonesia Number 1102602,
Supplement to the State Gazette of the Republithdbnesia
Number 4236).

HAS ...



HAS DECREED :

To enact . BANK INDONESIA REGULATION CONCERNING BAK
INDONESIA - SCRIPLESS SECURITIES SETTLEMENT
SYSTEM

CHAPTER |
GENERAL PROVISIONS
Article 1

Terminologies used in this Bank Indonesia Regutadie defined as follows.

1. Bank is a Commercial Bank as referred to in Act Mem7 of 1992
concerning Banking as amended by Act Number 1(®681

2. Open Market Operation, hereinafter to be referoedst OMO, is a transaction
activity in the money market conducted by Bank imekia with Banks and
other parties in the effort of monetary control.

3. OMO Instrument is an instrument used in purposettd OMO and
administered in the Bank Indonesia - Scripless s Settlement System.

4. Funding Facility is a provision of funds in theroof credit or financing from
Bank Indonesia to Banks and administered through BAnk Indonesia -
Scripless Securities Settlement System.

5. Government Bond, hereinafter to be referred toldll,9s a securities in the
form of promissory note denominated in the Rupiasuéd by the
Government of the Republic of Indonesia as refetoeth Act Number 24 of
2002 concerning Government Bond.

6. Government Securities, hereinafter to be referoedst SBN, is a securities in
the form of SUN and/or securities issued by the €doment based on sharia
principles.

7. Securities is securities issued by Bank Indoneia, Government, and/or

other ...



10.

11.

12.

13.

14.

15.

other institutions, and administered in the Banldoimesia - Scripless
Securities Settlement System.

Bank Indonesia — Real Time Gross Settlement Systarginafter to be
referred to as BI-RTGS System, is a system fortiaic fund transfer among
BI-RTGS System members in the Rupiah with settldnmeneal time and on
individual per transaction basis.

Bank Indonesia - Scripless Securities Settlemerstefy, hereinafter to be
referred to as BI-SSSS, is a system that provitessaction facilities with
Bank Indonesia including its administration and celenic securities
administration, seamlessly interconnected amondgdisnts, the Operator,
and the BI-RTGS System.

Transaction with Bank Indonesia is a transactiomdooted by Bank
Indonesia in the OMO, Funding Facilities, SBN tretgons for and on behalf
of the Government, and/or other transactions thndabg BI-SSSS.

Securities Administration is an activity which coseregistration of
ownership, clearing and settlement, and paymentSeturities coupon
(interest) and principal/nominal value.

BI-SSSS Operator, hereinafter to be referred t@psrator, is a party that
manages BI-SSSS in conducting Transactions withkBadonesia and its
administration, and Securities Administration a$l.we

BI-SSSS Patrticipant, hereinafter to be referredsdarticipant, is a BI-SSSS
user eligible and/or approved by Bank Indonesieataduct Transactions with
Bank Indonesia and/or Securities Administration.

SBN Auction Participant is a Bank and/or other fical institutions
designated by the Minister of Finance of the Rejputfl Indonesia as Primary
Dealer to be able to participate in SBN auction.

Central Registry is Bank Indonesia which perforonsctions as the Securities
administrator on behalf of Participants holding \8é&®s Account with the
BI-SSSS.

16. Sub- ...



16.

17.

18.

19.

20.

21.

22.

)

Sub-Registry is a Bank or an institution conductingtodial activities which

is eligible and approved by Bank Indonesia to pemfdunctions as a

Securities administrator on behalf of its customers

Securities Settlement is a debiting and crediting Securities Account

through the BI-SSSS in purpose of administratiod @nsactions with Bank
Indonesia and Securities Administration.

Fund Settlement is a debiting and crediting on Damm®eposit Account

and/or other accounts with Bank Indonesia throdghBI-RTGS System in

administration of Transactions with Bank Indonesand Securities

Administration through the BI-SSSS.

Delivery Versus Payment, hereinafter to be refetoeals DVP, is a settlement
of Securities transaction by conducting Securiti®sttlement and Fund
Settlement simultaneously.

Free of Payment, hereinafter to be referred to aB, As a Securities
transaction settlement by Securities Settlemerdutiin the BI-SSSS, while
Fund Settlement is not conducted simultaneously Biecurities Settlement
or with no Fund Settlement.

Securities Account is an account held by a padicHarticipant in the BI-

SSSS to register ownership of Securities and/or QM@uments.

Demand Deposit Account is an account in the Rupihlch is administered

in Bank Indonesia and used in the implementatiotheBI-SSSS.
CHAPTER I
OPERATOR AND PARTICIPANTS

Avrticle 2

The Operator is Bank Indonesia.

(2) The Operator shall prescribe provisions and stipuldl-SSSS operating

procedures in maintaining smoothness of BI-SSS$atipes.

Article 3 ...



Article 3

(1) Parties eligible to become Participants are :

a.

g.

-~ ® o 0 o

Bank Indonesia;

The Ministry of Finance of the Republic of Indorasi

Bank;

Depository and Settlement Institution;

Rupiah and Foreign Exchange Money Market Brokefag@pany;
Securities Company; and

Other institutions approved by Bank Indonesia.

