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2013 IMN Survey of National Progress in the Implementation of G20/FSB Recommendations

Indonesia
No | Description G20/FSB Recommendations Remarks Progress to date Next steps
I. Refining the regulatory perimeter
1 Review of the We will each review and adapt the Jurisdictions should indicate the steps Implementation ongoing or completed Planned actions (if any):
boundaries of the boundaries of the regulatory framework | taken to expand the domestic regulatory . ) o ] ) o
(2) | regulatory framework | to keep pace with developments in the framework to previously unregulated If “ Not applicable g or r,]Apptl)lcable but | In general non-banking activities that fall
including strengthening | financial system and promote good entities, for example, non-bank financial 2&&%28” ?Qgslzagreovi'dé a t??iefeen under the FSB definition on shadow
of oversight of shadow | practices and consistent approaches at an | institutions (e.g. finance companies, justificefti%n: P banking activities and that due to their
banking international level. (London) mortgage insurance companies, credit L size or number could pose systemic risk
: Issue is being addressed through : POSE Systemic risks
hedge funds) and conduits/SIVs etc. . : . g' have been regulated and supervised by
L1 Primary / Secondary legislation . e .
) o Indonesian authorities. Indonesian
I Regulation /Guidelines authorities will continue monitoring the
o - . [ Other actions (such as supervisor
(1) We agree to strengthen the regulation Jurisdictions should indicate policy actions), pleas(e specify: P Y. | development of the FSB

and oversight of the shadow banking
system." (Cannes)

measures to strengthen the regulation and
oversight of the shadow banking system.
See, for reference, the recommendations
discussed in section 2 of the October
2011 FSB report: Shadow Banking:
Strengthening Oversight and Regulation.

Status of progress :

Reform effective (completed) as of :
2012

Short description of the content of the
legislation/ regulation/guideline:
Following the enactment of Law No. 21
of 2011 concerning Financial Services
Authority (Otoritas Jasa Keuangan —
0JK), Indonesia has formally established
Indonesia Financial Services Authority
(OJK). This Law introduces the change
of regulatory structure in Indonesia.
According to the OJK Law, OJK has the
authority to exercise an integrated
supervisory framework of all financial
services in Indonesia (banking, Non-
Bank Financial Institutions — NBFls, and
capital market). The OJK has officially

recommendations for regulation and
oversight of shadow banking and
consider the necessity to adopt the
recommendations if feasible for
Indonesian market.

Expected commencement date:

Web-links to relevant documents:

1

2

This recommendation will be retained until the monitoring framework for shadow banking, which is one of the designated priority areas under the CFIM, is established.



http://www.financialstabilityboard.org/publications/r_111027a.pdf
http://www.financialstabilityboard.org/publications/r_111027a.pdf
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run since 1 January 2013 after the OJK
assumed responsibilities to regulate and
supervise capital market and NBFIs from
Bapepam-LK. On 1 January 2014, the
OJK will take over regulatory and
supervisory responsibilities of Indonesia
banking system from Bank Indonesia
(BI). Following the transfer of banking
regulatory and supervisory functions
from Bl to OJK, BI will assume new
responsibility as the authority of
macroprudential regulation and
supervision. The integrated supervisory
framework that will be performed by the
OJK will enhanced the current
supervisory framework in Indonesia that
has covered activities that fall under the
FSB definition of shadow banking such
as finance companies and money market
mutual funds (under mutual funds
regulation), etc. These activities are
subject to supervisory and regulatory
frameworks of the OJK. Activities of
shadow banking entities, such as finance
companies have been well monitored.
Before the establishment of OJK, several
regulations have governed activities of
NBFIs such as finance companies,
microfinance institution, securities firms,
money market mutual funds, collective
investment schemes, and asset backed
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securities. The regulations of the NBFIs
cover among other issues regarding
licensing, limitation on leverage/asset
concentration, restriction on maturity
transformation, limitation on liabilities
concentrations, liquidity buffers,
investment in illiquid assets, etc.
Furthermore, even before the FSB
discusses the regulatory and supervisory
framework of shadow banking activities,
Indonesia authority already has the
power to collect relevant data and
information, carry out supervisory
inspections, take enforcement actions
(including impose administrative
sanctions), etc. Moreover, to prevent
money laundering activities through
NBFIs, the regulator requires the
implementation of Know Your Customer
Guidelines. In addition, as banks are
required to consolidate all activities
conducted by their financial institution
subsidiaries, it is expected that a small
part of the intermediaries’ activities
conducted by non-bank financial
institutions that fall under the FSB
definition of shadow banking are
captured by the supervision and
examination by the banks’ supervisors.

Web-links to relevant documents:
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Indonesia
No | Description G20/FSB Recommendations Remarks Progress to date Next steps
Il. Hedge funds
2 | Registration, We also firmly recommitted to work in | Jurisdictions should indicate the progress | ot appjicable Planned actions (if any):
3 appropriate disclosures | an internationally consistent and non- made in implementing the high level I “ Not applicable * or “Applicable but

and oversight of hedge
funds

discriminatory manner to strengthen
regulation and supervision on hedge
funds ...(Seoul)

Hedge funds or their managers will be
registered and will be required to
disclose appropriate information on an
ongoing basis to supervisors or
regulators, including on their leverage,
necessary for assessment of the systemic
risks they pose individually or
collectively. Where appropriate
registration should be subject to a
minimum size. They will be subject to
oversight to ensure that they have
adequate risk management. (London)

principles contained in IOSCO’s Report
on Hedge Fund Oversight (Jun 2009)
that inter-alia included mandatory
registration and on-going regulatory
requirements such as disclosure to
investors.

no action envisaged ...” has been
selected, please provide a brief
justification:

Issue is being addressed through :
[1 Primary / Secondary legislation
[J Regulation /Guidelines

1 Other actions (such as supervisory
actions), please specify:

Status of progress :
[No response]

Short description of the content of the
legislation/ regulation/guideline:

Web-links to relevant documents:

Expected commencement date:

Web-links to relevant documents:



http://www.iosco.org/library/pubdocs/pdf/IOSCOPD293.pdf
http://www.iosco.org/library/pubdocs/pdf/IOSCOPD293.pdf
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No Description G20/FSB Recommendations Remarks Progress to date Next steps
3 Establishment of We ask the FSB to develop mechanisms | Jurisdictions should indicate the progress | Not applicable Planned actions (if any):
@) international for cooperation and information sharing | made in implementing the high level If “ Not applicable “ or “Applicable but

information sharing
framework

between relevant authorities in order to
ensure effective oversight is maintained
when a fund is located in a different
jurisdiction from the manager. We will,
cooperating through the FSB, develop
measures that implement these principles
by the end of 2009. (London)

principles in I0OSCO’s Report on Hedge
Fund Oversight (Jun 2009) on sharing
information to facilitate the oversight of
globally active fund managers.

no action envisaged ...” has been
selected, please provide a brief
justification:

Issue is being addressed through :
[] Primary / Secondary legislation
L] Regulation /Guidelines

1 Other actions (such as supervisory
actions), please specify:

Status of progress :
[No response]

Short description of the content of the
legislation/ regulation/guideline:

Web-links to relevant documents:

Expected commencement date:

Web-links to relevant documents:



http://www.iosco.org/library/pubdocs/pdf/IOSCOPD293.pdf
http://www.iosco.org/library/pubdocs/pdf/IOSCOPD293.pdf
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4 | Enhancing counterparty | Supervisors should require that Jurisdictions should indicate specific Implementation ongoing or completed Planned actions (if any):
5) risk management institutions which have hedge funds as policy measures taken for enhancing If “ Not applicable “ or “Applicable but
their counterparties have effective risk counterparty risk management and no action envisaged ...” has been Expected commencement date:
management, including mechanisms to strengthening their existing guidance on | selected, please provide a brief P )
monitor the funds’ leverage and set limits | the management of exposure to leveraged Justification:
i counterparties. Issue is being addressed through :
for single counterparty exposures. P O pri L Web-links to relevant documents:
(London) See, for reference, the following BCBS Primary / Secondary legislation
documents : M Regulation /Guidelines
L1 Other actions (such as supervisory
(6) Supervisors will strengthen their existing | @  Sound Practices for Banks' actions), please specify:

guidance on the management of
exposures to leveraged counterparties.
(Rec. 11.17,FSF 2008)

Interactions with Highly Leveraged
Institutions (Jan 1999)

e Banks' Interactions with Highly
Leveraged Institutions (Jan 1999)

e Basel Ill (June 2011) — relevant
references to counterparty credit risk
standards

Status of progress :

Reform effective (completed) as of :
2006

Short description of the content of the
legislation/ regulation/guideline:

Bl has a regulation that governs limits for
single counterparty exposures. Bl
regulation governs the maximum limit
related with the provision of funds to
individuals, groups of borrowers and
related parties with banks. The purpose
of the limits is to avoid a bank’s failures
as a result of concentration in the
provision of funds. The regulation itself
seeks to address: a) The concentration of
banks’ fund to a single borrower or a
group of borrowers (this is one of the
causes of bank failures). b) The provision
of funds with increasingly complex risk
structures (as a result of innovations in



http://www.bis.org/publ/bcbs46.pdf
http://www.bis.org/publ/bcbs46.pdf
http://www.bis.org/publ/bcbs46.pdf
http://www.bis.org/publ/bcbs45.pdf
http://www.bis.org/publ/bcbs45.pdf
http://www.bis.org/publ/bcbs189.pdf
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the banking area) Furthermore, Bl
regulations such as concerning risk
management in general have captured
elements that should be considered by
banks for their interactions with
counterparties. Bl governs that banks are
prohibited conducting transactions with
counterparties if there is no underlying of
the transactions or for speculation
purposes. Moreover, there are also
limitations of the transactions’
underlying, such as the underlying must
not in the forms of equity and
commodity. Regarding Basel 11
requirements on counterparty credit risk,
BI considers to adopt the requirements as
part of the Basel 11l adoption in
Indonesia.

Web-links to relevant documents:
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I11. Securitisation

5
()

(8)

Improving the risk
management of
securitisation

During 2010, supervisors and regulators

will:

e implement IOSCO’s proposals to
strengthen practices in securitisation
markets. (FSB 2009)

The BCBS and authorities should take
forward work on improving incentives
for risk management of securitisation,
including considering due diligence and
guantitative retention requirements by
2010. (London)

Securitization sponsors or originators
should retain a part of the risk of the
underlying assets, thus encouraging them
to act prudently. (Pittsburgh)

Jurisdictions should indicate the progress

made in implementing the

recommendations contained in:

¢ |OSCO’s Report on Global
Developments in Securitisation
Regulation (Nov 2012) including
justification for any exemptions to
IOSCO requirements; and

e BCBS’s Basel 2.5 standards on
exposures to securitisations (Jul 2009),
http://www.bis.org/publ/bcbs157.pdf
and
http://www.bis.org/publ/bcbs158.pdf

Implementation ongoing or completed

If “ Not applicable “ or “Applicable but
no action envisaged ...” has been
selected, please provide a brief
justification:

Issue is being addressed through :
[1 Primary / Secondary legislation
M Regulation /Guidelines

1 Other actions (such as supervisory
actions), please specify:

Status of progress :

Reform effective (completed) as of :
2005

Short description of the content of the
legislation/ regulation/guideline:

For banking sector, with regard to the
securitization exposures, Bl has issued its
prudential regulation on securitization
practices in 2005 with the main element
covering traditional securitisation.
Nonetheless, at present, securitization
exposures are relatively immaterial. The
prevailing regulation on securitization is
considered very conservative and
discouraging banks to undertake
securitisation activities. In this regard, if
a bank fails to meet all the requirements,
it must treat all the securitised assets as
its own assets and all prudential

Planned actions (if any):

Expected commencement date:

Web-links to relevant documents:



http://www.iosco.org/library/pubdocs/pdf/IOSCOPD394.pdf
http://www.iosco.org/library/pubdocs/pdf/IOSCOPD394.pdf
http://www.iosco.org/library/pubdocs/pdf/IOSCOPD394.pdf
http://www.bis.org/publ/bcbs157.pdf
http://www.bis.org/publ/bcbs158.pdf
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regulations will apply. According to Bl
regulation, banks as originator may retain
at maximum 10% of total value of
securitized financial assets. The limit is
applied to ensure that de-recognition of
securitized financial assets from banks’
balance sheet could meet clean sale/true
sale requirements. Considering that the
securitization exposures in Indonesia are
currently insignificant with subdued
prospects, although Bl is currently
working on the adoption of Basel 111
capital requirements, Bl needs to wisely
consider the relevance and cost &
benefits of adopting the Basel 111
recommendation in this area at this time.

Web-links to relevant documents:

10
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Indonesia
No Description G20/FSB Recommendations Remarks Progress to date Next steps
6 Strengthening of Insurance supervisors should strengthen | Jurisdictions should indicate the policy Not applicable Planned actions (if any):
©) regulatory and capital the regulatory and capital framework for | measures taken for strengthening the If « Not applicable “ or “Applicable but

framework for
monolines

monoline insurers in relation to structured
credit. (Rec 11.8 ,FSF 2008)

regulatory and capital framework for
monolines.

See, for reference, the following
principles issued by IAIS:

e |CP 13 — Reinsurance and Other
Forms of Risk Transfer

e |CP 15 - Investments, and
e |ICP 17 - Capital Adequacy.

Jurisdictions may also refer to the
IAIS Guidance paper on enterprise
risk management for capital adequacy
and solvency purposes (Oct 2008).

no action envisaged ...” has been
selected, please provide a brief
justification:

Issue is being addressed through :
[] Primary / Secondary legislation
[] Regulation /Guidelines

1 Other actions (such as supervisory
actions), please specify:

Status of progress :
Reform effective (completed) as of :

Short description of the content of the
legislation/ regulation/guideline:

Web-links to relevant documents:

Expected commencement date:

Web-links to relevant documents:

11



http://www.iaisweb.org/index.cfm?pageID=689&icpAction=listIcps&icp_id=7
http://www.iaisweb.org/index.cfm?pageID=689&icpAction=listIcps&icp_id=2
http://www.iaisweb.org/index.cfm?pageID=689&icpAction=listIcps&icp_id=1
http://www.iaisweb.org/index.cfm?pageID=41&lyrHighlightWord=credit&searchvalue=credit
http://www.iaisweb.org/index.cfm?pageID=41&lyrHighlightWord=credit&searchvalue=credit
http://www.iaisweb.org/index.cfm?pageID=41&lyrHighlightWord=credit&searchvalue=credit
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No Description G20/FSB Recommendations Remarks Progress to date Next steps
7(10) | Strengthening of Regulators of institutional investors Jurisdictions should indicate the policy | |njementation ongoing or completed Planned actions (if any):

supervisory
requirements or best
practices for investment
in structured products

should strengthen the requirements or
best practices for firms’ processes for
investment in structured products. (Rec
11.18 ,FSF 2008)

measures taken for strengthening best
practices for investment in structured
product.

See, for reference, the principles
contained in 10SCO’s report on Good
Practices in Relation to Investment
Managers” Due Diligence When Investing
in_Structured Finance Instruments (Jul
2009) and Suitability Requirements for
Distribution of Complex Financial
Products (Jan 2013).

Jurisdictions may also refer to the Joint
Forum report on Credit Risk Transfer-
Developments  from 2005-2007  (Jul

2008).

If “ Not applicable * or “Applicable but
no action envisaged ...” has been
selected, please provide a brief
justification:

Issue is being addressed through :
LI Primary / Secondary legislation
M Regulation /Guidelines

L1 Other actions (such as supervisory
actions), please specify:

Status of progress :

Reform effective (completed) as of :
2009

Short description of the content of the
legislation/ regulation/guideline:
According to Bl regulation, banks are
only allowed to conduct transactions on
derivatives with underlying foreign
exchange and interest rate. Therefore, the
requirement implies that the banks are
only allowed to invest in structured
products that meet the regulatory
requirements concerning derivatives. In
addition, before investing in certain
products the banks are also required to
consider requirements on assets quality
regulation. Bl regulation on asset quality,
if banks invest in derivative
products/structured products, banks
should provide to regulator information

Expected commencement date:

Web-links to relevant documents:

12



http://www.iosco.org/library/pubdocs/pdf/IOSCOPD300.pdf
http://www.iosco.org/library/pubdocs/pdf/IOSCOPD300.pdf
http://www.iosco.org/library/pubdocs/pdf/IOSCOPD300.pdf
http://www.iosco.org/library/pubdocs/pdf/IOSCOPD300.pdf
http://www.iosco.org/library/pubdocs/pdf/IOSCOPD300.pdf
http://www.iosco.org/library/pubdocs/pdf/IOSCOPD400.pdf
http://www.iosco.org/library/pubdocs/pdf/IOSCOPD400.pdf
http://www.iosco.org/library/pubdocs/pdf/IOSCOPD400.pdf
http://www.bis.org/publ/joint21.pdf
http://www.bis.org/publ/joint21.pdf
http://www.bis.org/publ/joint21.pdf
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regarding underlying of the products,
rating, issuer, etc. Such information
would assist Bl supervisors to determine
and categorize risk of the products.
Furthermore, if banks plan to issue
structured products, Bl has also
regulation regarding Prudential Principles
in the Implementation of Structured
Products Activities for Commercial
Banks. This regulation expects banks to
understand nature and risk of the products
and requires banks to among others
formulate/setup a business plan, perform
risk management in an effective manner,
determine the classification of customers,
disclose product information, and submit
a report to Bank Indonesia. Moreover, if
banks failed to meet the requirements,
banks will be subject to the following
sanctions: ¢ administrative
warning/reprimand; « lowering bank
rating; ¢ prohibition against participating
in clearing activities; » suspension and
revocation of approval for certain
business activities, both for a specific
branch office and for the Bank as a
whole; ¢ termination of the Bank’s
management and subsequent appointment
of a temporary management replacement;
and/or « placing members of the bank’s
management, employees or, shareholders

13
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in blacklist. Bl considers the prevailing
regulation is adequately conservative for
activities on structured products in
Indonesia. Therefore, no further revisions
to the prevailing regulation are envisaged
at this time.

