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ABOUT ANNUAL INTEGRATED REPORT

This is the first time that Bank OCBC NISP publishes the Annual
Integrated Report, which presented key achievements not only in financial
performance metrics, but also in others areas, such as social responsibility,
environment initiatives, risk management, outlook and business
sustainability.

For the last 5 years (2011-2015), in addition to the Annual Report, Bank
OCBC NISP had published Sustainability Report as supplementary
information. This year, we decided to provide stakeholders a unified report
namely Annual Integrated Report. With this new report, stakeholders

can obtain complete information both tangible and intangible corporate
activities and outcomes. Moreover, this report describe the Bank’s business
strategy to create a long-term value for stakeholders. [G4-29]

The Annual Integrated Report (reporting periode term of January 1to
December 31,2016) adheres Indonesia’s regulatory requirements, ASEAN
Corporate Governance, and Global Reporting Initiative Generation 4
(GRI G-4). [G4-28] [G4-30]
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Bank OCBC NISP has remained steadfast in its
commitment to continue their strategic work
programs. As such, the Bank has implemented

a number of programs since last year aiming
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at gaining competitive advantages in the
banking sector. These programs have resulted
in meeting operational goals and financial

performance excellence. Bank OCBC NISP
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continue developing and strive to achieve its

strategic goals.
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Performance
Summary 2016

Bank OCBC NISP’s performance in 2016 is a proven sustainable
business resilience which achieved by the implementation of
prudential principles.

TOTAL ASSETS

= OPERATING INCOME
=5 «138.2: 6.8, 555

TOTAL DEPOSITS

NET PROFIT ) 4
RP103’6 T RP1.8 T ﬁ

_ TOTALLOANS (GROSS)
Q.,E NET INTEREST MARGIN

15 #9341 4.6+ $5
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5 YEARS SUSTAINABILITY

2015

75 Years of Sustainable Growth
by Creating Values

Bank OCBC NISP continuously
focus on building strong and
meaningful partnership with our
stakeholders to create values for
sustainable growth.

2014

Pursuing Strong
Sustainable Growth

Bank OCBC NISP continuously
improve the quality in overall so as
the achieve sustainable growth.

Bank OCBC NISP 2016 Annual Integrated Report
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Moving Ahead Progressively

Bank OCBC NISP remain steadfast
in its commitment to continue

its strategic work programs. As
such, the Bank has implemented
programs since last year in an
aimed establishing competitive
advantages in the banking sector.

2013

72 Years of Dedication in Serving

Customers

Giving contribution to the country’s
development and develop resources

to drive economic growth.

2016

Annual Integrated Report

Moving Ahead
Progressively

2012

Growing with
Customer Focus

Bank OCBC NISP launched new
corporate culture One PIC in which
Customer Focus is becoming the
foundation to build, understand
and fulfill customers’ needs.
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SIGNIFICANT EVENTS 2016

January 2016 January 2016
Bank OCBC NISP and PT Rintis Sejahtera as network provider of The Sharia Business Unit of Bank OCBC NISP expanded its
PRIMA forged cooperation in electronic banking to be able to network to Batam as the 10t branch.

accept UnionPay International available in Bank OCBC NISP’s
ATM machines.

March 2016 April 2016
Bank OCBC NISP announced their plan to issue Continuous 75" Anniversary of Bank OCBC NISP. Celebrated in all cities
Bonds Il Phase | Year 2016 with fixed interest rate which was with OCBC NISP branches.

issued through a public offering amounted Rp 2 trillion.

May 2016 June 2016
60 Volunteers of Bank OCBC NISP and OCBC Group (OCBC Bank Free Mudik (back to hometown) with Bank OCBC NISP Sharia
Singapore and Bank of Singapore) have participated in planting for persons living in the vicinity of the office.

2,000 tree seeds and make 2 Km of clean water tunnels, in
conjunction with the World Environment Day

Bank OCBC NISP 2016 Annual Integrated Report
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July - September 2016 July 2016

Roadshow of Tax Amnesty Socialization to Bank OCBC NISP’s Bank OCBC NISP received 2 Awards of Best Wealth Management
Customers in Indonesia, attended by 1,500 customers. of The Year and Best CRM Project in Indonesia Country Awards
2016 from The Asian Banker Magazine.
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September 2016 October 2016

Bank OCBC NISP officially appointed as Gateway Bank in Bank OCBC NISP supported financial inclusion initiative through
supporting The Tax Amnesty Program. Smart Future Program in 15 locations accross Indonesia.
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November 2016 December 2016

[

Bank OCBC NISP become the first and only bank in Indonesia to Bank OCBC NISP awarded as “Indonesia Most Trusted Company §
provide Trust service for retail and corporate customers. in Corporate Governance Peception Index Award” by Indonesian by
Institute for Corporate Governance for 5 consecutive years. 2
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FINANCIAL HIGHLIGHTS

(In Million Rupiah)

Description

Statement of Financial Position

Total Assets 138,196,341 120,480,402 103,111,114 97,510,106 79,141,737
Total Earning Assets 127,530,027 110,685,337 94,438,269 88,475,342 71,982,273
Loans - Gross 93,362,639 85,879,019 68,363,239 63,967,113 52,896,715
Loans - Net 90,247,652 84,040,768 66,933,612 62,706,614 51,874,088
Deposits from Customers 103,559,959 87,280,244 72,805,057 68,936,691 60,760,680

Current Accounts 24,511,895 22,506,230 14,025,069 15,990,872 11,640,318

Savings Accounts 16,289,474 13,646,077 11,250,140 10,839,009 18,523,698

Time Deposits 62,758,591 51,127,937 47,529,848 42,106,810 30,596,664
Borrowings - 2,757,000 2,477,000 2,434,000 -
Total Liabilities 118,689,765 104,069,055 88,167,748 83,970,261 70,190,261
Equity 19,506,576 16,411,347 14,943,366 13,539,845 8,951,476
Net Interest Income 5,393,287 4,418,917 3,744,698 3,139,288 2,566,027
Other Operating Income 1,415,506 854,463 743,261 879,030 835,854
Total Operating Income 6,808,793 5,273,380 4,487,959 4,018,318 3,401,881
Allowance for Impairment Losses on Financial Assets and Others 1,315,656 454,307 221,335 259,104 246,816
Other Operating Expenses 3,150,676 2,818,186 2,489,916 2,215,374 1,941,498
Income from Operations 2,342,461 2,000,887 1,776,708 1,543,840 1,213,567
Income Before Tax 2,351,102 2,001,461 1,776,712 1,529,716 1,222,241
Net Income 1,789,900 1,500,835 1,332,182 1,142,721 915,456
Income/(Expenses) Comprehensive for The Year, Net of Tax 1,305,329 (32,854) 71,339 (48,235) (59,525)
Total Comprehensive Income for The Year, Net of Tax 3,095,229 1,467,981 1,403,521 1,094,486 855,931

Profit Attributable to:
Owners 1,789,900 1,500,835 1,332,182 1,142,721 915,456
Non-Controlling Interests - - - - -
Comprehensive Income Attributable to:
Owners 3,095,229 1,467,981 1,403,521 1,094,486 855,931
Non-Controlling Interests = = = = =

Earnings per Share (Full Amount) 156.01 130.82 116.12 128.89 116.37

Bank OCBC NISP 2016 Annual Integrated Report




Financial Ratios, Compliance and others

Financial Ratios

Capital Adequacy Ratio (CAR) 18.28% 17.32% 18.74% 19.28% 16.49%
Non Performing Loan (NPL) Gross 1.88% 1.30% 1.34% 0.73% 0.91%
Non Performing Loan (NPL) Net 0.77% 0.78% 0.80% 0.35% 0.37%
Return on Assets (ROA) 1.85% 1.68% 1.79% 1.81% 1.79%
Return on Equity (ROE) 9.85% 9.60% 9.68% 1.87% 12.22%
Net Interest Margin (NIM) 4.62% 4.07% 4.15% 4.1% 417%
Operating Expenses to Operating Income Ratio (BOPO) 79.84% 80.14% 79.46% 78.03% 78.93%
Loan to Deposit Ratio (LDR) 89.86% 98.05% 93.59% 92.49% 86.79%
Loan to Funding Ratio (LFR) 88.20% 95.36% - - -
Current Account & Saving Account (CASA) 39.40% 2.42% 34.72% 38.92% 49.64%
Liquidity Coverage Ratio (LCR) 166.91% 163.47% - - -

Compliance

Percentage Breach of Legal Lending Limit
Related Parties - - - - -
Non Related Parties - - s - .
Percentage Excess of Legal Lending Limit
Related Parties - - s - .
Non Related Parties - - - - -

Minimum Reserve Requirement

Primary Statutory Reserve (Rupiah) 6.56% 7.55% 8.13% 8.14% 8.41%
Secondary Statutory Reserve (Rupiah) 21.75% 12.56% 30.68% 26.93% 25.17%
Statutory Reserves - Foreign Currency 8.26% 8.02% 8.30% 8.44% 8.02%
Net Open Position (NOP) 1.22% 1.04% 0.95% 0.40% 0.71%
owers
Net Income to Income From Operations Ratio 26.29% 28.46% 29.68% 28.44% 26.91%
Liabilities to Equity Ratio 608.46% 634.13% 590.01% 620.17% 784.12%
Liabilities to Assets Ratio 85.88% 86.38% 85.51% 86.11% 88.69%
Other Main Indicator 2016 2015 2014 2013 2012
Total Employees 6,796 6,922 6,654 6,735 6,498
Total Office Network 340 339 337 339 350
Total ATMs 763 759 759 752 695
Issued and fully paid - Rp Million 1,434,081 1,434,081 1,434,081 1,434,081 1,068,615
(11,472,648,486 shares at 2013 - 2016 and 8,548,918,395 shares at
2012)
Notes:

1. Calculation of CAR, LDR,and LFR is in accordance with Bank Indonesia/FSA guidance
2. Banking industry does not use Current Ratio calculation.

3. Bank OCBC NISP did not invest in associated companies in 2012 - 2016.

4. Total Cost of Fund (%) is stated on page 67 of this Annual Integrated Report.
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FINANCIAL HIGHLIGHTS

Total Assets & Return on Assets

(ROA)
Rp Trillion, except %
1.8% 17% 1.8%
15%
120.5
103.1
2014 2015 2016

B Total Assets
—@— Return on Assets (ROA)

Third Party Deposits & Loan to
Deposit Ratio (LDR)

Rp Trillion, except %

98.0%
93.6%
89.9%
19%
873
72.8
2014 2015 2016

@  Third Party Deposits
—8— Loan to Deposits Ratio (LDR)

Net Interest Income &
Net Interest Margin (NIM)

Rp Trillion, except %

4.6%
4% 41% _—
22%
4.4
3.7
2014 2015 2016
B Netinterest Income
—8— Net Interest Margin (NIM)
Total Equity & Capital
Adequacy Ratio (CAR)
Rp Trillion, except %
18.7% 18.3%
17.3%
19%
16.4
14.9
2014 2015 2016

@  Total Equity
—— Capital Adequacy Ratio (CAR)

Net Income & Return on Equity
(ROE)

Rp Trillion, except %

9.8%
7%
’ 7-\9M
19%
1.5
13
2014 2015 2016

B Netincome
—@— Return on Equity (ROE)

Loans - Gross & Non Performing
Loan (NPL) - Net

Rp Trillion, except %

0.8% 0.8% 0.8%
8.7%
85.9
68.4
2014 2015 2016

B Loans-Gross

—8— Non Performing Loan (NPL) - Net
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STOCK HIGHLIGHTS

Share Price Highest, Lowest, Closing, Shares Trading Volume, Market Capitalization and Shares Issued

1*t Quarter 2" Quarter 3"Quarter 4" Quarter

Highest (Rp)

2016 1,325 1,510 2,120 2,750
2015 1,510 1,395 1,400 1,350
2016 1,185 1,210 1,300 1,530
2015 1,200 1,000 1,150 1,225
2016 1,185 1,225 1,675 2,070
2015 1,400 1,240 1,225 1,275

Shares Trading Volume
(thousand shares)

sisAjeuy pue uoissnasig Juswageueyy

2016 57,504 3,006 3,538 1,241
2015 14,228 3,365 7,094 10,002
2016 13,459,097,298,960 13,913,412,819,600 19,024,462,426,800 23,510,828,193,120
2015 15,901,043,222,400 14,083,781,139,840 13,913,412,819,600 14,481,307,220,400
2016 11,472,648,486 11,472,648,486 11,472,648,486 11,472,648,486
2015 11,472,648,486 11,472,648,486 11,472,648,486 11,472,648,486

Graph of Last 5 Years Price and Trading Volume

Volume (Thousand) Price
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Jan-12 Mar-12 Jun-12 Sep-12  Dec-12  Mar-13 Jun-13 Sep-13  Dec-13  Mar-14  Jun-14  Sep-14 Dec-1i4  Mar-1i5  Jun-15  Sep-15  Dec-15  Mar-16  Jun-16  Sep-16  Dec-16

.IIl.J Volume W Price

Dividend Summary

Description 2003 2002 2000

Net Income (Rp) 176,745,526,506 92,364,173,665 60,290,000,756
Total Shares 4,133,979,422 4,052,921,002 1,215,876,301
Cash Dividend per Stock (Rp) 10 1 15
Cash Dividend (Rp) 41,339,794,220 4,052,921,002 18,238,144,515
Stock Dividend (Rp) - 16,211,684,008 -
Total Dividend (Rp) 41,339,794,220 20,264,605,010 18,238,144,515
Dividend to Net Income (%) 23.39 21.94 30.25

2004 - 2015-: No dividend distributed as shareholders agreed to reinvest all profit for business development

Bank OCBC NISP 2016 Annual Integrated Report
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CONTROLLING SHAREHOLDER’S PROFILE:

OCBC BANK

Since 2005, OCBC Overseas
Investment Pte. Ltd. as a subsidiary of
Oversea-Chinese Banking Corporation
Limited (OCBC Bank) has become

the controlling shareholders, with
ownership per end of 2015 at 85.1%.
Since then, OCBC Bank as the ultimate
shareholder constantly provides
strong support to Bank OCBC NISP.

OCBC Bank is the longest established
Singapore bank, formed in 1932
through the amalgamation of three
local banks, the oldest of which was
founded in 1912. It is the second
largest financial services group in
Singapore by assets, with total assets
of S$410 billion as of December 371,
2016. OCBC is listed on the SGX-

ST, and is one of the largest listed
companies in Singapore by market
capitalisation. Its market capitalisation
was approximately S$37 billion as

of December 31,2016, based on the
closing price of its ordinary shares.
OCBC Bank is one of the world’s most
highly-rated banks, with an Aa1 rating
from Moody’s. Recognised for its
financial strength and stability, OCBC
Bank is consistently ranked among the
World’s Top 50 Safest Banks by Global
Finance and has been named Best
Managed Bank in Singapore and the
Asia Pacific by The Asian Banker.

OCBC Bank and its subsidiaries

offer a broad array of commercial
banking, specialist financial and
wealth management services,
ranging from consumer, corporate,
investment, private and transaction
banking to treasury, insurance, asset
management and stockbroking
services. It employs more than 29,000

staff globally. OCBC Bank has banking
operations in 18 countries and regions
including Singapore, Malaysia,
Indonesia, China, Hong Kong SAR,
Macau, Taiwan, Thailand, South Korea,
Japan, Australia, the United Kingdom,
and the United States. OCBC Bank’s
key markets are Singapore, Malaysia,
Indonesia, and Greater China. As of
December 31,2016, OCBC Bank had a
global network of over 610 branches
and representative offices, including
more than 5o branches in Singapore,
45 branches in Malaysia, 340 branches
and offices in Indonesia, and over 100
branches and offices in Hong Kong,
China and Macau under OCBC Wing
Hang.

OCBC Bank’s other financial services,
such as insurance, private banking,
asset management and stockbroking,
are conducted mainly through

its subsidiaries. Its 87.75%-owned
insurance subsidiary, Great Eastern
Holdings Limited, which is listed on
the SGX-ST, is the oldest and most
established life insurance group

in Singapore and Malaysia. Great
Eastern Holdings’ asset management
subsidiary, Lion Global Investors,

is one of the largest private sector
asset management companies in
Southeast Asia as of December 31,
2016. Private banking services are
provided by wholly-owned subsidiary
Bank of Singapore had assets under
management of US$79 billion as of
December 31,2016.

Support for Bank OCBC NISP

OCBC Bank continues to support Bank
OCBC NISP in broadening its individual
banking propositions including

expanding affluent segments both
conventional and Islamic as well as
through sharing of expertise in all
fronts, including such areas as product
management, marketing, branding,
channel delivery, risk management,
audit, information technology and
operational platforms and processes,
while improving operational
excellence. Several milestones have
been achieved over the years through
the close collaboration between OCBC
Bank and Bank OCBC NISP, including:
speedy remittances between
Singapore and Indonesia aside from

a joint ATM link-up in Singapore and
Indonesia; rollout of a comprehensive
consumer wealth management
platform, including collaboration

with PT.OCBC Sekuritas and Great
Eastern Life; launch of Premier
Banking services and credit card
products; offering sharia-compliant
products and services in Indonesia;
the launch of a local version of OCBC
Bank’s award winning Velocity@ocbc
cash management platform at Bank
OCBC NISP and adoption of OCBC
Bank’s successful business model for
small emerging enterprises with an
emphasis on efficient processes and
simple, quick and convenient products
and services. To help nurture a service
excellence culture, OCBC Bank has also
rolled out its customer engagement
and quality training programs to
Bank OCBC NISP staff. Various staff of
Bank OCBC NISP have also benefited
from the staff attachment program

at OCBC Bank. OCBC Bank also lends
support and guidance through its
representation on Bank OCBC NISP’s
Board of Commissioners (Samuel Nag
Tsien - CEO and Lai Teck Poh - Director).

Bank OCBC NISP 2016 Annual Integrated Report



MESSAGE FROM OCBC BANK’S CEO

Dear valued shareholders,

It gives me great pleasure to

extend my congratulations to Bank
OCBC NISP for achieving another
consecutive year of record earnings
in 2016. Despite the persistent
headwinds in the operating
environment, Bank OCBC NISP
delivered broad-based income growth
and achieved strong asset growth,
while maintaining a robust capital
and liquidity position. Prudent risk
management has also ensured that
asset quality remained healthy. Bank
OCBC NISP is one of the most highly
rated banks in Indonesia, as reflected
by its AAA national credit rating from
Fitch Ratings Indonesia and Pefindo,
and is the 8™ biggest national private
bank in terms of total assets.

The highest standards of corporate
governance and sustainable business
practices are demonstrated by Bank
OCBC NISP and its efforts were
richly recognised by the numerous
prominent awards it received during
the year. Furthermore, it is very
heartening to know that Bank OCBC
NISP continued to actively support
Corporate Social Responsibility
programs by giving back to the
communities which have long
supported its success, especially
during these difficult times.

The ongoing close collaboration
between Bank OCBC NISP and OCBC
Group has continued to deliver
positive synergies to support the
Group’s strategic objective of steadily
deepening its presence in Indonesia
as well as our other core markets of
Singapore, Malaysia and Greater China
where we have developed a well-
diversified and integrated network. At
the same time, OCBC Group remained

Bank OCBC NISP 2016 Annual Integrated Report

Samuel Nag Tsien

Group CEO OCBC Bank - Singapore

steadfast in providing strong backing
to Bank OCBC NISP’s operational and
service excellence initiatives to deliver
a superior experience for its valued
customers.

Allow me to take this opportunity

to summarise OCBC Group’s 2016
financial performance. Despite
difficult business conditions that
prevailed throughout the year, OCBC
Group delivered a resilient set of
results for our shareholders. Our
results were underscored by the
strength of our well-diversified
franchise that continued to drive
consistent and balanced long-term
growth. Our wealth management
franchise performed well, and our
insurance business achieved strong
underlying growth. Bank OCBC NISP
also increased its contributions to the
Group’s overall earnings. The overall
quality of the Group’s loan portfolio
remained sound and we remained
conservative in our risk management
processes. But the weak operating
environment meant that we still saw
areas of stress, particularly within
the oil & gas support services sector,

which drove an increase in non-
performing loans and allowances.
However, we further shored up our
strong capital, liquidity and funding
base, and our fundamental strength
was also endorsed by the international
rating agencies who maintained our
AA investment grade rating with

a Stable Outlook. While the global
outlook in 2017 is expected to remain
challenging, we remain watchful
and will continue to grow prudently,
invest in building our network and
capabilities, while supporting our
valued customers.

Finally, to Bank OCBC NISP’s valued
customers and shareholders,

thank you for your continued
support and loyalty. To the Board of
Commissioners, Board of directors,
management and employees of
Bank OCBC NISP, our warmest
congratulations to yet another
successful year of accomplishment,
and my heartfelt gratitude for your
unwavering commitment and
contributions.
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REPORT OF THE BOARD
OF COMMISSIONERS g4

Through an effective
and sound Corporate
Governance, Bank OCBC
NISP consistently earns
qualified profit, which
reflects sustainable
performance.

Dear Respected Shareholders,
Continued uncertainty of Global
economic condition, modest growth
in the United States, Brexit impact
to Europe, the not-so-promising
Japan, weakening Chinese economy
and slower Indian economy have a
negative impact on the economy of
Asian countries in 2016.

Despite the above challenges, the
Indonesian economy is still promising
due to its strong domestic demands
and huge natural resources, supported
by the government spending, better
investment policies and credible fiscal
policy. Furthermore, declining inflation
gave more space for monetary easing.
On local currency, the balance of
payments also recorded moderate
surplus due to the support of high
capital inflows and declining deficit,
which helped to stabilize the Rupiah.

Through the implementation of
prudent policy by the regulators,
national banking sector was still
able to maintain a healthy growth,
as reflected in the improved
profitability which was driven by
higher operational efficiency,

Pramukti Surjaudaja

Chairman

adequate level of capital and the
managed level of non-performing
loans amid the slowdown in credit
growth. Besides the moderate credit
growth, the inflows of tax amnesty
funds is a contributing factor to
restore liquidity.

Evaluation of Management
Performance

Amidst the challenging macro
economy condition and slower credit
growth in Indonesian banking,,

based on Board of Commissioners’
evaluation, the Board of Directors was
successful in achieving a strong set of
results and a healthy and sustainable
growth in 2016, as reflected in the
increase of net profit by 19% year on
year which has reached Rp 1.8 trillion
in 2016. As a result, ROA and ROE
ratios also increased from 1.7% and
9.6% in 2015 respectively to 1.8% and
9.8% in 2016. In addition, the Bank can
maintain a high CAR which reached
18.3% at the end of 2016.

The Board of Commissioners strongly
support strategic actions taken by
Management to perform an effective
financial intermediary function

through prudent policy and highly
selective policy on business sectors
and customers selection to ensure
good credit quality while meeting the
business plan.The Bank took careful
consideration on the customers’ credit
quality condition as well as business
sectors to maintain a healthy credit,
while at the same time considering
the future business plan.The result
was reflected in the Board of Directors’
effort to focus on healthy loan growth
by 9% year on year to Rp 93.4 trillion

in 2016.The NPL ratio was kept at 1.9%,
lower than the NPL ratio in banking
industry in the same period of 2.9%.

The Board of Commissioners
appreciated Board of Directors efforts
toincrease customer’s convenience

in doing transactions and creating
innovative product and process
through continuous improvement,
information technology infrastructure
as well as process and operational
efficiency. These acitivities successfully
boosted third party fund by 19% year-
on-year to Rp 103.6 trillion at the end
of 2016. From these achievements,
the total low cost funds (current

and savings accounts) reached Rp
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40.8 trillion, or representing 39.4% of
total third party funds. The success in
efficiency reflected on the decrease of
Cost to Income Ratio to 46.3% at the
end of 2016 from 53.4% at end of 2015.

Overall, the Board of Commissioners
was in the view that through effective
and sound governance practices,
Bank OCBC NISP has consistently
achieved high quality earnings and
delivered sustainable performance.
Management has successfully
implemented prudential principle as
well as proactive risk management to
achieve business growth.

Oversight by Board of
Commissioners

The Board of Commissioners focused
on the strategic topics and aspects
related to the Bank’s response in
facing both internal and external
dynamic challenges. It was conducted
with a proactive and preventive way
to assure a healthy and sustainable
growth. Furthermore, Board of
Commissioners also maintained
continuous communication to
provide inputs and advice to the
Board of Directors on relevant
strategic matters.

In performing its oversight function,
the Board of Commissioners was
supported by its Audit Committee, Risk
Monitoring Committee Remuneration
and Nomination Committee and
Integrated Governance Committee.
During 2016, all Committees

have performed their duties and
responsibilities satisfactorily to assist
the oversight duties of Board of
Commissioners, including providing
reports and recommendations to
Board of Commissioners concerning
key matters requiring Board of
Commissioners’ attention and
consideration to implement its
oversight function proactively and
effectively

During 2016, Audit Committee

has well-performed its duties and
responsibilities in assisting Board
of Commissioners’ oversight duties

Bank OCBC NISP 2016 Annual Integrated Report

by among others, evaluated the
effectiveness of internal control
system, reviewed the exercise of
transparent financial reporting
process , ensured independent and
objective internal and external audit
process as well as sound corporate
governance practices.

Meanwhile, Risk Monitoring
Committee has significantly
contributed, among others, through
its evaluation on proposed risk
management policies and its review
of the proper implementation of risk
management in compliance with the
risk management policies.

Remuneration and Nomination
Committee has provided important
contribution by among others,
formulating the criteria and
nomination of the Board of Directors
and the Board of Commissioners

as well as providing inputs on the
performance-based system and
remuneration.

Furthermore, the Integrated
Governance Commitee has assisted
the Board of Commissioners in the
oversight of the implementation of
Integrated Corporate Governance
through its evaluation on the
adequacy of internal control and the
adequacy of the implementation of
compliance functions in each financial
institution and on integrated basis
and provided recommendations

to the Board of Commissioners in
improving the Integrated Corporate
Governance Charter.

To enhance Committees’ performance,
the Board of Commissioners has
conducted an evaluation and
assessment of the performance of all
Committees.

The Board of Commissioners’
oversight on the implementation
of the Board of Directors’ duties
and responsibilities was carried out
through joint meetings between
Board of Commissioners and Board
of Directors three times in a year.

During the meetings, the Board

of Commissioners among others
directed, monitored, and evaluated the
implementation of the Bank’ strategic
policies.

In addition, the Board of
Commissioners also conducted several
meetings with topics relevant to

the achievement of business plan

or other important key matters.In
order to keep update on the most
recent governance practices, the BOC
together with BOD regularly visited
selected branches with both weak
and strong performances to have an
open dialogue with local employees
and leaders on governance practices
and implementation, and to note

and follow up constructive inputs on
governance and risk management
policies.

Good Corporate Governance
Based on the Board of Commissioners
assessment, the commitment to
Corporate Governance and the quality
of its implementation at Bank OCBC
NISP has been very satisfactorily
well-implemented and continuously
improved. This was reflected in the
Bank’soundness, healthy growth,
and improved performance.
Furthermore, our commitment to GCG
implementation was acknowledged
in various accolades in 2016 such as:
“Most Trusted Company”in
Corporate Governance Perception
Index (CGPI) Award by Indonesian
Institute for Corporate Governance
(IICG) and SWA Magazine.
Category of Excellent (A) in
Indonesia Good Corporate
Governance Award Il by Economic
Review.
Top 10 Public Listed Companies
and The Best Responsibilities
of The Board based on Asean
Corporate Governance Scorecard
by Indonesian Institute for
Corporate Directorship (IICD).

GCG monitoring was implemented
thoroughly and strategically, with the
assistance of the committees who
provided a lot of advices to improve
the quality of Bank OCBC NISP in
accordance to their scopes.
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REPORT OF THE BOARD OF COMMISSIONERS

Serious GCG implementation was
also reflected on the Bank’s soundess.
Related to the Bank’s obligation

to conduct self-assessment of the
Bank’s soundness using Risk Based
Bank Rating (RBBR), covering GCG
factors, Bank has conducted GCG
self-assessment for the period of
Januari-June 2016 and July-December
2016 as stipulated on SEBI No.15/15/
DPNP dated April 29,2013 regarding
GCG implementation for Commercial
Bank. As of December 31,2016, self-
assessment of each aspect based on
the risk had composite rank of 2 (rank
1 being the highest), reflecting on the
Bank’s overall soundness condition.

Related to the monitoring of internal
control system, risk management and
governance, Board of Commissioners
paid significant attention through the
Audit Committee and Risk Monitoring
Committee to continue monitor
regularly to ensure that the Directors
had followed-up on audit findings
and improvement recommendations
from Internal Audit Divison, external
auditors, monitoring reports from the
Financial Services Authority and other
authorities monitoring results.

2017 Prospect

Growth is expected to be better in
2017 than the previous year, especially
driven by the momentum of the
growth in government spending,
private consumption and private
investment aligned with the economic
reform packages which are initiated

lately. In addition, the potential
improvement in global commodity
prices can increase higher income and
investment.

However, on the export growth, it is
expected to remain challenging due to
the global demand which has not fully
recovered. Hopefully, it will grow faster
than import and with more foreign
investment inflows, they can lower the
current account deficit.

Inflation was under control due to

the government commitment such

as in managing the logistic cost and
non-tariff trade barriers. However, it
can increase align with the rising price
of crude oil, food material and other
essential imported goods in 2017.

Potential risks of tax amnesty
revenues that were lower than
expected may result in budget cuts
and delays in infrastructure projects
which would have a domino effect

on business activities. Furthermore,
the deficit in the state budget and
uncertain capital inflows as a result

of global financial market volatility
would inflict market and liquidity risks.

The non-performing loan in general
will still require full attention, as
shown in the industry higher NPL
ratio. Despite having much lower
problem, Bank OCBC NISP will
continue to extra serious watch

its loan portfolio and undertake
necessary proactive measures.

Sincerely Yours,

- -’

L4
Pramukti Surjaudaja
Chairman

In executing our business plans, we
will always work based on prudent
principles. Strengthen synergy with
all stakeholders is also a strategic
direction we have to adopt in
anticipating continuous change of
business risk and potential in order to
achieve the target.

Appreciation

We would like to extend our gratitude
and appreciation to customers,
shareholders, dedicated employees,
Bank Indonesia (Bl) and Financial
Services Authority (FSA), for their
support on the development of Bank
OCBC NISP as one of the prominent
banks in Indonesia for the last 75
years. Also, to our colleagues, Mr. Roy
Athanas Karaoglan, Commissioner
for14 years, whose term due on 2017
AGMS, our deepest appreciation for
your contribution and outstanding
service. Likewise to Mr. Made Rugeh
Ramia, our Independent Audit
Committee member for 4 years and
was an Independent Risk Monitoring
Committee Member for 6 years, whose
term also due on 2017 AGMS, thank
you very much for all useful advices
and strong dedication to the Bank.

With a growing and prideful nation
supported by all stakeholders, we have
strong confidence that Bank OCBC
NISP can be able to have sustainable
good performance and to be the

bank of choice with world-class
standards recognized for its care and
trustworthiness.
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Bank OCBC NISP’s solid
fundamental shows its
resilience amid the slower
global economic recovery.

Dear Respected Shareholders,
In 2016, the global economic
recovery slowed down due to the
China economic deceleration,

weak commodity prices, and the
financial tightening prospect for
many countries. However, Indonesia
has shown recovery supported by
consumer and investment. The
corporate sector was relatively better
followed by the rising of financing
support from loans and capital
market.

In general, the financial system is
relatively stable which is supported
by the resilience of banking system.
Itis reflected on maintained credit
risks, liquidity, and market risks as
well as adequate capital ratio. The
transmission of the policy relaxation
in decreasing LPS rate and adjusting
the cap deposit rates has boosted the
loans growth limitedly.

Financial Performance

Bank OCBC NISP’s performance

has shown sustainable business
resilience. Discipline in implementing
the portfolio diversification, which

is in line with “Target Market Risk

Bank OCBC NISP 2016 Annual Integrated Report

Parwati Surjaudaja

President Director

Acceptance Criteria” and “Prudential
Banking Principle”, has contributed
positively to target achievement
amidst the challenging business
condition.

Bank OCBC NISP has successfully
recorded net income worth Rp 1.8
trillion in 2016 or rose 19% year-on-
year.The total asset also grew 15% to
Rp 138.2 trillion in the same year. Due
to the achievement, Bank OCBC NISP
is placed as the 8™ biggest national
private bank in terms of total asset,
with market share of 2.1%. Total

loans increased 9% to Rp 93.4 trillion,
supported by the strong growth in
SME and the consumer that exceeded
the average industry growth.

Compared to previous year, the asset

quality remains stable with the ratio

of net non-performing loans of 0.8%,
far below the regulatory requirement
of 5%.

Total asset growth was supported by
third parties fund growth reaching
Rp 103.6 trillion or grew by 19% at the
end of 2016 over the previous year. In
addition, the funding diversification
was conducted through Public

Offering of Continuous Bond Il Phase |
amounted to Rp 2.0 trillion.

Bank OCBC NISP intermediation
function remained well-maintained
reflected on the LDR which stood at
89.9% and LFR at the level 88.2%.

Meanwhile, amid competitive banking
industry condition in 2016, Bank OCBC
NISP successfully increased its Net
Interest Margin (NIM) reaching 4.6%
compared to 4.1% at the previous year
and improved operational efficiency by
decreasing the Cost to Income Ratio
from 53.4% in the previous year to
46.3%.

In terms of capital, total equity
reached Rp 19.5 trillion and capital
adequacy ratio take into account
credit risk, market risk, and operational
risk (CAR) was recorded at 18.3% per
end of 2016, higher than 17.3% in the
previous year.

Bank OCBC NISP serves customers
across Indonesia with network of
340 offices, 763 ATMs and through
electronic banking channels. We will
continue to develop digital banking
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REPORT OF THE BOARD OF DIRECTORS

platform by launching a variety of
online and mobile banking services to
expand the range of banking services
and improving the quality of customer
experience.

The strong fundamental of Bank
OCBC NISP successfully obtained its
rating of “AAA” with a stable outlook
by Fitch Ratings Indonesia and Pefindo,
well-known rating agencies, this also
positioned the Bank as one of the
banks with highest credit rating in
Indonesia in 2016.

During 2016, Bank OCBC NISP was
rewarded with numerous awards,
such as:
Retail Banking and Wholesale
Banking Award 2016 by Asian
Banking & Finance Magazine,
Singapura, for category of:
- Indonesia SME Bank of the
Year
- Indonesia Foreign Exchange
Bank of the Year
- Indonesia Domestic
Technology and Operations
Bank of the Year
- Mobile Banking Initiative of
the Year
- Website of the Year
Indonesia Country Awards
Program 2016 by The Asian Banker
Magazine, Singapura, for category
of:
- Wealth Management of The
Year
- Best CRM (Customer
Relationship Management)
Project — Information
Technology
The Best Sharia Business Unit dan
The Best in Retail Banking Services
for category of Bank with asset in
the range of Rp 50 trillion to Rp
100 trillion in Indonesia Banking
Award 2016 by Tempo Magazine.
Parwati Surjaudaja as The Best
CEO 2016 by SWA Magazine,
Ipsos and Dunamis Organization
Services
Titanium Trophy for Financial
Performance “Best of The Best
Year 2000 - 2015” by Infobank
Magazine.

Strategic Steps in 2016

Bank OCBC NISP successfully recorded

a positive performance in 2016, such

as focusing on healthy banking

practices and consistently execute
effective long-term strategies such as:

1. Focused in succeeding branch
network transformation by
implementing the concept of “Our
Branch Our Store” and aligning
strategy priority from all functions.

2. Increased the synergies between
segments in effort to provide the
best solution for the Customer,
with the effective product solution
capability and intensify cross
bundling and/or cross leveraging
to develop the customer business
potential.

3. Maintained a strong and
sustainable business growth by
increasing the current account
and savings growth, healthy credit
portfolio, and fee based income
sustainably.

4. Improved Cost to Income Ratio
by enhancing productivity of
employees, continuing the
operational cost efficiency
steps including optimizing the
network performance, executing
improvement process and focusing
on improving economies of scale
from expenses.

5. Continued increasing in the risk
management framework by
focusing on harmonious synergy
between business units as risk
taking units with supporting units,
and risk management units as
risk monitoring and management
units.

6. Improved operational and service
excellence in order to become
“Bank of Choice” for the customers
through strategy and unique value
proposition to optimize process
and services technology in various
segments.

7. Strengthened corporate culture
and improved communication
effectivity through corporate
values, as the strategic foundation
for company’s growth in the long
term.

8. Aligned the three lines of defense,
in which the risk management
was performed comprehensively
by all organization lines to
enhance effectiveness and
efficiency of overall internal
control functions.

Implementation of Good
Corporate Governance

We believe that Good Corporate
Governance (GCG) will continuously
improve the Bank’s performance

for the long term. Furthermore, the
internalization of the highest quality
standards with respect to GCG in the
Bank’s culture will boost its positive
performance.

We are proud that our commitment
for GCG implementation has enabled
us to maintain the trust of the
stakeholders as well as to build a
reputation and credibility of a strong
positive brand image, which has led us
to receive several awards such as:
“Most Trusted Company”in
Corporate Governance Perception
Index by Indonesian Institute for
Corporate Governance (IICG) and
SWA Magazine.
Category A (Excellence) in
Indonesia Good Corporate
Governance Award Il by Economic
Review.
Silver Award for Annual Report
from League of American
Communication Professional
(LACP), USA.
Top 50 Public Listed Companies
and The Best Responsibilities
of The Board based on Asean
Corporate Governance Scorecard
by Indonesian Institute for
Corporate Directorship (IICD).

Changes in Management
There were no changes in Bank OCBC
NISP’s Management during 2016.

Corporate Social Responsibility
The economic slow down did not
hinder Bank OCBC NISP’s commitment
to support Corporate Social
Responsibility (CSR) programs, which
has been an integral part of the Bank'’s
culture. Moreover, we have been
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proactively seeking for opportunities

periodically to integrate our business

interest with many social practices, in

order to increase the tangible benefits
from the CSR programs.

The Bank’s support has been focused
on improving education and health
standards, empowering community
and improving the environment in the
vicinity of the Bank’s premises. CSR
educational programs are conducted
through Financial of Literacy
Socialization Program in 15 branch
offices, as a form of participation of
“Gerakan Inklusi Keuangan Nasional’
implemented by FSA.

In addition, CSR related to social

programs were directed to

help improving welfare of the

communities, such as:
Bank OCBC NISP held “Education
& Screening Thalassaemia” to
prevent the Thalassaemia disorder
in Indonesia (Batam, Denpasar,
Makassar, Pekanbaru, Pontianak
and Surakarta), with a theme
“Recognize — Prevent and Break
Thalassaemia”.
Bank OCBC NISP held staple food
donation with a theme of “Sucikan
Hati, Panjatkan Syukur, Raih
Kemenangan Hakiki".The donation
was targeting the orphans, poors,
widows, mosque clerks as well as
the residents around the office.
It was held in 6 cities, which
were Jakarta (OCBC NISP Tower
and Gunung Sahari), Bandung,
Surabaya, Makassar, Medan and
Palembang.
Bank OCBC NISP together with
with Sharia Business Unit (SBU)
held “Mudik Asyik 2016” on June
28,2016, which participated by 132
people around the office in Jakarta,
by three buses to Central Java,

Bank OCBC NISP 2016 Annual Integrated Report

and 54 people around the office in
Bandung to Central Java, by one
bus to Central Java June 30, 2016.

Related to environment, the
employees of Bank OCBC NISP and
OCBC Bank - Singapore, together with
the local communities performed
action concerning the environment, by
planting 2,000 Agathis (Damar) trees
at Jayagiri, renovating school for Early
Childhood Education (ECD), as well as
building clean water channels along 2
km for 10,000 people.

2017 Outlook

Indonesian economy in 2017 is
expected to recover from the
prolonged deceleration. Thirteen
packages of economic policy, including
deregulation, increase investors’
confidence towards the government
which is expected to boost Direct
Investment and credit demand growth
in the range of 10-12%.

Tax amnesty program improves

the government fiscal that pushed
the government spending program
especially infrastructure development
financing.

On the other hand, commodity prices
(mainly coal and crude palm oil) are
also gradually rising, which will boost
Indonesia’s export performance in
the upcoming period. In addition,
household consumption in Indonesia
improved due to the increased
purchasing power amid low inflation
and relatively stable rupiah.

The short-term challenges include:
first, regarding to the possibility of the
increase in Fed Funds Rate which may
cause the amount of capital outflows
from emerging markets, including
Indonesia, which will add pressure

Sincerely Yours,

Parwati Surjaudaja
President Director

on Rupiah exchange rates and stock
markets.

Second, China economic growth is
predicted to keep slowing down for
the next couple of years and by being
one of Indonesia’s largest trading
partners, it will affect Indonesia
especially in the export side.

Initiatives in 2017

Bank OCBC NISP will continue to

focus on achieving the target in 2017

by considering the external factors

development and capabilities. Some of

strategic priorities are:

1. Strengthening the Bank’s business
model

2. Continuing transformation
in various fields to increase
productivity and service
effectiveness to customers

3. Increasing good capacity and
capability in human capital,
operational and technology

4. Effectively executing the three

lines of defense

Strengthening the brand

6. Optimizing synergy with OCBC
Group

\:/'I

Appreciation

On behalf of the management, | would
like to extend my deepest appreciation
to all who have contributed to the
success and positive performance of
Bank OCBC NISP throughout 2016.

The national economic condition

in the upcoming year is still
unpredictable, but we are optimistic
that by strengthening the current
business model, a strong commitment
on strategic priorities and harmonious
synergies with stakeholders will boost
Bank OCBC NISP in order to maintain
sustainable growth acceleration.
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STATEMENT OF THE BOARD OF COMMISSIONERS
REGARDING RESPONSIBILITY FOR

THE 2016 ANNUAL INTEGRATED REPORT

OF PT BANK OCBC NISP TBK

We, the undersigned, hereby declare that all information in the Annual Integrated Report of PT Bank OCBC NISP Tbk for the
year 2016 have been presented in their entirety, and that we assume full responsibility for the accuracy of the contents of
such Annual Integrated Report.

This statement is duly made in all integrity.

Jakarta, March 8, 2017

BOARD OF COMMISSIONERS
- -’

Pramukti Surjaudaja

Chairman
‘}KJ tan’/“
Peter Eko Sutioso y Athanas Karaoglan
Deputy Chairman Independent Commissioner

(Independent Commissioner)

Aears I >

Samuel Nag Tsien Jusuf Halim

Commissioner Independent Commissioner
- ‘%\
L&i Teck Poh (Dua Teck Poh) Kwan Chiew Choi Hardi Juganda
Commissioner Independent Commissioner Commissioner
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STATEMENT OF THE BOARD OF DIRECTORS
REGARDING RESPONSIBILITY FOR

THE 2016 ANNUAL INTEGRATED REPORT
OF PT BANK OCBC NISP TBK

We, the undersigned, hereby declare that all information in the Annual Integrated Report of PT Bank OCBC NISP Tbk for the
year 2016 have been presented in their entirety, and that we assume full responsibility for the accuracy of the contents of
such Annual Integrated Report.

This statement is duly made in all integrity.

Jakarta, March 8, 2017

BOARD OF DIRECTORS

z/‘“";
Parwati Surjaudaja
President Director

L AR e

e
Yogadharma Ratnapalasari Rama Pranata Kusumaputra ilya Tjahjadi
Managing Director Managing Director Managing Director.

p 4

[
Hartati Martin Widjaja Andrae Krishnawan W
Managing Director Managing Director Managing Director

» -
&r" ’
Johannes Husin Low Seh Kiat Joseph Chan Fook Onn
Managing Director Managing Director Managing Director
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COMPANY PROFILE

Moving

Progressively

' Bank OCBC NISP 2016 Annual Integrated Report




BRIEF PROFILE

Bank OCBC NISP (previously
known as Bank NISP) is

the fourth oldest bank in
Indonesia, established on
April 4,1941in Bandung
under the name of NV
Nederlandsch Indische Spaar
En Deposito Bank.

The existence of Bank OCBC
NISP in Indonesia’s banking
industry for almost 75 years
is associated with the role
of Karmaka Surjaudaja and
Lelarati Lukman.

Karmaka Surjaudaja began to manage
Bank NISP as Director of Operational
in 1963. Despite Indonesia’s
unfavorable economic condition, Bank
OCBC NISP managed to grow and was
able to overcome several crisis such as
‘sanering’in 1965.

This success brought Karmaka
Surjaudaja appointed as President
Director in 1971to 1997 and Chairman
in 1997 to 2008.

His success was inspired by the role
of Lelarati Lukman’s faithful support
in managing the Bank and served as a
Commissioner in 1982 - 2011.

For more than 40 years of his
remarkable dedication and sacrifice,
Karmaka Surjaudaja and Lelarati
Lukman were awarded the title of
Chairman Emeritus and Commissioner
Emeritus as well as Senior Advisor

in 2008. Since 2015, the couple were
commended as Founding Chairman
and Founding Chairwoman.

Bank OCBC NISP 2016 Annual Integrated Report

Although they no longer hold

the structural positions, except

the foundation, their values and
foundation will remain in the hearts
of the entire family of Bank OCBC NISP.

Since the beginning, Bank OCBC
NISP has been operating cautiously
and focused on serving the Small
and Medium Enterprises (SME). In
1967, the Bank developed their status
of operation from saving bank into
commercial bank.

The improved status is supported by
the success of the company to survive
amid the unprecedented economic
and political conditions that year.In
line with the Bank’s achievement,
Bank OCBC NISP has raised its status
to a foreign exchange bank in 1990.

In anticipation of the market’s wider
transparency and competition, as well
as to strengthen the capital structure,
Bank OCBC NISP listed its share on
Indonesian Stock Exchange (formerly
Jakarta Stock Exchange) in 1994.The
action made the Bank a public
company.

The Bank’s Articles of Association
were also amended several times, in
which Deed No. 33 were made on April
9, 2015 before Fathiah Helmi, SH, a
notary publicin Jakarta. The deed was
recorded by the Directorate General of
General Law Administration - Ministry
of Justice and Human Rights of the
Republic of Indonesia No.AHU-AH.
01.03-0929451 on May 5, 2015

and was registered in the Company
Register No. AHU-3500716.AH.01.11.
YEAR 2015 on May 5, 2015.

In late 1990s, Indonesia was hit by
severe economic crises, especially the
banking industry. Nevertheless, Bank
OCBC NISP successfully overcome

OF BANK OCBC NISP

the most critical condition named

as the ‘worst banking meltdown’

by the World Bank. Bank OCBC NISP
surpassed the crisis even without

the support of the government
recapitalization program, who
apparently, became one of the first
banks which continuously able to run
its intermediation function to provide
lending during the crisis.

With the Bank’s quality and potential,
Regent Pacific Private Equity (RPPE),

a London based company, supported
the Bank’s development by increasing
its equity to almost two times
through the issuance of “Zero-Coupon
Mandatory Exchangeable Notes” to
the founding shareholders.

These initiatives enable the Bank

to record high quality growth. Bank
OCBC NISP’s well-known reputation
in the market and its promising
growth had merited attention from
various international institutions, like
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International Finance Corporation
(IFC), part of the World Bank Group,
which provided a senior long-term
loan to the Bankin 1999 and became
the Bank’s shareholder in 2001 - 2010.

In addition, since early 1990s, The
Netherlands Development Finance
Company (FMO) provided long-term
loans to be distributed to Small

and Medium Enterprises (SME)
segment. Furthermore, OCBC Bank —
Singapore chose Bank NISP to be the
local partner in the establishment
of Bank OCBC NISP and became

as strategic partner in 2004. OCBC
Bank - Singapore raised its share
through acquisitions and tender offer
to public shares to become majority
shareholder since 2005.

OCBC Bank - Singapore currently owns
85.1% stake in Bank OCBC NISP. With
support from OCBC Bank - Singapore,
the Bank successfully strengthened

its infrastructure, including human
resources, information technology, risk
management, branch office network
and internal audit.

In 2005, Bank OCBC NISP’s Head
Office was relocated to Jakarta with
the aim to facilitate direct access

in the business center of Indonesia.
In 2008, as part of its long-term
strategies and to increase the brand
as well as the commitment of the
controlling shareholder, Bank NISP
adopted a new name of “OCBC NISP”,
followed by culture strengthening and
implementing basic policies across
the organization. This transformation
has been carried out passionately
into “Your Partner for Life” to all
stakeholders.

Furthermore, in line with market
requirements, Bank OCBC NISP
strengthen its products and service
diversity by running Sharia Business
Unit on October 12,2009. In 2011,

the Bank entered an important
milestone after OCBC Bank Singapore
consolidated their business strategy in
Indonesia by merging its subsidiaries,
Bank OCBC Indonesia into Bank OCBC
NISP.

The merger shows a full commitment
from OCBC Bank - Singapore as the
majority shareholder, to focus on
supporting Bank OCBC NISP. In order
to strengthen the Bank’s

cultural foundation in 2012, Bank
OCBC NISP readjusted their corporate
culture to confront with current
circumstances and future possibilities.

The new corporate culture named
ONe PIC, serves as guidelines for
all employees to behave and work.
ONe PIC stands for OCBC NISP
One, Professionalism, Integrity and
Customer Focus.

ONe PIC culture is consistently applied
to all in the organization who consists
of 6,796 highly motivated employees
to serve customers in 340 offices and
in 61 cities throughout Indonesia.

COMPANY PROFILE [G4-3]

Date of Establishment

4 April 1941 under the name NV
Nederlandsch Indische Spaar En
Deposito Bank.

Company/Legal Entity [G4-7]
Limited Company

Name Changes:

1941

Established under the name NV
Nederlandsch Indische Spaar En
Deposito Bank (NISP)

1958
Abbreviation of NISP was changed to
Nilai Inti Sari Penyimpan

1981

NISP was no longer an abbreviation
but instead became the Bank’s name,
Bank NISP

2008
Use a new name, Bank OCBC NISP

Head Office Address [G4-5]

JI. Prof. Dr. Satrio Kav. 25

Jakarta 12940 - Indonesia

Telp : (021) 25533 888

Facs : (021) 579 44 000

Email Contact [G4-31]

- For Customers:
callcenter@ocbcnisp.com

- For Shareholders and Investor:
ir@ocbcnisp.com

- For Regulator:
corporate.secretary@ocbcnisp.com

- For Public:
corporate.communication@
ocbcnisp.com

Website : www.ocbcnisp.com

Bank OCBC NISP 2016 Annual Integrated Report



LINE OF BUSINESS

Performed Business Activities
Commercial Bank and the Bank that
perform activities based on Sharia
Principles.

Business Activities According
to the Latest Articles of
Association

According to the Deed of GMS

Resolution of PT Bank OCBC NISP Tbk

No. 33 dated April 9, 2015 Section 3,

the purpose, objectives, and business

activities:

1. Doing business both commercial
banking including sharia
principles-based banking activities
in accordance with prevailing
regulations and legislations

2. Toachieve such objectives, the
Bank can perform the following
activities:

Main Business Activities:

1) Mobilizing funds from the
public in the form of deposits,
including demand deposits,
time deposits, certificate of
deposit, savings and/or other
equivalent forms

2) Provide long-term or medium-
term loans, or any other form
in the banking industry

3) Issue notes

4) Purchase, sell or guarantee
against its own risk and for

Bank OCBC NISP 2016 Annual Integrated Report

the benefit of and at the

instruction of its customers

include:

a. Bills of exchange

b. Notes and other
commercial paper

c. Treasury bills and
government guarantees

d. Certificate of Bank
Indonesia (SBI)

e. Bonds
f.  Commercial paper with
maturity date

g. Instruments of other
securities with maturity
date.

5) Transfer money either for own
behalf or for the benefit of
customers

6) Place funds in, borrow from or
lend funds to other banks

7) Accept payment for securities
and setting account with or
among third parties

8) Place funds to other customers
in the form of securities, both
listed or not listed on the stock
exchange

9) Conduct business in factoring
and credit cards

10) Publish credit documents
in various forms and bank
guarantees.

11) Conduct foreign exchange
operations.

3. Tosupport the main business
activity, the Bank can conduct
supporting activities such as:

1) Provide a place to safe keep the
goods and securities

2) Conduct custodian activities
for the benefit of other party
under a contract

3) Undertake trusteeship

4) Conduct equity participation
in banks or other corporates in
financial sector

5) Act as founder and
management of pension fund

6) Organize other businesses
which are commonly
performed by a commercial
bank to the extent not against
the prevailing laws and
regulations.
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MILESTONE

Incorporated as a saving bank under the name NV
Nederlandsch Indische Spaar En Deposito Bank, by 3 Dutch
man namely Gustaaf Adolf van Haastert, Otto Richard
Wermuller von Elg, dan Erich Wademar Emanuel Denniger.
The Bank not fully operated as Indonesia was in war and
unstable condition.

Bank NISP managed to survive through economic and politic
crisis in Indonesia as well as improve its status became a
commercial bank.

« Obtained license to operate as a foreign exchange bank.
+ Received long-term loans from Netherlands Development
Finance Company (FMO).

Established Joint Venture Bank named Bank OCBC NISP
(later become Bank OCBC Indonesia), a joint venture bank
with OCBC Bank-Singapore.

« Became the first bank in Indonesia to receive a senior loan
from the International Finance Corporation (IFC), the World
Bank Group.

ISO 9002 quality certification upgraded to I1SO 9o01:1994 for
all function at the Head Office

1948

All shares of NV Nederlandsch Indische Spaar En Deposito
Bank were purchased by local businessman, Lim Khe Tjie, and
the Bank started to operate fully.

1972

« The change of Bank NISP’s Logo

« Entered into a strategic alliance with Daiwa Bank-Japan
through Bank Daiwa Perdania now Bank Resona Perdania,
the first joint-venture bank in Indonesia. Bank NISP granted
long-term loan, technical assistant and support lending
activities as well as serve Japanese company in several
cities in outside Jakarta.

1995

Became the first bank in ASEAN which passed ISO 9002
certification for its Treasury, Financial Institution Division and
Head Office.

1998

« Bank NISP successfully weathered the worst Banking crisis
which shocked Indonesia and categorized as a bank which
did not need any government support (category A).

« Bank NISP successfully managed to grow and improve its
rating by multiplying the number of offices, employees and
business volume shortly after the crisis.

2001

« 1SO 9001:1994 quality certification was upgraded to ISO
9001:2000.

« First in Indonesia, IFC - World Bank Group became a
shareholder by acquiring 9.6% of Bank NISP’s shares.

Bank OCBC NISP 2016 Annual Integrated Report
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« OCBC Bank - Singapore became a shareholder of Bank NISP
with a 22.5% stake ownership.

+ Together with and by involving almost all Company’s
member, Bank NISP redefined its Vision, Mission and core
values to align with its future goals.

2005

« OCBC Bank - Singapore become majority shareholder. At
the end of 2005 OCBC Bank-Singapore share ownership
was 72%. OCBC Bank also provides various assistant related
to operational, services, risk management, etc.

Moved into new Head Office Bank NISP Tower (now Bank » Moved the Bank’s Head Office from Bandung to Jakarta.
OCBC NISP Tower).

sisAjeuy pue uoissnasig Juswageueyy
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Launched a training center with the name NISP National
Learning Center (now OCBC NISP National Learning Center —
ONLC) in Bandung.

« OCBC Bank-Singapore further added its shareholding to
74.13%.

+ Toindicate stronger commitment and support from OCBC
Bank Singapore, in December 22,2008, the name of PT
Bank NISP Tbk changed to PT Bank OCBC NISP. Tbk

+ Changed Logo to OCBC NISP. 2009

9dueUIaA0ND 33eI0dI0) poon

Launched a business unit to provide banking services based
on sharia principles through the Bank’s Sharia Business Unit
(SBU).

On July 1, 2010, IFC sold its shares in Bank OCBC NISP to OCBC
Bank. This development caused OCBC Bank’s total share
ownership to rise from 74.73% to 81.9%.

20M

Bank OCBC NISP commemorates 70 years, coinciding with

an important milestone as Bank OCBC Indonesia officially
merged into Bank OCBC NISP and OCBC Bank Singapore focus
for Indonesia in particular Bank OCBC NISP.

Ay1j1qisuodsay |e1os ajelodiod

Redefining the corporate culture to ONe PIC (OCBC NISP One,
Professionalism, Integrity and Customer Focus).
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Bank OCBC NISP transformed its business strategy through @

“Our Branch Our Store” concept. %

3

g

¢ Bank OCBC NISP celebrates its 75th Anniversary. &

« Bank OCBC NISP was appointed as Gateway Bank to

recieve and manage repatriated tax amnesty fund with

various profitable investment instruments A

¢ Bank OCBC NISP became the first bank in Indonesia 2

to provide Trust services for individual and corporate 8

customers. =

m

o
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g
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PRODUCTS AND SERVICES (c4-41 [pma-er]

Funding Products

Deposito

Tabungan Berjangka TAKA
Tabunganku

Tanda Junior

Tanda Premium

Tanda Valas

Tanda 360

Simpel

Bancassurance Products

« Asset Link
«  Critical lllness MaxGuard
«  EduPro

«  Entrepreneur

- Great Employee Benefit

+ Income Protection

+ iUltimate

+ Great Optima Link

- Great Optima Link 102
«Manulife Lifestyle Protector
+  Max Prestige Care

+  MaxPrestige Heritage

+  MaxPrestige Saver

+  MediPlan

+  Personal Accident MaxGuard
+  Prima Link

+ Super Investlink Plan 101

Investment Products

(Money Market Mutual Funds)

Aberdeen Indonesia Money Market
Fund (NISP Dana Siaga)

BNP Paribas Rupiah Plus

Schroder Dana Likuid

Investment Products

(Fixed Income Funds)

« Aberdeen Indonesia Bond Fund

« Aberdeen Indonesia Government
Bond Fund

« Aberdeen Indonesia USD Bond
Fund

+  Ashmore Dana Obligasi Nusantara

«  BNP Paribas Dolar Plus

« BNP Paribas Prima Il

« BNP Paribas Prima USD

« BNP Paribas Prima Asia USD

+  Schroder Dana Mantap Plus Il

«  Schroder USD Bond Fund

«  Schroder Dana Andalan Il

Investment Products

(Balanced Funds)

-+ Aberdeen Indonesia Balanced
Growth Fund

«  BNP Paribas Equitra

+  BNP Paribas Spektra

+  Schroder Dana Terpadu Il

+ Schroder Syariah Balanced Fund

Investment Products

(Equity Mutual Funds)

Aberdeen Indonesia Equity Fund
Aberdeen Syariah Asia Pacific
Equity USD Fund

BNP Paribas Ekuitas

BNP Paribas Infrastruktur Plus
BNP Paribas Pesona Syariah
BNP Paribas Solaris

BNP Paribas STAR

BNP Paribas Solaris

Schroder Dana Prestasi Plus
Schroder 9o Plus Equity Fund
Schroder Dana Istimewa
Schroder Dana Prestasi
Ashmore Dana Progresif
Nusantara

Ashmore Dana Ekuitas Negara

«  Manulife Dana Saham
«  Manulife Greater Indonesia Fund
« BNP Paribas Astro

Credit Card

« OCBC NISP Platinum Credit Card
« OCBC NISP Titanium Credit Card

Sharia Banking

- Deposito iB
«  Giro Mudharabah iB
- GiroWadiah iB

- KPKBiB

« KPRMMQ B

+ KPR Murabahah iB
«  SimPeliB

+ Tabungan Komunitas iB

+ Tabungan Mudharabah iB
- TakaiB

+ TakaiBInsurance

- TandaiB

- TandaiBValas

- Tabunganku iB

Consumer Loan

- Kredit Kepemilikan Rumah (KPR)
- Kredit Kepemilikan Mobil (KPM)
«  Kredit Multi Guna (KMG)

OCBC NISP Premier Banking

Premier Banking

Bank OCBC NISP 2016 Annual Integrated Report



Trust Service Products

Paying Agent
Investment Agent
Borrowing Agent

Commercial Products

Demand Loan

Fixed Loan

Investment Loan

Kredit Rekening Koran (KRK)

Financing Program

Commercial Transportation Vehicle

Financing Program

Computer Project Financing
Program

Heavy Equipment Financing
Program

Oil and Gas Financing Program

Cash Management Products

Bank Draft

Business Smart

Business Signature

Bulk Payment

Collection

Deposito Devisa Hasil Ekspor
Deposito Nasabah Bisnis
eAlerts@ocbcnisp
eStatement

Giro Multicurrency
GiroUmum

Pembayaran Pajak MPN G2
Layanan Pengambilan &
Pengantaran Uang Tunai

Bank OCBC NISP 2016 Annual Integrated Report

Remittance
Titipan Warkat
Velocity@ocbcnisp
Virtual Account

Trade Finance Export

(Export & Local Sales
Services & Financing)

Bill Purchase (BP)

Clean Negotiation / Discounting
LC / SKBDN Confirmation

LC / SKBDN Transfer

Outward Documentary Collection
Pre Shipment Financing (PSF)
Forfaiting

Trade Receivables Financing (TRF)

Trade Finance Guarantee

Bank Garansi

SBLC

Import Bills Avalization
Shipping Guarantee

Trade Finance Import

(Import & Local Purchase
Services & Financing)

LC/SKBDN lIssuance

Inward Documentary Collection
Trust Receipt Financing

Trade Purchase Financing (TPF)

Usance Payable at Sight (UPAS)

Electronic Banking Services

ATM
Autopayment
CALL OCBC NISP
EDC OCBC NISP
Internet Banking
Mobile Banking
SMS Banking

Treasury Products

(Foreign Exchange(FX) and
FX Derivative)

Extended Flexi Multi Currency
Transaction Forward (Extended
FMCT Forward)

FX Forward

FX Option

FX Spot

FX Swap

FX Today

FXTomorrow

Treasury Products

(Interest Rate Derivative)

Cross Currency Swap
Interest Rate SWAP

Treasury Products
(Debt Securities)

Government Bonds

Treasury Products

(Structured Product for Investment)

Dual Currency Return (DCR)

Dual Currency Return with Knock-
In & Knock-Out Option (DCR KIKO)
Forward Linked Deposit (FLD)
Principal Protected Deposit (PPD) -
One Touch

Principal Protected Deposit -
Double No Touch (PPD-DNT)
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ORGANIZATION STRUCTURE

General Meeting of Shareholders

r Sharia Supervisory Board

Board Risk Committee .
Board of Directors

Credit Risk
Management Committee

Market Risk President Director

Management Committee

Parwati Surjaudaja
ALCO

Operational Risk
Committee

Fraud Committee

Wholesale Banking
Director

Enterprise Banking
Director

Retail Banking
Director

. . Treasury Director
IT Steering Committee

Johannes Husin

Low Seh Kiat (Thomas)

Martin Widjaja Emilya Tjahjadi

Human Capital Commitee
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VISION, MISSION AND
CORPORATE CULTURE (c4-se1

Vision

To be the Bank of choice with world-class standards
recognized for its care and trustworthiness

Bank OCBC NISP conducts its business and work as an honorable corporate citizen and able to grow

together continuously with the society in a sustainable manner by:

» Providing and developing innovative and high quality financial services that exceeding growing
people’s expectations with optimum results.

e Developing and maintaining cooperation networks based on mutual trust.