(2) The parties as referred to in paragraph (1) slcatha :

a
b
C.
d
e

. Securities issuer;
. OMO patrticipant;

Funding Facility participant;

. SBN Auction Participant; and/or

. Securities Account holder in the Central Registry.

(3) The parties as referred to in paragraph (1) mayornecParticipant after

fulfilling requirements stipulated by Bank Indoreesi

Article 4

The Operator and the Participant shall apply th&sBES to conduct activities as

follows.

a. Transactions with Bank Indonesia;

b. Administration of Transactions with Bank Indonesiad/or

c. Securities Administration.

Article 5

(1) If a Bank conducts business on conventional basisbaisiness in the form of
a Sharia Division (UUS), the Bank's membership e BI-SSSS for the

conventional business activities shall be separéteth the UUS business

activities.

2) If ...



(2) If a Bank acts as a Sub-Registry, the Bank’s mestfiyerin the BI-SSSS for

the banking activities shall be separated from3tb-Registry activities.

Article 6
Bank Indonesia shall stipulate 3 (three) types embership status the BI-SSSS,
namely :
a. active;
b. freeze; and
c. closed.
Article 7
The provision as referred to in Article 6 letteshmll not be in force for Participants

as Securities issuer and Sub-Registry.

Article 8
(1) The Operator may change membership status of amigiPant based on :
a. written request and/or decision of the authorizaedesvisory institution
which supervises Participant’s business activities;
b. sentence of the court with a final and binding lédgece which may bring
about a change of the membership status; or
c. written request from the concerned Participant.
(2) The change of membership status of Participantdoasethe provisions as
referred to in paragraph (1) letter a and letterdy be :
a. from active to freezer the other way around;
b. from freeze to closed; or
c. from active to closed.
(3) The change of membership status of Participantcdbasethe provision as

referred to in paragraph (1) letter c may only flwerf active to closed.

Article 9
For any Participant which becomes BI-RTGS Systemigygant, the change of

membership status is stipulated as follows.



a. a change of membership status to freeze or clasdtle BI-SSSS shall not
bring about any change of membership status iBHRTGS System;

b. a change of membership status to suspend in tHRTES System shall not
bring about any change of membership status iBtH&SSS;

c. a change of membership status to fremzelosedn the BI-RTGS System shall

bring about a change of the same membership stathe BI-SSSS.

Article 10

(1) If Participant’s status in the BI-RTGS System ahe BI-SSSS is freeze, the
Operator shall open an escrow account with Bankredia on behalf of the
Participant to receive payments of coupon (int¢restyield and Securities
principal/nominal value redemption.

(2) If Participant’s status in the BI-SSSS is closedrequest of the authorized
supervisory institution, the Operator shall transfiee Securities Account
registration on behalf of the Participant to Seasi Account with Bank
Indonesia which is opened by the Operator, exdeptatthorized supervisory

institution stipulates other account.
Article 11

Legal relationship of the Operator with any Pap@cit shall be stipulated in an
Agreement on the Application of BI-SSSS betweenr@jee and Participant.

Article 12

Participants shall :

a. maintain smoothness and security in the applicaifdhe BI-SSSS;

b. be accountable for the validity of transactiongnsaction and/or settlement
instructions, and all information transmitted b tRarticipant to the Operator
through the BI-SSSS;

c. comply with Bank Indonesia provisions and relateavjsions; and

d. fulfill either the Agreement on the Application B1-SSSS between Operator

and ...



and Participant or written agreements among Ppaits (Bye-Laws)

continuously referring to this Bank Indonesia Ragjoh.
Article 13

Participant’s obligations as referred to in Artid@ shall be in effect for Bank

Indonesia as a Participant except :

a. obligation to enter into the Agreement on the Agailon of BI-SSSS between

Operator and Participant; and

b. obligation to fulfill the written agreement amongricipants (Bye-Laws).

CHAPTER Il
TRANSACTIONS WITH BANK INDONESIA
Article 14

The Operator shall conduct Transactions with Bandlohesia by auction and/or no

auction.
Article 15

(1) Any Participant shall conduct Transactions with Bémonesia as referred to
in Article 14 either directly or by designating etHParticipant as the broker in
accordance with applicable Bank Indonesia proviion

(2) In the event of a designation of a broker as reteto in paragraph (1), the
Participant shall determine a broker bidding lipér day for the designated
broker.

(3) The provision on the determination of the broketdimg limit as referred to
in paragraph (2) shall be stipulated in a specdgreement between the

Participant and the broker or under the Particiganternal procedure

CHAPTER IV ...




(1)
2)

3)

4)

(1)

(2)
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CHAPTER IV
ADMINISTRATION

Part One

Administration of Transactions with Bank Indonesia

Article 16
The Operator shall administer Transactions withiBlalonesia.
The Administration of Transactions with Bank Indsizeas referred to in
paragraph (1) shall comprise administration of OMstruments,
administration of Funding Facilities, administratiof SBN transactions for
and on behalf of the Government, and administratbrother transactions
through the BI-SSSS.
The Administration of Transactions with Bank Indsiae shall comprise
administration of transactions related to Secwwiéind without Securities.
The administration of Transactions with Bank Indsiaaelated to Securities
shall be implemented in accordance with the prowmsias referred to in
Article 17 up to Article 31.

