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" " “Risk Management

Danamon employs risk management framework PILLARS AND PRINCIPLES OF RISK
and governance to provide comprehensive control MANAGEMENT

and management of major inherent risks in its The Bank implements Seven Pillars of Risk

business activities as consolidated and managed Management, focused on:

comprehensively by considering the possibilities

of interactions between one-risk exposures with a. First Pillar - Good Corporate Governance

the other. In order to strengthen good corporate
governance, our risk management organization

Danamon employs holistic approach toward involves active supervision and oversight from

eight risks categories in accordance with Bank the Board of Commissioners, the Board of

Indonesia’s  definitions, which consists of Directors and Syariah Supervisory Board (for

credit, market, liquidity, operational, strategic, Syariah Unit). To assist in carrying out its

reputation, legal, and compliance risk. responsibilities, the Board committees are

established when required.
Danamon’s Risk Appetite Statement (RAS)

outlines the levels and nature of risks that the b. Second Pillar - Risk Framework

Bank will take, in order to articulate its mission for Every member of staffs is expected
the stakeholders, subject to constraints imposed to comprehend and play a part in risk
by the debtors, regulators, and customers. management according to their respective

functions and responsibilities. Integrated
Risk will be responsible for defining the Risk
Architecture and provide ground rules for
managing risk as well as risk oversight. All
Lines of Businesses and Support Function will
work within the general guidelines established
by the Integrated Risk Management Group.

The Compliance Department will be responsible
to ensure that all the regulations issued by Bank
Indonesia and other regulatory authorities are
socialized and followed by all related LOB and
Support Functions.

Internal Audit Department will be responsible
to ensure that the Line of Businesses and
Support Functions are performing their roles
and responsibilities and comply with the entire
approved policies and procedures regarding
risk management and control.
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. Third Pillar -Risk Management Standard

Bank has a consistent and disciplined approach
to the identification, measurement, monitoring
and controlling credit, market, liquidity,
operational, and other risk in a transparent
manner.

. Fourth Pillar — Accounting Standard

All financial accounting, reports, and records
supplied to regulators and other external
stakeholders must comply with at least the
local regulations.

. Fifth Pillar - Technology & MIS

Bank adopt a scalable and reliable technology
that is commensurate to our size and the
nature of our business activities. We develop a
robust technology to support implementation
of risk management framework.

Sixth Pillar - Human Resources

Managers and officers who deal with risk at
all levels must be qualified and experienced in
accordance with the nature, size, and complexity
of the Bank business operations. Qualifications
and skill levels required for staffs at each job
level must be clearly defined to ensure we have
the right person in each position.

Management Discussion & Analysis

g. Seventh Pillar - Risk Awareness and Culture
Danamon continuously applies a prudent
approach in developing its business strategy.
This business strategy is acclimatized with
the risk appetite, which will be expressed by
Danamon.

Subsequently, in the monitoring, control and
management of risk, Danamon applies the
following principles.

Three Lines of Defense

Danamon implements the following “Three Lines
of Defense” approach in designing and executing
a risk management and control framework:

a. First Line of Defense

The Business Units serve as the first line of
defense and are accountable for identifying,
assessing, controlling and mitigating risks in
business. The business units have the primary
responsibility for the day-to-day management
of the risk exposures of their business. They
are accountable for the risk arising from their
pursuit of business opportunities, consistent
with the approved target market for their
business.

b. Second Line of Defense
The independent Integrated Risk Management
unit and Compliance Division are the key
operators in providing the second line of
defense, through an independent oversight
function. The independent Integrated Risk
Management Group is expected to review and
approve risk boundaries for the various business
units, and thereafter, to work closely with the
business units to ensure that risks undertaken
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Risk Management

by businesses are appropriately identified, measured and managed within
agreed parameters and reported accordingly, to the designated party.

The Compliance Division manages compliance risk and has the responsibility
to ensure that all the regulations issued by Bank Indonesia and other regulatory
authorities are disseminated and followed by all relevant business units in all
the Bank’s activities and levels of organization.

c. Third Line of Defense

Internal Audit plays the role of the third line of defense in the risk management
and control framework by independently testing and auditing the efficacy and
robustness of the processes of the business and support units to ensure that
they are performing their roles and responsibilities, and comply with various
risk management and control policies and procedures, as approved by the
BOD. Internal Audit should also independently review the portfolio quality of
each line of business as well as market risk positions and exposures.

First Line of Defense Second Line of Defense Third Line of Defense

Line of Business Risk & Compliance Internal Audit
Risk Ownership Independent Risk Control and Risk Assurance
Compliance

Accountable for.identifying, Independent risk-oversight & Independently testing.and

assessing, controlling and ensure that:all the regulations are auditing the efficacy and
mitigating the risksin business socialized and followed robustness of processes

Integrated Risk Management

Danamon believes in Integrated Risk Management as an approach to manage all
risks. With the principle of integration, Danamon sees all risk as consolidated and
thus manages it comprehensively, by considering the possibility of interaction
between one-risk exposures with another. This general approach will assure that
all risks, both on and off the balance sheet, will be managed in an integrated
manner.

By applying an integrated approach to risk management, Danamon has a

proactive and systematic risk management process to identify, quantify and
manage all risks inherent in the Bank’s activities; these include Credit Risk,
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Risk Management

Market, Liquidity, Operational, Legal, Strategic,
Reputation, Compliance and other risks.
Danamon has also implemented integrated risk
management with subsidiary risk.

Danamon implements IRM, with the consideration

that the IRM can ensure:

« The Bank has adopted a comprehensive
approach towards all types of risks — Credit,
Market, Liquidity, Legal Operations, Strategic,
Reputation, Compliance and other risks.

< All
accurately.

risks will be measured and recorded

« Sufficient monitoring and
exposures is at hand

* The risk management

adequate for each line of business

reporting on all

is structured and

» Consistency in risk management policy and
implementation

* Availability of a
technology to manage risks.

» Availability of adequate and competent human

sufficient system and

resources for risk management at all levels.

RISK MANAGEMENT ORGANIZATIONAL
STRUCTURE

Danamon has developed a distinct organizational
structure for risk management, consisting of
several risk committees and a Risk Division
with varying degrees of responsibility. Based
on this structure, there are precise roles and
responsibilities for all employees responsible for

risk management.

The Bank’s risk management organization involves
supervision from the Board of Commissioners
and Board of Directors. The Risk Monitoring
Committee is the highest risk authority, which
stands at the Board of Commissioners level.
This committee serves as a board of trustees
to oversee the implementation of strategies and
risk management policies, risk exposure and to
evaluate the Board of Directors’ accountability.

Risk Management Organizational Structure
Board of
Commissioners
|
Risk Monitoring .
Committee :

Board of Directors

Risk Management
Committee

Risk Management
for Line of Business
and Subsidiaries

PT Bank Danamon Indonesia, Tbk.

Integrated Risk Management

Credit Risk I[\i/(lq%rlcjﬁ;%?si Operational Risk

Working Unit for Legal
Compliance, Strategic,
and Reputation Risk
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Danamon set the Risk Management Committee at
the Board of Directors’ level with the responsibility
of managing the Bank’s and its subsidiaries’
overall risk. This committee is to oversee the
development of risk strategies, policies and is to
evaluate significant risk issues.

To perform the functions of integrated risk
management, Danamon has established an
Integrated Risk Management Group that serves
as an oversight for the Bank’s overall credit,
market, liquidity and operational risks. This
group is a centralized and independent function
of the Operations Unit (risk taking units) and
from the internal control unit. The Integrated
Risk Management Group defines the Bank’s
risk architecture and develops an overall risk
management strategy, which includes bank-wide
policies, boundaries and controls for all lines of
business.

The independency of the Integrated Risk Group
is intended to create a risk management model
that is effective, efficient and independent of any
business interests or supervisory functions of
relatively parallel institutions.

At a functional level, Danamon has set the

following conditions:

» Credit risk is managed by Enterprise Risk &
Policy, Chief Credit Officer Wholesale and Chief
Credit Officer Retail & Mass Market.

« Market and Liquidity risk is managed by Market
& Liquidity Risk.

* Operational risk is managed by Fraud &
Operation Risk Management.

* Reputation risk is managed by the Corporate
Secretary.

Annual Report
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» Strategic risk is managed by the Strategic Risk
Working Unit.

* Legal risk is managed by Legal & Litigation.

« Compliance risk is managed by Compliance.

The mainelements of Danamon’s risk management
good corporate governance structure are:

by the Board of
Commissioners and Board of Directors and

e Active  monitoring
Syariah Supervisory Board

» Adequate Policy, Procedure, and Determination
of Limits

+ Risk Management Process and System

* Internal Control System.

Active Monitoring by the Board of
Commissioners, Syariah Supervisory Board and
Board of Directors

The organizational chart structure shows that the
Board of Commissioners, Syariah Supervisory
Board and the Board of Directors all play a vital
role in the success of risk management, through
active monitoring. With a full understanding
of their strategic role, Danamon has assigned
specific tasks for each position, briefly described
below.

Active Monitoring by the Board of

Commissioners

Some of the active monitoring functions that

are part of the Board of Commissioners’ roles

include:

a. Responsibleforapprovingthe general framework
of risk management policy recommended by
Managing Director and/or Board of Directors,
through the Risk Management Director.

b. Administer monitoring of risks and evaluate
Board of Directors’ accountability of the
implementation of risk management policy,
strategy and exposure through a periodic review
with the Managing Director, Board of Directors
or with the Director of Risk Management.
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c. Conduct Risk Management functions as
stipulated in the regulations.

d. Delegate authority to approve/recommend
business activities and other functions to the
Managing Director, Board of Directors or the

Director of Risk Management.

The Board of Commissioners may delegate a
risk-monitoring function to the Risk Monitoring
Committee. However, the Board of Commissioners
still holds the final responsibility for the monitoring
of risk management implementation.

Active Monitoring by the Syariah Supervisory

Board

Danamon assigns the Syariah Supervisory Board

to the Syariah Line of Business, as recommended

by the National Syariah Board — Majelis Ulama

Indonesia, and as approved by Bank Indonesia,

in compliance with the applied regulation. The

Syariah Supervisory Board’s functions and active

roles in risk management include:

a. Assessing and ensuring compliance of the
Syariah Line of Business products, policies/
procedures and Syariah
principles, and conduct surveillance to conform

activities  with

with the fatwa of the National Syariah Board —
Majelis Ulama Indonesia.

b. Evaluating Risk Management Policies in relation
to compliance with Syariah principles.

c. Evaluating Board of Directors’ accountability
of Risk Management policy implementation in
relation to compliance with Syariah principles.

Active Monitoring by the Board of Directors

The Board of Directors is in charge of operation,
and comprehensively determining policy directions
and the risk management strategy, along with its
implementation. The Board of Directors’ functions
and active roles in risk management cover:
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a. Establish the Bank’s risk appetite.

b. Responsible for the development of a risk
management policy.

c. Responsible for the implementation of risk
management policy, strategies, framework and
risk exposure undertaken by the Bank.

d. Develop a risk management culture at all levels
of the organization.

e. Monitorthe Bank’s risk quality by benchmarking
it with a reasonable risk level.

f. Periodically review the risk management
framework, processes and policies.

g. Ensure competency enhancement of human
resources related to the implementation of
risk management.

The Board of Directors establishes the Risk
Management Committee to assist in carrying out
its functions and responsibilities, in the form of
the Risk Management Committee. Nevertheless,
the Board of Directors still holds responsibility
for its role in monitoring the implementation of
risk management.

Adequacy of Policy, Procedures and
Determination of Limits

The Risk Management Policy has been set to
ensure that the Bank'’s risk exposure is consistent
with internal policies and procedures, and also
with external laws, regulations and other related
provisions. The Bank is managed by officials with
sufficient knowledge, skills and expertise in risk
management, in line with the business’ level
of complexity. To achieve this, Danamon has
assigned:
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Management group
responsible to centrally coordinate all risk
management policies and implementation.
This working unit will develop bank-wide core
risk policies, and control of risk management
to be followed by the Line of Business and

Subsidiaries.

. Line of Business and Subsidiaries to create

consistent guidelines
products consistent with the Bank’s policies,

prudent principles, and related regulations.

and procedures of

. Awareness of risk and compliance with policies,

procedures and risk limit, as a mindset for all
risk officials. No one is allowed to deliberately
override the policy or limit without approval. All
deviations or exceptions must be approved by
authorized officials.

procedures must be
disseminated to the entire organization. Senior
officials in each Line of Business, Product Unit
or Supporting Unit shall provide appropriate
risk oversight to ensure that risk policies have

been implemented properly and effectively.

. All policies and limits should be reviewed at

least once a year or more frequently in the

event of significant changes to ensure that the

Bank’s practices are in accordance with the

expected risk limits.

risk management policy,

Danamon has included the following items:

a. To conduct risk identification and know how
to mitigate risk in a clear and controlled
manner.

b. Establish a clear line of responsibility and
accountability in managing each type of
risk.
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c. Establish a methodology that can measure
risk and a management information system
which will support the business.

d. Assign a limit determination procedure
which describes the maximum acceptable
loss that is consistent with the Bank’s risk
appetite and tolerance.

e. Prepare contingency plans.

f. Policies and procedures on new products
and activities.

g. The establishment of an internal control
system for the implementation of risk

management. A fundamental component
in the system of internal control is the
independent evaluation and review of the
effectiveness of existing processes and

systems.

Risk Management Processes and Risk
Management Information System

Risk Management Processes

Danamon conducts a process of identification,
measurement, monitoring and control of all risks
faced, from central to subsidiary level.

Risk Identification

A risk identification process will determine the
scope and scale of the measurement, monitoring,
andrisk control stages. Proactiverisk identification
covers all Danamon business activities and is
conducted in order to analyze the sources and
the potential risks and impacts. Identification is
done by analyzing all types and characteristics of
risk inherent in any business activity, which also
includes the Bank’s products and other services.

PT Bank Danamon Indonesia, Tbk.
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Risk Measurement

The risk measurement system is used to measure
Danamon’s risk exposure as a reference to exert
control. The measurement’s approach and
methodology can be quantitative, qualitative, or a
combination of both. Risk measurement is done
on a regular basis for products, portfolio, and for

all Danamon’s business activities.

Risk Monitoring

Risk monitoring is done by evaluating the risk
exposures inherent in the entire portfolio of
products and business activities as well as the
effectiveness of Danamon’s risk management
process.

Danamon has also established a portfolio
management procedure as an integral part of
risk management. The objective of portfolio
management is to achieve a balanced risk
portfolio and to establish a frame of reference
in making decisions on individual exposures. The
Integrated Risk Management Group is responsible
for managing the Bank’s exposure to the portfolio,
while the business unit is responsible for individual
exposures. The Integrated Risk Management
Group recommends various limit concentrations
and monitors achieved exposure. Limits will be
reviewed at least once a year. Changes on limit
can be set when necessary.

In portfolio management, the Bank seeks to
maintain capital equal to the level of risk that the
Bank undertakes.
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Risk Control

Risk control is done by providing follow-up action
on moderate and high risks, which exceeds the
limit, increasing control (close supervision),
increasing capital to absorb potential losses, and
periodic internal audits.

In Danamon’s Risk Management structure,
Integrated Risk Management consolidates the
entire Bank’s risk exposure, managed by the
functional units as persons in charge.

Line of Business and subsidiaries are operational
working units responsible for managing the
risks from the beginning to the end, within its
scope of responsibilities. They must clearly
identify measure, monitor, control and define
mitigation to manage risks before entering into
any activities that contain risks. The risk working
unit’s responsibilities include credit approvals/
recommendations in the form of a credit
committee.

Risks in the operational working unit are
managed by the Business Risk Heads of the line
of business. Business Risk Head has indirect
responsibility reporting to the Integrated Risk
Director in his supervisory functions. In carrying
out its role as risk monitoring and control at the
operational unit, the Integrated Risk Management
Group will evaluate the entire business plan,
policies and products. At a certain level of risk-
taking, Integrated Risk Management Group, as a
member of the Head Office’s Credit Committee,
will provide recommendations for credit decisions.
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Risk Management Information System

In order to provide an effective control and
monitoring system, Danamon’s Risk Management
Information Systems are in place and cover a
sufficient level of detail, such as Internal Rating
System, Central Liability System, Market Risk
Engine within Treasury System, and Operation
Risk Management System. These Management
Information Systems enable the Bank to detect
any adverse development at an early stage,
allowing for timely implementation of corrective
measures aimed at minimizing losses to the Bank.

Internal Control

Danamon has applied internal control which covers:

a. Determining the organizational structure
through clear definitions of functions between
the business units with risk management unit.

b. Assign the risk
independent work unit whose role is to create

risk management policies,

management unit, an

risk measuring
methodologies, risk limit determination, and
data/model validation.

c. Each functional transaction and activity with
risk exposure will be reviewed and monitored
as necessary by each business unit.

Additionally, Danamon always ensures compliance
with various key points in the control process,
including: compatibility of internal control system
and bank risks, the establishment of the policy
monitoring authority, procedures and limits, a
clear organizational structure and adequate “four
eyes principle”, as well as sufficient procedures to
comply with applied regulations.
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Danamon  implements an  effective risk
management and internal control system which
includes the implementation of the three lines
of defense, assignment of risk tolerance and
application of risk and cultural awareness as
described in the previous section.

Danamon also periodically analyzes the
effectiveness of risk management implementation
including adequacy of policy, procedures, and
management information system. This includes
internal audit on risk management process and
monitoring on corrective actions taken in response

to the audits findings.

RISK MANAGEMENT POLICY
GOVERNANCE

Danamon implements an Integrated Risk
Management (IRM) that allows Management to
manage risks across all business units. Integrated
risk management is a combination of a series of
strategies, processes, resources, competencies
and technologies aimed at evaluating and
managing risk. The application of IRM is intended
to add value for shareholders through integration
between the determination of risk appetite and
risk tolerance, to be in alignment with business
strategy, by improving the quality of the risk
management process to improve effective and

efficient capital management.

IRM can effectively ensure consistent application
of risk management governance and optimize
the risk management function to support and
influence business decisions in terms of pricing,
resource allocation and other business decisions.
Application of IRM is done on an ongoing basis,
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supported by a unified organizational structure,
ranging from senior management, competent
human resources and adequate information
technology.

IRM uses a process-oriented approach to risk
management, which focuses on the future, so that
the Bank is able to manage all major risks. Risk
management leads to the determination of risk
appetite number or tolerance limits that can be
undertaken by the Bank in determining a portfolio
is in line with the carefully considered price risk,
reflected in the amount of capital allocated for the
risk, as well as supporting business development.
Given the importance of risk management in
banking, Danamon strives to implement a risk
management framework that is adaptive, easy to
understand and implement at all levels. To enhance
risk management efficacy, Danamon also seeks
to develop a culture of risk for the entire staff,
to introduce awareness that risk management is
essentially a shared responsibility, as any impact
of risks will affect all levels of the company.

Risk Appetite

Risk appetite or risk tolerance is the risk value,
which Danamon is willing to accept in order to
reach a certain level of profit. Risk tolerance (risk
appetite) is developed from the risk philosophy
and business strategy, so that this tolerance must
go in line and does not conflict with the philosophy
and strategy of the business risk.

Danamon has developed a Risk Appetite
Statement (RAS), which outlines the levels and
nature of risks that the Bank will take in order
to articulate its mission for stakeholders, subject
to constraints imposed by debtors, regulators,
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and customers. It is the responsibility of the
Board of Directors and senior management
to define Danamon risk appetite and to ensure
that the Bank’s risk management framework
includes detailed policies that set specific firm-
wide prudential limits on the Bank’s activities,
consistent with its RAS and capacity.

The aim of the Risk Appetite Statementis to enable

execution of the Bank’s articulated strategy

while meeting the reasonable expectations of

all stakeholders. It does not seek to prevent risk

taking. It aims to ensure that risk taking across

the groups is:

* In line with the Board of Directors’ objectives

* Understood at appropriate level within the
organization

* Optimized on a risk-return basis within the
constraints of the Group Risk Appetite.

Risk Management Policy

Danamon’s risk management policies are
established to identify and analyze the risks faced
by the Bank, to set appropriate risk limits and
controls, and to monitor risks and adherence to
limits. Risk management policies and systems
are reviewed regularly to reflect changes in
market conditions, products and services offered.
The Bank, through its training and management
standards and procedures, aims to develop a
disciplined and constructive control environment,
in which all employees understand their roles and

obligations.
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Danamon has an Enterprise Risk Management
Policy that has been reviewed and approved in line
with Bank Indonesia regulations. This policy is
used as a guideline to the Bank’s implementation
of Risk Management. Additionally, in line with
Bank Indonesia regulations on subsidiary risk
management activities, subsidiaries have risk
officials and the Bank, through Risk Management,
oversees the implementation of comprehensive
and integrated risk management.

According to industry best practices and the
Basel Il Risk Management Framework, Danamon
has established an Integrated Risk function,
composed of senior professionals covering credit
risk, market and liquidity risk, and operational

risk.

Integrated Risk is a function that is independent
and separate from each line of business and risk-
taking units. However, on a day-to-day basis, each
line of business is also responsible for the risk
management function in each of its business
lines, respectively. In partnership with each line
of business, the Integrated Risk Working Unit
is responsible for setting up risk management
policies and limits for all lines of businesses in
accordance with core risk policies, which are the
guiding principles of the Bank’s credit business.
The group also sets and updates all umbrella
policies and procedures to identify, measure,
analyze, and control all risks in each line of
business (risk taking units). The Integrated Risk
Working Unit also socializes the risk strategies and
policies to all related business units and ensures
a strong risk management and risk awareness
culture throughout Danamon and its subsidiaries.
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Risk Culture

Danamon believes that it is important for all
employees to know and understand the risks
faced in its activities. This creates a robust risk
management culture. In this regard, the Bank
is determined to build a combination of unique
values, beliefs, implementation and management
monitoring that will ensure all levels of Danamon
conduct its operations prudently and refer to best
practices.

Risk culture will be established through:

» Direction and supervision of the Board of
Commissioners and Board of Directors.

* Introduction of risk management as an integral
part of business operations.

» Compliance with all policies, procedures, laws
and regulations.

Danamon is determined to build the risk culture

awareness at all levels of the organization

through:

 Communicating the importance of risk
management

+ Communicating the Bank’'s expected level
of risk tolerance and the risk profile through
various restrictions and portfolio management

* Giving employees the authority to prudently
deal with the risks in their activities

* Monitoring the effectiveness  of risk

management in all areas.

SPECIFIC RISK MANAGEMENT

New Product and Activity Risk Management
Danamon includes new product and activity
risk management plan in its Business Plan in
accordance with applied regulations. This policy
stipulates the procedures for the issuance and

monitoring of Bank Products.

PT Bank Danamon Indonesia, Tbk.
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New products are prepared and recommended by
the Business Unit and Risk Management Unitin the
product owner’s Line of Business and Subsidiaries,
and reviewed by the Risk Management Unit as well
as other related divisions such as the Legal and
Compliance Division. The product also has to go
through a Compliance Test before being launched.
Productapproval authorities are categorized based
on their level of risk, where high-risk products
must be approved by the Managing Director. The
level of risk is evaluated based on the product’s
performance, target customers, the complexity of
the operational processes, and market conditions.
For Syariah Work Unit products, a consultation
with the Syariah Supervisory Board is required.

Danamon applies the precautionary principle in
new products/activities launched to customers.
With its extensive network, sizeable human
resources capacity, as well as the capability and
appropriate strategy, the Bank will seek to serve
all segments of customers.

Syariah Business Risk Management

Based on the regulations of Bank Indonesia No.
13/23/PBI1/2011 regarding the Implementation
of Risk Management for Commercial Syariah
Banks and Syariah Business Units, a Bank must
implement Risk Management for two types of
risks in the Syariah Business Unit: the Equity
Investment Risk and Rate of Return Risk.

In line with the regulation, Danamon actively
implements Risk Management on the Syariah
Business Unit. In terms of policy, the Bank has
its Enterprise Risk Management Policy as the
main framework and the basic principles of risk
management that must be followed by all lines of
business and subsidiaries, including the Syariah
Business Unit. Additionally, the Syariah Business
Unit is also guided by the Syariah Principles,
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which are the Islamic laws in banking activities
based on the fatwa issued by relevant religious
authorities.

The Syariah Business Unit's products and
activities are reviewed by the Risk Management
Working Unit and by other relevant units, and
must also pass through a Compliance Test. Risk
measurement is done by using a methodology that
is appropriate to the Syariah’s characteristics,
by measuring the level of risk profile conducted
on a quarterly basis. The risk profile report is
evaluated and later submitted to Bank Indonesia.

In terms of management of risks that are
related to Syariah principles compliance, the
Syariah Supervisory Board gives its approval
for policies, procedures, system and products
related to Syariah principles compliance and also
for the contracts used. In the implementation
of Danamon’s Syariah Business Unit Risk
Management process and system, the Risk
Management committee and Risk Management
working unit of Danamon Conventional Bank also
handles the Syariah Business Unit. In addition,
the Syariah Business Unit Director is also
member of the Risk Management committee.
The Syariah Supervisory Board has been placed
in Danamon’s Syariah Business Unit and has run
its main functions and task properly.

Risk Management of Subsidiaries

Danamon applies a consolidation process with
its subsidiaries. The consolidation process of
risk management is conducted by observing the
differences in entity and characteristics between
the company and its subsidiaries. Implementation
of the consolidation process of risk management
is done through assistance and alignment of
risk management practices in risk governance,
risk management policies and procedures, risk
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measurement methodologies, risk management
reporting, and enhancement of risk awareness
culture.

The Risk Management Unit continuously monitors
portfolio performance and
identifies any “early warning” in subsidiaries’
Bank
technical assistance in the risk management

the subsidiaries’

portfolio quality. The also provides
process in relations to credit risk, market and
liquidity risk, operational risk, human resources,
information systems, policies and procedures,
and methodologies of risk management.

Subsidiaries’ risk exposure monitoring and

evaluation is reported monthly and includes
detailed and in-depth monitoring of the portfolio
performance, including, but not limited to, a
portfolio cap approved in the Product Program.
Subsidiaries’ risk management is one of the
focus of Management, due to its significance in

supporting the Bank’s strategic plan.

FOCUS AND ACTIVITIES OF RISK
MANAGEMENT IN 2013

Various programs have been conducted for the
Bank’s with the
following results:

risk management activities,

Integrated Risk Activities

» Danamon has been selected by Bank Indonesia
and the Indonesia Financial Service Authority
(FSA) along with 3 other Banks to be the
benchmark of consolidated Risk Management,
with subsidiaries.
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» As one of the banks in Indonesia that created
the Internal Capital Adequacy Assessment
Process (ICAAP), based on best practice.

Credit Risk

« Successfully lowered the non-performing
loans (NPL) and the Cost of Credit (CoC) from
previous year.

* Developed the Probability of Default (PD)
rating model for financial institutions with
Moody's.

* Updated the
developed the
economic capital that will be used next year.

industrial classification and

industry limits based on

Operational Risk

* The first company in Indonesia & the first
Bank in Southeast Asia with ISO 22301:2012
— Business Continuity Management System
(BCMS) certification from British Standard
Institution (BSI) Group.

« Founder and Chair of Indonesia BCM Forum,
with 75 professional BCM members from 45
companies.

* As the initiator of
Indonesia’s banking industry (case studies,

the Fraud Forum in

updating the negative list).

+ Changing the ORM approach of control, into
risk-based LoB, support functions and its
subsidiaries.

» Published the ORM e-learning 2013.

Market and Liquidity Risk

* Methodology for Market Risk measurement by
using a more sophisticated approach of VaR,
EAR and Economic Value of Equity.

+ Risk exposure in proper level, approved
products, instruments, currencies and
markets.

PT Bank Danamon Indonesia, Tbk.
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* Increased limit structure to enable precise risk-
taking to be in line with the rate of return.

* |Improve the reporting and monitor efficacy to
further enhance analysis and control.

RISK PROFILE

Assessment of Risk Profile includes an assessment
of the inherent risks and quality assessment
of the implementation of Risk Management,
which reflects the risk control system, both
individually and on a consolidated basis for the
Bank. The assessment is carried out on eight (8)
Risks namely Credit Risk, Market Risk, Liquidity
Risk, Operational Risk, Legal Risk, Strategic
Risk, Compliance Risk, and Reputational Risk.
In assessing the risk profile, the Bank refers to
Bank Indonesia regulations on the assessment of
Commercial Banks’ health level. The responsibility
for coordinating risk profile report is in the
Integrated Risk unit.

