ANNEX – ANNUAL SECTORAL REPORT

Chapter 3: Services


	Chapter 3 (g) : Financial Services

	Section
	Improvements Implemented Since Last IAP
	Current Entry Requirements
	Further Improvements Planned

	Operational Requirements


	A. FINANCE COMPANY

The Ministry of Finance through its Capital Market and Financial Institutions Supervisory Agency/Bureau of Financial Services and Guarantee acts as the regulator and supervisor of finance companies.

Financial companies shall undertake the following business activities 

· Leasing;

· Factoring;

· Credit card;

· Consumers finance.

Paid up capital of finance companies shall be:

· Local companies or joint venture companies: at least Rp.100,000,000,000,- (one hundred billion rupiahs); 

· Cooperative: at least Rp.50, 000, 000, 000, - (fifty billion rupiahs). 

The amount of capital paid up by shareholders should not derive from loans and money laundering actions.
New related regulations issued in 2008-2009  :

· Presidential Decree No. 9 of 2009 on Financing Institutions;

· Regulation of the Minister of Finance No. 166/PMK.010/2008 on Examination of Finance Companies;

· Regulation of the Chairman of Capital Market and Financial Institutions Supervisory Agency No.PER-03/BL/2008 on the Fit and Proper Test for Board of Directors and Commissioners.

Links/ Contacts:

Bureau of Financing and Guarantee

Capital Market and Financial Institutions Supervisory Agency 

Gedung Soemitro Djojohadikusumo

Jl. Lapangan Banteng Timur No.1-4, Jakarta 10710

Phone: 62-21-384 8305

Fax: 62-21-384 7437

Website : www.bapepam.go.id
B. BANKING 

1. Law No.7/1992 on Banking was amended by Law No.10/1998, the law covers dual banking system regulation which are Conventional Banking System and Islamic Banking System. Nevertheless, in order to accomodate the increasing demand of Islamic Banking services and considering the nature of Islamic Banking system, on 16 July 2008, Law No.21/2008 on Islamic Banking was issued. Since then, the regulation for Islamic Banking System refers to this Law.

2. As the implementation of Law No.21/2008 on Islamic Banking, Bank Indonesia issued BI Regulation No.11/3/PBI/2009 on Islamic Commercial Banking, which regulates the following:

a. The requirement on paid up capital  for the establishment of  a new Islamic commercial  bank in Indonesia shall be Rp. 1.000.000.000.000,00 (one trillion rupiah).
b. The requirement of foreign participation :
· Foreign national(s) and/or foreign legal entity(ies) are allowed to established locally  incorporated bank, in cooperation with Indonesia national(s) and/or Indonesia legal entity(ies)
· The capital share of ownership by foreign national(s) and/or foreign legal entity(ies) is allowed up to 99% (ninety nine percent) of the paid up capital of bank
c. The bank must form a Sharia Supervisory Board (DPS) in order to maintain fulfillment of sharia principle in bank’s operational activities.
d. Islamic bank granted with an operating license must clearly state  the word “Syariah” (sharia) in the inscription of its name.
3. In order to accomodate the development of the Banking industry, Bank Indonesia has replaced Bank Indonesia Regulation No.  2/27/PBI/2000 on Commercial banking with the new regulation which is Bank Indonesia Regulation No.11/1/PBI/2009. However in the new regulation, there are no differences between the previous regulation regarding the operational requirements. 

4. Bank Indonesia Regulation No.7/15/PBI/2005 on Minimum Tier One Capital for Commercial Banks has already been amended by Bank Indonesia Regulation No.9/16/PBI/2007, which regulates the exclusion from the limitation for the provision of funds per debtor and/or debtor group to a ceiling or outstanding  credit of no more than Rp 500 million for Bank Indonesia Certificate and provision of fund to government.

5. To support the implementation of Risk Management of the Bank, considering the complexity of the Bank’s Risks, Bank Indonesia has replaced Bank Indonesia Regulation No.7/25/PBI/2005 on Certification Office Management for Commercial Bank with Bank Indonesia Regulation No. 11/19/PBI/2009. Bank Indonesia Regulation No. 11/19/PBI/2009 applied for conventional commercial bank and islamic commercial bank. 
C. INSURANCE

Reform in insurance sector has been conducted to accommodate international best practice for insurance and reinsurance company.

Ministry of Finance c.q. Directorate General of Financial Institutions – Directorate of Insurance is the sole regulatory body. 

