Unofficial Translation

No. 10/29/DPM Jakarta, September 2820

CIRCULAR LETTER

To
ALL COMMERCIAL BANKS
AND
NON-BANK CUSTODIAN INSTITUTIONS
IN INDONESIA

Subject : Procedures of Application, Reporting, and Supemvisin Sub-

Registry

As enacted in Bank Indonesia Regulation Number /[P@Z2008 dated
February 4, 2008, concerning Bank Indonesia - &&3§ Securities Settlement
System (State Gazette of the Republic of Indondd$ianber 11 of 2008,
Supplement to the State Gazette of the Republindnesia Number 4809), Bank
Indonesia conducts Securities Administration. Thecusities Administration
activities include ownership registration, clearguwgd settlement, and payment of
coupon (interest) or yield and principal/nominalueaof Securities. The Securities
Administration are conducted under a two-tier systeomprising the Central
Registry, namely Bank Indonesia, and the Sub-Rggistamely Bank and
institution conducting custodial activities whicheat requirements and approved
by Bank Indonesia. The Central Registry adminis&sgsurities Account for Bank,
Sub-Registry, and other parties holding Securifiesount with Bank Indonesia -
Scripless Securities Settlement System approved®dnk Indonesia, while the
Sub-Registry administers Securities Account on [lbeloh customers. The
Securities registration in Sub-Registry Securifiesount in the Central Registry is
registered globally (omnibus account), while thecuB#ies registration by
individual customer in Sub-Registry is under aasysheld by the Sub-Registry.

In the ...



In the efforts to conduct a secure, accurate, aslthble Securities
Administration system, it is deemed necessary Baaitk Indonesia as the Central
Registry stipulates the mechanism of applicati@porting, and supervision on

Sub-Registry.

.  GENERAL PROVISIONS

Terminologies used in this Circular Letter are dedi as follows.

1. Custodian is a party providing custody servicesseturities or other
valuables related with securities and other sesyiseluding to receive
dividend, interest, and other rights, securitiemsaction settlement, and
to represent account holder which becomes cust@saeferred to in
applicable Act concerning Capital Market.

2. Custodian Bank is a commercial bank which has lz®moved by the
Indonesia Capital Market and Financial Instituti®apervisory Agency
(Bapepam-LK) to conduct business as a Custodian.

3. Depository and Settlement Institution, hereinatierbe referred to as
LPP, is a party conducting central custodial atési of a Custodian
Bank, securities company, and other parties asreef¢o in applicable
Act concerning Capital Market.

4. Securities Company is a party conducting business seacurities
underwriter, securities broker, and/or investmeahager as referred to
in applicable Act concerning Capital Market.

5. Securities is a securities issued by Bank Indondbi@ Government,
and/or other institutions, administered in the Bam#onesia - Scripless
Securities Settlement System.

6. Bank Indonesia - Scripless Securities Settlemestedy, hereinafter to
be referred to as BI-SSSS, is a system that previd@saction facilities
with Bank Indonesia including its administratiordaglectronic securities
administration, seamlessly interconnected amongtichants, the
Operator, and the BI-RTGS System.

7. Securities ...



10.

11.

12.

13.

Securities Administration is an activity includiogvnership registration,
clearing and settlement, and payment of couporergst) or yield and
nominal value of Securities.

BI-SSSS Operator, hereinafter to be referred t@psrator, is a party
that manages BI-SSSS in conducting Transactions Baink Indonesia
and its administration and Securities Administraiés well.

BI-SSSS Participant, hereinafter to be referredsdarticipant, is a Bl-
SSSS user eligible and/or approved by Bank Indanési conduct
Transactions with Bank Indonesia and/or Securfigsinistration.
Central Registry is Bank Indonesia which perforonsction in Securities
Administration for Participants holding Securitidscount with BI-
SSSS.

Sub-Registry is a Bank or an institution conductaugtodial activities
which is eligible and approved by Bank Indonesigéoform functions
as Securities administrator on behalf of customers.

Sub-Registry Management is the Board of Directord the Board of
Commissioners of Bank and institution conducting b-Registry
activities.

Sub-Registry Administrator is an officer in chafehe implementation

of Sub-Registry operations.

REQUIREMENTS FOR SUB-REGISTRY

Party eligible for approval as Sub-Registry is anlBaLPP, and Securities

Company conducting custodial activities and meeting requirements as

follows.

1.

