Unofficial Translation

No. 10 /2/DPM Jakadanuary 31, 2008

CIRCULAR LETTER

To
All COMMERCIAL BANKS

Subject : Repurchase Agreement Transactions Biimk Indonesia in

Secondary Market

In order to extend types of securities tradabldeunRepurchase Agreement
(Repo) with Bank Indonesia, it is deemed necessarye-regulate provisions
concerning Repo transactions constituting implesd&nt provisions of Bank
Indonesia Regulation Number 4/9/PBI/2002 dated Wdwer 18, 2002, concerning
Open Market Operations (State Gazette of the Rapoblindonesia Number 126
of 2002, Supplement to the State Gazette of theuBlEpof Indonesia Number
4243) as amended for the last time by Bank Indandé&egulation Number
7/30/PBI1/2005 dated September 13, 2005 (State €eaz#t the Republic of
Indonesia Number 84 of 2005, Supplement to theeSEazette of the Republic of
Indonesia Number 4533), Bank Indonesia Regulatiomber 4/10/PBI/2002 dated
November 18, 2002, concerning Bank Indonesia Geatd (State Gazette of the
Republic of Indonesia Number 127 of 2002, Suppldn®the State Gazette of the
Republic of Indonesia Number 4244) as amended Ik Badonesia Regulation
Number 6/5/PBI/2004 dated February 16, 2004 (S&seette of the Republic of
Indonesia Number 18 of 2004, Supplement to theeSEazette of the Republic of
Indonesia Number 4366) and Bank Indonesia Reguladdamber 6/2/PBI1/2004
dated February 16, 2004, concerning Bank Indonesi&cripless Securities
Settlement System (State Gazette of the Republicdunesia Number 15 of 2004,
Supplement to the State Gazette of the Republima@dnesia Number 4363) as

follows.

. GENERAL ...




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 on conventional basis.

. Open Market Operation, hereinafter to be referredas OMO, is a

transaction activity in the money market conduchgdBank Indonesia
with Banks and other parties in effort of monetemoytrol.

Securities is a securities issued by Bank Indon&sgaGovernment, and/or
other institutions, administered in Bank Indonesi&cripless Securities
Settlement System.

Bank Indonesia Certificate, hereinafter to be mef@rto as SBI, is a
securities denominated in the Rupiah issued by Badénesia as a short-
term debt instrument.

Government Bond, hereinafter to be referred to ldll,9s a securities in
the form of promissory note as referred to in Aainhber 24 of 2002
concerning Government Bond, comprising Treasury Bild Treasury
Bond.

. Treasury Bill, hereinafter to be referred to as SPNa SUN with a

maturity of up to 12 (twelve) months and interesgpent by discount.

. Treasury Bond, hereinafter to be referred to as @Na SUN with a

maturity of more than 12 (twelve) months with con@md/or with interest

payment by discount.

. BI-Rate is a policy rate with a tenor of 1 (one) ntio periodically

stipulated by Bank Indonesia as the signal of nemyepolicy for a

specific period and announced to the public.

. Bank Indonesia — Real Time Gross Settlement Syshemginafter to be

referred to as BI-RTGS System, is a system fortedaiz fund transfer

among BI-RTGS System members in the Rupiah wittlegeént in real

time ...



10.

11.

12.

13.

14.

15.

time and on individual per transaction basis.
Bank Indonesia - Scripless Securities Settlemestefy, hereinafter to
be referred to as BI-SSSS, is a system that preui@msaction facilities
with Bank Indonesia including its administratiordaglectronic securities
administration, seamlessly interconnected amongticyzants, the
Operator, and the BI-RTGS System.
Securities Transaction und&epurchase Agreement, hereinafter to be
referred to as Repo, is a Securities selling tretiea by Bank to Bank
Indonesia under obligation to repurchase at anegigoeice and term.
Demand Deposit Account is a fund account of Banihe Rupiah with
Bank Indonesia.
Trading Account is a Securities account of Bankahhis used to register
tradable Securities ownership in the Central Regist
Commercial Bank Daily Report System, hereinaftebéoreferred to as
LHBU System, is a reporting facility of Bank to Balmdonesia on daily
basis which provides information on money market announcement of
Bank Indonesia.
Hair Cut is a margin stipulated by Bank Indonesaaubtracting factor

of Securities price.