» Creating a work environment that ensures the growth of professionalism and organizational renewal
with a familial spirit.

e Building public trust through ethical, caring and prudent behaviors.

OCBC NISP one

Employees think and act for the same purpose by putting
the interests of Bank OCBC NISP above the interests of
groups and individuals.

Professionalism
Employees are proud as a professional and always
responsible for every action.

Integrity
Employees consistently implement integrity in their actions
and words.

Customer Focus
Employees continue to focus on clients in every respect.

Bank OCBC NISP’s Vision, Mission and Corporate Culture have regularly been reviewed by the Board of Commissioners and
the Board of Directors to be in line with business development. Last review was conducted in 2012.

Bank OCBC NISP 2016 Annual Integrated Report




PROFILE OF THE BOARD OF COMMISSIONERS

Pramukti Surjaudaja
Chairman

Indonesian citizen, 54 years old.
Domicile: Jakarta, Indonesia

Chairman of Bank OCBC NISP since December 16, 2008.

Work Experience:

+ 1987-1989: Executive Trainee in Daiwa Bank (now
Resona Bank) New York, London and Tokyo.

« 1989 -1997: Director of Bank NISP

+ 1997 - 2000: Commissioner of Bank OCBC Indonesia

+ 1997 - 2008 : President Director of Bank NISP

« 2004 - now: Non Executive Director OCBC Bank

Organization:
Currently, he holds various senior positions in business
associations, universities and educational charities.

Education:
He attended Executive Programs at Stanford University,
Massachusetts Institute of Technology, University of

Pennsylvania, INSEAD, SESPIBI XVI (Bank Indonesia

Top Management Training Program) and recipient

of Scholarship program in International Relations of
International University of Japan, Niigata-Japan. He
earned his MBA in Banking from Golden Gate University,
USA (1987) and BSc in Banking and Finance from the San
Francisco State University, USA (1985).

He has been awarded the following:

+  Best CEO Award 2004 - SWA Magazine

+  Best CEO Award 2006 - Business Review Magazine

+  Most Prominent Banker Award 2006 - Investor
Magazine

« Outstanding Entrepreneur Awards 2008 - Asia Pasific
Entrepreneurship

History of appointment as member of the Board of
Commissioners:

« Initial appointment: 2008

* Reappointment: 2011 and 2014

Peter Eko Sutioso
Deputy Chairman
(Independent Commissioner)

Indonesian citizen, 76 years old.
Domicile: Bandung, Indonesia

Deputy Chairman of Bank OCBC NISP since November 24,
1998.

Work Experience:

+ 1965: He started his career in Bank NISP
+ 1972 -1997 : Director of Bank NISP

+ 1997-1998 : Commissioner of Bank NISP

Organization:

He is active in Perbanas (Indonesian Banking Association)
West Java as Chairman of Perbanas West Java (1983-1988)
and Board member of BMPD West Java (1977-1990).

Education:
He completed his studies in Law from the University of
Padjadjaran, Bandung (1965).

History of Appointment as Member of the Board of
Commissioners:

« Initial Appointment: 1997

» Reappointment: 2000, 2003

History of appointment as Independent Commissioner:

« Initial appointment: 2006

« Reappointment: 2009 and 2012

« Reestablished tenure of Independent Commissioner:
2014.

Roy Athanas Karaoglan
Independent Commissioner

An American citizen, 81years old.
Domicile: United States of America

Independent Commissioner of Bank OCBC NISP since
September 8,2003.

Work Experience:

« 1989 -1991: Senior Banking Specialist for Africa at the
World Bank

* 1994 -1997: Chief Banking Specialist of Central Capital
Markets Department

+ 1997-1998: Senior Banking Advisor at IFC

« 1998 - 2000: Associate Director of Credit Review
Department at IFC

Bank OCBC NISP 2016 Annual Integrated Report

« 2000-2011: Consultant at the International Finance
Corporation (IFC)

Education:

During his career, he has studied more than 1,500 banks or
financial institutions in 95 countries. He obtained his PhD
in Economics from Columbia University (1967).

History of appointment as Independent Commissioner:

+ Initial appointment: 2003

» Reappointment: 2006,2009 and 2012

» Reestablished tenure of Independent Commissioner:
2014
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PROFILE OF THE BOARD OF COMMISSIONERS

Samuel Nag Tsien
Commissioner

British citizen, 62 years old.
Domicile: Singapore

Commissioner of Bank OCBC NISP since December 12,
2012.

Work Experience:

* 1995-2006 : President and Chief Executive Officer of
Bank of America (Asia)

+ 2006 -2007: Before joining OCBC Bank, he served
as the Director of the Board, President and Chief
Executive Officer of China Construction Bank (Asia)

« Heisalso Group Chief Executive Officer of OCBC
Bank, Chairman of OCBC Wing Hang (China) Ltd.,and
served in the boards of major OCBC Group companies,
including Great Eastern Holdings, OCBC Bank

(Malaysia) Bhd, OCBC Al-Amin Bank Bhd, OCBC Wing
Hang Bank, Ltd and Bank of Singapore.

Organization:

Council Member of the Association of Banks in Singapore,
a member of the Monetary Authority of Singapore’s
Financial Centre Advisory Panel (FCAP) and Director of
Mabpletree Investments Pte Ltd.

Education:

He graduated with Honours from University of California,
Los Angeles (UCLA) (1977) with a degree of Bachelor of
Arts in Economics.

History of appointment as Commissioner:
« Initial appointment: 2012
» Reappointment: 2015

Jusuf Halim
Independent Commissioner

Indonesian citizen, 60 years old.
Domicile: Jakarta, Indonesia

Independent Commissioner of Bank OCBC NISP since
October 11,2006.

Work Experience:

* 1994 -1998: Chairman of Financial Accounting
Standards Committee, the Indonesian Institute of
Accountants

« 2003 -2007: Chairman of CPA Examination Board, the
Indonesian Institute of Accountants

+ 2013 —now: Member of Honorary Board, the
Indonesian Institute of Audit Committee

+ Previously served among others as a Public
Accountant for 23 years.

« 2014 -now: Member of Advisory Board, the
Indonesian Tax Accountants Compartment

« 2016 -2019: Member of Certification Board,the
Indonesian Institute of Audit Committee

« 2016: Lecturer at the Graduate Accounting School,
Faculty of Economics. University of Indonesia.

Education:

Earned PhD in Strategic Management from the University
of Indonesia (2009), Master of Law from Pelita Harapan
University (2003) and Bachelor of Accounting from the
University of Indonesia (1982).

History of appointment as Independent Commissioner:
« Initial appointment: 2006

« Reappointment: 2009 and 2012

« Reestablished tenure of Independent Commissioner:

Lai Teck Poh
(Dua Teck Poh)
Commissioner

Organization: 2014
+ 2014 -now : Member of Advisory Board, the Institute
of Indonesia Chartered Accountants
Singaporean citizen, 72 years old. Education:

Domicile: Singapore
Commissioner of Bank OCBC NISP since August 29, 2008.

Work experience:

+ 1968 -1986: Head of Corporate Account Management
at Citibank N.A

» 1986 - 1987: Managing Director/CEO at Citicorp
Investment Bank (Singapore)

+ 1988 - 2010: Head of Group Audit at OCBC Bank

+ Now: He also holds the position of Non-Executive
Director of OCBC Bank, OCBC Bank (Malaysia) Bhd,
OCBC Al-Amin Bank Berhad, and AV Jennings Ltd.

Participated in the Risk Management Training at
INSEAD (2003), Executive Development Program in
Cornell University, USA (1977), as well as various training
programs in the areas of Risk Management, Accounting,
GCG and Management. Received Bachelor of Arts (Hons)
from the University of Singapore in 1968.

History of appointment as Commissioner:
« Initial appointment: 2008
+  Reappointment: 2011 and 2014

Kwan Chiew Choi
Independent Commissioner

Singaporean citizen, 67 years old.
Domicile: Singapore

Commissioner of Bank OCBC NISP since January 1, 2011.

Work Experience:

* 1973-1982:Loans Department Manager in Sumitomo
Bank Ltd, Singapore Branch

+ 1983:General Manager in Hock Seng Hardware Pte,
Ltd

+ 1984 -1987: Vice President of Corporate Banking in
First National Bank of Chicago, Singapore Branch

« 1987 -2008: Senior Vice President & Head Credit
Control and Approval in OCBC Bank Ltd

« 2008 -2010: Independent Commissioner in PT Bank
OCBC Indonesia

Education:
He graduated from University of Singapore with a degree
of Bachelor of Social Science (Honours) (1971).

History of appointment as Independent Commissioner:

+ Initial appointment: 201

« Reestablished tenure of Independent Commissioner:
2014

Hardi Juganda
Commissioner

Indonesian citizen, 58 years old.
Domicile: Bandung, Indonesia

Commissioner of Bank OCBC NISP since July 17,2012.

Work Experience:

+ 1985:Joined Bank NISP and handled various positions
in various functions.

+ 1991-1997: Head of Asia Afrika Bandung Branch, Bank
NISP

+ Heserved as Director of Bank OCBC NISP for 15 years.

Education:

He earned his Bachelor’s degree in Law from University
of Parahyangan, Bandung (1985). In 1989, participated in
SESPIBANK (LPPI Banking Management Institute).

History of appointment as Commissioner:
+ Initial appointment: 2012
» Reappointment: 2015

Bank OCBC NISP 2016 Annual Integrated Report



PROFILE OF THE BOARD OF DIRECTORS

Parwati Surjaudaja
President Director

Indonesian citizen, 52 years old.
Domicile: Jakarta, Indonesia

President Director of Bank OCBC NISP since December 16,
2008.

Work Experience:

+ 1987-1990: Senior Consultant at SGV Utomo/Arthur
Andersen

* 1990 -1997: Managing Director at Bank NISP handling
various responsibilities including Human Resources,
Financial and Planning.

+ 1997 -2008: Deputy President Director at Bank NISP

Organization:

Board Member Perbanas from 2012 to present and Board
Member of Indonesian Bankers Association from 2011 to
present.

Education:

SESPIBI XVII (Bank Indonesia Top Management Training
Program), 1992. Executive Programs from Columbia
University and Harvard University. MBA (Accounting) from
the San Francisco State University, USA (1987). BSc Cum
Laude (Accounting and Finance) from the San Francisco
State University, USA (1985).

Awarded the following:

+ 99 Most Powerful Woman in Indonesia (2009-2013) -
Globe Asia Magazine.

« The Best CEO - Bisnis Indonesia Award 2015 — Bisnis
Indonesia Newspaper.

+ The Best CEO 2016-Majalah SWA, Ipsos and Dunamis
Organization Services

« Indonesia 100 Business Woman of The Year - SWA
Magazine (2016)

« Top 50 Asia’s Power Business Woman from Forbes Asia
Magazine (2016)

History of appointment as President Director:
« Initial appointment: 2008
+ Reappointment: 2011 and 2014

Yogadharma Ratnapalasari
Director of Operation &
Information Technology

Indonesian citizen, 53 years old.
Domicile: Jakarta, Indonesia

Director of Bank OCBC NISP since October 27,2003.

Work Experience:

+ 1988-1997:Joined Bank NISP and handled various
positions and functions.

« 1997-2002: Assistant Director at Bank NISP

« 2000 - 2003: Commissioner of PT NISP Sekuritas

Education:

Holds a Masters Degree from Sekolah Tinggi Manajemen
Bandung (1997) and a Bachelor’s degree from the Faculty
of Civil Engineering, University of Parahyangan, Bandung
(1988).

History of appointment as Director:
+ Initial appointment: 2003
+ Reappointment: 2006, 2009, 2012 and 2015

Rama Pranata Kusumaputra
Director of Compliance

Indonesian citizen, 51 years old.
Domicile: Jakarta, Indonesia

Director of Bank OCBC NISP since July 3, 2006.

Work Experience:

+  Previously held numerous positions in Bank Bali for 11
years, with last position as General Manager.

+ 2001:Joined Bank NISP since 2001 as Regional
Coordinator of Jabodetabek.

« 2005:Assistant Director and promoted as Director.

Education:
Holds a degree in Bachelor of Economics from Catholic
University of Atmajaya, Jakarta (1989).

History of appointment as Director:
+ Initial appointment: 2006
+ Reappointment: 2009, 2012 and 2015

History of appointment as Director in charge of
compliance since 2008. Reappointment as Director in
charge of Compliance: 2009, 2012, and 2015.

Emilya Tjahjadi
Director of Enterprise

Indonesian citizen, 48 years old.
Domicile: Jakarta, Indonesia

Director of Bank OCBC NISP since May 13, 2011.

Work Experience:

* 1991-1996: Senior Relationship Manager of Corporate
Banking, Jakarta in Standard Chartered Group, Jakarta
and Singapore

+ 1996 - 2002: Director of Corporate Banking at
American Express Bank Ltd.

+ 2003 -2009: SVP and Head of Commercial Banking
MME at HSBC Bank Ltd, Jakarta

+ 2009 - 2010: Director of Bank OCBC Indonesia

Bank OCBC NISP 2016 Annual Integrated Report

Education:
Holds a Bachelor of Science in Business Administration
from the University of Southern California, Los Angeles,
USA (1990)

History of appointment as Director:
+ Initial appointment: 20m
» Reappointment: 2014
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PROFILE OF THE BOARD OF DIRECTORS

Hartati

Director of Financial and
Planning

(Independent Director)

Indonesian citizen, 50 years old.
Domicile: Jakarta, Indonesia

Director of Bank OCBC NISP since May 13, 2011.
Independent Director of Bank OCBC NISP since April 7,
2014

Work Experience:

« 1984-2001: Served in various positions in Bank Bali
for 17 years, with last position as Financial Control
Department Head (Vice President).

+ 2001 -2005: Accounting Group Head (Senior Vice
President) in Bank Mandiri.

« 2005: Joined Bank OCBC NISP with last position as
Chief Financial Officer.

Education:

Graduated with Masters in Management from Pelita
Harapan University Jakarta (2004). Bachelor in Economics
from University of Indonesia Jakarta (1995). Baccalaureate
in Accounting from Accounting Academy Sjakhyakirti
Palembang (1986).

History of appointment as Director:
« Initial appointment: 201m.
» Reappointment: 2014.

Martin Widjaja
Director of Wholesale
Banking

Indonesian citizen, age 44.
Domicile: Jakarta, Indonesia

Director of Bank OCBC NISP since September 10, 2012.

Work Experience:

« Has more than 19 years of experience in the
banking sector, with the last 12 years in HSBC with
last position as Senior Vice President & Head of
International and Large Local Corporation (2010-2012).

Education:

Master of Business Administration (1996) and Bachelor
of Science, Cum Laude (1995) from Chapman University,
Orange, California, USA.

History of appointment as Director:
+ Initial appointment: 2012
» Reappointment: 2015

Andrae Krishnawan W
Director of Network

Indonesian citizen, 50 years old.
Domicile: Jakarta, Indonesia

Director of Bank OCBC NISP since July 29, 2013.

Work Experience:

« Has more than 24 years of experience in the banking
industry with last position as Regional Head of Bank
International Indonesia. Joined Bank OCBC NISP since
2006 with last position as National Commercial
Business Head.

Education:

Bachelor of Business Administration majoring Marketing
& Management from ST Edward’s University Texas, USA
(1990).

History of appointment as Director:
« Initial appointment: 2013
« Reappointment: 2016

Johannes Husin
Director of Treasury

Indonesian citizen, 43 years old.
Domicile: Jakarta, Indonesia

Director of Bank OCBC NISP since July 29, 2013.

Work Experience:

« 201 :Joined Bank OCBC NISP with last position as
Treasurer. More than 19 years of experience in Treasury
in several local and foreign banks in Indonesia

including Bank Dagang Nasional Indonesia., ABN
Amro, Standard Chartered, Danamon, JP Morgan

Education:
MBA degree from The University of Rhode Island (1996)
and BSC in Economics from The University of lowa (1995)

History of appointment as Director:
« Initial appointment: 2013
» Reappointment: 2016

Low Seh Kiat
Director of Retail Banking

Singaporean citizen, 52 years old.
Domicile: Jakarta, Indonesia

Director of Bank OCBC NISP since August 30,2013.

Work Experience:

+ 2005 -2010: VP Business Head of Emerging Business
OCBC Bank - Singapore

« 2010 - 2013: Joined Bank OCBC NISP in 2010 with
the last position as Director of National Emerging
Business Head

Education:
Earned MBA Degree from Indiana State University, USA
(1991).

History of appointment as Director:
«+ Initial appointment: 2013
» Reappointment: 2016

Joseph Chan Fook Onn
Director of Risk
Management

Malaysian citizen, 53 years old.
Domicile: Jakarta, Indonesia

Director of Bank OCBC NISP since 7 April 2014.

Work Experience:

« Has more than 25 years of experience in the banking
industry including internal and external audit.
Previously worked in OCBC Bank Singapore and

Malaysia, with last position in OCBC Group Risk
Management (2014).

Education:

Holds an MBA from University of Southern Queensland,
Australia (2013) and Bachelor of Business (Accounting)
from Monash University, Australia (1992).

History of appointment as Director:
+ Initial appointment: 2014.
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20 Largest Shareholder and Percentage of Ownership as of December 31,2016

)
o
1 OCBC OVERSEAS INVESTMENTS PTE. LTD 9,760,695,612 85.08% 3
2 UDAYAWIRA UTAMA, PT 288,975,468 2.52% g
3 HSBC-FUND SERVICES, CAM-GTF LTD 269,519,392 2.35% °
4 BP2S LUXEMBOURG S/A ABERDEEN GLOBAL ASIAN SMALLER COMPANIES FUND 233,116,812 2.03%
5 SURYASONO SENTOSA PT 207,162,689 1.81% =
6 BP2S LONDON S/A ABERDEEN ASIAN SMALLER COMPANIES INVESTMENT TRUST PLC 148,373,583 1.29% 0%
]
7 BP2S LUXEMBOURG S/A ABERDEEN GLOBAL EMERGING MARKETS SMALLER COMPANIES FUND 89,722,543 0.78% 5
3
8 HSBC-FUND SERVICES, RAFFLES-ASIA INVESTMENT COMPANY 78,153,326 0.68% "O'
9 SSBTC FSIA S/A FSI ICVC-STEWART INV ASIA 72,229,100 0.63% §
10 SSBAM4N S/A ABERDEEN EMERG MRKT SM CF 62,072,195 0.54% %
1 BP2S SINGAPORE 52,943,133 0.46% ;
12 JPMCB-PACIFIC ASSETS TRUST PLC 49,825,300 0.43% ;;
13 SSB DRQH S/A ABERDEEN INDONESIA FUND 35,730,884 0.31% %
14 JPMCB-THE SCOTTISH ORIENTAL 35,504,200 0.31% ’
15 JPMCB NA RE-NORTHERN TFSGL/SAUDI ARAMCO 30,598,435 0.27%
16 NORTHERN TRUST COMPANY S/A LOCKHEED MARTIN CORP 11,405,622 0.10% g
a
17 RBC ISB SA DANSKE INVEST GLOBAL EMERGING 7,814,650 0.07% 9
18 DANSKE BK/CLIENTS, UCITSHOLMES KANAL 7,372,175 0.06% '5
19 KARMAKA SURJAUDAJA 3,230,643 0.03% %
20  CIMB SECURITIES (SINGAPORE) PTE LTD 2,459,241 0.02% g
]
a
o

Shareholders Composition and Percentage of Ownership

December 31,2016 December 31, 2015
Shareholders
Number of Shares Number of Shares 3

OCBC Overseas Investment Pte. Ltd. 9,760,695,612 85.08% 9,760,695,612 85.08%

Ay1j1qisuodsay |e1os ajelodiod

Board of Commissioners:

O ()
Pramukti Surjaudaja 225,97 Qe 113,439 ok
Board of Directors: o o
Parwati Surjaudaja 1,483,210 0.01% 1,483,210 0.01%
Other Shareholders 17102436 11.01% 1710.356.22 1.91%
(ownership interest each below 5%) /710,243,693 4-917% 1710,350,225 4.917%
Total 11,472,648,486 100.00% 11,472,648,486 100.00%
-
2
Total Shareholders Composition and Percentage of Ownership Based on Institution/Individual and Local/Foreign 2.
QU
w
December 31,2016 December 31, 2015 g
m
Shareholders Number of Number of % 3
Shareholders Shareholders ° =
Local Institution Ownership 48 4.36% 59 4.36%
Foreign Institution Ownership 60 95.50% 49 95.47% -
Local Individual Ownership 647 0.14% 650 0.17% 5
o
Foreign Individual Ownership 18 0.00% 20 0.00% %
Total VT 100.00% 778 100.00% g
1Y
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SHAREHOLDER COMPOSITION

COMPANY’S GROUP STRUCTURE

Selat (Pte) Ltd

10.99%

Lee Foundation

4.32%

Others

84.69%

Oversea-Chinese Banking

Corporation Ltd (OCBC Bank)

Others

12.25% I Great Eastern Holdings Ltd

100.00%
PT Han Yang Great Eastern Life Assurance
Primatama Co Ltd

0.84% \

PT Great Eastern Life Indonesia

LIST OF SUBSIDIARY AND/OR BRANCHES

Bank OCBC NISP does not have subsidiary.

100.00%

OCBC Overseas Investments

85.08%

Public

14.92%

PT Bank OCBC NISP Tbk

95.10%

PT Farnella
Mandiri Utama

PT OCBC Sekuritas Indonesia

List of Branches Bank OCBC NISP is stated on page 363 of this Annual Integrated Report.

AFFILIATED COMPANIES

PT Great Eastern Life Indonesia
PT OCBC Sekuritas Indonesia

Bank OCBC NISP 2016 Annual Integrated Report
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Bonds" and Other Securities of Bank OCBC NISP

0
o
Nominal Amount | Interest Maturit =
Bonds Years Tenor |Effective Date y Rating Notes S
(Rp) Rate Date g
<
Subordinated 2010 880,000,000,000 11.35% 7 years June 24,2010  June 30, AA (idn) Outstanding g
Bonds Il Bank p.a. without 2017 (PT Fitch Ratings =
OCBC NISP 2010 Call Option Indonesia) ®
Continuous 2013 A 973,000,000,000 6.40% 370days  Februarym, March 1, id AAA (PEFINDO) & Repaid
Bonds | Phase pa. 2013 2014 AAA (idn) (PT Fitch
I Bank OCBC Ratings Indonesia) %
NISP With 5
Fixedzlﬁgreslt B 529,000,000,000 6.90% 2 years February 11, February id AAA (PEFINDO) & Repaid o§
p-a. 2013 19,2015 AAA (idn) (PT Fitch 3
Rate H
Ratings Indonesia) 3
C 1,498,000,000,000 7.40% 3 years February 11, February id AAA (PEFINDO) & Repaid g
p.a. 2013 19,2016 AAA (idn) (PT Fitch 2
Ratings Indonesia) §~
Medium Term 2013 - 900,000,000,000 7.00% 3 years - April 18, id AAA (PEFINDO) Repaid )
Notes | Bank p.a. 2016 =
OCBC NISP z
Continuous 2015 A 1,095,000,000,000 9.00% 370days  Februarym, February id AAA (PEFINDO) & Repaid E
Bonds | Phase p-a. 2013 20,2016 AAA (idn) (PT Fitch
I Bank OCBC Ratings Indonesia)
NISP ith
Fixedzltr:;zrv:;t B 670,000,000,000 9.40% 2years February 11, February id AAA (PEFINDO) & Outstanding? a
Rate p.a. 2013 10,2017 AAA (idn) (PT Fitch S
Ratings Indonesia) %
C 1,235,000,000,000 9.80% 3 years February 11, February id AAA (PEFINDO) & Outstanding 5
p.a. 2013 10,2018 AAA (idn) (PT Fitch g
Ratings Indonesia) o
o
Continuous 2016 A 837,000,000,000 7.50% 370days  April 29,2016  May 21, id AAA (PEFINDO) Outstanding %
Bonds Il Phase p.a. 2017 =
I Bank OCBC ) ) ) ]
NISP 2015 With B 380,000,000,000 8.00% 2years April 29,2016 May 11, id AAA (PEFINDO) Outstanding a
Fixed Interest p-a. 2018
Rate C 783,000,000,000 8.25% 3 years April 29,2016 May 11, id AAA (PEFINDO) Outstanding
p.a. 2019

1 Entire Bonds of Bank OCBC NISP are listed on Indonesia Stock Exchange
2 Repaid on February 10,2017

Rating As of December 31,2016
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Outlook Stable Outlook Stable

National - Long Term AAA (idn) Corporate Rating idAAA

Foreign Currency, Long Term Rp BBB Continuous Public Offering of Bonds | & Il Bank OCBC idAAA

NISP =

Foreign Currency, Short Term Rp F3 5
>

Local Currency, Long Term Rp A- 'ni

Individual Rating C/D §
m

Support Rating 2 %
3

Viability Rating bb @

Subordinated Bonds Il of Bank OCBC NISP 2010 AA (idn)

Continuous Public Offering of Bonds | Bank OCBC NISP AAA (idn) &
o
=]
2
QU
o
o
oL
1Y
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CHRONOLOGY OF SHARE LISTING

Before Corporate Ac
Additional

Corporate Action Listing Date Shares Issued Listed Shares
(Share) (Shares)

1 Initial Public Offering (IPO) - October 20,1994 - - 62,500,000
2 1tStock Split (1-for-1) February 3,1997 62,500,000 155 62,500,000
3 1*tBonus Stocks (5-for-2) February 28,1997 125,000,000 159 50,000,000
4 1t Stock Dividend (25-for-9) December 4,1998 175,000,000 102 63,000,000
5 2" Bonus Stocks (100-for-33) December 4,1998 238,000,000 102 57,750,000
6  1'RightsIssue - December 18,1998 295,750,000 81 253,471,865
7 2" Stock Split (1-for-1) November 4,1999 549,221,865 259 549,221,865
8 2" Rights Issue - January 18, 2001 1,098,443,730 19 117,432,571
9  3“RightsIssue - July 2,2002 1,215,876,301 184 810,584,200
10 39 Stock Split (1-for-1) February 13,2003 2,026,460,501 186 2,026,460,501
1 2" Stock Dividend (4-for-100) October 7,2003 4,052,921,002 298 81,058,420
12 4" Rights Issue - November 24,2005 4,133,979,422 786 801,992,008
13 5'"Rights Issue - May 8,2007 4,935,971,430 838 878,602,915
14 New Share issued in relation with Merger - January 3,201 5,814,574,345 1,601 1,227,368,320
15 6™ Rights Issue - June 5,2012 7,041,942,665 1,242 1,506,975,730
16 7" Rights Issue - November 13,2013 8,548,918,395 1,220 2,923,730,091
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Shares Data

Nominal . . g
Offering Price - 5
Shares Issued ; Value Rp) Shares Issued Shares Listing 3
(Rp) P End of Year 5
(Share) P (Share) &
2
62,500,000 1 1,000 100 December 31,1 1 62.500.000 Indonesia Stock %
0% 3 ' > 31994 43 1500, Exchange
Indonesia Stock
125,000,000 166 500 - December 31,1997 89 175,000,000
Exchange
=
175,000,000 156 00 . December 311 8 175.000.000 Indonesia Stock §
000 ° > 311997 K 75,000 Exchange o
238,000,000 n 00 . December 31,1998 81 RNRE Indonesia Stock %
38,000, 3 5 31,199 549,221,865 e 2
Indonesia Stock 8
295,750,000 n3 500 - December 31,1998 81 549,221,865 Exchange E
(=]
Indonesia Stock >
549,221,865 86 500 500 December 31,1998 81 549,221,865 R s
>
1,098,443,730 302 250 - December 31,1999 280 1,098,443,730 Indonesia Stock 3
Y ’ e Exchange <
4
Indonesia Stock
1,215,876,301 19 250 400 December 31,2001 90 1,215,876,301 Exchange
2,026,460,501 18 250 o December 31, 2002 ] 2.026.460,501 Indonesia Stock o
,026,460,5 4 5 405 31, 77 ,026,460,5 Exchange §
Q.
052,921,002 191 12 . Decemberzii200 a - Indonesia Stock 5
4,052,921, 9 5 31,2003 344 4,133,979,4 Exchange §
1 22 2 12 - December 31,200 1 22 Indonesia Stock %
4,133,979,4 94 5 31,2003 344 4,133,979,4 Exchange o
<
1,430 o) 12 o December 21, 200 o T Indonesia Stock g
4,935,971,43 703 5 75 31,2005 7 4,935,971,43 Exchange 5
a
Indonesia Stock ®
5,814,574,345 838 125 800 December 31,2007 848 5,814,574,345 Exchange
Indonesia Stock
7,041,942,665 1,517 125 - December 31,20m 1,017 7:041,942,665 e
8,548,918,395 1,193 125 1,000 December 31,2012 1,520 8,548,918,395 Indonesia Stock
U ' ' ’ ’ P Exchange
Indonesia Stock
11,472,648,486 1,230 125 1,200 December 31,2013 1,230 11,472,648,486

Exchange
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CAPITAL MARKET

SUPPORTING INSTITUTIONS

Share Registrar

PT Sirca Datapro Perdana

Jl.Johar No. 18, Menteng

Jakarta 10340 — Indonesia

Telp : (62-21) 314 0032,390 0645
Fax : (62-21) 390 0652,390 0671
Website : www.sircadp.com

DOMESTIC

PT Pemeringkat Efek Indonesia (Pefindo)

Panin Tower, Senayan City It.17
JI. Asia Afrika Lot 19

Jakarta 10270, Indonesia

Telp : (62-21) 7278 2380
Fax : (62-21) 7278 2370
Website : www.pefindo.com

PT Fitch Ratings Indonesia

DBS Bank Tower 24th Floor, Suite 2403
JI. Prof Dr. Satrio Kav. 3-5

Jakarta 12940, Indonesia

Telp : (62-21) 2988 6800

Fax : (62-21) 2988 6822
Website : www.fitchratings.co.id

PT Bank Mega Tbk

Menara Bank Mega Lt.16 Kav.12-14 A
Jakarta 12790

Telp : (62-21) 791 75000

Fax : (62-21) 799 0720
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2016 ACCOLADES

January

CSR Award which Implement the program
based on target from Provincial Government
of DKl Jakarta

May

Parwati Surjaudaja as The Best CEO 2016
Versi SWA, Ipsos and Dunamis Organization
Services

June

1%t Best Performance ATM Islamic Business
Unit Banking in Service Excellence Award
from Infobank & MRI Jakarta

July

Silver Award 2015 in Vision Awards Annual
Reports Competition from League of
American Communications Professionals
Florida

July

Indonesia Foreign Exchange Bank of
The Year in ABF Wholesale Banking
Awards from Asian Banking & Finance
Magazine Singapore

July

Indonesia Domestic Technology and
Operations Bank of The year in ABF
Wholesale Banking Awards from Asian
Banking & Finance Magazine Singapore

Bank OCBC NISP 2016 Annual Integrated Report

10.

1.

12.

July

Mobile Banking Initiative of The

Year - Indonesia in ABF Retail Banking
Awards from Asian Banking & Finance
Magazine Singapore

July
SME Bank of The year - Indonesia in ABF

Retail Banking Awards from Asian Banking &
Finance Magazine Singapore

July

Website of The Year - Indonesia in ABF Retail
Banking Awards from Asian Banking &
Finance Magazine Singapore

July

Best CRM Project in Indonesia Country
Awards Programme 2016 for Technology
Information from The Asian Banker
Singapore

July

Wealth Management of The Year Indonesia
Country Awards Programme 2016 for Retail
Financial Services from The Asian Banker
Singapore

August

Titanium Trophy for Financial Performance
"Best of The Best” 2000 - 2015 in Infobank
Awards from Majalah Infobank Jakarta

13.

14

15.

16

17.

18

September

The Best Sharia Business Unit in Indonesia
Banking Award from Majalah Tempo Jakarta

September

The Best Bank in Retail Banking Services in
Indonesia Banking Award 2016 (Asset 50 -
100 Triliun) from Majalah Tempo Jakarta

November

Top 50 Public Listed Companies from
Indonesian Institute for Corporate
Directorship (IICD)

November

The Best Responsibilities of The Board
from Indonesian Institute for Corporate
Directorship (IICD)

December

Most Reliable Title - Private Category
Nationwide Devisa in Best Banking Brand
2016 from Warta Ekonomi

December

Most Trusted Company in Corporate
Governance Perception Index 2016 Award
from The Indonesian Institute of Corporate
Governance Jakarta
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DISCUSSION AND
ANALYSIS
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BUSINESS REVIEW

Throughout the year

2016, Bank OCBC NISP
recorded a positive business
performance, which

caused by its focus on
sound banking activities
and strategic steps in each
segment.

Bank OCBC NISP 2016 Annual Integrated Report

RETAIL BANKING [DMA-PR]

Consumer Banking continues its
business development with focus

on continously improving current
accounts, savings accounts, and time
deposits, as well as upsurge in net
interest income and fee-based income
contribution.

Deposit Products

During 2016, Bank OCBC NISP
conducted several initiatives that
managed to increase total third party
deposit to Rp 103.6 trillion or increased
19% from Rp 87.3 trillion in 2015,
among others:

Performed campaign of TANDA
saving product as the main
product and flagship for acquiring
new customers and continued
TANDA POIN loyalty program such
as, Tanda 360, Tanda Valas and
Tanda Funtastrip Lottery.

Launch of Tabungan Simpel ON
alongside educational program on
the “Benefits of Savings at an Early
Age”.

Launched Tactical Program for
Tanda 360, Taka, Tanda Valas and

Deposits.

Going forward, the Bank will continue
to develop strategies for third party
deposit product growth gradually,
among others:
Developing third-party deposit
product capability with a
competitive cost structure and
account opening with simple and
convenient process.
Develop deposit products with
improved features and launch
innovative programs.
Develop e-channel facilities to
facilitate customer transactions.
Perform promotional and
communication programs through
conventional and digital media.

Third Party Deposits
Rp Trillion 4.8%

873

2015 2016

Third Party Deposits Composition
Percent (%)

60.6%

2016
. Current @ saving . Time
Account Account Deposits
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BUSINESS REVIEW

Consumer Loans

Bank OCBC NISP’s mortgage products,
which reached 82% of total consumer
loans, managed to record 9% growth
toRp 105 trillion at the end of 2016
from Rp 9.6 trillion in the previous
year.

Consumer Loan Composition
Percent (%)

2016
. Mortage . Multipurpose Auto
Loan & Others Loan

The 2016 performance was reached

by developing its strategies, among

others:
Launched KPR Kendali (mortgage
product) with a competitive
interest rate, duration and
flexibility to withdraw cash,
deposit and transactions across
Bank OCBC NISP networks.
Developed good relations with
property companies and property
brokers, and created collaboration
as well as promo packages.
Developed multi-purpose loans
(Kredit Multi Guna) with property
as a collateral with competitive
interest rates.

Bank OCBC NISP will boost consumer

loan growth by:

« Enhancement of products,
programs and services.
Development of referral and
cross-selling program with other
banking products.

Development of new channels
through cooperation with new
developers and property agents

Consumer Loan *)

Rp Trillion 4 o06%

2015 2016

*) including employee loan

Credit Card

The Bank’s credit card focused on
building brand equity through
excellent customer service which
delivers the best value to suit the
target market. One of them through
differentiation of current features
of the Titanium and Platinum credit
cards. Both products were targeting
the emerging affluent and premier
(affluent) customer segments. In
addition, Bank OCBC NISP has also
done a soft launch of the Voyage
Credit Card, which is intended for
customers with high net worth and
for those who love to travel.

The implemented strategies to
increase credit card transaction during
2016:
Conducted cross-selling especially
for the existing customers to
maintain portfolio quality and
loyalty.
Running tactical program to boost
utilization of credit cards.
Disseminated information
through the Bank’s website
to enhance the use of PIN in
transactions.
Expanded cooperation with
a number of merchants, both
nationally and globally.

Currently, customers are enjoying
the ease of transacting with over 44
million merchants collaborating with
Visa or MasterCard International, as
well as gaining several benefits from

various merchants of OCBC Bank from
overseas, especially in Singapore and
Malaysia.

Outstanding Credit Card
Rp Billion
f1 .5%

390

2015 2016

These strategies have successfully
boosted a positive performance for
this segment in 2016 as seen from
the total transaction volume and
outstanding value of Bank OCBC NISP
credit card increased by 7% and 17%
respectively compared to the previous
year.

Credit Card Transaction Volume
Rp Trillion
f .0%

2015 2016

Credit card segment will continue

developing its business by:

«  Continue cross-selling program
towards to customers.
Acquisition of new customers
by launching credit cards for
corporate customers to serve the
specific needs of this segment.
Expand the distribution of EDC
engine placement in a number of
business partners.

Bank OCBC NISP 2016 Annual Integrated Report



Wealth Management and
Premier Banking

Bank OCBC NISP’s Wealth
Management and Premier Banking
has always been in synergy with
insurance companies and investment
managers who have good credibility in
developing various products to meet
the customer’s needs.

During 2016, Bank OCBC NISP
conducted business development
through mutual fund and insurance
products with the following initiatives,
among others:
Launched five mutual funds
products, namely Batavia
Cemerlang 105 and 32, Super
Investlink Plan 101, Great Optima
Link 102 and BNP Paribas Cakra
Syariah USD.
Launched Bancassurance Hybrid
ILP, a Great Optima Link from
insurance partner Great Eastern.
Carried out joint event activities
with existing premier customers,
individual customers and other
communities.

Asset Under Management of Conventional
Mutual Funds
Rp Trillion ' 6.8%

2015 2016

The positive performance of Bank

OCBC NISP’s Wealth Management

and Premier Banking is evident in:
Total customer’s wealth of Bank
OCBC NISP’s managed by Wealth
Management and Premier Banking
increased respectively by 37% and
9%.
Total customers of wealth
management and Premier Banking

Bank OCBC NISP 2016 Annual Integrated Report

of Bank OCBC NISP also increased
in line with the increased in
managed funds.

ratio and net NPF ratio amounting to
2.0% and 1.6% respectively, below the
indicated requirement.

The Number of Premier Banking Customer

Persons
f1 .0%

19,280

2015 2016

SBU Third Party Deposits
Rp Trillion
f 1.9%

2015 2016

In the upcoming years, Wealth
management and Premier Banking
of Bank OCBC will continue business
development strategies, which are
based on:
Additional mutual funds,
bancassurance, and enhance
features to increase alternative
choices for customers.
Developing wealth management
products through electronic
media.
Launch various educational
programs and dissemination
of sustainable socialization of
financial planning awareness as
well as provide an understanding
of risk profile.
Conducting cross-selling
penetration and improving bank’s
internal synergy.

Sharia Business Unit (SBU)

Until the end of 2016, the Sharia
Business Unit (SBU) of Bank

OCBC NISP has shown significant
improvements as evident in growth of
financing and funding which reached
Rp 1.6 trillion and Rp 2.5 trillion
respectively. The Financing to Deposit
Ratio has also reached 64%.

Financing is always followed by
healthy asset quality as shown by
Gross Non Performing Financing (NPF)

SBU Third Party Deposits Composition
Percent (%)

66.3%

2016

Saving . Current
Account Acccounts

' Time Deposits

Total customers has increased by
13% to approximately 41 thousand
customers at the end 2016 from 36
thousand customers in the previous
year.

In 2016, the Sharia Business Unit (SBU)
Bank OCBC NISP opened 7 Sharia
Services Offices in Java, Sumatra and
Batam. In total SBU has now a total

of 10 Sharia Branch Offices and 277
Sharia Services Offices.

In the upcoming years, the strategy
of Sharia Business Unit of Bank OCBC
NISP will still focus on:
Development of sharia products
and services.
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BUSINESS REVIEW

Reinforcement of the capability of
human resources, infrastructure
and business processes including
the developmemt of expertise and
differentiation of focus of several
businesses.

Building of synergy with
conventional bank, covering

the development of branding,
network, distribution, technology
and operational systems, risk
management and others.

Funding Business

Funding Business segment focuses on
customers, individuals, or companies-
who do not require credit facilities
and/or do not have credit facilities.

Throughout 2016, Bank OCBC NISP
has strategically implemented raising
third party funds in a sustainable
manner through these initiatives
which include:
Increasing sustainable growth in
current accounts through new
customer acquisition programs or
maintaining existing customers.
Monitoring of the Account
Planning and its existing pipeline.
Increasing new customers to
reduce concentration risk of third
party funds.
Implementing product knowledge
refresher courses to the front
liners.

These strategies have successfully
boosted positive performance of the
Funding Business segment in 2016 as
evident on the increase in total third
party funds to Rp 17.1 trillion compared
to the previous year of Rp 14.2 trillion.

Going forward business development

strategies that have been set in

the previous year will be continued

consistently, including:
Enhancement of a systematic
customer acquisition channel by
optimizing branch network.
Upgrade sales productivity
through systematic sales activity
management.

Organization of a training
program focusing on Product
Knowledge and Selling Skills for
the front liners

Emerging Business Banking
(EmB)

Emerging Business Banking (EmB)
segment continues to focus on
strengthening the value proposition of
“simple, fast, and convenient” services
to meet the necessity of SME clients
with credit value of up to Rp 15 billion.

During 2016, Bank OCBC NISP
consistently maximized the
productivity of EmB network
services and implemented business
initiatives such as enhancing
parameters and scoring system to
accelerate credit process, enhance
sales team productivity and prepare
infrastructure for People Business
Credit Program in order to support
government program.

These strategies have boosted EmB’s
positive performance in 2016, as
evident in the upsurge of total loans
and deposits to Rp 13.3 trillion and Rp
1.4 trillion respectively, compared with
the previous year’s Rp 11.4 trillion and
Rp 1.2 trillion respectively.

Bank OCBC NISP will continue to
develop strategies in order to boost
EmB into a scalable business segment,
among others:
Performance of credit repair
methods and processes to identify
early signs of bad debt.
Sharpening the business focus
through analyzing customer
profiles and help Relationship
Manager (RM) focus on
profitability and quality of a good
target market.
Optimization of network of
branches to increase customer
acquisition.
Develop market share of the
People Business Credit Program
(KUR).

BUSINESS BANKING [DMA-PR]

Bank OCBC NISP manages productive
loans in Business Banking according to
business segments as follow:

Commercial Banking

Enterprise Banking

Wholesale Banking

Financial Institution

Transaction Banking

Commercial Banking
Commercial banking segment serves
commercial customers with annual
sales value of up to Rp 500 billion.

With high potential for business
sustainability, Commercial banking
segment focuses on improving its
ability to understand the details of
the customer’s business in order to
give the best solution that fits the
characteristics of each business.

In 2016, Commercial banking segment
has implemented business initiatives
in order to maximize the productivity
of its network services in all branches,
including:
Maintaining portfolio growth with
the implementation of specific
strategy to encourage business
growth in accordance with the
existing potential in each area.
Working closely with Transaction
Banking, Remmitance and Treasury
to keep improvements on product
quality and customer services.
Continue to encourage the growth
of its customers through the
acquisition of new customers.
Optimizing and improving credit
process continuously to achieve
an integrated, fast and reliable
credit process.

The strategies undertaken in 2016 has
encouraged positive performance, as
seen from the increase in loans and
deposits to Rp 13.5 trillion and Rp 4.9
trillion, respectively, compared to the
previous year of Rp12.7 trillion and Rp
4. trillion respectively.

Bank OCBC NISP 2016 Annual Integrated Report



In the future, the business
development strategies which had
been set in the previous year will be
continuously implemented by:
Continuing to encourage the
growth of its customers through
the acquisition of new customers.
Offering multi products for
customers with the product
team support in accordance with
customer needs.
Fixing credit process continuously,
in order to make it faster and more
responsive, while promoting the
principles of prudence.

Enterprise Banking

Enterprise Banking segment serves
commercial customers with annual
sales of Rp 500 billion to Rp 2 trillion.
Enterprise Banking focuses on
relationship banking, by leveraging
the knowledge of the industry and
understanding the needs of the
business and its customers.

In 2016, the Enterprise Banking
segment has carried out the following
business initiatives:
Optimized relationships with
customers and increased the
productivity of each Relationship
Manager (RM).
Increased the number of
customers and new groups,
enabling the reduction of risks in
credit portfolios and third party
fund.
Worked closely with Transaction
Banking and Treasury to increase
fee-based income.
Increased third party funds
especially current accounts.

These strategies have successfully
sustained the positive performance
of Enterprise Banking despite
turbulences in the economy. The
banking sector has not fully recovered
throughout 2016, as seen from slight
increase in loans, to Rp 28.2 trillion

in 2016 from Rp 25.3 trillion in the
previous year.

Moving forward, the business
development strategy that had been
set in the previous year will continue

Bank OCBC NISP 2016 Annual Integrated Report

to be implemented, among others:
Increase the number of new
customers in order to reduce
concentration of credit risk and
diversify the Bank’s income at the
same time.
Develop partnership opportunities
with other industries that has
good business prospects to
increase contribution from the
Trade Finance Services and
Treasury.
Launch several credit programs
to tap opportunities in
the goverment’s strategic
development programs.

Wholesale Banking

The Wholesale Banking segment
focuses into a chosen integrated
solution provider of large national and

multinational companies in Indonesia.

This segment distributes credit to
more than 200 corporate customers
with annual sales value of more than
Rp 2 trillion, mainly on potential
industrial sectors in Indonesia in line
with Target Market Risk Acceptance
Criteria (TMRAC).

The Wholesale Banking segment
continues to increase the capability in
delivering solutions that truly value-
added, including dedicated team of
Relationship Manager in Industrial
Specialist and Product Expert who
really understand the details of
customer’s business and their
respective industrial sectors, in order
to help identify opportunities and
support the achievement of business
growth of corporate customers.

Throughout the year 2016, the
Wholesale Banking segment
implemented the business initiatives
in order to maximize productivity,
including:
Increased the growth of credit
portfolio focused on industry
according to Target Market.
Consistently maintained the
quality of credit portfolio by
continuously promoting the
principle of prudence in the

process of granting credit facilities.

Encouraged the increase in third
party fund raising, both credit and
non-credit customers.

Increased the number of
customers and new groups in
order to reduce concentration risk
on credit portfolio and third party
fund.

Optimized relationship with
customers in order to increase the
contribution of fee-based income.

The strategy implemented have
successfully encouraged positive
performance of Wholesale Banking
segment in 2016 as seen from the
increase in loans and deposits to

Rp 25.0 trillion and Rp 30.4 trillion
respectively, compared to the previous
year amounting to Rp 24.3 trillion and
Rp 23.4 trillion respectively.

In the future, the business
development strategy that has been
set in the previous year will still be
consistently continued, including by:
Growing the credit portfolio
with focus on industries that
correspond with the target
market.
Applying the prudential principle
in the credit granting process, to
maintain good quality of the credit
portfolio.
Encouraging the growth of third
party funds, either from the
lending or non-lending customers,
while reducing the concentration
risk in both credit portfolio and
third party funds by observing the
addition of new customers.
Increase the contribution of
fee-based income by intensifying
the transactions of Treasury,
Trade Finance Services and Cash
Management.

Financial Institutions

The Financial Institutions segment
has been actively expanding
collaborations with financial
institutions such as banks, securities
companies, pension funds, insurance
companies and other non-bank
financial institutions. With a vast
network support from the OCBC
Group and an extensive cooperation
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BUSINESS REVIEW

with more than 700 corresponding
banks in more than 70 countries, the
Financial Institutions segment has the
capability to provide the best service
for a wide variety of transactions,
including International Trade Finance,
Remittance, retention of funds from
the insurance companies, pension
funds and sales of retail bonds.

The initiatives undertaken by the

Financial Institutions segment in 2016

includes:
Cooperating with the Treasury
Group in serving Money Market
transactions, Reverse Repo, buying
and selling of securities and
foreign exchange with banking
institutions and non-banks on a
selective basis to boost the growth
of fee-based income.
Improve cooperation with the
financial institutions in the field of
export-import through discounted
export bill in order to increase the
growth of funding especially from
the contributions of low cost fund.
Synergy with Cash Management
Team and Trade Finance and
related product offerings to
increase revenues from fee-based
income.

In the future, the business
development strategy that had been
set in the previous year will still be
continued consistently, including by:
Consistently optimizing the OCBC
Group network and expanding
correspondent bank networks to
improve its service to customers.
Increasing loan portfolio in the
form of short-term and long-term
working capital loans selectively to
finance companies and securities
firms.
Increasing the contribution
of placement of funds, either
from bank or non-bank financial
institutions.
In cooperation with correspondent
banks and internal units to
increase fee-based income.

Corporate Loans
(Wholesale and Financial Institution)
Rp Trillion

24.3

2015 2016

Transaction Banking Group
Transaction Banking Group which
consists of Trade Finance and Cash
management focuses on increasing
fee-based income contribution from
financing and export-import services,
client cash flow management, and

to improve the funding of current
accounts.

Various initiatives to improve its

service to customers was done in

the scope of Trade Finance in 2016,

including:
Developed Trade Finance
products and services including
product evaluation policies and
work procedures adapted to the
conditions and needs of customer
business.
Optimized the role of
Trade Counter to support a
comprehensive Trade Finance
services to its customers.
Developed Bank Trade System by
adding more features to improve
the capability and quality of trade
finance products and services.
Developed Value Chain Financing
scheme including expediting loan
approval process of the anchor
members who have formed a
partnership to increase the volume
of value chain business.

In the scope of Cash Management,
the efforts to increase the number of
clearing accounts and the acquisition

of fee-based income from the

management of client cash flow as

follows:
Ensure cash management
solutions are available to
customers, in addition to
monitoring the use of the service
by customers.
Continue to develop feature,
appearances and consistency of
customer interaction on the use
of Internet Banking application
(Velocity) adjusted to customers’
needs and technological
development.
Developing and/or adding a
feature of clearing accounts to be
able to provide superior banking
services for customers.

The efforts undertaken by Trade
Finance Services and Cash
Management to boost their
performance in 2016, as evidenced by:
Total Current accounts of Bank
OCBC NISP grew to Rp 24.5 trillion
in 2016 from Rp 22.5 trillion in the
previous year.
The number of user of Velocity
and Virtual Account increased
respectively by 33% and 23%
compared to the previous years.

In the coming year, both Trade Finance
Services and Cash Management will
continue to make breakthroughs in
product development and service
process respectively.

In the scope of Trade Finance Services,

some initiatives will be done such as:
Increase the volume of trade
finance with a focus on export-
oriented industries and/or
emerging one.
Optimize the role of Trade Counter
spread across 18 cities in Indonesia
to support a comprehensive Trade
Finance service of to its customers.
Improve the information system
capability of Trade Finance
Services to enhance and/or add
features available on the system.

Bank OCBC NISP 2016 Annual Integrated Report
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Meanwhile, in the scope of Cash Collaborated with the Business

Sales Growth of ORI o
Management, some initiatives will be Segments (Wholesale, Enterprise, Rp Billion o]
done in the coming year such as: Commercial/ Emerging and g
Develop and/or add features of Financial Institution) to increase g
clearing accounts products and volume of FX from customers who =
applications to provide superior have Treasury needs, including §
banking services for customers. product hedging.
Ensure the availability of effective Provided refreshment training to -
Cash Management solutions sales and marketing in the Bank’s 3
and the use of active service for branches to improve their ability 1084 g
customers. and understanding of offered - ?
Increase the utilization of Internet products. 2

Banking (Velocity) and e-tax.
Develop features, appearance

and consistency of customer
interaction on the Internet
Banking (Velocity) application
adjusted to customers’ needs and
technological developments.
Increase the level of knowledge
of the team which becomes the
target market so as to provide the

Organized investor gathering
including market outlook held in
various cities in Indonesia.

Income from Treasury
Rp Billion

2015 2016

Continuing this momentum, in 2017
the Treasury Group will continue
implementing business development
strategies set in the previous year,
such as:

best specific solutions for certain
sectors as well as to collaborate
with the entire community in the
industrial sector.

Treasury

The Treasury Group focuses on
innovating offered products to
accommodate customers’various
needs while promoting prudence and

transparency to the Bank’s customers.

The Treasury Group also actively
encourages collaboration with the
business segment to deliver the best
level of service.

Throughout 2016, the Treasury Group
has taken proactive steps to increase
revenue contribution, in addition
to ensuring liquidity to support the
growth of the Bank’s business. These
steps are as follows:
Performed management actively
and dynamically on liquid assets
portfolio.

786

2015 2016

Bank OCBC NISP 2016 Annual Integrated Report

Despite the economic challenges

in 2016 in Indonesia and upheavals
in the global market, the initiatives
undertaken by the Bank have
managed to boost positive
performance of the Treasury Group
by 75%, to Rp 1,061 billion from the
previous year of Rp 786 billion.

Implementation of diversification
of medium-term and/ or long-
term funding through bond
issuance or NCD or bilateral

loan in USD to adopt to market
conditions.

Launch of innovative and
customized products that can
provide flexibility in hedging over
the risks of foreign currency and
interest rate for customers.
Encourage wider and sustainable
internal training related with
Treasury products and services
that have been implemented and
planned for future execution,
relevant regulations and given risk
factors.

Hosting customer events on a
regular basis to strengthen good
relationship between Bank OCBC
NISP and customers, and provide
latest information on the global
and Indonesian economy which
are useful for clients.
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HUMAN RESOURCES

Bank OCBC NISP developed
comprehensive human
capital management
strategy as we believe that
business sustainability

will be achieved with full
support and dedication from
all employees.

Human Capital (HC) is a strategic key for the bank to achieve its vision and
mission. The bank improves its ability to attract, develop, and retain its talent by
implementing an integrated Human Capital framework. [G4-DMA]

Human Capital Framework

Bank OCBC NISP VISION - MISSION

Bank OCBC NISP = TOP TEN RANK
EMPLOYER OF CHOICE

Strategy : To be the Best Place to Work and Grow

HC Acquisition HC Development HC Retention HC Engagement

- Performance
Management

- Employee Value
Proposition &
Branding

- Talent and
Learning
Development

- Attracting the
Right Talent

- Effective internal
communication

- Link between
Reward &
Performance

- Continue internal
community
activities

- Competitive
Reward & Benefits
& Recognition

HUMAN CAPITAL ACQUISITION

HC acquisition efforts to attract the
right talent are closely related to

the Employee Value Proposition &
Branding. This value proposition is a
key factor that distinguishes the Bank
from the competitors and put it at
the top mind of potential employees
who want to build their career in

the banking industry in Indonesia. To
support that, the Bank strengthens
the recruitment functions by creating
a specialized recruitment function in
order to improve the capabilities in
accelerating the acquisition of human
resources.

Number of New Employees Recruited [G4-LA1]

To appreciate the internal talent, the
Bank prioritizes recruitment from
internal. In consideration of the
availability of the talent, internal and
external recruitment process can be
performed concurrently.

Fresh graduates hiring is directed

into two main channel: Banking
Academy and the Management
Associate Program. Banking Academy
is designed to train fresh graduates

in a particular field of expertise, while
the Management Associate Program
is designed as a program to accelerate
the fresh graduate to occupy
managerial positions.

2016 517 (41%)
2015 644 (43%)

745 (59%) 1,262 (100%)

851 (57%) 1,495 (100%)

Pro-hire recruitment is conducted using a referral program such as Staff Get
Staff, advertisement in mass media, job portals, websites, and social media

channels.
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New Employee Composition by Age Group and Gender [G4-LA1]

Age GI’OUP
>55 o
46-55 1
36-45 35
26-35 278
17-25 203
Total 517

HUMAN CAPITAL

DEVELOPMENT

The Bank continuously improve
the competencies of its employees
in the forms of training in
leadership, self-proficiency, as well
as technical capabilities that will
drive performance. The Bank has
also implemented HC development
program that includes Talent
Development and Performance
Management.

The intensive training program
conducted by the Bank is based

on the training roadmap, which is
aligned to the Bank’s target and
development needs of each unit. In

2016, the organization trained 68,663

participants as shown in the table
below.

o o o o

1 2 5 5

25 60 39 36
295 573 325 288
424 627 275 522
745 1,262 644 851

The Bank uses technology to promote
employee development. Development
through e-learning is considered to be
more effective and efficient to support
bank operation that currently covers
the entire territory of Indonesia.
Currently, the Bank has 56 e-learning
modules and still growing.

The Bank continues to identify HR
talents for leadership and strategic
position. These identified talents
are developed through a variety of
programs such as job rotation, job
promotion, training, mentoring, and
etc.

Table of Trainings Based on the Number of Participants

Types of Training

o o o o

10 4 3 7

75 53 42 95
613 314 285 599
797 294 549 843
1,495 665 879 1,544

All the efforts in employee
development are directed to optimize
the return on investment in the form
of employee contribution in achieving
the Bank’s target. This contribution

is measured through performance
management evaluation, known as
Rencana & Evaluasi Kinerja Anggota
OCBC NISP (REKAN).