Based on monitoring results of each group of core
risks of Danamon in 2013, the composite rank for
the Bank’s overall profile risk as of 31 December
2013 was 2 (Low to Moderate).
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CAPITAL MANAGEMENT STRATEGY

Bank Capital Composition

In accordance with Bank Indonesia Regulation
No. 14/18/PBI1/2012 dated 28 November 2012,
regarding the Minimum Capital Adequacy Ratio
for Commercial Banks, the capital consists of:

1. Core Capital (Tier 1)

2. Supplementary Capital (Tier 2); and

3. Additional Supplementary Capital

As for Danamon, the current capital structure
consists of:

1. Core Capital (Tier 1)
Comprises paid-up capital of common shares
and disclosed reserves which consists of
additional paid up capital, general reserve,
prior years profit, current year profit (50%),
which
consists of shortage in regulatory provision
over allowance for impairment loses for
productive assets, regulatory provision on non

calculating the deduction factors

productive assets and Bank’s investment in
subsidiaries.

2. Supplementary Capital (Tier 2)
Comprises the regulatory provision general
reserve on productive assets (maximum of
1.25% from RWA for credit risk) including
deduction factor of Bank's investment in
subsidiaries (50%).

Annual Report
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Capital Management Strategy

Pursuant to Bl regulation No. 14/18/PBI/2012
dated 28 November 2012 on Minimum Capital
Adequacy Ratio for Commercial Banks and
Bl Circular Letter No. 14/37/DPNP dated 27
December 2012 on Capital Adequacy Ratio (CAR)
in Accordance with Risk Profile and Fulfillment of
Capital Equivalency Maintained Assets (CEMA),
Danamon is required to calculate its minimum
CAR based on risk profile and to implement the
Internal Capital Adequacy Assessment Process
(ICAAP).

Danamon

In assesing its adequacy capital,

ensures capital adequacy both from:

1. Minimum CAR
Indonesia, and

requirement set by Bank

2. Internal
sustainable capital adequacy to support the
continuity of the Bank’s operations.

capital adequacy, by ensuring

Internal Capital Adequacy Assessment Process
With reference to the Basel Il and Bank Indonesia
regulations, and to enhance risk management
effectiveness within the Bank, Danamon has
implemented the Internal Capital Adequacy
Assessment Process (ICAAP), which is a process
to determine capital adequacy in accordance with
the Bank’s risk profile and determining strategies

to maintain adequate capital levels.

Annual Report

Risk Management

Pursuant to regulations from Bank Indonesia,
ICAAP implementation in Danamon is ensured by
active monitoring by the Board of Commissioners
and the Board of Directors, capital adequacy
assessment process, monitoring and reporting
of the Bank’s risk profile, and adequate internal
control.

The assessment result shows that the Bank
managed to meet the minimum CAR based on
risk profile. Based on ICAAP, the Bank will have
sufficient available financial resources to fulfill its
capital demand for Pillar 1 and Pillar 2 for the
next three years. As part of its capital planning,
Danamon maintains a dividend payout ratio of
30%, similar to previous year.

Capital Structure

As of December 31, 2013, Danamon is one of
the bank with the highest level of capitalization
in Indonesia, with consolidated CAR at 17.86%
(Bank Stand Alone at 17.48%), well above the level
required by Bank Indonesia. With a strong capital
and supported by optimal capital management,
the Bank's capital adequacy will not limit its
future growth potential.

PT Bank Danamon Indonesia, Tbk.
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The individual and consolidated quantitative disclosure of the Bank’s capital structure is detailed
in Table 1.a.

242

1.a. Quantitative Disclosure of Commercial Bank Capital Structure
(in million rupiah)

VI

VIl

CAPITAL COMPONENT

(2)

CAPITAL COMPONENT
A  Core Capital

1 Paid Up Capital
Disclosed Reserve
Innovative Capital
Deduction Factor to Core Capital
Minority Interest
B Supplementary Capital
1 Upper Tier 2
2 Lower Tier 2 maximum 50% of Core Capital
3 Deduction Factor of Supplementary Capital
Deduction Factor of Core and Supplementary

u b~ wN

¢ Capital
Securitization Exposure
Other Supplementary Capital which meet the
D b . q
criteria (Tier 3)
E Other Supplementary Capital Allocated To

Anticipate Market Risk
TOTAL CORE CAPITAL AND SUPPLEMENTARY CAPITAL
(A+B-0Q)
TOTAL CORE CAPITAL. SUPPLEMENTARY CAPITAL. AND
ADDITIONAL SUPPLEMENTARY CAPITAL ALLOCATED TO
ANTICIPATE MARKET RISK (A + B - C + E)

RISK WEIGHTED ASSETS (RWA) FOR CREDIT RISK **)
RISK WEIGHTED ASSETS (RWA) FOR OPERATIONAL RISK
RISK WEIGHTED ASSETS (RWA) FOR MARKET RISK

CAPITAL ADEQUACY RATIO FOR CREDIT RISK AND
OPERATIONAL RISK [IE(IV+V)]

CAPITAL ADEQUACY RATIO FOR CREDIT RISK,
OPERATIONAL RISK AND MARKET RISK [IIl : (IV + V + VI)]

PT Bank Danamon Indonesia, Tbk.

31 December 2013

Bank
(3)

21,588,379
5,901,122
17,150,001

(1,462,744)

1,182,568

(1,182,568)

21,588,379

21,588,379

102,843,863
20,269,187
397,427

17.54%

17.48%

Consolidated
(4)

26,794,974
5,901,122
22,453,245

(1,559,393)

906,724
1,391,585

(484,861)

27,701,698

27,701,698

126,138,821
28,600,198
401,131

17.90%

17.86%
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31 December 2012

Bank
(5)

19,390,977
5,901,122
15,148,691

(1,658,836)

986,476

(986,476)

19,390,977

19,390,977

87,244,106
17,940,744
315,042

18.44%

18.38%

Consolidated

(6)

23,944,193
5,901,122
19,543,414

(1,500,343)

718,465
1,144,276

(425,811)

24,662,658

24,662,658

105,463,832
24,707,404
315,042

18.95%

18.90%
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Risk Management

IMPLEMENTATION OF RISK MANAGEMENT
AND DISCLOSURE OF RISK EXPOSURE
A. CREDIT RISK

Danamon also applies the principle of
prudence risk management in loan extension
activities. Credit approval authority is

Credit risk is the potential failure of a borrower
or counterparty to fulfill its obligations as
stipulated in an agreement. Credit risk is a
significant risk that mainly arises from the
Bank’s lending activities. However, credit risk
can also arise from a variety of functional
activities of the Bank, such as trade finance
(guarantees, letters of credit), treasury and
investment (inter-bank transactions, foreign
exchange transactions, financial futures, swaps,
bonds), which are recorded in the banking book
or the trading book.

Creditrisk mayincrease dueto the concentration
of lending, i.e. from the debtors, geographic
region, products, types of financing, or a
particular business field.

1. Credit Risk Management

Credit Risk Management implementation,
including Credit Concentration Risk, is
performed individually by the Bank and also
on a consolidated basis with its subsidiaries.
Credit Risk Management includes end-to-
end processes of origination and approval,
monitoring, the problem loan management
process and portfolio management.

Danamon has a Credit Risk Policy to govern
the extension of loans. These policies cover
credit acceptance criteria, the origination,
credit approval, monitoring,
problem recognition, remedial management

exposure

and portfolio management.

Annual Report

granted to the credit committee, where each
member of the credit committee is selected
based on quality, experience and business
requirements. The provision of funds for the
relevant parties shall be approved by the
Board of Commissioners and reviewed by
the Director of Compliance.

Danamon has an established policy that
regulates the delegation of credit approval
authorities, so that every credit decision
has been approved by authorized credit
committee members. This authorized credit
committee members are selected based
on professional qualifications, as well as
by their experience, judgment and ability.
In executing credit authority, the four-eye
principle must be applied; credit approval
decisions must be based on a detailed
analysis, well documented, and regularly
reviewed.

Danamon closely monitors the developments
of its loan portfolio, including those of its
subsidiaries. It also continues to conduct
regular reviews and adjustments of all
relevant policies and processes, including a
Legal Lending Limit.

PT Bank Danamon Indonesia, Tbk.
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2. Credit Risk Concentrations

Concentrations of credit risk arise when a
number of customers are engaged in similar
business activities or activities within the
same geographic region, or when they have
similar characteristics that would cause
their ability to meet contractual obligations
to be similarly affected by changes in
economic or other conditions.

Danamon encourages the diversification
of its credit portfolio among a variety

of geographic areas, industries, credit

products, individual obligors, reflecting
a well balanced and healthy risk profile,
while focusing marketing efforts toward
potential industries and customers in order

to minimize credit risk.

This diversification is based on the Bank’s
strategy plan,
economic conditions, government policy,

target sector, current

funding sources, and projections of growth.

. Credit Risk Measurement and Control

the
performance, as well as events, that may

Danamon closely monitors
impact the behavior of its loan portfolios,
including those of Subsidiaries. Danamon
has implemented a robust credit risk stress
testingprocess, whichis conducted regularly

to anticipate any possible deterioration in

PT Bank Danamon Indonesia, Tbk.
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the loan portfolio as a result of any changes
in economic conditions.

A bankwide review and credit portfolio
monitoring is conducted on the Integrated
Risk Work Group level. The same is applied
to the line of business level (risk-taking
units) for each business portfolio.

Past Due Loans and Impaired Loans
» Past Due Loans

For recognition of past due loans, the

Bank wuses the same methodology

employed by Basel Il:

* The loan, in full or in part, is past due
by 90 days or more. Past due includes
failure to service interest.

* Impaired Loan

a. Assessment for Wholesale Segment
The impairment triggers must cover
the following 4 (four) major areas:

1. Repayment Status
The minimum criteria that can
be used as objective evidence for
impairment for
as Non Performing Loans after

loans classified

equalization of collectability.
2. Financial Performance of Debtor
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Significant  financial problems

experienced by debtor can be

studied from the latest financial
position, financial ratios, and cash
flows forecasts.

3. Assessment  of the Debtor’s

Repayment Capacity

in the

event of contract/credit agreement

Assessment is conducted
loss of
legal
actions by debtors that may result

breach, significant fraud,

assets or key customers,
in bankruptcy.

4. Restructured Loans

Factors above are not an exhaustive
list. There may be other factors or
events that could impair the repayment
capacity of the debtor. Thus, the Risk
Management in the line of business
must prudently monitor and document
any rationale for the classification of
impaired loans categories.

Danamon also monitors and clearly
the the
classification  of loan
categories.

documents rationale for

impaired

. Assessment for Retail Segment

Collective impairment evaluation covers
retail and mass-market portfolios that
may not be individually evaluated

otherwise. Collective classification
applies to loan portfolios with similar
risk characteristics.

credit Usually

these homogeneous pool loans are

managed by credit programs.

Annual Report
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Impaired loan for retail segment are
loan with DPD greater than 90 days
and restructured bills. The collective
classifications must be supported by
adequate documentation and assessed
periodically. The addition of credit
classifications shall be consented by
the Integrated Risk Management Head
with the approval of a Financial Control
Head.

5. Provisioning

The setup of provisions for loans is made
through:

Loan Loss Provision (LLP), as specified
in the Code of Indonesia Banking
Accounting (PAPI) 2008 applied as of
January 2010. Formation of loss reserves
using LLP applied for all Line of Business
(LOB) (conventional).

Provision for Assets (PPA). The formation
of PPA is subject to the prevailing
provisions of Bank The
formation of PPA applies to all Lines of
Business and their subsidiaries. PPA is
used for the purpose of calculating the

Indonesia.

Minimum Capital Adequacy Ratio. The
formation of PPA also applies to Syariah
financing.

PT Bank Danamon Indonesia, Tbk.
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6. Loan Loss Provisioning

In line with the Code of Indonesia Banking
Accounting (PAPI), a calculation arrangement
for Loan Loss Provision (LLP) has been set
up, hereinafter called Loan Impairment.
The calculation of loan loss provisioning,
which was originally based on collectability,
changed into Value Impairment using the
methodology approved by the Board of
Directors.

Impairment is a condition where there is
objective evidence of unfavorable events as
a result of one or more occurring events
after the initial recognition of such credits
and such unfavorable events impact on the
estimation of future cash flows on financial
assets or group financial assets, in a manner
that can be reliably estimated.

Loan Loss Provision of Credit is a provision
formed in the event that the carrying value
of the credit is less than the initial carrying
value after the impairment value. The
definition of the above-mentioned term is
in line with the Code of Indonesia Banking
Accounting.

Assessment for impairment shall be grouped
as follows:

PT Bank Danamon Indonesia, Tbk.
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a. Individual
The method of individual impairment
calculation uses Discounted Cash Flow
method

b. Collective

For the wholesale segmentation, if there is
no objective evidence of loan impairment
that is evaluated individually, loans are
therefore included in the classification of
loans to be evaluated and calculated by
using the method of Migration Loss. Bank
performs monitoring for classification
of loans in the category of unimpaired
loans.

For Retail & Mass Market Segments,
collective impairment can be assessed
using Net Flow Rate methodology or
Vintage Analysis methodology.

Particularly for SME segment, the
recognition of impairment is carried out
under these conditions:

1. Impairment of debtors with facilities
above RplO billion: the assessment
shall be done individually

2. Debtors with facilities above RplO
billion with no objective evidence of
impairment and all debtors having
plafond under RplO billion are
collectively assessed

Annual Report
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7. Provisioning for Assets (PPA)

Banks are required to calculate PPA against

Earning Assets and Non-Earning Assets, in

a form of:

a. General reserves for Earning Assets

b. Special reserves for Earning Assets and
Non-Earning Assets

PPA calculation is at a minimum made in
accordance with the Regulations of Bank
Indonesia.

PPA general reserve is set at the lowest at
19 (one percent) of all Earning Assets
classified as Current.

PPA Special reserve for Earning Assets and

Non-Earning Assets is set at the lowest of:

a. 5% (five percent) of Earning Assets
classified in  Special
deducting the collateral value.

b. 15% (fifteen percent) of Earning Assets
and Non-Earning Assets classified as

Mention after

Substandard after deducting the collateral
value.

c. 509% (fifty percent) of Earning Assets and
Non-Earning Assets classified as Doubtful
after deducting the collateral value; or

Annual Report
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d. 100% (one hundred percent) of Earning
Assets and Non-Earning Assets classified
as Poor after deducting the collateral
value.

Particularly for Syariah Financing, formation

of reserves is implemented as follows:

a. Murabahah Financing is calculated based
on the balance of principal cost

b. Murabahah Financing is calculated based
on the balance cost

c. Requirements to form a reserve are not
applied to the transaction of ljarah or
ljarah Muntahiya Bittamlik

PT Bank Danamon Indonesia, Tbk.
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8. Quantitative Disclosure of Credit Risks of Bank Danamon
The following tables disclose some of the quantitative credit risks of Bank Danamon for year 2013.

2.1.a. Disclosure of Net Receivables Based on Region-Bank Stand Alone
(in million rupiah)

31 December 2013
Net Receivables Based on Region

Jakarta,
No Portfolio Category Ta:og::-\ East Java, Sulawesi, Y Central
Kargwang’ West Java Bali, NTT, Maluku, Kalimantan Java and Total
Bekasi, and and NTB  and Papua Yogyakarta
Lampung
(3) (6)
1 Receivable on Sovereigns 22,612,824 - - - - - - 22,612,824
2 Recelvablels'on Public 907,848 ) . ) ) ) ) 907,848
Sector Entities
3 Receivables on Multilateral
Development ) i i ) ) ) ) )
Banks and International
Institutions
Receivables on Banks 8,897,954 12,455 217,570 78,088 118 7,829 224,695 9,438,709
> Loans Secured by 1,649,699 65,754 104,835 43,085 79,706 99,727 39,152 2,081,958
Residential Property
6 Loans Secured by 422,870 - 178,474 - - 83,665 - 685,009

Commercial Real Estate
Employee/Pensioner Loans - - - - o o - -

8 Receivables on Micro,
Small Business & 13,293,060 3,899,763 6,419,374 5,425,986 3,393,833 9,685,167 4,996,329 47,113,512
Retail Portfolio

9 Receivables on Corporate 39,939,260 2,269,830 4,309,201 2,288,159 3,053,291 5,732,527 2,485,400 60,077,668

10  Past Due Receivables 238,683 75,142 177,916 149,312 112,464 264,373 172,024 1,189,914
11 Other Assets 3,576,626 225,086 563,852 576,165 330,860 775,616 462,584 6,510,789
12 Exposures at Syariah

Business 1,747,084 126,023 344,359 112,459 60,578 164,507 77,489 2,632,499

Unit (if any)

Total 93,285,908 6,674,053 12,315,581 8,673,254 7,030,850 16,813,411 8,457,673 153,250,730
Note:

The Disclosure on net receivables are conducted for assets exposure in balance sheet, commitments/contigencies exposure
for off balance sheet transactions and counterparty credit exposures
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Jakarta,
Bogor,
Tangerang,
Karawang,
Bekasi, and
Lampung

(11)
18,275,003

588,171

7,094,242
1,682,077

359,799

12,516,976

27,655,544
359,506
4,091,378

1,209,251

73,831,947

West Java

24,819
39,282

4,110,861

1,623,624
125,770
169,890

156,003

6,250,249

East Java,
Bali, NTT,
and NTB

(13)

133,712
67,552

157,103

6,803,298

3,232,979
216,859
436,341

309,694

11,357,538

31 December 2012
Net Receivables Based on Region

Sulawesi,
Maluku,
and Papua

(14)

68,640
52,652

5,385,315

1,896,898
128,711
456,986

127,461

8,116,663

Annual Report 2013
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Sumatera e
Kalimantan Java and Total
Yogyakarta
(17)

- - - 18,275,003

- - 432 588,603

115 32,324 193,528 7,547,380

72,305 101,781 55,267 2,070,916

- 87,517 - 604,419

3,636,428 10,282,529 5,572,926 48,308,333

2,517,533 4,537,011 2,047,818 43,511,407

102,432 296,421 217,466 1,447,165

334,437 636,056 348,329 6,473,417

72,695 112,904 60,386 2,048,394

6,735,945 16,086,543 8,496,152 130,875,037
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2.1.b. Disclosure of Net Receivables Based on Region—-Consolidated
(in million rupiah)

Jakarta,
No  Portfolio Category - Bogor, East Java,
Kaar:g::::g' West Java Bali, NTT,
Bekasi, and EHCHIE
Lampung
(3)

1 Receivable on Sovereigns 22,612,824 - -
2 Receivables on Public

Sector Entities A7 ) )
3 Receivables on Multilateral

Development . ) )

Banks and International

Institutions

Receivables on Banks 9,394,480 56,673 274,570
> Loans Secured by 1,649,699 65,754 104,835

Residential Property
6  Loans Secured by

Commercial Real Estate S ) Ut
7 Employee/Pensioner Loans - - -
8 Receivables on Micro,

Small Business & 20,813,576 6,524,187 10,986,630

Retail Portfolio
9  Receivables on Corporate 39,902,772 2,269,830 4,309,201
10  Past Due Receivables 303,034 102,431 219,551
11 Other Assets 4,045,782 270,307 648,204
12 Exposures at Syariah

Business 1,747,084 126,023 344,359

Unit (if any)

Total 101,799,969 9,415,205 17,065,824

Note:

31 December 2013
Net Receivables Based on Region

Sulawesi,
Maluku,
and Papua

Kalimantan

(6)

99,250 49,622
43,085 79,706
8,659,193 6,129,285
2,288,159 3,053,291
177,699 149,227
638,024 388,625
112,459 60,578
12,017,869 9,910,334

The Disclosure on net receivables are conducted for assets exposure in balance sheet, commitments/contigencies exposure

for off balance sheet transactions and counterparty credit exposures
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Sumatera

45,564
99,727

83,665

14,762,044

5,732,527
330,501
882,817

164,507

22,101,352

Central
Java and
Yogyakarta

(9)

271,287
39,152

8,308,349

2,485,400
193,765
521,710

77,489

11,897,152

22,612,824
907,848

10,191,446
2,081,958

685,009

76,183,264
60,041,180
1,476,208
7,395,469
2,632,499

184,207,705
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31 December 2012
Net Receivables Based on Region

Jakarta,
Ta:c’z;r;‘ East Java, Sulawesi, Sumatera Central
Kargwang' West Java Bali, NTT, Maluku, Kalimantan Java and
Bekasi, and and NTB and Papua Yogyakarta
Lampung
(€)) (6) (9)
18,275,003 - - - - - - 18,275,003
588,171 - - - - - 432 588,603
7,264,184 58,865 172,720 94,136 43,790 87,706 219,875 7,941,276
1,682,077 39,282 67,552 52,652 72,305 101,781 55,267 2,070,916
359,799 - 157,103 - - 87,517 - 604,419

17,848,013 6,116,246 10,419,869 7,971,110 6,127,788 14,963,293 7,827,953 71,274,272
27,655,544 1,623,624 3,232,979 1,896,898 2,517,533 4,537,011 2,047,818 43,511,407
395,976 149,318 248,580 146,236 129,527 356,664 235,168 1,661,469
4,361,755 222,466 546,995 549,765 422,057 809,883 410,040 7,322,961
1,209,251 156,003 309,694 127,461 72,695 112,904 60,386 2,048,394

79,639,773 8,365,804 15,155,492 10,838,258 9,385,695 21,056,759 10,856,939 155,298,720
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2.2.a. Disclosure of Net Receivables Based on the Remaining Term of Contract — Bank Stand Alone
(in million rupiah)

31 December 2013
Net Receivables Based on the Remaining Term of Contract

Portfolio Category

<1 year >lyear-3 >3year-5 > 5 year Non-
year year Contractual
(2) (3) (4) (5) (6) (7)

1 Receivable on Sovereigns 9,019,929 3,055,201 283,016 123,119 10,131,559 22,612,824
2 Receivables on Public Sector Entities 644,675 196,558 66,615 - - 907,848
3 Receivables on Multilateral Development Banks and - - - - - -

International Institutions
4 Receivables on Banks 7,600,412 1,000,435 407,973 317,315 112,574 9,438,709
5 Loans Secured by Residential Property 8,444 147,725 485,824 1,439,965 - 2,081,958
6  Loans Secured by Commercial Real Estate 450,965 50,243 133,725 50,076 - 685,009
7 Employee/Pensioner Loans - - - - - -
8 Receivables on Micro, Small Business & Retail Portfolio 11,151,916 23,677,999 10,951,868 1,283,636 48,093 47,113,512
9  Receivables on Corporate 42,431,763 7,635,621 6,772,788 3,229,014 8,482 60,077,668
10  Past Due Receivables 248,370 454,570 245,641 61,520 179,813 1,189,914
11 Other Assets 966 1,308 - - 6,508,515 6,510,789
12 Exposures at Syariah Business Unit (if any) 469,991 805,076 650,013 9,183 698,236 2,632,499

TOTAL 72,027,431 37,024,736 19,997,463 6,513,828 17,687,272 153,250,730

Note:
The Disclosure on net receivables are conducted for assets exposure in balance sheet, commitments/contigencies exposure
for off balance sheet transactions and counterparty credit exposures

2.2.b. Disclosure of Net Receivables Based on the Remaining Term of Contract — Consolidated
(in million rupiah)

31 December 2013
Net Receivables Based on the Remaining Term of Contract

Portfolio Category

<1 year >lyear-3 >3year-5 > 5 year Non-
year year Contractual
(2) (E)) (4) (5) (6) (7)
1 Receivable on Sovereigns 9,019,929 3,055,201 283,016 123,119 10,131,559 22,612,824
2 Receivables on Public Sector Entities 644,675 196,558 66,615 - - 907,848

Receivables on Multilateral Development Banks and - - = - . -

3 International Institutions
4 Receivables on Banks 8,287,509 1,066,075 407,973 317,315 112,574 10,191,446
5 Loans Secured by Residential Property 8,444 147,725 485,824 1,439,965 - 2,081,958
6  Loans Secured by Commercial Real Estate 450,965 50,243 133,725 50,076 = 685,009
7 Employee/Pensioner Loans - - - - - -
8 Receivables on Micro, Small Business & Retail Portfolio 14,865,573 43,494,181 16,491,781 1,283,636 48,093 76,183,264
9 Receivables on Corporate 42,431,763 7,635,621 6,736,300 3,229,014 8,482 60,041,180
10  Past Due Receivables 304,404 658,566 271,905 61,520 179,813 1,476,208
11 Other Assets 244,960 149,445 75,820 917 6,924,327 7,395,469
12 Exposures at Syariah Business Unit (if any) 469,991 805,076 650,013 9,183 698,236 2,632,499
TOTAL 76,728,213 57,258,691 25,602,972 6,514,745 18,103,084 184,207,705
Note:

The Disclosure on net receivables are conducted for assets exposure in balance sheet, commitments/contigencies exposure
for off balance sheet transactions and counterparty credit exposures
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e Operations

Risk Management

31 December 2012
Net Receivables Based on the Remaining Term of Contract

<1 year >1year-3 >3year-5 > 5 year Non-
year year Contractual

(9) (10) (11) (12) (13)
7,293,160 2,167,126 637,082 1,465 8,176,170 18,275,003
320,902 206,634 61,067 - - 588,603
6,354,548 622,196 406,618 80,335 83,683 7,547,380
15,035 126,589 515,609 1,413,677 6 2,070,916
419,300 136,382 48,737 - - 604,419
11,020,271 26,909,252 9,302,558 1,045,247 31,005 48,308,333
27,785,433 7,796,989 5,440,107 2,457,942 30,936 43,511,407
251,342 683,374 229,011 76,984 206,454 1,447,165
62,875 - - - 6,410,542 6,473,417
458,295 640,289 495,741 9,313 444,756 2,048,394

53,981,161 39,288,831 17,136,530 5,084,963 15,383,552 130,875,037

31 December 2012
Net Receivables Based on the Remaining Term of Contract

<1 year >lyear-3 >3year-5 > 5 year Non-
year year Contractual
E) (4) (©) (6) ()

7,293,160 2,167,126 637,082 1,465 8,176,170 18,275,003
320,902 206,634 61,067 - - 588,603
6,727,107 643,533 406,618 80,335 83,683 7,941,276
15,035 126,589 515,609 1,413,677 6 2,070,916
419,300 136,382 48,737 - - 604,419
14,023,660 42,808,550 13,365,810 1,045,247 31,005 71,274,272
27,785,433 7,796,989 5,440,107 2,457,942 30,936 43,511,407
290,041 842,072 245,918 76,984 206,454 1,661,469
207,417 109,236 139,310 32 6,866,966 7,322,961
458,295 640,289 495,741 9,313 444,756 2,048,394

57,540,350 55,477,400 21,355,999 5,084,995 15,839,976 155,298,720
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2.3.a. Disclosure of Net Receivables Based on Economic Sector — Bank Stand Alone
(in million rupiah)
Receivables on
Receivables Multilateral
on Public Development Receivables
Sector Banks and on Banks
Entities International
Institutions

(3) (4) (5) (6)

Receivables
Economic Sector on

Sovereigns

per 31 December 2013

1 Agriculture, Hunting and Forestry - - - -
2 Fishery - - - -
3 Mining and Excavation - - - -
4 Manufacturing - - - -
5 Electricity, Gas and Water - - - -
6 Construction - 62,029 - -
7 Wholesale and Retail - 11,592 - -
8 Accomodation, Food & Beverage - - - -
9 Transportation, Warehousing and Communications - - - -
10 Financial Intermediary - - - 9,438,709
11 Real Estate, Leasing Services and Servicing Companies - - - -
12 Government Administration, Defense and Mandatory Social Security - - - -
13 Education Services - - - -
14 Health and Social Services - - - -
15 Serv?ces in Social, Art, Culture, Recreation and Other Individual - - - -
Services
16 Individual Services to Household - - - -
17 International Institution and Other Extra International Agencies - - - -
18  Undefined Activities - - - -
19 Non Business Field - - - -
20 Others 22,612,824 834,227 - -
Total 22,612,824 907,848 - 9,438,709
per 31 December 2012
1 Agriculture, Hunting and Forestry - - - -
2 Fishery - - - -
3 Mining and Excavation - - - -
4 Manufacturing - - - -
5 Electricity, Gas and Water - - - -
6 Construction - 49,522 - -
7 Wholesale and Retail - 10,060 - 1,188
8 Accomodation, Food & Beverage - - - -
9 Transportation, Warehousing and Communications - - - -
10 Financial Intermediary - 432 - 7,519,637
11 Real Estate, Leasing Services and Servicing Companies - - - -
12 Government Administration, Defense and Mandatory Social Security - - - -
13 Education Services - - - -
14 Health and Social Services - - - -
15 Serv?ces in Social, Art, Culture, Recreation and Other Individual - - - 26,555
Services
16 Individual Services to Household - - - -
17 International Institution and Other Extra International Agencies - - - -
18  Undefined Activities - - - -
19 Non Business Field - - - -
20 Others 18,275,003 528,589 - -
Total 18,275,003 588,603 - 7,547,380
Note:

1. The Disclosure on net receivables are conducted for assets exposure in balance sheet, commitments/contigencies exposure
for off balance sheet transactions and counterparty credit exposures