GENERAL REQUIREMENTS

1.

Bank Indonesia shall open window time for 1 (onay €Repo transaction
through an announcement in the BI-SSSS and/or LISB&tem.

. Securities used in the Repo transaction shall bar8es in the Rupiah.

The Repo transaction as referred to in numberall Be conducted under
sell and buy back principle, namely Securitiesisglby Bank with an

obligation to be repurchased by the concerned Bguuh the maturity of

the Repo transaction.

Party eligible to submit Repo transaction is Bamkifs own behalf.

5. Bank Indonesia shall charge interest on Repo tcdiosa (Repo rate)

amounting ...
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amounting to the applicable Bl-Rate on the trangaaflate added with a
margin of 300 (three hundred) basis points, whiak to be fully paid on
the Repo transaction maturity date.

6. Any Bank conducting Repo transaction with Bank Imelsia shall be
accountable for the validity of the submitted Relpta.

7. Any Bank may submit Repo transaction if it is notdar “suspend”
sanction as BI-SSSS participant.

8. Repo transaction settlement shall be conductedhentriansaction day
(same day settlement) by Delivery Versus Paymechar@sm.

9. Any Bank shall hold adequate Securities seriessifffading Account for
Securities selling settlement under Repo before Repo transaction
window time on the transaction date is closedt(feg).

10. Any Bank shall hold an adequate balance iDé&sand Deposit Account
for Securities repurchasing settlement on the Regasaction maturity
date (second leg).

11. Bank Indonesia may change or close the Repsacion window time
which is announced through the BI-SSSS and/or tH8UL System no

later than 1 (one) working day prior to the windtimve change or closing.

[ll. SECURITIES REQUIREMENTS AND VALUES

1. Securities tradable under Repo are SBI and/d¥ 8tUBank as registered
in Trading Account with the BI-SSSS.

2. On the Repo maturity date, Securities under Rl hold remaining
days to maturity of :
a. atleast 2 (two) working days for SBI and SBN;
b. at least 10 (ten) working days for ON includiRgtail Government

Bond (ORI) and Zero Coupon Bond (ZCB).

3. Any Securities tradable under Repo by a BanKl slimount to the

maximum nominal value of Securities held by the IBam 1 (one)

working day prior to the date of transaction.

4. Bank ...



4. Bank Indonesia shall stipulate Securities traalae as follows.
a. SBI

1) SBI trade value is derived from SBI nominal wahaultiplied by its
price.

2) Price of each SBI series as registered in th&3¥5S shall be
determined by Bank Indonesia based on SBI theatqirice taking
account of weighted average discount rate on is®iaand
remaining maturity of each SBI series.

b. SUN

1) SPN
a) SPN trade value is derived from SPN nominal e/athwltiplied

by its price.

b) SPN price as registered in the BI-SSSS shaldsed on SPN
theoretical price taking account of weighted averagscount
rate upon issuance, remaining maturity, and taxlisoount of
each SPN series.

c) If the Government conducts a re-opening of SBNes which
has previously been issued, the weighted averagdisocbunt
rate applied in the calculation of the SPN theoettprice as
letter b) shall be the weighted average of discoaia of the last
auction results of SPN re-opening.

2) ON
a) ON with coupon system shall include ORI

(1) ON trade value is derived from ON nominal \ealu
multiplied by its price added by accrued intereatue
which shall be counted since the date of the lasipon
payment up to its transaction date (dirty price).

(2) ON price with coupon system, including ORIragistered
in the BI-SSSS, shall be determined based on waight

average price of ON trade as per its series whiddeitled

onl...
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on 1 (one) working day prior to the Repo transactow
based on ON theoretical price in the event of aseabe of
ON series transaction data in secondary markefs (@me)
working day prior to the application for Repo (T-1)

b) ON without coupon system or Zero Coupon Bondgx

(1) ZCB trade value is derived from ZCB nominal ual
multiplied by its price.