The Bank implements REKAN to
evaluate Key Performance Indicator

of its employees that measures goals
and objectives, self-development and
its contribution to the performance

of the Bank. REKAN is reviewed in the
middle and end of the year and is used
as a basis in decision making related
to HC matters.

Induction Program 1197 1,492 1,309
Managerial Leadership 1,713 4,703 5,201
Compliance, Risk & Regulatory 34,714 10,417 7147
Sales, Service & Quality 2,707 5,282 2,604
Technical/Functional 26,61 34,761 10,091
Others 1,721 2,235 3,365
Total 68,663 58,890 29,717
Training Expenses
In Billion Rupiah

76.6

87.4

63.1

Bank OCBC NISP 2016 Annual Integrated Report
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HUMAN RESOURCES

Average Training Hours per Year per Employee According to Gender and Employee Category [G4-LAg]

Employee Category

Senior Line Management
Middle Line Management
First Line Management

Average

25.15 29.31 36.05
40.48 37.49 50.94
33.27 307 39.96
28.14 31.64 42.53

In hours

56.59 3729 34.07
57.06 46.22 4930
40.47 38.33 40.07
43.60 40.12 4139

Percentage of Employees Receiving Regular Performance Review

and Career Development in 2016 [G4-LA11]

00

LW @ W)
an

20

Qi

LA13]

(W)
an

Ratio of Salary and Remuneration of Women to Men in 2016 [G4-

00

\'D

40

Qi

Retirement Preparation
Program

Employees can participate in
retirement preparation program

3 (three) years before reaching
retirement age in the form of
seminars covering topics such as
financial management, health
management, post pension activities,
business visit and consultations.
Bank also provides 24 additional
leave days that can be taken 6 (six)
months before the retirement age to
support the Employees’ retirement
preparation.

HC RETENTION

Remuneration strategy is one of the
Bank’s efforts for HC retention. Bank
applies the Total Reward principle,
which is the principle of giving reward
in the form of cash and non-cash

in line with the performance and
contributions of employees. The Bank
considers the aspects of fairness and
competitiveness, Bank’s financial
condition, and labor regulations.

The Bank participates in the
remuneration survey conducted by
external consultants annually with
the goal of keeping the compensation
of the Bank to remain competitive. In
addition to salary, the Bank is currently
providing benefits in the form of
health programs for employees

and their families, Social Security
Programs/ BPJS (BPJS Health and
BPJS Employment), employees loan
facility, employees scholarship, award
for employees Financial Institution
Pension Funds, and pre-retirement
program.

HUMAN RIGHTS

Bank OCBC NISP highly appreciates
the implementation of human

rights to all its employees. One of

the implementations is through the
implementation of Labor Law which is
also stipulated in the Collective Labor
Agreement (CLA) of Bank OCBC NISP,
the Bank grants maternity leave for 3
(three) months for female employees.

Bank OCBC NISP 2016 Annual Integrated Report



The following is the female employee data who gave birth and return to work. [G4-LA3]

Number of Number of
employees entitled RIUTlVIIAN TR ool §
to apply for maternity leave

maternity leave

296

Number of
employees who
return to work after
maternity leave

Rate of employees
who return to work

Number of Retention Rate

employees who

return to work and

still working™)

Note: Some employees will return to work in 2017.

EMPLOYEE ENGAGEMENT

Employee engagement to the Bank

is one of the successful indicators in
managing employees. Engagement is
built through engagement activities
and internal communication.

Each year, the Bank works with an
external consultant to conduct survey
to measure employee engagement
which can provide feedback for the
Bank to design new initiatives that
can boost productivity and employee
engagement.In 2016,99.8% of
employees of the Bank participated in
the survey and the Bank achieved 70%
employee engagement.

Result of Employee Engagement Survey
EES Participation Rate(%)
Employee Engagement Index (%)

Bank’s internal communications

is done through various channels
such as e-mail blast, intranet,
magazines, posters, stickers, and
virtual meetings to convey message
to all employees. Information such
as Bank’s achievement, message
from CEO, employment information,
and corporate activity information
are transmitted via internal
communications. [G4-LA16]

The Bank has been providing HC
Business Partner and HC Helpdesk
as mediums for all employees to
inquire and obtain solutions to
problems related to employment,
administration, benefits, as well as
other matters related to HC.

99.83%
70%

The following is the data that goes through the HC Help Desk [G4-LA16]

Number of Complaints on Employment
Practices

11,318

10,855

The Bank also uses creative way to
build engagement that could create
work-life balance through internal and
community engagement activities.

Internal community includes
community sports (softball,
basketball, badminton, and other
sports), arts (dance, choir), and social
community of nursing mothers that
are scattered in various regions. The
Bank also supports them by allocating
community funds, breastfeeding room
and employee health clinics, as well as
flexi-time for multiple office locations.
[G4-LA2]

9939%

99.58%
66%

Number of Settlements Complaints are still in the Settlement
Process

463

In 2016, coinciding with the 75 anniversary of the Bank, OCBC NISP held a series of engagement activities with the tagline

“COME ON”".
COME ON Activity

COME ON Day
COME ON Share

: 757 Anniversary of Bank OCBC NISP held nationally.
: CSR activity designed by the employees themselves. Twenty five activities are listed and

followed by 750 employees.

COME ON Appreciation

of using Bank products.

COME ON Inspiring People

through inspirational videos.

Bank OCBC NISP 2016 Annual Integrated Report

: Published a special edition of ATM cards for employees to increase the attachment and pride

: Bank OCBC NISP invites people to express a sense of pride by nominating inspiring person
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HUMAN RESOURCES

Human Capital Profile

As of 31 December 2016, the Bank employed 6,796 employees with 1:1.4 ratio of male to female employees. This shows
equal employment opportunity for men and women, even to leadership top positions, whereby the Bank has three females
occupying director position.

Composition of Employees by Gender

Male 2,871 3,008 2,873
Female 3,925 3,914 3,781
Total 6,796 6,922 6,654

Composition of Employees by Position and Gender [G4-LA12]

ie [ Femote | ot | Wale | Femate | Total | ale | femaie | Totl |
107 82 189 107 75 182 101 68 169

Senior Line Management

Middle Line Management 796 721 1,517 b Al 666 1,407 663 585 1,248
First Line Management 1,968 3,122 5,090 2,160 3,173 5,333 2,109 3,128 5,237
Total 2,871 3,925 6,796 3,008 3,914 6,922 2,873 3,781 6,654

Composition of Employees by Education and Gender [G4-LA12]

T T S T
(v [ remse | Tota | e | Femaie | ol | wate | femate | fota

Bachelor, Master, Doctorate 2,416 3,029 5,625 2,413 2,884 5,297 2,240 2,699 4,939
Diploma 255 493 748 299 499 798 298 483 781
Senior High School 196 402 598 285 530 815 324 598 922
Junior High School 4 1 5 n 1 12 n 1 12
Total 2,871 3,925 6,796 3,008 3,914 6,922 2,873 3,781 6,654

Composition of Employees by Employment Status and Gender

 we | s T
e | feme | ot | aie | Femaie | ol | mate | femae | totai |

Permanent 2,854 3,897 6,751 2,980 3,878 6,858 2,610 3,206 5,816
Contract 17 28 45 28 36 64 263 575 838
Total 2,87 3,925 6,796 3,008 3,914 6,922 2,873 3,781 6,654
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Composition of Employees by Age and Gender [G4-LA12]
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46-55 301 235 536 295 212 507 201 220 511
36-45 780 729 1,509 777 697 1,474 759 676 1,435
26-35 1,388 1,861 3,249 1,394 1,784 3,178 1,273 1,720 2,993
17-25 402 1,100 1,502 541 1,221 1,762 546 1,161 1,707
Total 2,871 3,925 6,796 3,008 3,914 6,922 2,873 3,781 6,654
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Composition of Employees by Working Period and Gender
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3 months—1year 347 502 %
1-2years 374 507 3
g
2-5years 81 1,254 al
a
5—10years 610 724 5
S
>10 years 614 735 2
(=8
Total 2,87 3,925 =
<
9,
w

9dueUIaA0ND 33eI0dI0) poon

Ay1j1qisuodsay |e1os ajelodiod

SJUaWIa}e]S [BIDUBUIY

ejeq ajesodio)

Bank OCBC NISP 2016 Annual Integrated Report




INFORMATION TECHNOLOGY

I ——
Bank OCBC NISP performs
various developments and
improvements to adapt with
and follow the information
technology outgrowth

while maintaining customer
satisfaction.

Product innovation and banking
services develop dynamically and
should be accompanied by adequate
Information Technology. Therefore, the
Bank is demanded to always conduct
the collaboration and integration of
all types of services in order to ensure
provision of the best service for the
customers and business expansion

in the future. This has been the focus
of Bank OCBC NISP’s Information
Technology development for 2016.

In addition to the sustainable
adjustment and updates in the

field of integration, data and
information security, the IT team also
ensures system availability, process
automation and Human Resources
management in accordance with the
risk management framework and
Strategic Plan of Technology.

In terms of the reliability and
availability of the information system,
the average system uptime in 2016
has reached more than 95% in
providing services to customers.

The information technology
development related to application
focuses on 3 major projects, namely:

1. Digital Banking
In 2016, the Information
Technology Team together with
the Business Team designed and
developed an integrated internet
banking and mobile application
intended to give new digital
banking service and direct control
experience for the customer.

2. Enterprise Content Management
Documentation and agreement
process had been simplified
through workflow in order to
create faster, more convenient and
well-documented services.

3. Central Limit System
Improvement of the control and
monitoring process related to the
customer facilities is implemented
in a bank-wide and centralized
manner.

In addition, the development is
conducted by referring to Information
Technology Roadmap that has been
established together with business
team and other support teams.

Related to the Human Resources
management, Bank OCBC NISP
developed competency and ability
of the information technology
team through internal and external
practices and certification process
in accordance with “best practices”
standards like PMP (Project
Management Professional) and COBIT
(Control Objective for Information
and Related Technology) which was
started in 2015 and was continued
until in 2016. The program has been
planned to continue in the the next
coming years.

Information Technology team

joined the bank-wide 3LOD (3 Lines
of Defense) project to identify and
improve the risk management

ability related to working processes,
including sustainable improvement
related to problem management,
working process and implementation
of best practices according to ISO
Standard (ISO 20000 and ISO 27000).
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With the appropriate plans,
evaluations and sustainable
improvements, Bank OCBC NISP’s
Information Technology team has
achieved various national and
international awards, including:

Global Business ClOs 2016 by
the ICMG World, presented to
IT Director, Mr.Yogadharma
Ratnapalasari (September 2016)
TOP 3 Financial Institution Bank
Indonesia Best eMark Award

Domestic Technology and
Operation Bank of the Year by
the Asian Banking & Finance
Wholesale Banking Awards (July
2016)

Indonesia Country Awards
Programme 2016 for Technology
Innovations with category of Best
CRM Project by the Asian Banker
(July 2016)

ICMG Global Architecture Award
of Excellence 2016 by the ICMG
World (September 2016)

Bank OCBC NISP 2016 Annual Integrated Report

2016 by SWA Magazine & Telkom
Jakarta University (October 2016)

The Information Technology team will

continue to implement and execute

the established short and long term
plans,among others:

+ To continue the development of
Enterprise Content Management,
Electronic Web Statement, and
Internet & Mobile Banking as
well as focusing on process
simplification and acceleration
through process digitizing and
documentation.

To develop Business Analytics, i.e.
managing and processing product
data and customer transactions
through statistical tools so that

it could provide better services

in terms of product accuracy and
customer portfolio.

To continue improving
infrastructure and IT Framework
especially Project Management
Framework, so it could ensure that
the reliability of the system.

To improve mobile application

to make the customers and
employees easier in conducting
their banking activities.

To implement cloud computing
technology to support the growth
of digital banking.
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OPERATIONAL

Bank OCBC NISP
continuously promote the
high performance culture
by implementing optimum
performance standard
which is monitored from
time to time. Improvements
are done through various
programs to accelerate
and improve services to
customers.

2016 PERFORMANCE

In its endeavor to safeguard and foster
the bank’s business operations, the
Operational Team has implemented
and strictly adhered to the following
programs: know your customer,
whistle blowing system and anti-
money laundering. This ensures that
all business transactions and actions
are aligned with the legislations set
by the Regulator.

To address a growing business and
the complexities of its development,
the company has established the
Corporate Banking Credit Control
Function (CBCC) whose role is to
review corporate clients’s who are
engaged in complex industries and
their requests for loan disbursements.
Valid underlying documents serves
as a basis for fund disbursement and
must be in accordance with decisions
made pertaining to its credit. CBCC
ensures strict adherance to credit
guidelines (compliance on covenants)
for corporate customers to maintain
quality of credit.

Increasing Productivity and
Cost Efficiency

In cultivating the culture of high
performance to support sustainability
practices, the Operational Team

has created standards to optimize
performance and which can be
monitored from time to time.
Continuous improvements are done
through programs in the areas

of cost efficiency, development
programs, technology upgrades, as
well as in increasing the productivity
of both frontliners and back office
which affects acceleration and
improvements of services to clients.

Initiatives that have been carried out
by the Operational Team in view of
its commitment to provide quality
operational services are as follows:
Frontier Project is a project of
e-channel fraud management
system whose aim is to improve
fraud detection capabilities on
customer transactions ranging
from debit to credit transactions.
Itis a continuation of a project
implemented on SMS alerts
on debit card transaction.
Notifications are sent via SMS in
realtime online (H + o) as well as
alerts and notifications that could
automatically block the account
for transactions conducted out of
the ordinary habits of customers
and those transacted overseas.

Project E-Insurance Policy is

a project of streamlining the
processes for requests on
insurance policy, by eliminating
non-value added activity and
processes that are deemed
inefficient. For example, double-
check of data and elimination

of data input errors of the
debitor. Manual processing

of insurance policy has been
abolished and has been replaced
by a paperless system which
automatically eliminates jobs
rendered by custody. And because
it is paperless, it will no longer
require document storage in the
warehouse.
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Successful process improvements in
the bank’s operations and upgrades in
technology has resulted in increased
productivity,improvemements in
processes and cost efficiency such as
follows:

43 projects at a cost saving of Rp

9.6 billion.

173 Process Improvement Teams

(PITs) with cost saving amounting

to Rp 1.3 billion.

Improving the Quality of

Human Resources

The Operational Team has been

actively implementing sustainable

people management aimed at
competency, work quality and
understanding of work culture to
allign with business developments in
the bank and to accommodate needed
processes to achieve or exceed
customer’s expectations through:

1. HR Competency Development is
implemented through training
and development programs,
learning and overseas job
assignment programs, talent
development, as an integrated
program to support the needs and
business goals.

Bank OCBC NISP 2016 Annual Integrated Report

2. Educational Program, Certification,
Job Attachment and rotation
on a regular basis in order to
improve employee competencies,
develop personal competencies,
managerial and leadership, as
well as functional and technical
competence.

3. Provision of rewards to high
performing employees on an
ongoing basis to produce qualified
and competent human resources.

2016 AWARDS
As evidence of the consistent efforts
of the Operational Team in providing
the best solutions to customers, the
bank has received several awards in
2016, such as follows:
Straight Through Processing
Award from the Bank of New York
Mellon.
Straight Through Processing
Award from Wachovia Bank.
Indonesia Domestic Technology
and Operations Bank of The
year pada ABF Wholesale Banking
Awards dari Asian Banking &
Finance Magazine Singapore.

In our aim to become “Your Partner for
Life”, the Operational Team plans to
do the following:

1. Implement automation and
develop systems of the current
manual processes to improve
business services to optimize
existing human resources (Zero
Growth Employee)

2. Increase self-awareness and
self-control of employees
while performing their duties
and responsibilities, as well
as initiation of escalation to
overcome obstacles.

3. Conduct intensification of Know
Your Customer in order to be more
responsive to customers’ needs
and provide information on the
Bank’s programs, products, and
services.
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FINANCIAL REVIEW (64-ecij [ca-Ecs)

|
Bank OCBC NISP’s
performance in 2016

has shown sustainable
business resilience which
achieved through consistent
implementation of
prudential banking principle
amidst the challenging
business condition.

INDONESIAN MACRO
ECONOMIC OVERVIEW IN 2016

The global economic uncertainties
also affected the economic
performance of developing countries,
including Indonesia. In 2016, the
Indonesian economy grew 5.02%

or increasing from 4.88% in 201s. It
was triggered, among others, by the
increasing household consumption
and improvement of investment
performance.

On the trade balance side, the
cumulative value of Indonesian
exports in 2016 reached USD 144.4
billion or decreased by 3.9% y-o-y as
compared to 2015. Cumulative value
of imports also declined by 4.9% y-o-y
to USD 135.6 billion. Meanwhile, the
amount of foreign exchange reserves
rose by USD 10.5 billion to USD 116.4
billion or equivalent to 8.4 months
of imports and government foreign
debt repayment compared to USD
105.9 billion as compared to 2015,
which was equivalent to 7.4 months
of imports and government foreign
debt payments, which was above the
international adequacy standard by 3
months of import.

Supported by those development,
overall, the trade balance recorded

a surplus of USD 8.8 billion, and
increased from USD 7.6 billion in
2015. The improvement was driven by
the rise in trade balance surplus for
non-oil and gas and the decline of oil

and gas trade balance deficit. It has
supported the Rupiah exchange rate.
Rupiah has strengthened by 2.3% by
point to point than in 2015, mainly due
to the investors’ positive perception
towards the domestic economy that
pushed the capital inflow.

During 2016, the inflation reached
3.0%, or lower than the inflation rate
in 2015 of 3.4%. The inflation rate is
within the range of the 2016 inflation
target set by Bank Indonesia at
4%+1%.0n the basis of the inflation
rate at the end of the year, Bank
Indonesia decided to keep the Bl 7-day
reverse repo at 4.75%. Meanwhile, SBI
auction data in one year amounted

to 6.00% at the end of 2016.On the
other hand, the lower rate may affect
lower banking interest rates that led
to the periodic decline of interest rates
on deposits and loans.

In 2016, Indonesia received assurance
that international rating agencies,
Fitch Ratings and Moody'’s, rated
“investment grade” with a rating of
BBB minus respectively, with a positive
outlook and Baa3 with a stable
outlook. While the S&P maintained
the rating of BB+ with a positive
outlook. While in the capital market
of Indonesia, Jakarta Composite Index
(JCI) recorded an increase of about
15.3%, reaching the level of 5,296 by
the end of 2016 from 4,593 in 2015,
the fifth highest among major stock
exchanges around the world and the
second highest in the Asia Pacific.
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Indonesia Economic Indicators

I
GDP Growth % y-0-y 5.0 4.8 Bu:
Exports USD billion 144.4 150.3 %
Imports USD billion 135.6 142.7 g
Balance of Trade Surplus USD billion 8.8 7.6 &
Foreign Reserves USD billion 116.4 105.9
Rp/USD (end of period) Rp 13,472 13,785 5
Inflation % 3.0 3.4 §
Bl Rate (end of year) % 6.00? 7.50 %
Bl 7-day Reverse Repo Rate % 4.75 n.a %
Jakarta Composite Index end of year 5,296 4,593
Fitch Rating — Foreign Exchange Long Term BBB- (Positive Outlook) BBB- (Stable Outlook)

Sources: Statistic Indonesia, Bank Indonesia and Indonesia Stock Exchange
a) Based on auction of SBI 1year

THE INDONESIAN BANKING INDUSTRY

Business Developments of Commercial Banks
The banking system in general still remained stable, followed by a relatively improved intermediary functions to support
economic financing.
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Loans Rp trillion 4,377 4,058 0
Deposits Rp trillion 4,837 4,413 g
Net Interest Income Rp trillion 343 308 g
Non Interest Income Rp trillion 250 21 §,
Operating Income Rp trillion 931 858 §
Income from Operations Rp trillion 136 133 §
Net Income Rp trillion 107 105 %
Net Interest Margin (NIM) % 5.6 5.4
Other Operating Income to Operating Income % 26.8 24.6
Return on Asset (ROA) % 2.2 23
Loan to Deposit Ratio (LDR) % 90.7 92.1
Non Performing Loans (Gross NPL) % 2.9 2.5
Capital Adequacy Ratio (CAR) % 22.9 21.4

Source: Indonesia Banking Statistic - Financial Service Authority (FSA)

Ay1j1qisuodsay |e1os ajelodiod

The loan-to-deposit ratio (LDR) of commercial banks decreased to 90.7% at the end of 2016 from 92.1% in 2015. This in line
with the deceleration loan growth followed by a prudent loan disbursement. Loan disbursement rose by 7.9% y-o-y to

Rp 4,377 trillion from Rp 4,058 trillion in 2015. The banking industry recorded loan composition by usage was mostly
dominated by working capital loan with 46.8%, followed by consumer loans with 27.5% and investment loans with 25.7%.
Although the Gross Non Performing Loan (NPL) increased to 2.9%, it was still far below the maximum limit of 5%.
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FINANCIAL REVIEW

Loan Gross Composition By Usage
Rp Trillion, except %

I

Description

Consumption 1,203 1,106 97 8.8

Investment 1,125 1,036 89 8.6 2% 168% B Consumption

Working Capital 2,049 1,916 133 6.9 Investment

Total 4,377 4,058 319 79 B working Capital
Source: Indonesia Banking Statistic - Financial Service Authority (FSA) 2015 2016

Loan growth in 2016 was driven by strong growth in Rupiah currency loans, reaching 9.2% y-o-y, exceeding the growth in
foreign currencies loans of 0.9% y-o-y.

Loan Gross Composition By Currency
Rp Trillion, except %

4,377

4,058

I I 14.6%

s YoY
Description
Rupiah 3,737 3,423 314 9.2
Foreign Currency 640 635 5 0.9 W Foreign Currency
Total 4,317 4,058 319 79 Rupiah
Source: Indonesia Banking Statistic - Financial Service Authority (FSA) 2015 2016

Meanwhile, based on sectors, productive sector has relatively equitable growth in 2016.

Loan Gross Composition by Economic Setor
Rp Trillion, except %

- YoY

Description
Trade 935 879 56 6.4
Manufacture 782 760 22 2.9
Service 309 285 24 83 W Trade
Construction 214 173 1 24.2 Manufacture
Agriculture and Mining 410 390 20 9.9 H Service

h 6 B Construction
Others Lz Ls7! 15 99 B Agriculture and Mining
Total 4,377 4,058 319 79 B Others

Source: Indonesia Banking Statistic - Financial Service Authority (FSA) 2015 2016
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Third Party Deposits reached Rp 4,837 trillion or increasing by 9.6% y-o-y from Rp 4,413 trillion in 2015. The composition of

low cost funds such as savings and current accounts grew 11.2% and 13.8% respectively. The increase in low cost funds serves

as an indication of public confidence towards the economic outlook and the resilience of the Indonesian banking sector.

Third Party Deposits Composition
Rp Trillion, except %

YoY

Description
Time Deposits 2,161 2,029 132 6.5
Saving Accounts 1,552 1,396 156 1.2
Current Accounts 1,124 988 136 13.8
Total 4,837 4,413 424 9.6
Source: Indonesia Banking Statistic-Financial Service Authorithy (FSA) 2015

B Current Accounts

8 saving Accounts

M Time Deposits
2016

By type of currency, Rupiah-denominated deposits provided a major contribution to total third party deposits. As of 2016,
Rupiah-denominated deposits increased by Rp 427 trillion, or 11.6% y-o-y, while deposits denominated in foreign currency

declined by Rp 3 trillion or by 0.3% y-o-y.

Third Party Deposits Composition
Rp Trillion, except %

Description

Rupiah 4,092 3,665
Foreign Currency 745 748
Total 4,837 4,413

413

Yoy 16.9%

427 1.6 831%
€] -03
424 9.6

Source: Indonesia Banking Statistic-Financial Service Authorithy (FSA)

2015

Il Foreign Currency

[ Rupiah

2016

Indonesia’s banking industry recorded
net income of Rp 107 trillion, increased
by 1.8% from Rp 105 trillion in 2015.

By the end of 2016, the profitability
performance of banking industry grew
limitedly but still showed confidence,
which can be seen from the growth
of net interest income throughout
2016 which reached Rp 343 trillion, or
rose by 11.2% y-o-y, exceeding Rp 308
trillion in 2015.

Bank OCBC NISP 2016 Annual Integrated Report

Net Interest Margin (NIM) recorded at
5.6% in 2016 from 5.4% in 2015. This is
in line with the increase in net interest
income.The non-interest income
increased 18.4% y-0-y.

The banking industry stability is
still well-maintained as reflected by
high capital adequacy ratio (CAR) of
22.9% at the end of 2016 or higher
than 21.4% in 2015 and far above the
minimum requirement of 8%.

REVIEW OF BANK OCBC NISP’S
OPERATIONAL PERFORMANCE

Bank OCBC NISP prevailed in
increasing its performance in 2016
with a net profit growth of Rp 1.8
trillion or increasing by 19.3% from
Rp 1.5 trillion in 2015. Bank OCBC
NISP’s return on assets (ROA) and
return on equity (ROE) are 1.8% and
9.8% respectively compared to 1.7%
and 9.6% in 2015. Return on Assets
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FINANCIAL REVIEW

(ROA) and Return on Equity (ROE) of
Bank OCBC NISP were 1.8% and 9.8%
respectively in 2016 as compared to

1.7% and 9.6% respectively in 2015.

The increase in total assets was
primarily driven by the growth of the
gross loan to Rp 93.4 trillion or grew
by 8.7% as compared to 2015.The
loan growth was accompanied by the
maintained loan quality, as reflected
by the Bank’s gross non-performing
loans (NPL) of 1.9% from total gross
loans. Gross NPL level was relatively
lower than the industry average of
2.9%.The growth of total assets was
also supported by the growth of
third-party deposits reaching Rp 103.6
trillion or grew by 18.7% compared to
the previous year. On the side of the

The financial performance is
continuously followed by the Bank’s
efforts to consistently increase the
position and capabilities of banking
products and transaction services,
including network effectiveness of
340 offices, 763 ATMs, 417 thousand
EDCs, e-Banking which includes
internet and mobile banking services,
branding, good corporate governance,
system, technology and improvement
of working processes in order to build
maximum and sustainable economic
values for all stakeholders.

Bank OCBC NISP’S Financial
Performance

Bank OCBC NISP recorded net income
of Rp 1.8 trillion or rising 19.3% from
Rp 1.5 trillion in 2015, while Bank OCBC

Interest Income

The interest income in 2016 was Rp
10.2 trillion, increased by Rp 1.0 trillion
or10.7% from Rp 9.2 trillion in 2015.
The increase was mainly due to higher
gross loans by Rp 7.5 trillion or 8.7%

as compared to 2015. The average
interest rate of Rupiah denominated
gross loans was slightly decreased to
11.8% from 12.1% in 2015, whereas the
average interest rate for gross loans

in foreign currency denomination also
slightly surged to 5.3% in 2016 from
5.2% in 2015.

Interest Income Composition
In Billion Rupiah, except %

capital, total equity reached Rp19.5 NISP’s Return on Assets (ROA) was 222
trillion and the Capital Adequacy Ratio 1.8% or slightly higher than 1.7% in b
(CAR) amounted t0 18.3%. 2015. Meanwhile, Return on Equity

(ROE) was 9.8% or higher than 9.6% in
In addition, Bank OCBC NISP managed 2015.The net income climbed 19.3%, 82.0%
to strengthen its position as healthy followed by the increase in equity by
and prudent national private bank 18.9% in 2016. = ,C\),\t:ri:tab,e
by maintaining its AAA local ratings - is;:;‘“es
from Fitch Ratings Indonesia and

2015 2016

Pefindo, becoming one of the highest
credit ratings banks in Indonesia for
2016.

Bank OCBC NISP’s interest income in 2015 and 2016 is described as follows:

In Billion Rupiah, except %

Average Interest Rate

Average Interest Rate A%

Assets Interest } Foreign Interest . Foreign Interest

Income thglah Currency Income th;lah Currency lirestit

i (%) i (%)

Loans 8,730 1.77 5.30 7,561 12.06 5.24 15.5%
Marketable securities and Government bonds 1,291 7.35 1.96 1,121 7.43 3.14 15.2%
Derivatives - - - 337 -100.0%
Placement with other banks and Bank Indonesia 176 7.20 0.42 197 7.58 0.20 -10.7%
Others 7 - - 5 46.8%
Total 10,204 9,221 10.7%
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Interest Expenses

In 2016, Interest Expenses was relatively stable which amounted to Rp 4.8 trillion, same as 2015.

Bank OCBC NISP’s interest expenses in 2015 and 2016 is described as follows:

Liabilities

Time Deposits

Saving Accounts

Current Accounts
Marketable Securities Issued
Subordinated Bonds
Borrowings

Deposits from Other Banks
Others

Total

Interest . Foreign
Expenses Ruglah Currency
. (%)
3,516 7.46 0.88
331 2.69 0.15
242 1.79 0.67
339 8.96 =
101 1.5 -
51 - =
42 4.58 0.49
189 - -
4,81

Interest
Expenses

In Billion Rupiah, except %

Average Interest Rate

Average Interest Rate A%

Foreign EInterest
Currency Xpenses

3,532 8.67 1.68 -0.4
266 2.65 0.35 24.6
167 1.62 0.56 44.4
440 8.59 = -23.0
101 11.50 - 0.1
49 - 1.47 3.5

72 6.29 0.4 -42.3
175 - - 8.4
4,802 0.2

Interest Expense Composition

In Billion Rupiah, except %

4,802

:

82.5%

2015 2016
W Others
Marketable Securities Issued and Subordinated Bond

B Third Party Funds

The average interest rate of time
deposits in Rupiah denomination
declined to 7.5% in 2016 from 8.7% in
2015, while the average interest rate
of saving in Rupiah denomination rose
t02.7% in 2016 from 2.6% in 2015 and
the average interest rate of current
accounts in Rupiah denomination also
inceased to 1.8% in 2016 as compared
t01.6% in 2015. The average interest

Bank OCBC NISP 2016 Annual Integrated Report

rate of time deposits denominated

in foreign currencies fell from 1.7 in
2015 t0 0.9% in 2016. The average
interest rate of saving accounts
denominated in foreign currencies
declined from 0.3% in 2015 t0 0.2% in
2016. Meanwhile, the average interest
rate of current accounts denominated
in foreign currencies slightly increased
from 0.6% in 2015 to 0.7% in 2016.

Net Interest Income

Net interest income increased by
Rp 974 billion or 22.0% to Rp 5.4
trillion in 2016 from Rp 4.4 trillion in
2015, mainly driven by the increase
in interest income along with the
growth in the gross loans and
decline in average interest rate of
time deposits. The contribution of
net interest income to total income
became 79.2% from 83.8% in 2015.

Meanwhile the net interest margin
stood at 4.6% in 2016 from 4.1% in
2015 due to the increase in net interest
income of 22.0%, higher than the
growth of earning assets of 15.2%.

Net Interest Income and Net Interest
Margin (NIM)
In Billion Rupiah, except %

41% 4.6%
4,419
2015 2016

Net Interest Margin (NIM)

B NetInterest Income

Other Operating Income

In Billion Rupiah, except %

Other Operating A%
Income °

Fees and

commissions 37 694 6.1

Gain from
changes in fair
value of financial
instruments and
sale of financial
instruments

243 82 197.0

Foreign exchange

gain-net 4565

436

Total 1,416 854 65.7
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FINANCIAL REVIEW

Other operating income in 2016
amounted to Rp 1,416 billion,and
increased by Rp 562 billion or 65.7%
from Rp 854 billion in 2015, driven

by foreign exchange gain — net and
increase of gain from changes in fair
value of financial instruments and sale
of financial instruments.

Other Operating Income
Rp Billion, except %

20.8%
16.2%
854
[*95% |
-
2015 2016

Other Operating Income to total Income

B Gain from changes in fair value of financial
instruments and sale of financial instruments

Foreign exchange gain-net
B Fees and commissions

The higher operating income has
resulted a ratio of other operating
income to total income increased
from 16.2% in 2015 t0 20.8% in 2016.

Allowance for Impairment Losses on
Financial and Other Assets

The Bank’s allowance for impairment
losses on financial and other assets
in 2016 and 2015 are described as
follows:

In Billion Rupiah, except %

Allowance/
(Reversal) for
Impairment
Losses on
Financial Assets
and Others

Marketable

securities 1947

Loans 1,370 408 235.7

Acceptance

. -301.
receivable 3013

Other assets -
Letter of Credit
transaction
receivables

(65) 54  -221.1

Allowance for
impairment losses (1) -
—Others

-100.0

Total 1,316 454 189.6

Allowance for Impairment Losses

on Financial and Other Assets has
increased by Rp 862 billion or189.6%
to Rp 1,316 billion in 2016, compared

to Rp 454 billion in 2015, driven by
general reserves in line with loan
growth and non-performing loans
(NPL) in absolute amount increased by
Rp 632 billion in 2016.

In Billion Rupiah, except %

Allowance for
Impairment
Losses on
Financial Assets
(Excluded
Allowance for
Impairment
Losses-Others)
Loan 1,370 408 235.7
Non Loan (53) 46 -215.4

Total 1,317 454 189.6

Other Operating Expenses

Bank OCBC NISP’s other operating
expenses in 2016 and 2015 are
described as follows:

In Billion Rupiah, except %

Other Operating A%
Expenses °

Salaries and
Benefits 1,906 1,706 1.8
General and
Administrative 1,096 981 1.6
Others 149 131 135
Tetal 3,151 2,818 1.8

Other operating expenses in 2016
amounted to Rp 3.2 trillion, increased
by Rp 333 billion or 11.8% from Rp 2.8
trillion in 2015, due to the increasing
salaries and allowance worth Rp
200 billion, as well as general and
administrative expenses of Rp 115
billion.

The increase in salaries and allowance
was mainly contributed by the
adjustment of salaries and allowance
in 2016. Meanwhile, the increase in
general and administrative expenses
was mainly contributed by higher
expenses for promotional of Rp 32
billion; fixed asset depreciation of

Rp 24 billion; repairs, maintenance and
transportation of Rp 19 billion; and
also communication of Rp 13 billion.

Other Operating Expenses & Cost
to Income Ratio

In Billion Rupiah, except %

53.4% 46.3%

2,818
| “29%" |
60.5%
60.5%

2015 2016

Cost to Income Ratio
Il Others

General and Administrative
B salaries and Benefits

Cost to income ratio declined to 46.3%
in 2016 compared to 53.4% in 2015
due to the growth of other operating
expenses at 11.8%, lower than the
growth of total operating income by
29.1%.

Income Before Tax

Income before tax reached Rp 2.4
trillion in 2016, rose by Rp 0.4 trillion
or17.5% compared to 2015 amounted
to Rp 2.0 trillion due to a 22.0%
increase in net interest income and
65.7% in other operating income,
which is offset by the increase of other
operating expenses by 11.8%.The 17.5%
growth in income before tax and
14.7% growth in assets resulted higher
ROA of 1.8% in 2016 than 1.7% in 2015.

Income Before Tax
In Billion Rupiah, except %

1.7% 1.8%
2,001
2015 2016

Return on Assets(ROA)

B ncome Before Tax
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Net Income

In 2016, Bank OCBC NISP recorded net
income of Rp 1.8 trillion, and surged by
Rp 0.3 trillion or19.3% as compared to
Rp 1.5 trillion in 2015.

The increase was followed by the
increase in equity by 18.9%, resulting
to a higher ROE from 9.6% in 2015 to
9.8% in 2016.

Comprehensive Income Statement
Bank OCBC NISP’s comprehensive
income mainly derived from
revaluation surplus of fixed assets
and financial assets available for

sale which consist of non-derivative
financial assets that are designated
to be held for a certain period and will
be sold in terms of the Bank's liquidity
needs or changes in the interest rates,
exchange rates, or those which are not

In 2015, Bank OCBC NISP recorded
other comprehensive expenses net of
tax amounting to Rp 33 billion, which
was primarily generated by items
that will be reclassified subsequently
to profit or loss such as unrealized
loss on available-for-sale financial
assets amounting to Rp 41 billion

and expenses of fair value changes
transferred to profit or loss in the
amount Rp 24 billion, which was offset

classified as:

- Loans and receivables.

- Financial assets classified as Held-
to-maturity.

- Financial assets calculated at fair
value through the comprehensive
profit/loss statements.

by related income tax benefit of Rp 16
billion and also from items that will
not be reclassified subsequently to
profit or loss such as income from re-
measurements on post employment
benefit obligation of Rp 21 billion
which was offset by related income
tax expense of Rp 5 billion.

Net Income & Return on Equity (ROE)

In Billion Rupiah, except %

9.8%

95’%——___’_—_’4

1,501

In 2016, Bank OCBC NISP recorded
other comprehensive income net of
tax amounting to Rp 1.3 trillion due to
the items that will not be reclassified
subsequently to profit or loss such

as revaluation surplus of fixed asset

2015 2016 worth Rp 1.3 trillion.

~@~ Return on Equity (ROE)
B Netincome

Comprehensive income statements as of December 31,2016 and 2015 are as follows:
In Billion Rupiah, except %

Net Income 1,790 1,501

Statement of Other Comprehensive Income

Other Comprehensive Income/(Expenses):
Items that will be reclassified subsequently to profit or loss

Avaiable for Sale Financial Assets

« Gain/(Loss) for the Year 4 (41)
Fair value changes transferred to profit or loss 45 (24)
Related Income Tax (12) 16

Items that will not be reclassified subsequently to profit or loss

Revaluation surplus of fixed asset 1,258 -
Remeasurements from post employment benefit obligation 13 21
Related Income Tax () (s)
Comprehensive Income/(Expenses) for the Year, Net of Tax 1,305 (33)
Total Comprehensive Income for the Year, Net of Tax 3,095 1,468

Bank OCBC NISP’S Financial Position

Bank OCBC NISP posted total assets of Rp 138.2 trillion or grew by 14.7% from Rp 120.5 trillion in 2015. This achievement
ultimately placed Bank OCBC NISP as the 8™ largest national private bank in terms of total assets with a market share of
2.1% in 2016 and 2.0% at the end of 2015. Total assets growth was mainly contributed 8.7% growth of total gross loans,

which was also supported by the growth of third-party deposits of 18.7% in 2016. Bank OCBC NISP also diversified funding to
support lending activities, among others, by issuing marketable securities with total value of Rp 3.9 trillion, lower than Rp 5.4
trillion in 2015.

Bank OCBC NISP optimally sustained its intermediary function as indicated by Loan to Deposit Ratio — LDR of 89.9%.

Bank OCBC NISP 2016 Annual Integrated Report
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FINANCIAL REVIEW

Assets

Total assets as of December 31,2016 was Rp 138.2 trillion, increased by Rp 17.7 trillion or 14.7% over the same period of 2015
amounting to Rp 120.5 trillion, driven by loan growth — net amounted to Rp 6.2 trillion, marketable securities — net of Rp10.5
trillion, government bond of Rp 4.2 trillion and fixed asset — net of Rp 1.3 trillion which is compensated by lower placement
of Bank Indonesia and other banks amounting to Rp 5.8 trillion. The following table provides details of the Company’s total
assets as of December 31,2016 and 2015:

In Billion Rupiah, except %

Cash 882 0.6% 938 0.8%
Current accounts with Bank Indonesia 8,018 5.8% 7,801 6.5%
Current accounts with other banks 485 0.3% 679 0.6%
Placements with other banks and Bank Indonesia 3,442 2.5% 9,278 7.7%
Marketable securities — net 14,347 10.4% 3,834 3.2%
Government Bonds 12,373 9.0% 8,165 6.8%
Derivative receivables 352 0.3% 545 0.4%
Loans — net 90,248 65.3% 84,041 69.8%
Acceptance receivables — net 3,486 2.5% 2,826 23%
Prepayments 418 0.3% 388 0.3%
Fixed assets - book value 2,414 1.7% 1,076 0.9%
Other assets — net 1,361 1.0% 666 0.5%
Prepaid tax - - 73 0.1%
Deferred tax assets 370 0.3% 170 0.1%
Total 138,196 100.0% 120,480 100.0%
Loans

As of December 31,2016, total gross loans amounted to Rp 93.4 trillion, increased by 8.7% compared to Rp 85.9 trillion in
the same period last year due to business development initiatives undertaken by Bank OCBC NISP and also continuous
improvements of the Bank’s internal processes.

Loan Collectability Rate
Loans based on collectability as of December 31,2016 and 2015 are as follows:

In Billion Rupiah, except %

Description Allowance for Allowance for
Total Loans . al Loans X
Impairment Losses Impairment Losses

Pass 90,338 1,943 83,379 1,185
Special mention 1,276 141 1,384 205
Substandard 272 iyl 382 127
Doubtful 193 96 101 37
Loss 1,284 764 633 284
Total 93,363 3,115 85,879 1,838

Gross Loans Composition in Rupiah and Foreign Currency
Percent (%)

2016: Rp 93,363 billion
2015: Rp 85,879 billion

@ Rupiah
2016 2015 Foreign Currency
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In 2016, the composition of total

gross loans in Rupiah and foreign
currency denominations was 74.0%
and 26.0% respectively. The Rupiah
denominated gross loans amounted
Rp 69.1 trillion as of the end of 2016,
up by 9.8% as compared to previous
year. Meanwhile, gross loans in foreign
currency denomination had equivalent
value of Rp 24.2 trillion, rose by 5.6%
from the pevious year.

In terms of loan quality, the gross NPL
that denominated in Rupiah was 2.2%
in 2016 and 1.7% in 2015, whereas gross
NPL in foreign currencies was 0.9%
and 0.2% respectively. The composition
of gross NPLin Rupiah and foreign
currencies denominations was 88.2%
and 11.8% respectively of the total
gross NPL.

In terms of regional distribution,

the largest loans contribution was
from Java and Bali areas, with 85.8%
of total gross loans or amounting

to Rp 8o.1 trillion, increased by 9.6%
from December 31,2015. Meanwhile,
Sumatera gave contribution of 10.3%
of total gross loans or amounting

to Rp 9.7 trillion, increased by 7.7%
over the previous year. Followed by
Kalimantan, which contributed 1.9% or
amounting to Rp 1.7 trillion, dropped
14.2%, followed by Sulawesi and other
regions with contribution of 2.0% or
Rp 1.9 trillion, grew 4.2% from 2015.

Gross Loan Composition by Geography [G4-FS6]

Percent (%)

1.9%

10.3%

2016

2015

2016: Rp 93,363 billion
2015: Rp 85,879 billion

Java and Bali
Sumatera
Kalimantan
Sulawesi and Others

Based on business segments
classification, the largest contribution
came from the commercial segment,
followed by the corporate and
consumer segments (including
employee loan) in amounts of Rp 55.1
trillion, Rp 24.9 trillion and Rp13.3
trillion or equivalent to 59.0%, 26.8%
and 14.2% respectively at the end of
2016.

Loan (Gross) Composition by
Business Segment
In Billion Rupiah, except %

85,879

2015 2016

Il Consumer B Commercial M Corporate

Bank OCBC NISP 2016 Annual Integrated Report

Based on type of usage, working
capital loans provided the largest
contribution of 45.6% of total gross
loans at the end of 2016 or amounted
to Rp 42.6 trillion, grew by 14.9% from
the position on December 31, 2015.
Investment loans contributed 40.2%
of total gross loans or amounting to
Rp 37.5 trillion, rose 2.2% from the
previous year. While for consumer
loans, which 82% of its composition
was dominated by mortgage (KPR),
contributed as much as 14.2% of the
total gross loans or Rp 13.3 trillion,
increasing by 9.5% over the end of
20715,

Loan (Gross) Composition by Type of Usage
In Billion Rupiah, except %

85,879

2015 2016

M Consumer I Investment [l Working Capital

In terms of gross NPL based on type
of usage, the largest contribution
came from working capital loans,
investment loans and consumer loans
with the amount of respectively

Rp 944 billion, Rp 573 billion and

Rp 232 billion, or 2.2%,1.5%, and 1.7% of
total its respective loans by usage at
the end of 2016.
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FINANCIAL REVIEW

NPL Composition and NPL Ratio
by Type of Usage

In Billion Rupiah, except %

2.2%
1.9% 1.7%
1.5%
13%
1%

1,116

2015 2016
l —=— Consumer
I —— Investment

B —— working Capital

In terms of loans distribution by
economic sectors, the manufacturing
sector became the largest contributor
at 28.4% of total loans gross at the
end of 2016 or amounted to Rp 26.5
trillion, followed by the trading and
services sectors with their respective
contribution of 25.2% and 16.5% or
amounted to Rp 23.5 trillion and

Rp 15.4 trillion. Moreover, a
combination of the construction,
agriculture, mining and other sectors
contributed to 29.9% of total loans or
Rp 28.0 trillion.

Loan (Gross) Composition
by Economic Sector

In Billion Rupiah, except %

85,879

2015 2016

Il Agriculture, Mining & Others
[ Construction

I Services

B Manufacturing

W Trading

For gross NPL which is based on
economic sectors, the trading sector
contributed the largest portion with
Rp 704 billion or 40.2% of total loans,
followed by manufacturing and
services sectors with contribution
respectively by Rp 366 billion and

Rp 332 billion or 20.9% and 19.0% of
total loans in 2016. Meanwhile, the
construction, agriculture, mining
and other sectors contributed Rp 347
billion or 19.9% of the total loans.

NPL Composition and NPL Ratio (Gross)
by Economic Sector

Rp Billion, except % 3.0%
18% 21%

2015 2016

Il = Agriculture, Mining & Others
I —e— Construction

I —+— Service

B —+— Manufacturing

W —— Trading

Bank OCBC NISP maintained its assets
quality, as reflected by the gross

NPL at 1.9% of total gross loans on
December 31,2016, lower than the
industry average of about 2.9% at the
end of 2016.

NPL Gross and NPL Net

Rp Billion, except %
1.9%

1%%_/—0

-~ A
0.8% 0.8%

1,116

668 n7

2015 2016

Hl —— NPLGross I —+— NPLNet

The bank’s net NPL was recorded at
0.8%, which was still far below the
benchmark set by Bank Indonesia of
5.0%.

Allowance for Impairment Loan Losses
Rp Billion, except %
164.6% 1781%
- e

1,838

2015 2016

—— Loan Loss Provision to Non
Performing Loan

B Allowance for Impairment Loan Losses

B Non Performing Loan (NPL)

Bank OCBC NISP has allocated
adequate allowance for loan losses

to cover possible losses from non-
performing loans, as reflected in the
ratio of loan losses allowance to NPL
at 178.1% at the end 2016, which was
increased compared to 164.6% in 2015.

The allowance for loan losses on
December 31,2016 stood at Rp

3.1 trillion, rose 69.5% from Rp 1.8
trillion as of December 31,2015.The
increase was driven by the general
provision formed to correspond with
overall loans expansion in 2016 and
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the addition of specific provision for NPL, so that Bank OCBC NISP may continue maintaining the adequacy of loan losses

allowance.

Allowance for Impairment Loan Losses
Rp Billion

1,370
408 (27) s 23 1,838 20 (85) 0 (18)
1,429
”””” 1,838
2015 2016
Beginning Allowance  Write-offs During Bad Debt Others®) Ending Beginning Allowance  Write-offs During Bad Debt Others*) Ending
Balance During The Year Recoveries Balance Balance During The Year Recoveries Balance

The Year

The Year

*) Includes effect of foreign exchange translation

Placements with other banks and
Bank Indonesia

Total placements with other banks
and Bank Indonesia on December
31,2016 amounted to Rp 3.4 trillion,
declined by 62.9% from Rp 9.3 trillion
at the end of 2015, as the Bank placed
excess liquidity in the form of Bank
Indonesia Certificate Deposit in 2016.

Placements at other banks and Bank
Indonesia were composed of Rupiah
and foreign currency denominations
by 99.16% of total placements at the
end of 2016.

Marketable Securities

Based on classification, the gross
marketable securities comprise

Government Bonds

securities for trading and available for
sale,as well as loans and receivables
respectively in the amounts of Rp 445
billion, Rp 13.716 billion and Rp 193
billion or by 3.1%, 95.6% and 1.3% at
the end of 2016.

At the end of 2016, the total gross
marketable securities (including
Bank Indonesia Certificates/ SBI
and corporate bonds) were Rp 14.4
trillion, increased by Rp 10.5 trillion
or 274.0% from last year, primarily
due to anincreased in SBl and Bank
Indonesia Certificate Deposit (SDBI)
of categorized available for sale in
denominated Rupiah and foreign
currencies of Rp 4.6 trillion and Rp 4.8
trillion respectively.

The marketable securities are made
up of Rupiah and foreign currency
denominations, respectively at the
amounts Rp 8.8 trillion and Rp 5.6
trillion or 61.3% and 38.7% of the total
placements. All marketable securities
carried fixed interest rates.

Government Bonds

Government bonds accounted for
9.0% of total assets in 2016, higher
than its 6.8% contribution in 201s.

In 2016, the government bonds
amounted to Rp 12.4 trillion or rose by
51.5% from Rp 8.2 trillion in 2015. The
composition of government bonds
was 73.6% in Rupiah and 26.4% in
foreign currency, while in terms of
category by 9.4% was for trading and
90.6% was available for sale.

In Billion Rupiah, except %

Currency
279

Foreign
Currency
882 282

Trading 1,164 9.4% 738 1,017 12.5%
Available for Sale 8,225 2,984 11,209 90.6% 5,125 2,023 7148 87.5%
Total 9,107 3,266 12,373 100.0% 5,863 2,302 8,165 100.0%
Composition % 73.6% 26.4% 100.0% 71.8% 28.2% 100.0%

Fixed Assets

The fixed assets accounted for 1.7%
of total assets in 2016, higher than
2015 which amounted to 0.9%. Fixed
assets increased by 124.2% from Rp
1.1 trillion on December 31,2015 to

Bank OCBC NISP 2016 Annual Integrated Report

Rp 2.4 trillion on December 31,2016.
This increase resulted primarily from
the revaluation of land and buildings
amounted to Rp 1.3 trillion, which was
approved by the Director General of
Taxes.

Liabilities

Assets growth was supported by an
increase of total liabilities as much as
Rp 14.6 trillion or increased by 14.0% to
Rp 118.7 trillion at the end of 2016 from
Rp 104.1 trillion in 2015. The increase
was mainly driven by the growth of
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FINANCIAL REVIEW

third-party deposits reaching Rp 16.3 trillion, marketable securities sold under repurchase agreements of Rp 1.3 trillion and
deposits from other banks of Rp 1.0 trillion which was compensated by decline in borrowings amounting to Rp 2.8 trillion
and marketable securities issued of Rp 1.5 trillion.

The following table provides details of the total liabilities as of December 31,2016 and 2015:

Liabilities

Obligation due immediately
Deposits from customers 1)
Deposits from other banks
Derivative payables
Acceptance payables

Tax Payables

Accrued expenses

Borrowing

Securities sold under repurchase agreements
Marketable securities issued
Employee benefits obligation
Other liabilities
Subordinated bonds

Total

In Billion Rupiah, except %

444
103,560
2,507
304
3,514
185

393
1,346
3,899
657
1,002
879
18,690

1) Deposits from Customers consist of current accounts, saving accounts and time deposits

Third Party Deposits

The Bank recorded third-party
deposits of Rp 103.6 trillion, increased
by 18.7% compared to Rp 87.3 trillion in
2015. Third-party deposits consists of
current accounts, saving accounts and
time deposits which reached 23.7%,
15.7% and 60.6% respectively at the
end of 2016.

Third Party Deposits
Rp Billion, except %

41.4% 39.4%

87,280

58.6%

2015 2016

(Current Accounts + Saving
Accounts)/Third Party Deposits
B Time Deposits
Saving Accounts
M Current Accounts

An increased in time deposit of Rp 11.6
trillion or 22.7% to Rp 62.8 trillion at
the end of 2016, also accompanied by
the growth in saving accounts of Rp
2.6 trillion or grew by 19.4% to Rp 16.3
trillion at the end of 2016 as compared
to the end of 2015. The amount of
current accounts also increased by

0.4% 354 03%
87.2% 87,280 83.9%
21% 1,479 1.4%
0.3% 948 0.9%
3.0% 2,847 2.7%
0.2% 196 0.2%
0.3% 380 0.4%
- 2,757 2.7%

11% - -
33% 5,392 5.2%
0.6% 552 0.5%
0.8% 1,006 1.0%
0.7% 878 0.8%
100.0% 104,069 100.0%

Rp 2.0 trillion or 8.9% to Rp 24.5 trillion
compared to the previous year.

In 2016, a fast increased in time
deposit, resulted a lower composition
of current account and saving account
ratio of 39.4% as compared to 41.4% at
the end of 2015.

Third Party Deposits Composition by Currency

Percent (%)

32.6%

2016

2016: Rp 103.6 trillion
2015: Rp 87.3 trillion

2015

@ Rupiah

Foreign Currency

The composition of third-party
deposits in Rupiah and foreign
currency denominations was 67.4%
dan 32.6% at the end of 2016. Third-
party deposits in Rupiah amounted
to Rp 69.8 trillion at the end of 2016

orincreased 26.8% from 2015. Third
party deposits in foreign currency
denomination had equivalent total of
Rp 33.8 trillion, grew by 4.8% from the
end of 2015.
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Third Party Deposits Composition by Geography

Percent (%)

1.8%
9:3%

2016

2015

2016: Rp 103.6 trillion
2015: Rp 87.3 trillion

@® JavaandBali
Sumatera
Kalimantan
Sulawesi and Others

Based on the regional distribution, the
largest contribution came from Java
and Bali of 87.8% of total third party
deposits in 2016 or Rp 9o.9 trillion, an
increased by 21.2% from the end of
2015. Meanwhile, Sumatera provided
a contribution of 9.3% to total third
party deposits or the amount of Rp
9.6 trillion with an increase of 4.4%
from the end of 2015. Kalimantan
accounted for1.8% or Rp 1.8 trillion,
fell 10.0% from the end of 2015 total,
whereas Sulawesi and other regions
contributed 1.1% or Rp 1.2 trillion and
posting growth of 13.9% from end of
20715,

Deposits from Other Banks

Deposits from other banks on
December 31,2016 amounted to Rp 2.5
trillion, an increase of Rp 1.0 trillion, or
69.6% over the same period in 2015
amounted to Rp 1.5 trillion. The largest
contribution derived from the inter-
bank call money which rose by Rp 1.0
trillion, or 74.2% from Rp 1.4 trillion

in 2015 to Rp 2.4 trillion in 2016.The
increase in this is part of the banking
activity generally.

Bank OCBC NISP 2016 Annual Integrated Report

Deposits from Other Banks
Current and Saving Accounts
Inter - Bank Call Money

Time Deposits

Total

Borrowings

On December 31,2016, there were no
borrowings as compared to the end
of 2015 amounted to Rp 2.8 trillion
or decreased 100.0%. The decline in
borrowings was because Bank OCBC
NISP has repaid the loan facility.

Securities sold under repurchase
agreements

Securities sold under repurchase
agreements on December 31,2016
amounted to Rp 1.3 trillion or
increased by 100.0% than 2015 which
amounted to nil. Generally, this
increase is part of the banking activity.

Marketable Securities Issued

Bank OCBC NISP diversified its funding
through marketable securities
issued. By the end of 2016, the total
marketable securities issued, after
deduction of unamortized issuance
cost, amounted to Rp 3.9 trillion,
lower than the total of Rp 5.4 trillion
at end of 2015, as the Bank has repaid
the Continuous Bond | OCBC NISP
Phase | Year 2013 Series C amounting
to Rp 1.5 trillion, Continuous Bond |

In Billion Rupiah, except %

96 3.8% 100 6.8%
2,378 94.9% 1,365 92.4%
33 1.3% 13 0.8%
2,507 100.0% 1,478 100.0%

OCBC NISP Phase Il Year 2015 Series

A amounting to RP 1.1 trillion and
Medium Term Notes | Bank OCBC
NISP Year 2013 amounting toRp 0.9
trillion, respectively in its maturity
date. In addition, the Bank also issued
Continuous Bond Il Bank OCBC NISP
Phase | Year 2016 amounting to Rp 2.0
trillion.

Subordinated Bonds

On December 31,2016, the Bank
recorded total subordinated bonds

net of unamortized issuance costs at
Rp 879 billion, slightly increased from
the total of Rp 877 billion in the same
period last year, due to amortization of
issuance costs throughout 2016.

Equity

Total equity as of December 31,2016
reached Rp 19.5 trillion, increased by
Rp 3.1 trillion or 18.9% compared to

Rp 16.4 trillion as of December 31,
2015. The equity increase was mainly
contributed by net income amounting
to Rp 1.8 trillion and revaluation
surplus of fixed asset amounting to
Rp 1.3 trillion.
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FINANCIAL REVIEW

The following are details of Bank OCBC NISP’s total equity as of December 31,2016 and 2015:

In Billion Rupiah, except %

Issued and fully paid 1,434 7.3% 1,434 8.8%
Additional paid-in capital/agio 6,829 35.0% 6,829 41.6%
Unrealised loss from decrease in fair value of available for sale marketable (26) (0.1%) (63) (0.4%)
securities and Government bonds net of deferred tax

Revaluation surplus of fixed asset 1,259 6.5% - 0.0%
Retained earnings - Appropriated 2 0.0% 2

Retained earnings - Unappropriated 10,009 51.3% 8,209 50.0%
Total 19,507 100.0% 16,41 100.0%

Cash Flow

Statements of cash flows are prepared using the direct method by classifying cash flows into operating, investing and

financed activities.

The table below shows historical data on Bank OCBC NISP’s cash flow in 2016 and 2015:

Cash Flow

Net Cash Flows Provided from/(Used in) Operating Activities
Net Cash (Used in)/Provided from Investing Activities
Net Cash (Used in)/Provided from Financing Activities

In billion Rupiah

10,887
(14,655)
(4,257)

(1,280)
5,354
2,462

Net Cash Flows Provided from
Operating Activities

Net cash flows provided from
operating activities in 2016 amounted
to Rp 10.9 trillion, or changed by
950.7% from Rp 1.3 trillion in 2015,
mainly due to the loan growth which
amounted Rp 7.5 trillion in 2016, while
Rp 175 trillion in 2015, so there was a
difference in decline of loan growth
with total value of Rp 10.0 trillion.

Net Cash Flows (Used in)/Provided
from Investing Activities

Net Cash Flows Used in Investing
Activities in 2016 amounted to Rp
14.7 trillion or changed at 373.7%
from Rp 5.4 trillion in 2015. These
changes mainly occurred due to

in 2016 securities purchasing and

76

government bonds available for sale
amounting to Rp 20.2 trillion, or higher
than the activity of sale of securities
and government bonds available for
sale amounting to Rp 5.8 trillion, a
difference in the increase in net cash
flows used in investing activities
which amounted to Rp 14.4 trillion.

While in 2015, the securities
purchasing and government bonds
available for sale amounting to Rp 6.7
trillion, or lower than securities sale
and government bonds available for
sale amounting to Rp12.3 trillion, so
there is a difference in the increase of
net cash flows provided from investing
activities amounted to

Rp 5.6 trillion.

