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THROUGH TRANSFORMATION
10 SUPPORT SUSTAINABLE
BUSINESS

In the midst of challenging banking conditions, the Company was able
to bolster its performance, as evidenced with success in improving its
competitive position in the banking industry and national housing sector,
particularly on the realization of the One Million Houses Program. The
success of this performance is inseparable from current Digital Banking
transformation process, , allowing the Company to quickly adapt to changes
in an ever more complex banking industry.

Realizing the future challenges, the Company has taken significant steps to
strengthen its financial fundamentals, particularly in preparing for up-coming
implementation of Statements of Financial Accounting Standards (SFAS)
No. 71. To that end, in 2018 the Company strengthened its prudent business
process governance and increased Allowance for Impairment Losses as an
effort to improve the coverage ratio.

For the Company, the Digital Banking transformation along with efforts to
strengthen the financial fundamentals is essential to manage the challenges
of the banking business in the future, in order to realize sustainable growth
and allowing the Company to contribute to improving the country’s economy.



THEME AND GONTINUITY OF THEMES

2012

Dedicated to
Indonesian Families

Houses are not only basic
needs (human basic needs)
for Indonesian families,
but more than that. The
property sector has an
important role for the
national economy. No
fewer than 175 industries
depend on this sector.
Lots of workforce that can
be absorbed, resulting in
reduced unemployment.

2013

Transformation
supported by the
implementation of
good governance
in achieving quality
business

Navigating in 2013, the
Company is in the process
of going to the next level
through transformation
covering the fields of
business, culture, and
infrastructure (foundations).
In-accordance with the
Company'’s focus and vision
to become a leading bank in
housing finance, 2013 can
be illustrated as the basis
for building the Company’s
homes. Like someone

who builds a house, that
person will dig deep and lay
the foundation on a solid
rock, so that when a flood
comes and floods hit the
house, the house cannot be
shaken, because the house
is firmly built.
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2014

BTN is the FOREST,
RUMAHKOE GCG

Facing 2015 which is
often referred to as the
new economic era, the
era of free competition

in ASEAN, the Company
launched a tagline which
at the same time became
the new corporate
culture, BTN TERDEPAN,
GCG RUMAHKOE. This
new tagline shows

the Company'’s great
determination to realize
the company'’s vision of
“Becoming the leading
Bank in-housing finance”
based on Good Corporate
Governance.
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2015

BTN 5IAP Becomes
a Million House
Program Main
Player

The position of the
Company in the field of
housing finance is getting
stronger. Supported by a
long history in this field,
plus “Program 5 Ready”,
the Company is ready to
become a major player

in the Million Houses
program launched by

the government. 5 Ready
is Ready for Human
Resources (HR), Ready
for Technology, Ready
for Business Processes,
Ready for Funding and
Ready for Home Supply.
With that provision, the
Company is confident that
it will continue to be able
to improve its performance
now and in the future.



2016

Strengthening

the Platform

for Sustainable
Growth, Supporting
the Acceleration of
a Million Houses
Program

In 2016 the Company was
able to record success in
performance, implement
good corporate governance
practices, and achieve a
positive image in the public
eye. Success achieved
thanks to the consistency of
the Company in conducting
business based on sound
industrial and commercial
rules, having resources
capable of producing value
creation, complying with
regulations and having clear
directions and strategies.

Hank () BTN

2017

Transformation
Based on Digital
Banking to Support
Strengthening

and Expansion of
Housing Business

The transformation of the
digital-based Company is
the Company’s priority in
2017. Because the digital
domination of business
aspects in all sectors and
lines has become more
evident. The Company’s
understanding of the
millennial generation

and the development of
millennial generation
human resources has
become the concern of the
Company’s management
to anticipate competition
especially in the face of
the ASEAN Economic
Community (MEA) and the
competitive reliability-in the
market today. The Company
will continue to develop
the use of the latest and
general digital technology
to support its services and
networks.
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PREPARING FOR
DIGITAL ECOSYSTEMS
THROUGH TRANSFORMATION
T0 SUPPORT SUSTAINABLE
BUSINESS

In the midst of challenging banking conditions, the Company
was able to bolster its performance, as evidenced with success
in improving its competitive position in the banking industry
and national housing sector, particularly on the realization of the
One Million Houses Program. The success of this performance is
inseparable from current Digital Banking transformation process, ,
allowing the Company to quickly adapt to changes in an ever more
complex banking industry.

Realizing the future challenges, the Company has taken significant
steps to strengthen its financial fundamentals, particularly in
preparing for up-coming implementation of Statements of Financial
Accounting Standards (SFAS) No. 71. To that end, in 2018 the
Company strengthened its prudent business process governance
and increased Allowance for Impairment Losses as an effort to
improve the coverage ratio.

For the Company, the Digital Banking transformation along with
efforts to strengthen the financial fundamentals are essential to
manage the challenges of the banking business in the future, in
order to realize sustainable growth and allowing the Company to
contribute to improving the country’s economy.



JEVELOPING DIGITAL BANKING,
'NCOURAGING THE ACRIEVEMENT
OF A MILLION HOUSES
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Bank BTN is ready to support the creation of a healthy and quality housing
industry ecosystem, mainly in terms of financing, one of which is driven through
the , where Bank BTN's achievements
from year to year continue to increase. The success of Bank BTN in encouraging
the realization of the Million Houses Program is supported by the digital banking
transformation, which has initiated the creation of various products and services
development initiatives and innovations for the Company.

Bank @ BTN

Sahal B warga nedorecia

Products Supporter

The success of the Company BTN supports
the One Million Houses Program supported by
various product and service innovations and
digital transformation.

KPR Gaeesss!