Part Two
Securities Administration
Article 17
The Operator shall implement Securities Adminigbratelectronically by
applying the BI-SSSS.
In the Securities Administration as referred tgoaragraph (1) the Operator

performs as the Central Registry.

Article 18

Securities Administration in the BI-SSSS shall implemented in a two tier system

comprising :

a. The Central Registry, which implements Securitiemnistration for Banks,

Sub-Reqistry ...
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Sub-Registry, and other parties holding Securiiesount with the BI-SSSS;
and
b. The Sub-Registry, which implements Securities Adstiation on behalf of

customers.

Article 19
Any party willing to conduct Securities transacgonut does not have Securities
Account with the Central Registry is required tosigeate a Sub-Registry to

administer its Securities.

Article 20

(1) The Central Registry may cooperate with other partd support Securities
Administration.

(2) The Central Registry may grant approval to Bankgiaatitutions conducting
custodial activities to become Sub-Registry.

(3) Parties eligible to become Sub-Registry are BaDkpository and Settlement
Institution, and Securities Companies.

(4) The parties as referred to in paragraph (3) maggmoved to become Sub-
Registry after meeting requirements stipulated bgkBIndonesia.

(5) The Sub-Registry is required to comply with promms on Securities

Administration as stipulated by Bank Indonesia.

Article 21
(1) Securities ownership shall be registered paperlesspless) and by book
entry.
(2) The Securities ownership register at the Centrgid®e and the Sub-Registry

constitutes a valid evidence of ownership.

Article 22
(1) The Securities ownership registration at Sub-RegSecurities Account with
the Central Registry shall be in global (omnibuscamt).
(2) The Securities ownership register at the Sub-Reg&tcurities Account with

The Central ...
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the Central Registry as referred to in paragraphs(ill not constitute an
evidence of ownership of Securities on behalf ef Sub-Registry.

(3) The Sub-Registry shall register Securities ownersim behalf of customers
separately from Sub-Registry assets.

(4) The Sub-Registry shall not be allowed to maintageBities Account for and
on its own behalf, on behalf of the board, shamrs, and the management.

(5) The Sub-Registry shall be accountable for the uglidf registration and

report on Securities ownership on behalf of custsme

Part Three

Securities Transaction Settlement
Article 23

(1) Securities transaction settlement in the Primarykétaand Secondary Market
shall be conducted under DVP principles.

(2) The Securities transaction settlement by DVP dtmlased on gross to gross
or gross to net settlement.

(3) The Securities transaction settlement may be imgieed by FoP in :

a. transfer of account that is conducted by Securitiekler with a same
identity;

b. transfer of Securities ownership in purpose of grarheritance, liability
settlement, exchange, transfer due to sentendeecfdurt, and borrowing
and lending;

c. other transactions, insofar as they have been ap@rby the authorized

institution.
Article 24

The provisions on Securities transaction settlerasneferred to in Article 23 shall
also be applicable for Sub-Registry in conductireciBities Administration on
behalf of customers.

Article 25 ...
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Article 25

Securities transaction settlement through the B5&Shall be final.

(1)

(2)

3)

(1)

2)

Article 26
In the implementation of Fund Settlement and/oreothability payments
through the BI-SSSS any Participant which is ndRBIGS System Participant
shall designate any Bank participating in the BIGE System as the
receiving and/or paying Bank to implement the F@adtlement and/or other
liability payments.
The Bank patrticipating in the BI-RTGS System whishdesignated as the
paying Bank in Fund Settlement of Securities tratisas shall determine the
maximum nominal value per transaction and total inaim value of
transactions per day for each Participant desiggdkie Bank.
The provision on determination of the maximum ncahwalue as referred to
in paragraph (2) shall be stipulated in a spefoeement between the Bank
participating in the BI-RTGS System and the Partiat designating the Bank
or under internal procedure of the Bank participgin the BI-RTGS System.

Article 27
Any Participant holding Demand Deposit Account witle BI-RTGS System
shall hold an adequate balance in its Demand Depistount for the
implementation of Securities transaction settlemeand other liability
payments.
Any Participant holding Securities Account with t@entral Registry shall
hold an adequate balance in its Securities Acctam&ecurities transaction

settlements.

Article 28

The BI-SSSS shall conduct Securities transactidtiesgents among Participants

based on settlement data transmitted by Partigpambugh the BI-SSSS and

received by the Operator.

Article 29 ...



(1)

(2)

3)

4)

(5)
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Article 29

The Operator is authorized to discontinue Secsriiansaction settlement in
Secondary Market before maturity (early terminatitor repo, pledge, and/or
other transactions conducted by any Participaoutjin the BI-SSSS.

The Operator shall discontinue Securities trangadettiement as referred to
in paragraph (1) based on request of one of Paatits, decision of

authorized supervisory institution, sentence of toairt and/or arbitration

institution which has a final and binding legalder

The Operator shall discontinue Securities transadettlement on request of
one of Participants as referred to in paragraphif(Zhe Participant may

demonstrate a delegation of authority to discomtithe transaction from the
Participant’s transaction counterpart.