Net Cash Flows Used in Financing
Activities

Net cash used in financing activities
in 2016 reached Rp 4.3 trillion or
changed by 272.9% compared to 2015
amounted to Rp 2.5 trillion. This was
because Bank OCBC NISP has repaid
the Continuous Bond | OCBC NISP
Phase | Year 2013 Series C amounting
to RP 1.5 trillion, Continuous Bond |
OCBC NISP Phase Il Year 2015 Series

A amounting to RP 1.1 trillion and
Medium Term Notes | Bank OCBC NISP
Year 2013 amounting to Rp 0.9 trillion
and borrowing amounting to Rp 2.8
trillion, which was compensated with
the Issuance of Continuous Bond Il
Phase | Year 2016 worth Rp 2.0 trillion,
so there was a difference in net cash
flows used in financing activities of
Rp 4.3 trillion.
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Other Important Information

o}
®
Capital Structure :c,{
The composition of the Bank’s stock ownership as of December 31,2016 and 2015 are as follows: 8
s
Q.
Common Shares Nominal Value Rp 125 Per Shares 3

Shares 0wnership COmPosition “
Number of Number of 9
Y ETCH Shares 3
U
Authorized Capital 28,000,000,000 3,500,000,000,000 28,000,000,000 3,500,000,000,000 3
o
Issued and Fully paid: %
« OCBC Overseas Investment Pte. Ltd 9,760,695,612 1,220,086,951,500 85.08 9,760,695,612 1,220,086,951,500 85.08 °

« Board of Commissioners

Pramukti Surjaudaja 225,971 28,246,375 0.00 113,439 14,179,875 0.00 <
QU
+ Board of Directors 0%
m
Parwati Surjaudaja 1,483,210 185,401,250 0.01 1,483,210 185,401,250 0.01 %
° Gl SR b 1,710,243,6 213,780,461,62 14.91 1,710,356,22 21 28,12 14.91 %
(ownership interest each below 5%) ,710,243,693 3,780,461,625 4.9 ,710,350,225 3,794,528,125 4.9 &
c
Total Issued and Fully Paid 11,472,648,486 1,434,081,060,750 100.00 11,472,648,486 1,434,081,060,750 100.00 @,
o
Total shares on Portapel 16,527,351,514 2,065,918,939,250 16,527,351,514 2,065,918,939,250 >
=3
(=8
z
The following details of Bank OCBC NISP’s equity on December 31,2016 and 2015 are: 2

In Billion Rupiah
Issued and fully paid 1,434 1,434 o
Additional paid-in capital/agio 6,829 6,829 S
0
Unrealised loss from decrease in fair value of available for sale marketable (26) (63) 2
ope ©
securities and government bonds net of deferred tax <}
Q
Revaluation surplus of fixed assets 1,258 - g
Retained earnings 10,011 8,211 %
Total 19,506 16,411 §
n
m

Management Policy on Capital
Structure

Bank OCBC NISP performs

capital management activities to
maintain strong capital position to
support business growth, ensure
an efficient capital structure and
fulfill the capital requirement set
by the regulator.

The bank’s capital management

In order to strengthen the

capital structure, Bank OCBC

NISP completed the limited
public offering or Rights Issue

VII Bank OCBC NISP. For a total of
2,923,730,091 shares being offered,
total subscription received was
recorded at 3,145,984,369 shares,
thereby an oversubscription of
the offered shares reached 8%.
Through Rights Issue VII, the Bank

total of 1,506,975,730 shares
being offered, total subscription
received was recorded to be
1,682,000,179 shares, thereby an
oversubscription of the offered
shares reached 12%. Through
Rights Issue VI, the Bank obtained
additional capital funds of Rp

1.5 trillion, which were entirely
channeled into assets and used
for placement in productive assets

)
o
=

=
]
=
Q
=
m
w
o
@,
),
~
m
w

©
<]
=1
2,
=
E

<

policy is to maintain strong has obtained additional capital to be entirely used for credit 5
capital to sustain the trust of funds of Rp 3.5 trillion, which were distribution. 5
investors, depositors, creditors entirely channeled into assets &
and the market; to support and used for business expansion Capital Components g
business expansion and provide through loan distribution, net of Bank OCBC NISP continuously g
an optimum rate of capital return issuance cost. analyzes the adequacy of

to shareholders, maintain balance capital ratio by using the capital

between high returns with higher Previously, in order to strengthen ratio required by the regulator &
gearing ratio and the securities capital structure, Bank OCBC for monitoring capital. The §
derived from strong capital NISP completed the limited measurement of capital ratio, g
position. The Bank completed the public offering or Rights Issue often called the Capital Adequacy =

following corporate actions over
the past five years:
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FINANCIAL REVIEW

NISP maintain capital position at a
level which is significantly higher
compared to the minimum capital
requirement based on risk profile
set by regulator of 9.65% in 2016
and 9 to10% in 2015.

The Bank calculated its capital
requirements in accordance

with Bl regulation No.15/12/
PBI/2013 and OJK regulation No. 6/
POJK.3/2015, where the regulatory
capital is analyzed into two tiers as
follows:

- Core capital (tier 1), which consists
of core and additional core capital.
Core capital includes issued and

Bank’s Capital Structure

Core Capital (Tier1)

Main Core Capital (CET 1)

« Paid-In Capital

» Additional Paid-In Capital

« Deducting Factor Main Core Capital

Supplementary Capital (Tier 2)
Total Regulatory Capital

Risk Weighted Assets

+  Credit Risk

«  Market Risk

« Operational Risk

Total Risk Weighted Assets
Capital Adequacy Ratio:

+ Main Core Capital (CET 1) Ratio
¢ Tier1Ratio

» Tier 2 Ratio

« Total Ratio

Required Capital Adequacy Based on Risk Profile:

fully paid-up capital, additional
paid-in capital, general reserve,
specific reserve, retained earnings
and profit for the period/year
(100%), other comprehensive
income deriving from potential
gain/loss from the changes in fair
value of financial assets classified
as available-for-sale, shortfall
between allowable amount

of allowance for uncollectible
account on productive assets
according to requirements

from prevailing regulations and
allowance for impairment losses
on productive assets. Deferred
tax assets, intangible assets
(including goodwill) and share

investments (100%) are deducted
from core capital. Additional core
capital includes non-cumulative
preference shares, subordinated
securities and subordinated debts
net of buyback portion.

«  Supplementary capital (tier 2),
which includes subordinated
securities and subordinated debts
and allowance for uncollectible
account on productive assets
according to requirements from
prevailing regulations.

The Bank’s regulatory capital position
under the applicable regulations as of
December 31,2016 and 2015 were as
follows:

In Billion Rupiah, except %

1,434,081 1,434,081
18,081,198 14,993,615
(370,025) (170,373)
19,145,254 16,257,323
1,160,435 1,230,684
20,305,689 17,488,007
101,476,360 92,187,139
721,963 1,151,508
8,860,547 7,644,293
1m,058,870 100,982,940
17.24% 16.10%
17.24% 16.10%
1.04% 1.22%
18.28% 17.32%
9.65% 9%-10%

78
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The Capital Adequacy Ratio (CAR) at
the end of 2016 increased by 1.0% to
18.3% from 17.3% at the end of 2015.
The increase in CAR was mainly driven
by an increase in risk-weighted assets,
increasing by 10.0% to Rp 111.1 trillion
in 2016 from Rp 101.0 trillion by the
end of 2015 in line with the growth in
loans. While the core capital (Tier 1)
rose by 17.8% to Rp 19.1 trillion at the
end of 2016 from Rp 16.3 trillion at the
end of 2015, due to current year profit
and revaluation surplus of fixed asset.

Marketable Securities Issued That Has
Been Repaid

Continuous Bonds | OCBC NISP Phase | Year 2013
With Fixed Interest Rate

Medium Term Notes | Bank OCBC NISP Year 2013

Continuous Bonds | OCBC NISP Phase Il Year
2015

Capital Adequacy Ratio (CAR)
Percent (%)

18.3%
17.3%
2015 2016

Supplementary Capital Ratio
M Core Capital Ratio

B February 11,2013 529
C 1,235
- - 900

A February 11,2013 1,095

370 days
2 years
3years

3 years

370 days

Solvency

Bank OCBC NISP’s solvency is
demonstrated by its ability to fulfill
payment obligations on principal and
interest of all marketable securities
and subordinated bonds issued by
the Bank. Details on payments of
the principal and interest related
to its marketable securities and
subordinated bonds are provided
below:

In Billion Rupiah

Effective Tenor Maturity Date of
Date Date Repayment

March 1, 2014 March 1,2014

February 19, 2015 February 19, 2015
February 19,2016 February 19,2016

April 18,2016 April 18,2016

February 20,2016 February 20,2016

Bank OCBC NISP has fully repaid the principal of the securities in accordance with agreed terms set forth in the prospectus

of the issued securities.

Interest Payment of Subordinated Bonds Il in 2016

Coupon

Coupon 23
Coupon 24
Coupon 25

Coupon 26

Rp 24,970,000,000
Rp 24,970,000,000
Rp 24,970,000,000

Rp 24,970,000,000

Repaid
Repaid
Repaid
Repaid

Interest Payment of Continuous Bonds | Bank OCBC NISP Phase | Year 2013 With Fixed Interest Rate in 2016

Coupon

Coupon 12

Rp 27,713,000,000

Repaid

Interest Payment Medium Term Notes | Bank OCBC NISP Year 2013 in 2016

Coupon
Coupon 1

Coupon 12

Rp 15,750,000,000

Rp 15,750,000,000

Repaid
Repaid

Interest Payment of Continuous Bonds | Bank OCBC NISP Phase Il Year 2015 With Fixed Interest Rate in 2016

Coupon
Coupon 4
Coupon 5
Coupon 6
Coupon 7

Rp 73,377,500,000
Rp 46,002,500,000
Rp 46,002,500,000

Rp 46,002,500,000

Bank OCBC NISP 2016 Annual Integrated Report

Repaid
Repaid
Repaid
Repaid
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FINANCIAL REVIEW

Interest Payment of Continuous Bonds Il Bank OCBC NISP Phase | Year 2016 With Fixed Interest Rate in 2016

Coupon
Coupon 1

Coupon 2

In 2016, Bank OCBC NISP has paid
interest and principle of issued
securities on timely basis.

The Bank’s ability to pay loans can be
seen from the following ratio:
 Liquidity Ratio
Bank OCBC NISP continued
to maintain a healthy level of
liquidity throughout 2016. One
of the measures was the Loan to
Deposit Ratio (LDR). Bank OCBC
NISP keeps managed an optimum
level of LDR, and succeeded
in maintaining it at 89.9% on
December 31,2016, whereby
decreased by 8.1% from 98.0% on
December 31, 2015.

Apart from LDR as liquidity
measuring indicator, the Bank

also maintained other funding
components, particularly those
that support mid-term and long-
term liquidity. These components
are no less important eventhough
they are not reflected in the Bank’s
LDR calculation, comprising of
mid-term and long-term financing
in the form of senior bonds,
Medium Term Notes, borrowings
and subordinated bonds.

The Bank has recorded a total
funding from Third Party Deposits,
Senior Bonds, Medium Term Notes,
borrowings and subordinated
bonds of Rp 108.3 trillion as of
December 31,2016. Hence, the
Loan to Funding Ratio, ratio of
distributed loans to total third
party deposits plus senior bonds,
Medium Term Notes, borrowings
and subordinated bonds, stood at
85.9%, a good level to support the
bank’s business growth in long
term.

Total Payment
Rp 39,443,125,000
Rp 39,443,125,000

Loan, Third Party Deposits and Funding
Rp Billion, except %

98.0%

‘\392%

88.9%

2015 2016

—o- Loan to Deposit Ratio (LDR)
~®= Loan to Funding Ratio

M Loan

& Third Party Funds

B Funding

Notes:

1) Loan to Deposit calculation is based on Bank Indonesia
Policy.

2) Fundingincludes Third Party Fund, Borrowings, Bonds
and Medium Term Notes (MTN.)

Dividend Policy

The company strives to create

value for stakeholders, and in this
regard, includes balancing efforts to
maximize shareholder value and to
achieve sustainable business growth.

Bank OCBC NISP’s dividend policy
consistently considers various factors,
including financial soundness and
condition, capital requirements, future
growth plans and compliance with
the provisions of regulator, while final
decision rests on the General Meeting
of Shareholders (GMS).

Related to the matters, Bank

OCBC NISP has made preparation,
which includes sustaining capital
adequacy ratio above the applicable
requirements that keep improving
in the next year aligned with the
implementation of third base and
also to support business growth and

Description
Repaid
Repaid

funding expansion; based on the
Annual General Meeting as stated
in Deed No. 31 dated April 7,2016
and Deed No. 32 dated April 9, 2015
of Notary Fathiah Helmi, SH., the
shareholders agreed not to distribute
dividends from profits in the financial
years 2015 and 2014, and to store Rp
100 million into the bank’s statutory
reserve for each of the financial year.
Description m

Cash Dividend
Payment Date

Cash Dividend per - -
Stock (Rp)

Total Cash
Dividend (Rp)

Capital Investment

The cost of capital investments

during 2016 amounting to Rp 232
billion, where the IT-related capital
investments in the amount of Rp 133
billion, were intended for the purchase
of tools for data center and branch,
purchase of ATM machines and other
IT items, as well as the development of
the required applications to support
business growth. The cost of capital
investments used internal funds.

* Objective of Capital Investment
To support business growth
and provide better service to
customers, the Bank has opened
one new office located in Kupang,
East Nusa Tenggara. The Bank also
added four ATMs and 266 EDC/PC
e-channel.

o Types of Capital Investment
Capital expenditure for 2016
consisted of Rp 58 billion for
the procurement of buildings,

Rp 148 billion for IT and office
equipments, and Rp 26 billion for
motor vehicles.

Bank OCBC NISP 2016 Annual Integrated Report



* Investment Value of Capital
Expenditure

In billion Rupiah

Land and Building 58 93
Office Equipment 148 128

and Information

Technology

Equipment

Motor Vehicles 26 30
Total 232 251

Significant Capital Commitment

In 2016, Bank OCBC NISP had

outstanding capital commitment for

capital investment in order to support

business expansion.

» Objective of Significant Capital
Commitment
Most of the commitment was
made in regard to expansion of
the Bank’s branch office network
and capacity of the Information
Technology System in order to
support business development
and daily banking operations.

Funding to Fulfill Capital
Commitments and Currency as
Denominations

Bank OCBC NISP still has
commitments for capital
investments amounting to

Description

Rp 39.7 billion as of December 31,
2016.The composition of capital
commitments in Rupiah and
foreign currency denominations
amounted to Rp 29.3 billion and
equivalent of Rp10.4 billion. The
cost used the Bank’s internal
fund. The composition of capital
commitments over the last two
years are as follows:

In billion Rupiah
Description mm
In Rupiah 29.3 6.1
In Foreign Currency 10.4 19.7
(Equivalent Rupiah)
Total 39.7 25.8

The Bank’s step to minimize risk
arising from foreign currency
exchange

Bank OCBC NISP continually
monitors the fulfillment of

its obligations related to the
outstanding capital commitment,
in order to ensure that each
financial obligation is met
consistently in a timely manner
with funds that have been
adequately allocated in advance.
Bank OCBC NISP has also prepared
the steps in relation to risks of
foreign currency fluctuations on
capital commitment denominated

in foreign currencies which

is managed by the Finance
Department with the Treasury
Division.

Information of Transaction with
Conflict of Interest or Related Parties
In 2015 and 2016, there was no
transaction undertaken by Bank
OCBC NISP that can be classified as
transactions with conflict of interest.

In 2016 and 2015, Bank OCBC NISP
performed a number of transactions
with related parties, among others are
with the Shareholders, other related
companies, BOC, BOD, and Executive
Officers in the form of current
accounts with other banks, derivative
receivables, acceptance receivables,
loans, prepayments, deposits from
customers, deposits from other banks,
derivative payables, borrowings,
accrued expenses, interest income,
interest expenses, as well as general
and administrative expenses. More
detailed explanation about fairness,
the reasons of the transaction, the
company’s policy related to reviewing
mechanism on transaction and related
regulatory compliance as described in
Note 45 to the financial statements
are presented on page 346 to 353 of
this Annual Integrated Report.

In Million Rupiah

Aypqisuodsay [e1os a3eiodio)

Current accounts with other banks

OCBC Bank, Singapore 91,046 88,999
OCBC Bank, Hong Kong 15,388 15,145
Derivative receivables

OCBC Bank, Singapore 11,561 12,932
Hendrawati 1 -
Hardi Juganda 6 -
Acceptance receivables

OCBC Bank, Singapore - 2,696
Loans

PT Kharisma Inti Usaha 141,354 581,754
Koperasi Binuang 48,593 38,792
PT Pakubumi Semesta 39,835 41,366
Griya Miesejati 33,703 43,570
SAS International 25,990 -
Sosial Enterprener Indonesia 11,429 15,771
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FINANCIAL REVIEW

In Million Rupiah

PT Angputra Jaya 10,000 7,935
CV Ganijan Jaya 693 944
Directors and key employees 35,082 19,846

Prepayments

Building Rental

2,119

56

Deposits from Customers

Current accounts 148,643 458,925
Savings accounts 67,828 52,845
Time deposits 401,052 371,770

Deposits from other banks

Current and saving accounts

32,276

38,049

Derivative Payables

OCBC Bank, Singapore

71,907

13,070

AcceptancePayables

OCBC Bank, Singapore 59,925 26,052
OCBC Bank, Hongkong 27,902 -
OCBC Bank, China 27,566 13,665
OCBC Bank, Thailand 990 -

Borrowings

OCBC Bank, Singapore

2,757,000

Accrued expenses

Accrued expenses

502

766

Interest income

Loans

Current accounts and placements with other banks

59,575
363

126,403
935

Interest expense

Deposits from customers 26,610 42,167
Deposits from other banks 1,384 628
Borrowings 44,314 52,548

General and administrative expense

Insurance premium expense

Rental expense

68,858
3,877

71,527
3,522

Information of Investments,
Expansion, Divestment, Acquisition or
Debt Restructuring

The company did not undertake other
significant transactions associated
with investment, expansion,
divestment, acquisition or debt

funding in loan distribution.
Cumulative Position on Realized
Utilization of Funds from Public
Offering as at End of Financial
Year
Bank OCBC NISP issued
Continuous Bonds | OCBC NISP

b. Series B, with tenor of two

years in total amount of

Rp 670 billion at 9.40% per

year, maturing on February

10,2017; and

Series C, with tenor of three
years in total amount of Rp

restructuring activities in 2016. Phase Il Year 2015 with Fixed
Rate on February 10, 2015, with
Report of Realized Utilization of Funds total amount of Rp 3.0 trillion
from Public Offering in 3 series:
Besides third party deposits, Bank a. Series A, with tenor of 370
OCBC NISP also utilized funds raised days in the amount of Rp
by issuing marketable securities 1,095 billion at 9.00% per
during 2015 and 2016 to diversify year, maturing on February
20,2016;

1,235 billion at 9.80% per
year, maturing on February
10, 2018.

All proceeds and net of
issuance costs have been used
to fund business growth by
channeling loans.
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Type of Public

Offering Effective Date

Bonds February 11,2013

Realization Value of Public Offering Proceeds

Total Public Public
Offering Offering
Proceed Cost

Net Proceed

3,000,000 8,674 2,991,326

In million Rupiah

Plan of Fund
Utilization
Based on
Prospectus

Realization
of Fund
Utlization

Remained
Fund Balance
from Public
Offering

Proceed

[ILET Y [ILET Y

2,991,326 2,991,326

In compliance with Bapepam Regulation and LK No. X.K.4, on July 10, 2015, Bank OCBC NISP submitted letter No.
064/CPDD-CDU/GH/PO-II/VII/2015 to the Financial Services Authorities regarding the report on proceeds of public
offering of Continuous Bond | OCBC NISP Phase Il Year 2015 with Fixed Rate, net of the issuance costs and fund used
entirely to support business growth by channeling loans, in accordance with the terms provided in the prospectus of

the bonds.

Bank OCBC NISP issued Continuous Bonds I OCBC NISP Phase | Year 2016 with Fixed Interest Rate dated May 11,2016
in total amount of Rp 2.0 trillion in 3 series:
a. Series A, with tenor of 370 days in the amount of Rp 837 billion at 7.50% per year, maturing on May 21, 2017;

b. Series B, with tenor of two years in total amount of Rp 380 billion at 8.00% per year, maturing on May 11, 2018;

and

c. Series C, with tenor of three years in total amount of Rp 783 billion at 8.25% per year, maturing on May 11, 2019.

All proceeds from the net of issuance costs have been used to fund business growth by channeling loans.

Type of Public

Offering Effective Date

Bonds April 29,2016

Realization Value of Public Offering Proceed

Total Public Public
Offering Offering
Proceed Cost

Net Proceed

2,000,000 7,250 1,992,750

In million Rupiah

Plan of Fund
Utilization
Based on
Prospectus

Realization
of Fund
Utlization

Remained
Fund Balance
from Public
Offering

Proceed

[ILETY [ILET

1,992,750 1,992,750

To comply with Financial
Service Authority (FSA)
Regulation, on January 11,2017
Bank OCBC NISP submitted
letter No. 034/CPDD-CDU/
GH/PUB-II/1/2017 to FSA
regarding the proceeds from
the Continuous Bond I OCBC
NISP Phase | Year 2016 with
Fixed Rate for the net of
issuance costs, have been used
entirely for funding business
growth by channeling loans, in
accordance with the provisions
of its prospectus.

There was no change made

to the plans for the utilizing
proceeds from public offerings
carried out by the company in
2015 and 2016.

Changes in Laws and Regulations that
Affect Financial Performance

There was no change in statutory
laws or regulations of Bank Indonesia
or Financial Service Authority (FSA)

in 2016 and 2015 that had a material
impact on the financial performance
or position of Bank OCBC NISP.

Reported Financial Information
Pertaining to Extraordinary Events
During 2016, there was no reported
financial information containing
extraordinary events.

Stock Ownership Programs for
Employees and/or Management
(ESOP/MSOP)

Up to 2016, Bank OCBC NISP had not
offered stock ownership programs
for employees and/or management.
Shares owned and held by members

Bank OCBC NISP 2016 Annual Integrated Report

of the bank management at the
present time has been derived from
shares previously owned.

Subsequent Events

On February 10, 2017, Bank OCBC NISP
made repayment of Continuous Bond
| OCBC NISP Phase Il Year 2015 with
Fixed Rate Series B with nominal
amount of Rp 670 billion.

Changes in Accounting Policies that

Affect on Financial Performance

e Prospective Accounting
Pronouncement
Financial Accounting
Standard Board of Indonesia
Institute of Accountants
(DSAK-IAl) issued several new
standards, ammendments and
interpretations but did not take
effect for the financial year
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FINANCIAL REVIEW

beginning 1January 2016 are as

follows:

- IFAS 31 “Interpretation of SFAS
13 work scope : Investment
Property”

- SFAS1Amandement
“Presentation of Financial
Statements”

- SFAS101 (revised 2016)
Presentation of Sharia
Financial Statements

- SFAS102 (amandement 2016)
Murabahah Accounting

- SFAS103 (amandement 2016)
Salam Accounting

- SFAS104 (amandement 2016)
Istishna Accounting

- SFAS107 (amandement 2016)
ljarah Accounting

The ammendments and revisions

became effective on January 1,2017.

When the financial statements
were issued, the Bank evaluated
the possible impact that might
appear from new standards and
revision as well as its influences on
the Bank’s financial statements.

A complete accounting policy could

be seen in Note 2 on the company’s
financial statements as of 31
December 2016 in other section which
is included in this Annual Integrated
Report.

Prime Lending Rate

Commercial Banks that conduct
conventional business activities in
Indonesia are required to report

and publish its prime lending rate

in Rupiah. It is the result of the
calculation of the three components,
namely: (1) Cost of Funds for Loans
or HPDK, (2) Overhead costs incurred
in the lending process, and (3) Profit
margin targeted for lending activities.

In calculating prime lending rate,
Bank OCBC NISP has not included its
individual customers’ risk premium
component. Prime lending rate is now
at the lowest rate used as the basis in
determining lending rates charged to
its customers.

Bank OCBC NISP reports that the
calculation of prime lending rate

in Rupiah to Bank Indonesia and
publishes it to the public. The Bank
calculates for three types of loans,
which are: (1) corporate loans, (2)
retail loans,and (3) consumer loans
(mortgage and non-mortgage). Non
mortgage consumer loans exclude
provision of funds through credit
cards and unsecured loans. This loan
classification is based on criteria
previously determined by Bank OCBC
NISP’s internal function. The bank
calculates the prime lending rate on
an annual basis, given in a percentage
form.

The prime lending rate which was
calculated and published at the end of
2016 and 2015 were as follows:

Description mm
Corporate Loans 10.50% 1.50%
Retail Loans 11.50% 12.25%
Consumer Loans
Mortgage 12.50% 12.75%
Non Mortgage 12.75% 12.75%
PROSPECT AND TARGET OF
BANK OCBC NISP

Target and Realization in 2016

A Realization Target

Around
0

Asset Growth 15% 10-15%
Return On 1.8% Around
Assets (ROA) e 1.8%
Revenue / Net Around
Interest Margin 4.6% %
(NIM) 47
Capital
Structure
/ Capital 18.3% 217%
Adequacy Ratio
(CAR)
NPL (Gross) 1.9% <2.5%

Bank OCBC NISP has completed 2016
with the following achieved targets,
namely:
Total Assets of Rp 138.2 trillion or
an increase of 14.7% as compared
with 2015 and achieved its target.
ROA achieved in 2016 is 1.8% or as
targeted.

Revenue as shown in the Net
Interest Margin at 4.6% and as
targeted.

Capital structure, as showed in
Capital Adequacy Ratio, is 18.3%
and as targetted.

The management’s policy of
setting forth prudent principles
supported by good corporate
governance and risk management
practices in loan disbursement
has been proven to be effective in
maintaining the credit quality at

a healthy level, whereas the gross
Non Performing Loan (NPL) is kept
at1.9%, lower than the maximum
level set by the Bank which is at ffi
2.5%. NPL ratio is also much lower
than the maximum level set by the
Central Bank which is 5.0% and the
average NPL ratio of the industry
at 2.9% by the end of 2016.

2017 Target

The Bank’s target growth of total
assets, loan, and third party funds has
been set at around 10-15% in 2017.The
growth strategy of Loan as the largest
contributor of the asset growth will
focus on the improvement of SMEs
and retail credit growth. The Company
will maintain its prudent loan
disbursement policy and will keep an
eye on the FSA credit growth directives
while also maintaining its Non
Performing Loans to no more than 5%
as set by the FSA. Loan growth will

be supported by the growth of third
party fund. The Bank will raise third
party fund by continuosly increasing
its current and saving accounts to
lower cost of fund.

Bank OCBC NISP will maintain its
profitability level by increasing net
interest revenue and contributions
from fee-based income. Among the
efforts to drive this are as follows:
launch of up-to-date products, services
and features which are aligned with
customers’ need and intensification
of product bundling and cross selling
strategies. The Company will keep on
improving efficiency and productivity
through control of operations cost,
end-to-end process improvement

and optimization of the network

Bank OCBC NISP 2016 Annual Integrated Report



performance of offices and ATMs.

Description Target 2017
Asset Growth Around 10%-15%

Loans Growth Around 10%-15%

Deposits Growth Around 10%-15%

Return On Assets

(ROA) Around 2,0%

Revenue / Net
Interest Margin
(NIM)

Around 4%

Capital Structure /
Capital Adequacy
Ratio (CAR)

Around 17%

Based on the
result of Annual
General Meeting of
Shareholders

Dividend Policy

Description

Real GDP

CPI Inflation

Exchange Rate (Rp/USD)
Government Treasury Bill 3 months
Indonesian Oil Price (USD/barrel)
Gas Lifting (Million barrel per Day)
Oil Lifting (Million barrel per Day)

BUSINESS PROSPECTS AND
STRATEGIC PRIORITIES IN 2017

Indonesian Economic Prospects
in 2017

Although Indonesia will face a number
of economic challenges, economic
growth is expected to improve to

5.1% as compared to 5.0% in 2016.
This optimism in the country’s

growth, however, is supported by

the momentum in the growth of
private consumption and investments
as steered by the recent economic
reform program. Additionally,

global commodity prices have been
increasing and is predicted to be the
catalyst for revenue and investment
improvements.

The following are the economic
indicators in 2017:

% y-0-y
% end period
Rp
%
usb

5.1
4.0
13,300
53
45
1,150

815

Source: Finance Ministry

Banking Industry Prospects in
2017

The economic condition in 2017 has
beengenerally predicted will be better
than in 2016.The lower credit rate will
serve as the catalyst to boost asset
growth in the banking sector in 2017
and is foreseen to be in the range of
10-12%. Intermediary functions of the
Bank, or the average loan, is projected
to grow between 10-12%. Average third
party fund is projected to grow by
9-11% this year. The Bank would have
a relatively strong capital, in line with
the Basel Ill implementation.

However, there are a number of
challenges in 2017 related with among
others (1) liquidity due to US Federal
Bank which intends to increase the
reference rate three times this year.
This could trigger capital outflow and
may lead to liquidity shortage in the
financial markets including Indonesia,
and (2) the level of credit risk which
still quite high.

Bank OCBC NISP is optimistic to
continue perform in 2017 in view

of the following indicators namely,
external factors and the Company’s
capabilities as the 12" largest
national bank in terms of assets,
strong capital support, consistently
GCG implementation, network,
comprehensive various product and
quality services in all industry sectors
and business segments.

Marketing Aspects and
Strategic Priorities in 2017
With Bank OCBC NISP’s strong
commitment of being “Your Partner
For Life”, the Bank is dedicated to the
highest standards of Good Corporate
Governance such as transparency,
accountability, responsibility,
independency, and fairness, to
support the Bank’s efficient and
ethical operations. This will create
added value for all stakeholders which
can further raise the market’s trust

Bank OCBC NISP 2016 Annual Integrated Report

and confidence, and at the same
time minimize reputational risks and
sustain financial performance and a
sustainable competitive advantage.

Bank OCBC NISP will take these

strategic steps to realize the Bank’s

vision and mission:

1. Strengthening the Bank’s business
model

2. Continuing transformation
in various fields to increase
productivity and service
effectiveness to customers

3. Increasing good capacity and
capability in human capital,
operational and technology

4. Effectively executing the three

lines of defense

Strengthening the brand

6. Optimizing synergy with OCBC
Group.

\:/'I
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GOOD CORPORATE
GOVERNANCE

Maintaining
Transparency




GOOD CORPORATE GOVERNANCE REPORT

GCG implementation in
Bank OCBC NISP is more
than just compliance

to the applicable laws

and regulations. It goes
beyond compliance, which
is a continuous effort for
sustainable innovation and
improvement of the GCG
implementation principles
to provide additional value
to all stakeholders, to
create sustainable business
growth.

Bank OCBC NISP 2016 Annual Integrated Report

INTRODUCTION

Good Corporate Governance (GCG) is
one of coporate control mechanism
to enable the achievement of
Company’s objectives and the
fulfillment of expectations among
the stakeholders and participants

in the corporation with their given
rights and responsibilities. GCG as an
operational basis, ensures that all the
processes and mechanisms involved
is directed towards the achievement
of Company’s objectives and impede
irregularities and risks that can lead to
the failure of company goals.

Commitment in

Implementing GCG

As one of the Bank’s commitments
towards GCG implementation, Bank
OCBC NISP has formulated clear Vision
and Mission statements as reflected in
the long term goals to be achieved in
the future, completed with a Mission
which describes how to achieve them.
Bank OCBC NISP’s Vision is “To become
the bank of choice with world-class
standards and to be recognized for its
care and trustworthiness”. This Vision
is reflected in the Bank’s Mission and
is based on the corporate culture.
With a clear Vision or objectives,

all parties within Bank OCBC NISP,
starting from employees to Board of
Directors and Board of Commissioners
,have a clear direction in achieving
the corporate goals which enabled
them to make decisions to achieve
the objectives. In order to achieve its
vision and deliver its missions, the
Bank upheld GCG’s principles, which
are Transparency, Accountability,
Responsibility, Independence, and
Fairness (TARIF). Based on these
principles, the Bank developed a
Governance Structure which consisted
of structure and infrastructure to
implement the Governance Process

in accordance with legislation and
existing best practices to deliver the
results expected by stakeholders,
thus creating long-term business
sustainability.

Bank OCBC NISP has owned a General

GCG Guideline, as a commitment for

GCG Implementation. The goals were:

1. To improve the Bank’s
performance, protect the interest
of stakeholders, and improve
compliance to laws and regulation
as well as ethical values in the
banking industry.

2. To manage within the GCG
Guidelines for a holistic and
integrated policy system,among
others:

a. Role and responsibilities
of each corporate organ in
implementing GCG.

b. Explanation of the Governance
System which consists
of Governance Structure,
Governance Process, and
Governance Outcome, which
are based from the five GCG
principles (TARIF).

c. Other factors related to the
Implementation of GCG,
including Stakeholders,
Conflict of Interest and
Remuneration.

d. Monitoring, evaluating
and reporting of GCG
implementation.

Governance Structure and
Infrastructure

GCG Structure [G4-3]

Bank OCBC NISP,a company
incorporated in Indonesia, embodies
and implements two-boards system
which consists of the Board of
Commissioners and the Board of
Directors who have the authority
and responsibility conformed by
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GOOD CORPORATE GOVERNANCE

their respective functions mandated in legislation and the Articles of Association. Herein is the structural chart of GCG

implementation:
Audit Committee N
Board of Commissioners Rlscko’:nn(:nitt;;

General Meeting of
Shareholders

Sharia Supervisory Board

Board of Directors
Committees under BOD

Remuneration and
Nomination Committee

Internal Audit .

Wholesale . : . . . l
Banking J Enterprise Banking J Human Capital J Operation & IT J Compliance
Network J Treasury J Retail Banking J Risk Management J Financial & Planning l

GMS « Selects, appoints, supervises and discharges the members of the Board of Commissioners and Board of
Directors.
Board of Commissioners (BOC) « Oversee the implementation of the Board of Directors duties and responsibilities in managing the company to

achieve targets set by GMS.
« Ensures that the Bank is on the right track and runs efficiently, effectively and minimizes risks of all
stakeholders and ensures the implementation of GCG.

Board of Directors (BOD) « Manage the company through setting agreed strategic policies to achieve performance targets set by the
GMS by minimizing risks and maintaining good relationships with stakeholders.
« Ensures adherance to various regulations and legislations and in accordance with the principles of GCG.

Committees < Provides recommendations, support strategy and policies that have been set by the management
< Supports better execution the duties of the BOC and BOD.

Risk Management Unit « Develops and implements a risk management system that covers all aspects of the Bank’s activities.
= Provides full support and advice to support product launch approval and/or new activity.

Compliance Unit « Ensures the Bank’s compliance to applicable and current regulations and legislations concurrent with the
growth and creation of compliance culture throughout the Bank’s business activities at every level of the
Bank’s organization.

Internal Audit Unit « Develops and implements internal control system to provide reasonable assurance on the achievement of
company goals through effective and efficient activities, reliability of financial and performance reports, asset
security and compliance to regulations.

GCG Infrastructure

Infrastructure constitutes the Bank’s policies and procedures in its conduct of business. Infrastructure also includes the
Bank’s strategic plan prepared in the form of Corporate Plan and Business Plan set in accordance with the Bank’s Vision and
Mission. Bank OCBC NISP has four policies grouped into planning, implementation, monitoring and reporting.

In addition, Bank OCBC NISP has:

1. BOC and BOD Charters which serves as a reference in the implementation of functions, duties, and responsibilities in
managing the company.

2. Policy related to the responsibility for the preservation of natural resources and environment, to participate in the
sustainable economic development to improve the quality of life and environment that is beneficial to the Bank, local
community and society.

3. Collective Labor Agreement (CLA) that ensures the rights and responsibilities of all parties to support conducive work
environment.

Bank OCBC NISP 2016 Annual Integrated Report




4. Whistleblowing system to obtain
reports and complaints as well as
suggestions and criticisms from
employees and other stakeholders
and protect the identity of
individuals who reported the
violations.

5. Business ethics and code of
conduct that is implemented
continuously and consistently
which involves key organs in
the organization and within the
company to enable the formation
of a corporate culture which
manifests company values.

Realization of GCG
Implementation

For 2016 in general, GCG has
implemented the following:

1. Preparation, improvements

and adjustment of policies and

guidelines on the following:

a. Procedure Adjustment of the
Selection of Candidates of
Commissioners, Directors and
Committees into Procedure of
Appointment and Dismissal
of Commissioners, Directors
of Sharia Supervisory
and Committees; and the
additional new policy of
nomination for Commissioners,
Directors, Sharia Supervisory
and Committees.

b. Procedure Adjustment of
Planning and Implementation
of GMS and Public Expose.

c. Improvement of Affiliation
Transaction and Transaction
with Conflict of Interest
Management Policy.

d. Re-examination of Information
Wall.

e. Preparation of Remuneration
Policy in fulfilling Financial
Services Authority (FSA)
Regulation No.45/POJK.03/2015
about the Implementation
of Governance in Providing
Remuneration for Commercial
Bank.

2. Three Lines of Defense
In risk management, the
Bank must have an adequate
organizational structure of

Bank OCBC NISP 2016 Annual Integrated Report

risk management involving its
elements which are divided into
three line of defense. BOC and
BOD are assisted by Board Risk
Commitee in conducting active
surveillance. BOD established
committees namely Credit

Risk Management Committee,
Headquarter Credit Committee,
Specific Provision Committee,
Asset Liability Management
Committee (ALCO), Market

Risk Management Committee,
Operational Risk Committee and
other committees.

Based on the main principle of risk
management, the process is under
the responsibility of all employees
and risk awareness which is
already an integral part of the
Bank’s corporate culture. With the
Three Line of Defense approach,
risk management functions are
performed comprehensively by

all levels within the organization
which is started from an oversight
and done by BOC and BOD.

Top management, all frontline
businesses, and all supports unit
serve as the First Line of Defense
in achieving business growth by
considering risk aspects in every
decision made. Risk Management
Group and Compliance Division
are the Second Line of Defense
which are in charge of managing
risk independently, together

with the Bank’s Internal Audit
Division, which is the Third Line

of Defense, and is responsible

for providing risk assurance as
well as monitoring and periodic
evaluation.

Good Corporate Governance

Initiatives in 2017

1. GCGisimplemented consistently
by the Bank to create a healthy
and efficient management as well
as to contribute to the economy
sector.

2. Conduct a review of
the compliance of GCG
implementation with best
practices and perform business
with dignified or conforming to
ethics.

3. Maintain consistency in applying
GCG to which have brought Bank
OCBC NISP various achievements,
both for its financial performance,
and soundness of the Bank as
well as national and international
awards.

Evaluation and Control
Evaluation and control are the process
wherein the the Bank’s activities and
performance are monitored so that

it can be compared with the actual
results and targets by using the
results in determining the appropriate
action and resolve problem. The
process is done in accordance with the
Bank’s Governance Implementation
assessment. The self-assessment and
the assessment done by external
parties are undertaken to ensure

that the established standards are
implemented, fulfilled, evaluated, and
enhanced.

GCG Assessment by Internal
and External Parties

GCG assessment is required to ensure
that GCG implementation is well-
performed. At Bank OCBC NISP, it

is implemented by internal parties
through self-assessment and assessed
by independent external parties.

1. GCG Assessment by Bank OCBC
NISP Internal Parties (Self-
Assessment)

In order to fulfill FSA Regulation

No. 55/POJK.03/2016 regarding

GCG Implementation for

Commercial Bank, it requires the

Bank to perform self-assessment

which at least covers 11 GCG

Implementation Assessment

Factors which are:

a. Implementation of BOC duties
and responsibilities.

b. Implementation of BOD duties
and responsibilities.

c. Committees’ duties
implementation and
completeness.

d. Conflict of interest
management.

e. Implementation of compliance
function.

f.  Implementation of internal
audit function.
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GOOD CORPORATE GOVERNANCE

g. Implementation of external
audit function.

h. Risk management
implementation, including
internal control system.

i.  Fund provision for related
party and provision of large
exposures.

j. Transparency of the Bank’s
financial and non-financial
condition, report on the GCG
implementation and internal
reporting.

k. Bank’s strategic plans.Itis
acknowledged that there is
sustainable improvement
of GCG quality into internal
business process through
assessment.

Based on the self assessment
result from the period of July -
December 2016, GCG was well-
implemented and supported
by duties and responsibilities
of BOC, BOD and Committees
which showed effectiveness,
independence and no violation
of the regulations. The setting
and implementation of conflict in
interest was in accordance with
applicable regulations.

GCG was also strengthened by
the independent and effective
compliance, as well as Internal
Audit and External Audit
Functions. Bank OCBC NISP has
established policies, procedures,
management information
systems as well as the duties and
functions of each organizational
structure. Condition disclosing
conflicts of interest in decision-
making were complemented by
minutes of meetings which were
administered and documented.
Another factor that supported
GCG was comprehensive Risk
Management Implementation
which is according to the
complexity of the Bank including
active surveillance of BOC and
enhancing Internal Control.

Fund provision for related party
and large exposures has also

been arranged and well-executed
in the Policies and Procedures.
Transparency of financial and

non financial condition were also
adequate, timely and accurate.
Business Plan has been prepared
in accordance with the Vision and
Mission as well as the Corporate
Plan which is monitored regularly.

GCG Implementation Assessment

by External Parties

a. Corporate Governance
Perception Index (CGPI)
GCG implementation
research and rating according
to Corporate Governance
Perception Index (CGPI) 2015
by the Indonesian Institute for
Corporate Governance (lICG),
which is themed “Corporate
Governance in Sustainability
Perspective” in July to October
2016.Bank OCBC NISP
successfully retained the “Most
Trusted Company” category
and improved its Corporate
Governance Index score from
86.52in 2015 to 86.85in 2016.

b. ASEAN Corporate Governance
Scorecard (ASEAN CG
Scorecard)

As a commitment to improve
the quality of Corporate
Governance implementation,
Bank OCBC NISP commits

to meet the good standard

of corporate quality, which

is not only determined by
regulators in Indonesia but
also in ASEAN. ASEAN CG
Scorecard assessment in
Indonesia is administered

by the Indonesian Institute
for Corporate Directorship
(1ICD) as a representative of
the Domestic Ranking Body
ASEAN Corporate Governance
Scorecard in Indonesia. The
assessment done by [ICD
refers to the principles of
Corporate Governance which is
developed by the Organization
for Economic Cooperation and
Development (OECD), which
includes:

1) Rights of shareholders.

2) Equal treatment toward
shareholders.

3) Role of stakeholders.

4) Disclosure and
Transparency.

5) Reponsibilities of the Board.

Based on the assessment

above, Bank OCBC NISP

managed to receive an

award in the category

of “Responsibility of the

Board” and garnered “Top 10

Public Company” for three

consecutive years.

MANAGEMENT AND
IMPLEMENTATION OF
FINANCIAL CONGLOMERATE

Based on FSA Regulation related

to Financial Conglomerate, Bank
OCBC NISP has been appointed by
OCBC Limited (the Last Controlling
Shareholder) through OCBC Overseas
Investment Pte. Ltd. (Controlling
Shareholder) as Main Entity in OCBC
Financial Conglomerate in Indonesia
with PT Great Eastern Life Indonesia
and PT OCBC Sekuritas as sister
company.

In order to meet the provisions of
Financial Service Authority (FSA)
Regulation No.17/POJK.03/2014
regarding the Implementation

of Integrated Risk Management
for Financial Conglomerate, FSA
Regulation No.18/POJK.03/2014 in
relation to the Integrated Governance
for Financial Conglomerate and
No.26/POJK.03/2015 on Integrated
Minimum Capital Adequacy
Requirement for Financial
Conglomerate, Bank OCBC NISP
has been functioning as the Main
Entity in performing its duties and
responsibility.

Bank OCBC NISP has formed Integrated
Governance Committee, Integrated
Compliance Working Unit (SCOT)
conducted by Compliance Division,
Integrated Internal Audit Working Unit
(SKAIT) conducted by Internal Audit
and Integrated Risk Management

Bank OCBC NISP 2016 Annual Integrated Report



Working Unit (SKMRT) conducted by
EPPM Division. All functions have been
implemented since the issuance of FSA
regulation in relation to Integrated
Financial Conglomerate in 2015.

Implementation of Integrated
Governance

In accordance with FSA Regulation
No.18/POJK.03/2014 regarding

the Implementation of Integrated
Governance for Financial
Conglomerate, Bank OCBC NISP,

as Main Entity, are required to

apply Integrated Governance
comprehensively and effectively by
applying the integrated compliance
function, integrated internal

audit function, integrated risk
management, establishment of
Integrated Governance Committee on
June12,2015,and has guidelines for
integrated governance as a basis for
OCBC conglomerate in Indonesia in
applying the principles of integrated
governance. Integrated Governance
Guidelines have been prepared and
submitted to the respective FSIin
OCBC Financial conglomerate in
Indonesia on June 26,2015. In 2016,
there was no improvement on those
guidelines.

In general, OCBC Financial
Conglomerate entity in Indonesia
has well-implemented the integrated
governance with the fulfillment

of three aspects consisting of
structure, process and outcome.
Fulfillment aspects of the adequate
structure, infrastructure, and
effective governance processes
have ensued good outcomes. In
assessing these aspects, Bank OCBC
NISP as the main entity conducts
self-assessment as stipulated in
the SEOJK No.15/SEQJK.03/2015
regarding the Implementation of
Integrated Governance for Financial
Conglomerate based on seven
factors of assessment. Overall, it
has been overseen by BOC of Main
Entity through regular meetings

in accordance with applicable
regulations. Bank OCBC NISP

has submitted 2015 Integrated
Governance Report and Integrated

Bank OCBC NISP 2016 Annual Integrated Report

Governance Implementation
Assessment Report for the period of
January to June 2016 to the FSA.

Main Entities BOD and BOC

1. Main Entities BOD and BOC have
met the integrity, competency, and
financial reputation requirements
and have obtained the Financial
Services Authority’s approval.

2. All members of the Main Entities
BOD and BOC is knowledgeable
about the main entity, such as
understanding the major business
activity and major risks from the
Financial Services Institution (FSI)
in Financial Conglomeration,
gained from education, both
formal and non-formal and work
experiences.

Duties and responsibilities of

the Main Entities BOD

In order to ensure the implementation

of Integrated Governance, duties and

responsibilities of the Main Entities

BOD:

1. Developing Integrated Governance
Guidelines.

2. Directing, monitoring,and
evaluating the implementation of
Integrated Governance.

3. Following up the direction or
advice from the Main Entities BOC
to develop Integrated Governance.

4. Delivering the Integrated
Governance Guidelines to
FSldirectors in Financial
Conglomerate.

5. Ensuring that the audit findings
and recommendation from
Integrated Internal Audit Unit,
External auditor, Integrated
Compliance Unit, supervision
results from FSA and/or other
authorities results which have
been followed up by the FSlin
Financial Conglomeration.

Report of Main Entities BOD

Duties

1. Integrated Governance Guidelines
has been arranged and submitted
to each BOD FSlin Financial
Conglomerate in Indonesia (PT
OCBC Sekuritas Indonesia and
PT Great EasternLife Indonesia)

through the Corporate Secretary
onJune 26, 2015.

2. Main Entity BOD has directed,
monitored, and evaluated the
Integrated Governance Guidelines,
among others, through Main
Entity BOD Meetings held on a
regular basis for at least twice in
a year, which have been held on
February 10,2016 and August 3,
2016.

3. During 2016, there was no
action needed to be performed
by the Main Entity BOD in
order to improve Integrated
Governance Guidelines. Based
on the provisions of Integrated
Governance Guidelines,
improvements will be made at
least two years from the effective
date or at any time in the event
that changes in the factors affect
the business activities of financial
conglomerates significantly.

4. Main Entity BOD has followed up
the findings of Integrated Internal
Audit and Compliance Unit in
Main Entity BOD meetings on
February 10,2016 and August 3,
2016, held a meeting with GELI on
May 13,2016, and coordinated with
FSI BOD (GELI and PTOs) on May
26,2016 to ensure that the audit
findings and recommendations
from the Integrated Internal
audit Unit, external auditors, FSA
monitoring results, have been
followed up by FSIin Financial
Conglomeration.

Main Entity BOC Duties and

Responsibilities

In order to monitor the Integrated

Governance, the following are their

duties and responsibilities:

1. Monitoring governance in each
FSlin accordance with Integrated
Governance Guidelines.

2. Supervising Main Entity BOD
duties and responsibilities, and
providing direction or advices on
Integrated Governance Guidelines.

3. Approving Integrated Governance
Guidelines.

4. Evaluating and developing
Integrated Governance Guidelines.
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GOOD CORPORATE GOVERNANCE

Main Entity BOC Activities

Report

1. Main Entity BOC monitored
the Integrated Governance
implementation through Main
Entity BOC meetings held on April
19 and August 19, 2016.

2. Main Entity BOC has supervised
Main Entity BOD duties and
responsibilities through Main
Entity BOD meetings held on
regular basis or at least twice in a
year, and were held on April 19 and
August 19, 2016.

3. Main Entity BOC has evaluated
Integrated Governance Guidelines
in accordance with the Integrated
Governance Committee advice of
the unnecessary development in
Integrated Governance Guidelines
in 2016.

4. Main Entity BOC Meeting results
last April 19 and August 19,

2016 have been set out in the
minutes of meeting and are
well-documented, including clear

disclosure of dissenting opinions
with the following reason.
5. Recommendation of the Main
Entity BOC monitoring results on:
a) Implementation of the
Main Entity BOD duties and
responsibilities
b) Integrated Governance
Implementation
c) Evaluation of the Integrated
Governance Guidelines
has been submitted to the Main Entity
BOD through the Main Entity BOD
meetings held on April 19 and August
19,2016.

Integrated Governance
Committee

Legal Basis of Establishment
Integrated Governance Committee
was formed by the Main Entity BOC
according to Main Entity BOC Decree
No. 001/DEKOM-EU/IPC/VI/2015 dated
June 12, 2015.

Structure, Composition, and
Membership of Integrated
Governance Committee
Determination of Committee
members are subject to the FSA
Regulation No.18/POJK.03/2014
dated November 18,2014 on
Integrated Governance for Financial
Conglomerate (the following are
amendments in the future), with a
composition consisting:

- Commissioner who becomes
the Head of the Main Entity
Committee, as Chairman.

- Independent Commissioner who
represents and is appointed by FSI
in Financial Conglomeration, as
member.

- Independent party, as member,
and

- Sharia Supervisory Board
member from FSlin Financial
Conglomeration, as member.

The appointment of Integrated
Governance Committee member by
Main Entity BOC is through Main
Entity BOC Decree No. 002/DEKOM-
EU/IPC/VI/2015 dated June 12, 2015,
with the following composition:

position inthe committe | N I " " S

Chairman
Member
Member
Member

Member

Independent Commissioner of PT Bank OCBC NISP Tbk
Independent Commissioner of PT OCBC Sekuritas Indonesia

Independent Commissioner of PT Great Eastern Life Indonesia

Independent Party

Sharia Supervisory Board of PT Bank OCBC NISP Tbk

Jusuf Halim
Nancy Effendy
Washinton Pandapotan Sihombing
Kurnia Irwansyah

Mohammad Bagus Teguh Perwira

Total and composition of the
Independent Commissioners from the
Integrated Governance Committee

at PT Bank OCBC NISP Tbk. as Main
Entities in OCBC Finance conglomerate
in Indonesia is in accordance with the
Financial conglomerate needs as well
as the efficiency and effectiveness

of the implementation of Integrated
Governance Committee tasks with
regards to the representation of each
financial services sector. Integrated
Governance Committee consists of
members from PT Bank OCBC NISP
Tbk.as Main Entities, and Financial
Services Institution: PT OCBC Sekuritas
Indonesia and PT Great EasternLife
Indonesia.

Integrated Governance Committee

Duties and Responsibilities

The following duties and

responsibilities are:

a. Evaluating the Integrated
Governance in at least through
adequacy assessment of internal
control and integrated compliance
function.

b. Providing recommendation to
Main Entity BOC in developing
Integrated Governance Guidelines.

Policy, Frequency, and Attendance of
Integrated Governance Committee
Meeting

In accordance with Main Entity BOC
Decree, the meeting procedures are:

1. Holding a meeting on a regular
basis at least once in each
semester.

2. Meeting can be held through video
conference.

3. Meeting results shall be set out in
the minutes of meeting and well-
documented.

4. Dissenting opinions are clearly
included in minutes of meeting
with the reason.

5. Integrated Governance Committee
Meeting is valid and has the
right to make decisions if more
than half of the members of the
Integrated Governance Committee
are present or represented in the
meeting.

Bank OCBC NISP 2016 Annual Integrated Report



6. Integrated Governance Committee
meeting decision must be taken
based on deliberation. If the
deliberation could not be achieved,
a voting will be conducted if more
than half of the total votes are
validly issued in the meeting.

During 2016, Integrated Governance
Committee held 3 (three) meetings
dated Febuary 11,2016, August 4, 2016,
and December 13,2016, with 100%
attendance rate.

Integrated Governance Committee
Duties Report

1. In 2016, Integrated Governance
Committee has evaluated the
implementation of Integrated
Governance, at least through
the adequacy assessment
of internal controls and the
implementation of integrated
compliance function in Integrated
Governance Committee Meetings
dated February 11, August 4, and
December 13,2016.

2. Integrated Governance Committee
suggested to Main Entity BOC that
Integrated Governance Guidelines
do not need to be developed.
Based on the provisions in Point
1.2 of Integrated Governance
Guidelines with policy code FCP-
00001-L2 dated June 23, 2015,
improvements will be made at
least two years from the effective
date or at any time in the event
of changes in the factors that
influence the business activities
of the financial conglomerate
significantly.

3. Integrated Governance Committee
Meeting results on February
1, August 4, and December 13,

2016 have been set out in the
minutes of the meeting and
well-documented, including clear
disclosure of dissenting opinions
(if any) with the following reason.

Implementation of Integrated
Risk Management

Integrated Risk Management
Implementation is supervised by
SKMRT which coordinates with

each Financial Service Institution
(FSI). Its provisions require OCBC
Financial Conglomerate in Indonesia
to implement integrated risk
management including reputation
risk, credit risk, market risk, operational
risk, liquidity risk, strategic risk, legal
risk, compliance risk, intra-group
transaction risk and insurance risk.

Bank OCBC NISP formed Integrated
Risk Management Committee to
help the Bank’s Board of Directors as
Main Entity to give recommendations
to Main Entity’s Board of Directors

in Integrated Risk Management
policy development and planning of
emergency condition to anticipate
any changes due to the business
development as well as external
condition. Also to improve Integrated
Risk Management Policy regularly or
incidental due to FSlexternal and
internal condition which will impact
to the FSIrisk profile and evaluation
result of effective Integrated Risk
Management implementation.

Each policies and procedures have
been submitted to the respective FSI
and divisions in the Main Entity as
guidelines for the implementation
of integrated risk management. The
Integrated Risk Management policy

has been reviewed in June 2016 with
non-material changes that have been
approved by the Director of Main
Entity and informed to BOC Main
Entity.

Since the issuance of SEOJK No.14/
SEOJK.03/2015 on Integrated

Risk Management for Financial
Conglomerate, Bank OCBC NISP as
the Main Entity has complied its
obligation by reporting integrated risk
profile to FSA for the period of end
year 2015 and Semester | of 2016.

Integrated Risk Management
Committee

Bank OCBC NISP as Main Entity has
formed Integrated Risk Management
Committee.

Duties and Responsibilities of
Integrated Risk Management

Committee

Integrated Risk Management
Committee has duties and
responsibilities to assist the Board

of Director PT Bank OCBC NISP Tbk
as Board of Director Main Entity in
Financial Conglomerate OCBC in
Indonesia to compose Integrated
Risk Management Policy, oversee
policy implementation as well as
giving recommendation in regards to
the action taken needed regarding
Integrated Risk Management,
including the implementation of Risk
Management in PT Great Eastern

Life Indonesia and PT OCBC Sekuritas
Indonesia in relation the Financial
Conglomerate.

Composition of Integrated Risk
Management Committee is as follows:

Chairperson

Risk Management Director of PT Bank OCBC NISP Tbk

Joseph Chan

Member President Director of PT Great Eastern Life Indonesia Clement Lien Cheong
Member President Director of PT OCBC Sekuritas Indonesia Lim Kim Siah
Member Executive Officer of PT OCBC Sekuritas Indonesia Yanni Liaw
Member Head of Credit Risk of PT Bank OCBC NISP Tbk Heriyanto Lee
Member Corporate Credit Risk Management Division Head of PT Bank OCBC NISP Tbk Cindy Siauw
Member Asset Recovery Management Division Head of PT Bank OCBC NISP Tbk Linda Adam
Member Market and Liquidity Risk Management Division Head of PT Bank OCBC NISP Tbk Budi Gunawan
Member Operational Risk Management Division Head PT Bank OCBC NISP Tbk Robby Hardijono
Member Enterprise Risk and Policy Management Division Head PT Bank OCBC NISP Tbk (Secretary) Caecilia Zilvia Suzanna

Bank OCBC NISP 2016 Annual Integrated Report
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GOOD CORPORATE GOVERNANCE

Integrated Risk Management
Committee Activities Report

The Integrated Risk Management
Committee conducted his duties and
responsibilities through meetings

to discuss and ensure that the
implementation of risk management
in regards to the finacial conglomerate
has been well-implemented at Bank
OCBC NISP as Main Entity as well as at
PT Great Eastern Life Indonesia and PT
OCBC Sekuritas Indonesia as Financial
Service Institutions (FSI).

After passing through the preparion
in 2015, in 2016 together with both
FSI, Bank has conducted assessment
on the risk profile of each FSI and
integrated risk profile. In addition,
measurement on the integrated
capital adequacy has also been

done, as required by the regulator.
Integrated Risk Management
Committee has conducted evaluation

Agenda

and recommendation on several
policies needed to become guidance in
the implementation of integrated risk
management.

Integrated Minimum Capital
Adequacy Requirement

According to FSA Regulation
No.26/POJK.03/2015 regarding

the Integrated Minimum Capital
Adequacy Requirement for Financial
Conglomerate, whereas the main
entity is required to implement
integrated capital management
comprehensively and effectively.
Bank OCBC NISP has had policies
and procedures, has conducted an
assessment of integrated capital
adequacy, monitored and submitted
the integrated reports to FSA, had
an adequate internal control system
related to integrated capital and
reviewed the Integrated Capital

Management periodically. As of
December 2015, the Integrated
Minimum Capital Adequacy
Requirement Ratio has met the
requirement to be above 100%.The
year end 2015 and Semester | - 2016
report have been submitted to FSA.

GENERAL MEETING OF THE
SHAREHOLDERS (GMS)

General Meeting of Shareholder (GMS)
is Bank OCBC NISP’s highest authority,
which has the authority not granted
upon BOC or BOD, as regulated in the
Law on Limited Liability Company and/
or the Articles of Association of Bank
OCBC NISP.

Resolution and Realization of
Annual General Meeting of
Shareholders (AGMS) 2015

In 2015, Bank OCBC NISP held AGMS
once with the realized resolutions
such as:

Resolution Realization

In accordance with the recommendation of

Appointment of Public
Accountant for 2015 and
determination of relevant
honorarium and other
requirements regarding the
appointment.

Approved the granting of authority to BOD based on the approval of BOC

or at least 3 (three) members of BOC, after receiving the recommendation
from the Audit Committee to appoint a Public Accountant for 2015 as well
as determining the honorarium and other qualifications for the appointed
Public Accountant.

the Audit Committee No. 001/AC/IV/2015
dated April 16, 2015, the BOC appointed Public
Accounting Firm Tanudiredja, Wibisana, Rintis
& Rekan as the Public Accounting Firm for 2015
by the BOC Decree.028/DEKOM/IPC-LS/IV/2015

dated

April 20, 2015.
Amendments to the 1. Approved the amendments of the Articles of Association that refers The bank has registered the amendments of
Company’s Articles of to the applicable regulation and rearranging of the Bank’s Articles of the Articles of Association in the Company
Association. Association. Register No. AHU-3500716.AH.01.11. YEAR 2015

dated May 5, 2015 and has been announced in

2. Granting the authority to BOD: Berita Negara RI.
a. To state the decision of the Meeting in the form of Notarial deed and

to perform all necessary actions which are related to the decision.
b. To notify the Minister of Law and Human Rights of the Republic of

Indonesia, register and announce the amendments, so that they are

legitimate according to the law, which includes the ability to perform

alteration or addition to the Articles of Association if required by a

competent authority and to do everything necessary as required by

the applicable laws and regulations.

Changes in the composition 1.
of BOC and BOD, as well
as determination of

Approved the re-appointment of Samuel Nag Tsien and Hardi Juganda
as Commissioners for a term of office after the Meeting was closed
until the next Annual General Meeting Shareholders in 2018 is closed.
salary/honorarium and 2. Approved the re-appointment of Yogadharma Ratnapalasari,Rama
allowances of BOC and Pranata Kusumaputra and Martin Widjaja as Directors for a term of
BOD. office after the Meeting was closed until the next Annual General
Meeting Shareholders in 2018 is concluded.