2. Economic sector refers to economic sector used in Laporan Bulanan Bank Umum (LBU). Net Receivables to bank without sector economy information in LBU
is classified as “Financial Intermediary”, while other than that is classified as “Others”
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e Risk Management
e Human Resources
e |nformation Technology

e Operations

Receivables

Loans Loans on Micro, : Exposu.res
Secured by Secured by Empl9yee/ Small Rkl Past Due Other & S)farlah
Residential Commercial RERSION Business & = Receivables  Assets Bus!ne.ss

Loans : Corporate Unit (if
Property Real Estate Retall. )
Portfolio
(7) (8) (9) (10) (11) (12) () (14)
- - - 1,523,600 1,271,714 53,292 - -
- - - 91,675 9,132 4,895 - -
- - - 23,413 2,149,622 69,246 - -
- - - 1,759,969 17,080,430 63,301 - -
- - - 4,356 14,376 10 - -
- 304,491 - 63,674 781,480 3,763 - -
- - - 13,369,059 19,656,462 559,542 - 54,771
- - - 1,105,824 766,339 28,963 - 39
- - - 436,829 4,145,781 20,527 - 1,460,091
- - - 864 2,194,044 - - 149,263
- 380,518 - 873,380 3,427,857 67,236 - -
- - - 935 - - - -
- - - 20,620 10,164 3,763 - -
- - - 195,851 122,570 5,155 - -
- - - 994,674 212,832 30,426 - -
- - - 4,794 - 331 - -
- - - 5,251 - 32 - -
- - - - - - - 173,515
2,081,958 - - 25,272,006 945,639 279,432 - 20,342
- - - 1,366,738 7,289,226 - 6,510,789 774,478
2,081,958 685,009 - 47,113,512 60,077,668 1,189,914 6,510,789 2,632,499
- - - 1,359,560 834,506 42,947 - 22
- - - 108,249 12,264 6,736 - -
- - - 20,623 1,833,647 90,564 - 127
- - - 1,606,355 11,691,712 157,170 - -
- - - 4,290 9,668 60 - -
- 259,574 - 58,341 710,152 7,545 - -
- - - 12,662,687 14,285,688 513,117 - 45,238
- - - 962,093 425,664 30,374 - 487
- - - 399,933 2,933,636 17,378 - 1,081,491
- - - 1,809 1,887,930 179 - 110,649
- 344,844 - 879,513 3,544,796 62,039 - 625
- - - 571 - - - -
- - - 18,758 13,734 955 - -
- - - 198,547 7,160 5,505 - -
- - - 913,411 379,581 35,975 - -
- - - 9,572 - 537 - -
- - - 1,487 - - - -
- - - - - - - 268,847
2,070,916 - - 27,856,407 599,770 475,977 - 13,005
- - - 1,246,129 4,341,499 107 6,473,417 527,903
2,070,916 604,419 - 48,308,333 43,511,407 1,447,165 6,473,417 2,048,394
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2.3.b. Disclosure of Net Receivables Based on Economic Sector - Consolidated
(in million rupiah)
Receivables on
Receivables Multilateral
on Public Development Receivables
Sector Banks and on Banks
Entities International
Institutions

Receivables
Economic Sector on

Sovereigns

256

E)) (4) (5) (6)
per 31 December 2013
Agriculture, Hunting and Forestry - - - -
Fishery - - - -
Mining and Excavation - - - -
Manufacturing - - - -
Electricity, Gas and Water - - - -
Construction - 62,029 - -
Wholesale and Retail - 11,592 - -
Accomodation, Food & Beverage - - - -
Transportation, Warehousing and Communications - - - -
0  Financial Intermediary - - - 10,191,446
1 Real Estate, Leasing Services and Servicing Companies - - - -
Government Administration, Defense and Mandatory Social
Security
13 Education Services - - - -
14 Health and Social Services - - - -

15 Services in Social, Art, Culture, Recreation and Other ) ) ) )
Individual Services

16 Individual Services to Household - - - -
International Institution and Other Extra International
Agencies
18  Undefined Activities - - - R
19 Non Business Field - - - _
20 Others 22,612,824 834,227 - -
Total 22,612,824 907,848 - 10,191,446

- = O 00 N O Ul b W N =

per 31 December 2012
Agriculture, Hunting and Forestry - - - -
Fishery - - - -
Mining and Excavation - - - -
Manufacturing - - - -
Electricity, Gas and Water - - - -
Construction - 49,522 - -
Wholesale and Retail - 10,060 - 1,188
Accomodation, Food & Beverage - - - -
Transportation, Warehousing and Communications - - - -
0  Financial Intermediary - 432 - 7,913,533
1 Real Estate, Leasing Services and Servicing Companies - - - -

- = O 0 N O Ul b W N =

12 Government Administration, Defense and Mandatory Social ) ) ) )
Security
13 Education Services - - - -
14 Health and Social Services - - - -
15 Seryiges in Socjal, Art, Culture, Recreation and Other ) ) ) 26,555
Individual Services
16 Individual Services to Household - - - -
17 Interna]tional Institution and Other Extra International ) ) ) )
Agencies
18  Undefined Activities - - - -
19 Non Business Field - - - -
20 Others 18,275,003 528,589 - -
Total 18,275,003 588,603 - 7,941,276
Note:
1. The Disclosure on net receivables are conducted for assets exposure in balance sheet, commitments/contigencies exposure
for off balance sheet transactions and counterparty credit exposures
2. Economic sector refers to economic sector used in Laporan Bulanan Bank Umum (LBU). Net Receivables to bank without sector economy information in LBU
is classified as “Financial Intermediary”, while other than that is classified as “Others”
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e Risk Management
e Human Resources
e |nformation Technology

e Operations

Receivables

: Exposures
SoRls SoR Employee/ " Micro, Receivables at Syariah
Secured by Secured by ploy Small Past Due Other Y
: : : Pensioner : on : Business
Residential Commercial Business & Receivables Assets o
Loans : Corporate Unit (if
Property Real Estate LEET any)
Portfolio Y
(7) (8) (9) (10) (11) (12) (13) (14)
- - - 1,523,600 1,271,714 53,292 - -
- - - 91,675 9,132 4,895 - -
- - - 23,413 2,149,622 69,246 - -
- - - 1,759,969 17,080,430 63,301 - -
- - - 4,356 14,376 10 - -
- 304,491 - 63,674 781,480 3,763 - -
- - - 13,369,059 19,656,462 559,542 - 54,771
- - - 1,105,824 766,339 28,963 - 39
- - - 436,829 4,145,781 20,527 - 1,460,091
- - - 864 2,194,044 - - 149,263
- 380,518 - 873,380 3,427,857 67,236 - -
- - - 935 - - - -
- - - 20,620 10,164 3,763 - -
- - - 195,851 122,570 5,155 - -
- - - 994,674 212,832 30,426 - -
- - - 4,794 - 331 - -
- - - 5,251 - 32 - -
- - - - - - - 173,515
2,081,958 - - 54,341,758 945,639 565,726 - 20,342
- - - 1,366,738 7,252,738 - 7,395,469 774,478
2,081,958 685,009 - 76,183,264 60,041,180 1,476,208 7,395,469 2,632,499
- - - 1,359,560 834,506 42,947 - 22
- - - 108,249 12,264 6,736 - -
- - - 20,623 1,833,647 90,564 - 127
- - - 1,606,355 11,691,712 157,170 - -
- - - 4,290 9,668 60 - -
- 259,574 - 58,341 710,152 7,545 - -
- - - 12,662,687 14,285,688 513,117 - 45,238
- - - 962,093 425,664 30,374 - 487
- - - 399,933 2,933,636 17,378 - 1,081,491
- - - 1,809 1,887,930 179 - 110,649
- 344,844 - 879,513 3,544,796 62,039 - 625
- - - 571 - - - -
- - - 18,758 13,734 955 - -
- - - 198,547 7,160 5,505 - -
- - - 913,411 379,581 35,975 - -
- - - 9,572 - 537 - -
- - - 1,487 - - - -
- - - - - - - 268,847
2,070,916 - - 50,822,346 599,770 690,281 - 13,005
- - - 1,246,129 4,341,499 107 7,322,961 527,903
2,070,916 604,419 - 71,274,272 43,511,407 1,661,469 7,322,961 2,048,394
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2.4.a. Disclosure of Receivables and Provisioning Based on Region - Bank Stand Alone
(in million rupiah)

No

4
5

Portfolio Category

Receivables

Impaired Receivables

a. Non Past Due

b. Past Due

Allowance for Impairment
Losses - Individual
Allowance for Impairment
Losses - Collective
Written-Off Receivables

(*) restated

Jakarta,
Bogor,
Tangerang,
Karawang,
Bekasi, and
Lampung

E)
93,661,060

831,906
588,410

316,071

767,655
910,773

West Java

6,745,819

96,698
110,169

143,006
233,729

East Java,
Bali, NTT,
and NTB

(©)
12,419,401

121,603
222,518

262,370
369,582

31 December 2013

Sulawesi,
Maluku,
and Papua

Kalimantan

(6)

8,797,261 7,102,832
217,727 205,472
209,345 128,964

1,156 7,778
167,760 114,417
213,332 185,744

2.4.b. Disclosure of Receivables and Provisioning Based on Region - Consolidated
(in million rupiah)

No

Portfolio Category

Receivables

Impaired Receivables

a. Non Past Due

b. Past Due

Allowance for Impairment
Losses - Individual
Allowance for Impairment
Losses - Collective
Written-Off Receivables

(*) restated

258

Jakarta,
Bogor,

Tangerang,
LETENTET TR

Bekasi, and
Lampung

(3)

101,567,115

841,421
686,710

316,071

1,009,176
910,773

PT Bank Danamon Indonesia, Tbk.

West Java

9,510,378

98,184
148,869

237,103
233,729

East Java,
Bali, NTT,
and NTB

(©)
17,208,209

124,728
281,290

421,782
369,582

31 December 2013

Sulawesi,
Maluku,
and Papua

Kalimantan

(6)

12,163,399 10,008,031
226,523 221,619
254,472 187,966

1,156 7,778
238,211 202,808
213,332 185,744

Annual Report 2013

Central
Sumatera

Java and

Yogyakarta
(9)

17,038,939 8,617,494
216,338 183,028
349,602 241,193
25,891 3,097
316,779 235,789
547,974 349,692

Central

Sumatera Java and
Yogyakarta

(9)

22,379,761 12,078,376
232,533 185,275
445,828 273,664
25,891 3,097
487,765 338,882
547,974 349,692

154,382,806

1,872,772
1,850,201

353,993

2,007,776
2,810,826

184,915,269

1,930,283
2,278,799

353,993

2,935,727
2,810,826
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Operational Review

e Risk Management
& Human Resources
e |nformation Technology

e Operations

31 December 2012 (*)

Risk Management

Jakarta,

Tar?ozlgz East Java, Sulawesi, Sumatera Central
Kargwang' West Java Bali, NTT, Maluku, Kalimantan Java and
Bekasi, and and NTB and Papua Yogyakarta

Lampung
(11) (13) (Q ) (15) (16) 17)

75,172,262 6,304,458 11,462,557 8,195,707 6,786,039 16,261,762 8,639,132 132,821,917
744,580 69,755 86,748 115,094 123,285 112,845 176,812 1,429,119
913,431 120,724 218,049 154,720 99,669 291,212 236,462 2,034,267
546,024 77 - 1,891 4,293 22,530 4,392 579,207
621,621 137,387 257,695 128,261 105,587 288,076 229,562 1,768,189
480,562 207,981 381,641 118,285 127,007 345,796 250,003 1,911,275

31 December 2012 (*)

Jakarta,

Bogor, East Java, Sulawesi, Central
Tangerang, : .
Karawang West Java Bali, NTT, Maluku, Kalimantan Sumatera Java and
" and NTB and Papua Yogyakarta

Lampung
(11) (13) (14) (15) 17)

80,621,756 8,432,399 15,281,307 10,931,136 9,451,025 21,272,658 11,011,445 157,001,726
762,941 73,211 91,491 119,007 128,250 122,157 179,617 1,476,674
958,737 140,516 244,851 178,095 127,878 350,665 252,573 2,253,315
546,024 77 - 1,891 4,293 22,530 4,392 579,207
806,670 214,879 388,487 186,416 179,467 450,118 313,133 2,539,170
480,562 207,981 381,641 118,285 127,007 345,796 250,003 1,911,275
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Management Discussion & Analysis

Risk Management

2.5.a. Disclosure of Receivables and Provisioning Based on Economic Sector- Bank Stand Alone
31 December 2013 (in million rupiah)

- = O 00 N O Ul B W N —

—_
N

14
15
16
17

18
19
20

260

Economic Sector

(2)
Agriculture, Hunting and Forestry
Fishery
Mining and Excavation
Manufacturing
Electricity, Gas and Water
Construction
Wholesale and Retail
Accomodation, Food & Beverage
Transportation, Warehousing and Communications
Financial Intermediary
Real Estate, Leasing Services and Servicing Companies

Government Administration, Defense and Mandatory
Social Security

Education Services
Health and Social Services

Services in Social, Art, Culture, Recreation and Other
Individual Services

Individual Services to Household

International Institution and Other Extra International
Agencies

Undefined Activities

Non Business Field

Others

Total

PT Bank Danamon Indonesia, Tbk.

Receivables

(3)
2,907,337
109,381
2,462,951
18,965,305
18,775
1,218,003
34,126,817
1,928,288
6,072,775
11,653,886
4,749,768

935

35,724
327,640

1,275,043
5,269
5,356

201,740
28,951,018
39,366,795

154,382,806

Impaired Receivables

Non Past
Due

(4)
50,239
5,373
521,117
156,403
51
46,208
575,709
44,454
141,228

193,193

1,069
6,827

67,778
2,991
5,221

54,911

1,872,772

Annual Report 2013

Past Due

(5)
98,663
7,620
201,277
83,439
12
1,420
692,848
44,484
23,741

96,894

810
7,367

52,038
89

429,633
109,866
1,850,201

Allowance
for
Impairment
Losses -
Individual

(6)
20,532

265,249
1,170
463
18,753

1,723

2,812

43,291
353,993

Allowance
for
Impairment
Losses -
Collective

(7)
52,472
3,972
21,722
219,338
108
8,210
625,364
38,205
85,218
26,707
52,182

4

1,287
5,028

41,510
158
96

561
819,542
6,092
2,007,776

Written-Off
Receivables

(8)
76,912
10,936

3,504
523,769
85
7,935
856,053
55,472
20,795
332
75,317

750
5,897

58,416
600
201

118
1,104,658
9,076
2,810,826
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e |nformation Technology

e Operations

31 December 2012 (in million rupiah) (*)

Economic Sector

Agriculture, Hunting and Forestry

Fishery

Mining and Excavation

Manufacturing

Electricity, Gas and Water

Construction

Wholesale and Retail

Accomodation, Food & Beverage

Transportation, Warehousing and Communications
Financial Intermediary

Real Estate, Leasing Services and Servicing Companies
Government Administration, Defense and Mandatory
Social Security

Education Services

Health and Social Services

Services in Social, Art, Culture, Recreation and Other
Individual Services

Individual Services to Household

International Institution and Other Extra International
Agencies

Undefined Activities

Non Business Field

Others

Total

(*) restated

Receivables

©)
2,273,700
132,370
2,066,029
13,852,268
14,118
1,087,678
27,881,565
1,442,235
4,464,537
9,398,778
4,851,759

570

33,951
214,898

1,386,476
10,505
1,515

272,915
31,405,432
32,030,618

132,821,917

Impaired Receivables

Non Past
Due

(4)
31,864
4,239
299,355
239,904
48
58,150
410,942
26,571
153,518
17
76,420

911
5,394

73,083
3,248
1,131

151
44,173

1,429,119

Annual Report 2013

Past Due

©)

Allowance
for
Impairment
Losses -
Individual

©)

Risk Management

Allowance
for
Impairment
Losses -
Collective

7)

Written-Off
Receivables

(8)

59,877 15,172 33,480 24,040
9,215 - 5,968 7,698
135,528 119,040 14,845 1,060
427,038 349,946 144,290 161,134
89 - 162 243
396 904 8,674 257
530,762 25,365 496,657 549,480
36,609 - 32,661 36,681
15,894 1,492 65,238 14,062
319 - 16,752 1,185
79,750 352 60,341 34,510
_ - 3 R
1,049 - 638 438
6,173 - 4,411 4,328
45,850 - 39,159 32,867
731 - 431 608
- - 36 48
148 - 764 160
526,562 - 842,898 1,042,476
158,276 66,936 781 -
2,034,267 579,207 1,768,189 1,911,275
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Management Discussion & Analysis

Risk Management

2.5.b. Disclosure of Receivables and Provisioning Based on Economic Sector-Consolidated
31 December 2013 (in million rupiah)

- = O 00 N O Ul B W N —

—_
N

14
15
16
17

18
19
20
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Economic Sector

(2)
Agriculture, Hunting and Forestry
Fishery
Mining and Excavation
Manufacturing
Electricity, Gas and Water
Construction
Wholesale and Retail
Accomodation, Food & Beverage
Transportation, Warehousing and Communications
Financial Intermediary
Real Estate, Leasing Services and Servicing Companies

Government Administration, Defense and Mandatory
Social Security

Education Services
Health and Social Services

Services in Social, Art, Culture, Recreation and Other
Individual Services

Individual Services to Household

International Institution and Other Extra International
Agencies

Undefined Activities

Non Business Field

Others

Total

PT Bank Danamon Indonesia, Tbk.

Receivables

(3)
2,907,337
109,381
2,462,951
18,965,305
18,775
1,218,003
34,126,817
1,928,288
6,072,775
12,327,974
4,749,768

935

35,724
327,640

1,275,043
5,269
5,356

201,740
58,553,661
39,622,527

184,915,269

Impaired Receivables

Non Past
Due

(4)
50,239
5,373
521,117
156,403
51
46,208
575,709
44,454
141,228

193,193

1,069
6,827

67,778
2,991
5,221

112,422

1,930,283

Annual Report 2013

Past Due

(5)
98,663
7,620
201,277
83,439
12
1,420
692,848
44,484
23,741

96,894

810
7,367

52,038
89

858,232
109,865
2,278,799

Allowance
for
Impairment
Losses -
Individual

(6)
20,532

265,249
1,170
463
18,753

1,723

2,812

43,291
353,993

Allowance
for
Impairment
Losses -
Collective

(7)
52,472
3,972
21,722
219,338
108
8,210
625,364
38,205
85,218
26,707
52,182

4

1,287
5,028

41,510
158
96

561
1,747,493
6,092
2,935,727

Written-Off
Receivables

(8)
76,912
10,936

3,504
523,769
85
7,935
856,053
55,472
20,795
332
75,317

750
5,897

58,416
600
201

118
1,104,658
9,076
2,810,826
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31 December 2012 (in million rupiah) (*)

- = O 00 N O Ul b WN —

0
1
12

13
14

15
16
17

18
19
20

Economic Sector

(2)
Agriculture, Hunting and Forestry
Fishery
Mining and Excavation
Manufacturing
Electricity, Gas and Water
Construction
Wholesale and Retail
Accomodation, Food & Beverage
Transportation, Warehousing and Communications
Financial Intermediary
Real Estate, Leasing Services and Servicing Companies

Government Administration, Defense and Mandatory
Social Security

Education Services
Health and Social Services

Services in Social, Art, Culture, Recreation and Other
Individual Services

Individual Services to Household

International Institution and Other Extra International
Agencies

Undefined Activities

Non Business Field

Others

Total

(*) restated

Receivables

()
2,273,700
132,370
2,066,029
13,852,268
14,118
1,087,678
27,881,565
1,442,235
4,464,537
9,765,634
4,851,759

570

33,951
214,898

1,386,476
10,505
1,515

272,915
54,728,627
32,520,376

157,001,726

Impaired Receivables

Non Past
Due

(4)
31,864
4,239
299,355
239,904
48
58,150
410,942
26,571
153,518
17
76,420

911
5,394

73,083
3,248
1,131

151
91,727

1,476,674

Annual Report 2013

Risk Management

Allowance Allowance
f.o ! f_o ! Written-Off
Past Due Impairment Impairment Receivables
Losses - Losses -
Individual  Collective
(5) (6) (7) (8)

59,877 15,172 33,480 24,040

9,215 - 5,968 7,698

135,528 119,040 14,845 1,060

427,038 349,946 144,290 161,134

89 - 162 243

396 904 8,674 257

530,762 25,365 496,657 549,480

36,609 - 32,661 36,681

15,894 1,492 65,238 14,062

319 - 16,752 1,185

79,750 352 60,341 34,510

- - 3 -

1,049 - 638 438

6,173 - 4,411 4,328

45,850 - 39,159 32,867

731 - 431 608

- - 36 48

148 - 764 160

745,610 - 1,613,879 1,042,476

158,276 66,936 781 -

2,253,315 579,207 2,539,170 1,911,275
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2.6.a. Disclosure of Movements Details of Loan Loss Provision- Bank Stand Alone

(in million rupiah)

Description

Beginning balance of allowance for impairment
Losses

Additional/reversal allowance for impairment losses
during the year (net)

Allowance for impairment losses used to cover written off
receivables during the year

4 Others additional allowance during the year
Ending Balance of Allowance for Impairment Losses

3

31 December 2013

Allowance
for
Impairment
Losses -
Individual

(E)
579,207
273,626

(530,808)

31,968
353,993

2.6.b. Disclosure of Movements Details of Loan Loss Provision— Consolidated

(in million rupiah)

Description

Beginning balance of allowance for impairment
Losses

Additional/reversal allowance for impairment losses
during the year (net)

Allowance for impairment losses used to cover written off
receivables during the year

4 Others additional allowance during the year
Ending Balance of Allowance for Impairment Losses
(*) restated

3

Allowance
for
Impairment
Losses -
Collective

(4)
1,768,189
1,793,666

(2,280,018)

725,939
2,007,776

31 December 2013

Allowance
for

Impairment
Losses -
Individual

(3)

579,207
273,626

(530,808)

31,968
353,993

PT Bank Danamon Indonesia, Thk. Annual Report 2013

Allowance
for
Impairment
Losses -
Collective

(4)
2,539,170
2,945,286

(3,417,556)

868,827
2,935,727

31 December 2012 (*)

Allowance
for
Impairment
Losses -
Individual

(©)
459,241
232,253

(269,250)

156,963
579,207

Allowance
for
Impairment
Losses -
Collective

(6)
1,878,688
1,469,884

(2,276,176)

695,793
1,768,189

31 December 2012 (*)

A TET Td)
for
Impairment
Losses -
Individual

(©)
459,241
232,253

(269,250)

156,963
579,207

Allowance
for
Impairment
Losses -
Collective

(6)
2,313,215
2,195,281

(2,718,028)

748,702
2,539,170
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9. Disclosure of Credit Risk with Standardized Approach

Currently Danamon complies with the prevailing regulation of Bank
Indonesia on Risk Weighted Assets calculation using the standardized
approach, in line with PBI No.10/18/2008, ratified on 24 September 2008.

RWA calculation with standardized approach in general is based on the
calculation of ratings issued by rating agencies recognized by Bank
Indonesia.

Use of Ratings

Danamon currently only uses ratings for securities portfolios. The ratings
used by the Bank at present are the current ratings issued by agencies
recognized by Bank Indonesia in line with Bank Indonesia’s regulation,
namely Pefindo, Standard & Poor’s, and Moody'’s.

The determination of risk weights on the loans in the form of securities is
based on the issue of ratings: if the securities do not have a rating then the
specifying of risk weight is based on the receivables without ratings.

Disclosure of net receivables based on the portfolio classification and bank
ratings scale by a bank, individual or consolidated is presented in Table
3.1.aand b.

Annual Report PT Bank Danamon Indonesia, Tbk.
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3.1.a. Disclosure of Net Receivables based on Portfolio Categories and Ratings— Bank Stand Alone
31 December 2013 (in million rupiah)

Rating Agency Long Term Rating

Standard and BBB+ to
Poor’s AAA AA+ to AA- A+ to A- BBB-
Fitch Rating AAA  AATT0AA-  ArtoA  BEBETO
Portfolio Category Moody’s Aaa AaltoAa3  AltoA3 BS:;;O
PT. Fitch Ratings ; AA+(idn)to  A+(idn) to  BBB+(idn) to
Indonesia AAA (i) A A Gidn) Aidn)  BBB-(idn)
PTICRA Indonesia  [idnaaa  [GlAde o litrar to- [idriBB8y to
PT Pemeringkat idAAA idAA+ to idA+ to id BBB+ to

Efek Indonesia idAA- id A- id BBB-

1 Receivable on Sovereigns - - - 8,678,936
2 Receivables on Public Sector Entities 201,583 110,471 - -

Receivables on Multilateral Development Banks and
International Institutions

3

4 Receivables on Banks 758,930 191,180 - 45,904

5  Loans Secured by Residential Property

6  Loans Secured by Commercial Real Estate

7  Employee/Pensioner Loans

8  Receivables on Micro, Small Business & Retail Portfolio

9  Receivables on Corporate - 812,072 478,203 -

10 Past Due Receivables

11 Other Assets

12 Exposures at Syariah Business Unit (if any) - 50,000 25,000 -
TOTAL 960,513 1,163,723 503,203 8,724,840

31 December 2012 (in million rupiah)

Rating Agency Long Term Rating

Standard and BBB+ to
Poor’s AAA AA+ to AA- A+ to A- BBB-
Fitch Rating AAA  AATT0OAA-  ArtoA  BBBETO
Portfolio Category Moody's Aaa AaltoAa3  AltoA3 Boal fo
PT. Fitch Ratings : AA+(idn)to  A+(idn) to  BBB+(idn) to
Indonesia AAA(idn) " AAGidn) Aidn)  BBB-(idn)
. [Idr]AA+ to [Idr]A+to  [Idr]BBB+ to
PT ICRA Indonesia  [Idr]AAA [IdrAA- [Idr]A- (Idr]BBB-
PT Pemeringkat idAAA idAA+ to idA+ to id BBB+ to
Efek Indonesia idAA- id A- id BBB-

Receivable on Sovereigns - - - -
Receivables on Public Sector Entities 91,694 270,902 - -

Receivables on Multilateral Development Banks and
International Institutions

Receivables on Banks 540,935 180,299 - -
Loans Secured by Residential Property

Loans Secured by Commercial Real Estate

Employee/Pensioner Loans

Receivables on Micro, Small Business & Retail Portfolio

9  Receivables on Corporate - 475,851 541,977 -
10 Past Due Receivables

11 Other Assets

12 Exposures at Syariah Business Unit (if any) - 50,000 25,000 -
TOTAL 632,629 977,052 566,977 -

Note:
The Disclosure on net receivables are conducted for assets exposure in balance sheet, commitments/contigencies exposure
for off balance sheet transactions and counterparty credit exposures

0O NOoOYU A WN =
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Net Receivables
Short Term Rating

BB+t0BB- B+ toB- <B- A-1 A-2 A3 <A3
BB+ to BB- B+ to B- < B- F1+ to F1 F2 F3 <F3
BaltoBa3  B1toB3 <B3 P-1 P-2 P-3 <P3 T— —
BRaldmito Bildmto cpgam  FLHIGM®  agan) F3(dn)  <F3(idn)
[Idr]BB+ to [Idr]B+ to [Idr]JAT+ to [ldr]A2+to  [Idr]A3+ to

[ldr]BB- [Idr]- < lidr]B- lIdrlAT A2 lldnaz  <[drA3
dB3rioid  idBrto . N " dA3t0id _jgag

- - - - - - - 13,933,888 22,612,824
80,176 - - - - - - 515,618 907,848

- - - - - - - 8,442,695 9,438,709
2,081,958 2,081,958

685,009 685,009

47,113,512 47,113,512

- - - - - - - 58,787,393 60,077,668
1,189,914 1,189,914

6,510,789 6,510,789

- - - - - - - 2,557,499 2,632,499
80,176 - - = = = - 141,818,275 153,250,730

Net Receivables

Short Term Rating

BB+toBB- B+ toB- <B- A-1 A-2 A-3 <A3
BB+ to BB- B+ to B- < B- F1+ to F1 F2 73} < [F3)
Ba1l to Ba3 B1 to B3 <B3 P-1 pP-2 P-3 <P-3 Unrated
ng(mfo Bgfi(?d”r:;o < B~(idn) ”F‘;(g%rr‘]))to F2(idn) F3(dn)  <F3(idn)
[Idr]BB+ to [Idr]B+ to [Idr]A1+ to [Idr]A2+ to [Idr]A3+ to

[Idr]BB- lldr]B- < [ldr]B- lidr]A1 A2 lldr] A3 <lldr]A3
BB toididBito < idB- idA1 idA2 AZtold < igas

(15) (16)
- - - - - - - 18,275,003 18,275,003
- - - - - - - 226,007 588,603

- - - - - - - 6,826,146 7,547,380
2,070,916 2,070,916

604,419 604,419

48,308,333 48,308,333

- - - - - - - 42,493,579 43,511,407
1,447,165 1,447,165

6,473,417 6,473,417

. . : - - . - 1,973,394 2,048,394
- - - - - - - 128,698,379 130,875,037
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3.1.b. Disclosure of Net Receivables based on Portfolio Categories and Ratings — Consolidated.
31 December 2013 (in million rupiah)