Related regulations enacted in 2008-2009, are as follows:

· Government Regulation No. 39 of 2008 on Second Amandment to Government Regulation No.73 of 1992 on the Conduct of Insurance Business

· Government Regulation No.81 of 2008 on Third Amandment to Government Regulation No.73 of 1992 on the Conduct of Insurance Business

· Ministry of Finance Regulation No.124/PMK.010/2008 On Credit Insurance and Surety Business Line,outlines the following: 

1. Equity Requirement:

a. Insurance company has to have equity Rp. 40, 000, 000, 000 by December 2010, Rp. 70, 000, 000, 000 by December 2012 and Rp. 100, 000, 000, 000 by December 2014.

b. Reinsurance company has to have equity Rp. 100, 000, 000, 000 by December 2010, Rp. 150, 000, 000, 000 by December 2012 and Rp. 200, 000, 000, 000 by December 2014.

c. Insurance and reinsurance brokerage company has to have equity Rp. 1, 000, 000, 000 by December 2008.

d. An insurance company implementing all its business activities based on the Sharia principle shall be required to have its equity of at least Rp. 50, 000, 000, 000 the latest by 31 December 2008.

e. The minimum working capital for a Sharia unit of an Insurance Company and a Re-Insurance Company shall be the following:

· an amount of Rp. 25, 000, 000, 000 for a Sharia unit of an Insurance Company through the following stage:

· at least an amount of Rp. 5, 000, 000, 000 the latest by 31 December 2008;

· at least an amount of Rp. 12, 500, 000, 000 the latest by 31 December 2009;

· at least an amount of Rp. 25, 000, 000, 000 the latest by 31 December 2010.

· an amount of Rp. 50, 000, 000, 000 for a Sharia unit of a Re-Insurance Company through the following stage:

· at least an amount of Rp. 12, 500, 000, 000 the latest by 31 December 2008;

· at least an amount of Rp.  25, 000, 000, 000 the latest by 31 December 2009;

· at least an amount of Rp. 50, 000, 000, 000 the latest by 31 December 2010.

2. Any person or legal entity intending to carry out insurance business activity must obtain a license from the Ministry of Finance.

3. Directors and Commissioners of insurance and reinsurance companies or companies supporting insurance business in Indonesia shall pass fit and proper test. 

4. Insurance company shall have an Independent Commissioner. (Government Regulation no.39 Year 2008 on Insurance Business Activities)

5. Insurance company shall implement good corporate governance principles (Government Regulation no.39 Year 2008 on Insurance Business Activities) 

Link/Contact : 

Bureau of Insurance

Capital Market and Financial Institutions Supervisory Agency 

Gedung Soemitro Djojohadikusumo

Jl. Lapangan Banteng Timur No.1-4, Jakarta 10710

Phone : 62-21 345-0926

Fax: 62-21 350-9118

Website : www.bapepam.go.id 
D. CAPITAL MARKET ( as in IAP 2008)
Link/Contact : 

Capital Market and Financial Institutions Supervisory Agency 

Gedung Soemitro Djojohadikusumo

Jl. Lapangan Banteng Timur No.1-4, Jakarta 10710

Jakarta 10710. 

Phone : 62-21 385800

Fax : 62-21 3857917

Website : www.bapepam.go.id 

	-
	Develop guidance for the implementation of good corporate governance principles for insurance/reinsurance company (in the form of Finance Minister Decree).

	Licensing and 

Qualification Requirements of Service Providers


	A. FINANCE COMPANIES (as in IAP 2008)


B. Banking 

1. Law no. 23/1999 on Bank Indonesia has been amended with Law no. 6/2009. These regulations are basis for Bank Indonesia to conduct licensing and qualification requirement process for conventional commercial banks and commercial islamic banks. 

2. The licensing process by Bank Indonesia for Islamic  Commercial Bank based on Bank Indonesia Regulation  no. 11/3/PBI/2009 on Islamic Commercial Banking, shall take place in two stages, namely: Approval in Principle and Operating License.
3. The qualification requirement for Islamic Commercial Bank shall be as follows:
a. the requirement for managements, executive officers, and board of commissioner to hold risk management certificate as regulated on Bank Indonesia Regulation  no. 11/19/PBI/2009 on Certification Office Management for Commercial Bank. 

b. The requirement for the owner of the bank, the board of commissioners, management, and  executive officers to pass the fit & proper test held by Bank Indonesia as stipulated on Bank Indonesia regulation no. 11/31/PBI/2009 date 28 Augustus 2009 on fit & proper test.
c. The requirement for Sharia Supervisory Board (DPS) to pass a interview process held by Bank Indonesia as regulated on Bank Indonesia regulation no.11/3/PBI/2009 on Islamic Commercial Bank.  
C. INSURANCE
Newly Related regulations in 2008 are:

· Government Regulation No. 39 of 2008 on Second Amandment to Government Regulation no.73 of 1992 on the Conduct of Insurance Business

· Government Regulation No.81 of 2008 on Third Amandment to Government Regulation no.73 of 1992 on the Conduct of Insurance Business 

To obtain a license a company must fulfill the following requirements:

I. For an insurance and reinsurance company :

1. minimum paid up capital Rp. 100, 000, 000, 000 for insurance company, Rp. 200, 000, 000, 000 for reinsurance company, Rp. 50, 000, 000, 000 for Insurance Companies implementing all their business activities based on the Sharia principle and Rp. 100, 000, 000, 000 for Re-Insurance Companies implementing all their business activities based on the Sharia principle;

2. at the time of establishment, direct investment of foreign party in an insurance company shall not exceed 80% (eighty per cent);

3. employ qualified experts in their relative fields;

4. submit joint venture agreement with the foreign partner, in the event of direct investment by a foreign partner;

5. have retrocession program for a reinsurance company.