3. Regarding the determination of salary/ honorarium and allowances of
BOC and BOD, it has been determined in the Annual General Meeting
Shareholders held on April 7,2014 for financial year of 2014 until 2016.

Re-appointment of BOC and BOD has been
expressed on Notarial deed and registered
in the Company Register No.AHU-3500758.
AH.o1.11. year 2015 dated May 5, 2015.
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Schedule of Notification, Announcement, Meeting Invitation and Submission of the Annual GMS

Resolution April 7,2016

March 1,2016

It was announced in

Bisnis Indonesia, Indonesia
Stock Exchange’s website
(through e-reporting) and
www.ocbcnisp.com.

Notification

February 23,2016

The Bank submitted a
notification letter on

the AGMS planning to the
FSA and IDX (through
e-reporting).

March 16,2016

It was announced in

Bisnis Indonesia, Indonesia
Stock Exchange’s website
(through e-reporting) and
www.ocbcnisp.com.

April 7,2016

AGMS was held at 14.14 WIB
—end, took place at

the 23rd Fl of OCBC NISP
Tower, JI. Prof. Dr. Satrio Kav.
25, South Jakarta.

April 8,2016

It was announced in

Bisnis Indonesia, Indonesia
Stock Exchange’s website
(through e-reporting) and
www.ocbcnisp.com.

Resolution and Realization of

AGMS 2016

The Implementation Procedures

of AGMS 2016 was performed in
accordance with the Regulation of the
Financial Service Authority (FSA) No.
32/POJK.04/2014 on GMS Planning

and Implementation.

Agenda and Total Votes

First Agenda:

Approval on the Company’s
Annual Report for the financial
year 2015.

« Approve :11,411,183,387 votes
+ Abstain: Nil
+ Disapprove : Nil

Second Agenda:

Appropriation of the Company’s
profit earned in the financial year
2015.

- Approve :11,41,183,387 votes
e Abstain: Nil
« Disapprove: Nil

Third Agenda

Report on the Actual Use of the
Proceeds from Continuous Bond |
Phase Il Year 2015.

« Approve : 11,411,183,387 votes
« Abstain: Nil
« Disapprove : Nil

Fourth Agenda

The appointment of Public
Accounting for 2016 as
well as determination of
relevant honorarium and
other qualifications for the
appointment.

« Approve :11,411,183,387 votes
« Abstain: Nil
« Disapprove : Nil

In 2016, Bank OCBC NISP has
organized AGMS once on April 7,

2016 in a strategic location and easily
accessible by the stakeholders and
located in the Head Office of Bank
OCBC NISP at OCBC NISP Tower, South
Jakarta.

The entire results and the proceedings
were listed in the deed of AGMS Deed
dated 7 April 2016 made by notary,
which is available and can be accessed
at www.ocbcnisp.com.

The AGMS 2016 had five agendas, all
AGMS resolutions have been realized
in 2016 were as follows:

Resolutions and Realization

1. Approved the Annual Report of the Financial Year which ended on December 31, 2015 including the BOD and BOC
Supervision Reports.

2. Approved and ratified the Bank’s Financial Statements for the financial year, which ended on December 31,
2015, had been audited by Public Accounting Firm Tanudiredja, Wibisana Rintis & Rekan, a member firm of the
PricewaterhouseCoopers global network, which was based on the report last January 25,2016 and was re-published
on March 17, 2016.

3. Released all members of BOC and BOD from all responsibilities and liabilities (acquit et de charge) for all
management and supervision performed during the financial year 2015. Such actions are reflected in the Annual
Report and Financial Statements for 2015, except for embezzlement, fraud and other criminal acts.

Approved the use of the profit earned in financial year 2015 amounting to Rp 1.500.834.527.070,- after being deducted
by statutory reserves amounted to Rp 100,000,000,-, in accordance to Law No. 40 Year 2007 on Limited Liability
Companies which would be fully used to strengthen the Bank’s capital position and was not distributed as dividends to
shareholders.

After deducted by emissions, the Report has been used for business growth in the form of credit lending in accordance
with the prospectus plan.

Approved the granting of authority to BOD based on BOC approval or with at least three members of BOC, after
receiving the recommendation from Audit Committee to appoint a Public Accountant for 2016 and determine the
honorarium and other qualifications for the appointment.

Realization:

In accordance with the recommendation of the Audit Committee No. 001/AC/V/2016 dated May 13,2016, BOC
appointed Public Accounting Firm Tanudiredja, Wibisana, Rintis & Rekan as the Public Accounting Firm for 2016 based
on BOC Decree No. 020/DEKOM/IPC-LS/V/2016 dated May 20, 2016.
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GOOD CORPORATE GOVERNANCE

Agenda and Total Votes

Fifth Agenda 1.
Changes in the composition

of BOC and BOD as well as
determination of salary/

honorarium and allowances.

Approved the re-appointment of Andrae Krishnawan
W., Johannes Husin and Low Seh Kiat as Directors for
a term of office after the Meeting was closed until the
next Annual General Meeting Shareholders in 2019 is
concluded.

« Approve : 11,411,183,387 votes Therefore the composition of Board of Commissioners
« Abstain: Nil is as follows:
« Disapprove : Nil + Chairman: Pramukti Surjaudaja
+  Deputy Chairman: Peter Eko Sutioso (Independent
Commissioner)
+ Independent Commissioner: Roy Athanas
Karaoglan
«  Commissioner: Samuel Nag Tsien
« Independent Commissioner: Jusuf Halim
+ Independent Commissioner: Kwan Chiew Choi
«  Commissioner: Lai Teck Poh (Dua Teck Poh)
« Commissioner: Hardi Juganda

The composition of Board of Directors is as follows:
+ President Director & CEO: Parwati Surjaudaja

+ Managing Director: Yogadharma Ratnapalasari
+ Managing Director: Rama Pranata Kusumaputra
« Managing Director: Emilya Tjahjadi

+ Managing Director: Hartati

+ Managing Director: Martin Widjaja

+ Managing Director: Andrae Krishnawan W.

+ Managing Director: Johannes Husin

+ Managing Director: Low Seh Kiat

+ Managing Director: Joseph Chan Fook Onn

Resolutions and Realization

2. Regarding the determination of salary/ honorarium
and allowances of BOC and BOD:

(i) To re-authorize OCBC Overseas Investment Pte.
Ltd. as the majority shareholder based on the
recommendation of the Remuneration and
Nomination Committee to determine the amount
of salary or honorarium and allowances for BOC.

(i) To re-authorize BOC on the recommendation of
the Remuneration and Nomination Committee to
determine the amount of salary or honorarium
and allowances for BOD.

The authorization is valid for 3 (three) years, from the
financial years 2017 to 2019.

Realization:

1. Re-appointment of BOD and the composition of BOC
and BOD has been expressed on Notarial deed and
registered in the Company Register No. AHU-0051367.
AH.01.11. YEAR 2016 dated April 25, 2016.

Granting authority to set the salary/ honorarium and
allowances for BOC and BOD has been stated in the AGM
Deed No. 31 dated April 7,2016.

Statement Concerning the
Unrealized General Meeting of
Shareholders Resolution

well as other stakeholders

performed their duties in good faith as

Reporting and Accountability
8. Duties, Responsibilities and
Authorities

~

There is no resolution of the 2016 GMS
that has not been realized or has been
delayed.

BOARD OF COMMISSIONERS
(8OC)

The Board of Commissioners (BOC)
was appointed by the Shareholders

to supervise and advice the Board

of Directors (BOD) independently,
regarding the implementation of
BOD duties and responsibilities in
managing the Bank.The main duties
and responsibilities of BOC are to
ensure the sustainability of Bank’s
business and ensure that the BOD has

No

N

3
4
5
6
7
8

Duties and Responsibilities of
the Board of Commissioners
Duties and responsibilities are set in
the BOC Charter at www.ocbcnisp.
com

Charter of the Board of
Commissioners

Inimplementing their duties, BOC has
a Charter which includes:

1. Background

2. Objective

3. Regulation background

4. Composition, Criteria and Term of
Office

Working Time

Values and Work Ethics Code

o

Board of Commissioners

Chairman

Deputy Chairman (Independent)
Commissioner (Independent)
Commissioner
Commissioner (Independent)
Commissioner
Commissioner (Independent)

Commissioner

9. Meetings

BOC Charter was last updated on
August 4, 2015 and is reviewed
periodically and if deemed to be
necessary by the provisions of existing
law. For more information, please refer
www.ocbcnisp.com.

Number, Composition and
Criteria of BOC

As of December 31,2016, Bank OCBC
NISP’s BOC comprised of eight
members, including 4 (four) person
or 50% of the members being
Independent Commissioners. Bank
OCBC NISP’s Board of Commissioners
are as follows:

Pramukti Surjaudaja
Peter Eko Sutioso
Roy Athanas Karaoglan
Samuel Nag Tsien
Jusuf Halim
Lai Teck Poh (Dua Teck Poh)
Kwan Chiew Choi

HardiJuganda

Bank OCBC NISP 2016 Annual Integrated Report



s3y81ySiH |enueuly

Criteria in the appointment of BOC of the responsibilities b. Has good character and morals, =
member are as follows: as a Director and/or at least shown by compliance &
1. Fulfill the requirements as Commissioner to or to the prevailing regulations, g
indicated in the FSA Regulation from the GMS; and including never been convicted %
No0.33/P0OJK.04/2014 dated c) Actions must never of a criminal act within the 3
December 8, 2014 regarding BOD resulted in a company last 20 years prior to the §
and BOC on the Issuer or a Public that failed to obtain nomination;
Company such as: permits, approval, or c. Hascommitment to comply o
a. Possesses good character, registration from the the applicable regulation and 3
morals and integrity; Financial Services support the FSA policy; g
b. Competence in legal matters; Authority and has failed d. Has commitment to develop a ?

Five years prior to the to fulfill the obligation healthy Bank operations; and 2

appointment and while in to submit annual e. Isnotincluded in the

service: reports and/or financial Disqualified List;

1) Must never been the reports to FSA; s
subject or the cause of a d. Must be commit to comply Requirements for Financial %
bankruptcy; with the applicable reputation include: 3

2) Must never been as legislations; a. Does not have non-performing 3
a Director and/or e. Must have knowledge and/or loans; and 8
Commissioner who was skills in the fields that required b. Has never been stated 4,
found guilty or a cause of by the company. bankrupt or has never been ;
bankruptcy of a company; a shareholder, controlling =

3) No prior conviction or 2. Comply to the requirements Insurance Company which is Ei
commission of a crime in for integrity, financial reputation not a shareholder, Director or &
the financial sector; and and competency according to Commissioner who was found

4) Asa Director and/ Regulation of Financial Services guilty of causing a bankruptcy a
or Commissioner ina Authority No.27/POJK.03/2016 of a company over the last five ]
company must: dated 22 July 2016 concerrning Fit years prior nomination. g
a) Never failed to hold and Proper Test for Primary Parties 3

General Meeting of the of Financial Services Institutions. Requirements for competency E
Shareholders; include adequate and/or relevant g
b) Never failed to submit Requirements for Integrity include: banking knowledge which support 3
the responsibilities a. Llegally competent Bank management. 3

or obtain an approval

Concurrent Position

No Position at Position in other Company/
Bank OCBC NISP Organizations
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1 Pramukti Surjaudaja Chairman Commissioner of PT Biolaborindo Makmur
Sejahtera

2 Peter Eko Sutioso Deputy Chairman (Independent Commissioner)

3 Roy Athanas Karaoglan Independent Commissioner

4 Samuel Nag Tsien Commissioner Director of Mapletree Investments Pte Ltd .

5 Jusuf Halim Independent Commissioner §
[a}

6 Lai Teck Poh Commissioner Non-Executive Independent Director of AV o

(Dua Teck Poh) Jennings Ltd §

7 Kwan Chiew Choi Independent Commissioner g
[}

8 Hardi Juganda Commissioner =
[
o
=]
o
o
o
o
oL
1Y
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GOOD CORPORATE GOVERNANCE

Appointment and Term of

Office

1. The replacement and/
or appointment of BOC
member which emphasized
on recommendations of the
Remuneration and Nomination
Committee and acquired approval
from the GMS.

2. The term of office of BOC member
based on Articles of Association
is effective from the appointment
date by the GMS until the third
Annual General Meeting after the
appointment date.

3. The GMS can reappoint BOC
members whose term of office has
expired.

In accordance with FSA Regulation
No0.33/P0OJK.04/2014 dated December
8,2014 regarding BOD and BOC of
Public Company article 25 and FSA
Regulation No.55/POJK.03/2016 dated
December 7,2016 regarding the GCG
Implementation for Commercial
Bank article 26, the term of office

of Independent Commissioners is

limited to two consecutive terms.
Independent Commissioners who
have been in the position for two
periods may be re-appointed in the
following period as long as the Board
of Commissioners meeting viewed
that the Independent Commissioners
are able to act independently

and stated in the AGMS their
independency.

Refer to the above regulations and in
accordance to the AGMS Resolutions
on April 7,2014 which approved on

the re-appointment of Independent
Commissioners term of office, to
ensure that the members did not have
more than two consecutive periods
which starts on the appointment in
AGMS 2014.

Policy and Implementation of
Frequency, Attendance, and
Agenda of BOC Meetings and
Joint Meeting of BOC with BOD

1. BOC Meetings Policies
a. BOC must convene a meeting
at least once in every two

2. Frequency and Attendance of BOC Meeting in 2016

1 Pramukti Surjaudaja

N

Peter Eko Sutioso
Roy Athanas Karaoglan
Samuel Nag Tsien
Jusuf Halim
Lai Teck Poh (Dua Teck Poh)

Kwan Chiew Choi

00 N O v A~ W

HardiJuganda

o o0 O 60 O o0 O

3. Frequency and Attendance of Joint Meeting of BOC and BOD in 2016

Pramukti Surjaudaja

Peter Eko Sutioso

N

Roy Athanas Karaoglan
Samuel Nag Tsien
Jusuf Halim
Lai Teck Poh (Dua Teck Poh)

Kwan Chiew Choi

3
4
5
6
7
8

HardiJuganda

W W W w W W W w

o O OO o0 o0 o o

W W W W W W W w

months and a meeting with
the BOD at least once in every
four months.

BOC must schedule meetings
for the following year before
the end of the financial year.
In the scheduled meeting,

the meeting materials must
be distributed to participants
not later than five days

before the meeting is held. In
case a meeting is conducted
other than on the scheduled
date, the materials must be
distributed to the participants
before the meeting is held.
BOC shall attend at least two
meetings either physically or
by video conference.

The results must be
documented in the minutes of
the meeting, and signed by the
BOC and BOD members who
were present. Copies of the
minutes are submitted to all
members of BOC and BOD.

100%
100%
100%
100%
100%
100%
100%

100%

100%
100%
100%
100%
100%
100%
100%

100%
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4. Board of Commissioners’ Meeting Agenda and Joint Meeting of BOC with BOD

. Previous Board Meeting October 30, 2015
2.

Date
February 22,2016  Joint Meeting
BOC-BOD
February 22,2016 BOD Meeting
April 19,2016 BOC Meeting

June 23,2016 Joint Meeting

BOC-BOD
June 23,2016 BOC Meeting
August 19,2016 BOC Meeting

October 28,2016 Joint Meeting

BOC-BOD
October 28,2016  BOC Meeting
December 13,2016  BOC Meeting

1

w

-

w N

ViphWwN =

BOD Report on performance for the Fourth
Quarter & Full Year of 2015 (Including all
branches achievement)

. Appropriation of 2015 Net Income
. Compliance Report and Information on new

regulation for the fourth quarter of 2015

. Previous Board Meeting October 30, 2015 and

November 24, 2015

. BOC Approval for business as usual
. BOC Approval for approval previously tabled at

the committees meeting

Previous Board Meeting February 22,2016

. Financial Performance (January - March, TOP 10

NPL Report)

. BOC Approval for business as usual

Previous Board Meeting February 22,2016

. Financial Performance (January - May, Top 10 NPL)
. January - May Action Plan and all branches

achievement

. Revised Business Plan 2016

. Previous Board Meeting February 22,2016 & April

19,2016

. BOC Approval for business as usual

Previous Board Meeting June 23,2016

. Financial Performance (January - July, TOP 10 NPL

Report)

. BOC Approval for business as usual
. BOC Approval for approval previously tabled at

the RMC

Previous Board Meeting June 23,2016

. Financial Performance (January - September, Top

10 NPL)

. January - September Action Plan and all branches

achievement

. Previous Board Meeting June 23,2016 & August

19,2016

. For Approval and Discussion
. BOC Approval for business as usual

Previous Board Meeting October 28, 2016

. Financial Performance (January - November)

. BOD KPI 2017

. BOC Approval for business as usual

. BOC Approval for approval previously tabled at

the committees meeting

5.

6.

wvi ~N owvi uvip owv S owv p

owv

oo~

Update from Meeting with FSA (Financial
Services Authority), January 13,2016
Update on Post Terrorist Attack in Jakarta in
January 2016

. Any Other Business

. BOC and Committees Evaluation
. Declarations by BOC (if any)
. Any Other Business

. BOC Approval for approval previously tabled at

the RMC Meeting

. Compliance Profile Update
. Any Other Business

. Strategy 2020
. Compliance Profile Q2 2016 and Information on

new regulation for the Q2 2016 (BI, BAPEPAM, BEI)

. Any Other Business

. BOC Approval for approval previously tabled at

the committees meeting

. Declarations by BOC (if any)
. Any Other Business

. BOC Approval for L3 Network Policy
. Compliance Profile Update
. Any Other Business

. Corporate Plan 2017
. Compliance Profile Q3 2016 and Information on

new regulation for the Q2 2016

. Any Other Business

. BOC Approval for approval previously tabled at

the committees meeting

. Declarations by BOC (if any)
. Any Other Business

. BOC Approval for Nomination Policy for

member of The Board of Commissioners, The
Board of Directors, Sharia Supervisory Board

& Committee of The Board of Commissioners.
BOC Approval for Remuneration Policy (New L3
Policy)

Compliance Update

. Velocity Update
. Any Other Business

BOC Recommendation

In order to implement the
supervision function, BOC provided
recommendations, such as:

a.
b.
C.

The Bank Business Plan 2016
GCG Implementation

Review and approval of
recommendation of Audit
Committee, Risk Monitoring
Committee, and Remuneration
and Nomination Committee
Risk Appetite Statement

Outsourcing Policy

Policy in other Risk Management

Annual Report 2015

Active Supervision of Compliance

Function

i. Implementtation of Anti Fraud
Strategy

j. Liquidity Risk Limit and Market
Risk

k. Performance and Effectivity of

Management

S o
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Training Program and
Orientation

BOC Training Program

To support the competence and

to harmonize the implementation
of duties and responsibilities with
the development of the business,
BOC received trainings, seminars or
workshops, both held internally and
externally by various institutions.
During 2016, BOC has participated in
the following trainings/seminar:
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GOOD CORPORATE GOVERNANCE

Name

Pramukti Surjaudaja

Samuel N. Tsien

Lai Teck Poh

Kwan Chiew Choi

Cyber Threats and Defense
Dialogue: Malaysia Socio-Political Update
Megatrend Asia

Insurance & Securities Businesses : The Businesses, Risk, Regulation, and Market
Updates

Annual AML/CFT Training for Directors

Brexit-Aftermath and Implications

Update on Fintech Development

Risk Appetite Framework

Considerations of the New Regulatory Framework

The Impact of Indonesia’s Tax Amnesty Law

Focus to Domestic Economy and Financial Sector Stability
Enterprise Risk Management - Aligning Risk with Strategy and Performance
Facing Global Challenges for Better Economic Growth in 2017
IFRS 9: The Road to Implementation

Cyber Threats and Defence

Dialogue: Malaysia Socio-Political Update

The Impact of New Regulation in Islamic Banking - IFSA 2013
Tax Evasion in the AML Context

Bain Annual Financial Services Breakfast Forum - Disruption in Institutional Banking
and Capital Markets

International Monetary Conference (IMC)

J.P.Morgan’s 12th Annual Global China Summit - Forging a Brighter Future
Annual AML/CFT Training for Directors

OCBC Global Treasury Economic and Business Forum 2016

ABS Dialogue with UK Financial Secretary to the Treasury

Focus to Domestic Economy and Financial Sector Stability

Enterprise Risk Management - Aligning Risk with Strategy and Performance
BlocBhain as an Enabler

FinTech Conference - Leaders’ Dialogue: Corporate Banking

Cyber Threats and Defense

Dialogue: Malaysia Socio-Political Update

The Impact of New Regulation in Islamic Banking - IFSA 2013

PwC’s Game of Threats Breakfast for Corporate Directors

Insurance & Securities Businesses : The Businesses, Risk, Regulation, and Market
Updates

Annual AML/CFT Training for Directors

Brexit-Aftermath and Implications

Update on Fintech Development

The Impact of Indonesia’s Tax Amnesty Law

Focus to Domestic Economy and Financial Sector Stability

Enterprise Risk Management - Aligning Risk with Strategy and Performance
BlocBhain as an Enabler

Insurance & Securities Businesses : The Businesses, Risk, Regulation, and Market
Updates

Focus to Domestic Economy and Financial Sector Stability
Enterprise Risk Management - Aligning Risk with Strategy and Performance
IFRS 9: The Road to Implementation

January 18,2016
January 18,2016

January 18,2016
June 22,2016

June 29,2016
June 29,2016
June 29,2016
August 5,2016
August 11,2016
August 31,2016
October 7,2016
October 7,2016
December 9, 2016
December 13,2016
January 18,2016
January 18,2016
January 20,2016

February 4,2016
April 15,2016

June 6-7,2016
June 14 - 15,2016
June 29,2016

July 14,2016

September 20,2016

October 7,2016
October 7,2016
November 16, 2016
November 17,2016
January 18,2016
January 18,2016
January 20,2016

January 22,2016
June 22,2016

June 29,2016
June 29,2016
June 29,2016
August 31,2016
October 7,2016
October 7,2016

November 16,2016
June 22,2016

October 7,2016
October 7,2016

December 13,2016

Singapore
Singapore

Singapore
Jakarta

Singapore
Singapore
Singapore
Jakarta
Singapore
Singapore
Surabaya
Surabaya
Jakarta
Jakarta
Singapore
Singapore
Singapore

Singapore
Singapore

Singapore
Singapore
Singapore
Singapore
Singapore
Surabaya
Surabaya
Singapore
Singapore
Singapore
Singapore
Kuala Lumpur

Singapore
Jakarta

Singapore
Singapore
Singapore
Singapore
Surabaya
Surabaya

Singapore
Jakarta

Surabaya
Surabaya

Jakarta
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Governance, Risk and Compliance Forum 2016 on “Cyber Security”

Tax Amnesty in Building Indonesia’s Economy

Insurance & Securities Businesses : The Businesses, Risk, Regulation, and Market

Updates

Risk Appetite Framework

Contribution of Board of Commissioners and Audit Committee to success Tax

Jusuf Halim Amnesty Program

The 4th Asian SME Conference

Focus to Domestic Economy and Financial Sector Stability

Enterprise Risk Management - Aligning Risk with Strategy and Performance

Regional Public Sector Conference IV

Facing Global Challenges for Better Economic Growth in 2017

IFRS 9: The Road to Implementation

Roy Athanas Karaoglan Updates

Insurance & Securities Businesses : The Businesses, Risk, Regulation, and Market

Insurance & Securities Businesses : The Businesses, Risk, Regulation, and Market

Updates

Peter Eko Sutioso

Risk Appetite Framework

Facing Global Challenges for Better Economic Growth in 2017

IFRS 9: The Road to Implementation

Insurance & Securities Businesses : The Businesses, Risk, Regulation, and Market

Updates

Hardi Juganda

Risk Appetite Framework

Facing Global Challenges for Better Economic Growth in 2017

IFRS 9: The Road to Implementation

Orientation Program for New Member

of BOC and the Committees under

BOC

Bank OCBC NISP has orientation

and introduction program for new

members of BOC and Committees to

provide knowledge and understanding

of the Bank and work scope, and is

presented by the President Director

and other Directors, as follows:

a. The Bank’s Vision and Mission

b. The Bank’s Code of Ethics

c. The Bank’s Organizational
Structure

d. BOC’s and Committees’ Charters

e. Information on the segments or
fields in the Bank delivered by the
Director in their respective fields

f. Rules related to banking and
capital market.

In 2016, there were no orientation
program for BOC and the member of
Committees under BOC since there
were no new member of BOC and
Committees under BOC.

Bank OCBC NISP 2016 Annual Integrated Report

Policy of Diversity In the
Composition of Board of
Commissioners
1. Policy of BOC Diversity
The provision regarding BOC
diversity is stated in Bank OCBC
NISP BOC Charter as stated on
page 96 of this Annual Report
(regarding BOC Composition).

2. Diversity of Bank OCBC NISP’s
Board of Commissioners
In order to execute the duty to
supervise the Bank’s operations,
Bank OCBC NISP’s Board of
Commissioners composition
reflects the diversity of its member,
in term of citizenship, education,
age and experiences.

Brief Profile of Board of
Commissioners is presented on

page 33-34

March 29,2016 Jakarta
May 3,2016 Jakarta
June 22,2016 Jakarta
August 5,2016 Jakarta
August 31,2016 Jakarta
September 14,2016 Jakarta
October 7,2016 Surabaya
October 7,2016 Surabaya
December 8, 2016 Bandung
December 9,2016 Jakarta
December 13,2016 Jakarta
June 22,2016 Jakarta
June 22,2016 Jakarta
August 5,2016 Jakarta
December 9, 2016 Jakarta
December 13,2016 Jakarta
June 22,2016 Jakarta
August 5,2016 Jakarta
December 9,2016 Jakarta
December 13,2016 Jakarta

AFFILIATION

Financial and Family
Relationship of BOC Member
with BOC, BOD and Other
Members of BOC, BOD and/or
Controlling Shareholders

The majority of BOC member at
Bank OCBC NISP do not have any
financial or family relationship with
other members of BOC, BOD and/or
controlling shareholders of the Bank.

The Commissioners who has a

familly relationship with BOD
member is Pramukti Surjaudaja. The
Commissioners who have financial
relationship with Controlling
Shareholders are Pramukti Surjaudaja,
Samuel Nag Tsien and Lai Teck Poh
(Dua Teck Poh).

$19p|oyaieys 03 191397 s3y311y8iH [epueuly

3|yoid Auedwod

sisAjeuy pue uoissnasig Juswageueyy

o
[}
o
Q
0
o
=
©
o
=
)
=
o
o
(]
<
o)
=
=
)
=
o
o

Ay1j1qisuodsay |e1os ajelodiod

SJUaWIa}e]S [BIDUBUIY

ejeq ajesodio)



GOOD CORPORATE GOVERNANCE

Financial Relationship with Family Relationship with

Name Controlling Board of Board of Controlling Board of Board of
Shareholder Commissioners Directors Shareholder Commissioners Directors
Pramukti Surjaudaja v - - - - v

Peter Eko Sutioso - - o - - R

Roy Athanas Karaoglan - - - - - -

Samuel Nag Tsien v - - = - -
Jusuf Halim - - - - _ _
Lai Teck Poh (Dua Teck Poh) v - o - R B

Kwan Chiew Choi - - - - - -
Hardi Juganda - - - = o -
Notes:

vV : Yes
: No

Share ownership by BOC members in the amount of and above 5% from the total paid-in capital

areholdings of 5% or more of the paid-in-capital

No } R .
Bank OCBC NISP Other Banks Neleankiinaned
Institution

1. Pramukti Surjaudaja - R R B

Peter Eko Sutioso - o - B

N

3. Roy Athanas Karaoglan - - - -

4. Samuel Nag Tsien - - - -

5. Jusuf Halim - - - -

6. Lai Teck Poh (Dua Teck Poh) - - - -

7. Kwan Chiew Choi - - - -

8. Hardi Juganda - - - -
Independent Commissioners POJK.04/2014 dated December 8, 2014 re-appointment as Independent

regarding BOD and BOC of Public Commissioners on the next tenure.

Criteria of Independent Commissioner ~ Company article 21, which are as b. Have no any direct or indirect
The criteria of Independent follows: ownership in the Bank OCBC NISP.
Commissioners at Bank OCBC NISP a. Not anemployee of any c. Have no affiliation with Bank
have been in compliance with FSA professional firms or having OCBC NISP, members of BOC,BOD
Regulation No.55/POJK.03/2016 dated authority and responsibility to or majority shareholders of Bank
December 7,2016 regarding the GCG plan, lead, control, or oversee Bank OCBC NISP.
Implementation for Commercial OCBC NISP activities within the d. Have nodirect nor indirect
Bank and FSA Regulation No.33/ last 6 (six) months, except for the business relationship related to

Bank OCBC NISP’s business.

Statement of Independence of each Independent Commissioners

Independence Aspects Peter Eko Sutioso LA I Jusuf Halim Kwan Chiew Choi
Karaoglan

Not an insider of professional firms such as Public Accounting

Firm, Law or Public Appraisal Company or others who provide v v v v
assurance services, non-assurance services, that provide

services to Bank OCBC NISP within the last 6 (six) months.

nlasv: no any direct or indirect ownership in the Bank OCBC v v v v

Have no affiliantion with Bank OCBC NISP, members of BOC,
BOD or majority shareholders of Bank OCBC NISP.

Have no any business relationship directly nor indirectly
related to business activities of Bank OCBC NISP.
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The Board of Commissioners
Performance Assessment

The Procedures for Implementation,
Criteria and Parties who assess the
Board of Commissioners

Bank OCBC NISP conducted the
performance evaluation process

to assess the effectiveness of the
implementation of BOC duties. The
assessment is conducted through the

following:

1. Self Assessment towards BOC
performance
The performance assessment 2.

conducted once in a year through
self assessment method. Every
member of BOC provides value
towards its performance and the
committee who is responsible to
BOC.

The assessment procedures are

done by filling out questionnaires

which are established in reference

to the BOC Charter, with the

following criteria:

a. Composition

b. Quality of BOC Meeting

c. BOD supervisory function
towards the company
performance.

Remuneration Approval Procedure

Remuneration

The Board of
Commissioners

and Nomination
Committee

d. Succession of the Directors

e. Ensure the delivery of risk
management and internal
control.

The questionnaire is filled out

by each BOC member where

the results are then recorded

by Corporate Secretary to be
represented to all members
during the meeting. The aim

are to evaluate the impact and
effectiveness of the performance.

Assessment through GCG Self
Assessment

The assessment is also done
through GCG self assessment
method where BOC fills out the
Self Assessment Working Sheet,
as stipulated in the circular letter
of Bank Indonesia No.15/15/
DPNP dated April 29,2013 on
Good Corporate Governance
Implementation for Commercial
Banks.

The utilized indicators cover the

following assessment aspects:

a. Assessment of the governance
structure which assesses

General Meeting

of Shareholders

REMU
FACILI

the adequacy of the Bank’s
governance structure and
infrastructure to ensure that
GCG implementation results
reflect the expected outcome
by stakeholders.

Assess the effectivity of the
implementation process

of GCG principles which is
supported by the adequacy of
Bank’s governance structure
and infrastructure.

The assessment of governance
outcome to assess the
outcome quality expected by
stakeholders.

NERATION AND OTHER
TIES FOR BOARD OF

COMMISSIONERS

Major

Shareholders

Policy of BOC Remuneration
The GMS granted authority on the
majority shareholder to determine
the amount of salary/honorarium
and allowances for BOC based

on recommendations of the
Remuneration and Nomination
Committee.

Prepare
recommendation
to the Board of
Commissioners.

Propose to GMS

to determine
remuneration

for the Board of
Commissioners based
on recommendation
from Remuneration
and Nomination

Grant the power and
authority to Bank
OCBC NISP’s majority
shareholder

to determine
remuneration

for the Board of
Commissioners based

Upon the power and
authority granted by
GMS, determine

the remuneration

for Board of
Commissioners based
on recommendation
from Remuneration

Remuneration for the
Board of Commissioners

Committee.

2. The Structure of Remuneration

on recommendation
from Remuneration
and Nomination
Committee.

As of December 31,2016 remuneration package for BOC is as follow:

Type of Remuneration and Other Facilities

Remuneration
a.Salary, other routine allowances another facilities
b.Bonus

Bank OCBC NISP 2016 Annual Integrated Report

and Nomination

Committee

Board of Commissione

8

23,580
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GOOD CORPORATE GOVERNANCE

Type of Remuneration and Other Facilities

Other facilities (transportation, health, etc):

a. Could be owned
b. Could not be owned

Total

Type of Remuneration and Other Facilities

> Rp 2 Billion
<Rp 2 Billion

Bank OCBC NISP differentiate itself
with other companies in Indonesia,
to maintain the independence in
carrying out its duties, since 2008
BOC of Bank OCBC NISP does not
receive bonus for the achievement
of the Bank’s performance.

BOARD OF DIRECTORS (BOD)

BOD is responsible for managing and
developing GCG at Bank OCBC NISP.
BOD also ensure the sustainability

of Bank OCBC NISP’s business for a
long period of time, achievement of
performance in line with determined
targets, as well as the implementation
of prudential banking principles for
the stakeholder’s interest.

President Director

Bank OCBC NISP’s President Director
Bank OCBC NISP does not have any
financial, structural, share ownership
and/or familial relationship with the
Bank controlling shareholder, namely
OCBC Overseas Investment Pte. Ltd.

The Board of Directors Charter
In performing its duties, BOD refers to
BOD Charter which includes:

1. Composition, criteria and term of
office

Working time

The values and work ethics
Reporting and accountability
Duties, responsibilities and
authorities

BOD meetings.

Vs W

6.

Board of Commissioners

532

24,112

Number of Commissioners

*#‘

BOD Charter was last updated on
August 4, 2015 and is reviewed
periodically and as necessary,
considering the provisions of the
existing laws. For more details, please
refer to www.ocbcnisp.com

Number Composition, and
Criteria of Board of Directors
As of December 31,2016, Bank OCBC
NISP has 10 (ten) BOD members
consisting of one President Director,
one Compliance Director, one
Independent Director and seven
Directors.

All members have passed the Fit and
Proper Test and received approval from
Bank Indonesia/ Financial Services
Authority. All members are domiciled
in Indonesia.

Criteria in the appointment of BOD

member are as follows:

1. That the following requirements
are met and as referred to

in the FSA Regulation No.33/

POJK.04/2014 dated December

8,2014 regarding BOD and BOC

in the Issuer or Publicly Listed

Company:

a. Possessed good character,
morals and integrity;
Competent in legal matters;

c. Five years prior to the
appointment and while in
service:

i. Never caused a bankruptcy;

ii. Never been as Director
and/or a Commissioner
who is guilty of causing a
bankruptcy of a company;

2.

iii. Never been convicted of
committing a crime that
caused the loss of public
finance and/or related to
the financial sector; and

iv. Has never been a Director
and/or Commissioner who
has:

a) Failed to hold
General Meeting of
Shareholders;

b) Failed to submit the
responsbilities or
obtain the approval
of the responsibilities
as a Director and/or
Commissioner to and
from GMS;and

c) Caused acompany that
had obtained permits,
approval, or registration
from Financial Services
Authority but did not
fulfill the obligation to
submit annual reports
and/or financial reports
to FSA;

d) Commit to comply
with the applicable
legislations;

e) Have knowledge and/
or skills in the required
fields.

Comply to the requirements

for integrity, financial reputation
and competency according to
Regulation of Financial Services
Authority No.27/POJK.03/2016
dated 22 July 2016 concerrning Fit
and Proper Test for Primary Parties
of Financial Services Institutions.

Bank OCBC NISP 2016 Annual Integrated Report



Requirements for Integrity include:

a. Llegally competent

b. Has good character and morals,
at least shown by compliance
to the prevailing regulations,
including never been convicted
of a criminal act within the
last 20 years prior to the
nomination;

c. Has commitment to comply
the applicable regulation and
support the FSA policy;

d. Has commitment to develop a
healthy Bank operations; and

e. Isnotincluded in the
Disqualified List.

Requirements for Financial

reputation include:

a. Does not have non-performing
loans

b. Has never been stated
bankrupt or has never been
a shareholder, controlling
Insurance Company which is
not a shareholder, Director or
Commissioner who was found
guilty of causing a bankruptcy
of a company over the last five
years prior nomination.

Requirements for Competency
include adequate and/or relevant
banking knowledge which support
Bank management.

Board of Directors’ Duties and
Responsibilities

Duties and responsibilities are set in
the BOD Charter at www.ocbcnisp.
com

Structure, Scope of Work and
Responsibilities of Each BOD
Member

Duties and responsibilities of

each member are regulated on
BOD Decree No. KPTS/DIR/HCM/
HK.02.02/089/2016 dated June 15,
2016 such as:

1. Parwati Surjaudaja President Director
directly responsible for:
+ Internal Audit
2. Yogadharma Ratnapalasari Director Operation & Information Technology
& Rama Pranata Kusumaputra Director +  Compliance
+  AML-CFT
4. Hartati Director Financial & Planning
5. Emilya Tjahjadi Director Commercial Banking
6. Martin Widjaja Director Wholesale Banking
Transaction Banking
7. Andrae Krishnawan W. Director Network
8. Low Seh Kiat Director Retail Banking Business
9. Johannes Husin Director Treasury
10. Joseph Chan Fook Onn Director Risk Management

To coordinate the implementation of Bank management through all Directors and is

+ Human Capital

» Corporate Secretary
« Corporate Communication

Enterprise Banking

Financial Institution

Sharia Business Unit

Concurrent Positions

All members of Bank OCBC NISP BOD
do not have any concurrent positions
as members of BOC, members of BOD
or Executive Officer at the controlling
shareholder, other banks, companies
and/or other institutions.

Appointment and Term of
Office

The replacement and/or appointment
of BOD member paid attention

on recommendation of the
Remuneration and Nomination
Committee. According to the Articles
of Association, the term of office of
the Director is effective starting from
the appointment date in the GMS and
expires on the date of the third annual
GMS after the appointment date and
may be reappointed by GMS.

Bank OCBC NISP 2016 Annual Integrated Report

Policies and Implementation
of Frequency, Attendance,
and Agenda of BOC and BOD
Meeting Attended by BOC

1. BOD Meeting

a. BOD meetingis heldona
regular basis for at least once a
month and meeting with BOC
at least once in four months.

b. BOD meeting can be held if
attended or represented by
majority of the members.

c. BOD should schedule the
meeting for the following year
before the end of the financial
year. Meeting Schedule
(determination of date) for
one year must be received by
all members at least in early
January

d. Atthescheduled meeting as
referred to point ¢, the material
must be delivered to the
participants at least five days
before the meeting is held.

e. Every policy and strategic
decisions must be decided
through BOD meeting.

f. The results of both BOD
meeting and with BOC should
be documented in the minutes
of the meeting, signed by BOD
and BOC members who were
present and submitted to all
members.

g. The minutes of BOD meeting
and with BOC meeting should
be documented by Bank.

Please refer to www.ocbcnisp.com
for more details.
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GOOD CORPORATE GOVERNANCE

2. Frequency and Meeting Attendance of BOD in 2016

23 23

1 Parwati Surjaudaja 100%
2 Yogadharma Ratnapalasari 23 22 95%
3 Rama Pranata Kusumaputra 23 20 86%
4 Emilya Tjahjadi 23 22 95%
5 Hartati 23 23 100%
6 Martin Widjaja 23 23 100%
7 Andrae Krishnawan W. 23 23 100%
8 Johannes Husin 23 23 100%
9 Low Seh Kiat 23 22 95%
10 Joseph Chan Fook Onn 23 22 95%

3. Attendance at Joint Meeting of BOD with BOC in 2016

1

N

O 0 N O v B W

Parwati Surjaudaja

Yogadharma Ratnapalasari

Rama Pranata Kusumaputra

Emilya Tjahjadi
Hartati
Martin Widjaja
Andrae Krishnawan W.
Johannes Husin
Low Seh Kiat

Joseph Chan Fook Onn

W W W W W W W W W w

4. Agenda of Board of Directors’ and BOD with BOC Joint Meeting

Date

January 13,2016

January 127,2016

February 10,2016

February 24,2016

March 10,2016

March 17,2016

March 23,2016
April 6,2016

April 20,2016

BOD Meeting

Rapat Direksi

BOD Meeting

BOD Meeting

BOD Meeting

Joint Meeting
BOD-BOC

BOD Meeting
BOD Meeting

BOD Meeting

N o=

w N P

1. Internal Audit Report December 2015
2.
3. HC Update

Compliance Profile Report December 2015

Financial Performance Report (December 2015)

. Private Banking Update

Internal Audit Report January 2016

. Compliance Profile Report January 2016
. Productivity Update

. Financial Performance Report (All Units, Network,

Segment: Individual, EMB, Business, Commercial-
EB, WB-FI, Retail, GTB, Treasury)

Internal Audit Report

. Compliance Profile Report

February 2016 Financial Performance

. CASA Strategy Progress Update

. Financial Performance Report (February 2016)

Internal Audit Report February 2016

. Compliance Profile Report February 2016
. HC Update

- Productivity Upate (Front Office, Middle Office,
Back Office)
- Banking Academy Integration

Financial Performance Report (March 2016)

. HC Update (EES Action Plan & Regulatory

Update)

oV

Viph pw

N

oV &

vipw

100%
100%
100%
100%
100%
100%
100%
100%
100%

100%

W W W W W W W W W W

. Policy Approval
. Unsecured Loan Strategy
. KPIBOD 2016

. L3 External Communication Policy
. HUT 75th Update

. Digital Banking Update
. L4 National Network Policy

. Three Lines of Defense Update
. Any Other Business - 75 th Anniversary Update &

FONO Update

. AOB (Update the changes of AOA)
. Any Other Business

. Any Other Business

. Wealth Management Quarterly Bonus Scheme
. Productivity & PMO Update
. Any Other Business

. L4 Approval (L4 National Sales Management)
. Data Quality Update
. Any Other Business

Bank OCBC NISP 2016 Annual Integrated Report



Date
May 11,2016

May 25,2016

June 8,2016

June 17,2016

July 13,2016

July 20,2016

July 20,2016

August 3,2016

Agustus 24,2016

September 7,2016

September 21,
2016

September 22,
2016

October 5,2016

October 26,2016

November 9, 2016

November 23,2016

December 14,2016

BOD Meeting

BOD Meeting

BOD Meeting

BOD Meeting

BOD Meeting

BOD Meeting

Joint Meeting
BOD-BOC

BOD Meeting

BOD Meeting

BOD Meeting

BOD Meeting

Joint Meeting
BOD-BOC

BOD Meeting

BOD Meeting

BOD Meeting

BOD Meeting

BOD Meeting

b

2.
3.

HwWw N =

AWNS O WN S

= wN =

AW N

S W N SN woN

AwWN

ViphwN =

Internal Audit Report April 2016

Compliance Profile Report April 2016

HC Update on EES 2016 Budget & Productivity
Update

Promotion budget

. HC Update (Organization chart & productivity

update)
Internal Audit Report May 2016

. Compliance Profile report May 2016
. HC Update
. NPAP L3 Policy Review

. L3 Network Policy, L2 Policy Review, L3 Policy

Review

. HC Update

Internal Audit Report June 2016

. Compliance Profile Report June 2016
. Implementation Anticipation of Tax Amnesty

(Customer Solution Proposition, Internal &
Customer Socialization Plan)

. Financial Performance Report (June 2016)

1H2016 Financial Performance

. Network Strategy Progress Update
. Business Plan 2020

HC Update (MPP MO/BO)

. Internal Audit Report July 2016
. Compliance Profile Report July 2016
. Product Management Review (NPAP Process

Performance, New Product Perfromance, Product
Mgt Roadmap)

HC Update

. Financial Performance Report (July 2016)
. TA update

. HC Update

(employer value proposition, EES, productivity)

. |AD Report August 2016
. Compliance report August 2016
. NPAP 2nd Annual Review

. HC Update (Internal Community policy update,

additional 2016 MPP approval)

. Tax Amnesty Update
. Trustee Policy

August 2016 Financial Performance

. OPIT Strategy Progress Update

Network Strategy

. Internal Audit Report September 2016
. Compliance Profile Report September 2016

. HCUpdate

(EES, Performance Pension Fund Q3 2016)

.Organizational Chart
. Tax Amnesty Update
. Data Quality Update

Internal Audit Report October 2016

. Risk Maturity Index

. Customer Analytics

. Compliance Profile Report October 2016
. Retail 2020 Project Update

. HC Update

(Material Risk Taker, Organization Chart 2017)

. Tax Amnesty Update
. HCUpdate

(Rewards and Changes of Organization Structure)

. Compliance Profile Report November 2016
. Internal Audit Report November 2016
. L4 Accounting Policy

Bank OCBC NISP 2016 Annual Integrated Report

4. Productivity & PMO Update + Update MOA
- Culture framework & High Level Update
5. Any other Business

. Financial Performance Report (April 2016)
. 2nd Annual Review FMCT Forward
. Any Other Business

Vi v pw

. Revised the Bank Business Plan related to
new product and changes of office and ATM
relocation.

. 2020 Strategy
Any Other Business

. Financial Performance Report (May 2016)
. Any Other Business

AW N O

. Culture Update (COME ON Share Progress)
. Any Other Business

VIS

2. Any Other Business

4. Tax Amnesty Update
5. Any Other Business

. Productivity & PMO Update

. Update 2020 Strategy

TA Update

. AOP 2017

Repropose Risk Appetite Statement
.Any Other Business

30 o aw

. Strategy 2020
. Any Other Business

(LIS

. Productivity & PMO Update

. Tax Amnesty Approval
Any Other Business

. AOP 2017 (Proposed Projection 2017-2021and 5
years strategy)

o N o

. Financial Performance Report (August 2016)
. Annual Operating Plan 2017
. Any Other Business

oV &

3. Any Other Business

. Productivity & PMO Update
. Annual Operating Plan 2017
. Any Other Business

ov &

Product Review
. Private Banking

Financial Performance Repor (September 2016)
. Any Other Business

o~ o

6. HC Update
- Budget & Employer Value Proposition (EVP)
- 2017 Employee Engagement Activities
- Assesment Tools
- Organization Structure Framework
7. Any Other Business

. Financial Performance Repor (September 2016)
. Any Other Business

B W

. Productivity & PMO Update

2nd Annual Review (EDC & TOP UP E-Money)
Financial Performance Report (November 2016)
. Any Other Business

o~ o
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GOOD CORPORATE GOVERNANCE

Voting in The Board of in accordance with the Articles of Training and Orientation

Directors Meeting Association of the Bank and Charter Program
According to the Directors Charter, that binds and becomes responsibility
decision-making in the Directors of all Directors members. BOD Training Program

meeting is performed using
deliberation. If the deliberation could
not be achieved, voting would be
conducted based on affirmative votes

To support the implementation of
tasks and responsibilities, training on
BOD has been instigated since 2015,
such as:

Dissenting opinions (if any) has been
stated in minute of Directors meeting,
which is signed by all members of

of at least more than half of total
valid votes. All decisions are taken

Parwati Surjaudaja OCBC NISP GELI Strategy Workshop 2016 June 7,2016 Jakarta
Insurance & Securities Businesses : The Businesses, Risk, Regulation, And June 22,2016 Jakarta
Market Updates
Indonesian-Swedish Digital Forum 2016 September 6, 2016 Jakarta
Advance Communication Skills: Leadership Communication September 9, 2016 Jakarta
Service Leader Workshop December 8,2016 Jakarta
Hartati International Financial Reporting Standard (Ifrs) 9 May 15,2016 Jakarta
Insurance & Securities Businesses : The Businesses, Risk, Regulation, And June 22,2016 Jakarta
Market Updates
Advance Communication Skills: Leadership Communication September 9,2016 Jakarta
Digital In Finance And What It Really Means November 10,2016 Jakarta
Financial Services Accounting & Tax Seminar November 16, 2016 Jakarta
IFRS 9: The Road To Implementation December 13,2016 Jakarta
Andrae Krishnawan OCBC NISP GELI Strategy Workshop 2016 June 7,2016 Jakarta
Insurance & Securities Businesses : The Businesses, Risk, Regulation, And June 22,2016 Jakarta
Market Updates
Advance Communication Skills: Leadership Communication September 9, 2016 Jakarta
Service Leader Workshop December 8,2016 Jakarta
Emilya Tjahjadi Insurance & Securities Businesses : The Businesses, Risk, Regulation, And June 22,2016 Jakarta
Market Updates
Advance Communication Skills: Leadership Communication September 9,2016 Jakarta
Johannes Husin Advance Communication Skills: Leadership Communication September 9,2016 Jakarta
Joseph Chan Fook Onn Insurance & Securities Businesses : The Businesses, Risk, Regulation, And June 22,2016 Jakarta
Market Updates
Advance Communication Skills: Leadership Communication September 9,2016 Jakarta
Low Seh Kiat Insurance & Securities Businesses : The Businesses, Risk, Regulation, And June 22,2016 Jakarta

Directors who attended and are
circulated by all members.

Market Updates
5th Annual Retail Banking Asia Pasific

January 27,2016

Kualalumpur

Advance Communication Skills: Leadership Communication September 9,2016 Jakarta
Martin Widjaja Insurance & Securities Businesses : The Businesses, Risk, Regulation, And June 22,2016 Jakarta

Market Updates

Advance Communication Skills: Leadership Communication September 9,2016 Jakarta
Rama Pranata Kusumaputra Insurance & Securities Businesses : The Businesses, Risk, Regulation, And June 22,2016 Jakarta

Market Updates

Leaders Retreat 1 Day A June 27,2016 Jakarta

Advance Communication Skills: Leadership Communication September 9 2016 Jakarta
Yogadharma Ratnapalasari Insurance & Securities Businesses : The Businesses, Risk, Regulation, And June 22 2016 Jakarta

Market Updates

Advance Communication Skills: Leadership Communication September 9,2016 Jakarta

Orientation Program for New Members of BOD
In 2016, no orientation was held due to absence of new members.
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AFFILIATION

o
o]
Financial Relationship and Family Affiliation with Board of Commissioners Members, Other Board of g
Directors Members and Controlling Shareholders. ]
s
Q.
Financial Relationship with Family Relationship with 3

Name Controlling Board of Board of Controlling Board of Board of
Shareholder Commissioners Directors Shareholder Commissioners Directors -
Parwati Surjaudaja - - - - v é
Yogadharma Ratnapalasari - - - - ;3
Rama Pranata Kusumaputra §
oy

Emilya Tjahjadi - - - -
Hartati

Martin Widjaja - - - -
Andrae Krishnawan W.

Johannes Husin - - - -

Low Seh Kiat v
Joseph Chan Fook Onn v - = -
Notes:
V : Yes
: No

sisAjeuy pue uoissnasig Juswageueyy

Board of Directors Share Ownership which reached 5% or more than paid in capital

" “

1 Parwati Surjaudaja

Board of Directors Share Ownershi ch reached 5% or more paid in capital
Bank OCBC NISP Others Bank Non-bank Financial
Institution

Yogadharma Ratnapalasari -

N

Rama Pranata Kusumaputra

Emilya Tjahjadi - - -

o
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o
Q
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o
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o
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)
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o
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=
o
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Hartati
Martin Widjaja - - -

Andrae Krishnawan W.

ol ~ BO ' EEN W

Johannes Husin = - -

Yolland Investment Pte
Ltd (15%)

9. Low Seh Kiat

o
o

Joseph Chan Fook Onn

The Board of Directors Performance Assessment

Ay1j1qisuodsay |e1os ajelodiod

The Procedures for Implementation, Criteria and Parties who assess the Board of Directors
Bank OCBC NISP conducted an evaluation process regarding the BOD’s performance individually and in group in relation to

the Bank’s plans and strategies which have been implemented previously. g
The implementation of the assessment is done through the following methods: g
1. Individual Assessment towards the Board of Directors g
In carrying out the assessment towards the BOD performance, the Bank utilizes the Balance Score Card (BSC) which is g
stipulated in a form of goal setting and Key Performance Indicators (KPI) in a more detailed and collectively agreed upon
in reference to the Bank’s strategies.
[
o
The assessment towards the KPIs of BOD refers to the following five aspects, which are: Finance, Customers, Products §
& Services, Process and People. The weighting criteria for the assessment would be different between one Director and g
another, depending on each own duties and functions. The individual performance assessment is done by the President =

Director.
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GOOD CORPORATE GOVERNANCE

2. Collective assessment towards performance in group
a. Assessment towards BOD duties and responsibilities in group is delivered by BOC Report in the page of 20 in this
annual report. The performance assessment is assisted by Remuneration and Nomination Committee.

b. Assessment towards the GCG Implementation (Self Assessment)
The assessment towards BOD performance is also done through self assessment towards the GCG implementation
by filling out the Self Assessment Working Sheet, as stipulated in the circular letter of Bank Indonesia No.15/15/DPNP
dated April 29,2013 on GCG implementation for Commercial Banks.

The utilized indicators cover the following aspects:

1) Assessment of the governance structure which assesses the adequacy of the Bank’s governance structure and
infrastructure to ensure that GCG implementation results the outcome that is expected by stakeholders.

2) Assess the effectivity of the implementation process of GCG principles which is supported by the adequacy of
Bank’s governance structure and infrastructure.

3) The assessment of governance outcome to assess the outcome quality which is expected by stakeholders.

Policy of The Board of Directors Remuneration

1. Procedure of Determining the Remuneration of the Board of Directors

Remuneration .
emune ?t 0. The Board of Major
and Nomination .
. Commissioners Shareholders
Committee
Prepare Propose to GMS Grant the power and Upon the power and
recommendation to give power and authority to Board authority granted
to the Board of authority to determine of Commissioners by GMS, determine .
o X ; . Remuneration for the
Commissioners. remuneration to determine the remuneration Board of Directors
for the Board of remuneration for Board of
Directors based on for the Board of Directors based on
recommendation from Directors based on recommendation
Remuneration and recommendation from Remuneration
Nomination Committee from Remuneration and Nomination
and Nomination Committee.
Committee.

2. Remuneration Structure

Board of Directors

9
9
9

Remuneration

a. salary, bonus, other routine allowances another
facilities

b. Bonus

99,375

Other facilities (transportation, health, etc):

a. Could be owned

b. Could not be owned 2,038
Total 101,413
*) 1(one) Director does not receive remuneration and other facilities from Bank OCBC NISP.
> Rp 2 Billion 9
< Rp 2 Billion -
*)  1(one) Director does not receive remuneration and other facilities from Bank OCBC NISP.
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COMMITTEES

Committees under the Board
of Commissioners (BOC)

To support the effective execution
of duties and responsibilities, BOC
established Audit Committee,
Remuneration and Nomination
Committee, and Risk Monitoring
Committee. The Committee’s
members were appointed by the
BOD based on BOC’s decision. Each
Committee is led by an Independent
Commissioner and a Charter which is
updated periodically.

Audit Committee

The Audit Committee is referring the

following applicable regulations:

1. FSA Regulation No. 55/
POJK.04/2015 dated December 23,
2015 regarding the establishment
Audit Committee and Work
Guidelines.

2. Indonesia Stock Exchange
Regulation No.I-A dated January
20,2014 regarding Listing of Shares
and Equty-Type Securities other
than Shares as issued by Listed
Companies.

3. FSARegulation No. 55/ approved by the BOC and used
POJK.03/2016 dated December as written terms of reference for
7,2016 concerning GCG members in carrying out their duties
implementation for Commercial and responsibilities professionally and
Bank. independently.

Legal Basis of Establishment Audit Committee Charter outlines:

The Audit Committee was established a. Composition

and is responsible for assisting b. Structure

the BOC in performing its duties c. Member qualifications

and oversight responsibilities d. Duties and responsibilities

based on BOC Decree No. KPTS/ e. Organizing meetings

DEKOM/015/2001 dated October 22, f. Working Procedures

2001. g. Term of office of Committee

members

Membership and Expertise h. Activity reporting

Audit Committee comprises of: i. Complaints handling of financial

- one Independent Commissioner as reporting matters
Chairman

- onelIndependent Party who has Audit Committee Charter was last
expertise in finance/accounting as updated on October 30,2015 and
a member is subject to periodic review or as

- Independent Party who has deemed necessary by BOC in in
expertise in law or banking as accordance with the most recent
member. prevailing regulations., and has been

uploaded in the website of Bank OCBC

Audit Committee Charter NISP at www.ocbcnisp.com.

Audit Committee has an Audit
Committee Charter which has been

Composition, Membership, Legal Basis of Appointment, and Term of Office of Audit Committee as of Desember 31,2016

Term of Office

Position Position in Bank
inThe BOC Decree BOD Decree Effective End of
q OCBC NISP
Committee Date Term
Chairman Commissioner Jusuf Halim 036/Dekom/IPC-LS/ KPTS/DIR/HK.02.02/CORP. April 7,2014  AGMS 2017
(Independent VI/2014 dated May 6, 2014. SECR/040 B/2014 dated May 6
Commissioner) 2014
Member Independent Party Made Rugeh Ramia  007/Dekom/IPC-LS/1I/2016 KPTS/DIR/HK.02.02/CORP. April 7,2016  AGMS 2017
dated February 22,2016 SECR/060/2016 dated March 31,
2016
Member Independent Party Kurnia Irwansyah 038/Dekom/IPC-LS/V/2014 KPTS/DIR/HK.02.02/CORP. July1,2014  AGMS 2017
dated May 6, 2014 SECR/040F/2014 dated may 6,
2014

Profil and Expertise of Audit Committee

i:uhs:itr:glr:m For complete profile please refer to profile of BOC on page 34 on this Report.

Bank OCBC NISP 2016 Annual Integrated Report
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GOOD CORPORATE GOVERNANCE

Indonesian Citizen, 76 years old,

Working Experience
« Since March 2013: Member of Bank OCBC NISP’s Audit Committee.

Made Rugeh Ramia

Member

Education:
Has a Bachelor degree in Economics from Gadjah Mada University, Yogyakarta (1966) and a Financial and Securities

Analyst from New York Institute of Finance (1981- 1982).

Indonesian Citizen, 58 years old

Working Experience:

Kurnia Irwansyah

Member

Education:

Since July 2014: Member of Bank OCBC NISP’s Audit Committee.
1998-2008: Managing Director IFFPT Essence Indonesia
1993-1998: Finance Director IFFPT Essence Indonesia
1988-1993: Financial Controller IFFPT Essence Indonesia
1985-1988: Finance Manager PT Djaya Beverage Bottling Company
1983-1985: Manager PT Coca Cola Indonesia
1979-1983: Audit Assistant Manager for Public Accounting Firm Hadi Sutanto & Rekan/Pricewaterhouse
Since 1985: Senior Professor in Accounting for Faculty of Economics, University of Indonesia

2010-2013: Member of Risk Monitoring Committee for Bank OCBC NISP

Since 2009: Serves as the Independent Commissioner of Panin Sekuritas
1990 — 2009: President Director of Panin Sekuritas.
2001 -2003: Commissioner in Indonesia Stock Exchange (before Jakarta Stock Exchange)

With a Bachelor degree in Economics majoring in Accounting from Faculty of Economics, University of Indonesia
(1982), Master Degree in Accounting from MAKSI, from Faculty of Economics, University of Indonesia (2010),
Chartered Accountant from Institute of Indonesian Chartered Accountants (2014) and Certified Lecturer from
Ministry of Education (2014).

Independency of Audit Committee

All members of Audit Committee have

fulfilled the following independency

requirements as :

a. isnotaninsider of any
professional firms such as Public
Accounting Firm, Law Firm or
Public Appraisal Company which
provides assurance service, non
assurance service, appraisal or
other consulting services to Bank
OCBC NISP in the last six months.

b. is nota person who works or with
the authority and responsibility to
plan, direct, control or supervise
the bank activities in the last
six months, except Independent
Commissioners.

c. have nodirect or indirect
ownership in the Bank.

d. have no affiliation relationship
with Bank OCBC NISP, members
of the BOC, BOD or majority
shareholders of the Bank.

e. have nodirect or indirect business
relationship with the Bank’s
business activities.