Rating Agency

Standard and

Poor’s S

Fitch Rating AAA
Portfolio Category Moody’s Aaa

PT. Fitch Ratings

Indonesia AAA (idn)
PT ICRA Indonesia [Idr]JAAA
PT Pemeringkat idAAA

Efek Indonesia

Receivable on Sovereigns -

Receivables on Public Sector Entities 201,583

Receivables on Multilateral Development Banks and
International Institutions

Receivables on Banks

Loans Secured by Residential Property

Loans Secured by Commercial Real Estate
Employee/Pensioner Loans

Receivables on Micro, Small Business & Retail Portfolio
Receivables on Corporate -
Past Due Receivables

Other Assets

Exposures at Syariah Business Unit (if any) -
TOTAL 960,513

758,930

00 NOoO U W N =

- = -
N — O

31 December 2012 (in million rupiah)

Rating Agency

Standard and

Poor’s AAA

Fitch Rating AAA
Portfolio Category Moody’s Aaa

PT. Fitch Ratings

Indonesia AAA (idn)
PT ICRA Indonesia [Idr]JAAA
PT Pemeringkat idAAA

Efek Indonesia

Receivable on Sovereigns -
Receivables on Public Sector Entities

Receivables on Multilateral Development Banks and
International Institutions

Receivables on Banks

Loans Secured by Residential Property

Loans Secured by Commercial Real Estate

Employee/Pensioner Loans

Receivables on Micro, Small Business & Retail Portfolio

9  Receivables on Corporate -

10 Past Due Receivables

11 Other Assets

12 Exposures at Syariah Business Unit (if any) -
TOTAL 632,629

Note:

540,935

00N W N =

The Disclosure on net receivables are conducted for assets exposure in balance sheet, commitments/contigencies exposure

for off balance sheet transactions and counterparty credit exposures
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Long Term Rating

Long Term Rating

BBB+ to
AA+to AA- A+ to A- BBB-
BBB+ to
AA+ to AA- A+ to A- BBB-
Baal to
Aal to Aa3 Al to A3 Baa3
AA+(idn) to  A+(idn) to  BBB+(idn) to
AA-(idn) A-(idn) BBB-(idn)
[Idr]AA+ to [ldr]A+to  [Idr]BBB+ to
[Idr]AA- [Idr]A- [Idr]BBB-
idAA+ to idA+ to id BBB+ to
idAA- id A- id BBB-

- - 8,678,936

110,471 - -
191,180 - 45,904
812,072 478,203 -
50,000 25,000 -
1,163,723 503,203 8,724,840

BBB+ to
AA+ to AA- A+ to A- BBB-
BBB+ to
AA+to AA- A+ to A- BBB-
Baal to
Aal to Aa3 Al to A3 Baa3
AA+(idn)to  A+(idn)to  BBB+(idn) to
AA-(idn) A-(idn) BBB-(idn)
[ldr]AA+ to [Idr]A+to  [ldr]BBB+ to
[Idr]AA- [Idr]A- [Idr]BBB-
idAA+ to idA+ to id BBB+ to
idAA- id A- id BBB-

270,902 - -
180,299 - -
475,851 541,977 -

50,000 25,000 -
977,052 566,977 -
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Net Receivables

Short Term Rating

BB+1t0BB-  B+toB- <B- Al A2 A3 <A3
BB+10BB- B+ to B- <B- Fl+ to F1 F2 F3 <F3

BaltoBa3  B1toB3 <83 p-1 P2 P-3 <P3 Unrated o
BEsldmto  BHldbto  _gon  FiHIdMIO Ean) F3(dn)  <F3(dn)

[Idr]BB+ to [Idr]B+ to [ldr]A1+to  [ldr]A2+ to [Idr]A3+ to
[Idr]BB- [Idr]B- <[ldr]B- [IdrAT A2 lldr] A3 <[idrlA3
BBt toid dBrto < idB- idA1 idA2 dAStold < igas
(10) a1 (12) RE) (18) (15) (16)
- - - - - - - 13,933,888 22,612,824
80,176 ; ; : - ; : 515618 907,848

- - - - - - - 9,195,432 10,191,446
2,081,958 2,081,958

685,009 685,009

76,183,264 76,183,264

- - - - - - - 58,750,905 60,041,180
1,476,208 1,476,208

7,395,469 7,395,469

- - - - - - - 2,557,499 2,632,499
80,176 = = = = - - 172,775,250 184,207,705

Net Receivables

Short Term Rating

BB+ to BB- B+ to B- < B- A-1 A-2 A-3 < A-3

BB+ t0BB- B+ t0B- <B- F1+ to F1 F2 F3 <F3

BaltoBa3 B toB3 <B3 p-1 p-2 p-3 <P-3 Unrated o
ngf‘(?d”g)w Bgfi(?d”g)w < B<(idn) ”F’;((‘%?]))to F2(idn) F3(dn)  <F3(dn)

[Idr]BB+ to [Idr]B+ to [ldr]A1+to  [ldr]JA2+to  [Idr]A3+ to

lidrge- lidr8- <lldrlB- a1 A2 ldjA3  <lldrAs
BBt toid dBto <idB- idA1 idA2 dAStold < igas

(12) (13) (16)

- - - - - - - 18,275,003 18,275,003
- - - - - - - 226,007 588,603

- - - - - - - 7,220,042 7,941,276
2,070,916 2,070,916
604,419 604,419

71,274,272 71,274,272
- - - - - - - 42,493,579 43,511,407
1,661,469 1,661,469
7,322,961 7,322,961
} . ; - - - - 1,973394 2,048,394
- - - - - - - 153,122,062 155,298,720
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10. Counterparty Credit Risk

Counterparty Credit Risk arises from the type of transactions that generally are
affected by the following characteristics:

a. Transactions affected by the movements of fair value or market value.

b. Fair value of transactions is affected by the movements of certain market variables.
c. Transactions resulting in exchange of cash flows or financial instruments.

d. Bilateral in nature.

One of the transactions that cause counterparty credit risk due to counterparty failure
is a derivative transaction of over the counter (OTC) transactions and repo/reverse
transactions, for both the position of Trading Book and Banking Book.

For both Repo and Reverse Repo transactions, the Bank refers to in SEBI No.13/6/
DPNP on Guidelines on Risk Weighted Assets calculation for Credit Risk, based on a
Standardized Approach. For Repo Transactions, Bank recorded the positive difference
between the net carrying values of securities as the underlying repo with carrying
values of obligated repo. Net carrying value is the value recorded after deducting loan
loss provisions from securities.

As for Reverse Repo Transactions, Bank recorded reverse repo receivables after
deducting the loan loss provisions from receivables.

The following tables present the disclosure of counterparty credit risk.

PT Bank Danamon Indonesia, Thk. Annual Report
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Risk Management

3.2.a. Disclosure of counterparty credit risk: Derivative Transactions
(in million rupiah)

31 December 2013

Notional Amount Net Net
Underlying Variable Derivative Derivative Receivables Receivables
< 1year :;1:2: >5Year Receivables Liabilities before Rl After
0 CRM CRM
BANK STAND ALONE
1 Interest Rate 1,589,172 1,685,125 - 4,295 177 12,721 - 12,721
2 Exchange Rate 10,200,156 1,484,740 - 735,705 456,034 911,944 - 911,944
3 Others
TOTAL 11,789,328 3,169,865 - 740,000 456,211 924,664 - 924,664
CONSOLIDATED
1 Interest Rate 4,099,235 2,658,725 - 4,295 177 17,589 - 17,589
2 Exchange Rate 12,710,219 2,458,340 - 1,170,222 458,673 1,420,241 - 1,420,241
3 Shares
4 Gold
5 Metal other than Gold
6 Others
TOTAL 16,809,454 5,117,065 - 1,174,517 458,850 1,437,830 - 1,437,830

(in million rupiah)

31 December 2012

Notional Amount Net Net
Underlying Variable Derivative Derivative Receivables Receivables
< 1year :;1‘:’; >5Year Receivables Liabilities before S After
- CRM CRM
BANK STAND ALONE
1 Interest Rate 2,218,022 1,760,493 - 19,575 7,272 28,377 - 28,377
2 Exchange Rate 4,120,286 1,453,213 - 96,508 60,753 210,372 - 210,372
3 Others
TOTAL 6,338,308 3,213,706 - 116,083 68,025 238,749 - 238,749
CONSOLIDATED
1 Interest Rate 3,760,022 1,901,040 - 19,575 7,272 29,080 - 29,080
2 Exchange Rate 6,051,271 1,593,760 - 115,955 77,016 256,156 - 256,156
3 Shares
4 Gold
5 Metal other than Gold
6 Others
TOTAL 9,811,293 3,494,800 - 135,530 84,288 285,236 - 285,236
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3.2.b.1. Disclosure of counterparty credit risk: Repo transactions — Bank Stand Alone

(in million rupiah)
31 December 2013

Fair
Value of
Portfolio Category Securities Repo Net
Sold Under Liabilities Receivables
Repo
Agreement
(€)] (4) (5)
1 Receivables on Sovereigns 937,500 759,245 178,255
2 Receivables on Public Sector Entities
3 Receivables on Multilateral Development
Banks and International Institutions
4 Receivables on Banks
5 Receivables on Micro, Small Business &
Retail Portfolio
6  Receivables on Corporate
7 Exposures at Syariah Business
Unit (if any)
TOTAL 937,500 759,245 178,255

3.2.b.2. Disclosure of counterparty credit risk: Repo transactions — Consolidated
(in million rupiah)

31 December 2013

Fair
Value of
Portfolio Category Securities Repo Net

Sold Under Liabilities Receivables
Repo
Agreement

€)] (4) (5)

1 Receivables on Sovereigns 937,500 759,245 178,255
2 Receivables on Public Sector Entities
3 Receivables on Multilateral Development
Banks and International Institutions
4 Receivables on Banks
5 Receivables on Micro, Small Business &
Retail Portfolio
6  Receivables on Corporate
7 Exposures at Syariah Business
Unit (if any)
TOTAL 937,500 759,245 178,255
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31 December 2012

Fair
Value of
Securities Repo Net

RWA RWA

Sold Under Liabilities Receivables
Repo
Agreement

(6) (7) (8) (&) (10)
= 1,320,555 1,048,688 271,867 -

- 1,320,555 1,048,688 271,867 -

31 December 2012
Fair
Value of
Securities Repo Net
Sold Under Liabilities Receivables
Repo
Agreement

(6) (7) (8) (&) (10)
= 1,320,555 1,048,688 271,867 -

RWA RWA

- 1,320,555 1,048,688 271,867 -
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3.2.c.1. Disclosure of counterparty credit risk: Reverse Repo transactions — Bank Stand Alone
(in million rupiah)

31 December 2013 31 December 2012
. Net Net
Portfolio Category Net CRM . RWA after Net (@3 :
Receivables Value L CRM Receivables Value T o
after CRM after CRM
(2) (3) (4) (5) (6) (7) (8) (9)
1 Receivables on Sovereigns - - - - 783,752 - 783,752 -
Receivables on Public Sector
Entities

Receivables on Multilateral

Development

Banks and International

Institutions

Receivables on Banks - - - - - - - -

Receivables on Micro, Small

Business & Retail Portfolio

Receivables on Corporate - - - - - - - -
Exposures at Syariah Business

Unit (if any)

TOTAL - - - - 783,752 - 783,752 -

3.2.c.2. Disclosure of counterparty credit risk: Reverse Repo transactions — Consolidated
(in million rupiah)

31 December 2013 31 December 2012
Portfolio Category Net CRM Net RWA after Net (@:{Y NEt RWA after
Receivables Value AL CRM Receivables Value S ES CRM
after CRM after CRM
(2) (3) (4) (5) (6) (7) (8) (9) (10)
1 Receivables on Sovereigns - - - - 783,752 - 783,752 -
) Rec'e.ivables on Public Sector . ) ) ) ) ) ) )
Entities
Receivables on Multilateral
3 Development ) . . ) ) ) ) )
Banks and International
Institutions
4 Receivables on Banks - - - - - - - -
5 Receivables on Micro, Small ) ) ) ) ) ) ) )
Business & Retail Portfolio
6  Receivables on Corporate - - - - - - - -
7 Exposures at Syariah Business
Unit (if any)
TOTAL - - - - 783,752 - 783,752 -
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Risk Management

11. Disclosure of Credit Risks Mitigation
Danamon takes into consideration the collateral availability as one of credit
mitigation technique. The main purpose of the collateral is to limit the risk
of loss if counterparty is unable to fulfill its obligations to the Bank and to
protect against future risks that are unexpected and associated with credit
exposure. However, the Bank does not consider collateral as a sole basis of
credit decision-making, nor as a main source of loan payment.

Danamon has collateral policies and specifies the accepted collateral,
including:
a. Movable Asset
1. Cash and cash equivalent collateral
2. Securities of Government and Bank Indonesia
3. Standby L/C of prime bank.
b. Immovable Asset
1. Land and building
2. Planted machines.
c. Guarantee
1. Personal Guarantee
2. Corporate Guarantee

Collateral assessment can be done by an internal or external appraisers.
For the assessment, Danamon will always ensure appraisers have the
knowledge, education, and experience in the field of collaterals. Bank
external appraisers shall have good qualifications and may not have a
relationship with the borrower. The external appraisers are appointed by
the Bank.
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If, after the assessment, there is a difference in results between internal and external
assessors, then the value used is the most conservative value. The results of the
assessment shall be documented in the Credit Archives.

If there is a change of collateral, Bank shall reassess the collateral. Depending on
the type of changes, the appraisers need to adjust the parts relevant to the changes,
and perform adjustments and update the prepared assessment reports. The absence
of presence of changes in collateral value shall be completely documented.

Assessment of collateral is performed in the initial period of credit, and reassessed
periodically, in accordance with the provision of collateral as a PPA deduction.
For collateral that is used as a deducting factor for the formation of reserves, the
assessment of collateral for credit facilities of more than Rp. 5 billion is done by an
independent external appraisers.

Credit Risk Mitigation Methods for Standardized Approach

To calculate the credit risk mitigation as a deduction to Risk Weighted Assets (Credit
Risk), Bank uses MRK-Collateral techniques. The eligible type of collateral is the
type of financial collateral which complies with the regulation of Bank Indonesia;
namely, cash, savings, current accounts, savings deposits, security deposits, gold
and securities that have certain criteria set by Bank Indonesia.

For reverse repo transactions, collateral in the form of securities underlying the
reverse repo transactions, and/ or cash, is calculated as a form of credit risk
mitigation on reverse repo transactions.

The following are the disclosures of credit risk after calculating the impact of credit
risk mitigation.
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4.1.a. Disclosure of Net Receivables Based on Risk Weighted Assets After Calculating the Credit Risk Mitigation Impacts - Bank Stand Alone
(in million rupiah)

10
1

276

Portfolio Category

(2)
Exposure on Balance Sheet
Receivable on Sovereigns
Receivables on Public Sector

Entities

Receivables on Multilateral
Development

Banks and International
Institutions

Receivables on Banks

Loans Secured by Residential
Property

Loans Secured by Commercial
Real Estate

Employee/Pensioner Loans

Receivables on Micro, Small
Business &
Retail Portfolio

Receivables on Corporate

Past Due Receivables

Other Assets

Exposures at Syariah Business
Unit (if any)

Total Exposure on Balance
Sheet

21,947,312

15,900

170,892

139,901

2,244,976

2,782,603

815,174

28,116,758

20%
(4)

312,055

8,194,542

812,072

199,263

9,517,932

35%
(5)

1,791,236

19,832

1,811,068

31 December 2013
Net Receivables After Calculating the Credit Risk Mitigation Impacts

40% 45%
(6) (7)

288,457 =

288,457 -

Commitments/Contigencies Exposure for Off Balance Sheet Transactions

Receivable on Sovereigns
Receivables on Public Sector
Entities

Receivables on Multilateral
Development

Banks and International
Institutions

Receivables on Banks

Loans Secured by Residential
Property

Loans Secured by Commercial
Real Estate
Employee/Pensioner Loans
Receivables on Micro, Small
Business &

Retail Portfolio

Receivables on Corporate
Past Due Receivables
Exposures at Syariah Business
Unit (if any)

Total Commitments/
Contigencies Exposure
for Off Balance Sheet
Transactions

442

56,352

334,298

391,092

Exposure on Counterparty Credit Risk

Receivable on Sovereigns
Receivables on Public Sector
Entities

Receivables on Multilateral
Development

Banks and International
Institutions

Receivables on Banks

Receivables on Micro, Small
Business &

Retail Portfolio

Receivables on Corporate
Exposures at Syariah Business
Unit (if any)

Total Counterparty Credit
Risk Exposures

665,512

665,512

7,888

1,242

9,130

6,197

6,197

PT Bank Danamon Indonesia, Tbk.
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50%
(8)

474,607

816,565

478,203

25,000

1,794,375

40,568

11,578

52,146

386,039

386,039

75%
(9)

45,772,133

45,772,133

1,142,116

1,142,116

3,010

3,010

100%
(10)

80,176

514,117

54,148,506
16,995
3,714,480

1,424,618

59,898,892

2,017,452

2,017,452

42,161

42,161

150%
(11)

1,172,919
13,706

1,186,625

Others
(12)

147,370

147,370

379,891

2,047,191

742,315
514,117

34,329,100

54,550,021
1,776,373
3,735,039

1,609,176

99,683,223

20,284

7,366

793

856,587

2,017,452

248

2,902,730

194,259

2,257

42,161

238,677
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e Human Resources
e |nformation Technology
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Capital 31 December 2012 Capital
Charge Charge

(9% x Net Receivables After Calculating the Credit Risk Mitigation Impacts 9% x

RWA) 20% 35% 40% 45% 50% 75% 100% 150% Other RWA)
(14) (16) ()] (18) (19) (P10)] (PA))] (22) (23) (24) (26)

17,216,979
34,190 - 362,596 - - - 159,526 - - - 152,282 13,705
184,247 40,767 6,598,104 - - - 722,761 - - - 1,681,002 151,290
66,808 @ - 1,537,701 531,271 - - - - - 750,704 67,563
46,271 190,133 - - - - - - 414,286 - 414,286 37,286
3,089,619 137,553 - - - - " 47,096,357 - - 35,322,268 3,179,004
4,909,502 2,512,113 475,851 - - - 541,977 " 38310351 - 38,676,509 3,480,886
159,874 o - - - - - - 16,769 1,430,396 2,162,363 194,613
336,154 2,145,801 4,302,888 24,728 4,339,980 390,598
144,826 600,464 160,649 12,968 - - 25,000 - 1,142,700 - 101,613 1,278,239 115,042
8,971,491 22,843,810 7,597,200 1,550,669 531,271 - 1,449,264 47,096,357 44,186,994 1,455,124 101,613 84,777,633 7,629,987
1,826 295 - - - - 66,186 - - - 33,092 2,978
663 = - - - - 7171 - - - 3,585 323
71 - - 1,835 109 - - - - - 686 62
77,093 43,153 - - - - - 1,027,713 - - 770,784 69,371
181,571 135,529 = - - - - - 1,481,377 - 1,481,377 133,324
22 - 5,000 - - - - - - - - 1,000 90
261,246 178,977 5,000 1,835 109 - 73,357 1,027,713 1,481,377 - - 2,290,524 206,148
- 1,058,024 - R
17,483 - 4,734 - - - 173,843 - - - 87,868 7,908
203 - - - - - - 3,557 - - 2,668 240
3,794 - - - - - - - 54,209 - 54,209 4,879
21,480 1,058,024 4,734 o - - 173,843 3,557 54,209 - - 144,745 13,027
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4.1.b. Disclosure of Net Receivables Based on Risk Weighted Assets After Calculating the Credit Risk Mitigation Impacts -

Consolidated
(in million rupiah)

31 December 2013

Portfolio Category Net Receivables After Calculating the Credit Risk Mitigation Impacts
20% 35% 40% 45% 50% YY) 100% 150% Others
(2) (4) (5) (6) (7) (8) (9) (10) (11) (12)
A Exposure on Balance Sheet
1 Receivable on Sovereigns 21,047,312 - - - - - - - - - -
Receivables on Public Sector - 312,05 - - - 474607 - 80176 - - 379,891
Entities
Receivables on Multilateral
3 Development . R B . . . . . . . .
Banks and International
Institutions
4 Receivables on Banks 15,900 8,434,113 - - - 816,565 - - - - 2,095,105
5 Loans Secured by Residential . - 1,791,236 288,457 . . . . . . 742315
Property
6 Loans Secured by Commercial 170,892 R R . . . . 514,117 . . 514,117
Real Estate
7 Employee/Pensioner Loans - - - - - - - - - - -
Receivables on Micro, Small
8 Business & 139,901 - - - - - - - - 56,131,414
Retail Portfolio RIS
9 Receivables on Corporate 2,244,976 775,584 - - - 478,203 " 54,148,506 - - 54,542,723
10 Past Due Receivables - - - - - - - 16,995 1,459,213 - 2,205,814
11 Other Assets 2,901,280 - - - - - - 4,480,483 13,706 - 4,501,042
12 Exposures at Syariah Business 815,174 199,263 19,832 . . 25,000 - 1,424,618 - 147,370 1,609,176
Unit (if any)
:‘;‘S‘;fxp““re onBalance g 735435 9,721,015 1,811,068 288,457 - 1,794,375 74,841,885 60,664,895 1,472,919 147,370 122,721,598
B Commitments/Contigencies Exposure for Off Balance Sheet Transactions
1 Receivable on Sovereigns - - - - - - - - - - -
5 Reclelwables on Public Sector 242 R R . . 40,568 . . . . 20,284
Entities
Receivables on Multilateral
3 Development . R R } } : : ) . . :
Banks and International
Institutions
4 Receivables on Banks - 7,888 - - - 11,578 - - - - 7,366
5 Loans Secured by Residential . R 2,255 10 . . . . . . 793
Property
6 Loans Secured by Commercial . R R . . . . . . . .
Real Estate
7 Employee/Pensioner Loans - - - - - - - - - - -
Receivables on Micro, Small
8 Business & 56,352 - - - - - 1,142,116 - - - 856,587
Retail Portfolio
9 Receivables on Corporate 334,298 - - - - - - 2,017,452 - - 2,017,452
10 Past Due Receivables - - - - - - - - - - -
1 Exp_os_ures at Syariah Business . 1,242 R . . . . . . . 248
Unit (if any)
Total Commitments/
Contigencies Exposure 391,092 9,130 2,255 10 . 52,146 1,142,116 2,017,452 g - 2,902,730
for Off Balance Sheet
Transactions
C Exposure on Counterparty Credit Risk
1 Receivable on Sovereigns 665,512 - - - - - - - - - -
Receivables on Public Sector
Entities
Receivables on Multilateral
3 Development . R R . . . . . . . .
Banks and International
Institutions
4 Receivables on Banks - 6,197 - - - 899,205 - - - - 450,842
Receivables on Micro, Small
5 Business & - - - - - - 3,010 - - - 2,257
Retail Portfolio
6 Receivables on Corporate - - - - - - - 42,161 - - 42,161
7 Exposures at Syariah Business . R R . . . . . . . .
Unit (if any)
Total Counterparty Credit Risk 665,512 6,197 - - - 899,205 3010 42,161 - - 495260
Exposures
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e Risk Management

e Human Resources
e |nformation Technology

e Operations

Capital 31 December 2012 Capital

igi‘/:gxe Net Receivables After Calculating the Credit Risk Mitigation Impacts igzgxe

RWA) 20% 35% 40% 45% 50% 75% 100% 150% Other RWA)
(14) (16) (17) (18) (19) (20) (21) (22) (PX)) (24) (26)

17,216,979
34,190 - 362,59 - - - 159,526 - - - - 152,282 13,705
188,559 40,767 6,945,513 - - - 722,761 - - - - 1,750,484 157,543
66,808 - - 1,537,701 531,271 - - - - - - 750,704 67,563
46,271 190,133 - - - - - - 414,286 - - 414,286 37,286

5,051,828 137,553 - - - - 70,062,296 - - - 52,546,722 4,729,205

4908845 2,512,113 475851 - - - 541,977 “ 38.310,351 - - 38,676,509 3,480,886
198,524 - - - - - - - 16,769 1,644,700 - 2483819 223,544
405,095 2,414,253 - - - - - - 4,883,980 24,728 - 4921072 442,897
144,826 600,464 160,649 12,968 - - 25,000 - 1,142,700 - 101,613 1278239 115,042

11,044,946 23,112,262 7,944,609 1,550,669 531,271 - 1,449,264 70,062,296 44,768,086 1,669,428 101,613 102,974,117 9,267,671

1,826 295 - - - - 66,186 - - - - 33,092 2,978
663 - - - - - 7,171 - - - - 3,585 323

71 - - 1,835 109 - - - - - - 686 62
77,093 43,153 - - - - - 1,027,713 - - - 770,784 69,371
181,571 135,529 - - - - - - 1,481,377 - - 1481377 133,324
22 - 5,000 - - - - - - - - 1,000 90
261,246 178,977 5,000 1,835 109 - 73,357 1,027,713 1,481,377 s - 2290524 206,148
- 1,058,024 - - - - - - - - - - -
40,575 - 4,734 - - - 220330 - - - - 111,112 10,000
203 - - - - - - 3,557 - - - 2,668 240
3,794 - - - - - - - 54,209 - - 54,209 4,879
44,572 1,058,024 4,734 - - - 220,330 3,557 54,209 - - 167,989 15,119
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Risk Management

4.2.a. Disclosure of Net Receivables and Credit Risk Mitigation Techniques - Bank Stand Alone
(in million rupiah)

31 December 2013

. Secured Portion
Portfolio Catego
- Nt Credit Unsecured Portion

Receivable Collateral Guarantee Others
Insurance

2) (€)] @ (5) (6) ¥))

(8) = (3)-
[(4)+(5)+(6)+(7)]

A Exposure on Balance sheet
1 Receivable on Sovereigns 21,947,312 - 21,947,312
2 Receivables on Public Sector Entities 866,838 - 866,838
3 Receivables on Multilateral Development ) ) )
Banks and International Institutions
4 Receivables on Banks 9,027,007 15,900 9,011,107
5 Loans Secured by Residential Property 2,079,693 - 2,079,693
6 Loans Secured by Commercial Real Estate 685,009 170,892 514,117
7 Employee/Pensioner Loans - - -
3 Recelivables on Micro, Small Business & 45,912,034 139,901 45,772,133
Retail Portfolio
9 Receivables on Corporate 57,683,757 2,244,976 55,438,781
10  Past Due Receivables 1,189,914 - 1,189,914
11 Other Assets 6,510,789 6,510,789
12 Exn‘?f(si;”aes;;t Syariah Business 2,631,257 191,306 - - - 2,439,951
Total Exposure on Balance sheet 148,533,610 2,762,975 - - - 145,770,635
B Commitments/Contigencies Exposure
for Off Balance Sheet Transactions
1 Receivable on Sovereigns - - -
2 Receivables on Public Sector Entities 41,010 442 40,568
3 Receivables on Multilateral Development ) ) i
Banks and International Institutions
4 Receivables on Banks 19,466 - 19,466
5 Loans Secured by Residential Property 2,265 - 2,265
6 Loans Secured by Commercial Real Estate - - -
7 Employee/Pensioner Loans - - -
3 Recelivables on Micro, Small Business & 1,198,468 56,352 1142,116
Retail Portfolio
9 Receivables on Corporate 2,351,750 334,298 2,017,452
10  Past Due Receivables - - -
11 E);pi)f(sil;raesye;t Syariah Business 1,242 . } } ) 1,242
Total Commitments/Contigencies
Exposure for Off Balance Sheet 3,614,201 391,092 - - - 3,223,109

Transactions

C  Counterparty Credit Risk Exposures
1 Receivable on Sovereigns 665,512 665,512
2 Receivables on Public Sector Entities - -
3 Receivables on Multilateral Development ) )
Banks and International Institutions
4 Receivables on Banks 392,236 392,236
5 Recelivables on Micro, Small Business & 3,010 3,010
Retail Portfolio
6 Receivables on Corporate 42,161 42,161
5 Exposures at Syariah Business .
Unit (if any)
'é'?(:)a;scuc:::terparty Credit Risk 1,102,919 ) ) ) } 1,102,919

Total (A+B+C) 153,250,730 3,154,067 150,096,663
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31 December 2012
Secured Portion

Net 2

| i V) d Porti
Receivables Collateral Guarantee izl Others o

Insurance
(13) = (8)-

@) ©) ) A (12 [e)+(10)+(11)+(12)]
17,216,979 - 17,216,979
522,122 - 522,122
7,361,632 40,767 7,320,865
2,068,972 - 2,068,972
604,419 190,133 414,286
47,233,910 137,553 47,096,357
41,840,292 2,512,113 39,328,179
1,447,165 - 1,447,165
6,473,417 6,473,417
2,043,394 256,026 - - - 1,787,368
126,812,302 3,136,592 - - - 123,675,710
66,481 295 66,186
7,171 - 7,171
1,944 - 1,944
1,070,866 43,153 1,027,713
1,616,906 135,529 1,481,377
5,000 - - - - 5,000
2,768,368 178,977 - - - 2,589,391
1,058,024 1,058,024
178,577 178,577
3,557 3,557
54,209 54,209
1,294,367 - - - - 1,294,367