The Participant which requests to the Operatoetened to in paragraph (2)
and paragraph (3) shall be accountable for thedisalof the delegation of

authority to cancel the transaction.

The Participant which requests to the Operatoetesned to in paragraph (2)
and paragraph (3) shall discharge the Operator &ioyncriminal prosecution

and be responsible for any criminal prosecutiothenOperator and any other
charges arising from the discontinuation of tratieacsettlement as referred

to in paragraph (1).

Part Four

Payment of Securities Coupon (Interest) or Yield an

Principal/Nominal Value

Article 30

Any Participant issuing Securities is required eddrnadequate funds in its Demand

Deposit Account to pay coupon (interest) or yiehd grincipal/nominal value of

Securities upon maturity.

Article 31 ...



15

Article 31

(1) The Operator shall pay coupon (interest) or yield principal/nominal value
of Securities upon maturity to Securities Accouolder by debiting Demand
Deposit Account of Participant issuing the Secesitand crediting Demand

Deposit Account of the Participant through the BI&GS System.

(2) The Operator may pay principal/nominal value of \B&ies before maturity
date and accrued interest on coupon (interest) partiof yield to Securities
Account holder based on written request of Seasiissuer, as far as it

complies with provision as referred to in Articl@.3

(3) If the Securities Account holder as referred tpamagraph (1) and paragraph
(2) is a Sub-Registry, the Sub-Registry is requicedontinue the payment to
the customer holding the Securities on the same day

CHAPTER V

OPERATIONS

Part One

Operating Hours

Article 32
(1) The BI-SSSS shall be operated every working dayemxcstipulated
differently by the Operator.
(2) The operation of the BI-SSSS as referred to in gragh (1) shall be

conducted in operational hours stipulated by ther@ior.

(3) The Operator may change the BI-SSSS operationalshasi referred to in
paragraph (2) based on :

a. Operator’s policy; or

b. request of Participant that has been approvedédpiterator.

Part Two ...
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Part Two
Transaction and Settlement Data
Article 33

(1) Participants shall transmit transaction and sett#ndata through the BI-
SSSS to the Operator based on written instructigpiied by each Participant

in accordance with applicable internal provisions.

(2) Participants are required to file and administerhitten instruction together
with Participant transaction and settlement dat&clvhave been transmitted
to the Operator through the BI-SSSS as referrednt@aragraph (1) in

accordance with applicable laws and regulations.
Article 34
(1) The Operator shall receive transaction and settiérdata transmitted by
Participants through the BI-SSSS.

(2) The Operator shall transmit Securities Accountydaibsition data of each
Participant to the concerned Participant throughBhSSSS at the end of the
day.

Article 35

In the event of any difference between transact@ma settlement data and
Securities Account daily position data held by eRelnticipant and those held by
the Operator, the data which shall be consideredecbare those available at the

Operator.

Part Three
Fees

Article 36
(1) The Operator shall determine types and amonintses for the application
of the BI-SSSS which have to be paid by Participant

2) An
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(2)  Any Participant requesting an extension of apenal hours as referred to
in Article 32 paragraph (3) letter b shall be clear@ fee for the extension of
BI-RTGS System operating hours in accordance wipplieable Bank
Indonesia provisions.

Part Four

Charging on Participant’'s Demand Deposit Account

and/or Securities Account
Article 37

In Transactions with Bank Indonesia and adminigtragctivities through the BI-
SSSS, the Operator is authorized to debit Demamqb&ieAccount of Participant,
Demand Deposit Account of Bank designated by Rpait, and/or Securities
Account of Patrticipant.
Part Five
Discharge of Operator’'s Responsibility

Article 38

Any Participant shall discharge the Operator frdaines on any arising and/or
likely arising loss experienced by the Participan&ny third party as the result of a
delay or failure in transaction, Securities setdeam Securities coupon (interest) or

yield and principal/nominal value payment, and/treo causes.

CHAPTER VI
SUPERVISION
Article 39

(1) The Operator is authorized to supervise any Ppaition the application of
the BI-SSSS.

(2) The ...



2)

3)

4)

®)

(6)

(1)

2)
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The Operatois authorized to supervise Securities Administrattonducted

by any other party as referred to in Article 20 ggmaph (1) and/or Sub-

Registry as referred to in Article 20 paragraph (2)

The Operator shall supervise as referred to ingrapd (1) and paragraph (2)

either directly or indirectly.

The Operator may designate any other party to sigeerany Participant

directly on the application of the BI-SSSS as mef@éto in paragraph (1).

The other party designated by the Operator to esesmdirect supervision as

referred to in paragraph (4) shall bear respontsibib keep confidential

information and data obtained in the supervision.

In the effort of supervision, Participants are rieggito provide :

a. information and data related to the implementabbrsupervision on the
BI-SSSS;

b. opportunity to exercise direct supervision on pbgkifacilities and
supporting applications related to BI-SSSS opematiand/or Securities

Administration by Sub-Registry.