Web-links to relevant documents:

14
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No Description G20/FSB Recommendations Remarks Progress to date Next steps
8 Enhanced disclosure of | Securities market regulators should work | Jurisdictions should indicate the policy Implementation ongoing or completed Planned actions (if any):
(11) securitised products with market participants to expand measures taken for enhancing disclosure If “ Not applicable “ or “Applicable but

information on securitised products and
their underlying assets. (Rec. 111.10-
111.13, FSF 2008)

of securitised products.

See, for reference, IOSCO’s Report on
Principles for Ongoing Disclosure for
Asset-Backed Securities (Nov 2012) that
complements IOSCQO’s Disclosure
Principles for Public Offerings and
Listings of Asset-Backed Securities (Apr

2010).

no action envisaged ...” has been
selected, please provide a brief
justification:

Issue is being addressed through :
LI Primary / Secondary legislation
M Regulation /Guidelines

L1 Other actions (such as supervisory
actions), please specify:

Status of progress :

Draft published as of : 12 March 2012
for public hearing

Short description of the content of the
legislation/ regulation/guideline:

A new regulation concerning requirement
of periodic reporting of Asset-Backed
Securities (ABS) by investment managers
will require investment managers to
submit a monthly report to regulator
regarding activities of ABS from
investment managers. For a reporting
requirement from investment managers to
investors has been required by a
prevailing regulation.

Web-links to relevant documents:

http://www.bapepam.go.id/pasar_modal/r
egulasi_pm/draft_peraturan_pm/draft/Dra
ft-Lap-KIK-EBA.pdf

Expected commencement date:

Web-links to relevant documents:

15



http://www.iosco.org/library/pubdocs/pdf/IOSCOPD395.pdf
http://www.iosco.org/library/pubdocs/pdf/IOSCOPD395.pdf
http://www.iosco.org/library/pubdocs/pdf/IOSCOPD395.pdf
http://www.iosco.org/library/pubdocs/pdf/IOSCOPD318.pdf
http://www.iosco.org/library/pubdocs/pdf/IOSCOPD318.pdf
http://www.iosco.org/library/pubdocs/pdf/IOSCOPD318.pdf
http://www.iosco.org/library/pubdocs/pdf/IOSCOPD318.pdf
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IV. Enhancing supervision

9(12)

Consistent,
consolidated
supervision and
regulation of SIFIs

All firms whose failure could pose a risk
to financial stability must be subject to
consistent, consolidated supervision and
regulation with high standards.
(Pittsburgh)

Jurisdictions should indicate the policy
measures taken for implementing
consistent, consolidated supervision and
regulation of SIFIs.?

See, for reference, the following
documents:

Joint Forum:

e Principles for the supervision of
financial conglomerates (Sep 2012)

BCBS:
e Framework for G-SIBs (Nov 2011)
e Framework for D-SIBs (Oct 2012)
e BCP 12 (Sep 2012)
IAIS:

ICP 23 — Group wide supervision
FSB:

e Framework for addressing SIFls (Nov

2011)

Implementation ongoing or completed

If “ Not applicable “ or “Applicable but
no action envisaged ...” has been
selected, please provide a brief
justification:

Issue is being addressed through :
LI Primary / Secondary legislation
M Regulation /Guidelines

[J Other actions (such as supervisory
actions), please specify:

Status of progress :

Draft in preparation, expected
publication by :

Short description of the content of the
legislation/ regulation/guideline:

Bank Indonesia applies more intensive
supervision toward large banks that are
considered as systemically important in
Indonesia. These banks have been the
subject of Bl requirements on
consolidated supervision and higher
standards of risk-based supervision. In
addition, BI regulation concerning
Subsequent Supervisory Actions and
Designation of Banks’ Status provides
tools and measures for supervisors to deal

Planned actions (if any):

Further discussion within internal Bl and
with other Indonesian authorities
regarding Indonesia plans to adopt D-SIB
framework in Indonesia.

Expected commencement date:

Web-links to relevant documents:

2 The scope of the follow-up to this recommendation will be revised once the monitoring framework on policy measures for G-SIFIs, which is one of the designated priority areas under the CFIM, is established.

16



http://www.bis.org/publ/joint29.pdf
http://www.bis.org/publ/joint29.pdf
http://www.bis.org/publ/bcbs207.pdf
http://www.bis.org/publ/bcbs233.pdf
http://www.bis.org/publ/bcbs230.pdf
http://www.iaisweb.org/index.cfm?pageID=689&icpAction=listIcps&icp_id=24
http://www.financialstabilityboard.org/publications/r_111104bb.pdf
http://www.financialstabilityboard.org/publications/r_111104bb.pdf
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with possible bank failures (systemic and
non-systemic). Furthermore, the
amendment of BI regulations concerning
risk management and concerning risk
based-bank rating have strengthened risk
management practices at banks and
improve the assessment of the banks’ risk
profile at a consolidated level. The new
risk-based bank rating framework
introduced is a more analytical and
forward looking approach aimed at
identifying problems earlier and allowing
supervisors to take earlier interventions.
For D-SIBs framework, Bl is conducting
a study of to determine the appropriate D-
SIB framework for the Indonesian
banking industry based on the BCBS
document.

Web-links to relevant documents:

17
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10 | Establishing To establish the remaining supervisory | Reporting in this area should be Not applicable Planned actions (if any):
(13) supervisory f:olle_ges colleges for significant cross-border firms | undertaken solely by home jurisdictions | .. \ applicable  or “Applicable but
and conducting risk by June 2009. (London) of significant cross-border firms. no action envisaged ...” has been Exoected commencement date:
assessments Relevant jurisdictions should indicate the | selected, please provide a brief P .
steps taken and status of establishing justification:
remaining supervisory colleges and Indonesia is not a home jurisdiction of link | )
. . conducting risk assessments. significant cross-border firms. With Web-links to relevant documents:
(14) We agreed to conduct rigorous risk

assessment on these firms through
international supervisory colleges
...(Seoul)

See, for reference, the following
documents:

BCBS:

e Good practice principles on
supervisory colleges (Oct 2010)

e Report and recommendations on cross-

border bank resolution ( Mar 2010)
I0SCO:

e Principles Regarding Cross-Border
Supervisory Cooperation (May 2010)

IAIS :

e |ICP 25 and Guidance 25.1.1 —
25.1.6 on establishment of
supervisory colleges

e Guidance 25.6.20 and 25.8.16 on
risk assessments by supervisory

colleges

regard to Indonesia’s position as a host
jurisdiction, Indonesia (BI) participates in
several supervisory colleges established
by home jurisdictions.
Issue is being addressed through :

LI Primary / Secondary legislation

[J Regulation /Guidelines

[J Other actions (such as supervisory
actions), please specify:

Status of progress :
[No response]

Short description of the content of the
legislation/ regulation/guideline:

Web-links to relevant documents:

18



http://www.bis.org/publ/bcbs177.pdf
http://www.bis.org/publ/bcbs177.pdf
http://www.bis.org/publ/bcbs169.pdf
http://www.bis.org/publ/bcbs169.pdf
http://www.iosco.org/library/pubdocs/pdf/IOSCOPD322.pdf
http://www.iosco.org/library/pubdocs/pdf/IOSCOPD322.pdf
http://www.iaisweb.org/db/content/1/16689.pdf
http://www.iaisweb.org/db/content/1/16689.pdf
http://www.iaisweb.org/db/content/1/16689.pdf
http://www.iaisweb.org/db/content/1/16689.pdf
http://www.iaisweb.org/db/content/1/16689.pdf
http://www.iaisweb.org/db/content/1/16689.pdf
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No Description G20/FSB Recommendations Remarks Progress to date Next steps
11 | Supervisory exchange | To quicken supervisory responsiveness to | Jurisdictions should include any feedback | |mplementation ongoing or completed Planned actions (if any):
(15) of |nf<?rm§t|on and developments that h_ave_ a c_ommon effect | received from recent FSAPs/ROSC If « Not applicable “ or “Applicable but | Indonesia will continue to establish cross-
coordination across a number of institutions, assessments on the October 2006 Basel no action envisaged ...” has been border supervisory MoUs with other
i i i inci . selected, please provide a brief o ) i
super\_/lso_ry e_xchange of information and Core_ Prm(_:lple (B_CP) 25 (Home-host justificati%n: Y relevant authorities, especially with home
coordination in the development of best | relationships) or, if more recent, the : i< being add dth H supervisors of systemically relevant
: ; : ssue is being addressed through :
practice benchmarks should be improved | September 2012 BCP 3 (Cooperation and  DeINg ot foreign financial institutions considering
at both national and international levels. | collaboration) and BCP 14 (Home-host O Prlmary'/ Secor?dar-y legislation foreign banks have a large and growing
(Rec V.7, FSF 2008) relationships). Jurisdictions should also [ Regulation /Guidelines share in the Indonesian market.
indicate any steps taken since the last [ Other actions (such as supervisory
assessment in this area, particularly in actions), please specify: S  date.
response to relevant FSAP/ROSC MoUs Xpected commencement date-
recommendations. Status of progress :
New Enhance the effectiveness of core Jurisdictions should describe any Reform effective (completed) as of : Web-links to relevant documents:

supervisory colleges. (FSB 2012)

regulatory, supervisory or legislative
changes that will contribute to the sharing
of supervisory information within core
colleges (e.g. bilateral or multilateral
MoUs).

2010

Short description of the content of the
legislation/ regulation/guideline:

At national level, BI has signed bilateral
MoUs with other relevant financial sector
authorities such as with OJK and
Indonesian Deposit Insurance
Corporation (LPS). Furthermore, a
Financial System Stability Coordination
Forum (FKSSK) that was mandated by
OJK Law has also been established in
2012. The FKSSK establishment was
formalized through a FKSSK MoU that
was signed by Minister of Finance,
Governor of Bank Indonesia, Chairman
of OJK’s Board of Commissioners, and
Chairman of LPS’s Board of

19



http://www.bis.org/publ/bcbs129.pdf
http://www.bis.org/publ/bcbs230.pdf

" 2013 IMN Survey of National Progress in the Implementation of G20/FSB Recommendations

5

Indonesia

No

Description

G20/FSB Recommendations

Remarks

Progress to date

Next steps

Commissioners. The MoU facilitates the
sharing of information and data among
authorities that are required to maintain
and promote financial system stability. At
international level, in the banking sector,
as a response to BCP FSAP
recommendations, Bl has entered into
formal arrangements with several foreign
authorities since 2010, such as with
foreign authorities such as China
(CBRC), Malaysia (BNM), Singapore
(MAS), Australia (APRA), and Korea
(FSS/FSC).

Web-links to relevant documents:
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No Description G20/FSB Recommendations Remarks Progress to date Next steps
12 | Strengthening resources | We agreed that supervisors should have Jurisdictions should provide any feedback | jmplementation ongoing or completed Planned actions (if any):
(16) and eff_e<_:tive strorlg_ and_ unambiguous mandates, received from recent FSAPs/ROSC I * Not applicable * or “Applicable but
supervision suff|0|er-1t independence to act, ' assessment-s on the October 2006 BCPs 1 noI actlgn ?nwsaged o hgs_ bfeen Expected commencement date:
appropriate resources, and a full suite of | and 23 or, if more recent, the September ?S;%%a'ti%ﬁ?‘se provide a brie
tools and powers to proactively identify 2012 BCPs 1, 9 and 11. Jurisdictions J o
and_address risks,_ includin_g regular stress | should also indicate_ any_steps taken since Iss|zu[e 'S_ being addressed thr_OUQh : Web-links to relevant documents:
testing and early intervention. (Seoul) the last assessment in this area, Primary / Secondary legislation
particularly in response to relevant M Regulation /Guidelines
FSAP/ROSC recommendations. ] Other actions (such as supervisory
) actions), please specify:
an Supervisors should see that they have the .
. . Status of progress :
requisite resources and expertise to )
oversee the risks associated with financial Reform effective (completed) as of :
innovation and to ensure that firms they 2011
supervise have the capacity to understand Short description of the content of the
and manage the risks. (FSF 2008) legislation/ regulation/guideline:
. - . . In the current Central Bank Law, Bl has
New Supervisory authorities should Jurisdictions should describe the

continually re-assess their resource needs;
for example, interacting with and
assessing Boards require particular skills,
experience and adequate level of
seniority. (Rec. 3, FSB 2012)

outcomes of the most recent assessment
of resource needs (e.g. net increase in
supervisors, skills acquired and sought).
Please indicate when this assessment was
most recently conducted and when the
next assessment is expected to be
conducted.

the powers to regulate, supervise, license
and impose sanction on banks. Bl has
clear supervisory and regulatory
mandates, and is independent to act to
enforce regulation to create sound
banking system. As BI’s function in the
area of banking supervisory and
regulatory will be handed over to OJK,
all of those powers have also been stated
clearly in the OJK Law. According to
OJK Law, OJK has the authority to
regulate, supervise, license, and impose
sanction to banks (from 1 January 2014),
non-banks, and capital market.
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Currently, Bl has a full set of tools to
proactively identify and address risks,
including to conduct regular stress testing
(on monthly basis) and exercise prompt
corrective actions. Regarding prompt
corrective action, according to the revised
Bl regulation issued in 2013, a bank will
only have limited time to resolve their
problem. The bank that is designated
under intensive supervision will only
have a maximum of one year to resolve
the bank’s problem by conducting
mandatory supervisory actions and
discretionary remedial actions which BI
considers appropriate. An extension of
one year can only be given for specific
circumstances and can only be given once
under specific circumstances.
Furthermore, a shorter limited time to
resolve problems, i.e. a maximum of
three months, is applied for banks that are
designated under special surveillance.
The prevailing regulation provides
mandate to Bl supervisors to take
increasingly intrusive actions against
banks which exhibit signs of deteriorating
financial viability. The prevailing
supervisory frameworks also allow Bl to
evaluate the potential risks posed by
banking activities even before the
issuance of new banking products or
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activities in which the banks are engaged.
In this regard, Bl will evaluate the banks’
plan to issue new products or activities
and Bl may eventually prohibit the banks
to issue the planned new products or
activities if Bl considers weaknesses exist
in some aspects, such as, readiness of the
banks to manage new products or
activities, risk management, transparency,
as well as customer protection. Bl also
has the power to require the banks to
terminate the launched new products or
activities, if Bl indicates the launched
new products or activities meet certain
conditions, such as, deviating from the
previous plan submitted to BI, potentially
generating significant loss to the banks’
financial condition, and/or conflicting
with the prevailing regulations. With
regard to an assessment of resource
needs, Bl conducts the assessment
regarding the necessary requirements of
supervisory resources and capacities
regularly. The most recent assessment of
supervisory resources has been followed
up by the recruitment of new supervisors
to fill vacant positions. Meanwhile, an
assessment of supervisors’ necessary
skills is conducted through a training
need analysis that is conducted annually
approaching end of the year. This
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assessment has been followed up by
providing necessary training for
supervisors in each following year as part
of their regular skills and capabilities
enhancements. Topics offered for training
covers recent international
issues/development on regulatory and
supervisory, as well as international
recognized professional certifications
(such as CFA, CPA, FRM, etc.).
Furthermore, in addition to specific
trainings that are identified based on each
individual’s skill enhancement
assessment, each year Bl requires all
supervisors to pass a gradual increased
level of an internal certification for
Supervisors.

Web-links to relevant documents:
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V.

Building and implementing macroprudential frameworks and tools

13
(18)

(19)

Establishing regulatory
framework for macro-
prudential oversight

Amend our regulatory systems to ensure
authorities are able to identify and take
account of macro-prudential risks across
the financial system including in the case
of regulated banks, shadow banks® and
private pools of capital to limit the build
up of systemic risk. (London)

Ensure that national regulators possess
the powers for gathering relevant
information on all material financial
institutions, markets and instruments in
order to assess the potential for failure or
severe stress to contribute to systemic
risk. This will be done in close
coordination at international level in
order to achieve as much consistency as
possible across jurisdictions. (London)

Please describe the systems,
methodologies and processes that have
been put in place to identify
macroprudential risks, including the
analysis of risk transmission channels.