130,875,037 3,315,569 127,559,468
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4.2.b. Disclosure of Net Receivables and Credit Risk Mitigation Techniques - Consolidated
(in million rupiah)

Nou A W N =D

- s O oo

N o v, W N =

= O o

A W N = A

Portfolio Category

2)

Exposure on Balance sheet
Receivable on Sovereigns
Receivables on Public Sector Entities

Receivables on Multilateral Development
Banks and International Institutions

Receivables on Banks

Loans Secured by Residential Property
Loans Secured by Commercial Real Estate
Employee/Pensioner Loans

Receivables on Micro, Small Business &
Retail Portfolio

Receivables on Corporate

Past Due Receivables

Other Assets

Exposures at Syariah Business

Unit (if any)

Total Exposure on Balance sheet
Commitments/Contigencies Exposure
for Off Balance Sheet Transactions
Receivable on Sovereigns

Receivables on Public Sector Entities

Receivables on Multilateral Development
Banks and International Institutions

Receivables on Banks

Loans Secured by Residential Property
Loans Secured by Commercial Real Estate
Employee/Pensioner Loans

Receivables on Micro, Small Business &
Retail Portfolio

Receivables on Corporate

Past Due Receivables

Exposures at Syariah Business

Unit (if any)

Total Commitments/Contigencies
Exposure for Off Balance Sheet
Transactions

Counterparty Credit Risk Exposures
Receivable on Sovereigns

Receivables on Public Sector Entities

Receivables on Multilateral Development
Banks and International Institutions

Receivables on Banks

Receivables on Micro, Small Business &
Retail Portfolio

Receivables on Corporate

Exposures at Syariah Business

Unit (if any)

Total Counterparty Credit Risk
Exposures

Total (A+B+C)
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Net
Receivables Col

(3)

21,947,312
866,838

9,266,578
2,079,693
685,009

74,981,786

57,647,269 2,
1,476,208
7,395,469

2,631,257
178,977,419 2,

41,010

19,466
2,265

1,198,468
2,351,750

1,242

3,614,201

665,512

905,402
3,010
42,161

1,616,085
184,207,705 3,
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@

15,900

170,892

139,901
244,976

191,306
762,975

442

56,352
334,298

391,092

154,067

31 December 2013
Secured Portion

Credit
Insurance

(5) (6)

Guarantee

Others

()]

Unsecured Portion

(8) = (3)-
[(4)+(5)+(6)+(7)]

21,947,312
866,838

9,250,678
2,079,693
514,117

74,841,885

55,402,293
1,476,208
7,395,469

2,439,951
176,214,444

40,568

19,466
2,265

1,142,116
2,017,452

1,242

3,223,109

665,512

905,402
3,010
42,161

1,616,085

181,053,638
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Risk Management

31 December 2012
Secured Portion

Net :
| i V) d Porti
Receivables Collateral Guarantee izl Others e
Insurance
(13) = (8)-
(€)) (9) (10) (11) (12) [(9)+(10)+(11)+(12)]

17,216,979 - - - - 17,216,979
522,122 - - - - 522,122
7,709,041 40,767 - - - 7,668,274
2,068,972 - - - - 2,068,972
604,419 190,133 - - - 414,286
70,199,849 137,553 - - - 70,062,296
41,840,292 2,512,113 - - - 39,328,179
1,661,469 - - - - 1,661,469
7,322,961 - - - - 7,322,961
2,043,394 256,026 - - - 1,787,368
151,189,498 3,136,592 - - - 148,052,906
66,481 295 - - - 66,186
7,171 - - - - 7,171
1,944 - - - - 1,944
1,070,866 43,153 - - - 1,027,713
1,616,906 135,529 - - - 1,481,377
5,000 - - - - 5,000
2,768,368 178,977 - - - 2,589,391
1,058,024 - - - - 1,058,024
225,064 - - - - 225,064
3,557 - - - - 3,557
54,209 - - - - 54,209
1,340,854 - - - - 1,340,854

155,298,720 3,315,569 151,983,151
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12. Disclosure of Asset Securitization

284

Securitization is a process of taking non-liquid assets or asset group and through financial
engineering transforming it into securities. Securities issued are based on the transfer of
financial assets from the Originator followed by the payment for proceeds of the sale of
asset-backed securities to investors.

In line with the Regulations of Bank Indonesia No. 7/4/ PBI/2005 and Circular Letter
of BIl, SEBI No.7/51/DPNP on Prudential Principles of Securitization Activities for
Commercial Banks, in the activity of asset securitization, the Bank can perform its
functions as Originator, Credit Enhancer, Funding Provider, Servicer, Custodian Bank,
and/or Investor (Senior Investor and Junior Investor). Danamon takes the role of a Senior
Investor, which will be firstly prioritized.

The main purpose of investment is as follows:

a. To optimize the return of excess liquidity of the Bank, resulting from the structural
position of the Bank’s balance sheet.

b. To diversify the Bank’s risks through marginal investment (as a percentage of loan
portfolio) in KPR (mortgage risk).

c. To gain access to the knowledge mechanism of potential process of EBA issuance by
the Bank’s group.

The granting of credit to purchase EBA securities also comes with a risk. Credit risk of
EBA securities is the inability of debtors to pay their installments at a certain interest
rate above Junior Tranches’, which exceeds the reserve account and the inability of Credit
Support to make payments to Senior Tranches.
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Summary of EBA Accounting Treatment on EBA Securities

EBA securities for the Bank are classified as securities (financial assets).
The Bank will evaluate whether there is objective evidence of a purchase
of EBA securities, which cannot be recorded at fair value through the profit
and loss report, and whether this has been impaired. Securities classified
as available for (AFS) are measured at a fair value, plus transaction costs.

Following initial recognition, such securities are recorded at a fair value.
The changes of other fair value are recognized directly in equity, until such
investments are sold or impaired, where the previous cumulative profit
recognized in equity shall be recognized in a profit and loss report based
on the weighted average method.

The interest income is recognized in the profit and loss report by using
the effective interest method, and interest income generated from EBA
securities is charged as Bank’s income tax.

The Bank limits investment in EBA securities to Rp. 50 billion and its
application shall be approved and recommended by the Treasury and
Capital market Director and Integrated Risk Director. In addition, EBA
securities shall be recorded as securities available for sale (AFS). Currently,
EBA exposure held by the Bank as a senior investor uses Moody'’s ratings.

The following is the List of Disclosures of Quantitative Transactions of
Bank Danamon Asset Securitization.
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5.1.a. Disclosure of Securitization Transactions - Bank Stand Alone
(in million rupiah)
31 December 2013

Value of Impaired Securitized Profit/ .
Risk

Securitization Exposure Securitized Assets Loss from Capital

Weighted

Asset Deduction

Asset past d Non- Past Securitization
SSEEHS Due Activity

(2) (E)) (4) (5) (6) (7) (8)
1 Bank acting as First Creditor
Bank acting as Credit Enhancement Provider
a. First Risk Insurer Facility
b. Second Risk Insurer Facility
Bank acting as Liquidity Facility Provider
Bank acting as Service Provider
Bank acting as Custodian Bank
Bank acting as Investor
a. Senior Tranche 19,233
Exposure Types: Asset Backed Securities
b. Junior Tranche

o U~ W

5.1.b. Disclosure of Securitization Transactions - Consolidated
(in million rupiah)
31 December 2013

Value of Impaired Securitized Profit/ .
Risk

Securitization Exposure Securitized Assets Loss from Capital

Weighted

Asset Deduction

Asset past d Non- Past Securitization
SSRERS Due Activity

(2) (3) (4) (5) (6) (7) (8)

1 Bank acting as First Creditor

Bank acting as Credit Enhancement Provider

a. First Risk Insurer Facility

b. Second Risk Insurer Facility

Bank acting as Liquidity Facility Provider

Bank acting as Service Provider

Bank acting as Custodian Bank

Bank acting as Investor

a. Senior Tranche 19,233
Exposure Types: Asset Backed Securities

b. Junior Tranche

o U b~ W
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31 December 2012
Value of Impaired Securitized Profit/
Securitized Assets Loss from
Asset Non- Past  Securitization
Due Activity

(9) (10) (11) (12) (13) (14)

Risk
Weighted
Asset

Capital

Deduction
Past due

31,202

31 December 2012
Value of Impaired Securitized Profit/
Securitized Assets Loss from
Asset Non- Past  Securitization
Past due Due Activity

(9) (10) (11) (12) 4E)) (14)

Risk
Weighted
Asset

Capital
Deduction

31,202
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Calculation of the Standardized Approach of Credit Risk Weighted Assets— Bank Stand Alone

6.1.1. Disclosure of Asset Exposures in the Balance Sheet
(in million rupiah)

31 December 2013 31 December 2012
Portfolio Category Net RWA before RWA after Net RWA before RWA after
Receivable CRM CRM Receivable CRM CRM
(2) (3) (6)

1 Receivable on Sovereigns 21,947,312 - - 17,216,979 - -
2 Receivables on Public Sector Entities 866,838 379,891 379,891 522,122 152,282 152,282
3 Receivables on Multilateral Development ) ) ) i ) )

Banks and International Institutions
4 Receivables on Banks 9,027,007 2,055,141 2,047,191 7,361,632 1,700,785 1,681,002
5 Loans Secured by Residential Property 2,079,693 742,315 742,315 2,068,972 750,704 750,704
6 Loans Secured by Commercial Real Estate 685,009 685,009 514,117 604,419 604,419 414,286
7 Employee/Pensioner Loans - - - - - -
g  Receivables on Micro, Small Business & 45,912,034 34,434,026 34,329,100 47,233,910 35425432 35,322,268

Retail Portfolio
9 Receivables on Corporate 57,683,757 56,794,998 54,550,021 41,840,292 41,188,622 38,676,509
10  Past Due Receivables 1,189,914 1,776,373 1,776,373 1,447,165 2,162,363 2,162,363
11 Other Assets 6,510,789 - 3,735,039 6,473,417 - 4,339,980
TOTAL 145,902,353 96,867,752 98,074,047 124,768,908 81,984,608 83,499,394

6.1.2. Disclosure of Commitments/Contingencies Exposure for Off Balance Sheet Transactions
(in million rupiah)

31 December 2013 31 December 2012
Portfolio Category Net RWA before RWA after Net RWA before RWA after
Receivable CRM CRM Receivable CRM CRM
(2)

1 Receivable on Sovereigns - - - - - -
2 Receivables on Public Sector Entities 41,010 20,505 20,284 66,480 33,240 33,092
3 Receivables on Multilateral Development ) ) ) ) ) )

Banks and International Institutions
4 Receivables on Banks 19,466 7,366 7,366 7,171 3,585 3,585
5 Loans Secured by Residential Property 2,265 793 793 1,944 686 686
6 Loans Secured by Commercial Real Estate - - - - - -
7 Employee/Pensioner Loans - - - - - -
g  Receivables on Micro, Small Business & 1,198,468 898,851 856,587 1,070,865 803,149 770,784

Retail Portfolio
9 Receivables on Corporate 2,351,750 2,351,750 2,017,451 1,616,906 1,616,906 1,481,377
10  Past Due Receivables - - - - - -
TOTAL 3,612,958 3,279,265 2,902,481 2,763,366 2,457,566 2,289,525
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6.1.3. Disclosure of Exposures causing Counterparty Credit Risk

(Counterparty Credit Risk)
(in million rupiah)

31 December 2013 31 December 2012
Portfolio Category Net RWA before RWA after Net RWA before RWA after

Receivable (@:{)Y) CRM Receivable CRM CRM
(2) E) (4) (6) (7)
1 Receivables on Sovereigns 665,512 - - 1,058,024 - -
2 Receivables on Public Sector Entities - - - - - -
Receivables on Multilateral Development Banks and

3 International Institutions ) ) ) ) ) )

4 Receivables on Banks 392,236 194,259 194,259 178,577 87,868 87,868

5 Receivgbles on Micro, Small Business & Retail 3,010 2,257 2,257 3,557 2,668 2,668
Portfolio

6 Receivables on Corporate 42,161 42,161 42,161 54,209 54,209 54,209

TOTAL 1,102,919 238,677 238,677 1,294,367 144,745 144,745

6.1.4. Disclosure of Exposures causing Credit Risk due to Settlement Risk

(Settlement Risk)
(in million rupiah)

31 December 2013 31 December 2012
Portfolio Category Net RWA before RWA after Net RWA before RWA after

Receivable CRM CRM Receivable CRM CRM
(2) €)] (4) (5) (6) (7) (8)
1 Delivery versus Payment - - = - - R
a. Capital Charge 8% (5-15 days) o = - - - _
b. Capital Charge 50% (16-30 days) = = = - - -
c. Capital Charge 75% (31-45 days) = = = - - R
d. Capital Charge 100% (more than 45 days) - = = - - -
2 Non-delivery versus Payment - = S - - -
TOTAL - - - - - _

6.1.5. Disclosure of Securitization Exposures
(in million rupiah)

31 December 2013 31 December 2012

Capital RWA after Capital

. : RWA after
Deduction CRM Deduction CRM
Factor Factor

(2) () (4) (3) (4)
Qualified Enhancement Credit Facility = = - R
Un-qualified Enhancement Credit Facility = o - R
Qualified Liquidity Facility = - - -
Un-qualified Liquidity Facility = o - R
Qualified Purchase of Assets-Backed Security o 19,233 - 31,202
Un-qualified Purchase of Assets-Backed Security - - - -

Securitization Exposure which is not included in the regulation of Bank Indonesia
regarding prudent principles in activating banks assets securitization.

TOTAL

Portfolio Category

N O wN =

19,233 = 31,202
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6.1.6. Disclosure of Exposures in Syariah Business Unit
(in million rupiah)

31 December 2013 31 December 2012

Portfolio Category Caplt‘?l RWA after Caplt?I RWA after
Deduction Deduction
CRM CRM
Factor Factor

(2) (3) (4) (3) (4)
1 Total Eksposur - 1,609,425 - 1,279,239
TOTAL - 1,609,425 - 1,279,239

6.1.7. Disclosure of Total Credit Risks Measurement
(in million rupiah)

31 December 2013 31 December 2012
TOTAL CREDIT RISK RWA 102,843,863 87,244,106

TOTAL CAPITAL DEDUCTION FACTOR - -

Calculation of the Standardized Approach of Credit Risk Weighted Assets— Consolidated

6.2.1. Disclosure of Assets Exposures in the Balance Sheet
(in million rupiah)

31 December 2013 31 December 2012
Portfolio Category Net RWA before RWA after Net RWA before RWA after
Receivables (@:{)Y) (@:{)Y) Receivables CRM CRM
(2) (3) (4) ©)] (6) (7) (8)
1 Receivable on Sovereigns 21,947,312 - - 17,216,979 - -
2 Receivables on Public Sector Entities 866,838 379,891 379,891 522,122 152,282 152,282
3 Receivables on Multilateral Development . ) ) ) . .
Banks and International Institutions
4 Receivables on Banks 9,266,578 2,103,055 2,095,105 7,709,041 1,770,267 1,750,483
5 Loans Secured by Residential Property 2,079,693 742,315 742,315 2,068,972 750,704 750,704
6 Loans Secured by Commercial Real Estate 685,009 685,009 514,117 604,419 604,419 414,286
7 Employee/Pensioner Loans - - - - - -
g  Receivables on Micro, Small Business & 74,981,786 56,236,339 56,131,413 70,199,848 52,649,886 52,546,722
Retail Portfolio
9 Receivables on Corporate 57,647,269 56,787,700 54,542,723 41,840,292 41,188,622 38,676,509
10  Past Due Receivables 1,476,208 2,205,815 2,205,815 1,661,469 2,483,819 2,483,819
11 Other Assets 7,395,469 - 4,501,042 7,322,961 - 4,921,072
TOTAL 176,346,161 119,140,124 121,112,422 149,146,103 99,599,999 101,695,877
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6.2.2. Disclosure of Commitment Exposures / Contingency on Administrative Account Transactions

(in million rupiah)

31 December 2013

Portfolio Category Net

(2)

Receivables

1 Receivable on Sovereigns S
2 Receivables on Public Sector Entities 41,010
3 Receivables on Multilateral Development )
Banks and International Institutions
4 Receivables on Banks 19,466
5 Loans Secured by Residential Property 2,265
6 Loans Secured by Commercial Real Estate -
7 Employee/Pensioner Loans -
3 Recelivables on Micro, Small Business & 1,198,468
Retail Portfolio
9 Receivables on Corporate 2,351,750
10  Past Due Receivables -
TOTAL 3,612,958

6.2.3. Disclosure of Exposures causing Counterparty Credit Risk

(Counterparty Credit Risk)
(in million rupiah)

31 December 2013

Portfolio Category Net

(2)

Receivables on Sovereigns

Receivables

665,512

Receivables on Public Sector Entities -
Receivables on Multilateral Development Banks and

1

2

3 . o
International Institutions

4 Receivables on Banks

5

6

Receivables on Micro, Small Business & Retail

Portfolio
Receivables on Corporate
TOTAL

905,402
3,010

42,161
1,616,085

RWA before RWA after

(@}

898,851
2,351,750

3,279,265

CRM

856,587
2,017,451

2,902,481

RWA before RWA after

CRM

450,842
2,257

42,161
495,260
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(@:{}

450,842
2,257

42,161
495,260

31 December 2012

Net
Receivables

(6)

66,480

7.171
1,944

1,070,865
1,616,906

2,763,366

31 December 2012

Net
Receivables

1,058,024

225,064
3,557

54,209
1,340,854

Risk Management

RWA before RWA after

CRM
)

33,240

3,585
686

803,149
1,616,906

2,457,566

CRM
(8)

33,092

3,585
686

770,784
1,481,377

2,289,525

RWA before RWA after

CRM
(7)

111,112
2,668

54,209
167,989

CRM
(8)

111,112
2,668

54,209
167,989
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6.2.4. Disclosure of Exposures causing Credit Risk due Settlement Risk

(Settlement Risk)
(in miliion rupiah)

31 December 2013 31 December 2012
Portfolio Category Exposure RWA before RWA after | Exposure RWA before RWA after

Value CRM CRM Value CRM CRM
(2) (3) (4) (5) (6) (7) (8)

1 Delivery versus Payment - - = - - -
a. Capital Charge 8% (5-15 days) - a S - - R
b. Capital Charge 50% (16-30 days) - = = - - R
c. Capital Charge 75% (31-45 days) = = S - - R
d. Capital Charge 100% (more than 45 days) - = 5 - - -
2 Non-delivery versus Payment - - = - - -
TOTAL - = o 5 - -

6.2.5. Disclosure of Securitization Exposures
(in million rupiah)

31 December 2013 31 December 2012

Capital RWA after Capital

. . RWA after
Deduction CRM Deduction CRM
Factor Factor

(2) (€) (4) (3) (4)

Qualified Enhancement Credit Facility = o - R
Un-qualified Enhancement Credit Facility = = - -
Qualified Liquidity Facility = - - R
Un-qualified Liquidity Facility S = - -
Qualified Purchase of Assets-Backed Security = 19,233 - 31,202
Un-qualified Purchase of Assets-Backed Security - = - -

Securitization Exposure which is not included in the regulation of Bank Indonesia
regarding prudent principles in activating banks assets securitization.

TOTAL - 19,233 - 31,202

Portfolio Category

N OO wN =

6.2.6. Disclosure of Exposures in Syariah Business Unit
(in million rupiah)

31 December 2013 31 December 2012
: Capital Capital
Portfolio Cat
ortfolio Category Deduction RWA after Deduction RWA after
CRM CRM
Factor Factor
(2) (4) (3) (4)
1 Total Exposure - 1,609,425 - 1,279,239
TOTAL - 1,609,425 - 1,279,239

6.2.7. Disclosure of Total Credit Risks Measurement
(in million rupiah)

31 31

December | December
2013 2012

TOTAL CREDIT RISK RWA 126,138,821 105,463,832

TOTAL CAPITAL DEDUCTION FACTOR - -
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B. MARKET RISK

Market  Risk
management and monitoring of all risks faced

Management covers the
by banks as a result of movements against the
market factor. Market factors include (but are
not limited to) the interest rate, FX, interest
rate movement and FX movement.

As a consequence of the daily activities of the
Bank, market risks arise from two different
areas and are separately managed. First, there
is risk from treasury trading activities and
second, there is risk due to the gap of interest
rate on the balance sheet. Furthermore,
the former area is defined as risk in Trading
Book while the latter is defined as the Interest
Rate Risk in the Balance Sheet. Market Risk
Management applies to both risks.

Market Risk Management Organization
Market Risk Management Organization is a
top-down process in the Bank’s organization,
starting from the Risk Monitoring Committee,
Board of Directors through Asset & Liabilities
Committee (ALCO), and senior management
actively involved in the planning, approval,
review, and study of all risks involved.

Market Risk Management Implementation

Market Risk Management Implementation
through a process of
identification, measurement, and monitoring,

is carried out

and is supported by the implementation of
management information systems. Market risk
is managed by Market and Liquidity Risk (MLR)
Management Division, which is an independent
Bank,

function in the which develops,

Annual Report

implements and maintains a comprehensive
and integrated market risk framework including
qualitative and quantitative methodologies/
tools to identify, measure, aggregate, manage,
monitor, control and report market risks.

1. Trading Risk
Trading risk is primarily managed by a limit
structure and monitored every day by the
Market & Liquidity Risk (MLR) Management
division.

The identification process begins with
a Product Program (PP), which risk is
identified and procedure is employed to
reduce, transfer, and manage the risk. PP
begins with product unit and is used to
gain approval for new products with special
requirements and regulations, or to approve
changes in existing products.

2. Interest Rate Risk in Banking Book

Interest rate risk is exposure over the
financial conditions of a bank, moving
opposite to the movement of interest rates
(adverse movement). The risk element is an
inherent part of the banking business. Good
risk management can enable such exposure
to be an additional source of income
that will increase value for shareholders.
However, excessive exposure to the interest
rate risk can cause a significant threat to
bank’s income and capital.

The interest rate risk identification process
begins with the balance sheet itself, where
the risk can be identified and managed on
a daily basis.

PT Bank Danamon Indonesia, Tbk.
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Risk Factors

Risk factors are defined as variables that cause
changes in the value of a financial instrument
or a portfolio in a financial instrument, either
on or off-balance sheet. Fundamental market
risk factors that will be included in the risk
measurement systems are:

1. Foreign Exchange (FX).

2. Interest Rate

3. Equity/ Commodity.

4. Optionality.

The risk factors may occur separately or in
a combination of several risk factors, if the
Bank’s products or activities have several risk
factors to be managed; however, in this context
it is only limited to interest rate risk and FX.

Measurement, Monitoring, and Controlling of
Market Risks

Trading Risk

The measurement of trading market risk is
implemented in an already identified market
risk and followed by the control of the limit
system. The framework of market risk
measurement begins with a further sorting of

components of market risk factors.

As an important element in market risk

management, valuation of the financial
instrument is to be carried out every day. The
result of the valuation is used as a part of the
measurementand controlling of risk. Avaluation
method primarily used is based on the rate/
index that can be observed (mark-to-market) if

a liquid market is available. For a market of an

PT Bank Danamon Indonesia, Tbk.
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inactive financial instrument, the fair value is
calculated with mark-to-model. Mark-to-model
is used by banks, including, but not limited to,
the following methods: Discounted Cash Flow,
Modeling and Benchmarking.

The monitoring of risk of trading market is
implemented by considering the risk appetite
of management in the form of Management
Action Triggers (MAT) which gives sensitivity
to management should the level of risk is at a
high level. MLR functions to monitor MAT and
limit other market risks on a daily basis.

Interest Rate Risk

The measurement of interest rate risk shall
cover the selection of exposure measurement
method of balance-sheet market risk,
including: Factor Sensitivity Measures, Gaps,
Earning at Risk, Economic Value Equity (EVE)
and Stress Test.

MLR independently monitors all limits
approved on a daily basis.

Minimum Capital Adequacy

Danamon is committed to meet the Minimum
Capital Adequacy (KPMM) stipulated by the
regulator. Therefore, each month the Bank will
calculate the Risk Weighted Assets (ATMR)
by using a standardized approach. In the
calculation, the bank takes two exposures into
account, namely, interest rate exposure and FX
exposure. Interest rate exposure consists of
specific risks and general risks, including debt,
debt related instruments, and interest rate
derivatives on trading book. On the other hand,
FX exposure is targeted at foreign exchange
risk on trading book and banking book.
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7.1. Disclosure of Market Risks by Using Standardized Methodology

(in million rupiah)
31 December 2013

31 December 2012

: Bank Consolidated Bank Consolidated
Risk Types Capital Capital Capital Capital

Charge A Charge A Charge S Charge S

(2) (€)) (4) (5) (6) (7) (8) 9) (10)
1 Interest Rate Risk 270,382 270,382 216,751 216,751
a. Specific Risk - - - - 1,103 13,786 1,103 13,786
b. General Risk 21,631 270,382 21,631 270,382 16,237 202,965 16,237 202,965
2 Exchange Rate Risk 10,164 127,045 10,460 130,749 7,863 98,291 7,863 98,291
3 Equity Risk - - - - - - - -
4 Commodity Risk - - - - - - - -
5 Option Risk - - - - - - - -
Total 31,795 397,427 32,091 401,131 25,203 315,042 25,203 315,042

C. OPERATIONAL RISK The Risk Management Director, together with

Operational risk is a risk of loss arising from
the inadequacy or failure of internal processes,
humans or systems, or from an external event,
which affects the Bank’s operational activities.

In determining the scope of operational risk
management policies, adefinition of operational
risk has been specified in the Regulation of
Bank Indonesia (PBI no.05/ PBI/8/2003) and
its amendment (PBI No.11/25/ PBI/2009),
where the legal risk, business risk, and strategic
reputation risk is not included in the category
of operational risk.

Operational Risk Management Organization
The objective of Danamon in managing
operational risk is to minimize the impact
of failure/inadequacy of internal processes,
human factors, systems or external events
which may have resulted in a financial and non-
financial loss as well as damaging the reputation
of the Bank. To achieve its objective, the Bank
has formed an organizational structure of

operational risk management.

Annual Report 2013

the Risk Division Head, serves as a Chairman
of the operational risk management committee
and is in charge of operational risk employees
supporting
functions. This Committee aims to ensure
that the entire Board of Directors and Board
of Commissioners perform their monitoring
functions towards operational risk by holding
a discussion relevant to significant operational
risks, monitoring
operational risk management framework, and

and all business lines and

implementation of an

providing direction over the required follow-up.

ORM Division also appoints ORM PIC on
each Line of Business/Support Function/
Subsidiaries to ensure sound implementation
of operational risk management framework in

each working unit.

Danamon develops awareness and operational

risk culture at all levels and appoints

operational risk management functions for all
related parties. The working unit is responsible
for identifying, mitigating,

managing, and
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reporting operational risk. To ensure the
actuation of operational risk management, a
working unit is assisted by an officer appointed
as Operational Management Head in business
lines and support functions.

The Operational Risk Management Division
functions as a facilitator in operational risk
management practice, and is responsible
for the planning, defining, developing and
maintaining of an operational risk management
framework, monitoring the implementation
of said framework in all working units and
ensuring adequate control over the policies and
procedures towards the activity of operational
risk management.

Operational Risk Management

The integrated implementation of operational
risk management in
subsidiaries is carried out to ensure that

Danamon and its

the control of operational risks have been
implemented in the best possible manner.
All business lines and support functions as
working units are obliged to identify factors that
can cause the occurrence of operational risks
from product activities, processes, services,
organizations and information systems,
referring to a Risk Event Table, Risk Control
Self Assessment (RCSA) and Key Risk Indicator

(KRI).

Furthermore, all business lines and support
functions shall apprehend, measure, analyze,
monitor and submit an operational risk report
by recording any events of operational risk, and
implementing Risk Control Self Assessment
and Key Risk Indicators, periodically and in a
timely manner.
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The Operational Risk Management Division is
also responsible for providing a comprehensive
description of all operational risks to the Risk
Management Committee, both at the level of
Commissioner and at the level of Board of
Directors, and each head of a working unit is
responsible for supporting effective monitoring
of operational risk.

As part of the Bank’s endeavors to improve the

monitoring of operational risk, the followings

are some of the efforts that have been

implemented and will continue to be improved:

» Expansion of recording coverage, analysis
and risk event reports in a more detailed
manner to ascertain the position of the
Bank concerning existing problems relevant
to operational risks.

» Development of an
Management System (ORMS) application to
improve the effectiveness of operational risk

Operational Risk

management.
» lIdentify the
through the development of a Risk Event
Table, Risk Control Self Assessment and
Key Risk Indicator used to ascertain the

inherent operational risks

potentials of operational risks and thus
enable preventive actions.