CHAPTER VII
FORCE MAJEURE
Article 40

In the event of a state of emerger{torce majeure), the Operator shall put a
contingency plan into effect to overcome the abradroondition and state of
emergency.

The force majeure as referred to in paragraph (1) shall be in acuoed with
announcement of Bank Indonesia or filed by Parictpto the Operator

supported by written statement of related authdrimstitution.

CHAPTER VIII ...
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CHAPTER VI

SANCTIONS
Article 41

(1) The Operator shall impose an administrative sandtiothe form of written
warning on any Participant failing to fulfill thequirements as referred to in
Article 12.

(2) The Operator shall impose an administrative sandtiothe form of written
warning or abrogation of approval as a Sub-Regidtrthe Sub-Registry
Participant fails to fulfill the requirement aseefed to in Article 20 paragraph

().

CHAPTER IX
CONCLUDING PROVISIONS
Article 42

Implementation provisions of this Bank Indonesiag&®ation shall be further

stipulated in Bank Indonesia Circular Letters.
Article 43

When this Bank Indonesia Regulation goes into &fféhe implementation
provisions of Bank Indonesia Regulation No. 6/2/2B04 concerning Bank
Indonesia - Scripless Securities Settlement Sységreements on the Application
of BI-SSSS between Operator and Participant, writ@greements among
Participants (Bye-Laws), and technical guidelines the application of the BI-
SSSS issued prior to the enactment of this Bankrasgia Regulation, shall be

declared continuously valid up to revocation, reptaent, or amendment.
Article 44
By the enactment of this Bank Indonesia Regulati®enk Indonesia Regulation

Number 6/2/PBI/2004 concerning Bank Indonesia #gBess Securities Settlement

System ...
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System shall be revoked and declared no longed.vali
Article 45

This Bank Indonesia Regulation shall come intodmimce its enactment.

For the public to be informed, it is ordered thhistBank Indonesia

Regulation be promulgated in the State GazettheoRepublic of Indonesia.

Enacted in Jakarta
dated February 4, 2008

THE GOVERNOR OF BANK INDONESIA,

BURHANUDDIN ABDULLAH

Promulgated in Jakarta
dated February 4, 2008

THE MINISTER OF LAW AND HUMAN RIGHTS
OF THE REPUBLIC OF INDONESIA,

ANDI MATTALATTA

STATE GAZETTE OF THE REPUBLIC OF INDONESIA NUMBERLIOF 2008

DPM

ELUCIDATION ...




21

ELUCIDATION
TO
BANK INDONESIA REGULATION

NUMBER 10/ 2 /PBI/2008
CONCERNING

BANK INDONESIA - SCRIPLESS SECURITIES SETTLEMENT SYEM

GENERAL REVIEW

With regard to the Government’s plan to issue Seesrbased on sharia principles,
it is necessary for Bank Indonesia as the auctgentithat administers securities
issued by the Government to accommodate the impl&tnen of auction and
administration of SBN issued either under converati@r sharia principles through
the BI-SSSS.

To further provide legal assurance for investorscamducting Securities
Settlement through the BI-SSSS it is necessargdiude principle of assurance in
the finality of securities settlement through thd-S5SS referring to the
Recommendation for Securities Settlement Systernedssby the Bank for
International Settlement (BIS). This is in line kvithe finality principle of
settlement applied by the BI-RTGS System which tituies a Fund Settlement
facility for Participants in the implementation sgcurities transaction settlement by
DVP.

In addition, in order to accommodate Securitiesdagtion developments in
secondary markets and to improve the effectivenédBI-SSSS operations it is
necessary to improve the regulation, among othergsh by elucidating Bank
Indonesia’s functions and authorities as the rdgulaand the Operator,
synchronizing membership status in the BI-SSSS whila BI-RTGS System,

elucidating ...
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elucidating regulation of transaction settlemen#by, and improving sanctions on
Participants as well as clarifying definition oét& of emergency to develop a same

perception of the Operator and Participants.

ARTICLE BY ARTICLE

Article 1
Self-explanatory.
Article 2
Paragraph (1)
Self-explanatory.
Paragraph (2)
In order to maintain smoothness of BI-SSSS opearatithe Operator
shall provide, among other things, BI-SSSS appboat and a Help
Desk related to BI-SSSS operations, provisions @odedures either
in normal condition, abnormal condition, or statemergency as well.
Article 3
Paragraph (1)
Letter a
Self-explanatory.
Letter b
Self-explanatory.
Letter c
Self-explanatory.
Letter d
“Depository and Settlement Institution” is a padgnducting
central custodial activities for Custodian Bankssc@ities
Companies, and other parties as stipulated in ek laws
and regulations.

Letter e

“Rupiah ...
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“‘Rupiah and Foreign Exchange Money Market Brokerage
Company” is a company established especially todaon
brokerage services for its customers’ activitiesrupiah and
foreign exchange money market by obtaining paynientts
services.
Letter f
“Securities Company” is a party conducting businass an
underwriter, broker, and/or investment manager.
Letter g
The approval of Bank Indonesia shall be based, gnaiher
things, on related laws and regulations, consideraton the
development of securities market in Indonesia, @ntdchnical
considerations.
Paragraph (2)
Self-explanatory.
Paragraph (3)
Self-explanatory.
Article 4
Letter a
The Transactions with Bank Indonesia through thesBES shall be
conducted in :
1. OMO operations by Bank Indonesia in accordance wagplicable
provisions;
2. extension of Funding Facilities in accordance wépplicable
provisions;
3. implementation of SBN transactions by Bank Indoader and on
behalf of the Government in accordance with appledaws and

regulations; and

4. implementation ...
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4. implementation of other transactions by Bank Indieé¢hrough the
BI-SSSS.