Duties and Responsibilities of the
Audit Committee

The Audit Committee performs
its function as stipulated in the

regulation governing the capital
market, banking and stock exchange,
and the Audit Committee Charter.

In performing its duties and
responsibilities, the Audit Committee
acts independently.

The overall duties and responsibilities
of the Audit Committee is specified

in the Audit Committee Charter and
available at the Bank’s corporate
website (www.ocbcnisp.com).

Frequency and Attendance of
Meetings

As stipulated in the Audit Committee
Charter, the Committee may hold a
meeting any time, but not less than
four times in a year. The Committee
can only make decisions when

the meetings are attended by at

least three members of the Audit
Committee.

During 2016, the Audit Committee

held 17 meetings, consisting of:

a. Three meetings with the Public
Accountant to review ,among
others,its independency, focus and
audit scope, as well as the results
of the internal control evaluation,

significant audit findings,
accounting and financial reporting
matters and other audit matters.

b. Three meetings with Director of
Finance to review and discuss
matters related to accounting and
financial reporting.

c. Five meetings with the Internal
Audit to review, among others,
the adequacy of internal controls
system, governance process,
audit findings, follow-up of audit
findings and improvement of audit
ethodology .

d. Three meetings with Director of
Compliance, to review the Bank’s
compliance to the applicable laws
and regulations.

e. Three meetings with the BOC to
report on the Audit Committee
activities and provide relevant
inputs and recommendations to
the BOCand consult on matters
involving the implementation of
duties and responsibilities of the
Committee.

The record of the Audit Committee
attendance at the meetings is as
follows:
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No  Position in Bank OCBC NISP “ Meeting Attendance % Attendance

1 Chairman
2 Independent Party
3 Independent Party

Jusuf Halim

Made Rugeh Ramia

Kurnia Irwansyah

100%
100%

100%

Training Attended by Audit Committee

Name

Jusuf Halim

Insurance & Securities Businesses : The Businesses, Risk, Regulation, and Market

Made Rugeh Ramia ~ Updates

IFRS 9 : The Road to Implementation

PSAK Terkini Sesuai Program Konvergensi IFRS

IFRS Beyond 2018: The Changing Landscape of Financial Reporting

Insurance & Securities Businesses : The Businesses, Risk, Regulation, and Market

Updates
Kurnia Irwansyah

IFRS 9 : The Road to Implementation

XIX National Symposium of Accounting - Accounting as Catalyst of Accountant
Revitalization Role: Stakeholders Collaboration for Excellent Accountant

Meeting & Socialization of AACSB and AOL, Curriculum and Productivity Research

Culture

e e o e |

Outlined on the Table of The Board of Commissioners Training on page 100-101

June 22,2016 Jakarta
December 13,2016 Jakarta
May 17-20, 2016 Bali
May 25-26, 2016 Jakarta
June 22,2016 Jakarta
December 13,2016 Jakarta
August 24-27,2016 Lampung
August 19-20, 2016 Bogor

Audit Committee Working Program of

Implementation and Realization

Through the meetings held in

2016 as described above, the Audit

Committee has reviewed, evaluated

and monitored within its duties and

responsibilities, the followings :

a. With Compliance Director,among
others:

1) Bank’s compliance with the
prevailing laws and regulations,
the implementation of
prudential principles,follow
up actions on internal audit
findings involving compliance
matters and corrective actions
by the management.

2) Identified non-compliance and
the management’s actions
for improvement to enhance
compliance culture.

3) Therelevant current regulatory
development including its
impact to the Bank and
management’s response on its
application.

4) The effectiveness of the
compliance monitoring system
on legislations, code of conduct
and the Management’s
corrective actions on non-
compliance.

Bank OCBC NISP 2016 Annual Integrated Report

b. With the Director of Finance, such

as:

1)

Reviewed to be published
financial information and
monitored the process of
financial reporting to ensure
the integrity of the financial
statements, a sound and
transparent financial reporting
process, as well as ensuring
that the financial statements
have been presented

in accordance with the
applicable Indonesian financial
accounting standards.

Ensured that Management
keeps abreast of current
development in financial
accounting standards, reviewed
the impact of changes in
accounting standards to the
Bank before its effective date
and performed necessary
preparatory steps for the
readiness on its proper and
timely application.

Reviewed to ensure that the
content and disclosures of
financial statements, the
application of accounting
principles, the use of estimates
and significant judgementand
the treatment of accounting
changes, including the
application of new accounting

standards effective in the
current year, are appropriate
and in accordance with the
applicable financial accounting
standards in Indonesia.

c.  With Internal Audit, such as:

1)

Reviewed the identified risks,
risk-based audit plan, audit
focus and audit scope to
ensure that key significant
risks and key functions are
appropriately addressed in
the audit scope ,and to ensure
an independent, objective,
effective and efficient internal
audit process. In addition,

it also discussed with

Internal Audit the proposed
improvement of audit
methodology, utilization of
technological advances in the
audit process to improve audit
effectiveness and efficiency as
well as the the role of Internal
Audit in strengthening and
empowering three Lines of
Defense

Based on the periodic reports
submitted by the Internal
Audit, discussed audit results
of internal control evaluation
of the Bank’s key activities
with Internal Audit, risk
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GOOD CORPORATE GOVERNANCE

management and governance
process and other significant
audit findings, corrective
actions taken by BOD on
internal audit findings and
recommendations. In addition,
reviewed with Internal Audit
the adequacy and effectiveness
of internal control system
during the current year.

3) Discussed to ensure an
effective coordination and
communication between
Internal Audit and Public
Accountant, Financial
Service Authority and other
supervisory authorities.

In addition, monitoring

the proper follow-up by
management on the
recommendations issued
by Internal Audit, Public
Accountant, Financial
Service Authority and other
supervisory authorities.

4) Discussed the adequacy and
professional competence of
internal auditors, and the
implementation continuing
professional development and
educaton for internal auditors,
as well as the efficiency and
effectiveness of the audit, and
the exercise of independent
and objective internal audit
process

5) Held meetings with
Internal Audit, without the
management’s presence to
discuss any important matters
raised by Internal Audit.

d. With Public Accountant,among
others:

1) Reviewed with Public
Accountant on their
independence, audit focus and
audit scope to ensure that
key risks are appropriately
addressed in the audit scope.

2) Discussed audit results on
internal control system
evaluation, the application
of accounting principles
and policies, the quality of
assumptions used , significant
estimates by management,

significant financial reporting
issues, adequacy of disclosures
and disagreement with
management (if any) to
ensure the overall integrity

of financial statements. In
addition, discussed with Public
Accountant on the current
development of financial
accounting standards to
understand the impact of new
accounting standards which
have been or will be published,
including to discuss ED SFAS

71 (adopted from IFRS 9) and
the possible impact of its
implementation on the Bank’s
financial statements as well as
necessary steps to be taken by
Management and key matters
for its in oversight by the Audit
Committee.

3) Reviewed to ensure the
exercise of an independent,
objective and effective external
audit process in accordance
with the prevailing auditing
standards, discussed Bank’s
compliance with the prevailing
laws and regulations and other
financial reporting , audit and
compliance matters.

4) Held a meeting with the
Public Accountantina
separate sessions without
Management’s presence to
discuss any important matters
to be conveyed by Public
Accountant.

e. With the BOC, such as:
Reported quarterly activities of
Audit Committee, highlighted
important matters and Audit
Committee’s recommendations to
BOC on governance, accounting,
audit, compliance and internal
control matters including the
proposed appointment of the
Public Accountant and proposed
improvement of the Audit
Committee Charter.

In addition , the Audit Committee has

held internal discussions on :

1) Work plan and key matters to be
recommended to the BOC.

2) The results of evaluation and
proposed appointment of Public
Accountant, and the results of self-
assessment of Audit Committee’s
performance.

Remuneration and Nomination
Committee

The Remuneration and Nomination
Committee is according to the FSA
Regulation No.55/POJK.03/2016 dated
December 7,2016 concerning to the
GCG Implementation for Commercial
Banks.

Legal Basis of Establishment

The Remuneration and Nomination
Committee was established by and
responsible to BOC based on the BOC
Decree No.KPTS/DEKOM/010/2006
dated December 7,2006 to assist in
performing their functions and duties
related to the policy implementation
of the Remuneration and Nomination
of BOC and BOD as well as the Bank’s
employment system.

Membership and Expertise

The composition and membership

of Remuneration andNomination

Committee has complied with FSA

Regulation. The membership consists

of:

a. One Independent Commissioner
as Chairman

b. One Independen Commissioner as
member

c. Two Non-Independen
Commissioners as members

d. One Executive Officer who is
incharge of human resources

The Remuneration and Nomination
Committee Charter

The Remuneration and Nomination
Committee uses the Charter as work
guidelines which includes:

a. Membership

b. Duties, responsibilities and
authorities

Values and work ethics
Working time

Meeting rules

Disclosure and reporting

Sooan

The Remuneration and Nomination
Committee Charter was last updated
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in November 5, 2014, reviewed periodically or as necessary by BOC as long as it is in accordance with the latest relevant
regulation and has been uploaded in the website of Bank OCBC NISP at www.ocbcnisp.com.

Composition, Membership, Legal Basis of Appointment and Term of Office of the Remuneration and Nomination Committee

Members as of December 31,2016

Position B
inthe Position in Bank
a OCBC NISP

Committee

Chairman Commissioner Roy Athanas
(Independent Karaoglan
Commissioner)

Member Chairman Pramukti Surjaudaja

Member Deputy Chairman Peter Eko Sutioso
(Independent
Commissioner)

Member Commissioner Samuel Nag Tsien

Member Executive Officer in Mustika Atmanari

charged of Human
Resources

BOC Decree

009/DEKOM/IPC-LS/
11/2016
dated February 22,2016

019/DEKOM/IPC-LS/11/2015
dated February 13,2015

009/DEKOM/IPC-LS/
11/2016
dated February 22,2016

019/DEKOM/IPC-LS/11/2015
dated February 13, 2015

012/Dekom/AN-LS/11/2014
dated February 7, 2014

BOD Decree

KPTS/DIR/HK.02.02/CORP.
SECR/064/2016 dated March 31,
2016

KPTS/DIR/HK.02.02/CORP.
SECR/011/2015 dated February
13,2015

KPTS/DIR/HK.02.02/CORP.
SECR/065/2016 dated March 31,
2016

KPTS/DIR/HK.02.02/CORP.
SECR/012/2015 dated February
13,2015

KPTS/DIR/HK.02.02/CORP.
SECR/012E/2014 dated February
28,2014

Term of Office

Effective End of
Date Term

April 7,2016  AGMS 2017
April 9,2015  AGMS 2017
April 7,2016  AGMS 2017
April 9,2015  AGMS 2018
April 7,2014  AGMS 2017

Profile of Remuneration and Nomination Committee

Roy Athanas Karaoglan

Pramukti Surjaudaja

Peter Eko Sutioso

For complete profile please refer to profile of BOC on page 33-34 on this Report.

Indonesian Citizen, 54 years old.

Working Experience:

Samuel Nag Tsien

«  Since April 7,2014: Member of Bank OCBC NISP’s Remuneration and Nomination Committee
« More than 21years of experience in banking industry especially in Human Resources.
« 1994:Joined with Bank OCBC NISP with the latest position as Human Capital Management Division Head.

Education:

Mustika Atmanari

Bandung (1994).

Independency of Remuneration and Nomination Committee’s Member
Independent members of Remuneration and Nomination Committee have met the independency requirements as follows:
a. Not aninsider who works or have the authority and responsibility to plan, control or monitor the Bank’s activities within

the last 6 (six) months, with the exception of Independent Commissioners.
b. Have nodirect or indirect ownership in the Bank.

o

She had a Master Degree in Management majoring in Human Resources Management from Padjajaran University,

Have no affiliation with Bank OCBC NISP, members of BOC, BOD or majority shareholders of the Bank.

d. Have no business relationship directly nor indirectly related to business activities of Bank OCBC NISP.

Duties and Responsibilities of the Remuneration and Nomination Committee
Remuneration and Nomination Committee performs its duties based on the Bank Indonesia Regulation and Banking

Authorities, as well as the Committee’s Charter.

Details duties and responsibilties of the Remuneration and Nomination Committee are stated on the Remuneration and

Nomination’s Charter at www.ocbcnisp.com.

Bank OCBC NISP 2016 Annual Integrated Report
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GOOD CORPORATE GOVERNANCE

Policies and Implementation of
Frequency and Attendance of
Remuneration and Nomination
Committee Meeting as of December
31,2016

1.

The Committee meeting is held
periodically by at least once within
four months.

The meeting only could be

implemented if:

a. Itisattended by at least 51
percent of total members
including an Independent
Commissioners and Executive
Officer who are in charge of
human resources or employee
representative; and

b. One of the 51 percent members
as mentioned in point a.is the
Committee Chairman.

The Committee has the right

to acquire information about

remuneration of Executive Officer

or the Bank’s employees.
No Position in Committee

1 Chairman

2 Member

3 Member

4 Member

5 Member

4. The Committee is entitled to

request the presence of related
parties which have the relevant
experience and skills in the
meeting, if deemed necessary.

Meeting decisions are made

based on consensus. When the
deliberation is achieved, the
decision will be done by a majority
vote.

6. Dissenting opinions that occurred

in the meeting shall be put clearly
in the meeting, followed by the
reason.

All decisions in writing, signed

or approved by majority of the
Committee will be applied as a
decision taken from the meeting
and may consist of several
documents, each signed by one or

more members of the Committee.
The majority members who signed
or approved must be independent
members and Executive Officers.
The terms “in writing” and “signed’
includes approval via e-mail or
facsimile by the members.

)

8. The result must be stipulated in
the minutes of the meeting and
well-documented.

9. Acopy of the minutes of the
meeting signed by all of the
members of the Committee who
attended must be distributed to all
members of the Committee and
BOC.

During 2016, Remuneration and
Nomination Committee conducted
3 (three) times of meetings with the
following attendance:

Name Meeting Attendance % Attendance

Roy Athanas Karaoglan
Pramukti Surjaudaja
Peter Eko Sutioso
Samuel Nag Tsien

Mustika Atmanari

100%
100%
100%

100%

W oW W W w

100%

Training of the Remuneration and Nomination Committee Members

To improve their competence and understanding in supporting the implementation of the duties and responsibilities, the
members of the Remunaration and Nomination Committee have joined the following seminars, training or workshop in
2016:

Roy Athanas Karaoglan, Pramukti Surjaudaja, Peter Eko Sutioso, Samuel Nag Tsien
Outlined on the Table of The Board of Commissioners Training on page 100-101

Name

Mustika Atmanari Know Your Customer July 23,2016 Jakarta

UKMR Refreshment Course September 23,2016 Jakarta

Remuneration and Nomination Committee Report of Working Program and Realization
Throughout 2016, the Remuneration and Nomination Committee held discussions regarding the following issues:
a. Remuneration Function

1) Reviewed compensation and benefits in 2016.

2) Reviewed and evaluated the remuneration of BOC and BOD in 2016.
3) Reviewed the benefit of Committee members under BOC (Independent Party).
4) Reviewed the impact of regional wage minimum increment in 2016 towards the Bank’s remuneration policy.

(9a]

) Reviewed policies on salary increase and performance bonuses for all employees.
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6) Reviewed concept of 2017

GCG Implementation for Commercial

expertise in risk management as a

s3y81ySiH |enueuly

o
Remuneration Policy. Banks. member. 5
o
b. Nomination Function Legal Basis of Establishment The Risk Monitoring Committee §
1) Reviewed the reappointment Risk Monitoring Committee was Charter 3
of BOD and BOC members established and is responsible to the The Risk Monitoring Committee has §

as well as members of BOC based on BOC Decree No. KPTS/ a Charter that serves as a guideline
Committees. DEKOM/o11/2006 dated December 7, and work rule that binds its members o
2) Reviewed the plan to appoint 2006 to help perform the functions which consist of the following: g
subsequent members of BOD and duties of BOC in monitoring the a. Membership E
and Committees. implementation of risk management. b. Duties, responsibilities and :\3
3) Reviewed the composition of authorities 2

BOC and BOD.

4) Reviewed Nomination Policy of
BOC, BOD, Sharia Supervisory
Board and Committees under
the BOC.

Risk Monitoring Committee
The Risk Monitoring Committee

is in accordance with the FSA
Regulation No.55/POJK.03/2016 dated
December 7,2016 concerning the

Membership and Expertise

Risk Monitoring Committee

membership consists of:

a. One Independent Commissioner
as Chairman

b. One Independent Commissioner
as member

c. Three Non-Independent
Commissioners as members

d. One Independent Party who has
expertise in finance as a member

e. OneIndependent Party who has

Values and work ethics
Working hours

Meeting Rules
Disclosure and reporting

Sooan

The Risk Monitoring Committee
Charter was last updated on October
30,2015 and reviewed on a regular
basis every two years, or if deemed
necessary by BOC and in accordance
with the latest legislation. For more
details go to www.ocbcnisp.com

Composition, Membership, Legal Basis of Appointment and Term of Office of the Risk Monitoring Committee Members as

of December 31,2016

sisAjeuy pue uoissnasig Juswageueyy

Term of Office
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0
o
=
©
o
=
)
=
o
o
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<
o)
=
=
)
=
o
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Position in Position in Bank
8 BOC Decree BOD Decree i
Committee [ENeTd:Ia N[5 Effective |  End of
Date Term
Chairman Commissioner Kwan Chiew Choi  011/DEKOM/AN-LS/I1/2014 KPTS/DIR/HK.02.02/CORP. April 7,2014  RUPST 2017
(Independent dated February 7,2014 SECR/012C/2014 dated February 28,
Commissioner) 2014
Member Chairman Pramukti 018/DEKOM/IPC-LS/11/2015 KPTS/DIR/HK.02.02/CORP. April 9,2015  RUPST 2017 =
Surjaudaja dated February 13,2015 SECR/009/2015 dated February 13, §
2015 S
m
Member Commissioner Roy Athanas 008/DEKOM/IPC-LS/ KPTS/DIR/HK.02.02/CORP. April 7,2016  RUPST 2017 @
(Independent Karaoglan 1172016 dated February SECR/061/2016 dated March 31,2016 o
Commissioner) 22,2016 -
m
Member Commissioner Samuel Nag Tsien  018/DEKOM/IPC-LS/I1/2015 KPTS/DIR/HK.02.02/CORP. April 9,2015  RUPST 2018 §
dated February 13, 2015 SECR/010/2015 dated February 13, 2
2015 S
Member Commissioner Lai Teck Poh (Dua 008/DEKOM/IPC-LS/ KPTS/DIR/HK.02.02/CORP. April 7,2016  RUPST 2017 <
Teck Poh) 1172016 dated February SECR/062/2016 dated March 31,2016
22,2016
Member Independent Party Willy Prayogo 008/DEKOM/IPC-LS/ KPTS/DIR/HK.02.02/CORP. April 7,2016  RUPST 2017 =
11/2016 dated February SECR/063/2016 dated March 31,2016 5
22,2016 ;i
Member Independent Party Natalia Budiarto 019A/DEKOM/IPC-LS/ KPTS/DIR/HK.02.02/CORP. April 9,2015  RUPST 2018 §
1172015 dated February 13, SECR/012A/2015 dated February 13, g
2015 2015 o
=1
Profile of Risk Monitoring Committee
[
(=]
S
<]
. . s . . Lai Teck Poh =
Kwan Chiew Choi Pramukti Surjaudaja Roy Athanas Karaoglan Samuel Nag Tsien o
. (Dua Teck Poh) o
Chairman Member Member Member Member 2

For complete profile please refer to Profile of BOC on page 33-34 on this Report.
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Indonesian Citizen, 62 years old.

Working Experience:
« since April 2014: Member of Bank OCBC NISP’s Risk Monitoring Committee.

Willy Prayogo
Member

Education:
Bachelor degree in Economics from Catholic University Parahyangan (1979), MBA from Prasetya Mulya Management

2010 — 2013: Member of Audit Committee for Bank OCBC NISP

2000-2007: President Commissioner in Bank Resona Perdania President Director Deputy
1997-2000: Bank OCBC NISP
1993-1997: Director for Bank NISP

Institute Jakarta (1990) and Master Degree in Management from Management Institute of Prasetya Mulya, Jakarta

(1995).

Indonesian Citizen, 62 years old

Working Experience:
« Since April 2015: Member of Bank OCBC NISP’s Risk Monitoring Committee

» 2013-2014:Vice President Director in PT Surya Semesta Internusa

« 20mM-2012: Commissioner in PT Sasana Artha Finance.
« 1995-2011: President Director in PT Sasana Artha Finance

Natalia Budiarto
Member

Education:
Master degree in Business Administration in 1981 and Bachelor degree in Business Administration in 1978 from

Chaminade University of Honolulu, Hawaii.

Independency of Risk Monitoring

Committee’s Member

Independent members of Risk

Monitoring Committee have met

the independency requirements as

follows:

1. Not an insider who works or have
the authority and responsibility
to plan, lead, control, and monitor
Bank OCBC NISP’s activities
within the last six months except
Independent Commissioners

2. Have nodirect or indirect
ownership in Bank OCBC NISP.

3. Have no affiliation with Bank
OCBC NISP, members of BOC, BOD
or majority shareholders.

4. Have no business relationship
directly nor indirectly related to
business activities of Bank OCBC
NISP.

Duties, Responsibilities and
Authorities of the Risk Monitoring
Committee

Bank OCBC NISP’s Risk Monitoring
Committee performs its duties based
on the Risk Monitoring Committee
Charter which also regulates the
function of the Committee. The
Risk Monitoring Committee has the
role and responsibility to provide
recommendations to the BOC in
monitoring the risk management

Details duties and responsibilties
of the Risk Monitoring Committee
are stated on the Risk Monitoring
Committee’s Charter at the Bank's
corporate website (www.ocbcnisp.
com).

Policies and Implementation of

Frequency and Attendance of

Risk Monitoring Committee as of

December 31,2016

1. The Committee meeting is held
periodically, at least four times
within a year.

2. The meeting could only be held if
it is attended by at least 51 percent
of total members including an
Independent Commissioners and
Independent Parties

3. The Committee is entitled to
request the presences of related
parties which have the relevant
experience and skills in the
meeting, if deemed necessary.

4. The meeting is led by the
Committee Chairman. If the
Chairman could not attend the
meeting, other members who
attended will appoint someone to
lead the meeting.

5. Committee may set up meetings
rules of procedure, meeting
management, invitation, voting
and meeting mechanism, drafting

* 1993-1995: Bank Universal with the latest position as the Head of Remedial Management Unit

and saving minutes of meeting, as
well as reviewing the minutes by
themselves.

Meeting decisions are made

based on consensus. When the
deliberation could not be achieved,
the decision will be done by a
majority vote.

Dissenting opinions that occurred
in the meeting shall be put

clearly in the minutes of meeting,
followed by the reason.

All decisions in writing, signed

or approved by majority of the
Committee will be applied as a
decision taken from the meeting
and may consist of several
documents, each signed by one or
more members of the Committee.
The majority members who signed
or approved must be independent
members and Executive Officers.
The terms “in writing” and “signed”
includes approval via e-mail or
facsimile by the members.

The result must be stipulated in
the minutes of the meeting and
well-documented.

. A copy of minutes of the meeting

signed by all of the members of
Committee who attended must
be distributed to all members of
Committee and BOC.

policy in the Bank’s business activities.
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The Committee Meeting was held in accordance with the Bank’s need. Throughout the year 2016, the Risk Monitoring
Committee held six meetings. The members of the Risk Monitoring Committee that attended the meetings were the

following:
No Position in Committee
1 Chairman
2 Member
3 Member
4 Member
5 Member
6 Member
7 Member

Roy Athanas Karaoglan

Lai Teck Poh (Dua Teck Poh)

6 6

Kwan Chiew Choi

Pramukti Surjaudaja

Samuel Nag Tsien

Willy Prayogo

a o0 o0 o0 o O

Natalia Budiarto

100%
100%
100%
100%
100%

100%

a o0 o o0 6 O

100%

Training Attanded by Risk Monitoring Committee

Kwan Chiew Choi, Pramukti Surjaudaja, Roy Athanas Karaoglan, Samuel Nag Tsien, Lai Teck Poh
Outlined on the Table of The Board of Commissioners Training on page 100-101

Natalia Budiarto

Willy Prayogo

Insurance & Securities Businesses : The Businesses, Risk, Regulation, and Market Updates

Insurance & Securities Businesses : The Businesses, Risk, Regulation, and Market Updates

June 22,2016 Jakarta

June 22,2016 Jakarta

Risk Monitoring Committee Report of
Working Program and Realization
Throughout 2016, the Risk Monitoring
Committee, among others, discussed
the following issues:

a. Conducted an annual review of
the risk appetite statement as one
of the key principles which became
a guideline for the overall risk
management framework, risk limit
and all policies related to existing
risk management.

b.  Monitored the Bank'’s risk profile
quarterly based on Risk Based
Bank Rating Approach set by the
Financial Services Authority.

c. Reviewed and approved policies
concerning risk management
implementation and other
policies according to the policy
architecture,among others
Corporate Legal Framework,

Legal Risk Management Policies,
Internal Capital Adequacy

Assessment Process (ICAAP)
Policies, Product Management
Policies, Counterparty Risk Policies,
Outsourcing Policies, External
Communication Policies, Business
Continuity Management Policies,
Liquidity Risk Management
Policies and Framework for Assets
and Liabilities Management.

d. Reviewed and approved limits
including Market Risk & Liquidity
Limit Application for 2016, Target
Market Strategy & Portfolio
Industry Cap for 2016, and FX
Option Limit.

e. Monitored credit stress testing
portfolio (Business Banking and
Consumer).

f.  Monitored IT Risk Management
based on the submitted reports.

g. Assisted the Board of
Commissioners of the Main Entity
to do Integrated Risk Management
monitoring.

Bank OCBC NISP 2016 Annual Integrated Report

Performance Assessment of
the Committees of the Board
of Commissioners

Audit Committee, Remuneration and
Nomination Committee and Risk
Monitoring Committee Assessment
At the end of the year, BOC conducted
an evaluation on the contribution,
effectiveness and performance of

the Audit Committee, Remuneration
and Nomination Committee, and

Risk Monitoring Committee. The
evaluation was mainly focused on

the implementation of duties and
responsibilities, frequency and quality
of meetings as well as the Committee
members’ recommendations,

mixed capabilities, experiences and
expertise to support the effective
implementation of their duties and
responsibilities.

The members of the Audit
Committee, Remuneration and
Nomination Committee and Risk
Monitoring Committee also required
self assessments to evaluate the
performance of each Committee
throughout 2016.
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GOOD CORPORATE GOVERNANCE

Executive Committees of the Board of Directors

Scope of Work Membership Assessment of Committees’ Performance

Committee

Board Risk
Committee (BRC)

Credit Risk
Management
Committee (CRMC)

Market and Risk
Management
Committee (MRMC)

Asset and Liabilities
Committee (ALCO)

Operational Risk
Management
Committee (ORC)

Fraud Committee

Assist The Bank’s Directors in
compiling a risk management
policy, supervising the
implementation of policies and
providing recommendations
concerning the matters that
need to be done by the Directors
in relation to risk management,
including Sharia Business Unit

Assist the Directors in monitoring
the loan portfolio developments
and conditions, formulating and
supervising the implementation
of credit policies as well as giving
feedback on corrective action.

Manage market risk exposure
entirely, monitor the
implementation of the Bank's
market risk management, and
ensure that the policies and
practices are carried out correctly
and effectively to support the
Bank’s business strategy.

Establish policies and strategies
for Assets and Liabilities
management in order to manage
liquidity risk and interest rate
risk dynamically and efficiently
according to the prudential
principle in the corridors of risk
appetite and set acceptable limits,
to maximize net interest income
on regular basis as well as to
maintain the Bank’s liquidity.

Supervise the implementation of
operational risk management.

Provide guidelines and take
decisions on each fraud/
indications of fraud reports and
its handling processes submitted
by Fraud Management Team
(FMT), sanctions, improvement
of processes/controls that are
fundamental or have been
recommended by the FMT and
Operational Risk Management
Division, but are not approved by
related work unit.

Chairman: President Director
Deputy Chairman: Director of Risk
Management

Member with voting right: all
Directors

Chairman: President Director
Deputy Chairman: Director of Risk
Management

Member with voting right: all
Directors

Chairman: Director of Risk

Management

Member (Chairman Caretaker

1): Director of Operation and

Information Technology

Member (Chairman Caretaker I1):

Director of Financial and Planning

Member:

- Director of Treasury

- Market and Liquidity Risk
Division Head

- Treasury Trading Division Head

- Asset and Liability Management
Division Head

Chairman: President Director
Deputy Chairman: Director of Risk
Management
Member with voting right:
- Director of Operation and
Information Technology
- Director of Financial & Planning
- Director of Wholesale Banking
- Director of Enterprise Banking
- Director of Network
- Director of Retail Banking
- Director of Treasury
Member without voting right:
Director of Compliance

Chairman: Director of Risk

Management

Deputy Chairman: Director of

Compliance and Communication

Member:

- Director of Operation and
Information Technology

- Director of Financial & Planning

Chairman: President Director
Deputy Chairman: Director of Risk
Management

Member:

Director of Operation and
Information Technology

Head of Human Capital

The Risk Management performed its duties diligently
and actively to ensure good implementation of

the risk management in the Bank, allowing the

Bank to anticipate all changes due to the business
development and external conditions. Throughout
2016, the Risk Management Committee conducted

a review and approved the framework, policies and
limits, including the Bank’s Risk Appetite to support
the Bank’s Business Plan. The Risk Management
Committee has also approved the Bank’s risk profile
that are conducted regularly, including the risk profile
of Sharia Business Unit.

The Credit Risk Management Committee (KMRK)
had effectively monitored the loan portfolio current
state and developments, as well as assisting the
Board of Directors in formulating and overseeing the
implementation of credit policies and provide them
with feedbacks for improvements. During 2016, the
Risk Management Committee Credit had intensely
monitored the Bank’s credit quality by doing credit
concentration risk analysis, credit stress test analysis
on portfolio and industry sector, and determined
the Target Market and Industry Cap for the Bank to
engage in 2017.

The Market and Risk Management Committee
conducted regular monthly meetings in order

to supervise the implementation of market

risk management of the Bank. It discussed the
monitoring on market risk exposures on limits and
regulations routinely, and the Bank’s risk appetite.

The ALCO Committee had monthly meeting to
monitor the liquidity risk and Interest Rate Risk
in Banking Book (IRRBB), to set the strategy on
optimizing the Balance Sheet composition and
optimizing the Bank’s Net Interest Margin (NIM)

The Operational Risk Management Committee

held quarterly meetings to actively monitor the
implementation of operational risk management at
the Bank to ensure it runs properly and adequately.

The Fraud Committee held quarterly meetings

to actively monitor and direct the strategy and
implementation of fraud risk management according
to the set framework and policies.

Bank OCBC NISP 2016 Annual Integrated Report
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Human Capital Assist the Directors in: + Chairman: President Director The Human Capital Committee contributed in the o

Committee 1. Ensuring the alignment of +  Member: improvement and alignment of HR policies with g,
the Human Capital policies - Director of Operation and strategy and objectives of the company. ]
with the Bank’s strategies and Information Technology =
objectives, including corporate - Director of Financial & Planning %
values, code of conduct, as well - Director of Network =
as the policies and regulations - Head of Human Capital 2
issued by the regulators, and

2. Deciding the refinement

of the Human Capital A
policies and management S
system, which include S
Human Capital planning, 3
recruitment, development, g
performance management, %
talent management, as well ®
as competitive remuneration
system

Information Determine and monitor the « Chairman: President Director The Information Technology Steering Committee

Technology (IT) Bank’s IT strategic plan, including - Member: contributed in the implementation of all activities

Steering Committee

Komite Network

Brand Committee

monitoring the IT development in
line with its strategic and business
plans.

a.  Decided strategic
investment on network

b.  Ensured optimalization of
network distribution on
branches and ATMs

c.  Approved locations for new
branches and ATMs.

d.  Set policies on distribution
network to achieve the
network optimizing
objective. Including are
authorization to set
geographic distribution and
organization structure in the
network.

Routinely and actively review

the brand campaign and ensure
that the corporate brand is to be
developed according to the Bank’s
strategy.

Director of Risk Management
Director of Operation and
Information Technology
Director of Financial & Planning

+ Chairman: President Director
+  Member:

Director of Network

Director of Retail Banking
Director of Operations and
Information Technology
Director of Financial & Planning

« Chairman: President Director
« Member:

Director of Compliance and
Communication

Director of Network

Director of Retail Banking
Director of Wholesale Banking

related to information technology, including
direction and approval of the strategy in Information
Technology, approved the budget for Information
Technology, evaluate Information Technology projects
developed according to the needs of the business
user with reference to the IT Road Map and ensured
investment to Information Technology projects to be
executed to give optimal results.

The Network Committee had made several decisions
and policies related to the office network, including:
determining the office and ATM network strategy,
annual RBB plan for office network, performance
monitoring,

Business Mapping, procurement plan on building /
asset and many more.

The Brand Committee had made important
contributions to the good Corporate Branding
activities that build a positive reputation of the
company.

The Brand Committee is actively reviewing and
monitoring significant branding activities,

including monitoring the integration of promotional
activities in all segments in order to create more
impactful branding activities.

The Integrated Risk Management Committee held
regular meetings to discuss and ensure the risk
management related the financial conglomeration
has been well implemented in Bank OCBC NISP as
the main entity and in PT Great Eastern Life Indonesia
and PT OCBC Sekuritas Indonesia as the Financial
Services Institutions.

After its preparation in 2015, the Bank, together with
the two FSls, had assessed each risk profiles and
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integrated risk profiles in 2016. They also reviewed 5
measures related to the integrated capital adequacy, 3
in accordance with the Regulation. The Committee o
had evaluated and recommended a number of 2
policies necessary to guide the integrated risk %
management. 3
=1
CORPORATE SECRETARY
io?
Legal Basis of Establishment E
The position of Corporate Secretary at Bank OCBC NISP is held by lvonne Purnama Chandra which was effective since g
February 28,2014 until present. This appointment was based on BOD Decree No. KPTS/DIR/ HCM/HK.02.02/180/2014 dated =

February 28, 2014.

Bank OCBC NISP 2016 Annual Integrated Report
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Profile of Corporate Secretary

Indonesian citizen, 53 years old.
Domicile in Jakarta

Working Experience:

« February 28,2014 - now: Corporate Secretary of Bank OCBC NISP.

 August 2013 - February 2014: Consumer Quality Assurance Division Head.

« 2011-2013: Metropolitan Liablities & Wealth Distribution Head.

« 2009-2011: Metropolitan Consumer Distribution Head Bank OCBC NISP.

« Established a professional career for more than 25 years in banking and insurance sector in different positions at
Citibank (1989-2008), Bank Universal (Bank Permata) (1994-2003), Astra CMG Life (Commonwealth Life) (2003-
2006), and Bank Danamon (2006-2008) dengan posisi terakhir sebagai SVP-Privilege Banking Business Head.

Ivonne P. Chandra
Sekretaris Perusahaan

Education:

MBA from Golden Gate University, San Francisco, USA majoring in Marketing (1988) and Bachelor from Padjadjaran
University, Bandung, Faculty of Communication, majoring in Public Relations (1986).

Training Program to Improve the Competency in 2016

Trainings

Workshop ICSA: Socialization of OJK Circular Letter concerning CG Guidelines

Socialization ASEAN CG Scorecard 2016
Socialization FSA Regulation by AEI

Refreshment-Risk Management Certification-Level 4:“Managing People Risk in a Bank”,

KIRAN Resources

Financial Accounting for Auditor, PT Emerio Indonesia

Time Venue

February 15,2016

March 15,2016

June 15-16, 2016

Tax Amnesty & Development of Indonesia Economic Policy, KSEI & IDX

Risk Appetite Framework Workshop, Group RPM-OCBC Bank
FSA Workshop: Information Disclosure of Public Listed Company

FSA Workshop: ASEAN CG Scorecard

November 16,2016

January 27,2016

April 18,2016

July 26,2016
August 5,2016

November 15,2016

Jakarta
Jakarta
Jakarta

Jakarta

Jakarta
Jakarta
Jakarta
Jakarta

Jakarta

In addition to the above the Corporate
Secretary also monitors/attends
socialization of new regulations issued
by the FSA and IDX.

Corporate Secretary Activities
Report

In order to fulfill its responsibilities,
the Corporate Secretary and
employees in the Working Unit which
perform the function of the corporate
secretary conducted the following
activities throughout 2016, among
others:

1. Followed the development of
Capital Market, particularly related
to the applicable regulation.

2. Provided inputs to BOD and BOC
to comply with the applicable laws
and regulations in Capital Market.

3. Ensured compliance to the
BOC and BOD charters and
implementation in accordance
with the applicable regulations.

4. Provided information to the public
through IDX e-Reporting and Bank
OCBC NISP website.

Prepared and submitted reports
related to regulation in Capital
Market, both periodic and
incidental reports to FSA and IDX
in a timely manner.

Conducted Self-Assessment of
GCG Implementation related

to duties of BOC, BOD and
Committee under BOC and
Conflict of Interest for the first and
second half of 2016.

Conducting Self-Assessment of
Integrated Corporate Governance
Implementation for Financial
Conglomerat in relation to the
implementation of BOD and

BOC of Main Entity as well as
Integrated Corporate Governance
Committee for the period of
Semester [ and Il Year 2016.
Prepared GCG Implementation
Report in Annual Report 2016
related to BOC, BOD, Committee
under BOC and Corporate
Secretary.

Enhanced and aligned the
implementation of GCG practices

10.

1.

12.

13.

14.

with ASEAN CG Scorecard
assessment which is conducted
every year.

Coordinated the Annual General
Meeting and Annual Public Expose
2016.

Ensured the frequency and
coordinated meetings of BOC

and BOD including Committees
under BOC in accordance with
regulations in Capital Market and
Banking, as well as the availability
of the meeting agenda and
materials.

Attended BOC meetings, BOC with
BOD meetings, committees under
BOC meetings, BOD meetings,
joint meeting of BOD and BOC.
Coordinated and attended
meetings of BOD of Main Entity,
BOC of Main Entity and Integrated
Governance Committee in terms
of Financial Conglomerate in
Indonesia.

Coordinated the production of
the minutes of the meeting of
BOC and BOD, including minutes

Bank OCBC NISP 2016 Annual Integrated Report



of the meetings of BOC and BOD
Main Entity, Committee under
BOC and Integrated Governance
Committee meeting, as well

as documented with the other
corporate document such as deeds
of GMS, Articles of Association,
Shareholders list, BOD/BOC
Decree and Certificate of Company
Registration.

15. Produced the BOC Decree for the
actions/ transactions/conditions
that require approval from BOC
as stipulated in the Articles of
Association with regard to Law on
Limited Company.

16. Produced the Proposal from BOC
to GMS in terms of appointment
and/or reappointment of BOC and
BOD members.

17. Produced the Recommendation
Letters from the Committee, such
as the appointment of BOD, BOC
and members of Committees
under BOC.

18. As a liason between Bank
OCBC NISP as the Issuer and
shareholders, coordinating with
Investor Relation Unit, including
request of information related
with the performance of Bank’s
shares, in cases of lost shares, etc.

19. Administer and documenting BOC
and BOD Decrees and Circular
Letters.

20. Administer and distribute all
incoming letters to the related
Division/Unit.

IMPLEMENTATION OF
COMPLIANCE FUNCTION

Compliance Function

A rapid growth in the banking
industry is commonly accompanied
by the increasing complexity of the
Bank’s business activities which
results in increasing risk exposure,
particularly the compliance risk that
needs to be controlled through various
efforts to mitigate risks through
preventive (ex-ante) and curative (ex-
post) actions. The preventive (ex-ante)
is carried out by complying to banking
norms to reduce/minimize the risk

Bank OCBC NISP 2016 Annual Integrated Report

by enhancing the role and functions
of the Bank’s compliance, so that

the potential risks within the Bank’s
business activities may be anticipated.
This preventive function is mandated
in Bank Indonesia Regulation and is
the responsibility of the members of
the Bank’s Board of Directors who are
in charge of the Compliance function.
The Director in-charge is responsible
for ensuring that all decisions taken
by the Board of Directors does not
deviate from the applicable rules and
regulations.

Role of the BOC and Directors
Bank OCBC NISP’s Board of
Commissioners actively conducts the
compliance function by evaluating

it through the biannual report from
the Director in charge of compliance
function, BOC meetings, and Audit
Committee meetings. Based on the
evaluation, BOC provides advice in
order to improve the quality of the
compliance function in Bank OCBC
NISP.BOC duties are in accordance
with Bank Indonesia Regulation
No.13/2/PBl/201 dated January 20,
2011 regarding Implementation of
Compliance Function for Commercial
Bank.The Board of Directors play a
role in ensuring the implementation
of compliance function as well

as develops and ensures the
implementation of compliance culture
at all levels of the organization and
the Bank’s business activities by
developing policies and/or establish
decisions guided by applicable

laws and regulations. BOD has the
responsibility of assuring that the
Bank’s existence is in compliance
with the risk management policy.
The Bank compliance policy will

not be effective unless there was

a clear commitment by BOD to
promote the values of honesty and
integrity of all organizations, and
compliance with applicable laws.
Regulations and standards should be
seen as an important means for the
implementation of these objectives.

Director in Charge of
Compliance Function

The role and function of the Director
in charge of Compliance Function is
very important. The Director-in-charge
of Compliance must play an active
role in determining prudential means
of compliance to various rules and
regulations, and monitor the same.
Bank OCBC NISP has appointed a BOD
member as the Director in charge of
the Compliance Function, with the
approval of Bank Indonesia (BI). Bank
OCBC NISP’s Compliance Director has
met the independence criterion and
other criteria in accordance with Bank
Indonesia Regulation No.13/2/PBI/2011
regarding the Implementation of
Compliance Function of Commercial
Banks. Currently, the position of
Compliance Director is occupied by
Rama P. Kusumaputra. In performing
the good Compliance Function and
managing compliance risk faced by
the Bank, Compliance Director’s roles
and responsibilities are in accordance
to PBI No.13/2/PBI/2011.

Compliance Working Unit
The role of the Compliance Working
Unit in banking is very crucial to
ensure that the rules made by the
Bank are in harmony with external
rules/ regulations and to ensure that
the rules/ regulations are properly
implemented. In relation with the
implementation of compliance
function, duties and responsibilities
have been in accordance with Bl
Regulation No.13/2/PBI/2011 on the
Implementation of Compliance
Function of Commercial Bank.

The Bank’s Compliance Working Unit
is led by Compliance Division Head
that has met the independence
requirements and other criteria in
accordance with PBI No.13/2/PBI/2011
on the Implementation of Compliance
Function of Commercial Banks.The
position of Compliance Division Head
is Imelda Widjaja.

Compliance Function
Implementation

Bank OCBC NISP always performs the
Compliance Function in accordance
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GOOD CORPORATE GOVERNANCE

with the applicable regulations to

increase the Bank’s compliance to

Bank Indonesia’s Regulations, FSA and

other regulations. The Compliance

Function runs well with the active

participation of all compliance

organization team members which
consists of Compliance Director,

Compliance Division Head and

Compliance Working Unit. In order to

ensure the Bank’s adherence to Bank

Indonesia Regulations, FSA and other

regulations and Bank’s commitment

with authorities, the Director-in-
charge of the Compliance Function is
assisted by the Compliance Division
and has carried out these activities:

1. Conducting socialization on the
importance of the compliance
function and roles in Bank’s
activities based on prudential
principle and put the compliance
function as an integral part of
Bank OCBC NISP activities in order
to promote Compliance Culture.

2. Establishing actions to support
compliance and ensure that
the Bank’s policies, regulations,
systems, procedures and business
activities are in line with Bank
Indonesia, FSA, and other
prevailing laws and regulations,
including Sharia Principles for the
Sharia Business Unit.

3. Monitoring and maintaining the
Bank’s business activities that
should not deviate from prevailing
regulations, thereby minimizing
the Bank’s compliance risk.

4. Taking preventive actions if
required, so that policies and/
or decisions made by the
Bank’s BOD do not deviate from
Bank Indonesia, FSA and other
regulations, including Sharia
Principles for the Bank’s Sharia
Business Unit.

5. Monitoring and ensuring
compliance in all agreements and
commitments made by the Bank
to Bank Indonesia and/or FSA and
other supervisory authorities.

6. Distributing letters/circulars from
Bank Indonesia, and/or FSA and
other institutions to relevant
Divisions/Functions for follow-up.

7. Preparing summary of regulations,
analyzing the impacts to the Bank,
and disseminating information
concerning the banking
regulations from Bank Indonesia
and/or FSA to the entire BOD and
related Division/ Function Head in
order to facilitate the performance
of compliance function.

8. Serving as liaison officers in the
Bank’s working relations with Bl
and/or FSA.

9. Evaluating the implementation of
prudential banking within Bank
OCBC NISP, covering:

a. Capital Adequacy Ratio (CAR)

b. Legal Lending Limit (LLL) and
Loan to Value (LTV)

c. Net Open Position (NOP)

d. Statutory Reserves (GWM)
Current levels of Non-
Performing Loan (NPL) and
Non-Performing Financing
(NPF)

f.  Stock ownership loans

Land purchase loans

Good Corporate Governance

(GCQ)

i. ShortTerm offshare Borrowing
(PLN)

j. Compliance with other
regulations.

5o

Compliance Activities in 2016
During 2016, Compliance Division has
carried out the following activities:

1. Published the Bank Indonesia
Regulation and Circular Letter
and/or FSA regarding Commercial
Bank and prepared a summary
and their implications to the
Bank’s operations as distributed to
relevant working units. This was
aimed to ease compliance with the
regulations by the working units.

2. Regularly updated and compiled
the database of regulations
on the Bank’s owned intranet
(Compliance Website), which
serves as references for all units
in the effort to comply with the
provisions of regulators.

3. Ensured that the correspondence
with B, FSA and other regulatory
agencies have been well-managed
by monitoring the fulfillment of
commitments and/or required
responses.

4. Conducted final review of the
drafts of policies and procedures,
proposals for new products,
strategic activities, and lending
applications forms to ensure full
compliance with existing external
regulations, the Bank’s internal
regulations and the prudential
principle.

5. Conducted the socialization
and training program, named
Compliance Roadshow, which
became a means to enhance
compliance understanding and
awareness the provisions of Bl, FSA
and the prevailing legislations.

6. Recommended updates and
improvement of policies,
regulations,and procedures in
accordance with the applicable
regulations and suggested
improvement of policies,
regulations, and procedures, if
necessary.

7. Provided assessment, advice, and
assistance to ensure that related
unit activities are in accordance
with the applicable provisions.

8. Maintained effective
communications with Bl
and FSA to bridge the Bank’s
needs to comply with Bl and/
or FSA regulations and provide
information/explanations to BI
and/or FSA on or request directives
and advice from Bl and/or FSA.

9. Evaluated and measured
compliance risk management/
implementation of the Bank’s
compliance to the prevailing
legislations by providing the
tools, namely the Regulatory
Requirement Self-Assessment
(RSSA) and continued with the
assurance process from the RRSA
results.

10. Monitored the Bank’s
commitments to the fulfillment
of FSA and other authority
Institutions and other authorities,
in general.

Compliance Indicators in 2016
The compliance indicators for 2016
derived from financial reports and
internal data under the following
conditions are:

Bank OCBC NISP 2016 Annual Integrated Report



1. The capital position of Bank OCBC
NISP met the requirement of B,
as specified in the Bank Indonesia
Regulation No.14/18/PBI/2012
on Minimum Capital Adequacy
Requirement for Commercial
Banks.The good capital structure
was reflected in the high Capital
Adequacy Ratio (CAR), more than
17.32 percent as of December 2016.

2. In 2016, there was no violation of
the Bank Indonesia regulation on
Legal Lending Limit (LLL).

3. Bank OCBC NISP managed
to maintain the good quality
composition of its earning assets
portfolio, as seen in the Earning
Assets Quality and Non Performing
Loan (NPL) ratios. The net NPL ratio
was below 5 percent and below
the requirement limit of 0.78
percent as of December 2016.

4. Aside from maintaining Earning
Assets Quality and Non Performing
Loan (NPL) ratio, Bank OCBC NISP
set aside Reserve for Impairment
Losses, mandated for bank in case
of impairments, in accordance
with PSAK 55 and PAPI 2008.

5. Complies with Bank Indonesia
Regulation No.15/15/PBI/2013
dated March 10,2016 regarding
the third changes in PBI No.15/15/
PBI/2013 related to the Commercial
Bank Statutory Reserves in
Rupiah and Foreign Currency
for Conventional Commercial

Procedure

Sanctions AML- CFT

Regulatory Reporting

Suspicious Financial Transaction Indicator
Cash and Walk in Customer Transaction

High Risk Area and Enhance Due Diligence

Banks.The Bank has fulfilled the
applicable regulations.

For Risk Profile Assessment, Bank
OCBC NISP has adjusted its risk
profile assessment methods with BI
Regulation No.13/1/ PBI/2011 and SEBI
No.13/24/DPNP regarding Soundness
Level Assessment of Commercial
Banks, as well as SEBI No.13/23/
DPNP regarding Risk Management
Implementations for Commercial
Banks.The Bank’s risk profile for

the fourth quarter of 2016 stood

at the risk composite rating of Low,
or showed an improvement from

the previous quarter. In this risk
profile assessment, Bank conducted

a comprehensive analysis on the
inherent risk and risk management
implementation quality. For each

risk types with consideration of the
application regulation stipulated by
Regulator, Bank Business Plan, Risk
Appetite, comparision with other
peer group and other banks, forward-
looking assessment, as well as internal
and external audit findings.

Activity Related to Anti-Money
Laundering And Combatting
the Financing of Terrorism
(AML-CFT) in 2016

Bank OCBC NISP is committed to

run the Anti-Money Laundering and
Combatting the Financing of Terrorism

(AML-CFT) program to mitigate the
various risks that might arise such as,
among others, legal risk, reputation
risk, operational risk and compliance
risk.

Implementation of AML-CFT program
is based on the regulations issued

by the Government and the Banking
Supervisory Authority such as FSA
(previously Bank Indonesia) and

the Center for Financial Transaction
Reporting and Analysis (PPATK). The
regulations are Law on Prevention
and Eradication of Money Laundering
Crime, Financing of Terrorism Crime, Bl
Regulation, Bl Circular Letter AML-CFT,
and PPATK Regulation.

Implementation of AML-CFT Program

in 2016

Implementation of AML-CFT program

in 2016 among others are:

1. Governance of Policy and
Procedures
AML-CFT Division has conducted
periodic review on AML-CFT
Policies and Procedures to
continue running the Bank’s
business activities in accordance
with the development of AML-CFT
regulations that apply locally and
internationally.

The Bank procedures, which were
reviewed in 2016:

New

New
Periodic Review
Periodic Review

Periodic Review

2. Information Technology
Infrastructure AML-CFT
The Bank always follows the latest
technology developments related
to the AML-CFT program. Bank
OCBC NISP has developed support
applications for AML-CFT Program
to make it more accurate and
comprehensive such as:
a. Improving Red Flag parameter

by adding Risk Based Approach

Bank OCBC NISP 2016 Annual Integrated Report

methodology for transaction
including Red Flag.

b. Improving Wire Screening
for Hit Sanctions Database
transaction.

c. Developing high risk country
database, Sanctions Database,
and List of Customer Rejection
input method.

d. Developing automatic process
and dual control with the

opening customer account
screening system.

3. Risk-Based Approach

a. AML-CFT Special Working Unit
The Management has set
a specific working unit to
implement AML-CFT, namely
AML-CFT Division as a specific
working unit at the Head
Office and a High Complexity

$19p|oyaieys 03 191397 s3y311y8iH [epueuly

3|yoid Auedwod

sisAjeuy pue uoissnasig Juswageueyy

o
[}
o
Q
0
o
=
©
o
=
)
=
o
o
(]
<
o)
=
=
)
=
o
o

Ay1j1qisuodsay |e1os ajelodiod

SJUaWIa}e]S [BIDUBUIY

ejeq ajesodio)



GOOD CORPORATE GOVERNANCE

branch office, and Supervisor-
Level Officers in the Branch

Office of Non High Complexity

Branch Office. In 2016, the

entire High Complexity Branch

Office consisted of eleven
branches. AML-CFT Division
defines branch offices with
high business complexity
based on the complexity of
operations and criteria that

has been defined in accordance

with existing regulations and
procedures. AML-CFT Division

prepares monitoring, reporting,
and evaluation methods for all

branches

b. Monitoring Customers
Financial Transactions
Effective August 1,2016, AML-
CFT split financial transaction
monitoring function with
red flag parameter into two
categories, namely High Risk
made by Transaction Analysis
Team 2, Medium and Low Risk
made by Transaction Analysis
Team1.

c. Updating Customer Data
Bank OCBC NISP is
continuously updating
customer data based on
customer risk profile which
has been set at the beginning
of the business relationship.
AML-CFT Division provides a

method of updating customer

data that can be used by

all branches. Monitoring

and advisory function was
also conducted to ensure
that data updating process
was performed optimally
and in accordance with the
commitment made each year
by Bank OCBC NISP to the
regulators.

4. AML-CFT Training Program and
Socialization
Training was done regularly
and by tier in accordance with
the training program prepared
by the AML-CFT Division and
HC Learning and Development
Division. This training aims to

constantly improve the awareness
and prudential principle of all Bank
OCBC NISP employees, provide
information on regulation and the
latest modus and typologies of
money laundering and terrorism
financing:
The material includes:
a. Introduction of AML-CFT;
b. The process of CDD and EDD;
c. Determination of High Risk
Area;
d. Walk In Customer and
Beneficial Owner;
e. Monitoring and Analysis
of Customer Financial
Transactions; and
f. Sanction Implementation

Bank OCBC NISP implemented
training programs such as

New Employee Orientation as

well as training for existing
employees. Employees who
recently joined must attend
AML-CFT training and testing
through e-learning program as
part of the requirements to be
permanent employees. As for
existing employees, trainings were
scheduled every two years starting
from the first training and testing
of AML-CFT through e-learning.

In order to improve AML-CFT
knowledge and understanding
of the frontliners and business
working unit at the Branch Office,
AML-CFT Division cooperating
with Operation Services Division
conducted socialization through
face-to-face methods in class.
Socializations that have been
done throughout 2016 were at
the branch office in Pontianak,
Medan, Pondok Indah, Kebon Jeruk,
Semarang, Tangerang, Bekasi,
Semarang, Surabaya, Kelapa
Gading, Gunung Sahari and Head
Office. The socialization material
focused on the provision of risk
mitigation that needs to be done
by working units, on AML-CFT
cases that occurs in the branch
office.

AML-CFT Training Program also
includes the special program or
classes organized by HC Learning
and Development Division
including Teller Scholarships,
Management Associate, and
Workshop Frontliners.

5. Cooperation of Money Laundering
Prevention
To support the government’s
program in preventing and
combating money laundering,
Bank OCBC NISP is cooperating
with the Indonesian National
Police (POLRI), the Corruption
Eradication Commission (KPP), the
National Narcotics Agency (BNN),
and the relevant regulator (PPATK
and FSA). The scope of cooperation
is dissemination of relevant
information and supporting
data on the incidences of money
laundering that is being examined
by law enforcement officials

6. Reporting
Bank OCBC NISP has the
obligation set by the Law on
Money Laundering to report to the
Center for Financial Transaction
Reporting and Analysis (PPATK).
Reporting obligations include
Cash Transaction Reports (LTKT),
Suspicious Transaction Reports
(LTKM), International Fund Transfer
Instructions, and Integrated
Customer Data Reports (SIPESAT).

The report was submitted
periodically in accordance with

the deadline that has been set

for each type of report. For the
reporting period of 2016, Bank
OCBC NISP has submitted 489
LTKM in a timely manner and there
were no reprimands, sanctions,

or fines related to the reporting
obligations.

INTERNAL AUDIT

Internal Audit Function

Bank OCBC NISP’s Internal Audit
function is conducted by the Internal
Audit Division led by Internal Audit

Bank OCBC NISP 2016 Annual Integrated Report



Division Head. The function of Internal Audit Division includes:
Provide assurance to Directors and Board of Commissioners (through the Audit Committee) that the Bank’s governance,
risk management, and internal control process have been planned and implemented adequately and effectively.
Provide consulting or advisory service to the internal parties of the Bank within the Internal Audit scope of works.
However, the consulting or advisory service will not be provided if it would impair Internal Audit’s independence and/or
objectivity.

The Appointment and Dismissal of Internal Audit Division Head

Internal Audit Division Head is appointed by the President Director with an effective approval from the Board of
Commissioners as of 1 December 2015. The appointment of the Internal Audit Division has been reported to the FSA in the
letter No. 4752/HCS-JKT/OR.08.03/NA/XIl/2015 dated 1 December 2015, in relation to the Appointment and Dismissal of
Internal Audit Division Head of PT Bank OCBC NISP Tbk.

The Internal Audit Division Head is directly responsible to the President Director and functionally to Board of Commissioners
through the Audit Committee.

Profile of Internal Audit Division Head

Indonesian Citizen, 52 years
Domiciled in Jakarta

Work experience:

« 1December 2015-now: Internal Audit Division Head at Bank OCBC NISP.

« 2008-2015: Head of Wholesale Banking Bank OCBC NISP.

» 1998-2008: Head of Corporate Finance at Rabobank International Indonesia.

Education:
Sani Effendy Certified Internal Auditor (2016) from The Institute of Internal Auditors (I1A), Master in Business Administration
(2008) from Institute of Technology Bandung (ITB) and Bachelor of Economics in Accounting (1988) from University of

Indonesia.

Trainings for Internal Audit Division
To enhance his competency, the Internal Audit Division Head joined the following trainings during 2016: Group Audit
Management Workshop, Advanced Communication Skills, Service Leader Workshop.

Number of Employees and Internal Audit Certification

As of 31 December 2016, the total number of employees is 46 including the Internal Audit Division Head. As required by FSA,
all employees have obtained the certification of risk management. To improve the competency of employees, the Internal
Audit Division has also conducted education and training programs continually in accordance with training Road Map.

The Internal Audit Division has employees with various educational background. Each auditor has specific job descriptions
and qualifications for all positions. To improve the auditors’ competence, each auditor attends relevant trainings to his/her

roles and responsibilities in the Internal Audit Division

Structure and Position of Internal Audit Division

BOC -
Audit Commitee

President Director

Internal Audit
Division Head

Corporate Banking Retail Banking Network Treasury Head Office Information Audit Methodology

Audit Head Audit Head Audit Head Audit Head Audit Head iz itz & Standards Head
Audit Head
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GOOD CORPORATE GOVERNANCE

Internal Audit Charter

Inline with the FSA Regulation No.
56/P0OJK.04/2015 dated 23 December
2015 regarding the Establishment and
Guidelines for Internal Audit Charter
and Bl Regulation No.1/6/PBI/1999
dated 20 September 1999, regarding
the Assignment of Compliance
Director and the Application of
Banking Internal Audit Function
(SPFAIB), in the establishment and
execution of its duties, the Internal
Audit Division is guided by the
Internal Audit Charter which includes
the status, Vision, Mission, Scope of
Works, Independence and Objectivity,
Code of Conducts, Accountability,
Responsibility, Authority, Impartiality,
and Internal Audit Standard Practice.
Internal Audit Charter is reviewed
regularly every year or at any time as
needed, the latest review was on 29
April 2016.

Audit Implementation
Standard

Internal Audit Division activities are
guided by the Audit Manual and
the Internal Audit Charter which is
based on Standard for the Practices
of Banking Internal Audit Function
(SPFAIB) from Bank Indonesia and
Establishment and Guidelines for
Internal Audit Charter from FSA.