In addition, one of the primary mitigations
of operational risks is the implementation of
insurance coordinated in a comprehensive
manner through maximum insurance policy
coverage towards risk exposure. Insurance
policies covering these assets and Bank’s
financial comprehensively consist of Money
Insurance, Property All Risk, Bankers Blanket
Bonds/Electronic Crime and
Directors & Officers and Electronic Equipment
Insurance.

Computer
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Operational Risk Measurement

Operational Risks Management still uses the basic standardized approach in accordance with Circular
Letter of Bl No. 11/3/DPNP on 27 January 2009. Based on this circular letter, capital cost with
operational risk is 15% of the average gross income over the last three years.

Quantitative disclosure of operational risks in the Bank as an individual party and as a consolidated
entity is presented in the following tables.

8.1.a. Quantitative Exposure of Operational Risks- Bank Stand Alone
(in million rupiah)

31 December 2013 31 December 2012
Gross Gross
No. Approach Methodology T (7 Capital ST Capital
average for Charae average for Charae
the last 3 9 the last 3 9
years) VCETD)
(2) (3) (4) (6) (7)
1 Basic Indicator Approach 10,810,233 1,621,535 20,269,187 9,568,397 1,435,260 17,940,744
Total 10,810,233 1,621,535 20,269,187 9,568,397 1,435,260 17,940,744

8.1.b. Quantitative Exposure of Operational Risks - Consolidated
(in million rupiah)

31 December 2013 31 December 2012
Gross Gross
No. Approach Methodology e Capital ST () Capital
average for Charge average for Charae
the last 3 9 the last 3 9
years) years)
(E) (4) (7)
1 Basic Indicator Approach 15,253,439 2,288,016 28,600,198 13,177,282 1,976,592 24,707,404
Total 15,253,439 2,288,016 28,600,198 13,177,282 1,976,592 24,707,404

Business Continuity Management (BCM)

BCM is an integrated and comprehensive management process (protocol) to ensure the Bank’s
continuity of operations in conducting its business and in serving the customers, as well as to ensure
the Bank’s existence. BCM was created as the Bank’s preventive measures in the events of worst risk
scenario that could affect the Bank’s operational sustainability, and it also provides a framework to
develop resilience and the ability to effectively respond in order to safeguard the stakeholders’ interests,
reputation, brand, and the valuable business activities. This demonstrates Danamon’s robustness and
immune system, which is reflected in its daily work process in response to any threats.
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As an integral part of the Risk Management
framework, daily operations and to maintain the
Bank’s existence and to improve the resilience
of the Bank and its subsidiaries, an effective
implementation of BCM is vital for the Bank in
anticipating all risks that may arise from any
condition of any scenario of events, including
from risks classified as low probability - high
impact (catastrophic event). BCM’s program
and framework is made to be effectively applied
across the Bank to its subsidiaries.

The objectives of the BCM implementation in

Danamon are to:

1. Ensure a timely resumption of process
continuity of all functions/units in the event
of crisis or major disaster;

2. Maintain the key business resources required
to support Bank’s recovery activities;

3. Minimize impact to Bank’s services;

4. Mitigate reputational risk;

5. Promote the public’s and macro financial
system’s confidence towards the Bank;

6. Improve the Bank’s resilience or recovery
capacity, and

7. Safeguard Danamon’s and Subsidiaries’
existence.

PT Bank Danamon Indonesia, Tbk.

Company Profile

Management Discussion & Analysis

The implementation of BCM-related programs
in Danamon involves and is fully supported
by the entire management from its planning,
preparation,
improvement stage. With this solid support,
Danamon has been able to protect and refine
its sustainability in handling all incidents
throughout 2013.

maintenance, supervision, to

BCM in Danamon is managed in reference
to policy and framework adopted from
international standard best practices from
Business United
Kingdom (BCIUK) supported by reputable and
international certified competent professionals

Continuity Institute -

in BCM matter. This has been proven and
internationally acclaimed with Danamon’s
ISO 22301:2012-BCMS
international recognition for an institution
that promotes the principles of continuous
improvement and for the application of

certification, an

Business Continuity Management System
(BCMS), granted on July 2, 2013. With
this achievement,
first company in Indonesia and the first
banking company in Southeast Asia which

Danamon is now the

has successfully implemented and certified
with 1SO 22301:2012-BCMS from the British
Standard Institution (BSI) Group.
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“Certificate 1ISO BCMS Handover from BSI Group to Danamon e

This international SO 22301:2012-BCMS
certification was the first time for Danamon
after going through an audit process by the BSI
Group, one of the leading certification bodies
in the world with operational coverage of 120
countries. The audit mechanism is conducted
with the quality compliance approach required
for the ISO 22301:2012-BCMS, which includes
regulatory compliance, products and services,
management commitment, and other support
functions supporting Danamon’s business
sustainability.

As a medium for learning and experience
sharing on the implementation of BCM in the
industry, Danamon initiated the BCM Forum in
2009, which was later formed into Forum BCM
Indonesia chaired by Danamon. This 2013

Annual Report

marks the 7th BCM Forum with more than 45
institutions (from bank and other industries)
and 75 professional members of BCM. By
requests of members who have gained benefits
from the forum, the event is now held 2 times
a year.

Fraud & QA

Fraud risk affects the Bank’s business and
holds a significant financial impact on the
Bank’s profit. It can also affect the Bank’s
reputation. Effective fraud management is
crucial to mitigate and manage risks arise from
fraud.

To anticipate the possibility of Fraud risks
caused by Bank's internal or external
employees, the Bank has established anti fraud
framework strategy of “Fraud Management
Policy and Framework” which has been
nationally implemented. This framework is in
line with the Bank Indonesia Circular Letter
No. 13/28/DPNP on the Implementation of
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Anti-Fraud Strategy for Commercial Banks and
it also has been reported to Bank Indonesia
every semester. In implementing the policy,
the Bank made efforts to continually increase
the effectiveness of internal control, active
monitoring from the management, development
of anti fraud culture and awareness towards all
levels in the Bank's organization.

The implementation of the Bank’s anti-fraud
strategy in the form of bank fraud control
system is described by 4 (four) pillars of
interrelated fraud control strategies, as follows:
1. Prevention;

2. Detection;

3. Investigation, reporting and sanction, and
4. Monitoring, evaluation and follow-up

Detection

Prevention

Company Profile

Management Discussion & Analysis

The application of the above strategies have
been conducted by the Bank to prevent,
detect and manage fraud risks, including the
improvement of policies related to fraud risks
management such as:
Policy & Framework, policy on sanctions,
policy on internal control and others, the

Fraud Management

development of internal control procedures
in the units in managing fraud risk, anti-fraud
awareness campaign, anti-fraud awareness as
well as training and workshop to develop an
anti-fraud culture to increase competence and
integrity for fraud management unit, conduct
identification & detection strategy of fraud risk,
fraud database development for the benefit of
the Bank and a variety of strategies to prevent
and detect fraud incident within the Bank.

Monitoring,

evaluation,
follow-up

Fraud can impact any part of an institutions, hence we need to remain vigilant

and put greater emphasis over internal control and risk management

PT Bank Danamon Indonesia, Tbk.
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Danamon also emphasizes the importance
of preventative control and early detection
mechanisms over risk exposures through
the empowerment of the Quality Assurance
function. This function is taking bank-wide
coordination roles in the efforts to strengthen
system of internal controls in each line of
businesses and support functions.

Several initiatives that are taken to meet the
objectives are: issuing the National Quality
Assurance Policy, standardization of QA/
Internal Control methodology in reference to
industry common practices (COSO), distribution
on quantitative measurement on bank-wide
control effectiveness, implementation of
Maturity Model Unit QA, and cross-validations
with other control measurement mechanism
such as: Internal Audit & Operational Risk
Management. The other function of Quality
Assurance is also to conduct root cause analysis
and focusing on the necessary improvement
plans.

. LIQUIDITY RISK

Bank is exposed of liquidity risks on various
business aspects. Liquidity risk can arise
from the assets and liabilities owned by the
Bank. Liquidity risk management is one of
the most important activities carried by the
Bank. Liquidity risk is a risk where the Bank is
unable to fund the increase in assets and settle
the liabilities on the maturity date without
experiencing unacceptable losses.

In addition, transaction in off-balance sheet

instruments can also create liquidity risks

for the bank. Therefore, in managing liquidity

risks, Danamon:

1. Considers characteristics and different
sources of liquidity risks.

Annual Report

Risk Management

2. Determine appropriate funding strategies
(including variations of funding sources) to
meet the liquidity needs.

3. Implements cost-effective strategies.

Liquidity risk is the Bank’s main object and
therefore the implementation of Liquidity Risk
Management shall be carried out sustainably.

Liquidity Risk Management Organization

The management of liquidity risk is a top-down
process, which begins with Risk Monitoring
Committee (RMC), Board of Directors through
Assets and Liabilities Committee (ALCO) and
senior management, which actively involved in
the planning, ratifications, review and study of
all existing risks.

In order to evaluate the fulfillment of liquidity,
Assets and Liabilities Committee (“ALCO”) has
vast coverage of authority, which delegated
by the Board of Directors to manage assets
structures and obligations and Bank funding
strategies. ALCO focuses on the liquidity
management for the purposes of:

* To understand better various liquidity risks
and integrate characteristics and risks of
various liquidity sources mainly on stress
conditions

» To develop comprehensive risk approach to
ensure the compliance with the entire risk
appetite.

* To determine relevant funding strategies to
fulfill the need of liquidity (including in such
is a combination of few funding sources).
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» To develop effective contingency plans.

* To increase resilience in a sharp decline of
liquidity risk and demonstrate Bank’s ability
to cope with closure conditions on one or
more financial markets by ensuring that
funding can be raised through variety of
funding sources.

« ALCO as the bank senior management
committee serves as the highest body
assigned to oversee and evaluate the
structure and trends of the balance sheet
in terms of liquidity, interest rate, and
capital management. This includes the
establishment of policies and procedures,
the determination of limit framework, and
evaluation of strategies on balance sheet
with the aim of providing adequate liquidity
and capital for the Bank and diversified
funding structure.

Liquidity Risk Indicator

To study whether a potential liquidity problem
may be growing, the Bank has a various range
of internal indicators and market indicators
which can warn the Bank over the threat of a
liquidity crisis.

Including in the internal indicators are:

1. Impairment of asset quality

2. Excessive concentration on specific assets
and sources of funding

3. The decrease in income and interest rate
margin

PT Bank Danamon Indonesia, Tbk.
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Management Discussion & Analysis

4. The increase in overall funding costs

5. The quick increase of assets through
unstable wholesale funding.

6. The decrease in cash flow position indicated
by the widening of negative position on
maturity disparity especially in the short
term.

Market indicators include:

1. Credit rating downgrade.

2. Ongoing decline of Bank stock prices.

3. Widening spread on senior loans and
subordinated loans of banks.

4. The decrease of credit lines from connected
banks.

extend

5. Unwillingness of partners to

transactions without guarantee or
transactions with a longer period of time.

6. Increasing trend of Bank’s deposit
withdrawal.

7. External financial crisis.

8. Prolonged tight liquidity conditions.

Liquidity Risk Measurement
Some of the examples of liquidity risks
measurement can be explained as follows:

a. Maximum Cumulative Outflow (MCO)
MCO on maturity bucket refers to maximum
net cumulative cash flows that arise from
the on and off balance sheet.
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b. Loan to Deposit Ratio (LDR) & Modified Loan
to Deposit Ratio (MLDR)
Loan to Deposit Ratio is defined as the target
ratio of customer’s total loans to total fund
of the third party (not including interbank
loans). Third party funds include current
accounts, savings and deposit. This ratio is
used by the Bank to monitor dependence on
customers’ savings compared to non-bank
savings.

Modified LDR is defined as the target ratio
of customer’s total loans to total fund of
the third party by including all structural
funding. MLDR reflects the actual liquidity
position of the Bank as it combines all
sources and uses of funds.

c. Large Fund Provider
From the perspective of liquidity risks, it
is very important not to rely on few large
customers to fulfill the Bank’s funding needs.

d. Liquidity Stress Test

Limit framework above manages Bank
liquidity situation based on the normal
condition of business situations however,
it is important to measure the impact and
prepare for the action if there is a possibility
of stress event. For this case, the Bank
distinguishes two stress events: Name
Problem and Systemic Problem.

Annual Report
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Liquidity Risk Monitoring and Mitigation

Bank manages the liquidity risks through
liquidity gap analysis and liquidity ratio.
Liquidity risk is measured and monitored on a
daily basis pursuant to liquidity risk framework.
Methodology ~ of  maximum  cumulative
outflow (MCO) which includes customers’
behavior in various business conditions is a
primary measurement used in liquidity risk
management in tolerance risk, whereas the
target and indicator measurement compliment

the MCO measurement.

Target and indicator consist of ratio and balance
sheet analysis, which provides an overview in
many levels of liquidity profiles. Bank uses a
variety of targets and indicators including LDR,
MLDR, professional funding, and ratio of the
20 largest fund providers to the third party’s
funds. Studies of stress conditions conducted
periodically to ensure the availability of funds
at the time of stress condition occurs.

PT Bank Danamon Indonesia, Tbk.
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9.1.a Disclosure of Maturity Profile for Rupiah - Bank Stand Alone

(in million rupiah)

Balance

=< 1 month

31 December 2013
Maturity

>1to3
months

>3to6
months

>6to 12
months

>12 months

| BALANCE SHEET
A. Assets
1. Cash
2. Placement in Bank Indonesia
3. Placement in other banks
4. Securities
5. Loans
6. Other Receivables
7. Others
Total Assets
B. Liabilities
1. Third Party Fund
. Liabilities to Bank Indonesia
. Liabilities to other banks
. Securities issued
. Borrowings
. Other Liabilities
7. Others
Total Liabilities
Net Assets (Liabilities)

I OFF-BALANCE SHEET
A. Off-Balance Sheet Receivables
1. Commitments
2. Contingencies
Total Off-Balance Sheet Receivables
B. Off-Balance Sheet Liabilities
1. Commitments
2. Contingencies
Total Off-Balance Sheet Liabilities
Net Off-Balance Sheet Receivables (Liabilities)
Net[(IA-I1B)+(IIA-IB)]
Cumulative Differences

o U WN

304
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(€)]

2,704,592
13,893,349
3,022,445
6,947,335
92,231,950
122,472
795,494
119,717,637

86,796,521
2,334,378
528,968
1,160,077
2,294,175
93,114,119
26,603,518

651,168
2,764,076
3,415,244

(3,415,244)
23,188,274
23,188,274

(4)

2,704,592
10,852,735
1,049,912
49,984
11,042,598
65,442
40,378
25,805,641

12,597,904

1,758,693

17,282
30,552
14,404,431
11,401,210

117,290
582,544
699,834
(699,834)
10,701,376
10,701,376

Annual Report 2013

(5)

347,098
141,412
284,906
11,586,649
19,072
12,379,137

7,619,767

16,415

7,636,182
4,742,955

234,947
451,580
686,527
(686,527)
4,056,428
14,757,804

(6)

680,797
158,943
168,712
9,025,530
5,243
10,039,225

7,096,767

108,569
4,872
7,210,208
2,829,017

22,233
728,994
751,227

(751,227)
2,077,790
16,835,594

(7)

2,012,719
248,780
1,182,297
12,683,991

16,127,787

11,738,843

60,701
49,459
11,849,003
4,278,784

139,768
939,323
1,079,091
(1,079,091)
3,199,693
20,035,287

(8)

1,423,398
5,261,436
47,893,182
57,030
730,801
55,365,847

47,743,240
390,000
528,968

1,088,464
2,263,623
52,014,295
3,351,552

136,930
61,635
198,565
(198,565)
3,152,987
23,188,274
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e Human Resources
e |nformation Technology

e Operations

Balance

(9)

2,046,937
12,277,056
2,852,624
5,571,168
82,225,711
1,018,937
1,707,819
107,700,252

79,807,477
193
3,504,927
2,063,132
220,980
1,057,976
2,020,098
88,674,783
19,025,469

564,450
2,351,784
2,916,234

(2,916,234)
16,109,235
16,109,235

Annual Report 2013

< 1 month

(10)

2,046,937
7,759,068
1,207,365
42,246
7,675,973
399,663
39,651
19,170,903

11,393,460

2,652,507

20,851
24,702
14,091,520
5,079,383

53,541
254,000
307,541

(307,541)
4,771,842
4,771,842

31 December 2012
Maturity

>1to3
months

(11)

3,056,134
279,592
130,859

9,207,554
485,435

12,735
13,172,309

6,717,373

95,348

2

4,597
6,817,320
6,354,989

302,223
535,471
837,694
(837,694)
5,517,295
10,289,137

>3to6
months

(12)

1,461,854
97,025
90,371

9,029,372

766
9,189
10,688,577

4,824,031
193
12,368

13,161
1,328
4,851,081
5,837,496

47,532
546,031
593,563

(593,563)
5,243,933
15,533,070

Risk Management

>6to 12
months

(13)

245,173
245,918
13,116,096
1,213

13,608,400

8,747,365

13,992
220,980
41,970
9,024,307
4,584,093

5,484
910,813
916,297

(916,297)
3,667,796
19,200,866

>12 months

(14)

1,023,469
5,061,774
43,196,716
131,860
1,646,244
51,060,063

48,125,248
730,712
2,063,132
981,992
1,989,471
53,890,555
(2,830,492)

155,671
105,468
261,139
(261,139)
(3,091,631)
16,109,235
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9.1.b Disclosure of Maturity Profile for Rupiah - Bank Stand Alone

(in million rupiah)

Balance

=< 1 month

31 December 2013
Maturity

>1to3
months

>3to6
months

>6to 12
months

>12 months

| BALANCE SHEET
A. Assets
1. Cash
2. Placement in Bank Indonesia
3. Placement in other banks
4. Securities
5. Loans
6. Other Receivables
7. Others
Total Assets
B. Liabilities
1. Third Party Fund
. Liabilities to Bank Indonesia
. Liabilities to other banks
. Securities issued
. Borrowings
. Other Liabilities
7. Others
Total Liabilities
Net Assets (Liabilities)

] OFF-BALANCE SHEET
A. Off-Balance Sheet Receivables
1. Commitments
2. Contingencies
Total Off-Balance Sheet Receivables
B. Off-Balance Sheet Liabilities
1. Commitments
2. Contingencies
Total Off-Balance Sheet Liabilities
Net Off-Balance Sheet Receivables (Liabilities)
Net[(IA-1B)+(IIA-IIB)]
Cumulative Differences

o U WN
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(3)

2,823,269
13,893,349
3,258,424
6,911,489
120,323,550
1,639,814
980,276
149,830,171

85,743,826
2,334,378
11,856,524
7,797,780
1,183,207
4,349,424
113,265,139
36,565,032

651,168
2,764,076
3,415,244

(3,415,244)
33,149,788
33,149,788

(4)

2,823,269
10,852,735
1,285,891
49,984
11,110,427
72,159
146,395
26,340,860

11,545,209

1,758,693
2,300,000
35,137
1,231,977
16,871,016
9,469,844

117,290
582,544
699,834
(699,834)
8,770,010
8,770,010
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(5)

347,098
141,412
284,906

11,768,984

1,014
44,384
12,587,798

7,619,767
16,415
504,661
925,000
735
439,728
9,506,306
3,081,492

234,947
451,580
686,527
(686,527)
2,394,965
11,164,975

(6)

680,797
158,943
168,712
9,714,689
4,689
5,742
10,733,572

7,096,767
108,569
766,627

1,889,410

4,932
116,187

9,982,492

751,080

22,233
728,994
751,227

(751,227)
(147)
11,164,828

(7)

2,012,719
248,780
1,182,297
15,447,037
13,228
1,026
18,905,087

11,738,843
60,701
2,055,683
1,025,211
50,051
33,435
14,963,924
3,941,163

139,768
939,323
1,079,091
(1,079,091)
2,862,072
14,026,900

(8)

1,423,398
5,225,590
72,282,413
1,548,724
782,729
81,262,854

47,743,240
390,000
8,529,553
1,658,159
1,092,352
2,528,097
61,941,401
19,321,453

136,930
61,635
198,565
(198,565)
19,122,888
33,149,788



Operational Review

Corporate Governance

Corporate Social Responsibility

Corporate Data

Financial Statements

e Risk Management
e Human Resources
e |nformation Technology

e Operations

Balance

(9)

2,315,389
12,277,057
3,190,884
5,530,793
105,289,639
1,288,807
1,926,088
131,818,657

77,833,458
193
3,504,927
11,824,703
6,438,690
1,112,851
4,183,456
104,898,278
26,920,379

564,450
2,351,784
2,916,234

(2,916,234)
24,004,145
24,004,145
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< 1 month

(10)

2,315,389
7,759,069
1,545,625
42,246
7,702,526
412,194
107,152
19,884,201

9,419,441

2,652,507
1,000,000
58,641
1,367,920
14,498,509
5,385,692

53,540
254,001
307,541

(307,541)
5,078,151
5,078,151

31 December 2012
Maturity

>1to3
months

(11)

3,056,134
279,592
130,859

9,313,814
487,901

23,269
13,291,569

6,717,373

95,348
1,749,776
14,140
440,131
9,016,768
4,274,801

302,223
535,471
837,694
(837,694)
3,437,107
8,515,258

>3to6
months

(12)

1,461,854
97,025
90,371

9,546,931
14,727

9,542
11,220,450

4,824,031
193
12,368
1,721,684
1,125,000
15,484
142,427
7,841,187
3,379,263

47,532
546,031
593,563

(593,563)
2,785,700
11,300,958

Risk Management

>6to 12
months

(13)

245,173
205,543
15,041,277
13,663

317
15,505,973

8,747,365
13,992
1,143,079
220,980
42,396
34,860
10,202,672
5,303,301

5,484
910,813
916,297

(916,297)
4,387,004
15,687,962

>12 months

)

1,023,469
5,061,774
63,685,091
360,322
1,785,808
71,916,464

48,125,248
730,712
8,959,940
2,342,934
982,190
2,198,118
63,339,142
8,577,322

155,671
105,468
261,139
(261,139)
8,316,183
24,004,145
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9.2.a Disclosure of Maturity Profile for Foreign Currency- Bank Stand Alone
(in million rupiah)

31 December 2013
Maturity

Balance
<1 month >1to3 >3to6 >6to 12 >12 months
months months months

(3) (4) O] (6) (7) (8)

| BALANCE SHEET

A. Assets
1. Cash 120,490 120,490 - - - -
2. Placement in Bank Indonesia 2,518,339 2,518,339 - - - -
3. Placement in other banks 6,618,857 6,203,728 269,913 39,152 48,456 57,608
4. Securities 636,502 88,389 37,882 133,534 - 376,697
5. Loans 12,625,701 1,644,049 5,120,953 916,638 1,079,828 3,864,233
6. Other Receivables 4,080,231 330 4,040,656 59 - 39,186
7. Others 51,404 842 781 4,532 - 45,249
Total Assets 26,651,524 10,576,167 9,470,185 1,093,915 1,128,284 4,382,973
B. Liabilities
1. Third Party Fund 23,500,503 4,592,110 3,322,432 3,539,036 5,500,536 6,546,389
2. Liabilities to Bank Indonesia - - - - - -
3. Liabilities to other banks 8,031,594 1,088 7,054,320 51,028 316,575 608,583
4. Securities issued 5 5 - - - -
5. Borrowings 899,713 - - - - 899,713
6. Other Liabilities 21,024 5,070 4,277 48 1,104 10,525
7. Others 152,096 762 13,249 2,464 996 134,625
Total Liabilities 32,604,935 4,599,035 10,394,278 3,592,576 5,819,211 8,199,835
Net Assets (Liabilities) (5,953,411) 5,977,132 (924,093) (2,498,661) (4,690,927) (3,816,862)

] OFF-BALANCE SHEET
A. Off-Balance Sheet Receivables

1. Commitments 8,927,052 2,050,331 3,107,220 1,139,389 1,718,173 911,939

2. Contingencies 85,908 - - - 85,908 -
Total Off-Balance Sheet Receivables 9,012,960 2,050,331 3,107,220 1,139,389 1,804,081 911,939
B. Off-Balance Sheet Liabilities

1. Commitments 5,362,510 1,246,245 1,107,892 1,013,556 1,199,877 794,940

2. Contingencies 588,718 27,058 97,044 209,125 238,042 17,449
Total Off-Balance Sheet Liabilities 5,951,228 1,273,303 1,204,936 1,222,681 1,437,919 812,389
Net Off-Balance Sheet Receivables (Liabilities) 3,061,732 777,028 1,902,284 (83,292) 366,162 99,550
Net[(IA-IB)+(IIA-IB)] (2,891,679) 6,754,160 978,191 (2,581,953) (4,324,765) (3,717,312)
Cumulative Differences (2,891,679) 6,754,160 7,732,351 5,150,398 825,633  (2,891,679)
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31 December 2012
Maturity

Balance >1to3 >3to6 >6to 12
< 1 month >12 months
months months months

(9) (10) (11) (12) (13) (14)

141,031 141,031 - - - -
1,277,382 1,277,382 - - - -
4,638,229 4,621,005 17,224 - - -

83,872 40,113 - - - 43,759
10,217,818 2,722,851 1,438,094 1,290,590 897,690 3,868,593
1,772,406 434,399 856,090 324,363 22,149 135,405
55,722 7,366 273 381 - 47,702

18,186,460 9,244,147 2,311,681 1,615,334 919,839 4,095,459

12,110,099 2,039,722 1,347,962 1,273,987 2,478,771 4,969,657

4,335,462 2,864,957 352,841 560,927 2,053 554,684
104 104 - - - -
57,825 50,000 - - 7,825 -
313,019 7,163 291,246 3 - 14,607
123,217 7,212 5,334 - 51 110,620

16,939,726 4,969,158 1,997,383 1,834,917 2,488,700 5,649,568
1,246,734 4,274,989 314,298 (219,583) (1,568,861) (1,554,109)

2,747,361 678,602 456,577 200,310 859,986 551,886
82,401 24,094 - - - 58,307
2,829,762 702,696 456,577 200,310 859,986 610,193

4,372,561 999,011 1,567,059 307,865 410,536 1,088,090
353,055 40,665 90,309 107,040 108,500 6,541
4,725,616 1,039,676 1,657,368 414,905 519,036 1,094,631
(1,895,854) (336,980) (1,200,791) (214,595) 340,950 (484,438)
(649,120) 3,938,009 (886,493) (434,178)  (1,227,911)  (2,038,547)
(649,120) 3,938,009 3,051,516 2,617,338 1,389,427 (649,120)
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9.2.b Disclosure of Maturity Profile for Foreign Currency- Consolidated
(in million rupiah)

31 December 2013
Maturity

Balance
<1 month >1to3 >3to6 >6to 12 >12 months
months months months

(3) (4) (O] (6) (7) (8)

| BALANCE SHEET

A. Assets
1. Cash 120,490 120,490 - - - -
2. Placement in Bank Indonesia 2,518,339 2,518,339 - - - -
3. Placement in other banks 6,622,449 6,207,320 269,913 39,152 48,456 57,608
4. Securities 636,502 88,389 37,882 133,534 - 376,697
5. Loans 12,625,701 1,644,049 5,120,953 916,638 1,079,828 3,864,233
6. Other Receivables 4,514,748 64,272 4,072,740 240,874 85,584 51,278
7. Others 51,404 842 781 4,532 - 45,249
Total Assets 27,089,633 10,643,701 9,502,269 1,334,730 1,213,868 4,395,065
B. Liabilities
1. Third Party Fund 23,500,391 4,591,998 3,322,432 3,539,036 5,500,536 6,546,389
2. Liabilities to Bank Indonesia - - - - - -
3. Liabilities to other banks 8,031,594 1,088 7,054,320 51,028 316,575 608,583
4. Securities issued 5 5 - - - -
5. Borrowings 4,353,844 486,792 243,395 1,216,947 562,777 1,843,933
6. Other Liabilities 21,024 5,070 4,277 48 1,104 10,525
7. Others 208,046 16,346 47,438 8,641 996 134,625
Total Liabilities 36,114,904 5,101,299 10,671,862 4,815,700 6,381,988 9,144,055
Net Assets (Liabilities) (9,025,271) 5,542,402 (1,169,593) (3,480,970) (5,168,120) (4,748,990)
Il OFF-BALANCE SHEET
A. Off-Balance Sheet Receivables
1. Commitments 8,927,052 2,050,331 3,107,220 1,139,389 1,718,173 911,939
2. Contingencies 85,908 - - - 85,908 -
Total Off-Balance Sheet Receivables 9,012,960 2,050,331 3,107,220 1,139,389 1,804,081 911,939
B. Off-Balance Sheet Liabilities
1. Commitments 5,362,510 1,246,245 1,107,892 1,013,556 1,199,877 794,940
2. Contingencies 588,718 27,058 97,044 209,125 238,042 17,449
Total Off-Balance Sheet Liabilities 5,951,228 1,273,303 1,204,936 1,222,681 1,437,919 812,389
Net Off-Balance Sheet Receivables (Liabilities) 3,061,732 777,028 1,902,284 (83,292) 366,162 99,550
Net[(IA-IB)+(IIA-11B)] (5,963,539) 6,319,430 732,691 (3,564,262) (4,801,958) (4,649,440)
Cumulative Differences (5,963,539) 6,319,430 7,052,121 3,487,859 (1,314,099) (5,963,539)
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31 December 2012
Maturity

Balance 1 month >1to3 >3to6 >6to 12
- months months months

(9) (10) (11) (12) (13) (14)

>12 months

141,031 141,031 - - - -
1,286,531 1,286,531 - - - -
4,638,229 4,621,005 17,224 - - -

83,872 40,113 - - - 43,759
10,217,818 2,722,851 1,438,094 1,290,590 897,690 3,868,593
1,772,406 434,399 856,090 324,363 22,149 135,405
55,722 7,366 273 381 - 47,702

18,195,609 9,253,296 2,311,681 1,615,334 919,839 4,095,459

12,110,100 2,039,723 1,347,962 1,273,987 2,478,771 4,969,657

4,335,461 2,864,956 352,841 560,927 2,053 554,684
104 104 - . . i
2,125,872 50,000 963,750 963,750 7,825 140,547
313,019 7,163 291,246 3 - 14,607
152,369 7,212 30,971 3,515 51 110,620

19,036,925 4,969,158 2,986,770 2,802,182 2,488,700 5,790,115
(841,316) 4,284,138 (675,089) (1,186,848) (1,568,861) (1,694,656)

2,747,361 678,602 456,577 200,310 859,986 551,886
82,401 24,094 - - - 58,307
2,829,762 702,696 456,577 200,310 859,986 610,193

4,372,561 999,011 1,567,059 307,865 410,536 1,088,090
353,055 40,665 90,309 107,040 108,500 6,541
4,725,616 1,039,676 1,657,368 414,905 519,036 1,094,631

(1,895,854) (336,980) (1,200,791) (214,595) 340,950 (484,438)
(2,737,170) 3,947,158 (1,875,830) (1,401,443) (1,227,911) (2,179,094)
(2,737,170) 3,947,158 2,071,278 669,835 (558,076) (2,737,170)
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Legal risk is a risk arising from lawsuit (taken
either by the internal or external party) and/or
the weakness of juridical aspect (the absence of
legal documents and regulations or weaknesses
in the legal binding documents). In the risk
management framework and in accordance
with the prevailing regulations, legal risk is one
of important legal aspects that essentially aim
to anticipate risks that will occur in the future.