Letter b
Self-explanatory.

Letter c
Self-explanatory.

Article 5

Paragraph (1)
A Bank conducting business on conventional basisiarthe form of
UUS shall have 2 (two) Participant member codesnata 1 (one)
Participant member code for the conventional bssinend 1 (one)
Participant member code for the UUS business.

Paragraph (2)
If a Bank acts as a Sub-Registry, the Bank may wcinttansactions
either on behalf of its customers or of the Basklit The separation of
the Bank’s membership in the implementation of Rdgistry
activities from the Bank’s membership on its owrhdlé is aimed at
clarifying the severance of the ownership of Sdémsiassets on behalf
of the Bank from Securities assets of its customers

Article 6

The membership status in this system is classihéal active, freeze, and

closed.

Any Participant with active status may conductaattivities corresponding

to its function in the BI-SSSS.

Any Participant with freeze status may not condueinsactions with Bank

Indonesia and Securities transaction settlemengmactivities in obtaining

information available in the BI-SSSS.

Any Participant with closed status may not con@umst BI-SSSS operational

activity.

Article 7 ...
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Article 7
The exclusion of this provision is aimed at promgliassurance to Sub-
Registry customers in order to be able to condwetufities transaction
settlement through the BI-SSSS.
Article 8
Paragraph (1)
Letter a
“The authorized supervisory institution” in thisrpgraph is
Bank Indonesia or Indonesia Capital Market and e
Institution Supervisory Agency (Bapepam-LK).
Letter b
Self-explanatory.
Letter c
Self-explanatory.
Paragraph (2)
Self-explanatory.
Paragraph (3)
Self-explanatory.
Article 9
Letter a
Self-explanatory.
Letter b
If a Participant’s status is active but the statuthe BI-RTGS System
Is suspend, the Participant may not purchase Siesudy DVP
considering that the suspend status in the BI-RT&yStem shall
result in incapability of payment.
Letter c
If a Participant’s membership status in the BI-RT&Stem is freeze,
the status in the BI-SSSS shall change to fredizéhe status in the

BI-RTGS ...
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BI-RTGS System is closed, the status in the BI-SSI&# change to

closed.
Article 10
Self-explanatory.
Article 11
Self-explanatory.
Article 12
Letter a
“Maintain smoothness and security” means to guaratiat the BI-
SSSS shall operate well, among other things, bpasieg written
policies and procedures which support a good iatecontrolling
system for BI-SSSS operations, including securitycpdure for the
application of the BI-SSSS either from the sideBiHSSSS user’'s
authority or hardware and application software #ggcuand
maintenance.
Letter b
“Be accountable for the validity of transactionsnisaction and/or
settlement instructions” means that Participantsll shransmit
transaction or settlement instructions based op@tipg documents
in the format as stipulated by each Participardiuting submission
of correct data and information.
Letter c

Bank Indonesia provisions regulate, among othargt)i BI-RTGS
System, OMO, Bank Indonesia Certificate (SBI), Hagdracilities,
and SUN.

The related provisions are provisions issued byernihstitutions,
such as the Ministry of Finance of the Republiclmdonesia and

Bapepam-LK.

Letterd ...
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Letterd
“Bye-laws” is a written agreement among Particigamthich is
intended to attain the consistency of rules andguares and provide
guidance for the settlement of disagreement amanticipants in the
application of the BI-SSSS

Article 13

Self-explanatory.
Article 14

The types of Transactions with Bank Indonesia bgtian comprise, among

other things, SBI transaction, Fine Tune Operaii@ontractionary Fine

Tune and Expansionary Fine Tune), reverse repoS&ifor and on behalf

of the Government.

The types of Transactions with Bank Indonesia bg-aoction comprise,

among other things, Bank Indonesia Deposit Fac{lfipSBI), repo, and

Funding Facility.

Article 15

Paragraph (1)
The direct Transactions with Bank Indonesia may do@ conducted
by Participants registered at the Operator to gp#te in Transaction
with Bank Indonesia.
The transactions with Bank Indonesia which havebéo directly
conducted by Participants comprise, among othergfhi Funding
Facility and repo transactions.
“Broker” is a Rupiah and Foreign Exchange Money Rkéar
Brokerage Company as OMO Participant and a Bankaa®€curities
Company as SBN auction Participant.

Paragraph (2)
Self-explanatory.

Paragraph (3)

The ...
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The regulation in Participant’s internal procedahall be applicable
if the Participant which designates and the bro&er the same
institution.
Article 16

Paragraph (1)
Self-explanatory.