As a reference towards global best
practices, the Internal Audit Division
also adopts standards and code of
conducts issued by The Institute of
Internal Auditors (I1A)

Duties and Responsibilities
Internal Audit Division has the
following duties and responsibilities
as stated in its Internal Audit Charter:
Develop an Annual Audit Plan,
using an appropriate risk-based
audit methodology.
Maintain Auditors’ professionalism
with sufficient knowledge, skills
and experience.
Ensure that the Internal Audit
adhere to the SPFAIB and refer to
global best practices guided by
standards and code of conducts
issued by The Institute of Internal
Auditors (I1A).

Issue periodic Audit Reports to the
President Director and Board of
Commissioners (through the Audit
Committee).

Liaise with External Auditors and
Regulators for the purpose of
providing optimal audit coverage
to the Bank.

Provide information to the
President Director and Board of
Commissioners (through Audit
Committee) on the development
of Internal Auditing practices and
provide recommendations for
revision of Audit Charter and Audit
Manual as necessary.

Perform consulting or advisory
service for internal parties of the
Bank within the scope of Internal
Audit. However, the consulting

or advisory service will not be
provided if it would impair Internal
Audit’s independence and/or
objectivity.

The Implementation of Internal

Audit 2016

In 2016, Internal Audit Division focused

on the following activities:
Assessment of the adequacy and
effectiveness of governance, risk
management, internal control
processes and compliance to the
existing regulations.
Increased the auditors’
competence by participating in
internal and external trainings and
certification programs.
Updated the Internal Audit Charter
and Manual to align the audit
methodology with the Bank’s
business development.
Include the scope of audit in
relations to the Bank OCBC NISP’s
role as the Main Entity under
Financial Conglomeration.

During 2016, Internal Audit Division
completed 74 (seventy four) audit
engagements.

Focus of Audit in 2017
Internal Audit Division has formulated
its work plan for 2017 which includes
the following:
Expand of audit coverage
in relations to the Financial
Conglomeration.

Continue to increase the auditors’
competence through internal or
external certification and training
programs.

Update Internal Audit Charter
and Audit Manual to align with
the development of the Bank’s
business and audit methodology

Internal Audit Scope of Works
and Effectivity

Scope of Work

The scope of work of Internal

Audit includes (but not limited to):
assessments on the governance
process, adequacy and effectiveness
of risk management systems, control
environment, and compliance to the
internal and external policies. Internal
Audit also perform consulting or
advisory service for internal parties of
the Banks within the scope of Internal
Audit. However, the consulting or
advisory service will not be provided
by Internal Auditors if it would impair
Internal Audit’s independence and/or
objectivity.

Effectiveness

The Internal Audit function has been
adequately implemented. The Internal
Audit Division had conducted Annual
Audit Plan whereas the process
includes evaluation on Audit Universe
(AU) in accordance with the updated
Bank’s organization structure and to
determine suitable approach to define
Auditable Units. Each Auditable Units’
risk rating will be assessed and such
rating will be one of the factors in
determining the audit cycle for each
Auditable Units.

Effectiveness of the Internal

Audit’s function and compliance

to the Banking Internal Audit
Implementation Standard (SPFAIB) will
be reviewed by the Internal Audit once
a year,and by an independent external
party at least once in 3 (three) years.
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EXTERNAL AUDIT Wibisana, Rintis & Rekan (a member 1. The appointed Public Accountant =
firm of PricewaterhouseCoopers and the Public Accounting Firm &
Appointment of Public Global Network) which is registered are registered in the FSA according g
Accountant at FSA to conduct an independent to the effective regulations. g
The Annual GMS on 7 April 2016 audit on Bank OCBC NISP’s Financial The appointment had been 3
approved the granting of authority to Statements for 2016. approved by the GMS and §
BOD based on the approval of BOC or based on the Audit Committee’s
at least three members of BOC who The Effectiveness of the recommendations -
are appointed by BOC after receiving External Audit Implementation 2. The Public Accounting and the g
recommendation from the Audit and Bank Compliance to the Public Accounting Firm had E
Committee upon the appointment of Regulations worked independently and 29
the Public Accountant for the financial In accordance to the SEBI professionally according to the 2

year of 2016 and determining the
honorarium and other requirements
for the appointed Public Accountant,
to conduct independent audit on Bank
OCBC NISP’s Financial Statements for
2016. Furthermore, BOD has appointed
Public Accounting Firm Tanudiredja,

No.15/15/DPNP Year 2013 on GCG
Implementation for the Commercial
Bank, the effectiveness of the external
audit implementation and the Bank’s
compliance to the regulations are as
follows:

SPAP, the working agreement and
the determined scope of works

3. The Public Accountant had been
objective in its audit according to
the scope of works established in
the regulations. The audit result
and the management letter had
been submitted to the FSA in time.

Public Accounting Firm and Public Accountants Who Have Audited Bank OCBC NISP’s Financial

Statements

sisAjeuy pue uoissnasig Juswageueyy

Accountant’s Lucy Luciana Suhenda, Lucy Luciana Suhenda, Drs. Muhammad Jusuf Drs. Muhammad Jusuf Drs. Muhammad Jusuf

Name SE, AK, CPA SE, AK, CPA Wibisana, M.Ec.,CPA Wibisana, M.Ec.,CPA Wibisana, M.Ec.,CPA
Public KAP Tanudiredja, KAP Tanudiredja, KAP Tanudiredja, KAP Tanudiredja, KAP Tanudiredja,
Accounting Wibisana, Rintis & Rekan  Wibisana, Rintis & Rekan  Wibisana & Rekan Wibisana & Rekan Wibisana & Rekan

Firm

Fee for Each Service Provided
by the Public Accountant.

Total fee paid to the Public Accounting
Firm Tanudiredja, Wibisana, Rintis

and Partner (a member firm of
PricewaterhouseCoopers Global
Network) for their audit on the annual
financial statements and interim
financial statements and non-audit
fee for the Public Offering of the
Continuous Bonds Il Phase | Year 2016
is Rp4,113 million (excluding VAT).

Audit Committee to appoint Public
Accountant and determine the
honorarium and other requirements
for the appointed Public Accountant.

Other Services provided by the
accountant beside the audit on
the annual financial statements
On 2016, beside the audit on the
annual financial statementz, the
Public Accountant Firm Tanudireja,
Wibisana, Rintis & Partner also
provided non-audit services for the

FUND PROVISION FOR RELATED
PARTY AND PROVISION OF
LARGE EXPOSURE

In order to implement fund provision
for the related party, the Bank has
formulated a policy setting in the form
of rules and procedures as part of

the prudential principle. The policy is
always updated, so it is align with the
applicable laws and regulations.

The Board of Commissioners takes role
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The evaluation and appointment/ Public Offering of the Continuous on monitoring to ensure that fund §

replacement of the Public Bonds Il Phase . provision for related party has been 5

Accounting Firm is performed align with the applicable laws and &

annually according to the AGMS IMPLEMENTATION OF RISK regulations. ©

resolution which authorized the MANAGEMENT INCLUDING g

BOD under the approval of BOC or INTERNAL CONTROL In 2016, fund provision for related

at least 3 (three) members of BOC party and large exposure has been

who were appointed by BOC, after Detailed explanation over implemented according to the &

receiving recommendation from Implementation of Risk applicable laws and regulations and §
Management and Internal Control there was no overrun and/or violation g
System can be found in the Risk of the fund provision, both for =

Bank OCBC NISP 2016 Annual Integrated Report

Management section on page 144-176.

unrelated and related party.




GOOD CORPORATE GOVERNANCE

No  Exposures of Funds

1 To Related Parties
2 To Main Debtors
a. Individual

b.  Group

BANK STRATEGIC PLAN

As a bank that has a commitment

to become “Your Partner for Life”,

Bank OCBC NISP will always strive to
support for each customer in realizing
aspirations and goals at every stage
of their lives, including provision

of appropriate and comprehensive
solutions to customers, so that well-
established relationship may continue
to benefit in the long term.

Bank OCBC formulated the direction
of future policies in its strategic plans
in short and middle term as stipulated
in Business Plan and long term plan as
outlined in Corporate Plan.

Short Term Strategic Plan

In its Business Plan, Bank OCBC NISP

has set up strategic plan including:

1. Strengthening the Bank’s business
model.

2. Continuing transformation in the
field of human capital, process and
technology.

3. Increasing capacity and capability.

4. Effectively executing the three
lines of defense.

5. Strengthening the brand.

6. Optimizing synergy with OCBC
Group.

Medium and Long Term

Strateic Plan

Bank OCBC NISP has set medium and

long term strategic steps (3 to 5 years)

as follows:

1. Continuing the transformation
process as an effort to strengthen
the Bank’s business model and
increase efficiency as well as
productivity.

2. Increasing the loan disbursement
while at the same time pay full
attention to the credit growth
and maintain the non performing

321

loan ratiobased on prevailing
regulation.

3. Focusing on the low cost funding
which includes current account
and savings account to improve
better the funding strucure and
efficient cost of fund.

4. Improving the contrinution
of fee based inccome through
product bundling, corss selling
and launching of new products,
services and lates features aligned
with customers’ needs.

5. Developing human capital
competence through technical
and managerial skills trainings.

FINANCIAL AND NON-
FINANCIAL TRANSPARENCY
THAT HAS NOT BEEN
DISCLOSED IN OTHER REPORTS
The information on the Bank’s
financial condition has been
stipulated clearly and transparently in
several reports, such as:

Financial Transparency
1. The Annual Report contained:

a. Summary of Key Financial

Information, including stock
highlights, reports from
Board of Commissioners
and Directors, company
profile, business review,
business support review,
financial review, corporate
governance, risk management,
and corporate social
responsibilities.
Audited financial statements
by the Public Accountant and
Public Accounting Firm.

c. Statementin which the

Directors and the Board
are fully responsible for the
accuracy of the Annual Report.
2. Quarterly Financial Statement
through Publication

S

1,361,329

3,605,061
45,650,730

Bank OCBC NISP routinely
announced its quarterly financial
statement through publication
according to the applicable
regulations. The announcement
was signed by two members of
the Directors in an Indonesian
newspaper that has circulated and
presented on the Bank’s website
(www.ocbcnisp.com).

3. Monthly Financial Statement
through Publication
Bank OCBC NISP published its
monthly financial statement on
www.ocbcnisp.com according to
FSA format.

Non-Financial Transparency
Bank OCBC NISP has provided clear,
accurate, and latest information of its
products. It can be obtained easily by
customers in the form of brochure in
bank and/or electronic information
through Call OCBC NISP or www.
ocbcnisp.com.

For customers who want to convey
complaints and/or feedbacks,

Bank OCBC NISP has provided
communication channels such as
Call OCBC NISP,“Contact Us” menu in
website, and social media.

For other stakeholders like
stockholders and regulator, the
website has also provided other non-
financial information such as GCG
Implementation Report, Stockholder
Structure, Company’s activities
through Press Release, Awards, and
etc.

RATIO OF HIGHEST AND
LOWEST SALARIES

Salaries are considered benefits in
the form of money given by the Bank
to its employees which is based on

Bank OCBC NISP 2016 Annual Integrated Report



their work contracts, agreement or
regulations, inclusive of allowances
accorded to employees and their
dependents. The following details are
the ratio of the highest and lowest
salaries within Bank OCBC NISP for

2016:
Description
Highest and Lowest
Employees 81.6
Directors 2.1
Commissioners 4.3
Raiio of the Highest 2.7

Directors’and The
Highest Employees’
Salaries

CONFLICT OF INTEREST
TRANSACTIONS

During 2016, there were no conflict of
interest transactions that may cause
potential losses for Bank OCBC NISP.

ANTI CORRUPTION [G4-So4]
Whistleblowing System

Whistleblowing is a means to report
abuses of authority, acts of fraud or
employee violations of the Bank’s
code of conduct which may cause
potential losses for the Bank.The Bank
developed a whistleblowing program
in order to make employees feel safe
and not afraid to report abuses of
other employees, from the lowest to
the highest level.

Submission of Abuse Report
Submission of Abuse Report is done
through:
a. Verbal or written report, addressed
to:
Internal Audit Division Head or
Operational Risk Management
(ORM) Division Head or
Human Capital Services
Division Head or
Fraud Management Team
(FMT) or

Year Report 5 tof

2016 7

Direct email to
Whistleblowing@ocbcnisp.
com

If the Whistleblower feels
uncomfortable in reporting the
incident to the appointed Bank
officials, the Whistleblower
can directly submit the report
to the President Director or
President Commissioner.

b. Reporting through Web
Application (for Bank’s employees)
on https://rlw.ocbcnisp.com/
notifikasi_rled/.

Customers or external parties may
submit the report through Branch
offices, call center or website at www.
ocbcnisp.com.

Any information submitted by

the Whistleblower will be kept
confidential and will immediately

be investigated by the FMT.The
investigation process will maintain
the presumption of innocence and
will exercise objectivity based on the
supporting evidence. If the results

of the investigation reveal any
irregularities, the Head of the Fraud
Management Team will report to the
President Director to take appropriate
action.

Protection System for Whistleblower
Bank OCBC NISP has policies and
procedures pertaining to the
Protection System for Whistleblowing
Employees, Investigating Employees,
and Fraud Management Employees.
The Bank guarantees protection by:

- Maintaining the confidentiality of
the whistleblower’s identity and
the submitted report.

- Safeguarding against any
harm after the report, such as
dismissal, demotion, isolation,
any form of harassment or
threat, discrimination, and unfair
treatment.

As per December 31,2016 Classification

Handling Complaints

The Bank will conduct an investigation
to prove each whistleblowing report
received. If the whistleblowing
statements proved to be incorrect,
then the Bank will also investigate

to determine whether the
whistleblowing report is based on

bad intention. The Bank may impose
sanctions to the whistleblowing
employees that gave incorrect
whistleblowing reports and was based
on a bad intention.

Complaints Management

The Whistleblowing report will be

processed by the authorized unit:
FMT is responsible for
investigating the abuses on
authority, acts of fraud, or
violations on code of conduct.
ORM Division is responsible
for receiving and consolidating
whistleblowing reports as well
as distributing whistleblowing
statistic reports to Internal Audit
Division and Fraud Committee.
The President Director receives the
whistleblowing report—a report
that has been proven to be true
with potential significant losses of
at least Rp 1 billion.

Policy on Imposing Sanctions

Bank will impose sanctions to
employees who were involved in
abuse of authority, acts of fraud or
violations of its code of conduct, as
set out in the policy on imposing
sanctions. Moreover, the Bank may
also forward the case of fraud to the
Law Enforcement Officers.

Number of Incoming and Processed

Complaints and Follow-Up

In 2016, 7 (seven) reports categorized
as whistleblowing reports had been

received, as can be seen on the table
below.
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GOOD CORPORATE GOVERNANCE

Internal Fraud

Fraud is an offense or omission deliberately done to deceive, defraud or manipulate the Bank, customers or other parties,
which occurred in the Bank and/or utilize the Bank’s tools that could result the Bank, customers or other parties suffer losses
and/or the perpetrators obtained financial benefit either directly or indirectly.

Internal fraud means an act of fraud made by the Board members, Directors members, permanent employees and non-
permanent employees (permanent and non-permanent).

Throughtout 2016, there were two cases of internal fraud done by internal employees with loss exposures more than
Rp 100.000.000 (one hundred million rupiah).

Total Cases Caused by

Internal Fraud Cases in 1year

Total Fraud Case
Resolved

In the process of resolution internally
within the Bank

Resolution have not been carried out

Pursued legal process

Permanent Employee Non Permanen Employee

Previous Year | Current Year | Previous Year | Current Year | Previous Year | Current Year
(2015) (2016) (2015) (2016) (2015) (2016)
o 2 o

o 3 o
o o 2 o o
o o o o o
o o o o o
o o 1 o o

In order to increase awareness on Anti-Corruption Procedure Policies, Bank OCBC NISP conducts communication and
trainings regularly. During 2016, these following activities were:

Communication and Training on Anti-Corruption Policies and

Procedures* [G4-S04]

Authority**

Participants % of Total Participants % of Total
18

Communication Anti-Corruption Policies and Procedures on the highest 18

Communication Anti-Corruption Policies and Procedures to Employees*** 6,796

Anti-Corruption Training on the Board of Directors and Board of Commissioners -

FHkk

Anti-Corruption Training to Employees

5,277

* Anti-Corruption including: AML-CFT and Anti-Fraud Campaign
** Communication fraud policies and procedures conducted through Committees meeting related to risk
***  Communication fraud policies and procedures to employees made through the Bank’s internal web publication that can be accessed by all employees.

**** Training on Fraud Awareness and Risk Awareness
g

POLICIES ON GRATIFICATIONS

In doing business, the Bank has to
make relationships and interact
with internal and external parties
to weave harmonious, congenial,
and sustainable relationships with
regard to the corporate governance
principles. In the business relationship,
however, there are inevitable and
constantly appearing practices

of gratifications from one side to
another.

Bank OCBC NISP realizes that the
assertive attitudes on gratification
at all level are important to run the
business in accordance with the

corporate governance standard. To do
that, Bank OCBC NISP has a policy on
the Gratification Management that

is aligned with the Code of Conduct
and the Bank’s values. The policy aims
to avoid the risks that may arise with
the gratifications. The policy puts
forward the principles of transparency,
independence, accountability,
responsibility and fairness in
managing the Bank.

The policy regulates how to manage
the gratitude received or given by the
Officers/Employees of the Bank from
and to parties related to the Bank’s
business activities,among others:

1. All Officers / Employees of the

100%

100%

100% 6,922 100%

77.85% 2,492 36%

Bank and/or their families are not
allowed to accept or demand gifts
or souvenirs and/or other types
of presents from External Parties,
directly or indirectly.

All Officers / Employees of the
Bank and/or their families are
required to refuse or return the
gifts or souvenirs and/or other
types of presents from External
Parties politely and accompanied
by an explanation of the Policy to
the External Parties.

All Officers / Employees of the
Bank are required to openly declare
and hand over all Gifts and/or
Presents from External Parties to
the Bank specifically gifts that can
not be returned.
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SIGNIFICANT CASES FACED BY THE COMPANY/SUBSIDIARIES/MEMBERS OF BOD/BOC

The following is the data important matters faced by Bank OCBC NISP in the period 2016:

Legal Cases
Resolved (final and binding)
O-going process

Total

31 o
33 3
64 3

Civil case faced by the Bank OCBC NISP in 2016 was due to:
1. Objection to the auction value of collateral.

2. Debtor disputes between parties who claim to be the original owner of the collateral in the Bank.
3. Objections to the Bank on calculation of Debtor’s outstanding liabilities.

Case Facts/Lawsuit and Settlement Status
The followings are three civil cases with the biggest amount faced by the Bank until November 25,2016:

No Case Facts

1 Plaintiff as Debtor objected the Execution of  Plaintiff: AUHM

Mortgage Auction.

2 Plaintiff as Debtor objected the Execution of  Plaintiff: RKS

Mortgage Auction.

3 Plaintiff as Debtor objected the Execution of  Plaintiff: RF

Mortgage Auction.

Rp 3.89 billion

Bank as Defendant
Rp 7.5 billion

Bank as Defendant
Rp 2.12 billion

Bank as Defendant

+ DC:In favor of Bank
+ HC:In favor of Bank
+ Cassation: on-going process

DC: In favor of Bank

HC: In favor of Bank
Cassation: In favor of Bank
Supreme Court Review: on-
going process

+ DC: In Favor of Bank
+ HC:In Favor of Bank

*) Notes:
« DC : District Court;
« HC: High Court.

Impact on the Condition of the
Company

From all the important cases
encountered by the Bank during 2016,
there is no legal case that will give

a negative impact on the financial
condition and business continuity of
Bank OCBC NISP.

Legal Cases Faced by the Board
of Commissioners and the
Board of Directors

Throughout 2016, there is no
Important Case faced by the Bank
involving the members of BOC and
BOD.

Administrative Sanction

Other than the above activities,
monitoring is also made as
administrative sanctions provided
by the authorities. Most violations
are errors and delays in reporting
transactional i.e. LKPBU, LHBU,

Bank OCBC NISP 2016 Annual Integrated Report

Centralized Trading Platform, prefund
debit syariah, SISMONTAVAR dan
BI-RTGS. Generally, it was caused by
human error and system error which
can be followed-up immediately.

INFORMATION ACCESS AND
COMPANY DATA

Bank OCBC NISP provides various
communication channel for all
stakeholders to access the company
data, such as financial performance,
corporate action, product and
promotion, customer handling, etc.

In addition, to get more details
information, stakeholders may also
contact the following emails:

1. Customer may contact Call OCBC
NISP (021) 1500-999 atau dari Hp
66-999 or email to callcenter@
ocbcnisp.com.

2. Regulator may contact Corporate
Secretary at corporate.secretary@
ocbcnisp.com

3. Shareholders and investors may
contact Investor
Relations at ir@ocbcnisp.com.

4. Media and public may contact
Corporate Communication at
corporate.communication@
ocbcnisp.com.

Website and Social Media

In line with the development of
information technology, the Bank also
utilizes various digital communication
channels to convey information to the
public.

The Bank’s website www.ocbcnisp.
com provides comprehensive and
updated information on the Bank’s
products and services as well as
information about the company such
as Annual Report, Financial Report,
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GOOD CORPORATE GOVERNANCE

GCG Implementation Report, and

etc. Information on the website is
presented in both Indonesian and
English to facilitate the accessibility of
the public in getting the information
they need. The public may use the
website to submit suggestions,
questions and complaints that will be
followed up in accordance with the
applicable provisions.

Bank OCBC NISP also manages several
digital communication platforms
through its social media accounts
such as:

- Facebook: Bank OCBC NISP

- Twitter: @bankocbcnisp

- Instagram:ocbc_nisp

List of Press Release in 2016

This is to increase its brand awareness
and engagement with its customers
and non-customers by offering a
variety of general information, and
banking education using a less formal
style of communication. Social media
is also used as a means to encourage
the enthusiasts or followers to

get finance-related education and
information on banking. In addition
to updates on general information
and banking, Bank OCBC NISP’s social
media also serves as a customer
service that caters to questions and
complaints.

Mass Media

Bank OCBC NISP realizes that mass
media is a critical communication
channel for broadcasting important

messages and information to the
public. Therefore, Bank OCBC NISP
maintains good relations and
cooperation in delivering corporate
information on a regular basis.

These activities are implemented
consistently and continuously through
an effective two-way communication.

As a public bank, Bank OCBC

NISP actively invites mass media
representatives through conferences,
special interviews, one on one meeting
and media visits. Accordingly, this
mechanism ensures that the public

is constantly obtaining the Bank’s
development information through
balanced reviews in mass media.

Bank OCBC NISP has published 24
press releases in 2016.

1 Bank OCBC NISP provide easiness for Customer to do UnionPay International transaction

2 OCBC NISP Sharia Business Unit Opens Its 10th Branch in Batam

Bank OCBC NISP’s Loans grew 26% (YoY) - Performance Report as at 31 December 2015 (Audited)

Bank OCBC NISP’s KPR Kendali Presents Flexibility to Customers
“Indonesia’s 2016 Market Outlook” in Wealth Panel of Bank OCBC NISP

Bank OCBC NISP Continues the Tradition of Free Education and Blood Screening
Bank OCBC NISP Posts 23% Net Income Increase (YoY)

3
4
5
6 Bank OCBC NISP’s Profit Grew 13% - A Glimpse of Annual GMS Results
7
8
9

Parwati Surjaudaja Named Among “Top 50 Asia’s Power Business Woman”

10 Bank of Singapore Acquires Barclays, Strong Reference for Development of OCBC NISP’s Wealth Management
n Bank OCBC NISP Issues Rp 2 Trillion Bonds

12 Improving Services for Customers, Bank OCBC NISP Relocated to Jati Junction Branch - Medan

13 Bank OCBC NISP Wins 3 Awards in Various Categories

14 OCBC NISP Sharia Introduces iB Simpel Savings in Makassar

15 Bank OCBC NISP Expands Its Office Network at Hayam Wuruk Jambi to Increase Service to Customer

16 Development of Wealth Management Service in Indonesia

17 Bank OCBC NISP Distributed 2,500 Packages of Staple Food "Clean Our Hearts, Offer Thanksgiving, Win the Intrinsic Victory”
18 Net Profit of Bank OCBC NISP Increased by 24% (YoY) - Performance Report for Semester | - 2016 (Unaudited)

19 “Prize For Everyone” from Bank OCBC NISP’s Tanda Funtastrip With Grand Prize of London Vacation Package

20 Officially Appointed as a Gateway Bank, Bank OCBC NISP Invites Customers to Maximize Investment

21 Bank OCBC NISP Posts 28% Net Income Increase (YoY) - (Unaudited Financial Performance Q3-2016)

22 Bank OCBC NISP Encourages People to Learn How to Manage Their Finance

23 Encouraging Customers to Maximize Their Investment, Bank OCBC NISP Launched Its Trust Service

24 Bank OCBC NISP’s CSR in Health and Entrepreneurship

January 25,2016
January 28,2016
February 2, 2016
February 23,2016
March 17,2016
April 7,2016
April 25,2016
April 27,2016
April 29,2016
May 4,2016
May 10,2016
May 25,2016
May 27,2016
May 30,2016
May 31,2016
June 20,2016
June 21,2016
July 27,2016
August 1,2016
September 16,2016
October 26,2016
October 31,2016
November 28,2016

December 7,2016
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Investor Relations carried out through various means and event of materiality, as well as
Bank OCBC NISP actively engages and communication channels, press releases, and website updates.
shareholders and investors in including formal meetings in groups

discussions and information sharing or individually, conference calls and During 2016, the Investor Relations
sessions, especially information as well as through the publication Unit has conducted 18 meetings with
related to company performance of annual and quarterly financial analysts.

and prospects. These activities are statements, disclosure of information

Bank OCBC NISP 2016 Annual Integrated Report
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GOOD CORPORATE GOVERNANCE

CODE OF CONDUCT

Banking is a trust business.
Maintaining the trust of all
stakeholders determines the
continuity of the Bank’s business
today and in the future. Each
individual action in the Bank when
interacting with stakeholders has
a direct impact on the reputation,
image, and the level of confidence.

The Bank complies with the Code of
Conduct and corporate culture as the
reference standard for its conduct.

Main Content of Code of

Conduct

The main content of Bank OCBC NISP

Code of Conduct is:

1. We comply with laws and
regulations

2. We avoid conflicts of interest

3. We maintain the confidentiality
of customers and Bank data and
information

4. We do Recording and Reporting
correctly

5. We reject Money Laundering and
Financing of Terrorism

6. We should not conduct “Insider
Trading”

7. We may not accept gifts

Statement that The Code of
Conduct is Applicable in All
Level of Organization

Code of Conduct is the most basic rule
of the Bank that must be obeyed by all
employees, including BOD and BOC.
The management of the Bank can not
be separated from the rules of the
game which are based on the rules of
laws, morality and ethics. Therefore,
Code of Conduct will continue to be
refined or harmonized, according to
the Bank’s condition and the condition
of the community.

Dissemination of Code of
Conducts

The Bank uses various media to
disseminate code of conduct through:

internal website, internal magazine,
and e-learning which is currently used
as a means for employees to read,
acknowledge and promise to comply
code of conduct.

Sanction for Any Violation of
Code of Conduct

All employees shall implement

the code of conduct and corporate
culture internally or externally.

Each violation will be firmly dealt
with and be given sanctions from
first warning to termination of
employment, in accordance with
applicable regulations. Bank pushes
every employee to abide by the code
of conduct by implementing the
whistleblowing policy that gives
protection to the whistleblower,
Know Your Employee (KYE) policy, and
internal audit.

STOCK OWNERSHIP
PROGRAMS FOR EMPLOYEES
AND/OR MANAGEMENT (ESOP/
MSOP)

Until 2016, Bank OCBC NISP had not
offered stock ownership programs for
employees and/or management. Stock
ownership of the bank management
currently comes from stocks that have
been previously owned.

BUY BACK SHARES AND/OR
BUY BACK BONDS

Bank OCBC NISP did not carry out any
share or bond buyback throughout
2016.

ALLOCATION OF FUNDS FOR
SOCIAL AND/OR POLITICAL
ACTIVITIES

Bank OCBC NISP has never been
involved in any political activities
and support for political activities.
On the other hand, the Bank aims to

be recognized as caring and reliable
Bank in accordance with its vision and
mission. Bank OCBC NISP consistently
contributes to social activities in

line with the company’s Social
Responsibility policy.

For Financial Year 2016, Bank OCBC
NISP allocated funds for Corporate
Social Responsibility (CSR) activities
amounting to Rp 7.495.744.169 to
provide support in the education,
environment preservation and other
social aspects. The information of
Bank OCBC NISP’s CSR activities is
shown on page 175 of this Annual
Report.

INSIDER INFORMATION

Bank OCBC NISP restricts its
Commissioners, Directors, and all
employees to use ‘insider information’
in transacting Bank OCBC NISP’s
shares for benefits either personally
or for others’ use. All information is
fairly presented to all shareholders. In
order to prevent conflict of interest,
all employees must adhere to the
Employee’s Code of Conduct and
Corporate Policy.

FULFILLING THE
RECOMMENDATION GCG CODE
FOR PUBLIC COMPANIES

Following up the release of Number
21/ POJK.04 / 2015 dated November 16,
2015 on the Application of Guidelines
of Corporate Governance in Public
Company, and SEOJK No. 32 / SEOJK.04
/ 2015 dated November 17,2015 on
Guidelines of Corporate Governance in
Public Company, Bank OCBC NISP has
conducted various activities in order
to meet the recommendations as
described in the table below:
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Aspect 1. Rela
Principle 1. Enhance GMS Value

11 Public Company has voting procedure either publicly
or confidentially which promotes independence and
interest of stakeholders.

1.2 Allmembers of BOD and BOC in Public Company
attend in AGM.

1.3. GMS Summary is available in the company’s website
for at least one year.

Completed.

The Bank has an open voting system done through raising of hands following the selected
option offered by the chairman of the GMS that prioritizes the independence and interests
of the shareholders. This is as stated in the Rules of GMS and can also be found in our
website www.ocbcnisp.com

Completed.

All members of the Board of Directors and 3 (three) members of the Board of
Commissioners have attended the 2016 Annual GMS and have fulfilled the objectives of
the recommendations namely to observe, explain and answer directly the issues/questions
raised by the shareholders related to the agenda of the GMS.

Completed.
The summary of GMS Conclusion for the 3 (three) consecutive years can be obtained in
our website www.ocbcnisp.com.

Principle 2. Improve Communication Quality with Stakeholders or Investors.

2.1 Public Company has communication policies with
stakeholders or investors.

2.2.  Public Company discloses communication policies
with stakeholders or investors on website.

Completed.
The Bank has already have Policy on Information Disclosure and Performance Report to the
Investors and Analysts since 2015.

Completed.
The Policy on Information Disclosure and Performance Report for the Investors can be
obtained at the website www.ocbcnisp.com

Aspect 2: BOC Functions and Roles

Principle 3: Strengthen members and composition

3.1 Determining the number of BOC members that are
considered the company’s condition.

g Determining the composition of BOC members that
paid attention on various skills, knowledges, and
experiences.

Principle 4: Improve Quality of Tasks and Roles

4. BOC has self-assessment policy for its performance.

4.2.  The self-assessment policy was disclosed through the
Annual Report.

4.3.  BOChas policies relating to the resignation of BOC
members if is involved in financial crimes.

4.4. BOCor Committee that conducted Nomination and
Remuneration function compiled policies on the
succession of BOD members nomination.

Completed.
The Bank has 8 (eight) members of the Board of Commissioners,with the 4 (four) members
as Independent Commissioners.

Completed.
The Bank’s Board of Commissioners have the skills, knowledge and experience as shown in
the Board of Commissioners Profiles on page 33-34

Completed.
The Bank has self assessment policy to assess the performance of the Board of
Commissioners as a peer member.

Completed.
The self assessment policy can be seen in the Annual Report on page 86.

Completed.

The Guidelines and Code of Conduct of the Board of Commissioners require that any
member of the Board must never be subjected to a crime or sentenced under a criminal
law that harms public finance and/or related to the financial sector within a period of 5
(five) years prior to the appointment and while serving in the office. Thus, if any member of
the Board of Commissioners are involved in a financial crime, then it is deemed as a failure
in criteria and the member must resign.

The Remuneration and Nomination Committee has implemented Talent and Successor
identification process including for the position of Directors.

Aspect 3: BOD Functions and Roles

Principle 5: Strengthen members and composition

5.1.  Determining number of BOD members that
considered the company’s condition and
effectiveness in decision making.

5.2.  Determining the composition of BOD members that
paid attention on various skills, knowledges, and
experiences.

5.3. BOD members who are in charge of accounting
or financial have expertise and/or knowledge in
accounting.

Principle 6: Improve Quality of BOD Task and Roles

6.1. BOC has self-assessment policy for its performance.

Bank OCBC NISP 2016 Annual Integrated Report

Completed.
Currently the Bank has 10 (ten) Directors.

Completed.
The Bank’s Board of Commissioners have the skills, knowledge and experience as shown in
the Board of Commissioners Profiles on page 33-34

Completed.
Please refer to the Profile of the Directors on page 36

Completed

The Bank has a GCG guideline that regulates the Directors’ performance assessment
by means of completing the GCG Self Assessment paper for the Directors’ duties and
responsibilities assessment.

The Bank also assesses the Directors’ performance based on Balance Score Card individually
an d a peer member.
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GOOD CORPORATE GOVERNANCE

6.2.

6.3.

The self-assessment policy was disclosed through
Annual Report.

BOC has policies relating to the resignation of BOC
members if involved in financial crimes.

Completed
The policy is shown on page 109

The Board of Directors’ Guidelines and Code of Conduct

The Guidelines and Code of Conduct of the Board of Commissioners require that any
member of the Board must never be subjected to a crime or sentenced under a criminal
law that harms public finance and/or related to the financial sector within a period of 5
(five) years prior to the appointment and while serving in the office. Thus, if any member of
the Board of Commissioners are involved in a financial crime, then it is deemed as a failure
in criteria and the member must resign.

Aspect 4: Stakeholder Participation

Principle 7: Enhance the Aspects of Good Corporate Governance through Stakeholder Participation.

7.4

7.2.

7.3.

7.4.

75

7.6.

Public Company has policy to prevent insider trading.

Public Company has anti corruption and anti fraud
policies.

Public Company has a policy regarding the selection
and increase in ability of supplier or vendor.

Public Company has a policy regarding the fulfillment
of creditor rights.

Public Company has whistleblowing system policy.

Public Company has a policy related to long-term
incentives to BOD and employees.

Completed

The Bank has a Code of Conduct prohibiting insider trading. The Bank also has an
Information Wall policy that regulates confidential / for-limited-audience-only information
flow (also referred to as “inside information”) and to avoid any conflict of interest that
might arise. The information obtained from the inside and known only by one party or
more does not have to be disclosed to all parties in the organization (public).

Completed

The Bank has a Policy to Regulate Gratifications that includes anti corruption,
Whistleblowing System Policy, and Anti Fraud Policy. It is also regulated in the Code of
Conduct that prohibits gratifications and requires accurate and valid documentation and
reporting.

Completed

The Bank has a Policy on vendor selection process thru the implementation of transparency
and principles of fairness. The Policy also regulates vendor performance evaluation that
can be used as a means to make vendor improvements.

Completed

The Bank has a GCG Policy/ Guidelines that also regulates the Bank’s liabilities in order
to protect and fulfill the creditors’ rights. The creditors’ rights have to be included in the
creditors’ loan agreement.

Completed
The Bank has a policy on whistleblowing system.

Completed
The Bank has a policy on Remuneration that includes among others granting long term
benefits to the Directors and employees.

Aspect 5: Information Disclosure

Principle 8: Develop Information Disclosure

8.1

8.2

Public Company benefits information technology
widely besides website as a form of media in
information disclosure.

The Annual Report discloses the beneficial owner

in the final shareholding of Public Company by at
least five percent, in addition to the disclosure of the
final beneficial owner in the company's ownership
through the main shareholder and the controller.

Completed

The Bank has utilized information technology development as seen in the company’s
website www.ocbcnisp.com and a number of social media accounts such as facebook,
twitter, instagram and youtube.

Completed
The Bank has disclosed in this Annual Report on page 38
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BANK OCBC NISP SHARIA BUSINESS UNIT
CORPORATE GOVERNANCE REPORT

The Sharia Business Unit of Bank
OCBC NISP (“Bank OCBC NISP’s SBU”)
is committed to support the effective
implementation of Good Corporate
Governance.

With the establishment of Bank
OCBC NISP’s Sharia Business Unit on
October 12,2009, the Bank expects to
meet the customers’ needs for sharia
banking products and services in
Indonesia. As such, the SBU of Bank
OCBC NISP will keeps on developing
Sharia Branch Offices and Sharia
services in Indonesian cities.

Bank OCBC NISP Sharia has opened
10 (ten) Sharia Branch Offices Jakarta,
Bandung, Surabaya, Semarang,
Makassar, Medan, Balikpapan,
Palembang, Pontianak and Batam.
Another 277 (two hundred seventy
seven) Sharia Services Offices

have been established throughout
Greater Jakarta Area (Jakarta, Bogor,
Tangerang and Bekasi), Banten, West
Java, East Java, Yogyakarta, Central
Java, South Sulawesi, North Sumatera,
East Kalimantan, South Sumatera,
Bali, West Nusa Tenggara, North
Sulawesi, Southeast Sulawesi, West
Kalimantan, Jambi, South Kalimantan,
West Sumatera, Riau and Lampung.

The implementation of good
corporate governance in Sharia
business unit is in total compliance
with the provisions of applicable
legislations, sharia and prudent
principles in the banking indiustry.

Principles of Corporate
Governance

To support the implementation of
GCG, Bank OCBC NISP’s SBU applies
the principles of Transparency,
Accountability, Responsibility,

Bank OCBC NISP 2016 Annual Integrated Report

Professional, and Fairness. In applying
GCG, the Bank has prepared a Charter
for the Director of SBU and Sharia
Supervisory Board.

Director of SBU

Bank OCBC NISP has appointed Mr.
Andrae Krishnawan W. as the Director
of SBU based on the resolution of the
General Meeting of Shareholders last
April 3,2013, who is responsible for
the implementation of Bank OCBC
NISP’s SBU management based on the
prudential and Sharia principles.

The duties and responsibilities are:

1. SBU Director is fully responsible
for the management of business
activities based on Sharia and the
prudential principles.

2. The Sharia Business Unit
Director shall follow up the
recommendations of the Sharia
Supervisory Board

3. The Sharia Business Unit Director
shall provide accurate, relevant and
timely data and information about
the Islamic principle to the Sharia
Supervisory Board.

4. The Sharia Business Unit Director
shall follow up the audit findings
and recommendations from
the Internal Audit Unit of the
Bank, External Auditor, results
of Bank Indonesia/ Indonesia
Financial Services Authority (FSA)
supervision and/or the results of
other authorities related to the
business management based on
Sharia principles.

5. Inrelation to the implementation
of risk management, the
SBU Director’s authority and
responsibility shall include:

a. Formulating policies and
strategies for risk management
in writing and comprehensive.

b. Responsibility in the
implementation of risk
management policies and risk
exposure taken entirely by the
Bank.

c. Evaluating and determining
which transactions require
approval from the Board of
Directors.

d. Developing risk management
culture at all levels of SBU
organization.

e. Ensuring the enhancement of
human resources competency.

f. Ensuring that the risk
management function has
operated independently.

g. Conducting regular review to
ensure:

1) The accuracy of risk
assessment methodologies

2) The adequacy of risk
management information
system implementation

3) The accuracy of policies,
procedures and risk limits.

Sharia Supervisory Board

Bank OCBC NISP’s SBU has two

members of the Sharia Supervisory

Board, namely:

1. Chairman : Muhammad Anwar
Ibrahim

2. Member: Mohammad Bagus
Teguh Perwira

1. Duties and Responsibilities of SBU
Director
The Sharia Supervisory Board
performs the duties and
responsibilities by providing advice
and suggestions to the SBU’s
Director and by overseeing the
activities of the Bank OCBC NISP’s
SBU which are conducted based on
Sharia principles, including:
a. Assessing and ensuring SBU
products’ compliance with
Sharia Principles.
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b. Overseeing the developmental
stages of new SBU products
from the beginning until the
product is released.

c. Providing Sharia-related
opinions on new products and/
or restructured financing.

d. Requesting the National Sharia
Board to issue an edict about
a new SBU product where no
decision on their sharia status
has been made.

e. Regularly reviewing the sharia
compliance status of fund
collecting and channeling
mechanisms, as well as the
Bank’s services.

f. Requesting data and
information related to the
sharia aspect of the SBU in
order to support the board’s
duties.

g. Reporting its supervision
results to the BOD, BOC, the
National Sharia Board - the
Indonesian Ulama Council
(Majelis Ulama Indonesia) and
Bank Indonesia in line with the
existing regulations.

Criteria and Independence of
Sharia Supervisory Board

Since 2016, the composition,
criteria and independence of the

Sharia Supervisory Board Terms of Office

GOOD CORPORATE GOVERNANCE

Sharia Supervisory Board (SSB) has
complied with the following Bank
Indonesia regulations:

a. Board members must display
integrity, which at least
includes:

1) Good character and morals.

2) Committed to obey Sharia
Banking’s requirements
and other existing
regulations.

3) Committed in developing
healthy and sustainable
Sharia Banking.

4) Notincluded in fit and
proper test list as regulated
under Bank Indonesia’s
fit and proper test
requirements.

b. Board members must be
a competent professional,
and possess knowledge and
experiences in the field of
sharia mu’amalahin the
Banking and/or financial sector
in general.

c. Board members must have
good financial reputation with:
1) Noinclusion in non-
performing loan lists.
2) Never been declared
bankrupt nor serving as

a shareholder,a member
of BOC,BOD and/or an
executive of a company
which was declared guilty
and resulted to bankruptcy
of the company and/or
institutional, in five years
before their nomination as
a member of the board.

d. Board members are not
allowed to serve as SSB
members in more than
four other sharia financial
institutions.

The following are other positions

held by SSB members of Bank

OCBC NISP:

Muhammad Anwar Ibrahim

1. SSB Chairman of Bank
Internasional Indonesia
Syariah.

2. SSB Chairman of PT. Prudential
Life Assurance.

Muhammad Bagus Teguh Perwira

1. Member of SSB at PT Schroder

Investment Management

Indonesia

Member of SSB at Citibank N.A.

SSB Chairman of PT Indosurya

Asset Management.

4. SSB Chairman of PT Aberdeen
Asset Management.

woN

. . Terms of

1 Muhammad Anwar Ibrahim

2 Mohammad Bagus Teguh Perwira

. Sharia Supervisory Board Meeting
Sharia Supervisory Board Meeting
must be held at least once in one
month. During 2016, the Board
conducted twelve meetings which
were attended by each member
of SSB, making the frequency of
meetings attended by the Board
during 2016 compliant with the
applicable regulations.

Outcomes and Important
Decisions of SSB Meetings as of

SSB Chairman Started on September 14, 2009 April 7, 2014-2017
2014

SSB Member Started on September 14, 2009 April 7, 2014-2017
2014

December 2016 were:

a. Third Party Fund Products,
namely Mudharabah iB
Savings, Prize in Sharia Savings,
Granting Point, Customers/
beneficiary that close their
accounts before the deadline
of profit sharing, Cash Teller
Gap,

b. Financing Products, namely
Take Over Top Up, Changes
in payment date on the
financing facilities, Signing

Proposal for Sharia Financing,
Stay Mortgage iB, Notice of
Reconsideration Rental (Ujrah
Bank), Akad Musyarakah
Mutanagisah corporate, the
financed company, cost of
commitment, Financing to
Multi-financing

c. Treasury Products, namely
Sukuk, RAK, Akad Wadiah RAK,
Bank Correspondent.
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5. Training for Sharia Supervisory
Board
To perform their duties and
responsibilities, SSB members
should attend ljtima’ Sanawi
(Annual Meeting) which was held
annually in December 8-0, 2016.

6. Sharia Supervisory Board (SSB)

Monitoring Report

In the second semester of 2016,

SSB reported:

a. Report on the implementation
of compliance of the Bank’s
products and services to the
provisions of the National
Sharia Council = Indonesian
Ulama Council (Majelis Ulama
Indonesia):

1) There is a suitability in
the products and services
with the provisions of

Type of Remuneration and Other Facilities

Remuneration (Salary, bonus, other routine allowances and other

facilities)

National Sharia Council -
Indonesian Ulama Council
for financing activities
(mortgage iB), third-party
funds (Tanda iB, iB Savings,
Taka iB, Current Accounts
iB, Deposit iB, Community
Savings, Mudharabah

iB Savings and Simple

iB Savings), Treasury
activities (Sukuk of Retail
Government and FASBIS)
and banking services
(transfer and Electronic
Banking).

There are no products and
services which are not/
not yet regulated in the
provisions of the National
Sharia Council - Indonesian
Ulama Council.

b. Monitor the Bank activities,
from 14 samples of mortgage
iB, 716 samples of third-party
fund, 32 samples of treasury
transaction and 480 samples
of services, there were no
activities that does not/ not yet
comply with the Bank’s SOP.

7. Sharia Supervisory Board

Remuneration

The formulation of the
remuneration generated through
recommendation from the
Nomination and Remuneration
Committee which was
subsequently submitted to the
BOC.The remuneration package
for the Sharia Supervisory Board
on December 31,2016 was:

Other facilities (housing, transportation, insurance, health, etc):

a. Could be owned
b. Could not be owned

Total

Sharia Supervisory Board (DPS)
2

790

List of Sharia Business Unit Consultants

In 2016, Sharia Business Unit (SBU) did not hire any consultant to support its activities. Late in 2010, SBU used consultant to
launch financing product namely KPR iB with Adad Musyarakah Mutanaqisah. The consultant is Bratajaya & Associates who
render the service in the revision of Akad draft for each financing. Since then, revision of Akad is conducted by Bank OCBC
NISP inhouse legal supported by Corporate Legal Division.

Internal Fraud
Since the launch of the SBU until December 31,2016, no fraud cases took place.

Jumlah Kasus Yang Dilakukan oleh

Dewan Kom ksi Pegawai Tetap Pegaw: ak Tetap
Tahun Tahun LELD) Tahun Tahun Tahun
Sebelumnya Berjalan Sebelumnya Berjalan Sebelumnya Berjalan

Resolved - - - -

Internal Fraud Dalam 1 Tahun

Total Fraud Case

In the Process Of Resolution Internally
Within the Bank

Resolution have not been carried out - = 5 -

Pursued Legal Process

Bank OCBC NISP 2016 Annual Integrated Report
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GOOD CORPORATE GOVERNANCE

Legal Cases

Until December 31,2016, there had been no civil lawsuits or criminal cases involving the SBU of Bank OCBC NISP.

Legal Cases
Resolved (with firm legal basis)
In the process resolution

Total

Distribution of Interest-free

Loans for Social Activities

In 2016, Bank OCBC NISP SBU has

distributed the interest-free loans

for social activities amounted to Rp

431,411,174 through social activities

including:

+ iB Peduli coordinated by Bank
Indonesia (BI)

+ Various activities during
Ramadhan.

+  Sharia Economy Movement
Activities (Gres) coordinated
by PPES (Sharia Ecoomic
Communication Center) and BI.

+ Home-coming (Ramadhan
activities)

+ (SR activities in MTQ in Batam

-+ Giving donation to orphanage
children in Yayasan aitul Maal
Hidaya

Non-Halal Incomes and Uses
Until December 31,2016, no activities
of the SBU had generated non-halal
incomes.

SBU'’s Financial and Non-
Financial Transparency

SBU announced its quarterly financial
reports through publications on
national newspapers and submitted
to Bank Indonesia.

SBU Self-Assessment

In 2016, SBU carried out GCG self-
assessment by referring to the Bank
Indonesia’s GCG requirements for
Sharia banks and Sharia Business
Units, regulated under PBI No.11/33/
PBI/2009 on December 7,2009 and
SEBI No.12/13/DPbS on April 30, 2070.

The self-assessment activities

include ranking of assessments on
GCG implementation by the SBU,
comparing the GCG implementation
with the minimum criteria set by Bank
Indonesia.

The assessments were carried out by
focusing on five factors:

1) SBU Director’s duties and
responsibilities.

2) SSB’s duties and responsibilities.

3) Theimplementation of sharia
principles in fund raising,
channelling and service activities.

4) Fund disbursements for key
financing customers and deposits
of key clients.

5) Transparency of SBU’s financial
and non-financial conditions,
GCG implementation and internal
reports.

General Conclusion on the
Result of Self- Assessment

on the Good Corporate
Governance

Based on the Self-Assessment of the
Good Corporate Governance in which
the comparison of the performance of
the GCG in the Sharia Business Unit in
Bank OCBC NISP with minimal criteria,
the GCG is reported as follows:

Rating Weight Score
Not
“ (@) X (b)

1 The execution of the Directors’ duties 1 35.00% The Directors at the Sharia Business Unit pays close attention

and responsibilities to the unit’s management based on prudent principles and
Sharia banking principles. They always follow-up on the
recommendations based on the DPS’ monitoring and is ready
with the data and information related to the fulfillment of
accurate, relevant, and in-time Sharia Principles.

2 The execution of the Sharia Monitoring 1 20.00% 0,2 DPS has a proper composition, criteria and independence.
Board’s duties and responsibilities The duties, responsibilities and the meetings had been

implemented in accordance with the provisions.
DPS has been transparent on concurrent positions and do not
take advantage on Sharia Business Unit for personal gain.

3 Sharia principle implementation in 1 10.00% 0,1 The Sharia Business Unit has fulfilled the Sharia principles
raising and disbursement activities in the unit’s products, raised and disbursement of funds and
and services. services.

4 Disbursement of funds to core 1 10.00% 0,1 The Sharia Business Unit has applied the prudent principles
financing customers and saving of and has the updated policies and procedures in disbursing
funds by core depositors funds to the Core Customers and saving funds by the Core

Depositors.

5 Transparency in financial and non- 1 25.00% 0,25 Transparency in financial and non-financial condition,
financial condition, implementation implementation report on GCG and internal report that had
report on GCG and internal report. been done according to the provision.

Composite Score 100.00% 1.00 Very Good

Bank OCBC NISP 2016 Annual Integrated Report




Composite Score Descriptions

Composite Scrore
Composite <1.5
1.5 Composite <2.5
2.5 Composite < 3.5
3.5 Composite < 4.5
4.5 Composite<s

Composite Rating

Excellent
Good
Fairly Good
Sub Standard

Poor

Composite Score and Rating
The result of self-assessment on
GCG in 2016 showed that the
implementation score of GCG in the
Bank’s SBU is 1.00 or Very Good.

The Weakness and Factors of
Self-Assessment Result on GCG
in 2016

It shows that there is no significant
weakness in the implementation of
the GCG in the Bank’s SBU.

Profile of Sharia Supervisory Board

The Strength of GCG
Implementation

The Directors of the SBU and the
Sharia Monitoring Board are paying
close attention to ensure the
implementation of Sharia principles
in all its businesses and commitments
of all parties in the SBU structure and
related units. The efforts to ensure
the SBU’s GCG has been implemented

Indonesian citizen, age 76.

in accordance to the effective
regulations with high regard to the
Sharia principles.

Follow-Up

In developing its businesses,

the Bank’s SBU is committed to
implement the GCG and continues
to perfect all the aspects of the GCG
for the sustainable future of the
governance.

Chairman of Sharia Supervisory Board of Bank OCBC NISP since 2009.

Currently also serves as Daily Executive Vice President of Indonesian National Board of Sharia of The Majelis Ulama
Indonesia, Founding Member of The International Shari’ah Research Academy for Islamic Finance, Malaysia (ISRA),
Chairman of Sharia Supervisory Board in Bank Internasional Indonesia Sharia, Chairman of Sharia Supervisory Board

Muhammad

Anwar Ibrahim
Chairman

Indonesian citizen, 39 years.

Sharia Supervisory Board of Bank OCBC NISP since 2009.

of PT Prudential Life Assurance and as Lecturer of Introduction to Islamic Economy at the Faculty of Economics,
Universitas Trisakti and National Economics according to Islamic Figh at Islamic State University of Jakarta.

Holds a Master degree (1969) and a PhD degree (1978), both in Ushululfigh (Source and Philosophy of
Islamic Laws) from University of Al Azhar, Cairo.

He currently serves as a member of Sharia Supervisory Board of PT Schoders Investment Management Indonesia,
Chairman of Sharia Supervisory Board of PT. Aberdeen Asset Management, Chairman of Sharia Supervisory Board of
PT. PT. Indosurya Asset Management, Advisory Council of Sharia in Citibank NA, Member of Banking and Financial

Mohammad Bagus

Teguh Perwira
Member

With Regard,

- -’

—_—
Pramukti Surjaudaja
Chairman
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Parwati Surjaudaja
President Director

Working Group — National Economic and Industry Committee — Republik of Indonesia, Member of Daily Executive of
Indonesian National Board of Sharia of The Majelis Ulama Indonesia, and worked as an Independent Financial Planner.

Completing the Islamic Studies courses and Arabic at Al Azhar University, Cairo (1999) and Post - Graduate programs of
Islamic Economics at Islamic University Syarif Hidayatullah, Jakarta (2007).
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RIS K MANAG EM E NT [G4-14] [G4-15]

Enhancing harmonious synergy
through improved risk management
framework is required to support
sustainable business growth

while considering the social and
environmental impacts.

2016 RISK MANAGEMENT
OVERVIEW

During 2016, risk management
performed by Risk Management
Group has been strengthened by
the reasserting of risk culture based
on three lines of defense, namely
synergized risk management culture
on the Bank’s business activities.
This goes along with the Bank’s
development strategy in product,
services, process, distribution network,
business portfolio and other aspects.

In order to implement risk
management in an efficient and
timely manner, the Bank improved

its Service Level Agreement (SLA)
credit process through Straight
Through Process (STP) mechanism on
Emerging Business (EMB) Credit Risk
Management system and Portfolio
Review Management (PRM) system, as
well as optimized the use of Scoring
Model. For Consumer Credit Risk
Management, the Bank has improved
Loan Origination System (LOS) to
support acquisition in accordance
with the strategy and product
requirements.

The credit quality was also well
maintained, even within the
deceleration of domestic and global
economic condition. As of end-
December 2016, the Non-Performing
Loan (NPL) has been successfully
maintained at below 2 percent.

Enterprise Risk Management
(ERM) has been improved through

Risk Appetite Statement holistic
review, Internal Capital Adequacy
Assessment Process (ICAAP)
enhanced methodology, as well as
risk profile assessment for the Bank,
its Sharia Business Unit, and Financial
Conglomerate. ICAAP is assessed at
least twice a year to ensure that the
Bank maintains sufficient capital to
anticipate potential losses that may
occur in various stress scenarios.

In addition, the implementation

of Policy Lifecycle Management
Approach and policy monitoring
tools are continuously improved to
ensure that the Bank’s policies are
available and updated, both related to
risk management policies and other
policies in accordance with the Bank’s
policy architecture.

The Bank sets the strategy for effective
implementation of Three Lines of
Defense. The effective implementation
of it is done through the awareness

of each employee toward their role
and responsibility, either as the first,
second or third line of defense. The
First Line of Defense is achieving
business growth by considering risk
aspects in every decision made; the
Second Line of Defense is in charge of
managing risk independently; Internal
Audit Division as the Third Line of
Defense is responsible for providing
risk assurance as well as monitoring
and periodic evaluation.

To cultivate the risk awareness

as a part of employees working

process, the Bank has five risk culture

principles:

1. We posses the capabilities and be
accountable for managing risk.

2. We optimize profit by striking a
balance between risk and return.

3. We synergize to achieve an
effective and efficient risk
management system.

4. We promote lessons learnt
to enrich our capabilities in
managing risk.

5. Managing risk is the responsibility
of everyone in the organization.

RISK MANAGEMENT AT BANK
OCBC NISP

Bank OCBC NISP implements the risk
management function in line with
the risk management framework
which is the combination of the
Bank’s corporate identity and image,
shareholders’ direction and set
strategies.

BOC and BOD Active
Supervision
In implementing the supervision
function, the BOC has clear duties and
responsibilities, which among others
are reviewing and approving the
recommendation of Risk Monitoring
Committee, in relation to:
Implementation of risk
management policies
Implementation of Risk
Monitoring Committee and Risk
Management Group Divisions
decisions
Approval of credit facility granting
to Related Party
Implementation of integrated
risk management in Financial
Conglomeration

In order to implement risk

management function, BOD

has performed its duties and

responsibilities, namely:
Develop written and
comprehensive policies and risk
management strategies.
Responsible for the
implementation of risk
management policies and risk
exposures taken by the Bank in
holistic manner.
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Evaluate and decide on
transactions that require the BOD
approval.

Develop a risk management
culture at all levels of the Bank
organization.

Ensure the competence
improvement of human resources
associated with risk management.
Ensure that the risk management
functions operate independently.
Carry out the periodic review to
ensure accuracy of risk assessment
methodologies, the adequacy of
the risk management information
system implementation; and the
accuracy of the policies, procedures
as well as the risk limits.

Ensure that each Financial
Services Institution (FSI) affiliated
in Financial Conglomeration has
implemented risk management
effectively.

Adequacy of Policies,
Procedures, and Risk
Management Limit

The Bank has adequacy of policies,
procedures, and risk management
limit for effective, efficient and
professional risk management
framework on 8 (eight) main risk
types, namely credit risk, market risk,
liquidity risk, operational risk, legal
risk, reputation risk, strategic risk and
compliance risk as well as other risks
to support the Bank’s growth in a
prudent, consistent and sustainable

manner, and also adding value to the
Bank’s stakeholders.

Policies, Procedures, and Risk
Management Limit are documented
and reviewed periodically which

are adjusted with the internal and
external development.

Adequacy In The Process Of
Identification, Measurement,
Monitoring And Risk Control
And Risk Management
Information System

Risk Management Group cooperates
with all business and supporting
units to conduct identification,
measurement, monitoring, risk control
and establish risk management
information system thoroughly.

Basel Implementation

The Bank continuously follows

the development of the Basel
Requirement and banking regulations
which may affect the Bank’s business
activities scheme, including the
increasing liquidity and capital
requirements as stipulated in the
Basel I1l.

Related to the Basel Il
implementation, the Bank aslo
actively involves in Qualitative Impact
Studies (QIS) held by Financial Services
Authority and Bank Indonesia.

General Meeting of
Shareholders

Sharia Supervisory
Board

Board Risk
Committee

Credit Risk
Management
Commiteee

Market Risk
[WERET{0
Committee

ALCO

Sharia Asset
Liability Committee

Operational Risk
Management
Committee

Fraud Committee

Board of Directors

Bank OCBC NISP 2016 Annual Integrated Report

President Director

Risk Management
Director

THE ORGANIZATION AND RISK
MANAGEMENT GOVERNANCE

To manage different types of
inherent risk in accordance with the
complexity of the business, there are
several dedicated working units in
the organizational structure of the
Risk Management Group that are
responsible on credit risk, market
risk, liquidity risk, operational risk
and other risks (legal, strategic,
compliance, and reputation risk).

As the Second Line of Defense, the
Risk Management Group exercises

its responsibility for running

risk management governance
independently, while simultaneously
working together and partnering with
all business units and supporting
units, encompassing the strategic

and down to the transaction levels,

in order to build the process of
identifying, measuring, monitoring,
controlling risk and information and
comprehensively internal control
systems. Organization supervision

is undertaken by the Board of
Commissioners, assisted by risk
management related committees and
the Audit Committee, as provided on
the organizational structure.

Board of

Risk Monitoring
Commissioners

Committee

Audit Committee

Remuneration
and Nomination
Commitee

Consumer Credit
Risk Management

Commercial Credit
Risk Management

Corporate Credit
Risk Management

Operational Risk
Management

Enterprise Policy
& Portfolio
Management

Asset Recovery
Management

Market & Liquidity
Risk Management
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RISK MANAGEMENT

The Corporate Credit Risk
Management Division, Commercial
Credit Risk Management Division,
and Consumer Credit Risk
Management Division are all
responsible for controlling lending
activities according to prudent
lending practices, also ensuring
that all credit risks have been
optimally managed.