(2) ZCB as registered in the BI-SSSS shall be basedCB
theoretical price taking account of weighted averad
discount rate upon issuance and remaining matofigach
series.

(3) In the event of a re-opening of ZCB series I t
Government, the weighted average discount ratdeapi
the calculation of theoretical price as number g&all be
the weighted average discount rate of the lastpeximg
results.

5. To prescribe Repo Selling settlement value, BdnHdonesia shall
determine a Hair Cut rate of each type of Secutitie

6. Securities price used in the computation of 8ges selling on Repo
transaction date (first leg) shall be the same Wil Securities price
applied in the calculation of Securities repurchaséhe Repo transaction
maturity date (second leg).

7. Bank Indonesia shall stipulate types and/oresedf Securities tradable

under Repo.

IV. APPLICATION FOR REPO SECURITIES TRANSACTION

1. Bank Indonesia — Directorate of Monetary Managemerg. Monetary
Operation Bureau (DPM-BOpM), shall announce Repe, tdair Cut, and
Repo transaction maturity through the BI-SSSS andidBU System no

later than before the opening of Repo transactimalow time (T+0).

2. Repo ...
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Repo transaction window time is from 4.00 p.m. op100 p.m. (western
Indonesia standard time) every working day.

During the Repo transaction window time Banks skalimit transactions
directly through the BI-SSSS by including, amongpeot things, types,
series, and nominal value of Securities under Rapd transaction
maturity.

Settlement value of each Securities under Repd beatomputed based
on nominal value, price, Repo rate, maturity, arar K ut of each type of
Securities. An example of calculation of Repo teati®n is presented in
Appendix.

If the Repo transaction as referred to in poirit i& conducted on 1 (one)
working day before a holiday, the Repo transactr@turity date shall be
the following working day.

Number of days in the calculation of Reqae to be paid by Bank shall be

counted based on calendar day.

SETTLEMENT

1.

Bank Indonesia, c.q. Directorate of Monetary Big@ment - Monetary
Management Transaction Settlement Division (DPM-®MTRhall settle
Repo transactions through the BI-SSSS under tréioesaby transaction
(gross to gross) mechanism.
The Repo transaction settlements as referredrtomber 1 comprise :
a. Securities purchasing settlement (first leg)
1) On Repo transaction date, the DPM-PTPM shaldaonfirst leg
settlement after the Repo transaction window tifoees.
2) The first leg settlement value of as referrethtaumber 1) shall be
computed as follows.
a) For Repo using SBI, SPN, and ZCB

First Leg Nominal Valut
Settlemer = of Securities  x ( Price— Hair Cut)
Value under Repo




3)

4)

5)

6)

7)

8)

b) For Repo using ON including ORI

First Leg Nominal Value
Settlemer = of Securities x ( Price— Hair Cut)| +
Value under Repo

Accrued
Interest

First leg settlement shall be conducted by :

a) debiting Trading Account amounting to nomindlreaof type of
Securities under Repo; and

b) crediting Demand Deposit Account amounting ttugeof first
leg fund settlement as referred to in number 2).

Any Bank is required to provide adequate Seesriseries under

Repo for the first leg settlement.

If the Bank does not hold adequate Securitieseésrred to in

number 4), the BI-SSSS shall automatically canbel first leg

settlement.

The cancellation of the first leg settlementefgrred to in number

5) shall only be conducted on Repo transaction dloas not have

adequate Securities series.

If the cancellation of the first leg settlemerdcurs more than 1

(one) time on a same day, the cancellation of &etien shall be

counted 1 (one) time.

Any Bank shall be imposed OMO sanctions on thecellation of

settlement as referred to in number 5) in accorelavith applicable

provisions.

. Securities repurchasing settlement (second leg)

1)

2)

A second leg settlement shall be automaticadlydcicted when the

BI-SSSS opens on Repo transaction maturity date.

The second leg settlement value shall be cordmagédollows.
Second Leg First Leg _
Settlement =  Settlement + Rlego Tr?r\‘/s"j}Ct'on

Value Value nterest Value

3) The ...