Please indicate whether an assessment
has been conducted with respect to the
powers to collect and share relevant
information among different authorities —
where this applies — on financial
institutions, markets and instruments to
assess the potential for systemic risk.
Please indicate whether the assessment
has indicated any gaps in the powers to
collect information, and whether any
follow-up actions have been taken.

Implementation ongoing or completed

If “ Not applicable “ or “Applicable but
no action envisaged ...” has been
selected, please provide a brief
justification:

Issue is being addressed through :
L1 Primary / Secondary legislation
M Regulation /Guidelines

[J Other actions (such as supervisory
actions), please specify:

Status of progress :

Reform effective (completed) as of :
2012

Short description of the content of the
legislation/ regulation/guideline:

Bl has conducted macro-prudential
surveillance since 2003. This enables
Bank Indonesia to identify and take
account of macro-prudential risks across
the financial system. With the
establishment of OJK, the OJK will also
be expected to consider these risks in
performing its function to implement an
integrated regulatory and supervisory
framework of all financial sectors. The

Planned actions (if any):

Expected commencement date:

Web-links to relevant documents:

3
The recommendation as applicable to shadow banks will be retained until the monitoring framework for shadow banking, which is one of the designated priority areas under the CFIM, is established.
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OJK’s responsibility to perform the
integrated regulatory and supervisory
framework is stated in the OJK Law.
Macroprudential measures adopted by Bl
among others are: * Bl has issued
regulation concerning Loan to Value
Ratio that has been effectively
implemented starting 2012. This
regulation is intended to target/restrain
housing loan growth. Bl applies different
risk weight for residential property loans
for different LTV ratio. « Bl applies
reserve requirement ratio as a measure to
balance bank’s intermediation role and its
liquidity state. According to this
regulation, the bank will get disincentive
of higher reserve requirement if its loan
to deposit ratio (LDR) falls outside the
range of required LDR. « Bl applies
requirement concerning minimum
holding of secondary reserve requirement
and currency risk limits as measures to
limit the build-up of system wide
financial risks or to address specific
financial risk. * Bl adopts measures to
address capital flow volatility by
requiring minimum holding period of BI
certificate and lengthening maturity of Bl
certificate. Furthermore, the OJK as the
authority of all financial sectors in
Indonesia starting 1 January 2014 will
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also identify and takeonce OJK as stated
in the OJK Law, the OJK has the
authority to perform an integrated
regulatory and supervisory framework of
the financial sector Sharing information
arrangement among different authorities
in Indonesia is governed through a
FKSSK (Financial System Stability
Coordination Forum) MoU that was
signed by four financial sector authorities
in Indonesia (MoF, BI, OJK, and LPS),
please refer to response no. 11. The MoU
governs the sharing of information both
in normal and crisis times. The sharing of
data and information is not limited to
indicators of crisis management protocol,
but also results of surveillance by each
authority and other data and information
that are required for each authority’s
tasks and responsibilities. With regard to
the power to collect information,
according to prevailing Laws and
regulations, Bl and OJK have the
authority to require banks, NBFIs, and
capital market to submit or report
information and data in regular and in ad-
hoc basis if additional data and
information are deemed necessary. All
information and data are used by Bl and
OJK to assess the potential failure or
severe stress of financial institutions that
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will contribute to systemic risk.

Web-links to relevant documents:
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14 | Enhancing system-wide | Authorities should use quantitative Please describe major changes in the Implementation ongoing or completed Planned actions (if any):
(20) | monitoring and th_e use indicators_ and/or constraints OI-’I leverage | institutional arranger.nents for If “ Not applicable “ or “Applicable but
f)f macro-prudential and ma}rglns as macro—pruden_tl-al tools for macro_prudentlal policy that_have t_aken no action envisaged ...” has been Expected commencement date:
instruments supervisory purposes. Authorities should | place in the past two years, including selected, please provide a brief
use quantitative indicators of leverage as | changes in: i) mandates and objectives; ii) jUStIfI(-3atIO-nZ
quides for policy, both at the institution- | powers and instruments: iii) transparency | 155U€ s being addressed thr'ough : Web-links to relevant documents:
specific and at the macro-prudential and accountability arrangements; iv) M Primary / Secondary legislation
(system-wide) level...(Rec. 3.1, FSF composition and independence of the M Regulation /Guidelines
2009) decision-making body; and v) ] Other actions (such as supervisory
mechanisms for domestic policy actions), please specify:
We are developing macro-prudential coordination and consistency. Status of progress :
policy frameworks and tools to limit the Please indicate the use of Reform effective (completed) as of :
build-up of risks in the financial sector, macroprudential tools in the past two 2012
building on the-ongo_ing work of the FSB- | years, including the objective for 'Fheir USE | ghort description of the content of the
BIS-IMF on this subject. (Cannes) and the process used to select, calibrate, legislation/ regulation/guideline:
and apply them. The enactment of OJK Law in 2011
See, for reference, the CGFS document | 4rqquced a new regulatory structure in
on Operationalising the selection and Indonesia. According to OJK Law,
application of macroprudential macroprudential regulation and
instruments (Dec 2012). supervision will be the authorities of BI.
(21) Authorities should monitor substantial Jurisdictions can also refer to the FSB- BI’s mandates on macroprudential

changes in asset prices and their
implications for the macro economy and
the financial system. (Washington)

IMF-BIS progress report to the G20 on
Macroprudential policy tools and
frameworks (Oct 2011), and the IMF
paper on Macroprudential policy, an
organizing framework (Mar 2011).

regulation and supervision will be further
defined and strengthen in the amendment
of Bl Law. Furthermore, as mandated by
OJK Law, in 2012, Indonesian authorities
established a Financial System Stability
Coordination Forum (FKSSK). The
FKSSK comprises of four authorities in
Indonesia namely MoF, BI, OJK, and
LPS. This coordination forum serves as a
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forum to coordinate, share, discuss, and
decide policies pertaining to financial
system stability in Indonesia.  Bank
Indonesia has conducted macro-
prudential surveillance since 2003. Please
refer to our response no. 13 regarding
examples of macroprudential measures
that have been applied by BI. In addition
to measures stated above, Bl has also
monitored changes in asset prices and
their implications for domestic financial
system stability as part of our macro-
prudential surveillance processes.

Web-links to relevant documents:
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No Description G20/FSB Recommendations Remarks Progress to date Next steps
15 Improved cooperation | Supervisors and central banks should Jurisdictions can make reference to the Implementation ongoing or completed Planned actions (if any):
22) between supervisors improve cooperation and the exchange of | following BCBS documents: If « Not applicable “ or “Applicable but

and central banks

information including in the assessment
of financial stability risks. The exchange
of information should be rapid during
periods of market strain. (Rec. V.8 , FSF
2008)

e Report and recommendations of the
Cross-border Bank Resolution Group
(Mar 2010)

e Good Practice Principles on
Supervisory Colleges (Oct 2010)
(Principles 2, 3 and 4 in particular)

no action envisaged ...” has been
selected, please provide a brief
justification:

Issue is being addressed through :
M Primary / Secondary legislation
M Regulation /Guidelines

M Other actions (such as supervisory
actions), please specify:

MoUs
Status of progress :

Reform effective (completed) as of :
2012

Short description of the content of the
legislation/ regulation/guideline:
Indonesia has effective gateways for
information exchange with domestic and
foreign supervisory authorities. Laws of
financial regulators (BI, OJK, and LPS
explicitly state that the Indonesian
financial regulators have the ability to
conduct cooperation with other regulators
both domestic and foreign regulators. In
domestic scope, the ability to cooperate
and coordinate with domestic authorities
is formalized through bilateral MoUs
between central bank (BI) and
supervisory authority (OJK), and between
Bl and other relevant authorities such as
LPS. In addition to bilateral MoUs, four

Expected commencement date:

Web-links to relevant documents:
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financial sector authorities in Indonesia
have signed a MoU as the basis of
coordination and sharing information
among the authorities to promote and
maintain financial stability (please refer
to our response no. 11, 13, and 14).
Referring to the MoU, data and
information that will be shared consist of
among others, but not limited to, results
of surveillance by each authority and
other data and information that deem
necessary to the exercise of tasks and
responsibilities of each authority.
Regarding cross-border coordination and
cooperation, Bl has established several
MoUs with foreign central banks or
supervisory authorities (please refer to
response no. 11).