Paragraph (2)
OMO Instrument Administration activities includemang other
things, Fund Settlement, Securities Settlementaisse/ownership/
placement registration, discount calculation, Séegr interest or
yield and principal/nominal value payment, and/dheo liability
payments due to settlement failure.
Funding Facility administration activities includeamong other
things, Fund Settlement, Securities collateralstegiion, calculation
and payment of interest or yield on the applicatmnfacilities,
redemption of facilities upon maturity and/or ctdial execution if
Bank may not settle its liabilities.
SBN Administration activities for and on behalf tk&vernment,
namely SBN issuance auction result settlementude;lamong other
things, issuance and ownership registration, Fuattieéghent, and
Securities Settlement.

Paragraph (3)
Administration of Transactions with Bank Indonesielated to
Securities comprise, among other things, admiristraof SBI
transaction, repo and reverse repo with Secumisesnderlying, SBN
for and on behalf of the Government, and Fundingilfias with
Securities as collateral.

Administration activities of Transactions with Bankdonesia

without ...
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without Securities comprise, among other thingangactions of
Contractionary Fine Tune and Bank fund placement Bank
Indonesia.
Paragraph (4)
Self-explanatory.
Article 17
Self-explanatory.
Article 18
Letter a
Self-explanatory.
Letter b
The Sub-Registry shall apply its internal system Securities
administration for its customers.
Article 19
Self-explanatory.
Article 20
Paragraph (1)
Self-explanatory.
Paragraph (2)
Self-explanatory.
Paragraph (3)
Self-explanatory.
Paragraph (4)
Self-explanatory.
Paragraph (5)
Self-explanatory.
Article 21
Paragraph (1)

Book entry is defined as a registration of owngrysdmd transfer of

ownership ...
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ownership without paper (scripless) in an electrgournal.

Paragraph (2)
Self-explanatory.

Article 22

Paragraph (1)
Securities ownership registration in Sub-Registgoant by omnibus
account with the Central Registry shall not be cmted on an
individual and detail per customer basis. The tegfisn on
individual and detail per customer basis shall badacted by the
Sub-Registry by book entry in the concerned intieaaiministration
system.

Paragraph (2)
Self-explanatory.

Paragraph (3)
Self-explanatory.

Paragraph (4)
Sub-Registry Operator is an official in charge ®@b-Registry
operations.

Paragraph (5)
Self-explanatory.

Article 23

Paragraph (1)
Self-explanatory.

Paragraph (2)
“Gross to gross” is defined as a settlement provodsre Securities
Settlement and Fund Settlement are conducted taoisaby
transaction.
“Gross to net” is defined as a settlement proceksrgv Securities

Settlement is conducted transaction by transactond Fund

Settlement ...
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Settlement by netting system.
Paragraph (3)
Letter a
Self-explanatory.
Letter b
Self-explanatory.
Letter c
“Other transactions” include, among other thingec\Bities
issuance in private placement or Exchange Tradedd Fu
(ETF).
"The authorized institution” is the Ministry of Fance of the
Republic of Indonesia, Bapepam-LK for transacticeiated to
the Capital Market, or Bank Indonesia for transatdirelated
to Banks.
Article 24
A Sub-Registry represents the Central Registry Ilsat tin conducting
Securities Administration for customers throughintiernal system the Sub-
Registry shall also refer to provisions concernigcurities transaction
settlement in the Central Registry.
Article 25
The BI-SSSS shall not accommodate unwinding on I8&i transaction
which has been settled in the BI-SSSS.
Article 26
Paragraph (1)
Other liability include, among other things, to ioge sanction in the
form of financial penalty and fees for the applicatof the BI-SSSS.
Paragraph (2)
Self-explanatory.
Paragraph (3)



32

The regulation in the internal procedure of Bankiipgating in the
BI-RTGS System shall be applicable if the Partinipavhich
designates and the Bank participating in the BI-BT&ystem are the
same institution.
Article 27
Paragraph (1)
The balance adequacy requirement for Demand Defiosdunt with
the BI-RTGS System is also for the payments for andbehalf of
any other Participant designating the concernedidjmnt as the
paying Bank.
If the balance of the Demand Deposit Account wiie BI-RTGS
System is inadequate, the transaction may nottlede
Paragraph (2)
If the Participant’s Securities Account balanceinadequate, the
transaction may not be settled.
Article 28
Securities transaction settlements among Partitipasiude, among other
things, settlement on outright selling/buying, regmal reverse repo, Securities
borrowing and lending, and pledge.
Article 29
Paragraph (1)
The Operator's authority to discontinue Securitigansaction
settlement may only be applicable for Securiti@mgaction which
has been agreed to have two processes of settlenaanely the first
transaction settlement (first leg) and the secoalsaction settlement
(second leg).
The Operator's authority is for the second traneacsettiement
(second leg) and shall refer to Article 29 paragréd).