3) The second leg settlement shall be conducted by

a) debiting Demand Deposit Account amounting toseeond leg
settlement value as referred to in number 2); and

b) crediting Trading Account amounting to the noahinalue of
Securities under Repo.

4) Any Bank is required to hold an adequate balancés Demand
Deposit Account for the second leg settlement.

5) If the Bank does not hold an adequate balancéhen Demand
Deposit Account up to the cut off warning of theBTGS System,
the BI-SSSS shall automatically cancel the secegaéttlement.

6) The cancellation of the second leg settlemerdll sbhnly be
conducted on mature Repo transaction which does haoe
adequate funds.

7) If the cancellation of the second leg settlenmmturs more than 1
(one) time on a same day, the transaction canicgllathall be
counted 1 (one) time.

8) Any Bank shall be imposed OMO sanctions on tecellation of
the second leg settlement as referred to in nufpar accordance
with applicable provisions.

9) In the event that Bank fails to conduct redemptoin mature Repo
transaction in the second leg settlement, Bankradia shall :

a) debit Demand Deposit Account through the BI-STS&ystem
for the settlement of Repo interest nominal vatubé paid;
b) settle Securities amounting to the nominal vadfi€Securities
which fails to be settled by :
I. conducting early redemption on SBI series autoraby
through the BI-SSSS; and/or
ii. treating SUN series which fails to be repuratdy the
Bank as an outright selling transaction automdgidarough
the BI-SSSS.

VI. SANCTIONS ...
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VI. SANCTIONS

1. Any Bank failing to settle its liabilities as refed to in point V.2.a.4),
V.2.a.5) and V.2.a.8) or V.2.b.4), V.2.b.5), an@®¥.8) shall be liable to
OMO sanctions in the form of :

a. Written warning, with a copy to :

1) Concerned Directorate of Bank Supervision, if trencddion is
imposed on a Bank which head office is locatechenworking area
of Bank Indonesia Head Office; or

2) Bank Supervision Team of local Bank Indonesia Regji®ffice, if
the sanction is imposed on a Bank which head offdecated in
the working area of a Bank Indonesia Regional @ffand

b. Financial penalty of %y, (one per thousandf the nominal value of the
cancelled transaction with a maximum penalty of RpQ,000,000.00

(one billion rupiah); and/or

c. Suspension to participate in OMO activities forfigg) working days if
the Bank is imposed a sanction in the form of wntivarning due to

cancellation of OMO transaction for the third tinmethe period of 6

(six) months.

2. The transaction nominal value as referred to innfpdi.b. shall be
calculated in accordance with the cancelled fiest $ettlement value as
referred to in point V.2.a.5) or the second ledlsetent value as referred
to in point V.2.b.5).

3. The written warning as referred to in point 1.ad #me notification on the
sanction of suspension to participate in OMO aiéigias referred to in
point 1.c. shall be delivered on 1 (one) workinyg déter the cancellation
of transaction.

4. The sanction of financial penalty as referred to point 1.b. shall be
imposed by debiting Demand Deposit Account on leJowmorking day

after the cancellation of transaction.

VII. CONCLUDING ...
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VIl. CONCLUDING PROVISIONS

When this Circular Letter goes into effect,

1. Bank Indonesia Circular Letter Number 8/4/DPatedl February 7, 2006,
concerning Secondary Market Trading of Bank Ind@n€=rtificate under
Repurchase Agreement (Repo) with Bank Indonesié; an

2. Bank Indonesia Circular Letter Number 9/6/DP&tetl March 26, 2007,
concerning Amendment to Bank Indonesia CirculatdreNo. 8/4/DPM
dated February 7, 2006 concerning Secondary Markating of Bank
Indonesia Certificate under Repurchase AgreememepdR with Bank
Indonesia,

shall be revoked and declared no longer valid.
Provisions in this Bank Indonesia Circular Letthalé come into force as of
February 1, 2008.

For the public to be informed, it is ordered thHas tBank Indonesia Circular
Letter be promulgated in the Official Governmentz&e of the Republic of

Indonesia.

Kindly be informed accordingly.

BANK INDONESIA,

EDDY SULAEMAN YUSUF
DIRECTOR OF MONETARY MANAGEMENT

DPM