The Market and Liquidity Risk
Management Division is charged
with the function, scope and
responsibility for developing risk
management processes in order
to improve the effectiveness

of market risk management,
control, and monitoring functions
by formulating policies and

limits, as well as through the
implementation of regulations and
reporting; and is also responsible
for proper monitoring, measuring
and reporting liquidity risk and
interest rate risk management

in the banking book, and serving
as an independent party who
performs control function on risk
from balance sheet and liquidity
positions.

Operational Risk Management
Division is responsible for
managing operational risk
according to the best practices in
minimizing unpredictable losses
and in managing estimated losses,
while also securing new business
opportunities with controlled risk.
Asset Recovery Management
Division is responsible for the
effective handling and settlement
of non-performing loans through
various alternative solutions,
including restructuring, cash
settlement, asset settlement, loan
disposal, and litigation.
Enterprise Policy and Portfolio
Management Division is
responsible for the sufficiency of
policies, procedures and limits,
including building bank-wide
policy architecture, as well as
developing enterprise portfolio
management and risk profile
evaluation that are more suitable
to the business conditions and
characteristics of the Bank, with

due consideration to current
regulations on risk management.

RISK MANAGEMENT OF SHARIA
BUSINESS UNIT

Bank OCBC NISP operates banking
services based on Sharia principle in
the form of Sharia Business Unit (SBU).
The application of risk management
in SBU is implemented for all business
activities, which is integrated with
the Bank’s risk management. The
implementation involves all elements,
including the BOD supported by ALCO
Sharia, with active supervision by

the Board of Commissioners and the
Sharia Supervisory Board (SSB).

SBU risk profile assessment is an
assessment of the inherent risks

and the quality of risk management
implementation in the Bank'’s
operations. Based on self-assessment
results in 2016, SBU composite risk
rating was “Low”.

RISK CONTROL FOR NEW
PRODUCTS AND/OR ACTIVITIES

The dynamics of the developments in
the banking business, products and/or
activities extensive innovation to meet
customer needs are important factors
in achieving the set targets. Bank
OCBC NISP performs identification
and mitigation of inherent risks for
new products and/or services.To
ensure that the risk management
towards such business activities are
implemented properly in accordance
with the Bank’s risk profile, the
Product Management Policy or known
as New Product Approval Process
(NPAP) has been applied.

Risk identification is performed for
credit risk, market risk, liquidity risk,
operational risk, legal risk, compliance
risk, strategic risk and reputation risk.
The risk Identification is performed

by Product Developer as risk owner

of the new product and/or activity
who is coordinating with the Risk
Management Group and other related

units as Functional Specialist (risk
control).

For complex new product and/or
activity, risk review and approval must
be given by the Product Management
Committee (PMC), which is chaired

by the President Director included
Directors who represent Business, Risk
Management, Finance, Compliance,
Operation and Information Technology
functions as the members.

A particular unit is delegated

as Product Management that is
responsible for managing new
product and/or activity, including
the administration of application of
the new product and/or activity and
monitoring the application process
and reviewing the implementation
schedule.

INTEGRATED RISK
MANAGEMENT

In the Integrated Risk Management
Implementation for Financial
Conglomeration, Bank OCBC NISP has
been appointed as the Main Entity by
OCBC Ltd. through the OCBC Overseas
Investment Pte. Ltd. as the controlling
shareholder.

The Bank has implemented the
Integrated Risk Management
comprehensively. In the Financial
Conglomeration, Bank OCBC NISP
is related with Great Eastern Life
Indonesia and OCBC Sekuritas
Indonesia.

The Bank maintains the Alignment
established with the related
companies within the Financial
Conglomeration, considering that
the ownership and/or controlling
relationship within any financial
service sector will affect the
sustainability of financial service
institutions due to the risk exposure
which emerges both directly and
indirectly from the business activities
of companies that belong to the same
Financial Conglomeration.
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Integrated risk management
monitoring and supervision includes
ten types of risk that has been set
by the Financial Services Authority,
consisting of credit, market,
operational, liquidity, legal, strategic,
reputation, compliance, intra-group
transactions and insurance risks.

Integrated risk management
implementation includes four main
pillars, consisting of:

1. Supervision by BOC and BOD of
the Main Entity.

2. Adequacy of Integrated Risk
Management policies, procedures,
and limits.

3. Adequacy of integrated risk
identification, measurement,
monitoring and control, as well as
information system.

4. Holisticintegrated Internal control
system to the implementation of
Integrated Risk Management.

Based on the self-assessment result,
the Bank’s composite risk rating was
at Low rank, both as the main entity
and integrated entity in the end of
2016.

CAPITAL AND RISK
MANAGEMENT PRACTICES

Capital Policy

The Bank has set Capital Management
Policy which contains approaches,
principles and basic framework of
how the capital will be measured,
monitored and regulated in order

not to violate external rules and/or
internal prudential guidelines.

Capital Management is the Bank'’s
effort to maintain financial stability
and sustainability management.
Therefore, it has remained in the
Bank’s operational procedures as
legal entity and strategic plans.On
the other hand, Capital Management
Strategy is driven by the strategic
objectives, requirements, and Risk
Appetite set by the BOD.

Based on regulations and measurable
capital,and in support of the business
plan and strategy in the future,

Bank OCBC NISP 2016 Annual Integrated Report

Bank OCBC NISP focuses on the
management of internal financing
sources to meet the Minimum Capital
Adequacy Requirement.

Capital Adequacy

The Bank has adequate capital rate
above the minimum requirement
set by the FSA. The consolidated
capital stood at 18.3 percent as per 31
December 2016.

In relation to each working unit’s
initiatives to the Risk Management
Group,in 2016 Bank OCBC NISP
conducted the following initiatives,
such as:

CREDIT RISK MANAGEMENT

Credit risk is the risk which exists
due to the failure of the debtor and/
or counterparty in fulfilling their
obligations to the Bank.The Bank

is exposed to the credit risk, which
may arise from financing activities to
customers in the Business Banking
(Corporate, Commercial and Emerging
business), Consumer Banking,
Financial Institutions (FI) and Non-
Bank Financial Institutions (NBFls)
segments. The banking activities,
including trading and investments

in form of derivatives trading, debt
securities, foreign currency exchange,
and settlement transactions also
expose the Bank to counterparty risk
and issuer credit risk.

Credit Risk Management
Supervision and Organization
The Credit Risk Management
Committee (CRMC) is a committee
which is designed to assist the Board
of Directors in formulating the Bank’s
Credit Policy (KPB), supervising its
implementation, monitoring the
progress and the conditions of credit
portfolio as well as giving suggestions
on remedial actions.

The Credit Risk Management Unit in
the Risk Management Group manages
the credit risk in pre-determined risk
appetite, target customers, limits

and risk standards. The working unit

is also responsible for controlling

lending activities by supervising

the risk portfolio, risk measurement
methodology, risk reporting and

loan remedial to be aligned with

the prudential principle in lending
activities, as well as ensuring that all
of the credit risks have been managed
optimally.

To support the management of credit
risk and to monitor the quality of

the loan portfolio, there are various
reports compiled regularly, such as
credit portfolio trends by business
unit, currency composition, industry
sectors, credit concentration trends,
and Special Mention and Non-
Performing Loan portfolio. In addition,
stress testing is also performed

for credit portfolio of the Business
Banking segment (Corporate Banking,
Commercial Banking, and Emerging
Business) as well as Consumer
Banking. Risk Analytic Team was
formed to analyze performance, trend,
and credit portfolio behavior of each
segment. Therefore, the Bank has
prepared actions to be taken if stress
tests scenario occurs.

In order to support the consumer
credit risk management process,
monitoring the quality of the loan
portfolio is regularly arranged and
submitted to the BOD, Credit Risk
Management Committee (CRMC)
and Board Risk Committee (BRC) in
a timely, objectively, and transparent
manner.The reports can be used by
management, related to corrective
measures which have to be taken to
ensure the quality of healthy loan
portfolio.

Credit Risk Management
Approach

The credit risk management
framework at Bank OCBC NISP covers
the whole credit risk cycle, supported
by comprehensive credit risk
processes, which also uses models to
quantify and manage risks efficiently
and consistently.

The Bank only accepts credit risks
which are within the standards
established by the Bank and those
which commensurate with the

147
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RISK MANAGEMENT

adequate return for increasing
shareholder value. The credit is only
granted after the debtor passes

a series of assessment for credit
worthiness, compatibility as well as
appropriateness with the offered
product. In addition, the key success
of the Bank’s risk management lies
in the decision of the experience
credit officers whose appointment is
periodically examined.

Loans for Consumer and
Emerging Business

The credit risk of Consumer and
Emerging Business customers

are managed according to credits
portfolio, including mortgage loans,
credit cards, unsecured loans, auto
loans, commercial property loans,
working capital and investment loans.
Loans should clearly describe the
target market, requirements, and the
maximum amount of the loan.

The original documents, which are
used as a source of credit analysis and
independent verification, should be in
place to prevent fraud. The portfolio

is closely monitored on monthly basis
using MIS analytic. The scoring model
is also used within the credit decision
process for most of the products to
enable objectivity, efficiency, and
consistent decisions within the credit
process. The behavioral scores are used
for early identification of the potential
non-performing loans.

Loans for Commercial,
Corporate and Institutions
Customer Loans for commercial,
corporations and institutions
customers are assessed and
recommended by an experienced
Credit Risk Officer. The Credit Risk
Officer identifies and assesses the
credit risk of commercial, corporate
or institutional customers both for
individuals and group by considering
the quality of management, financial
and company’s profile towards
industrial and economic threats.
Collateral or other credit supporters
are also assessed to mitigate or reduce
the risks. The loan disbursement

is directed by a pre-defined target

market and risk acceptance criteria.
To ensure the objectivity of the loan
activities, co-grantor approval and risk
handling distribution are absolutely
required between the business units

and credit risk management functions.

The determination of Target Market
and Risk Acceptance Criteria (TM RAC)
is one of collaborations between the
business units and the Credit Risk
Management Unit. The guideline is
used as a reference in screening the
debtor/ potential debtor with three
main categories: Grow, Maintain and
Reduce with regard to the industry
of each debtor/potential debtor
Meanwhile, the Risk Acceptance
Criteria contains a number of criteria
which are used when the Bank
analyzes the quality of debtors, which
describes the Bank’s Risk Appetite.

Credit Risk of Investing or
Trading Activities

Counterparty credit risk of trading,
derivative and securities loans
activities are closely monitored and
actively managed to protect the
Bank from potential losses which
occurs from replacing a contract if
the counterparty defaults. The credit
limit is set for each counterparty

by complying the assessment of
counterparty credit capacity in
accordance with internal policy, as
well as complying the feasibility and
suitability of products offered. The
credit exposure is controlled through
independent monitoring and reported
directly in regards to the breach of
approved limit and risk mitigation
threshold.

Development of Credit Risk
Management Measurement
Currently, the Bank applies the
standardized approach in credit risk
measurement and is in the stage
of preparing for implementing the
Internal Rating Based (IRB) as part
Basel Il implementation.To support
the implementation of the IRB, the
Bank is committed to continuously
develop a credit infrastructure that
will facilitate the acceleration of the
credit process and credit portfolio
improvement.

Bank OCBC NISP has developed
several instruments of rating model,
including: Credit Rating System (CRS)
which is constantly developed to
support the portfolio in the Corporate
Banking segment, which will be
implemented for Financial Institution,
Non-Bank Financial Institution and
Commercial Banking segment. The
Pro Star application which is used in
the Emerging Business segment as a
tool for loan decisions, and the Loan
Origination System (LOS) that has
been used in the Consumer Banking
segment by using the scorecard as
credit approval supporting tools.

Credit Risk Control

Human resource development is
performed continuously by providing
training programs, both for business
and risk functions related to credit.
Collaboration with the business unit is
strengthened by various improvement
efforts, including working together
with the risk management teams
from the initial process of credit
proposal to final credit approval.
Implementation of this activity
renders more efficient work process
and shorter credit processing.

To support the credit risk
management infrastructure, the
Bank formulates and has a complete
credit policy in accordance with

the prevailing policy architecture.
The Bank also implements forward-
looking emerging risk assessment
to see the potential risk in the
future. Assessment is a collaborative
effort between the Business Units
and Credit Risk Management.

The following are commonly used
scenarios: global economic crisis
risk, Indonesia’s macroeconomic
conditions, interest rate hikes,
inflation, Rupiah depreciation, and
other scenarios related to credit risk.

Based on the results of the emerging
risk assessment and with due
consideration to the current economic
conditions, the Bank will conduct
stress testing both with a top-down
approach (portfolio level) and bottom-
up (account level) for specific industry
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sectors and rapid portfolio review.
With the Top-Down approach, the
Bank will estimate the level of NPL for
both portfolios of Business Banking
and Consumer businesses using some
predefined stress assumptions.

The Bottom-Up approach is carried
out by considering, on a per-account
basis, the debtor’s financial capacity
under certain stress scenarios. Stress
testing is routinely performed to
assess the Bank’s capital condition

in case of stressed condition. In
addition, stress testing is also useful
to sharpen the ability of the Business
Units and Credit Risk Management
Unit in anticipating the emergence
of potential risks under stressed
conditions.

Based on the results of stress testing
and assessment performed by

the Business Units and Credit Risk
Management Unit, the Bank will
undertake proactive and preventive
measures, such as determining a
watchlist category for companies
whose financial condition is projected
to decline as affected by changes in
certain economic conditions. The Bank
shall undertake close and periodic
monitoring on debtors who are

under the Watchlist in anticipation of
deterioration in the credit quality in
the future.

By implementing the above strategies,
the Bank is able to consistently
maintain Non-Performing Loan (NPL)
at the lowest level during the year
2015. Such condition reflects the
Bank’s remarkable implementation

of the prudential principle in credit
risk management. NPL bank-wide as
of December 31,2016 reached 1.9%

(gross).

Credit Risk Mitigation

To calculate the Risk Weighted

Assets (RWA) of credit risk using the
Standardized Approach, Bank OCBC
NISP is allowed to recognize the
availability of collateral, warranty,
guarantee, or credit insurance as credit
risk mitigation techniques (CRMT).

Bank OCBC NISP 2016 Annual Integrated Report

Disclosure of Net Receivables Risk
Weighted after Credit Risk Mitigation
- Bank Individually can be seen from
the table 1 page 161

Disclosure of Net Receivable and
Credit Risk Mitigation Technique —
Bank Individually can be seen from the
table 2 page 162

The Calculation of RWA for
Credit Risk

The Bank’s individual Risk Weighted
Assets (RWA) for Credit Risk as of
December 31,2016 was Rp 101.5 trillion.
The following table illustrates the
calculation of the Bank’s RWA for
Credit Risk using the standardized
approach as of December 31,2016,
presented in millions of rupiah.

Asset Exposure in the Balance Sheet
see on table 3 page 163

Exposure of Commitment/
Contingency Responsibility on Off
Balance Sheet Transaction see on table
4 page 164

Exposure of Counterparty Credit Risk
see on table 5 page 164

Exposure at Sharia Business Unit see
on table 6 page 164

Total Measurement of Credit Risk see
on table 7 page 164

Concentration of Credit Risk
Management

Credit concentration risk is the risk
which arises due to the financing
concentration, among others to the
certain debtor, geographic regions,
products, types of financing or certain
business field. These risks should be
managed properly to avoid any losses.

In managing credit concentration

risk, Bank OCBC NISP has had limit
determination guideline which is
stated in the Risk Appetite statement,
provisions of the Target Market and
Risk Acceptance Criteria (TM RAC), and
stipulations concerning Legal Lending
Limit,among others are the limits for
Top Borrowers, individuals or groups,

certain industrial sectors, as well as
groups of borrowers, related parties
and others.

With these guidelines, credit
concentration risk will be able to be
controlled because credit exposure to
certain party and industrial sector has
been limited, managed and monitored
effectively on a regular basis.

Remedial Management

The Bank consistently strives to
anticipate the non-performing loans
timely, and proactively manage

the credit at the time it begins to
deteriorate and/or recover to become
healthy loan.The Bank appreciates
customer long-term relationships so
the Bank prefers to cooperate with
customers in facing difficulties.

The Bank has dedicated special
working unit in managing non-
performing loans namely, the Asset
Recovery Management (ARM) Division.
Specifically for the consumer portfolio,
the risk control function is performed
by the Collection team, with the
exception of mortgages in arrears over
180 days. Supported by strong internal
policy, the Bank will carry out the
procedure of non-performing loans
settlement, restructuring, litigation,
and write-offs along with necessary
reporting procedures based on sound
banking principles and in accordance
with applicable regulations.

Matured Account Receivables
and Impairment of Receivables
Bank OCBC NISP defines matured
account receivables as all

receivables, which are go days
overdue, on principal and/or interest
repayments. All receivables are
subject to impairment if the Bank’s
evaluation found objective evidence
demonstrating that the impairment
occurred due to one or more “loss
events” after the initial recognition

of credit where the loss event has an
impact on the estimated future cash
flows of the financial asset or group of
financial assets that can be estimated
reliably.
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RISK MANAGEMENT

The Bank has established the criteria
used as the basic guideline in
determining objective evidence of
impairment. Also, there are additional
criteria used specifically for credit in
significant amount.

Disclosure of Net Receivables by
Region — Bank Individually see on table
8 page 165

Disclosure of Net Receivable Based on
Maturity Term - Bank Individually see
on table 9 page 165

Disclosure of Net Receivable Based on
Economic Sector - Bank Individually
see on table 10 page 166

The approach used for the
Formulation of Allowance for
Impairment Losses (CKPN)

In the event that impairment occurred
after estimation and thereis a
difference between the recorded and
the current amounts of loans, the
Bank shall have CKPN to cover it.

The Bank has a guideline in
determining whether the formulation
of CKPN should be applied
individually or collectively. Individual
CKPNis applied on individually
significant financial assets with
impairment. Collective CKPN is
applied on individually insignificant
financial assets who is experiencing
impairment; and on financial

assets assessed individually with no
objective evidence of impairment.
The method for calculating CKPN for
individual impairment is performed
by comparing the recorded amount
of financial assets and the current
obtained amount from the Discounted
Cash Flows, which are the estimated
future cash flows discounted by the
financial assets’ original effective
interest rate.

The following tables provide details of
receivables and allowance based on
region and economic sector, for the
Bank individually.

Disclosure of Receivables and
Allowance Based on Region - Bank
Individually see on table 11 page 167

Disclosure of Receivables and
Allowance Based on Economic Sector -
Bank Individually see on table 12 page
167

Disclosure of Details on Movements
of Allowance for Impairment Losses
(CKPN) - Bank Individually see on table
13 page 168

Bank Indonesia Regulation and
Basel Compliance

In line with Bank OCBC NISP’s
commitment to consistently
implement the best practices in risk
management, the Bank has set up the
infrastructure in order to meet various
regulations stipulated by the regulator,
including the Basel framework as
international best practice.

According to Bank Indonesia Circular
Letter No.13/6/DPNP dated February
18,2071, the Risk Weighted Assets
(RWA) of the credit risk is measured
using the Standardized Approach, in
which risk weighting is set based on
the rating of debtor or counterparty,
according to portfolio category or a
certain percentage for a specific type
of receivable.

The Bank’s receivable group portfolio
is divided into: claims on government,
claims on public sector entities,
claims on banks, claims on corporates
and claims on past due exposures.
Risk weighting uses the provision

set by regulator. In the event of
having rated receivables, the Bank
uses a rating agency recognized by
regulator; aligned with the regulation,
the Bank shall nominate Pefindo as
the domestic credit rating agency,
and S&P, Moody’s and Fitch for
international credit rating agency.

Disclosure of Net Receivables Based on
Portfolio and Individual Rating Scale
December 31,2016 see on table 14

page 169

Counterparty credit risk in Bank
OCBC NISP is risk of counterparty
default on the contract with the Bank
which is caused a potential loss to
the Bank to replace the contract. In
general, counterparty credit risk arises
from exposure in over the counter
derivative transaction and repo/
reverse repo transaction. Mitigation
of counterparty credit risk is done

by appropriate mitigation technique
according to Bank Indonesia Circular
Letter No.13/6/DPNP, which is

by recognizing the availability of
collateral, warranty, guarantee, or
loan insurance and complemented

by the Bank policy to manage the
counterparty credit risk.

The following table provides details
on Counterparty credit risk - Derivative
Transactions see on table 15 page 170

Disclosure of Counterparty credit risk:
Repo Transaction - Bank Individually
see on table 16 page 170

Disclosure of Counterparty credit
risk: Reverse Repo Transactions - Bank
Individually see on table 17 page 170

MARKET RISK MANAGEMENT

Market risk is the risk of losses on

the balance sheet and off balance
sheet position, including derivative
transactions, resulting from the overall
movement in market conditions such
as changes in interest rates, foreign
exchange, including changes in
options prices.

Market risk management strategy

is established in line with the Bank’s
risk appetite and business strategy, by
considering the macroeconomic and
market conditions.

Market risk limits are set as the Bank’s
risk appetite operational guideline

in ensuring that any market risk
exposure are kept at the Bank’s risk
tolerance level. The market risk limits
are reviewed regularly.

Bank OCBC NISP 2016 Annual Integrated Report



Market Risk Management
Organization and Supervision
To ensure the adequacy of market
risk management, the Bank requires
adequate and effective oversight

by BOD and BOC. At the BOD level,
the oversight function is performed
by the Market Risk Management
Committee (MRMC) and the Board
Risk Committee (BRC), while at the
BOC level, the oversight function is
performed by the Risk Monitoring
Committee (RMC). The MRMC meeting
is held on a monthly basis, while the
BRC and RMC meetings are held on a
quarterly basis.

MRMC is a main senior management
body that supports BRC and President
Director in managing the overall
market risk exposure on a wide basis.
The MRMC oversees the execution of
the Bank’s Market Risk Management,
and ensures that the Market Risk
policies and practices are appropriate,
effective, and sufficient to support the
Bank’s business strategy. Any potential
problems in the market risk will be
reported to BRC along with the other
risk functions.

In practice, the MRMC is supported

by the Market and Liquidity Risk
Management Division (“MLRMD”),
which is part of the Risk Management
Group. MLRMD is an independent

risk control unit responsible for
operationalizing market risk
management framework to support
business growth while ensuring
adequate risk control and oversight.

Market Risk Management
Framework

Market risk management framework
establishes the Bank’s overall
approach to market risk management.
Commensurate with the management
supervision on market risk
management, the Bank has adequate
policies and procedures, as well as a
clear segregation of duties, authorities
and responsibilities for market risk
management and escalation process
to support an effective market risk
management processes.
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The Bank periodically reviews

the adequacy of policies and
procedures, in order to update with
new regulations or market practice
and ensure that those policies are
applicable.

Market Risk Management
Approach
Market risk management is a shared
responsibility. Business units are
responsible for undertaking proactive
risk management within their
approved trading strategies and
mandates, while MLRMD acts as an
independent control and monitoring
unit to ensure good governance. A
structured approach to market risk
management revolves around the key
risk processes, among others:
e Market Risk Identification
The risk identification is addressed
through the Bank’s New Product
Approval Process-NPAP. The market
risks are also identified by risk
managers, from their ongoing
interactions with the business
units.

e Market Risk Measurement
Market risk appetite statement
is articulated by BOD and
contained in the level of risk
appetite approved by BOC.The
Bank measures and creates the
parameters of market risk through
risk appetite and control measures,
as described below.
1. Market Risk Appetite
Measurement
Value-at Risk
Value-At-Risk (“VaR”), a key
market risk measure for
Bank’s trading activities, is
a component of aggregate
market risk appetite. VaR is
measured and monitored
by its individual market risk
component, i.e. interest rate
risk and exchange rate risk,
as well as at the aggregate
level.VaR is based on historical
simulation approach by using a
one-day holding period, at the
confidence level of 99 percent.

2.

Market Risk Control
Measurement

Market risk appetite
measurements are
supplemented with market
risk control measurement
such as Present Value of 1
Basis Point (“PVo1”),CSo1 (1
Basis Point move in credit
spreads), the notional amount,
and derivative greeks for
specific types of exposures,
to supplement its risk
measurement.

Stress Testing

The market risk stress testing
complements the Value-at-Risk.
In particular, the stress testing
captures other risks that are
not covered by VaR.The Bank
conducts stress testing for
better quantify and to assess
potential losses arising from
low profitability but plausible
extreme market conditions.

The stress test scenarios

are regularly reviewed and
adjusted to ensure that the
scenarios remain relevant to
the Bank’s trading activities,
risk profile, and prevailing and
forecast economic condition.
These analyses determine
whether potential losses from
extreme market conditions
remain within the limit level of
risk tolerance.

The results are presented to
MRMC on a monthly basis.
The BRC and RMC updated
on the results, in line with the
frequency of meetings were
held.

* Market Risk Monitoring and
Management

1.

Limit

Only authorized trading
activities that can be
performed by various trading
units are those which have
been approved for a product.
All trading risk positions are
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RISK MANAGEMENT

monitored by an independent
unit under the Risk
Management Group on daily
basis.

Monitoring is implemented by
an independent unit under Risk
Management Group. Limits
are approved to reflect the
availability and opportunities
of trading that have been
anticipated, which clearly
defined exception escalation
procedures. Exceptions,
including any temporary
breaches, are promptly
reported and escalated to the
relevant authorities.

2. Model Validation
Model validation is an
integral part of the Bank’s risk
control process. Risk models
are used to price financial
instruments and calculate
VaR.The Bank ensures that
the models are fit for their
intended purpose through
internal verification and
assessment by independent
party. The market rates used
for risk measurement and
valuation are acquired from
independent sources, thus
increasing the integrity from
the trading profit and losses
measurements and risk and
limit control measurement.

3. Back-testing
To ensure the ongoing integrity
of the VaR model, the Bank
conducts back-testing to
confirm the consistency of
actual daily trading P&L,
as well as theoretical P&L
towards the assumptions of
the statistics model.

4. Market Risk Management
System
The Bank’s market risk
management system is in
accordance with the scope, size
and complexity of its activities
and covers all materials, both
on and off-balance sheet.

The Bank uses Murex as a
main system to manage,
measure, and control market
risk exposures arise from the
trading and the banking book
portfolio.

e Risk Reporting
The Bank sees that risk reporting
is critical to ensure that timely
remedial action can be taken.
Business Unit, Risk Manager and
the management should be able
to have an independent, accurate,
reliable, and timely risk report.
The content, level and frequency
of reporting differ according to
the diversity in target audience
using the information either
for strategic, tactical or daily
transaction decision level.

VaR Table see on table 18 page 170
PVo1Table see on table 19 page 171

Market Risk-Weighted Assets (RWA)
see on table 20 page 171

ASSETS AND LIABILITIES RISK
MANAGEMENT

Assets and liabilities management

is the strategic management of the
balance sheet structure and liquidity
needs, in order to maximize the
adjusted returns over the long-term
risk and manage the overall interest
rate and liquidity risk in accordance to
the Bank’s risk tolerance and limit.

The main focus of the assets and
liability risk management is liquidity
risk and interest rate risk in the
banking book (“IRRBB”).

Assets and Liabilities Risk
Management Oversight and
Organization

The Asset Liability Management
Committee ("ALCO”) is responsible for
the oversight of the Bank’s balance
sheet management. ALCO consists

of the entire BOD and chaired by the
President Director.

Liquidity risk and IRRBB are
consistently reported and discussed
in the ALCO meeting, which is
regularly held at least once a month.
In addition, updates on liquidity-risk
and IRRBB positions are also being
reported to the meeting of Board
Risk Committee (“BRC”) and the
Board of Commissioners through
Risk Monitoring Committee (“RMC”)
meetings.

The analysis and control of the ALM
risks are conducted by the Market and
Liquidity Risk Management (MLRM)
Division, a risk management unit
which is responsible for monitoring,
measuring, and reporting on liquidity
and IRRBB risk.

Assets and Liabilities Risk
Management Framework and
Control
Risk management practice on
liquidity risk and IRRBB are guided
by Bank’s risk appetite statement.
Limit and policies to manage ALM
risk exposure are established in line
with the Bank’s strategies and risk
appetite. Some policies that guided
the implementation of liquidity risk
management and IRRBB are:

ALM Framework

Liquidity Management Policy

Interest Rate Risk in the Banking

Book Management Policy

Contingency Funding Plans (CFP)

Policy

Fund Transfer Pricing (FTP) Policy

Equipped with guidelines,
assumptions, methodologies,
monitoring and control procedures
in implementing the ALM risk
management process. Limits and
triggers are established for each
type of ALM risk to ensure that

the risk exposure is according to
predetermined tolerance boundaries.
These limits are set in line with the
risk appetite and balance sheet
strategy.

Policies and limits are appropriately
approved and consistently evaluated
and reviewed to ensure their relevance
against the external environment.
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Control system is equipped with an
escalation process to monitor the
risk profile against the approved
risk threshold. Regular simulation
and stress testing are provided to

anticipate potential market changes

and measure the capability of the
Bank to withstand against plausible
worst case condition.

Assets and Liabilities Risk
Management Measurement
and Approach

 Liquidity Risk Management
The liquidity risk refers to all risk

related to Bank’s ability to provide

sufficient funds to meet the
obligations and commitments.
The Liquidity risk management
aims to ensure that sufficient
funding sources are available to
meet financial obligations, as

well as to maintain the ability to
undertake new transactions when

itis needed. The Bank manages

and monitors operational liquidity
by projecting cash flows on a daily
basis based on the contractual and
behavioral approaches. Simulation
of liquidity exposure under stress

scenario is also being performed

to measure the resistance level of
the Bank’s liquidity position using
approved scenarios. Cash flows for

business as usual are monitored
through 120-day liquidity gap,
while the cash flow under stress

scenarios is monitored for 30 days

during a liquidity crisis scenario.

Liquidity ratio indicator such
as Loan to Funding Ratio (LFR),
Non-Bank Funding Ratio,

Medium Term Funding Ratio, Net

Interbank Borrowing ratio and
Deposit Concentration Ratio are
implemented to maintain the
optimal funding mix and asset.
These funding strategies are to
provide effective diversification
and stability of funding sources
across tenors, products, and
geographic position.

In addition, the Bank also
maintains sufficient Secondary
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Reserve Ratio (SRR), consisting
of government securities/
investment and high quality
corporate paper, to ensure the
adequacy of liquid asset reserves
for emergency use in liquidity
crisis.

Preparing for the Basel Il liquidity
standards, the Bank also monitors
the Liquidity Coverage Ratio (LCR)
on a daily basis.

The Bank has built an early
warning indicator, both
quantitative and qualitative, which
are monitored on a monthly basis,
to provide early warning to the
management with regards to
potential liquidity risk that might
occur. This early warning indicator
is useful for activating the
Contingency Funding Plan (“CFP”),
if necessary.

In order to obtain a general
description of Bank OCBC NISP
liquidity condition, the following
tables present information about
the Bank’s maturity profile and
liquidity ratios as of December 37,
2016.

Maturity Profile IDR Currency see
on table 21 page 171

Maturity Profile Foreign Currency
see on table 22 page 172

Maturity Profile All Currencies see
on table 23 page 173

Liquidity Ratio see on table 24
page 173

Interest Rate Risk in Banking Book
Management

Interest rate risk in the banking
book (“IRRBB”) is the risk to
earnings and capital arising from
mismatches in the timing of
repricing assets and liabilities in
the Bank’s banking book activities,
which may have been exposed to
adverse movements in interest
rate.

The IRRBB management aims to
ensure that the IRRBB exposure
can be identified, measured,
monitored and managed in
accordance within defined risk
tolerances. The IRRBB is analyzed
through the repricing gap and
interest rate sensitivity measures
such as present value of one
basis point (“PVo1”) method and
repricing gap profile analysis.

The other methods include the
impact of variety interest rate
scenarios on net interest income
and economic value of the
Bank’s equity. From the income
perspective, the Bank conducts a
simulation on impact of changes
in interest rates towards the Net
Interest Income (“NII”) and the
Bank’s performance. From the
economic value perspective, the
Bank analyzes and simulates the
Economic Value of Equity (“EVE”).

In addition, to assess impact of
extreme interest rate changes, the
Bank also performs a stress test
analysis, both anticipatively as
well as based on historical data, to
measure resilience against market
interest rates, changes including
the worst-case scenario.

To eliminate the IRRBB residing in
business unit, the Bank established
a Funds Transfer Pricing (“FTP”)
mechanism in order to transfer
the risk from the business units
to the Treasury at appropriate
FTP rates. This process facilitates
centralized management of
interest rate risk, transfer price
using rate that best reflects the
repricing characteristics of assets
and liabilities.

It has enabled business units to
focus on managing interest rate
spread between the underlying
market rate and the received
interest rate for an asset or settle
liabilities.

In order to obtain a general
description of Bank OCBC NISP’s
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RISK MANAGEMENT

interest rate risk in banking book,
the following tables present
repricing gap information as per
December 31,2016.

Repricing Gap All Currencies see on
table 25 page 174

e Systems and Infrastructure
In 2016, the Bank developed a
system and infrastructure for
modeling and reporting the
Basel Il Liquidity Coverage Ratio
(“LCR”) as a part of daily liquidity
reports. In addition, in order to
support the implementation of a
more effective risk management,
the Bank is in the process of
implementing a new system,
which is called “Fermat”, to allow
a more effective process of assets
and liabilities risk management.

OPERATIONAL RISK
MANAGEMENT

Operational risk is the risk of loss
resulting from inadequate or failed
internal processes, human error,
system and management failures,

or external events. With a support
from Senior Management, the
operational risk management aims to
manage losses that are unexpected
and unpredictable, including the
losses that had an enormous impact,
as well as to create new business
opportunities with controlled risks.

Supervision of Operational Risk
Management

In the organizational structure,
Operational Risk Management
Division is an independent, not
involved in the process that
associates with the business activity
or operation. Head of Operational
Risk Management Division provides
reports directly to the Director of Risk
Management.

Operational Risk Management
Committee (ORC) is a committee

that oversees the implementation

of operational risk management and
information technology security. It has

been applied effectively to support
the Bank’s business strategy. The
Bank has a framework, policies and
procedures for managing operational
risk exposure arising from business
activities and operations.

Supervision of Operational Risk
Management

Risk Management covers
identification, assessment/
measurement, treatment or
mitigation, monitoring and reporting
to operational risk exposure.

e Operational Risk Measurement
and Identification
Implementation of risk
management in division or
working units involves ORP
(Operational Risk Partner). Each
unit conducts self-assessment
periodically of the risks to the
existing process. Key Risk Indicator
(KRI) is used to give early warning
to take an appropriate action
prior to the potential risk that
causes damage. Control on trading
activities by end to end, is done
by Control Assurance Function.
Each year, management reports
to the CEO on the adequacy and
effectiveness of internal control

systems and the risk management.

To support the identification

and measurement process, the
Bank has established policies and
procedures that govern it, and
also system that can be accessed
by every working unit to report
operational risk exposure (Pro-
RPT system). Operational risk
measurement using RACM (Risk
Assessment Criteria Matrix) to
determine the level of risk of

an incident whether it is High,
Medium or Low, by considering
Likelihood and Impact factors.

e Operational Risk Mitigation
Operational risks mitigation is
created by each unit as the first
line of Defense. Operational Risk
Management Division on the
second Line of Defense conducts
oversight of the mitigation

measures that were made by the
unit to ensure that are sufficient in
controlling the risk event that does
not harm the Bank.

In order to reduce the significant
impact of losses, the Bank has
insurance program to enhance
awareness for employees to
minimize the fraud acts and cyber
attacks.

Business Continuity
Management

The Bank has business continuity
management to reduce disruption

to business processes and services

in a crisis situation. A review and
testing on the Business Sustainability
Management plan are conducted
every year.

Outsourcing

The Bank has owned policies for
managing the risks that arise in this
program in accordance with the
regulations.

Fraud Risk Management

The Bank implements four pillars
consisting of Prevention, Detection,
Investigation, Reporting & Sanction,
and Monitoring, Evaluation & Follow-
Ups. The whistleblowing program

has been conducted to detect a fraud
event, which is periodically reported
to Fraud Committee and BOC with the
handling and control improvements.

The Information Security
Technology Risk Management
Strategy

The Bank protects and ensures

the confidentiality, integrity and
availability of asset information by
implementing adequate controlling
measures to prevent and avoid misuse
of the Bank’s asset information.

The information technology risk
management framework is conducted
to ensure that risk of using technology
has been identified, managed or
mitigated, and monitored consistently
and continuously. The report is
presented periodically to Operational
Risk Management Committee.
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Cyber Security

The Bank continuously upgrades its
protection and monitoring methods
to combat increasing cyber attacks.
The Bank has established a 24-hour
Cyber Security Operation Center
(CSOCQ). With the application of
current technology the Bank also
periodically communicates and trains
all employees on cyber security.

Operational Risk-Weighted
Asset (RWA)

Operational Risk-Weighted Asset
(RWA) was calculated by Basic
Indicator Approach. The capital
allocation and Operational Risk-
Weighted Asset (RWA) can be seen
from table 26 page 174

LEGAL RISK MANAGEMENT

Legal risk occurs as a result of legal
claim and/or weaknesses in legal
aspects,among others:

1. Weaknesses in legal aspect caused
by weaknesses in contracts, for
example non-compliance of
legal requirement of agreement
or imperfect security/collateral
contract;

2. Absence and/or changes in
laws that caused a transaction
undertaken by the Bank become
incompliance with the respective
regulation.

3. Litigation arising from a claim/
lawsuit filed by a third party
against the Bank or alternatively
by the Bank against a third party.

Organization of Legal Risk
Management

Legal risk management is under
Corporate Legal Division and other
working units in the bank, which are:
Asset Recovery Management Division,
Human Capital Services Division and
Fraud Handling Team.

The organizational work patterns of

legal risk management are:

1. Corporate Legal Division requests
and receives reports, data and/
or documentation from other
working units for Legal Risk
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Management as determined by
Banking Authority.

2. Corporate Legal Division submits
feedback from Bank Management
or Bank Authority (if any) to
relevant working unit to follow-up
such reports.

Legal Risk Control Mechanism
Legal risk control is conducted based
on the Legal Risk Management
Strategy approach, such as:
1. Avoid
The Bank will not perform any
business activities that could
cause violation against the
prevailing laws and regulations.

2. Mitigation
In the event that there is still no
clear legislation on the prospective
Bank’s business/activities, the
Bank shall conduct necessary
actions in accordance with
the general legal knowledge/
provisions and banking best
practices in preventing and/or
mitigating Legal Risk.

3. Assign
Bank shall assign Legal Risk or
potential Legal Risk to competent
third party to settle/manage the
case.

In the event of Risk Issue and Risk
Event relating to legal matter in
litigation or non-litigation, each unit
shall:

1. Request legal opinion from
Corporate Legal Division according
to its authority and competence;
or

2. Submit request of legal assistance
and/or handling litigation cases
to the competent/authorized
working units in the Bank.

In order to control Inherent Legal Risk,
Corporate Legal Division may consult
with external agency (Public Notary
and Advocate/Legal Consultant/
External Lawyer).

STRATEGIC RISK MANAGEMENT

The strategic risk refers to the risk that
may arise due to any decisions and/or
implementation of the Bank’s strategy
which is improperly performed, and
the risks that may arise if the Bank
fails to respond or anticipate changes
in the business environment.

Strategic risk management at Bank
OCBC NISP is carried out by a process
of deliberation and decision-making

in a collective and comprehensive
manner within a group of oversight
and executive committees that
influence the strategic decisions in the
framework of the Bank’s policy.

In making strategic plans, Bank
OCBC NISP always plans carefully
and realistically to pay attention on
the principles of prudence and risk
management implementation. The
Bank’s strategic plan is prepared

by the Directors and after being
agreed by the Board, the plans

will be communicated to officials
or employees at every level of the
organization.

Each Division Head and Region
Head is responsible for ensuring the
alignment of the annual action plan
in each of their Divisions/Regions
to comply with the action plan
established by BOD.

The BOD and BOC perform periodic
review of achievement levels against
the financial target and realization of
the strategy and action plan within
the framework of Corporate Plan

and Bank Business Plan, through
various forums such as BOD meetings,
Customer Solution Forum, OCBC

NISP One Forum, CEO Dialogue, and
Committee Meetings.

COMPLIANCE RISK
MANAGEMENT

The complexity of the Bank’s business
activities provides a very large impact

on the risk exposure faced by the Bank
so that it is required to mitigate the

$19p|0y3ieyS 03 191391 s3y311y8iH [epueuly

3|yoid Auedwod

sisAjeuy pue uoissnasig Juswageueyy

o
[}
o
Q
0
o
=
©
o
=
)
=
o
o
(]
<
o)
=
=
)
=
o
o

Ay1j1qisuodsay |e1os ajelodiod

SJUaWIa}e]S [BIDUBUIY

ejeq ajesodio)



RISK MANAGEMENT

risk of the Bank’s business activities.
Considering the development of

the Bank’s business challenges and
higher risk, some efforts are needed to
mitigate the risks, which are ex-ante
and ex-post.

To mitigate compliance risk, the
Bank continues to abide by a
compliance culture and ensure the
internal compliance function is

well implemented, by carrying out

measures as the follows:

1. Implementing compliance culture
at every level of the organization
and in every business activity
undertaken by the Bank.

2. Managing compliance risk faced
by the Bank.

3. Ensuring that the Bank’s policies,
requirements, procedures and
business activities has complied
regulatory provisions and other
prevailing legislation.

4. Ensuring that the Bank complies
with the commitment that is
made to Bank Indonesia and/or
other supervisory authorities.

Indirectly, compliance risk is inherent
with the Bank’s risk that relates

to prevailing legislation and other
previsions such as credit risk (CAR,
Productive Assets Quality, Provisions,
LLL) and other related risk.

Compliance Risk Management
Strategy

In order to carry out the compliance

functions. In achieving these
objectives, Compliance Division
continuously strives to:

a.

Provide professional
recommendations to ensure
the suitability of the policies
and activities of the Bank with
applicable provisions.
Coordinate with business units
related to the opportunities
and threats as a result of new
regulations or the relaxation of
rules issued by the Regulator.
Ensuring compliance policies
and business activities of

the Bank with applicable
provisions through RRSA for
each working unit.

Raising compliance awareness and
compliance culture in the Bank
through several activities, namely:

a.

Managing and ensuring Bank’s
compliance with prevailing
regulations issued by the
regulator.

Improving the implementation
of the Compliance Function

in managing Compliance

Risk. As one of Compliance

Risk management efforts
throughout the organization
line in the Bank, Compliance
Division has implemented

a self-assessment on the
working units gradually.

Implementing integrated
governance within Financial

framework, improve the risk
management quality and
the compliance function as
well as increasing the level
of staff competence that run
the compliance function on
each of the Financial Services
Institutions.

c. Reviewing and improving
the governance framework
continuously.

Compliance Risk Monitoring
and Control Mechanism
Monitoring mechanism towards

the implementation of compliance

function is conducted by:

1. Monitoring of the implementation
of the Bank precautionary principle
among others, in the fulfillment
of ratios in accordance with the
prevailing regulations.

2. Monitoring on breaches
committed by the Bank,among
others, based on a letter from
the regulator and the results of
internal and external audit.

3. Monitoring in the form of
self-assessment is filling RRSA
(Regulatory Requirement Self-
Assessment). RRSA is a tool
for a working unit to monitor
compliance with regulations
that have a significant impact.
The application of RRSA is done
gradually by considering the
approach and available resources.

The results are periodically submitted

functions, Compliance Division
constantly designs and implements
working program to promote and

Conglomeration Framework. As
the designated Main Entity, Bank
OCBC NISP’s Compliance Division

by Compliance Division to BOD and
BOC in the BOD meetings in monthly
basis and BOC meetings in quarterly

preserve the compliance awareness
and culture across the organizational
lines. The compliance work program
continues to support the company

in achieving its goals and objectives
through a transparent and a risk-
based process that identifies which
activities are high risk or may pose a
significant risk to the company.

Compliance Division has set the core

strategies to implement compliance

function, such as:

1. Being a reliable partner for the
business units and other support

implements integrated compliance
functions by:

a.

Ensuring that Integrated
Governance is in the Integrated
Governance framework which
has been approved and in
accordance with the prevailing
regulations by conducting the
monitoring and assurance

to each Financial Services
Institutions.

Increasing the level of
governance in each Financial
Services Institutions to
strengthen the governance

basis.

REPUTATION RISK
MANAGEMENT

Reputation Risk Management
Organization

The Bank has a strong commitment in
managing reputation risk. A number
of work units have been appointed

as stakeholder management in
managing reputation risks in Bank
OCBC NISP, namely Human Capital
Group Division, Network Sales
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Management Division, Corporate
Communication and Corporate
Secretary.

Reputation Risk Management
Policies and Mechanism in
Improving Customer Service
Quality
The process and implementation of
reputation risk management include:
1. Anticipating negative perception
that may induce risk to Bank OCBC

NISP’s reputation by:

a. Conveying information about
the company, employees, and
internal activities, as well as
product and services through
a variety of communication
channel.

b. Publishing the Bank’s quarterly
financial statement and
performance through mass-
media and website.

c. Conducting Corporate Social
Responsibility (CSR) activities
to understand more about
banking.

d. Developing and maintaining
harmonious relationship with
local and national media to
open information access and
provide news source.

e. Conducting measurable
surveys of customer
expectation in order to
obtain feedback directly from
customer.

f. Inthe case of negative
coverage emerged, the
bank will proactively seek
information and have
necessary preparation to get
the best solution for all parties.

2. Managing process to handle
customer complaints, including:

a. Forming a sub-division
specifically to address
customer complaints via
phone (24 hours), mails, emails
and social media.

b. Receiving customer complaints
through branch offices,
website, mass media and social
media which are centralized
to Complaint Handling
Management (CHM) and

Bank OCBC NISP 2016 Annual Integrated Report

followed up through related
divisions/ work unit.

c. Monitoring the recorded
complaints in CHM and
their follow-up actions
and monitoring the active
Service Level Agreement
(SLA).The complaints are
analyzed periodically through
coordination with related
work units in order to do
anticipatory action in the
future.

3. Conducting periodic and
comprehensive monitoring to
potential impact on the Bank’s
reputation,among others:

a. Monitoring the company’s
news through printed and
online/ digital media which
are reported to BOD on a daily
basis.

b. Reviewing business
cooperation through New
Product Approval Process
(NPAP) by all related functional
specialist.

c. Analyzing the suitability of
product with customer profile
and informing risk & return
transparently.

Reputation Risk Management

in Crisis Situation

1. The Bank has a Business
Continuity Plan in crisis situation,
that is if any event may potentially
disrupt services and harm
the reputation should occur.

This procedure includes crisis

management, such as:

a. Emergency resolution,

b. Customer transaction
services during crisis and alert
situation.

c. Accelerating the recovery
process in a disastrous
situation.

d. Implementing back-up system
to avoid high risk business
failure.

2. The Bank has formed a Crisis
Management Team which is
responsible in coordinating crisis
management.

3. Conducting Crisis Communication,
namely to coordinate crisis
communication to customers and
other external parties including
mass media.

Active supervision on reputational risk
management at the Bank is carried
out by BOC and BOD by monitoring
the risk level, mitigating and
governing the reputation risk.

INTERNAL CONTROL SYSTEM

The Bank has owned an Internal
Control System Policy, a controlling
mechanism which is determined
continually by the management.The
internal control system covers five
main components, which are:

1. Management supervision and
control supporting environment
(control environment).

2. Process of risk identification,
measurement and management
(risk assessment).

3. Activation of control and
segregation of role and
responsibilities (control activities).

4. Reliability in effective information
and communication (information
and communication).

5. Monitoring and improvement of
weakness (monitoring).

The implementation of Internal
Control involves an active role from

all parties, such as BOC, BOD, Audit
Committee, Internal Audit Division,
Operational Risk management
Division, Compliance Division,
Operation Monitoring Division, Quality
Assurance, Business Unit Division
Head, Operational Unit and support
units as well as all the Bank’s staffs
who are stationed at both Head Office
and Branch Office.

The Internal Control is implemented
towards the following:
1. Operational Control, such as:
a. Daily operational processes
which are supported
by policies, procedures,
provision on transaction
limit provisions, approval
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RISK MANAGEMENT

authorities, authorization,
verification, reconciliation, four-
eyes principle, and roles and
responsibilities separation.

b. A complete risk review must
be conducted on new products
and activities. Every risk
attached to new products and
activities must have proper
mitigation and control before
getting implemented.

c. Riskand Control Self-

2.

Control of Compliance with
Regulations and Legislations, such

as:

a.

The commitment of the Bank’s
management and employees
to comply with the regulations
issued by the Regulator while
running the Bank’s business
and operational activities.

The Bank owns a Compliance
Division which is not

involved in any businesses

businesses and operational
activities.

4) Information system and
communication channel
which observes the
principles of information
security are protected by
an excellent encryption
system protection and
education for data and
information security.

Assessment (RCSA) has also or operational activities. Alignment with COSO
been implemented by the This division supports Bank’s International System and
Bank for early identification compliance to applicable Regulations

of control weakness in
operational process. The
improvement plan has also
been drafted to mitigate
potential risks. The RCSA
results were reported to the
Operational Risk Management
Division on a regular basis.

d. The Bank also implemented
Key Risk Indicator (KRI) as
an approach to identify

regulations.

The Regulatory Requirement
Self-Assessment (RRSA) by
Working Units and assurance
process on RRSA which are
conducted by the Compliance
Division, to give an assurance
to the Bank’s management on
compliance with the applicable
regulations.

In designing the Internal Control
System, the Bank combines a
number of references, including the
regulations issued by the Regulator
and Committee of Sponsoring
Organizations of the Treadway
Commission (COSO), with the aim to
ensure:
a. Compliance with the applicable
regulations and legislations
b. Availability of correct, complete

weaknesses based on
quantitative analysis on

The implemented monitoring
programs were done by, among

and timely financial information
and control

indicator/ parameter which others, the Quality Assurance, c. Efficiency and effectiveness of
affects the Bank’s risk Operation Monitoring and Internal Bank’s business activities.
exposure. The result was Audit. d. Improvement of the risk culture

reported to the Operational
Risk management Division on 3.

effectiveness at the organization.
Financial Control, such as:

a regular basis.

e. Routine review and updates
on the policies and procedures
to ensure the adequacy of
control activities is in line with
Bank’s internal and external
environment.

f. Toensure that the Bank’s
operational and business
activities may still runiin a
crisis situation, whether it is
caused by internal or external
factors, the Bank has prepared
a Business Continuity Plan
which is updated and tested
on a regular basis.

g. Monthly and quarterly
regular report on the Bank’s
performance as well as issues
and risks, along with their
resolution, were submitted to
BOD and BOC.

a.

b.

Bank’s strategies which are

stated in the Bank’s Business

Plan, for both short-term and

long-term achievement

The Business Plan is drafted by

considering the Bank’s capital

power, not only to support its
business growth, but also to
strengthen effective control,
including:

1) The separation of roles and
responsibilities which is
supported by prominent
system and human
resources.

2) The formation of
Controlling Unit and
Quality Assurance which
supervise the process of
each related working unit.

3) Risk Management Working
Unit, Compliance Division
and Internal Audit which
are independent from any

Evaluation of the Effectiveness
of Internal Control System
Management has submitted
statements of internal control
adequacy to the Board of
Commissioners stating that the
internal control and risk management
have been done adequately and
effectively.

RISK MANAGEMENT
EVALUATION

Evaluation related to risk
management at Bank OCBC NISP has
become a routine activity, because the
Bank has operated effective systems
and procedures for monitoring, hence
allowing in-depth and thorough
evaluation process. By implementing
routine evaluation, the Bank will be
able to identify any potential risk that
could emerge and make a significant
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impact on the Bank, to understand
every taken risk and to prepare the
appropriate strategies to mitigate
each risk.

Evaluation on risk management is
not only undertaken by working
units in the Risk Management

Group and internal audit unit as
independent supervisors, but is also
actively handled by the BOC and
BOD. At the Board level, an active
oversight mechanism is done through
committees that are specially formed
related to the scope of each type of
risk being managed.

At the level of the BOC, the Risk
Monitoring Committee has main task
to approve and to evaluate the Bank’s
risk appetite, risk limit, and the Bank’s
risk profile, to approve the Bank’s

risk management framework and
policies, and monitor and evaluate the
performance of the Risk Management
Committee and risk management
unit. The Committee meets at least
once in every three months to make
evaluation, provide approval, and
discuss issues related to risk, potential
losses and mitigation measures.

At the BOD’s level, there are several
committees related to the risk
management function in charge of
different scopes, namely The Board
Risk Committee (BRC), Credit Risk
Management Committee, Market
Risk Management Committee, Asset
and Liability Committee, Specific
Provision Committee, Operational Risk
Management Committee, and Fraud
Committee.

Active Supervision carried out in 2016
can be seen at the description of the

Bank’s Committees in GCG part page
120-121

A more in-depth evaluation is carried
out by the risk management unit
and other related supporting units
using the Risk-Based Bank Rating
(RBBR) approach in accordance with
guidelines on banks’ financial health
through risk profile assessment. Risk
profile assessment is performed

Bank OCBC NISP 2016 Annual Integrated Report

regularly on a quarterly basis through
an evaluation process, commencing
with eight types of inherent risk up to
evaluation on the quality of Bank’s risk
management application in managing
the eight types of risk. The eight
inherent risks are: credit risk, market
risk, liquidity risk, operational risk, legal
risk, strategic risk, compliance risk, and
reputational risk.

Evaluation on the quality of risk
management application on these
risks includes: risk governance,

risk management framework,

risk management processes, the
adequacy of information systems,
human resources and control system.
The output of the assessment

and evaluation of inherent risks

and quality of risk management
application is summarized as the
Bank’s overall risk profile, subsequently
submitted and evaluated by BOC
through Board Risk Commitee

and BOD through Risk Monitoring
Committee.

As testimony that risk management
governance and application at Bank
OCBC NISP has operated well and
provided additional values, Bank

had managed to retain the title of
“Indonesia Most Trusted Company” by
CGPI Award (Corporate Governance
Perception Index) for the fifth time in
2016.

REVIEW ON THE EFFECTIVENESS
OF RISK MANAGEMENT SYSTEM

Oversight and evaluation of risk
management is performed by a
number of committees related to
risk management and the Internal
Audit unit. As executor of internal
control and risk assurance, Internal
Audit will actively make evaluation
and recommendations on the quality
and processes of risk governance
at Bank OCBC NISP as a whole. In
addition to internal evaluation, the
Bank also obtains independent risk
management evaluation from the
external auditor and other external
parties. Based on assessment

completed in 2016, Internal Audit
considers that the overall risk
management system is generally
acceptable.

RISK MANAGEMENT MOVING
FORWARD

Considering developments in
banking activities that have become
increasingly diverse and complex
and accompanied by rising potential
risk, the Bank will continually

refine risk management system, in
terms of organizational structure
and human resources, policies and
procedures, supporting systems, and
methodologies.

Risk Management Group has risk
management strategy plans with
focus on:

1. Aligning the credit growth
portfolio with the macroeconomic
condition according to the market
target and risk acceptance criteria.

2. Enhancing the capacity of human
resources in order to meet the
adequacy of risk analytics and
monitoring systems.

3. Implementing systems and
leading-edge risk management
tools.

4. Optimizing the use of rating
and scoring models for the
implementation of Basel Il Internal
Rating Based.

5. Ensuring compliance with the
Basel Il liquidity standards.

6. Establishing control assurance
functions in critical areas.

7. Running the policy lifecycle
management consistently.

8. Developing risk management
methodologies.

9. Developing the Bank’s function
as Main Entity to improve risk
management in the affiliated
Financial Services Institution (FSI)

With effective risk management
planning, the Bank will be able

to anticipate the challenges and
constraints in running the business,
in order to be able to provide the
best service to all customers.In
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RISK MANAGEMENT

addition, the Bank will also be able to anticipate regulatory changes made by Bank Indonesia, particularly related to the
implementation of Basel’s Pillar 2 provision, such as Internal Capital Adequacy Assessment Process (ICAAP), interest rate risk
in the banking book, and credit concentration risk; as well as preparation for the implementation of Basel Ill requirements,
including liquidity risk management (Liquidity Coverage Ratio / LCR, Net Stable Funding Ratio/ NSFR, and Leverage Ratio).

Risk Management Risk Rating

L in Previous Year

Inherent Risk Rating Implementation Quality

Rating

Q4-2016

Q4-2015

Credit Risk Low to Moderate Strong Low to Moderate* Low to Moderate
Market Risk Low to Moderate Strong Low Low to Moderate
Liquidity Risk Low to Moderate Strong Low Low to Moderate
Operational Risk Low to Moderate Satisfactory Low to Moderate Low to Moderate
Legal Risk Low Satisfactory Low Low to Moderate
Strategic Risk Low Strong Low Low to Moderate

Compliance Risk

Reputation Risk

Low to Moderate

Low

Satisfactory
Strong

Low to Moderate

Low

Low to Moderate

Low to Moderate

Composite Risk Rating Low Low to Moderate

* Adjusted

The Bank’s overall risk profile for the fourth quarter of 2016 was “Low”, improved compared to the composite risk ranking
at the previous end of year period. This rating indicates the improvement of risk management, which will continue to be
maintained and or even improved in the future in order to achieve a sustainable performance.
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TABLE OF RISK MANAGEMENT

Table 1 Disclosure of Net Receivables Risk Weighted after Credit Risk Mitigation — Bank Individually

in million IDR

December 31,2016
No Portfolio Category Net Receivable After Credit Risk Mitigation

Capital
Charge
Others

Balance Sheet
Exposures

1. Claimson

Government/ 31,498,501 - - - - - - - - - - -
Sovereign
2. Claims on Public Sector
Entities ) ) ) - - 794179 - - - - 397,090 31,767
3. Claims on Multilateral
Development Banks i . . . . . . i i ) ) i
and International
Entities
4. Claims on Banks - 1,105,720 - - - 2,901,452 - - - - 1,661,446 132,916
Claims Secured by
Residential Property ) ) 6,005,507 - - - - - - - 2,101,927 168,154
6. Claims Secured b
Commercial Real)llEstate : ) : : ) : S : - 30361799 2,428,944
7. Claims on Pension i i . . . . . i i ) ) i
Loans
8.  Claims on Micro, Small,
and Retail Portfolio : : : : : - 3632312 - - - 2689173 215134
9. Claims on Corporates - 1,166,608 - - - 357,797 - 54,551,111 126,128 - 52,383,026 4,190,642
10. Claims on Past Due
Exposures : : : : - - - 87,598 508,343 = 849,302 67,944
1. Other Assets - - - - - - - 3,871,014 421,130 - 3,620,960 289,677
12.  Sharia Exposures - - - - - - - - - - 810,961 64,877
Total Balance Sheet 31,498,501 2,272,328 6,005,507 - - 4,053,428 3,632,312 89,325,989 1,055,601 - 94,875,684 7,590,055

Exposures

1. Claimson

Government/ - - - - - - - - - - - -
Sovereign
2. Claims on Public Sector
Entities ) ) ) - - 139,291 - - - - 69,645 5,572
3. Claims on Multilateral
Development Banks . ) . ) ) ) ) . . . ) )
and International
Entities
4. Claims on Banks - - = s s 503 : 55,872 c = 28,187 2,255
5. Claims Secured by i i . . . . . . . i i .
Residential Property
6. Claims Secured b;
Commercial ReaI}IIEstate 1389 ) ) ) 867931 ) ) ) ) 879320 70346
7. Claims on Pension . . . . . . . . . . . .
Loans
8. Claims on Micro, Small,
and Retail Portfolio : 35122 : : : 127,035 - 231,153 - = 294,982 23,599
9. Claims on Corporates - 663,641 - - - 3,664,796 - 1,462,733 - - 5791170 463,294
10. Claims on Past Due
Exposures : 40 : : : o : : : : 302 24
1. Sharia Exposures (if i i ) ) ) ) ) . . i i )
any)
Total Exposures on
- 710,192 - - - 4,799,717 - 1,749,758 - - 7,063,606 565,090

Administrative Account

Bank 