Web-links to relevant documents:
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V1. Improving oversight of credit rating agencies (CRAS)
16 EnhanCing I’egulation All (I:RAS whose ratir;]QS ?éebusedbfor Jurisdictions should indicate the pOllcy |mp|ementation Ongoing or Comp'eted Planned actions (|f any):
23) | and supervision of regulatory purposes should be subject 1o a | \eqqres undertaken for enhancin “ - « op pnnli
23) CRA P regulatory oversight regime that includes lati d ision of CRA? If “ Not appllc_:abled or HAppkl)lcable but
S registration. The regulat_ory oversight regutation an super\{|5|on'o ] o Qﬁg:ﬁggnp?ggézagfovi' de a grsiefeen Expected commencement date:
regime should be established by end 2009 | They should also indicate its consistency justification:
and should be consistent with the IOSCO | with the following IOSCO document: Issue is being addressed through
ue is bei ugh :
E:l_o(;jr:ed(();)(:mduct Fundamentals. ¢ Code of Conduct Fundamentals for [ Primary / Secondary legislation Web-links to relevant documents:
Credit Rating Agencies (May 2008) y_ ] y g
(24) National authorities will enforce L M Regulation /Guidelines
compliance and require changes to a Jurisdictions may also refer to the O Other actions (such as supervisory
rating agency’s practices and procedures | following IOSCO documents: actions), please specify:
for managing conflicts of interest and L — St .
) . atus of progress :
assuring the transparency and quality of y Prlp(:lp-le 22 of P”_ﬁ?lm . prog
the rating process. Objectives of Securities Regulation Reform effective (completed) as of :
. . . (Jun 2010) which calls for registration
CRAs should differentiate ratings for and oversiaht proarams for CgR As: 2009
structured products and provide full gt prog ' Short description of the content of the
disclosure of their ratings track record o Statement of Principles Regarding the | 1egislation/ regulation/guideline:
an(; the mti;:)rme;'glon and assumptions that | Activities of Credit Rating Agencies For banking sector, Bl has issued
tnderpin _ € ratings process. (Sep 2003); and regulation concerning recognition of
The oversight framework should be _ _ _ Credit Rating Agency whose rating is
consistent across jurisdictions with e Credit Rating Agencies: Internal used for prudential regulation purposes
appropriate _sharing of in_fprmgtion _ Controls Designed to Ensure the such as regarding asset quality, market
between national authorities, including Integrity of the Credit Rating Process sk and credit risk assessment'
through 10SCO. (London) ; : '
and Procedures to Manage Conflicts of Furthermore, on a regular basis Bl will
Interest (Dec 2012). monitor CRA whose rating is used for
(25) Regulators should work together towards prudential regulation purposes to ensure

appropriate, globally compatible
solutions (to conflicting compliance
obligations for CRAS) as early as possible
in 2010. (FSB 2009)

that the CRA meets eligibility criteria.
Based on the monitoring result, Bl will be
able to determine the eligibility of the
CRA to entitle recognition as the eligible
CRA for banking prudential purposes as
banks in Indonesia can only use the
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services of Bank Indonesia’s recognized
CRAs. Before OJK assumed the authority
of Bapepam-LK, as a regulator of credit
rating agency in Indonesia, Bapepam-LK
issued six regulations on CRAs including
a regulation concerning registration of
CRA in June 2009 to meet the IOSCO
Code of Conduct Fundamentals.
Furthermore, in 2011, Bapepam-LK has
conducted inspection to three domestic
CRAs in Indonesia.

Web-links to relevant documents:
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17 | Reducing the reliance | We also endorsed the FSB’s principles on | No information on this recommendation
(26) | on ratings reducing reliance on external credit will be collected in the current IMN

ratings. Standard setters, market
participants, supervisors and central
banks should not rely mechanistically on
external credit ratings. (Seoul)

Authorities should check that the roles
that they have assigned to ratings in
regulations and supervisory rules are
consistent with the objectives of having
investors make independent judgment of
risks and perform their own due
diligence, and that they do not induce
uncritical reliance on credit ratings as a
substitute for that independent evaluation.
(Rec IV. 8, FSF 2008)

We reaffirm our commitment to reduce
authorities’ and financial institutions’
reliance on external credit ratings, and
call on standard setters, market
participants, supervisors and central
banks to implement the agreed FSB
principles and end practices that rely
mechanistically on these ratings.
(Cannes)

survey since a thematic peer review is
taking place in this area during 2013.
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VIl. Enhancing and aligning accounting standards

18
(27)

Consistent application
of high-quality
accounting standards

Regulators, supervisors, and accounting
standard setters, as appropriate, should
work with each other and the private
sector on an ongoing basis to ensure
consistent application and enforcement of
high-quality accounting standards.
(Washington)

Jurisdictions should indicate the
accounting standards that they follow and
whether (and on what basis) they are
deemed to be equivalent to IFRSs as
published by the IASB. They should also
explain the system they have for
enforcement of consistent application of
those standards.

Implementation ongoing or completed

If ““ Not applicable “ or “Applicable but
no action envisaged ..."” has been
selected, please provide a brief
justification:

Issue is being addressed through :
LI Primary / Secondary legislation
M Regulation /Guidelines

[J Other actions (such as supervisory
actions), please specify:

Status of progress :

Reform effective (completed) as of :
2012

Short description of the content of the
legislation/ regulation/guideline:
Indonesia has made significant progress
to move toward adopting international
accounting standards (IFRSs) and
international auditing standards (ISAS) to
Indonesia national accounting and
auditing standards. Indonesian
Accounting Standard Board (DSAK-IAI)
that responsible for the issuance of
Indonesian Financial Accounting
Standards (PSAK) and Interpretation of
PSAK (ISAK) has adopted almost all
IFRSs/IASs to PSAKSs. The only IFRSs
that have not been adopted are IFRS 1
and IFRS 41 considering the
requirements of these IFRSs not relevant

Planned actions (if any):

Expected commencement date:

Web-links to relevant documents:
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with characteristic of business in
Indonesia. As members of DSAK-IAI,
Bl and OJK support the efforts conducted
by DSAK-IAI through directly involve in
the convergence process of PSAKSs with
IFRSs. Although the compliance of
Indonesian banks to IFRSs by the
adoption of PSAKSs will be assessed by
their external auditors, through its
regulations Bl also enforces the
implementation of the Indonesian
accounting standards. Bl supervisors also
review the implementation of PSAKSs by
banks to ensure consistency of
implementation across banks.
Furthermore, banks’ regulations that are
related with the implementation of
PSAKSs are continuously being revised in
order to align the regulations’
requirements with PSAKSs requirements.
As an example, Bl has revised its
regulation concerning transparency and
publication of banks’ reports to
incorporate requirements of PSAKSs into
Bl regulation.

Web-links to relevant documents:
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No Description G20/FSB Recommendations Remarks Progress to date Next steps
19 Appropriate application | Accounting standard setters and Jurisdictions should indicate the policy Implementation ongoing or completed Planned actions (if any):
(28) | of Fair Value prudential supervisors should examine measures taken for appropriate If = Not applicable “ or “Applicable but
Accounting the use of valuation reserves or application of fair value accounting. no action envisaged ...” has been .
adjustments for fair valued financial : selected, please provide a brief Expected commencement date:
) . See, for reference, the following BCBS justification:
instruments when data or modelling documents: o
needed to support their valuation is weak. ' Issue is being addressed through : Web-links to relevant documents:
(Rec. 3.4, FSF 2009) e Basel 2.5 standards on prudent L1 Primary / Secondary legislation ’
valuation (Jul 2009) M Regulation /Guidelines
_ e Supervisory quidance for assessing L1 Other actiolns (such as supervisory
(29) Accounting standard setters and banks’ financial instrument fair value actions), please specify:

prudential supervisors should examine
possible changes to relevant standards to
dampen adverse dynamics potentially
associated with fair value accounting.
Possible ways to reduce this potential
impact include the following: (1)
Enhancing the accounting model so that
the use of fair value accounting is
carefully examined for financial
instruments of credit intermediaries; (ii)
Transfers between financial asset
categories; (i) Simplifying hedge
accounting requirements. (Rec 3.5, FSF
2009)

practices (Apr 2009)

Status of progress :

Reform effective (completed) as of :
2012

Short description of the content of the
legislation/ regulation/guideline:

For banking sector, following the
adoption and implementation of IAS 39,
especially the extensive use of fair
valuation, Bl has made comprehensive
revision to the format and content of
prudential reporting (“call reports™) in
2008, including the addition of valuation
reserves or adjustments accounts. In
practice, the valuation reserves or
adjustments accounts are mostly used in
the FX derivatives transactions, whereby
all instruments are valued using middle
rate and are adjusted accordingly at
reporting dates through the adjustment
accounts. In addition, banks are also
required to include the valuation reserves
or adjustments (including non-accounting
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valuation adjustment, e.g. liquidity
concerns) to calculate/determine the
regulatory capital. Fair value accounting
has also been adopted on several
regulations for other financial sectors.
The financial solvency regulation for
insurance industry that was published in
2012 requires the valuation of investment
that is in line with the requirement of fair
value accounting according to PSAK 50
(IFRS 32) and PSAK 55 (IFRS 39). The
reserve valuation has been governed
further in other specific regulation that is
in line with PSAK 62 concerning
insurance contract. For pension funds, the
requirement to apply fair value
accounting as required by PSAK has been
governed through a regulation concerning
financial statement guidelines and
investment valuation of pension funds.