Along with the increasing scope of Danamon’s
business and dynamic product development
influenced by many factors, the level of legal
risk needs to be properly managed.

In principle, the main purpose of the application
of legal risk management is to ensure that
the risk management process can minimize
the possibility of negative impact of juridical
weakness, the absence and/or amendments of
legislations and litigation processes over the
activities of Danamon and its Subsidiaries.

Danamon’s Legal Risk Management
Organization

Legal risk in Danamon is managed by a team
coordinated by the Legal Division and chaired by
General Legal Counsel. In the implementation
of such legal risk, Legal Risk Management
Team in Legal Division cooperates with relevant
working unit namely: Litigation Unit and
Danamon Access Center.

PT Bank Danamon Indonesia, Tbk.

Company Profile

Management Discussion & Analysis

Meanwhile, related to consolidated Danamon
Legal Risk management, legal risk management
team cooperates with legal risk management
team in PT Adira Dinamika Multi Finance Tbk
and PT Adira Quantum Multifinance.

Legal Risk Management Policy and
Procedure

The Bank has Legal Handbook/Legal Manual
and Standard Operating Procedures (SOP) of
Legal Assistance which is evaluated regularly
according to the development of Danamon’s
external/internal and the amendment of
prevailing laws and regulations and has been
adapted to the regulations of Bank Indonesia
in line with the risk management.

Legal Handbook/Legal Manual and SOP of
Legal Assistance can be accessed through
the portal and used by all working units of
Danamon.

Legal Risk Management and Control
Mechanism

Legal Risk Management is done through
a process of identification, measurement,
monitoring, and risk control as well as
information management system. In the
process, all
support functions, as well as the Bank’s

subsidiaries need to identify and analyze the

identification business lines,

factors that can lead to the occurrence of legal
risk in business lines, products, processes
and information technology which has impact
on Bank’'s financial position reputation.
Identification of risk also includes legal risk
assessment arising from operating activities/

products/agreements and inherent risks.

Annual Report



Corporate Governance

Risk Management
Human Resources
Information Technology

Operations

In assessing inherent risk over legal risk, the

parameters/indicators used are:

1. Litigation factor

2. Weaknesses of Binding Commitment

3. Weaknesses of Legal Undertaking

In relation to implementation of legal risk

management, Danamon has implemented several

things namely:

* Implementation of legal
Senior Management (especially legal cases);

» Realization of “Legal Policy & Documentation”
and SOP of
mentioned above, which among others regulate

legal

risks including the mitigations, and matrix

risk by Danamon

legal risk management, as

the identification and mapping of
parameters, for the inherent risk and quality of
legal risk management implementation;

* The establishment of working unit designated
by the management to monitor and manage the
inherent legal risk in a product and Danamon’s
activity and its subsidiary so that the possibility
of existing legal risk does widely impact and
become a trigger of other risk.

The implementation of legal risk management
process that is comprehensive with the presence
of monitoring over the legal risk is targeted to
be consistently running with active participation
concerned parties. Through the joint
endeavors, with Legal and Litigation Division as

of all

the division in charge, the existing risk is expected
not to exceed the risk appetite pre-determined
by Danamon management, and the existing legal
cases decreases.
To assure the improvement of legal risk
management quality, Danamon has regularly given

legal training/socialization to the employees.
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F. STRATEGIC RISK
The management of strategic risk is intended
to address a variety of risks caused by
the establishment and implementation of

inadequate strategies.

Strategic risk can originate from among
others weakness or inaccuracy of strategic
formulations, or failure to anticipate the

changes of business environment.

Strategic Risk Management Organization
Strategic risk working unit plays a role in
managing strategic risk and is under the active
supervision of Board of Commissioners and
Board of Directors of the Bank. The Bank’s
strategic risk working unit covers the entire
Business Lines and Support Functions that
work closely with financial working unit in
analyzing and monitoring the strategic risk.

Strategic Risk Management
The implementation of strategic risk

management is made through active
supervision of Board of Commissioners and
Board of Directors. In terms of strategic risk
management, the Board of Commissioners
is responsible to direct and approve business
plans, including the Bank’s strategic plan.
Meanwhile, the Board of Directors is responsible
to:
» Formulate the Bank’s strategic business and
strategic plans.
» Ensure that the strategic objectives set in line
with the mission, vision, culture, business

direction and risk tolerance of the Bank.

PT Bank Danamon Indonesia, Tbk.
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* Approve changes of strategic plans and
periodically review the alignment of strategic
plans.

» Ensure the managerial competence and
system and control in the Bank are adequate
to support the established strategic
implementation.

* Monitor the development of internal and
external conditions that affect the Bank’s
predetermined business strategy.

» Establish working unit/function that is
responsible and authorized to formulate and
oversee strategy implementation including
business and strategic plans.

* Ensure that risk management for strategic
risks has been implemented effectively and
consistently.

Danamon manages strategic risk by monitoring

inherent strategic risk and the quality of

strategic risk management implementation.

In assessing inherent strategic risk, the

parameters are:

* The influence of external risk factors,
including condition,
regulation, technology, target customers,

macroeconomic

competition as well as Bank’s position in the
banking/finance industry.
* The influence of internal risk factors,
including alignment of business strategy,
business model and strategy focus, effective
organizational structure, adequacy and
human resources quality, technology, and
operational efficiency.
* Monitoring the strategy implementation,
including  the  results  of strategy
implementation, successful implementation
of strategic projects, and influence of

strategic decisions.
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Furthermore, in assessing the quality of
strategic risk management, the following
factors are to be considered:

» Risk Governance, including risk preference,
risk tolerance, and active supervision by
Board of Commissioners and Board of
Directors.

* Risk management framework, including the
adequacy of organizational structure and
organizational policy and procedure.

» The process of risk managements, human
resources and management information
systems, including the process of
identification, measurement, management
information systems and risk management,
as well as the quantity and quality of human
resources to support risk management.

+ Risk control system, including the adequacy
of internal control

adequacy of the review by an independent

party in the Bank.

systems, and the

Inherent Strategic Risk
Danamon  has inherent
strategic risk well. In essence, the Bank has

a clear and well defined vision as well as

managed  the

good organizational culture that is in line with
business structure and process. The Bank also
has a clear, aligned, and measurable business
strategy. This supports the Bank to keep in line
with the strong and stable economic growth
amid global economic uncertainty and a higher
level of business competition.

Danamon anticipates the intense business
competition by creating better service to
attract new customers and maintain existing
customers.
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Danamon also understands that the
macroeconomic condition can lead to strategic
risk. Therefore, the Bank continues to monitor
some indicators such as inflation rate, BI
interest rate, and the changes in exchange rate
of Rupiah. The Bank actively adapts some of
its activities, such as lending, by anticipating
the movement of macroeconomic movement.
Danamon also seeks to improve operational
cost efficiency.

Competition in customer service directly
affects the competition between companies in
acquiring qualified human resources. The high
turnover of employees and the occurrence of
vacant positions in divisions and subsidiaries,
as well as an amount of employee performance
management has become an important
concern of the management. To that end,
Danamon optimizes a recruitment system to
support business requirements and to conduct
analyses/employee evaluation to confirm the
competence of human resources capability
with business needs. Danamon also conducted
a survey of employees to discover how to
improve employee satisfaction and to prepare
HR support (bench strength) for important
positions.

Strategic  Application of  Quality Risk
Management

Application of risk management has been
implemented quite satisfactorily. However,
the Bank continues to fine-tune the process.
Formulation of an acceptable level of risk (risk
appetite) is quite adequate in terms of limits,
policy and procedure of processes with risks.
Risk managers in their respective divisions
and subsidiaries have also been positioned
to support the implementation of a business
strategy determined by senior management.
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Danamon also continues to monitor various
elements of relevant strategic risk and
continually updates its mitigation action plan
in response to changes in the Bank’s risk
situation.

. COMPLIANCE RISK

Compliance risk may arise from bank’s
activities which do not meet the requirements
or regulations or generally prevailing laws
and regulations. Effective management of
Compliance Risk is very essential to minimize
the impact of the risk as quickly as possible. To
that end, a comprehensive study was conducted
on applied aspects of adherence to policies/
products/systems at the Bank. Compliance
Risk Management is also conducted in the
Bank’s compliance risk on an individual
basis, and compliance risk of the Bank on a
consolidated basis with its Subsidiaries.

Compliance Risk Management Organization
The management of compliance risk s
supported by anadequate governance structure,
including the Board of Commissioners, a Risk
Monitoring Committee, the Board of Directors,
a Compliance Committee and Compliance
Working Unit, Senior Management, Business
Units and other supporting units.

The implementation of compliance risk is
managed by Danamon’s compliance function
as one of the components in Integrated Risk
Management Bank and Control Framework.
To ensure effectiveness of compliance risk
managementinall Bank’s activities, compliance
risk management becomes a responsibility
shared across Bank’s organizational lines.

The Board of Commissioners, through the
Risk Monitoring Committee, is responsible for
overseeing the function of Bank Compliance,
including assurance that risks have been
monitored and managed properly.
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The Board of Directors plays an instrumental
role in growing and realizing the Compliance
Culture at all levels of the organization and
making it a core aspect of Danamon business
activity. To support the execution of its duties
and responsibilities, the Board of Directors,
supported by the Compliance Committee,
evaluates and reviews the execution of Bank
Compliance matters or activities, which has the
potential in compliance risk. The Compliance
Committee is chaired by the Director of
Compliance.

The Compliance Director exercises duties and
responsibilities in formulating strategies to
encourage a culture of compliance, establish
policy, systems, and procedures of compliance,
ensuring the compliance fits the Bank’s activity,
minimizes compliance risk and prevents any
decisions of management that might run
the risk of non-compliance. The Director of
Compliance thus plays an important role in the
management of compliance risk.

The Compliance Working Unit is a working
unit formed to support the implementation
of the Compliance Director's duties and
responsibilities. Compliance Working Unit is
independent and free from any influence of any
other working units. Compliance Working Unit
is supported by experienced resources and has
professional compliance competence covering
all Danamon business activities, including
Syariah business unit and its Subsidiaries.
Compliance Working Unit has clear duties and
responsibilities as it is regulated in Bank’s
Compliance Policy.

To support the Compliance Function, the
Bank appoints a Business Unit Compliance
(BUCO)

Coordinator and Business Unit
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Compliance Officer (BUFO) officials at
business/branch working units, as officials
in charge of planning, implementation and
compliance monitoring with prevailing laws
and regulations governing its working units.
In a compliance risk management framework,
the business/branch working unit is in the
vanguard, which plays an important role in the

management of the Bank’s compliance risk.

Strategy & Effectiveness of Compliance Risk
Management

Implementation of compliance risk is achieved
through the process of identifying and
measuring, monitoring and controlling of risk
and a management information system. The
process of risk identification and measurement
of compliance is achieved through a review of
the policy, provision of funds and collection of
funds, as well as other Danamon activities, to
detect any potential non-compliance with Bank
Indonesia provisions, laws and regulations in
force, prudential principles and standardized

sound business ethics.

Compliance risk management is also carried
out on matters that can increase the risk
exposure of potential to either penalties or
reputations. A business/branch working unit
continuously manages compliance risk and
participates in performing identification,
control and mitigation of compliance risk in its

activities.

The followings are among the efforts performed

by the Compliance Unit to support the process

of compliance risk management, among

others:

+ Use of a reminder system to ensure that
commitment and reporting are implemented
in accordance with deadlines.
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+ Use of results of Compliance Regulatory
Self Assessment (CRSA) done periodically as
a basis to measure the level of compliance
risk.

« Socialize regulations and provide regulation
consultation to ensure that the Bank’s
activities are in line with prevailing laws and
regulations.

« Develop e-learning programs containing
modules of Bank Indonesia regulations.

* Provide a regulation database through the
Bank’s intranet system, updated regularly
and accessible for all employees.

Commitment of all components to support
the realization of compliance in Bank’s
organization that is consistent with the
management of reliable compliance risks
is expected to improve the effectiveness of
compliance risk management and effect robust
control of compliance risk.

Monitoring and Control Mechanism of
Compliance Risk

Danamon conducts monitoring and control
of compliance risk through compliance risk
results, assessment results, compliance results
of self assessment and commitment to Bank
Indonesia, including the fulfillment of primary
regulations of the Bank and its subsidiaries.

In compliance risk management, Integrated
Risk Management coordinates periodically
with the Internal Audit Unit. Integrated risk
management and Internal Audit Unit ensure the
adequacy of Bank’s policy, and that procedure
is in line with the provisions of Bank Indonesia
and relevant external provisions, as well as
their on-going implementation in the Bank.
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Implementation of Regulatory Provisions
Danamon always strives to comply with
provisions set by the Regulators; regulations
issued during the year 2013 have been
implemented, include those relating to Good
Corporate Governance Implementation for
Commercial Banks, Application of a Risk
Management to Bank with Lending or Property
Ownership  Financing, Credit or Vehicle
Financing, Calculation of Secondary Statutory
Reserves and Statutory Reserves based on
Loan to Deposit Ratio in Rupiah.

. REPUTATION RISK

Reputation risk is defined as the risk associated
with adverse negative perception toward which
can be triggered from a variety of undesirable
events; such as negative publicity, a violation
of business ethics, customer complaints,
governance weakness, and other events that
may impaired the Bank’s reputation.

Reputation Risk Management Organization

Danamon’s reputation risk is managed by
Corporate Secretary Unit coordinates with Risk
Management Unit and cooperates with Public
Affairs Unit, Customer Complaints Handling
Unit, Compliance Unit, Financial Unit and other
relevant units. Given its importance, reputation
risk management through implemented in an
integrated approach with full support from
relevant working units that handle customer
complaints, perform public relations functions,
respond to negative publicity, and communicate
necessary information to stakeholders.
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Meanwhile, at the consolidated level, the
reputation risk management team at Danamon
PT Adira Dinamika Multi Finance, Tbk. and
PT Adira Quantum Multi Finance, Tbk. work
closely together to ensure proper and prudent
excecution.

Policy and Mechanism of Reputation Risk

Management

The policy and mechanism of reputation risk

management are aligned with regulations

and focusing on inherent reputation risk
management, such as:

1. Negative news related to the owner of
Danamon and/or companies related to
Danamon.

2. Violation of common practices of business
ethics/norms.

3. The
customer’s usage of Danamon’s complex
products and the amount and materiality

amount and significant level of

of Danamon’s cooperation with its business
partners.

4. Frequency and materiality of
publicity towards Danamon, including its
officials.

negative

5. Frequency and materiality of customer
complaints.
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Danamon strives to implement high standard

of reputation risk management through

continous  improvement of  governance,
policies and procedures utilization of better
information systems and quality enhancement

of resources.

Risk Management During Crisis Situation
Danamon has a separate policy and procedure
that governs the handling of activities during
crashes, and the management of reputation
risk, during crisis follows the policy and
procedure accordingly.

I. INVESTMENT RISK

Investment Risk (Equity Investment Risk)
arises because the Bank also bears the loss of
business of its financing customers, under a
profit-loss sharing basis agreement. This risk
arises from Bank’s financing activities, using
mudharabah and musyarakah contracts.

Financing based on a mudharabah contract
takes the form of business cooperation between
the Bank, which provides all the capital, and
the customers, who act as fund managers, by
sharing the profit of the business, based on
the agreement realized in a contract, while
the loss will be fully borne by the Bank unless
the customers are proven to have committed
willful misconduct, are negligent or violates the
agreement.
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Financing based on musyarakah contract takes
the form of cooperation between the Bank and
its customers for a certain business, in which
each party invests certain portion of funds,
under the provision that the profit will be
shared based on an agreement while any loss
will be borne by all parties, according to the
respective fund portion.

Equity Investment Risk Organization and
Policy

Equity investment risk organization and policy
is the same as Credit Risk Organization, given
both of the risks arise from financing activities.

UUS Danamon has a separate working unit that
manages the process of financing, including
setting criteria for customer acceptance,
financing approvals, monitoring, management
of non-performing financing and portfolio
management. Financing in this context also
includes financing under a profit-and-loss
sharing basis. The independent risk control
is the responsibility of the working unit of
Integrated Risk.

UUS Danamon has a working unit assigned with
duties and responsibilities to analyze actual
reports compared against a business plan
target. The Bank has adequate infrastructure
to monitor performance and operation of a
business financed by the Bank, as a partner.
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Investment Mitigation Risk

To prevent any breach on the part of customers
and as collateral for the Bank if customers
should make an intentional/willful mistake,
be negligent or violate an agreement, the
Bank requests collateral from customers who
are financing. Collateral type and collateral
assessment follow prevailing collateral policy,
applied in financing business in general.

J. RATE OF RETURN RISK

Rate of Return Risk is risk arising from changes
of level of return rate paid by the Bank to a
customer, as a result of changes in returns
received by the Bank from the disbursements
of funds, which can affect the behavior of
funding a third-party customer of the Bank.
Rate of Risk Management applies also to
Syariah Business Unit (UUS) business. Process
of Return of Risk Management refers to the
provision established by Bank Indonesia.

Rate of Return Risk Organization

The Syariah Director, working through the
Syariah Asset and Liabilities Committee (ALCO),
is actively involved in funding planning and
strategy. The establishment of a rate of return
is reviewed periodically each month, in ALCO
Syariah meetings, by considering comparative
data in the Syariah Banking market.
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RISK MANAGEMENT EFFECTIVENESS
EVALUATION

In order to carry out a proper evaluation of the
effectiveness of risk management, the Board
of Commissioners and the Board of Directors
actively supervise the implementation of risk
management through committees related to risk
management. To support the implementation
of Syariah Board duties, the Risk Monitoring
Committee monitors the implementation of
strategies and risk management policies, risk
exposures to be used as a basis for evaluating the
accountability of the Board of Directors.

In order to obtain sufficient data and maintain
an overview of the steps that have been taken
in the management or risk, the Risk Monitoring
Committee conducts a monthly meeting to
discuss risk-related problems.

As a follow-up of Risk Monitoring Committee
recommendations, the Risk Management
Committee supervises the development of a risk
strategy and policy, and evaluates significant risk
issues. Based on the report of the Bank’s risk
profile, submitted quarterly, the Bank concludes
that the effectiveness of risk management of the
Bank and its subsidiaries should be rated at 2

(Low to Moderate).

In addition to evaluation of risk management
and profiles, periodic evaluation/reviews are
also conducted over the methodology of risk
appraisal, adequacy of system implementation,
management information system, and accuracy
of policies, procedures, and limits. Based on
the results of the review process, Danamon will
conduct a periodic Meeting Portfolio to evaluate
the condition of its risk portfolio against the Bank
and Its subsidiaries.

320 PT Bank Danamon Indonesia, Thk.

Company Profile

Management Discussion & Analysis

RISK MANAGEMENT ACTIVITIES PLAN IN

2014

As described in the “2014 Economy Outlook”

section, Indonesia’s economy in the year 2014 is

predicted to still be in recovery. The following are

some of the challenges projected for 2014:

* Rupiah Exchange Rate against USD remains
weak, threatening risk towards USD-
denominated credit portfolios.

* Inflation remains high, and therefore the
benchmark interest rate (Bl rate) will also
remain high and will result in a steep interest
rate for customers.

* |t is possible that new, more stringent policies
will be issued in response to the unfavorable
economy.

» Risk of increasing operating costs.

« The commencement of Basel Il provisions,
which will gradually have an impact on the

increase of capital.

To anticipate these external conditions in 2014,
Danamon has prepared various initiatives in
relation to their risk management, consisting of:

1. Credit Risk Management
* Issue internal negative list, applying to all
business units
« Continue automation process, among others
the implementation of a credit origination
system for SME and Commercial segments.
» Upgrade CSL and EEC system to improve
exposure monitoring capacity and alignment
with regulations.
diagnostics  project on a
data warehouse as the initial step of

* Execute

implementation of enterprise data center &
use SAS EG - Server Version in Integrated
Risk unit.
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Implementation of scoring system for
application and behavior in processing
Credit Cards, which will be replicated in
other retail/mass market segments.
Development and validation of rating
models in corporate segment, rating model
validation in Commercial segment and
feasibility study to develop a rating model
for SME segment.

Develop rule-based engine system, which
will eventually be used by all Line of
Business.

2. Operational Risk and Fraud Management

Implement ORM transformation across all
Bank Units and their subsidiaries.

Develop application system to monitor
Fraud (Instinct) across all Line of Business
and their subsidiaries.

Improve early detection strategy for Fraud
incidence, through the setting of special
triggers to detect abnormal behavior, based
on the uniqueness of each Line of Business.

Annual Report

Risk Management

* Initiate a QA change process as a step in
perfecting ORM transformation.

e Launch Fraud Awareness video at the
beginning of the year, a video socialization
process to all levels of the Bank and
Subsidiaries.

* Apply 1S022301:2012-BCMS as an
accredited standard in subsidiaries.

* Target 509% of Danamon’s existing
employees to obtain ORM certification
through e-learning, in addition to new
employees who become certified through
the implementation of induction programs.

. Market Risk Management

+ Obtain new ALM system to improve the
quality of monitoring, process of analysis
and management of risk market and
liquidity.

* Build study and development program for
all Market Risk team members, such as a
FRM preparation program in mid-2014.

PT Bank Danamon Indonesia, Tbk.
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In managing human resources, employees are considered as Danamon’s strategic partner. As
the Bank’s valuable asset, employees are always empowered and encouraged to continously
develop themselves.
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Human Resources

Danamon believes that its human resources are an asset that must be constantly
retained, empowered and developed. The immensity of Danamon’s business
scale and dynamics is clearly revealed by its roster of 67,000 employees,

working at locations throughout Indonesia.

Danamon aspires to become an Employer of Choice, and with this in mind,

various initiatives are implemented within the ‘Four Pillars’ framework, which

serves as a foundation to attain such an aspiration, namely:

Employer of Choice
A respectable company with great working

environment where individuals can grow to their

Company Image

We are a leading financial
institution in Indonesia
managed by professional
leaders with international
standard of practices.

maximum potentials

:

Leadership

Our leaders are well
respected, competent,
and committed to their

professions and to the well

being of the employees.

l

Working
Environment

We provide a dynamic
challenging and fun

environment where people

care for each other.

Annual Report 2013
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Opportunity
to Grow

We provide employees with

far opportunities to grow and
to contribute based on their

strengths and potentials in
line with company needs.

PT Bank Danamon Indonesia, Tbk.
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Human Resources

1. Leadership

Adequate and qualified leaders will inspire
employees to perform optimally: this serves
as one of the factors that attract prospective
employees to join and work with Danamon.

. Working Environment

Maintaining a dynamic working environment for
employees is instrumental in driving them to
grow, develop and aim for bigger goals in their
careers with Danamon.

2. Company Image Being customer-oriented, the Bank gears its

Danamon’s performance and its contribution to human resource management toward supporting
both the banking industry and society at large the development of Danamon products and
To achieve that goal, the strategic

initiatives taken include:

sustain the organization’s image in the eyes of services.

employees and prospective employees. Thus,

the steps Danamon takes to build a positive 1. Creating integrated human resource

image will significantly impact its ability to
fulfill this mission.

. Opportunity to Grow

As a universal bank that offers services to multi-
segment markets, Danamon has various units
that support its overall service process. This
commitment has transformed Danamon into
a dynamic organization while simultaneously
generating a range of career development
opportunities across its business units and
throughout various roles and positions.

arié DA ﬁ'LeaLership Academy Leaders Forum

management, covering:

» Synergizing of functions and employees
through a review of the organization,
business processes and work accountability.

e Improving the quality of the Bank’s
performance management system by
aligning corporate strategy, employees and
performance.

« Establishing effective competency and
capability development programs to support

business growth and development.
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* Implementing a sustainable leadership and
talent management program to create future
leaders.

2. Maintaining competitive compensation levels
relative to the market, while taking into account
employee needs and the Bank’s financial ability.

3. Implementing and disseminating our Corporate
Culture and employee engagement programs,
across all levels and locations.

IMPLEMENTATION OF EQUALITY
PRINCIPLE

As an established financial institution that
operates throughout Indonesia, Danamon is
supported by human resources that come
from diverse ethnic cultures and environments.
Therefore, Danamon upholds the principle of
equality in treating employees equally, regardless
of their age, gender, ethnicity, religion, education,
physical condition or political affiliation.

Equal treatment is also exercised by Danamon in
respect to new recruitment. The decision to grant
employment is made on the basis of the adjudged
abilities of a prospective employee, in accordance
with the Bank’s criteria. Likewise, the initial
remuneration scheme is also set in accordance
with Danamon standards.
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Implementation of Equality Principle

Furthermore, the performance appraisal of

every employee is solely determined on the
basis of the employee’s abilities, comprising
technical, operational, managerial and leadership
capabilities performed.

Equal treatment is stipulated within the Collective
Labor Agreement (CLA) concluded between PT
Danamon Indonesia, Tbk. and the Danamon
Labor Union. This codicil has been disseminated
to all employees of the Bank. Employees can also
access this CLA document through the Bank’s
Portal.

CORPORATE CULTURE INTERNALIZATION

Corporate culture internalization activities are
carried out from the time the employee is hired
in the Bank, through an employee orientation
program, in accordance with the mandate
stipulated within the Collective Labor Agreement.
Furthermore, corporate culture communication
has always been an integral part of the various
training classes, meetings and workshops as well
as various other forums conducted by the Bank.

PT Bank Danamon Indonesia, Tbk.
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Implementation of Human Resource Competency Development and Training

One aspect of the Bank’s corporate culture internalization initiatives is the
Bisa! (“Can Do!”) Award program, extending recognition to employees who
have demonstrated a “Can Do” Spirit — producing concrete results that benefit
the community, exceeds assigned day-to-day role and work, and represents
Danamon’s core values.

IMPLEMENTATION OF HUMAN RESOURCE COMPETENCY
DEVELOPMENT AND TRAINING

Danamon seeks to ensure that the competency of each employee meets the
requirements of the role and responsibilities of his or her respective position.
To achieve this, in addition to providing specific development programs for
their respective business lines, Danamon also provides an integrated range of
individual development programs for every group of employees, ranging from the
clerical, to first line management, middle management and senior management
level.