2
3.
4

To be located in the jurisdiction of the Republidralonesia;
Is not being under a process of liquidation or loaptcy;

To hold valid a business license from Bapepam-LK;

. To have experience of no less than 3 (three) yeaarsSecurities

reqistration ...



registration activities and/or no less than 3 @hrgears in Securities

custody since obtaining the business license frapepam-LK;

. To meet capital requirements as follows.

a. for Bank, hereinafter to be referred to as Custoéiank, has to meet a
Minimum Capital Requirement, hereinafter to be mefé to as
KPMM, based on applicable Bank Indonesia provisions

b. for LPP and Securities Company, hereinafter todberred to as Non-
bank Custodian Institution, has to own a paid yptahof no less than
Rp25,000,000,000.00 (twenty five billion Rupiah).

. To have an integrated Securities registration systath and among

branch offices held domestically;

. To have a secure, accurate, and reliable Securggstration system

without paper (scripless) by book-entry which aaskemay administer

outright, repo, and collateralized transactions;

. Sub-Registry Management and Sub-Registry Admiristrais not

included in List of Bad Debts and/or List of Fail€arties on Fit and
Proper Test;

. To have a separated operational unit especialljgdated to deal with

custodial activities with professional managemert staff in the area of

Securities registration and/or custody;

10. Securities under registration and/or custody dhalie reached a monthly

average nominal value at least of Rp1.000.000.Q@00D (one trillion
Rupiah) within last 6 (six) months, comprising Sgiees which may not

be traded in money and/or capital market.

PROCEDURES OF APPLICATION AND APPROVAL AS SUB-
REGISTRY

1. Custodian meeting the requirements as referred fwint Il may submit

an application letter as the example presentecppeAdix 1 to :

Bank Indonesia — Directorate of Monetary Management

Sjafruddin ...



Sjafruddin Prawiranegara Tower,"LEloor
JI. M.H. Thamrin No. 2
Jakarta 10350

2. The application letter as referred to in point 1sinibe comprehensively

enclosed with documents :

a.

photocopy of letter of approval as a Custodian Bankbusiness
license as a Custodian for Non-bank Custodiantutgin issued by
Bapepam-LK;

photocopy of company Statutes and its amendments;

photocopy of notary deed which contains the latestnpany

management structure;

. statement on the latest KPMM position for Custodsamk or amount

of paid up capital for Non-bank Custodian Instiati

. statement on facility of an integrated Securitegistration and deposit

business network with and among branch offices Heldestically;
photocopy of evidence of supervision result issbgdindependent
auditor concerning the security of scripless séiesriregistration

system;

. working experience or expertise of the Managememnd/a

Administrator in Custodian’s activities;
data of number and nominal value of Securitiesstegfion and/or
custody transactions within last 6 (six) months] an

latest annual financial report audited by publicamntant.

3. If the requisite documents have been comprehenss@mitted, Bank

Indonesia may be present at the prospective SulstRedocation to

verify the validity of the requirements stated e tdocuments submitted

by the applicant.

Bank Indonesia shall notify the applicant of ap@losr disapproval to

become a Sub-Registry no later than 30 (thirty)irmss days after

requisite ...



requisite documents have been comprehensively vesteby Bank
Indonesia.

5. In the event of any incompleteness of the documeBémk Indonesia
shall notify the applicant by letter to complete tindelivered documents.

6. After being approved as a Sub-Registry, the padgcerned shall be
required to become a Participant complying with liagple provisions
concerning the BI-SSSS.

7. If after a period of 3 (three) months after the leggon is approved the
Sub-Registry has not become a Participant, theoappas a Sub-Registry
shall be abrogated and if the party concerned wisbhebecome a Sub-
Registry, it has to reapply together with a fullt s the requisite

documents to become Sub-Registry.

IV. SECURITIES ADMINISTRATION BY SUB-REGISTRY

In effort of Securities Administration, the Sub-Reg is required to
implement its tasks, to report its activities, dadneet the requirements as a
Sub-Registry continuously, with provisions as falf

A. Tasks

1. To settle Securities transaction for and on bebfatustomers;

2. To register Securities ownership and change of ostmg on behalf
of customers separately from Sub-Registry assets;

3. To maintain Securities Account other than for andte own behalf,
Management, and Administrator;

4. To submit Securities registration evidence to ausis including,
among other things, recent balance of SecuritiesoAat specifying
each Securities series and change of Securitiesrsiip registration,
including registration of Securities under repongsaction and
Securities pledged to other parties;

5. To submit the evidence of pledge registration fantips receiving the

collateral;
6.To...