Web-links to relevant documents:
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VIIIl. Enhancing risk management

20
(31)

(33)

(34)

(35)

Enhancing guidance to
strengthen banks’ risk
management practices,
including on liquidity
and foreign currency
funding risks

Regulators should develop enhanced
guidance to strengthen banks’ risk
management practices, in line with
international best practices, and should
encourage financial firms to re-examine
their internal controls and implement
strengthened policies for sound risk
management. (Washington)

National supervisors should closely check
banks’ implementation of the updated
guidance on the management and
supervision of liquidity as part of their
regular supervision. If banks’
implementation of the guidance is
inadequate, supervisors will take more
prescriptive action to improve practices.
(Rec. 11.10, FSF 2008)

Regulators and supervisors in emerging
markets* will enhance their supervision
of banks’ operation in foreign currency
funding markets. (FSB 2009)

We commit to conduct robust, transparent
stress tests as needed. (Pittsburgh)

Jurisdictions should indicate the policy
measures taken to enhance guidance to
strengthen banks’ risk management
practices.

See, for reference, the Joint Forum’s
Principles for the supervision of financial

conglomerates (Sep 2012) and the

following BCBS documents:

e Principles for effective risk data
aggregation and risk reporting (Jan

2013)
e The Liquidity Coverage Ratio (LCR)

(Jan 2013)

e Principles for the sound management
of operational risk (Jun 2011)

e Principles for sound stress testing
practices and supervision (May 2009)

Jurisdictions may also refer to FSB’s
February 2013 thematic peer review
report on risk governance.

Implementation ongoing or completed

If “ Not applicable “ or “Applicable but
no action envisaged ...” has been
selected, please provide a brief
justification:

Issue is being addressed through :
LI Primary / Secondary legislation
M Regulation /Guidelines

[J Other actions (such as supervisory
actions), please specify:

Status of progress :

Reform effective (completed) as of :
2012

Short description of the content of the
legislation/ regulation/guideline:

With regard to stress testing, Bl has
required banks to conduct stress testing
through several regulations such as
regulation concerning risk management.
In addition, Bank Indonesia has also
regularly conducted bottom up and top
down stress tests since 2003. The stress
testing results are used by supervisors to
determine that an individual bank’s
capital adequacy is commensurate with
its risk profile. Regarding efforts to
strengthen banks’ risk management
practices, Bl has enhanced regulation on

Planned actions (if any):

Expected commencement date:

Web-links to relevant documents:

4 Only the emerging market jurisdictions may respond to this recommendation.
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http://www.bis.org/publ/joint29.pdf
http://www.bis.org/publ/joint29.pdf
http://www.bis.org/publ/bcbs239.pdf
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risk management as guidance for banks.
Assessment result of banks’ risk
management practices as required by a
new risk management regulation is
considered by supervisors as one of
factors to determine the banks’ soundness
level as governed by a new risk based
supervision approach that has been
effectively implemented by January 2012.
With regard to risk governance, the
prevailing Bl regulations have met almost
all requirements/expectations of sound
risk governance. Bl adopted the 2008
Principles for Sound Liquidity Risk
Management and Supervision since July
2009 to better align BI’s regulatory
expectations with the BCBS Sound
Principles. Since then, Bank Indonesia on
regular basis examines banks’
implementation of the updated guidance
on the management and supervision of
liquidity as part of their regular
supervision. Furthermore, Bl plans to
adopt Basel 111 2013 LCR framework. BI
has started dialogues with supervisors and
the banking industry to reach a common
interpretation of elements required in the
2013 LCR. Regarding supervision of
banks’ operation in foreign funding
markets, Bl supervisors refer to
regulation concerning Net Open Position.
The Net Open Position of individual bank
is used as part of market risk capital
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charge assessment. Furthermore, starting
March 2011, Bl has increased foreign
exchange reserve requirements of banks
from 1% to 5% in March 2011 and from
5% to 8% in June 2011.

Web-links to relevant documents:
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No Description G20/FSB Recommendations Remarks Progress to date Next steps
21 | Efforts to deal with Our efforts to deal with impaired assets | Jurisdictions should indicate steps Implementation ongoing or completed Planned actions (if any):
(36) impaired assets and and to encourage the raising of additional | taken to reduce impaired assets and If  Not applicable ** or “Applicable but

raise additional capital

capital must continue, where needed.
(Pittsburgh)

encourage additional capital raising.
For example, jurisdictions could
include here the amount of new equity
raised by banks operating in their
jurisdictions during 2012.

no action envisaged ...” has been
selected, please provide a brief
justification:

Issue is being addressed through :
LI Primary / Secondary legislation
M Regulation /Guidelines

] Other actions (such as supervisory
actions), please specify:

Status of progress :

Reform effective (completed) as of :
2012

Short description of the content of the
legislation/ regulation/guideline:
Indonesian banks are mostly hold capital
above the minimum capital ratio
requirements. Efforts by banks to raise
capital might be driven if banks are
required to hold higher their capital ratio,
hence they might be required to raise
capital. This situation could be
experienced by banks if they hold capital
below their soundness risk profiles as
stipulated on the BI regulations

concerning minimum capital requirement.

These requirements differentiate level of
capital that must be held by banks. From
five categories of risk profile soundness
levels, banks that are designated fall
under the fourth and fifth categories will
be required to hold at minimum within

Expected commencement date:

Web-links to relevant documents:
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11%-14%, although BI might requires
higher level of capital beyond the stated
ranges if it deemed necessary. Or if the
banks meet criteria as a bank under
intensive supervision or special
surveillance status as governed by Bl
regulation concerning prompt corrective
action, the bank could be required to raise
capital as part of the banks' action plans.
For core capital in nominal, efforts by
banks to raise this requirement could also
be driven by motivation to be categorized
to a higher category of group banks as
governed by a new BI regulation
concerning banks’ business activities and
office network based on the banks’ core
capital that categorized Indonesian banks
into four different groups. The highest
category will provide banks with the
highest flexibilities in conducting
business activities. For foreign banks, a
new BI regulation concerning minimum
capital requirement requires foreign bank
branches to meet requirements of Capital
Equivalency Maintained Assets (CEMA).
In this regard, foreign bank branches are
required to invest a minimum amount of
capital equivalence in their Indonesian
branches in the form of eligible domestic
debt securities, i.e. government bonds,
banks’ bonds, or corporate bonds. With
regard to efforts to reduce impaired
assets, in 2012 Bl issued a new regulation
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concerning asset quality of banks. The
new regulation incorporated some FSAP
recommendations in the area of problem
assets, provisions, and reserves. Although
currently Indonesia is still applying 1AS
39 that requires the application of
incurred loss, for prudential purposes, in
the calculation of minimum capital
requirement BI requires banks to take
into account the negative difference
between prudential loss provisioning of
productive assets based on Bl regulation
of asset quality and impairment
provisioning based on requirements of the
applied accounting standard.

Web-links to relevant documents:
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22
(37)

Enhanced risk
disclosures by financial
institutions

Financial institutions should provide
enhanced risk disclosures in their
reporting and disclose all losses on an
ongoing basis, consistent with
international best practice, as appropriate.
(Washington)

Jurisdictions should indicate the status of
implementation of the disclosures
requirements of IFRSs (in particular
IFRS7 and 13) or equivalent.
Jurisdictions may also use as reference
the recommendations of the October 2012
report by the Enhanced Disclosure Task
Force on Enhancing the Risk Disclosures
of Banks.

Implementation ongoing or completed

If “ Not applicable * or “Applicable but
no action envisaged ...” has been
selected, please provide a brief
justification:

Issue is being addressed through :
LI Primary / Secondary legislation
M Regulation /Guidelines

] Other actions (such as supervisory
actions), please specify:

Status of progress :

Reform effective (completed) as of :
2010

Short description of the content of the
legislation/ regulation/guideline:
Indonesia has adopted and implemented
the IFRS 7 requirements through an
Indonesia Accounting Standard (PSAK
60) since 2010. In addition, Pillar 3
disclosure requirements have been
effectively implemented in Indonesia.
With regard to IFRS 13, currently
Indonesia is still in the process to
converge PSAK with IFRS 13 and is
expected to be implemented starting 1
January 2014.