In line with the organization’s aspirations to become the Employer of Choice,
the leadership development program has become Danamon’s emphasis to
prepare future corporate leaders. Danamon’s leadership education programs
are carried out through the Danamon Leadership Academy, an institution based
on Danamon’s leadership platform of “Grow Yourself - Grow Your People - Grow
Your Business”, also known as “3G”. To carry out this program, Danamon works

closely with prominent local and international institutions.
Various training activities have been coordinated by Danamon Corporate
University and largely conducted at Danamon’s Training Center in Ciawi, West

Java, as well as in a number of training centers situated across the regions.

Training Statistics

326

Training Program 2010 2011 2012 2013
Number of Trainings 8,000 6,237 4,230 3,329
Number of Participants 70,500 67,632 83,277 90,864
Total Man-days 165,000 218,480 203,397 237,446
Total Training Investment 204713 285673 265,705 261,079
(Rp million)

Average Investment per 290 4.22 319 587

Employee (Rp million)

* Employee data comprises permanent, probation, contract, trainee, honorary and expatriate employees.

* Above data excludes outsourced employees.

PT Bank Danamon Indonesia, Tbk.
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RECRUITMENT

Recruitment seeks to ensure that the Bank has
the adequate number and quality of human
resources at its disposal. In 2013, the number
of Danamon employees increased by 3.7%, or
2,397, growing from 65,330 employees at the
beginning of the year to 67,727 by its end. Of
these new employees, 49.8 % are fresh graduates
with a minimum education level of Diploma (D3),
while the remaining 50.2 9% are employees with
prior working experience, particularly within the
finance and banking industry.

For fresh graduate recruits, in addition to an open
invitation through job advertisements placed in
newspapers or on the Bank’s website, Danamon
also conducts its “picks up the ball” campaign
from targeted colleges or educational institutions.
This is conducted through seminars, public
lectures and the Bank’s participation in career
day events organized by a number of universities.

EMPLOYER BRANDING

In the quest to achieve its aspirations to become
“The Employer of Choice”, Danamon Young
Leaders Award (DYLA) was held for the 7th time.

DYLA represents cooperation between Danamon
and Indonesian universities to increase its brand
awareness. It is an exciting competition event for
Indonesia’s outstanding young leaders.

DYLA 2013 was structured differently from
previous years. Through the theme of “Cultivating
Creativity, Making Innovation Work”, DYLA 2013
was conducted within a refined concept and
content.  Creativity and innovation represent
relevancy to the workforce requirements within
both the business and the corporate world —

particularly relevant for leadership criteria.

Annual Report

Recruitment

Moreover, DYLA 2013 also provides a more
thorough exposure to the working environment,
particularly in respect to the banking industry.
A range of insights is presented by subject
matter experts from Danamon. This creative
and innovative thinking workshop is designed as
a challenging and exciting competition among
participants. DYLA is open to undergraduate
students from various majors, comprising sixth
semester students up to fresh 2013 graduates with
a minimum GPA of 3.00, and previous exposure in
a student organization or active participation in a
community-based organization.

An important milestone was also marked in
2013 with the inaugural launch of the official
microsite www.dyla.co. This microsite serves as a
complete information hub pertaining to DYLA and
is supported by an official social media account
in Facebook (www.facebook.com/dyoungleaders)
and Twitter (@dyoungleaders). These digital tools
have proven effective for capturing the attention of
students, who represent major target participants.

DYLA 2013 attracted over 400 applicants—arecord
number compared to previous years. Candidates
that passed the administrative selection phase
continued on to a telephone interview process
for verification — narrowing the result to 30 young
leaders for the 2013 Danamon Young Leaders
Award. The selected Top 30 came from various
leading Indonesian universities, including the
University of Indonesia, Gadjah Mada University,
and the University of North Sumatera, with majors
ranging from Management to Veterinary Medicine.
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Welfare

The intensive week-long program was held at the
Danamon Corporate University’'s Ciawi Campus
from 1 to 7 December 2013, resulting in 1 Best
Group & 1 Runner Up (group category) and 5
individual category winners.

WELFARE

Inaddition toregular and consistent benchmarking
with salary and benefits generally conforming
to those in the Indonesian banking industry,
Danamon continues to adhere to minimum wage
requirements in accordance with prevailing laws.
Danamon also provides a health insurance facility
that is currently considered to be one of the best
in the industry, in addition to other facilities,
that include Housing and Car Loans. To assist its
employees in dealing with increasing living costs
driven by rising fuel prices, in 2013 Danamon
adjusted compensation, so as to ensure its
employees’ purchasing power.

JOB EVALUATION

In line with the organization’s rapid growth, a
job value re-evaluation of existing positions was
conducted, to ensure it was aligned with the
current context and parameters. The goal was
to obtain a fair and transparent relative value for
positions, one that best reflects existing burdens
and responsibilities. Conducted by professional

Peduli, Beasisw;
Peduli Beasiswa

328 PT Bank Danamon Indonesia, Tbk.

consultants, this initiative is exercised for all
positions within the Board of Directors and Senior
Officers Group. Subsequently, this initiative will
also be implemented for all positions within
the organization. The re-evaluation results will
stand as one of the criteria for a grading system
review and job value benchmarking with the labor
market.

EMPLOYEE ENGAGEMENT SURVEY

Inthe framework of its Employer of Choice context,
Danamon is also concerned with maintaining a
good and convenient working environment. For
this purpose, Danamon conducted an Employee
Engagement Survey among all employees,
including those at its subsidiaries. The survey
is expected to provide insights on current
conditions, including employee expectations and
suggestions. The result will be addressed in the
form of an action plan, comprehensively set out

from the top level downwards.

More than 50,000 employees are engaged in
the survey, which was carried out in cooperation
with professional consultants. It is one of the
largest surveys independently conducted by any
organization.
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Human Resources

INDUSTRIAL RELATIONS

Danamon has established a mutually supportive
relationship with the Danamon Labor Union
through the concept of partnership and social
dialogue. To ensure that employees understand
their Danamon
regularly disseminates

rights and responsibilities,

information to new
employees, through orientation programs, and to

longer-serving employees nationwide.

Throughout 2013, Danamon displayed a sound
and healthy approach in addressing employees’
complaints, in accordance with prevailing rules.
This is conducted directly between employees
and their superiors, or through the mediation of
the Human Resources Division and/or the Labor
Union. Despite a number of cases that needed to
be settled outside of the Bank, Danamon assures
that such settlement will always be carried out in
compliance with prevailing laws and regulations.

TRANSPARENCY

To enhance a culture of transparency, Danamon
regularly conducts the “Live - Chat with Director”
The President
take turns

via Danamon’s intranet portal.
Director and other Directors will

>
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Danamon Employee Cares

hosting a live — chat, whereby any employee

can interact directly, by sending questions,
suggestions as well as complaints and concerns
and receive a response directly from top
management. Through this initiative, it is hoped
that communications between management and
employees can be maintained and can result in

optimum coordination and performance.

DANAMON EMPLOYEE CARES

Caring is one of Danamon’s core values
that is the
Employee Cares (KDP), which seeks to raise

and
embodied through Danamon
charitable funds from its employees for its
employees by deducting contributions from
their monthly salaries. Danamon will match an
equivalent amount for every Rupiah contributed
by an employee. The application of KDP funds
is prioritized to support employees directly
affected by natural disasters, emergency funds
for health care, as well as direct payments
for grief compensation and scholarships for
employees’ children.
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Donor Darah Danamoners .
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Danamon Employee Cares

WORK LIFE BALANCE

Danamon facilitates interest-based activities for
its employees outside of normal working hours,
through the D’Club. Activities include sports,
arts, hobbies, religious and others coordinated
by a D’ Club Council established within each of
Danamon’s Regional Offices. A Regional Sports
Week is held once every two years, alternating
with the Danamon Mini Olympics, to compete
in various categories of sports and arts. In
addition, the D’ Club also coordinates employee
participation in various activities within the local
community.

In 2013, D’ Club organized these activities:

+ D’ games, a Regional Sports Week was held in
Solo in May, and attended by 250 participants
from various regions. Sports branches in
competition included futsal, badminton and
table tennis.

* Musical-Campus Night was held in January,
June, and December at the Ciawi Campus
and attended by over 200 participants at each
event.

D’games &‘_

Jumat, 10 Mei
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In collaboration with the Indonesian Red
Cross, a Blood Donation was held in November
at several branches. Each venue saw over 40
donors participating.

D’traveling to Vietnam, Bali, and Manado.
These trips were organized in collaboration
with the Employees Cooperative and a Travel
Agency in April, October, and November with
10, 29, and 14 participants, respectively.

A Photography Seminar was held in Medan,
Makassar, and Balikpapan in August and
October, and was attended by 50 participants
at each event.

“Employee Tenure Awards” was held in July
and December, at major cities within each
region (Jakarta, Bandung, Surabaya, Makassar,
Balikpapan, Medan, Semarang, and Lampung).
Day Care, in collaboration with experienced
teachers who designed each program activity,
was attended by 25 children each day. Day
Care is organized at the Human Resources
Division’s Office, Plaza Kuningan, a week prior
to and following Lebaran holidays.

2
JUARA UMUM
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D!games ." 3 y m . mm
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Company’s Investment in Human Resource Management

» Health Talk, held at the Human Resources Division Office, Plaza Kuningan in
October and November. Topics included Successful Breastfeeding for working
mothers, Healthy Heart and Cervix Cancer. These talk shows attracted 50 to
110 attendees.

Danamon also provides a Lactation Room in its Jakarta Head Office and selected
numbers of Regional Offices.

Furthermore, a 10,000-step Healthy Walk Daily Program is also fostered by
Danamon, by providing Pedometers for interested employees. The program has
been conducted by the Head Office’s Human Resource Division since 2013 and
subsequently developed to include other units within Danamon’s Head Office
and Regional Offices. This program is aimed at promoting employee health and
well-being.

COMPANY’S INVESTMENT IN HUMAN RESOURCE MANAGEMENT

To Danamon, Human Resources is one of its most important assets, one that
should constantly be retained, empowered, and developed. Thus, the Bank places
special emphasis on human resources management, including recruitment,
training, development of competencies, providing adequate remuneration,
health insurance, and other benefits.

In 2013, manpower expenses amounted to Rp5,713 billion, which represents
a 10.6 % increase compared to the previous year. This growth was primarily
driven by the increase in salaries and total number of employees.

On competency development and training fronts, the investment made by
Danamon in 2013 reached Rp261 billion. This was 1.8 % lower than that made in
2012, of Rp266 billion. However, the total number of participants and training
days was significantly higher than in 2012.

Annual Report PT Bank Danamon Indonesia, Tbk.
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Employee Statistics

EMPLOYEE STATISTICS

Employees by Education (consolidated)

Education 2010
Post Graduate 575
Bachelor 34,487
Diploma 11,155
Senior High School 7,003
guc?lgl/Elementary 182
Total 53,402

Employees by Age (consolidated)

2011
579
40,256
13,297
7,986

148

62,266

2012
577
41,162
13,678
9,789

132

65,338

2013
573
42,361
14,007
10,671

115

67,727

Age 2010
<25 years 6,850
25-34 years 34,444
35-44 years 10,630
>45 years 1,478
Total 53,402

Employees by Position (consolidated)

2011
9,676
39,484
11,297
1,809
62,266

2012
9,364
40,960
12,764
2,250
65,338

2013
9,066
41,983
13,966
2,712
67,727

Grade 2010
Top M.anagem.ent & 46
Technical Advisor

Senior Manager 325
Manager 2,410
Officer 12,117
Staff 38,504
Total 53,402

Employees by Placement (consolidated)

2011
38

336
2,586
13,903
45,403
62,266

2012

45

362
2,909
15,618
46,404
65,338

2013

49

407
3,495
16,894
46,882
67,727

Source 2010
Danamon 26,275
Adira Finance 24,392
Adira Kredit 2,026
Adira Insurance 709
Total 53,402

* Employee data comprises permanent, probation, contract, trainee, honorary and expatriate employees.

* Above data excludes outsourced employees.

PT Bank Danamon Indonesia, Tbk.

2011
30,736
28,272

2,417
841
62,266
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2012
33,939
28,093

2,439
867
65,338

35,423
28,519
2,863
922
67,727
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OUTLOOK FOR 2014

In 2014, Danamon will continue to focus on
employee productivity development, through
quality improvement in its working environment.
The five areas of Danamon’s human resource
development in this year are:

1. Culture and Employee Engagement
Internalizing Corporate Culture will be
intensified through various ways, such as the
creation of a Culture Ambassador and corporate
culture programs for senior management. The
Human Resources Division is also developing
an interactive social program, using electronic
media, called “Danamon Value Network”
(DVN). This program provides employees
the opportunity to share experiences about
behavior in accordance with Corporate Values
and Culture, including sharing ideas, photos,
and relevant articles. This media is expected to
allow employees to actively interact and learn
about appropriate behavior through real-life
examples and discussions.

2. Leadership
Danamon will organize sustainable leadership
program so as to create future leaders. Several
activity plans have been developed to improve
the existing leadership program.
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Outlook for 2014

3. Talent Management

Danamon’s  talent management begins
with a review/assessment process of the
employee’s performance and potential, by
using a methodology that is applied annually.
Employees categorized as talent will receive
special attention in terms of development
and career opportunities both within their
respective work unit as well as in other work
units (including subsidiaries).

. Sourcing and Recruitment

To address the competition in the labor market,
Danamon will improve the quality of its existing
recruitment system as well as apply sourcing
strategies and integrated employer branding
programs.

. Performance Management

The performance management system will
be reviewed by aligning corporate strategy,
employees and their performance.
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Information Technology within Danamon is geared toward supporting the business growth of
Danamon and its subsidiary, ensuring a secured, uninterrupted and efficient operation, as
well as optimizing availability and mitigating interruption rates of the Bank’s services
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The role of Information Technology (IT)

is instrumental in ensuring a secured,
uninterrupted and efficient operation of the
Bank in an integrated manner. Thus, Danamon
continuously prioritizes IT development since
most of all Bank’s operation rely on IT. Through
IT Directorate, Danamon strives to ensure that
all banking products and services are available
to the customers and accessible at any time

and at their convenient location.

Information Technology within Danamon is

directed toward:

i. Supporting the business growth of the Bank
and its subsidiaries;

ii. Ensuring a secured, uninterrupted and
efficient operations of the Bank;

iii.Optimizing the availability and mitigating
the interruption rate of the services.

To achieve these goals, Danamon carried out a
number of significant initiatives on IT area in
2013, including:

1. System and Network Development

Danamon undertakes continuous
improvement and development on its
New Core Banking System (NCBS) that
has been in place in the past few years. In
2013, the Bank added new features into
this system, including foreign exchange
transaction monitoring at branches and SMS
notification on customer transaction. By the
end of 2013, NCBS has been installed at
537 conventional branches, 150 Pawning
branches, 11 Syariah Business Units, 1217
DSPs, 3 Trade Service at Port (TSPP), and 6

Trade Representative Office.
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Information Technology

On Danamon Simpan Pinjam (DSP) in
particular, improvement was made on DSP’s
loan origination system to fit more into DSP
business model as well as the implementation
of risk and loan approval controls. Meanwhile,
several DSP units were upgraded to provide
service to conventional customers by increasing
its capacity to serve SME customers.

Improvement was also made on mobile
banking system, particularly on mobile banking
specifically for low-end customers as well as on

collection management system.

To provide a wider service for micro banking
customers, Danamon has added 11 DSP units.
And to support the trade finance customers
has also added 1 TSPP branch and 1 Trade
Representative Office.

In 2013, Danamon has also added 8 new ATMs
and 407 EDCs at its 149 conventional branches.

Furthermore, in
Indonesia regulation, Danamon has included
Know Your Customer (KYC) requirement into

compliance with Bank

the credit card system. An evaluation was
also conducted on trade finance system and
balance sheet management as to comply with
the International Financial Reporting Standard
(IFRS).

In 2013, other
developments were made on:

system and network

1. Credit Card application improvement to

comply with Bank Indonesia regulation PBI
No. 2/PBI1/2012

PT Bank Danamon Indonesia, Tbk.
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2. Implementation of Danamon Hotline single
number 500 090 and Danamon SMS
banking.

3. Implementation of Short Message Text/
Email Notification applications to alert
customers on certain transaction on their
saving or time deposit account.

4. Implementation of Loan  Processing
Application at all DSPs (1,217 units),
completed in December 2013.

5. Initial Document

Management System for DSP in December

2013, which will be

implemented at other DSP unit, to be

completed by 3rd Quarter 2014

implementation  of

continuously

. Servers and Hardware

During 2013, Danamon has replaced 871
multi-function printers at headquarter and
branch offices for an initial stage.

IT has already starting to do trial on Full
Disk Encryption on personal computers and
notebooks to protect and secure all data used
by the employees, where by end of December
2013 has been piloted in 10 notebooks. In
compliance with Bank Indonesia Regulation
(PBI 9/15/PBI1/2007), network encryption
has also been exercised in all branch offices.

PT Bank Danamon Indonesia, Tbk.
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To improve the capacity and performance

of  server application, Danamon has
increased its Server Farm Switch capacity for
PRODUCTION (BSD) and DRC (KSI), initially
commenced at the end of 2013. Danamon will
continue to carry out its server improvement
program through the development of server
virtualization for UAT & Development, which

by the end of 2013 has reached 100 servers.

. HR Competency Enhancement

Competency and adequate numbers of
employee is instrumental in ensuring an
excellent IT operation. HR competency of
IT Directorate today is deemed sufficient, in
terms of their understanding to implement
all IT initiatives. However, more efforts will
be made to continuously enhanced their
capability, so that they can keep up with the
ever-changing development in IT area.

IT team is one of the most efficient units in the
Bank, with only 95 additional staffs recruited
in the past 9 years. This is a testament to IT
team success in retaining its people and in
training them to adapt to the ever-changing
system. In addition to providing trainings
and re-trainings, Danamon is also fostering a
sense of belonging and promoting loyalty and
commitment to create a conducive working
environment.
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OUTLOOK IN 2014

Going forward, Danamon will advance its IT development by enhancing electronic
channels capacity and implementing various new systems to support business
requirements. However such initiatives will be made by taking into account the
development of macroeconomic and industry that are predicted to be dynamic
in 2014.

In 2014, IT developments will be made through the following initiatives:

1. Procurement of new electronic channels, including mobile Apps, mobile
branch, mobile EDC, and Secured SMS banking to acquire new customers
and to provide service convenience for existing customers.

2. Improving customer relationship, increase customer wallet share and
enhancing risk management through analytics and enterprise data warehouse.

3. Strengthening infrastructures and improving efficiency in data center by
deploying Server Virtualization and Cloud platforms.

4. Strengthening System Regulatory to be in compliance with Bank Indonesia
and Financial Services Authority (OJK) regulations. The XBRL, LSMK, PSAK
and other regulations has been embedded into the new systems.

5. Implementation of integrated communication & collaboration technologies.

Furthermore, IT Directorate will also continuously take prudent measures and
anticipation against unauthorized access by internal and external sources.
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Operations strategic direction, that includes centralization and simplification of processes
in the Bank’s network, improve the alternative channels and fortified strengthen synergies
with subsidiaries. Danamon has also been able to maintain operating expense efficiency and
to establish a streamlined organization within its branch offices

338 PT Bank Danamon Indonesia, Tbk. Annual Report



Corporate Governance Corporate Social Responsibility Corporate Data Financial Statements

e Risk Management
e Human Resources
e Information Technology

e Operations

Operational support is an instrumental aspect
in the operations of any banking institution. To
that end, Danamon must ensure the Operations
System that is safe, reliable, excellent and
efficient, one adaptable to customer needs, as
well as responding to ever-changing developments
in technology and risk exposure levels.

Operations system refinement is a priority
continuously carried out by Bank Danamon. The
objective is to ensure the availability of banking
products and services for the customer while
maintaining their trust and satisfaction.

STRATEGY AND DEVELOPMENT IN 2013
The Operations Directorate strives to play its
pivotal role in delivering secure, efficient and
effective services to customers, through the
following four operational strategies:

1. Simplifying banking processes through all
Bank networks, to provide the customer with
faster and more efficient service.

2. Centralizing banking processes at all Bank
branches, to maintain efficiency in operating
costs and keep the branch office organization
more streamlined.

3. Promoting the use of alternative channels by
the customer.

4. Establishing banking service synergy with
Danamon subsidiaries, which they may call
upon in their operations.

In 2013, Danamon upgraded Operations in the
following areas:
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1. Service Facility Improvement for the
Customer
Danamon implemented continuous

improvements, adding more facilities to provide

the customer with better ways to carry out
transactions and access other banking services.

One aspect is the addition of 6,448 Electronic

Data Capture (EDC) points, including Pinpad

and Mobile EDC, to provide the customer with

swift, secure and accurate service facilities.

Additionally, the Bank has added 79 new
Automatic Teller Machines (ATM) during 2013.
As of the end of 2013, the Bank had installed
1,483 ATMs and 70 CDMs.

Working with an ATM, the customer can access
banking services at any time, while the CDM
offers a flexible and efficient method for
depositing money at any time. This method has
proved to be faster and requires no assistance
from teller officers in the process.

A notification-alert service confirming customer
transactions is also available through text
message (SMS) or email. This service is aimed
at providing convenience and protection for the
customer. Initially, this service has been made
available for banking transactions carried out
through counter tellers.

Additionally, an e-statement facility s
continuously used by Danamon in reporting
customer transactions for savings accounts,
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checking accounts and credit cards. The
E-statement facility reduces the use of paper
and serves as a testament to the Bank’s
concern for environmental protection. The use
of e-statements also reduces postal costs over
time.

. Office Network Expansion

In 2013, Danamon added 14 new branches
(2 conventional branches and 20 Danamon
Simpan Pinjam). The Bank strives to meet
customer needs by providing convenient outlets
in strategic locations. Additionally, continuous
improvement is made with Mobile Branch
service, first launched in 2012. This service
was developed to cover areas beyond Jakarta,
Bogor, Depok, Tangerang and Bekasi.

Construction of the new Bank Danamon
Headquarters, located on Jalan HR Rasuna Said,
Jakarta, is currently underway. Designed as a
“Green Building”, this new 21-floorskyscraper
will feature 24,000 square meters of space.
Completion is due in 2015. The initiative
to build its own headquarters building is a
testament to the commitment from Danamon
shareholders to long-term business and

expanding operations in Indonesia.

. Alternative Channels

In 2013, Danamon continuously promoted
the use of alterative channels by customers,
allowing them to carry out transactions in a
more flexible manner, at any convenient time.
Additionally, this initiative also provides the
Bank with more secure and efficient operations.
Currently, alternative channels available to
customers included Cash@work, Danamon
Online Banking and Mobile Banking.
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Alternative channels allow a significant
advantage forcash management at branch
offices of the Bank. In 2013, despite the
addition of new branches and ATMs/CDMs, the
Bank still succeeded in efficient management,
in terms of the amount of cash kept within
the Bank’s branch offices, at less than 2% of
the Bank’s total third party funds. This ratio
is below the average of national banking, a
testament to Danamon’s success in mitigating

operation risk in cash management.

. Improvement of Control Function and

Internal Risk Mitigation

In line with Bank Indonesia regulations,
Danamon has established an Operations
Risk Management unit, under the Operations
Directorate. The objective of this unit is to
strengthen the control function over the Bank’s
operations. It serves as a first line of defense,

part of our multi-layered line of defense.

To mitigate the risk of abuse of authority
by officers involved in banking transactions,
Danamon continuously applies preventive
measures, including an internal anti-fraud
campaign, assignment rotation, enforcing
block leave and exercising a stringent internal

control.

. Group Synergy

Danamon’s subsidiaries operating in
financial and financing businesses present an
opportunity for Danamon to establish mutual
benefits, aimed at improving service and

efficiency for the customer.
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Danamon has been working with Adira Kredit
and Adira Finance since 2011 and 2012,
respectively, in the area pertaining to merchant/
dealer payment through the Loan Transaction
Services unit.
developed through a more efficient process
and technology support. Installment payments

This synergy is continuously

from subsidiary customers are continuously
serviced by Danamon’s office network.

. Human Resources Enhancement

The immensity of Danamon’s network requires
competent human resources, in adequate
numbers. In 2013, the Bank periodically hosted
competency-upgrading programs.

Training sessions were held for senior officers
(BSM) at branch offices, including 6 batches
of BSM Refreshment with 234 participants.
Meanwhile, the BSM Role Model was
participated in by 25 best-selected BSMs. To
enhance employee potential and anticipate
the availability of competent branch leaders
in the future, the Bank conducts a career
development program for Teller and Head Teller
levels, namely, the Branch Service Manager
Development Program (BSMDP).

Officer
continuously held by Danamon, in search
of new talent as Operation Officers, who

Development Programs are also

will be prepared to work with a sound and
comprehensive understanding of operational
processes and risks. This program also provides
participants with leadership knowledge, as they
prepare to become the Bank’s future leaders.
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CHALLENGES

A number of challenges have been recognized
by Danamon in 2013, one of which was the
customer’s preference for carrying out cash-basis
transactions.

An average of Rp6 trillion in cash transactions
was managed by Danamon in 2013. The cost
for mobilizing and processing such an amount
was Rp50 billion. Thus, to reduce the cash-basis
transaction — and associated processing costs
—Danamon continuously promotes the use of
alternative channels, such as Internet Banking
and Mobile Banking

Awards and Accolades

Bank Danamon has been recognized as a banking
institution that delivers excellent service to its
customers. The recognition is also extended to
acknowledge the Bank’s excellent and professional
operations.

Recognition that Danamon received in 2013

includes:

1. Process Excellence in Customer Centricity,
BPA Trailblazer Award 2013.

2. Best Trade Finance Bank in Indonesia 2013,
from Global Trade Review.

3. Best Bank for RTE Reporting, from Bank
Indonesia.

4. Service Excellence Award — Manado SEA 2013,
from Mark Plus Insight for Danamon Manado,
Balikpapan and Bali.

5. The Best Bank on National Individual Black
List Reporting, from Bank Indonesia.

6. The Best SKN BI Online Participant 2013,
from Bank Indonesia.
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7. Award for Counterfeit Money Reporting, from
Bank Indonesia - Kalimantan, Pekanbaru and
Padang.

8. Best Improvement of STP MT103, from
Deutsche Bank.

9. MT103 STP Rate, from Ing Bank.

10.Achiever in USD Straight Through Processing
Payment, from Standard Chartered

11.Citi’s 2013 Performance Excellence Award in
MT202 STP Rate and MT 103 STP Rate from
Citibank.

ISO 9001:2008 Quality Management System

As a result of management’s responsibility
and initiative in attaining the Bank’s vision to
be a “Leading Institution in Indonesia”, a goal
also aligned with the Bank’s Good Corporate
Governance strategy and continuous efforts to
build a consistent corporate culture through
the banking process and service improvements,
involving participation from all concerned parties,
Danamon has been able to consistently maintain
its international certification of 1SO 90001:2008
on Quality Management System within selected
working units.

In line with Danamon’s development within the
national banking industry, the Bank saw more
working units receive ISO9001:2008 certification.
By the end of 2013, the development has included
23 working units that cover 12 Operational Units,
9 Information Technology Units and 2 Retail
Banking Units.
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In achieving ISO 9001:2008, those 23 working
units has passed the Audit Surveilance Visit
by conducted in 2 periods within a year, by an
external Auditor from SGS Certification Bureau.
In the process, Internal Quality Auditor (IQA)
comprising 20 internal auditors, provided
active assistance in ensuring that all activities
and documentation in respective units were in
compliance with ISO requirements. In 2013, IQA
was conducted in a cross-functional method for
the first time. IQA's persons in charge, auditees
in their respective units, are involved as auditors
in other units. This way, a superior IQA result is
anticipated, adding more value to the internal
auditors.

ISO 22301:2012

In 2013, Danamon also received certification
of ISO 22310:2012 for a Business Continuity
Management System from British Standard
Institution. This achievement has placed
Danamon as the first institution in Indonesia
and the first bank in Southeast Asia to receive
such certification. This shows another testament
to Danamon’s commitment to ensuring a
sustainable banking service operation against
unexpected and unprecedented risks.
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OUTLOOK
In extending support to the Bank’s business and
operational efficiency in 2014, the Operations
Directorate has prepared various initiatives aligned
with its four operational strategy frameworks,
comprising:

1. New Trade Finance System
Bank plans to deploy a new system to support
Trade Finance. This system was initially
develop in Q-4 2013 and will be ready to serve
customers in their trading business, both local
and overseas.

2. Optimized and Additional Networks/Branches
A special service counter, D'Pass will be
introduced by Danamon at selected branch
offices to serve priority customers, both
individuals and corporates.

Additional numbers of counter trade operations

are also planned, following robust growth of
Trade Finance from year to year.
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3. Customer Service Improvement

Danamon will expand and complete its
notification-alert service via SMS and email to
cover transactions made through ATMs.

Additionally, Danamon will also create
alternative services for its existing and potential
customers, so they can experience more
convenience when opening their accounts. A
further development will also be conducted on
alternative channels of transaction services for
all customers, including those of subsidiaries.
All of these initiatives are carried out by taking
technology and customer satisfaction into
account.
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