II. For insurance and reinsurance brokerage company

1. employ qualified experts in their relative fields;

2. possess professional indemnity insurance policy;

3. submit joint venture agreement with foreign partner, in the event of direct investment by foreign partner. 

III. For a loss adjuster company, actuarial consultant and insurance agent :

1. employ qualified experts in their relative fields;

2. possess joint venture agreement with the foreign partner, in the event of direct investment by foreign partner;

3. submit agency agreement with an insurance company, for an insurance agent.
D. CAPITAL MARKET

Any party wishing to engage in capital market activities must obtain operating license, approval, and registration from Bapepam (Capital Market Supervisory Agency).

According to CML, GR 45/1995, Ministerial Decree of Finance no.179/2003, Bapepam Rule no.V.A.1, a company wishing to engage in  as a securities company (underwriter, broker-dealer and/or investment manager) shall have a license from Bapepam-LK.

· Law No. 8 of 1995 on Capital Market

· Government regulation oo.45/1995 on the Implementation of Operations in Capital Market;

· Bapepam-LK rule no.V.B.1 published on January 17, 1996, on Licensing of Securities Company Representatives;   

· Bapepam-LK rule no.V.B.2 published on August 30 2006 on Licensing of Investment Fund Marketing Agent Representatives;  

· Bapepam-LK rule no.V.B.3 published on August 30 2006 on Registration of Investment Fund Marketing Agent;

· Bapepam-LK no.V.B.4 published on August 30 2006 on Investment Fund Marketing Agent Conduct.


	-
	-

	Foreign Entry


	A. FINANCE COMPANY

Commercial presence of the foreign service provider (s) may be in the form of joint venture.

Joint venture is required to be :

· In the form of Limited Liability Company (PT/Perseroan Terbatas).

· Share ownership by foreign business entities shall be set at the maximum of 85% of the paid up capital.

B. BANKING

The types of commercial presence for Islamic Commercial Bank in Indonesia before the issuance of Law no.21/ 2008 on Islamic Banking, refered to Law No.7/1992 on Banking as amended by Law No.10/1998 which covers dual banking system which are Conventional Banking System and Islamic Banking System. After Law No.21/2008 on Islamic Banking has been issued, The types of commercial presence for Islamic Commercial Bank presence in Indonesia shall be as follows:

1. The establishment of new Islamic Commercial Bank incorporated with Indonesia and/or legal entity as stipulated by Bank Indonesia Regulation No. 11/3/PBI/2009 on Islamic Commercial Bank. Before Bank Indonesia issued Bank Indonesia Regulation No. 11/3/PBI/2009 on Islamic Commercial Bank, the establishment of new Islamic Commercial Bank incorporated with Indonesia and/or legal entity was stipulated on Bank Indonesia Regulation No. 2/27/PBI/2000 on Commercial Banking which has been replaced by Bank Indonesia Regulation No.11/1/PBI/2009. 
2. Establishment of new Islamic Commercial Bank from spinning off the Islamic Business Division of Conventional Commercial Bank (UUS) as stipulated by Bank Indonesia regulation No. 11/10/PBI/2009 on Islamic Business Division, which required paid up capital only Rp. 500.000.000.000,00 (five hundred billion rupiahs) and shall be increased to Rp. 1.000.000.000.000,00 (one trillion rupiahs)  in the late of 10 years after the granting of Bank’s License. Before Bank Indonesia regulation No. 11/10/PBI/2009 on Islamic Business Division applied, the regulation for Islamic Business Division refers to Bank Indonesia regulation no.8/3/PBI/2006 as amended by Bank Indonesia regulation no.9/7/PBI/2007. 

3. Acquisition of existing Islamic Commercial Banks (until August 2009 there’re 5 banks), as stipulated by Decree of BI Director No. 32/51/KEP/DIR in 1999, which also regulates the acquisition of existing Conventional Commercial Banks.

4. Acquisition conventional commercial bank to be convert as Islamic Commercial Banks, which requires only tier I capital  Rp. 100.000.000.000,00 (one hundred billion rupiahs), through two stages :

a. Bank’s  acquisition mechanism as stipulated by Decree of BI Director No. 32/51/KEP/DIR in 1999; then

b. Conversion conventional bank to be Islamic bank as stipulated by BI regulation No. 11/15/PBI/2009.   

5. Opening Representative Offices 

The existing regulation is the Decree of BI Director No. 32/37/SK/DIR in 1999 on requirement and opening of foreign bank branches and representative offices, which also stipulates the opening of foreign bank branches and representatives offices for foreign conventional commercial banks.
C. INSURANCE 

· New related regulation issued in 2008 is Government Regulation No. 39/2008 on Second Amandment to Government Regulation No.73/1992 on the Conduct of Insurance Business 

D. CAPITAL MARKET (as in IAP 2008)

	-
	-

	Discriminatory Treatment/

MFN


	A. FINANCE COMPANIES (as in IAP 2008)

B. BANKING (as in IAP 2008)
C. INSURANCE (as in IAP 2008)
D. CAPITAL MARKET(as in IAP 2008)

	-
	-