Other transactions are transactions with two psee®f settlement,
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such as repo and pledge.
Paragraph (2)
Self-explanatory.
Paragraph (3)
The existence of delegation of authority to canibel transaction
from Participant’s transaction counterpart shalpbaved in the form
of a clause on the delegation of authority to disicme the
transaction agreement or a power of attorney.
Paragraph (4)
Self-explanatory.
Paragraph (5)
Self-explanatory.
Article 30
Self-explanatory.
Article 31
Self-explanatory.
Article 32
Paragraph (1)
Self-explanatory.
Paragraph (2)
Self-explanatory.
Paragraph (3)
The change of BI-SSSS operating hours may be amsixin or a
reduction of operating hours.
The change of BI-SSSS operating hours which maymnpéemented
on request of Participant is only the extension.
The extension of BI-SSSS operating hours shallgban impact on
the extension of BI-RTGS System operating hours.
Article 33

Self- ...
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Self-explanatory.
Article 34
Paragraph (1)
Self-explanatory.
Paragraph (2)
Securities Account daily position data shall comtadata or
information on ownership of each Participant basedSecurities
transaction settlement results.
Article 35
The difference between transaction and settlemeata dand Securities
Account daily position data held by each Partictpamd those held by the
Operator may occur due, among other things, tonieahand communication
interference.
Article 36
Paragraph (1)
“Fees” are defined as the fees charged by the @peran
Participants, among other things, for transmissibtrtansaction data,
settlement instruction, and request of data byidheaint to and from
the Operator, and application of the BI-SSSS atperator location.
Paragraph (2)
The extension of BI-SSSS operating hours shallgoan impact on
the extension of BI-RTGS System operating hours.
Article 37
The Operator shall debit Demand Deposit AccounPafticipant, Demand
Deposit Account of Bank designated by Participantd/or Securities Account
of Participant for transactions as :
a. settlement of Transactions with Bank Indonesia;
b. settlement of Securities transactions among Ppatits;

c. payment of coupon (interest) or yield and prindipaminal value of
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Securities upon maturity;

d. charge of fee for the application of the BI-SSSS;

e. charge of sanction in the form of financial penatglated to OMO
transactions;

f. redemption Funding Facility liabilities;

g. execution of collateral/guarantee in accordanch aiplicable provisions
concerning Funding Facilities and/or governmentitees for Participant;
and/or

h. other fee charges.

Article 38

The delay or failure in transaction, Securitiedlsgtent, Securities coupon

(interest) or yield and principal/nominal value pent is caused, among

other thing, by :

a. transmission of data of transactions or instructisettlements by
Participant which is incorrect, late, or implemehtby unauthorized
official;

b. inadequacy of funds in Demand Deposit Account afufies issuer to
pay Securities liabilities upon maturity; and

c. occurrence of abnormal condition and/or state cérgency.

Article 39

Paragraph (1)
Self-explanatory.

Paragraph (2)
The Operator here acts as the Central Registry.
The Central Registry supervision on Securities Adstiation by
Sub-Registry and/or any other party shall be cotatlicin
coordination with the authorized institution.

Paragraph (3)

The Operator shall exercise direct supervision @ay &me by

examination ...
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examination on BI-SSSS systems and applicationfoaaidcuments
related to the application of the BI-SSSS at Pigdiat's location.
The Operator shall exercise indirect supervision deta and
information related to the application of the BISS by any
Participant which are submitted by the Participenthe Operator,
including reports and/or other documents requebtethe Operator
to the Participant.
Paragraph (4)
“Any other party” is a party possessing expertsapng other things,
on BI-SSSS application development, communicatiervise, and
information technology audit.
The legal relationship between the Operator andlésggnated party
shall be stipulated in an agreement.
Paragraph (5)
The obligation to keep confidential the informatiamd data obtained
in the supervision shall include the board of cossiainers, the board
of directors, managers, experts, supervision stafhd other
supporting staff related to the implementation opervision as a
whole.
Paragraph (6)
Letter a
“Information and data” shall include, among othéings,
electronic data and explanations related to theabbes of
supervision.
Letter b
Self-explanatory.
Article 40
Paragraph (1)

"Abnormal condition” is defined as a situation @ndlition occurring

dueto ...
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due to an interference or failure of hardware, vgafe,
communication network, BI-SSSS supporting applooai or
facilities which influences smoothness of BI-SS$8rations.

"State of emergencyfdqrce majeure)”’ is defined as a situation or
condition occurring due to incidents which eitheiredtly or
indirectly influence smoothness of BI-SSSS opersti@and occur
beyond Operator’'s and/or Participant’s control abdity so that the
BI-SSSS may not be operated properly, among othiegg, natural
disaster, fire, strike, mass riot, rebellion, salget war, and/or

regulation issued by the Government.

Paragraph (2)

Article 41

Self-explanatory.

Paragraph (1)

Self-explanatory.

Paragraph (2)

Article 42

The Operator here acts as the Central Registry.

The provisions in Bank Indonesia Circular Lettelnslks contain regulations

including but not limited to :

a.
b.

C.

requirements and procedures to become Participant;

requirements and obligations of Sub-Registry;

procedures of registration transfer of Securitiescdunt held by
Participant if its membership status is closed;

procedures of early termination of repo or pledggaction by the
Operator;

types and fees for the application of the BI-SSS18!;

contingency plan to overcome the abnormal condio state of

emergency.

Article 43 ...
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Article 43
Self-explanatory.
Article 44
Self-explanatory.
Article 45

Self-explanatory.
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