6. To register Securities on issuance on behalf abooesrs;

7. To pay coupon (interest) or yield and principal/maah value of
Securities on maturity to the Securities holderem@fig to the
registration in the Sub-Registry internal system;

8. To execute deduction and administration of tax @talint, capital
gain, and coupon (interest) or yield of Securiti®g request of
customers in compliance with applicable tax laws;

9. In the event of any collection of final Income T@#h) on discount
value, capital gain, and coupon (interest) or yieldSecurities, the
Sub-Registry shall pick up the final PPh collectendence to Bank
Indonesia - Central Registry, c.q. Monetary ManagjeinTransaction
Settlement Division (PTPM Division);

10. To guarantee reliability of Securities ownershimis&ation and
reporting on behalf of all customers in accordandth the whole
balance of Securities Account (omnibus account)tha Central
Registry;

11. To settle the dispute on Securities ownership tedisn between the
Sub-Registry and customers.

12. To fullfill the minimum amount of Securities ownhig registration
to a monthly average of Rp500,000,000,000.00 (fivedred billion
Rupiah) in the last 12 (twelve) months.

13. To maintain the KPMM position for Custodian Bank paid up
capital for Non-bank Custodian Institution to be less than the
KPMM position or paid up capital under applicablewpsions for 3

(three) consecutive months.

B. Reporting Obligation
1. Any Sub-Registry is required to submit reports @nk Indonesia -
Central Registry as follows.

a) Daily Report on information of Securities transantsettlements

containing ...



b)

d)

f)

9)

h)

containing changes of Securities ownership redistraamong
individual customers in a same Sub-Registry.

Monthly Report on Securities Ownership Position ehalf of
Sub-Registry individual customers as the exampésgmted in
Appendix 2.

Annual Report on Sub-Registry business plan forfdtewing
year containing, among other things, target voluh&ecurities
Administration, service improvement program pland anternal
administration system development plan;

Report on changes of Management and/or Administrato
Report on changes of status and/or types of cussomading
Securities;

Report on supervision results of independent audibmcerning
the security of scripless Securities registratipstesm;

Audit report (photocopy) of authorized supervisor ©ustodian
concerning the security of scripless Securitiesstegfion system
in the event of any absence of supervision by irddpnt auditor
within the concerned year; and

Other reports as requested by Bank Indonesia.

The reports as referred to in point 1 shall be &oded to :

Bank Indonesia - Central Registry

Monetary Management Transaction Settlement Division
Sjafruddin Prawiranegara Tower,"1Eloor

JI. M.H. Thamrin No. 2

Jakarta 10350

with provisions as follows.

a)

The Daily Report as referred to in point 1.a) shalltransmitted
through the BI-SSSS and/or other facilities ondame day as the

date of change of individual ownership registrationa Sub-

Reqistry ...



Registry registration system;

Procedures of Daily Report submission shall refer the
Guidelines for Transmission of Sub-Registry Reports through BI-
SSSSas presented in Appendix 3.

b) Monthly Report shall be transmitted no later than(t&o)
business days after the end of each reported ntognéhmail with
address: Sub_Reg BI-SSSS@bi.go.id.

c) Annual Report constituting a report on Sub-Regidinsiness
plan for the following year shall be submitted ratel than 1
(one) month after the end of each calendar year.

d) Report on Change of Sub-Registry Management and/or
Administrator shall be submitted no later than &vén) business
days after each change.

e) Report on supervision results of independent audibmcerning
the security of scripless Securities registratigateam shall be
submitted no later than 1 (one) month since the dathe report.

f) Photocopy of Audit Report of authorized supervisorCustodian
concerning the security of scripless Securitiessteggion system
shall be submitted no later than 1 (one) monthesthe date of
the report.

g) Report on changes of status and/or types of custostall be
submitted no later than 1 (one) business day a#teh change.

h) Other reports shall be submitted as stipulated mmogfication

letter by Bank Indonesia.

C. Fulfillment of Requirements as Sub-Registry
Any Sub-Registry is required to maintain its futfient of the
requirements as a Sub-Registry as referred toiimt pip except point 1.4

and point 11.10.

V. SUPERVISION ...
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V. SUPERVISION ON SUB-REGISTRY

1.

Bank Indonesia has the authority to supervise SedidRy with a scope

of supervision as follows.

a. supervision on the implementation of tasks as refeto in point
IV.A;

b. supervision on the reporting obligation as refeteesh point IV.B;

c. supervision on the obligation to fulfill the regaments as Sub-
Registry as referred to in point IV.C.

The supervision method as referred to in point ¥ beconducted by :

a. indirect supervision through reports submitted &mBIndonesia; and

b. direct supervision by examining the Sub-Registry.

The supervision as referred to in point 2.b shalekecuted at any time as

necessary.

In supervising the Sub-Registry, Bank Indonesia fpayn coordination

with Custodian supervision authorities.