Web-links to relevant documents:

Planned actions (if any):

Expected commencement date:

Web-links to relevant documents:

46



https://www.financialstabilityboard.org/publications/r_121029.pdf
https://www.financialstabilityboard.org/publications/r_121029.pdf

2013 IMN Survey of National Progress in the Implementation of G20/FSB Recommendations

Indonesia
No ‘ Description G20/FSB Recommendations Remarks Progress to date Next steps
IX. Strengthening deposit insurance
23 | Strengthening of National deposit insurance arrangements | Jurisdictions should describe any Implementation ongoing or completed Planned actions (if any):
(38) national deposit should be reviewed against the agreed revisions made to national deposit If ““ Not applicable * or “Applicable but | The proposed timeline of the DPS

insurance arrangements

international principles, and authorities
should strengthen arrangements where
needed. (Rec. V1.9, FSF 2008)

insurance system, including steps taken to
address the recommendations of the
FSB’s February 2012 thematic peer
review report on deposit insurance

systems.

no action envisaged ...” has been
selected, please provide a brief
justification:

Issue is being addressed through :
LI Primary / Secondary legislation
M Regulation /Guidelines

1 Other actions (such as supervisory
actions), please specify:

Status of progress :

Draft in preparation, expected publication
by : 2015

Short description of the content of the
legislation/ regulation/guideline:

In line with the requirements of IAID
Core Principles No. 11 regarding
Funding, LPS has been preparing the
implementation of a differential premium
system (DPS) to replace the current flat
rate system. The consultative paper of
DPS has already been circulated and
discussed with respective parties
including the banking industry, BI, OJK,
and MoF. LPS would gather inputs and
consider concerns from each party in
formulating the DPS. The final concept of
DPS will be discussed with Parliament
and will be governed through a
government regulation.

implementation are as follows:
deliberation with stakeholders and
parliament (2013), the enactment of
government regulation and LPS
regulation, as well as simulation and
transition period (2014), effective
implementation (2015). As a next step,
LPS would also conduct a self-assessment
to assess its compliance to the core
principles.

Expected commencement date:

2015

Web-links to relevant documents:
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Web-links to relevant documents:
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No ‘ Description G20/FSB Recommendations Remarks Progress to date Next steps
X.  Safeguarding the integrity and efficiency of financial markets
24 | Enhancing market We must ensure that markets serve Jurisdictions should indicate the progress | Not applicable Planned actions (if any):
(39) integrity and efficiency | efficient allocation of investments and made in implementing the following If “ Not applicable “ or “Applicable but

savings in our economies and do not pose
risks to financial stability. To this end, we
commit to implement initial
recommendations by I0SCO on market
integrity and efficiency, including
measures to address the risks posed by
high frequency trading and dark liquidity,
and call for further work by mid-2012.
(Cannes)

I0SCO reports:

e Report on Requlatory Issues Raised by
the Impact of Technological Changes
on Market Integrity and Efficiency (Oct

2011); and

e Report on Principles for Dark Liquidity
(May 2011).

no action envisaged ...” has been
selected, please provide a brief
justification:

Issue is being addressed through :
L1 Primary / Secondary legislation
[J Regulation /Guidelines

1 Other actions (such as supervisory
actions), please specify:

Status of progress :
[No response]

Short description of the content of the
legislation/ regulation/guideline:

Web-links to relevant documents:

Expected commencement date:

Web-links to relevant documents:
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25 | Enhanced market We need to ensure enhanced market Jurisdictions should indicate the policy Not applicable Planned actions (if any):
(40) transparency in transparency, both on cash and financial measures taken to enhance market If « Not applicable “ or “Applicable but

commodity markets

commodity markets, including OTC, and
achieve appropriate regulation and
supervision of participants in these
markets. Market regulators and
authorities should be granted effective
intervention powers to address disorderly
markets and prevent market abuses. In
particular, market regulators should have,
and use formal position management
powers, including the power to set ex-
ante position limits, particularly in the
delivery month where appropriate, among
other powers of intervention. We call on
IOSCO to report on the implementation
of its recommendations by the end of
2012. (Cannes)

transparency in commodity markets.

See, for reference, IOSCO’s report on
Principles for the Regulation and
Supervision of Commodity Derivatives
Markets (Sep 2011).

Jurisdictions, in responding to this
recommendation, may also make use of
the responses contained in the report
published by the IOSCO’s Committee on
Commodity Futures Markets based on a
survey conducted amongst its members in
April 2012 on regulation in commodity
derivatives market.

no action envisaged ...” has been
selected, please provide a brief
justification:

Issue is being addressed through :
[] Primary / Secondary legislation
[] Regulation /Guidelines

1 Other actions (such as supervisory
actions), please specify:

Status of progress :
[No response]

Short description of the content of the
legislation/ regulation/guideline:

Web-links to relevant documents:

Expected commencement date:

Web-links to relevant documents:
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26 | Legal Entity Identifier | We support the creation of a global legal | Jurisdictions should indicate whether they | Not applicable Planned actions (if any):

New entity identified (LEI) which uniquely have joined Regulatory Oversight If  Not applicable “ or “Applicable but

identifies parties to financial transactions.
(Cannes)

We encourage global adoption of the LEI
to support authorities and market
participants in identifying and managing
financial risks. (Los Cabos)

Committee (ROC) and whether they
intend setting up Local Operating Unit
(LOU) in their jurisdiction.

no action envisaged ...” has been
selected, please provide a brief
justification:

Internally, Indonesia has developed a
Single Investor Identification-SID as
Legal Entity Identifier. This is governed
through a regulation concerning SID
namely V.D.3 : Internal Control For
Securities Company, VI.B.2 : SID for
registrar, and 111.C.7 : Sub Account in
The Central Securities Depository.

Issue is being addressed through :
LI Primary / Secondary legislation
L1 Regulation /Guidelines

] Other actions (such as supervisory
actions), please specify:

Status of progress :
[No response]

Short description of the content of the
legislation/ regulation/guideline:

Web-links to relevant documents:

Expected commencement date:

Web-links to relevant documents:
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XI.  Enhancing financial consumer protection
27 | Enhancing financial We agree that integration of financial Jurisdictions should describe progress Implementation ongoing or completed Planned actions (if any):

(41) consumer protection consumer protection policies into toward implementation of the OECD’s If * Not applicable * or “Applicable but | Currently Bl is working an initiative on

regulatory and supervisory frameworks
contributes to strengthening financial
stability, endorse the FSB report on
consumer finance protection and the high
level principles on financial consumer
protection prepared by the OECD
together with the FSB. We will pursue
the full application of these principles in
our jurisdictions. (Cannes)

G-20 high-level principles on financial

consumer protection (Oct 2011).

no action envisaged ...” has been
selected, please provide a brief
justification:

Issue is being addressed through :
M Primary / Secondary legislation
M Regulation /Guidelines

[J Other actions (such as supervisory
actions), please specify:

Status of progress :

Reform effective (completed) as of :
2011

Short description of the content of the
legislation/ regulation/guideline:
Indonesia has issued a consumer
protection Act in 1999 as the basis law of
consumer protection. Furthermore, the
OJK Law that was issued in 2011 further
governs consumer protection issues by
providing the OJK a mandate to protect
the interest of financial institutions’
consumers. Several Bl regulations have
also addressed consumer protection
issues such as Bl regulations concerning
mediation, complaint handling, product
transparency and customers’ data and
privacy. In principle, all requirements on
consumer protection that governed by the
prevailing Laws and regulations have

Financial Inclusion. Several steps have
been taken to address G-20 principles on
innovative financial inclusion for which
one of the principles is concerning
protection issues.

Expected commencement date:

Web-links to relevant documents:

http://www.bi.go.id/web/en/Peraturan/Per
bankan/
http://www.bi.go.id/web/id/Info+dan+Ed
ukasi+Konsumen/
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been in line with G-20 high-level
principles on financial consumer
protection. Aside from the issuance of
Laws and regulations, Bl together with
banking industry has conducted several
customer education programs such as
through the distribution of booklet or
comic on consumer protections. To cover
wider public target, the programs have
been conducted through several
mechanisms including through mass
media and through the existence of
mobile education stands (“education
cars”). Furthermore, a MoU regarding
cooperation to incorporate financial
education at all level of schools’
curriculum has been signed between BI
and Ministry of Education and Culture.
Moreover, to allow greater access of
information regarding consumer
protection issues, Bl has launched a
customer information website for which
several Indonesia banks have linked their
website into the customer information
website.

Web-links to relevant documents:
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