In effort of supervision, Sub-Registry is requitedorovide complete and

reliable information as requested by Bank Indonesia

In the event of any finding which needs furtheri@at by Sub-Registry,

Bank Indonesia shall submit the finding by letted/r other facilities.

Based on supervision results, any Sub-Registrgdsired to take further

actions on findings as follows.

a. Any Sub-Registry which has not fulfilled obligaticemd/or made
incorrectness in implementing the task and/or riepgpras referred to
in point IV.A and point IV.B is required to :

1) fulfill the reporting obligation with reliable datar make
correction on the mistake with reliable data onlyp&eport as
referred to in point IV.B.1.a) no later than 2 (\wmusiness days
since the date of notification on finding by Bankdbnesia as

referred to in point 6; and/or

2) fulfill ...
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2) fulfill the obligation of implementation of the tesas referred to
in point IV.A.1 up to point IV.A.11 or fulfill theobligation of
reporting with reliable data as referred to in paWhB.1.b) up to
point IV.B.1.h) no later than 5 (five) business sl@nce the date
of notification of finding by Bank Indonesia; and/o

3) make correction on the mistake of report with t@kadata on
Monthly Report, report on changes of status andypes of
customers, and other reports as requested by Baltdoésia, no
later than 5 (five) business days since the dateotification of
finding by Bank Indonesia.

b. Any Sub-Registry which fails to meet requiremenfsn@nimum
amount of Securities ownership registration at antimy average of
Rp500,000,000,000.00 (five hundred billion Rupiah)the last 12
(twelve) months as referred to in point IV.A.12 daotfillment of the
requirements as a Sub-Registry as referred to int pd.C related
with the requirements as referred to in point W to point 1.9 is
required to take action plan in the efforts to miet requirements,
with provisions as follows.

1) the action plan shall be submitted to Bank Indaa€entral
Registry no later than 10 (ten) business days siheedate of
notification letter concerning the finding by Balmklonesia.

2) the action plan as referred to in point 1) shalhiet within a time
limit of fulfillment proposed by Sub-Registry notéa than 3
(three) months since the date of the cover letteé8ub-Reqgistry

action plan, including if there is any change.

VI. SANCTIONS ON SUB-REGISTRY

A. Written warning
In the event of any failure to fulfill the obliganh of further action of

finding within the time limit as referred to in piV.7.a sanction shall be

imposed ...
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imposed under the following procedure.

1. first written warning;

2. second written warning will be imposed in 7 (sevbayiness days

since the date of the first written warning if abSRegistry fails to

fulfill obligation;

3. third written warning will be imposed in 6 (six) $finess days since

the date of the second written warning if a Subi&egfails to fulfill

its obligation.

B. Abrogation of Approval as Sub-Registry

1. Approval as Custodian Bank and Non-bank Custodmstitution as

Sub-Registry may be abrogated by Bank Indonesia if

a.
b.

business license as Custodian is abrogated by Bapéi.

KPMM position of Custodian Bank or paid up capitdl Non-
bank Custodian Institution is less than the reguoéets stipulated
in applicable provisions for 3 (three) consecutivenths;
Sub-Registry fails to meet its obligation in 5 é)business days
after the third written warning;

existence of a letter of decision or request froomcerned
supervising authorities to abrogate approval oft@lian Bank
and Non-bank Custodian Institution as Sub-Registry;
existence of a final and binding bankruptcy deafethe court on
Non-bank Custodian Institution;

Sub-Registry status as Participant is abrogateitidoDperator;
existence of a written application of Sub-Registsyfar as it has
settled all obligation related to Securities Adrsiration to
customers, using the example of letter as presentégppendix
4.

2. Bank Indonesia shall notify Sub-Registry of theagjation as Sub-

Registry by letter.

3. Any ...



13

3. Any Sub-Registry which approval as a Sub-Regisgrabrogated as
referred to in point 1.a up to point 1.f. is re@uirto settle the transfer
of individual customer Securities ownership to otlsub-Registry
designated by customers no later than 5 (five)rass days after the
date of notification of abrogation as Sub-Registry.

4. Bank Indonesia shall announce the abrogation ofcsap as Sub-

Registry through the BI-SSSS and/or other inforaoratacilities.

VIl. CONCLUDING PROVISIONS

By the enactment of this Circular Letter, Bank Indsia Circular Letter
Number 7/55/DPM dated December 6, 2005, concerr®ngcedures of

Designation and Supervision on Sub-Registry shaltdyoked and declared
no longer valid.

Provisions in this Circular Letter shall come irftobce as of September 2,
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.

Please be informed accordingly.

BANK INDONESIA,

EDDY SULAEMAN YUSUF
DIRECTOR OF MONETARY MANAGEMENT

DPM