Development of KPR/KPA BTN Platinum products
for purchasing houses/apartments for millennial
generation segmentation (21-35 years) with various
facilities and advantages.

https://www

V4

www.rumahmurahbtn.co.id

A portal that markets property in the non-
performing loan (NPL) category in various regions
in Indonesia that are ready to sell by auction
mechanism or through direct sales.
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ABCG Mikro

Academy-Business-Community-Government (ABCG) is
the initiative of Bank BTN in the collaboration of 4 parties
(academics, business, community, government) to support
the development of community-based self-help housing.

www.btnproperti.co.id

Home search portal and ideal mortgage with online KPR/
KPA submission, which facilitates the search for Bank BTN
partner projects, installment simulations, 24-hour online
live chat, and 4D Tour Service technology for a realistic
overview of selected property units.



ACHIEVEMENT

ONE
MILLION
HOUSES

757,159

i In 2018, Bank BTN financed more than
| 757 thousand housing units through the |
i distribution of property loans in the form | ]
¢ of mortgages and construction loans. | 1]

2,493,604

Since it was rolled out by the Government
in 2015, until 2018 Bank BTN has provided
financing for 2.49 million housing units.
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BIN AGILE TRANSFORMATION JOURNEY

In line with Bank BTN’s commitment
to strengthen business dominance
in the housing sector, supported
by solid organizations and human
resources who have high capacity
and competence, Bank BTN has
stepped up the phase of digital
banking transformation to develop
existing market potential and be
able to adapt quickly in the face

of banking industry competition
increasingly dynamic. The survival
period has been passed well,
going forward Bank BTN will

step up toward Global-Playership
transformation phase, which will
bring Bank BTN products and
services to operate in accordance
with international and world-class
service standards.
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TRANSFORMATION 1
Survival Period

oh

TRANSFORMATION
LEAP

Triggered by a million

houses program o °

[}
o ® Million Houses

e * Program
. [ ]
o o
2013 2015

STRENGTHEN

Business positioning in the housing sector and

construction value chain.

A Maintaining the dominance of the KPR
segment in the Mass market (Subsidized &
| Non-Subsidized).
-
e

Expanding the emerging affluent &
4. affluent credit segment

Increase construction loans in supporting
“ home supply by targeting the MSME,
) Commercial and Corporate segments



TRANSFORMATION 2
Digital Banking Period
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ASPIRATION

The Leading Housing Bank
in Indonesia with World-
Class Services L.

o'..
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Stronger
business
ooo"‘..

Infrastructure HR

*ss.  TRANSFORMATION 3
oo’ Global-Playership Period
[ X J

ASPIRATION

Transformational
Enterprise-Globe Mindset

Products and services
are already operating
internationally

2016

ACTIVELY ACTING

As an integrator and accelerator in the housing
business sector

2019 2025

BUILD

Strong customer orientation to seek and improve
CASA-based funding

Increase the role of BTN HFC as the main

L+ thinktankin Indonesia

Develop initiatives to support the
development of subsidized house
developers

Targeting emerging affluent and affluent
segments that include families and young
people (millennial generation, digital
savvy)

Develop digital banking services to

strengthen the image of banks in the
— upper middle segment

2018 Annual Report
PT Bank Tabungan Negara (Persero) Tbk.

7



TESTIMONIALS

8

2018 Annual Report
PT Bank Tabungan Negara (Persero) Thk.

Providing home for the people through the One Million
Houses Program is the government’s commitment.
The effectiveness of this program is inseparable from
the support of Bank BTN. Bank BTN,

Friends of Indonesian Family. ,,

Source : Biro Setpres Republik Indonesia

Joko Widodo

President of the Republic of Indonesia m

The housing development sector is one of the

most strategic sectors that have a role in economic
development. There is no doub regarding the role of
Bank BTN in economic development, perticularly in the
housing sector. To have a greater contribution to support
the housing development sector in order to boost the
nation’s economy. To have closer relationship with the
government and to have synergy with SOEs and the
private sector to meet the housing needs of the masses.

LE

Source: Documentation of Bank BTN

Muhammad Jusuf Kalla

Vice President of the Republic of Indonm

Bank BTN is expected to be the leading bank in services,
particularly for the provision of housing. Hopefully,
Bank BTN will always be at the forefront in terms of
innovation and housing financing. Keep advancing,

Bank BTN.
LY

Source: Documentation of Bank BTN

Marsekal TNI Hadi Tjahjanto, S.IP
Commander in Chief of TNI
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Bank BTN is always present to provide optimum services
to all levels of the community. Particularly in supporting
the One Million Houses Program that was initiated by the
government. Hopefully, Bank BTN becomes even more
successful in innovating and improving the quality of its
services in order to boost the improvement of the national
economy and the welfare of the society. ,,

Source: Documentation of Bank BTN

Jenderal Pol. Prof. M. Tito Karnavian
Chief of Police of the Republic of Indonesia

(11

| am also proud for the progress of Bank Tabungan
Negara that always support the government’s program
in home ownership. To that end, keep the spirit to
provide the best for the nation. ,,

Source: Documentation of Bank BTN
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Bank BTN is the major provider bank of FLPP, providing
housing for the people. Thank you for the collaboration,
and hopefully in the future we can increase our
cooperation since in 2018 we have built 1 million and 41
thousand houses. Keep on moving, BTN is the champion
of mortgage (KPR). Having its fast service and credit
agreement by approaching consumers directly through
exhibitions, it is a clever strategy, especially now there are
millennial movement by us that will accelerate the growth
of housing provision in Indonesia. ,,

Source: Documentation of Bank BTN

Basuki Hadimuljono

— m
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A 2017 2018

|
RIS Interest and Profit Sharing Income -Net
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2017 2018 |

LITRR L
! .
W Third Party Funds

N\ 192.47+ritlion )> 229.83trillion

! 2017 2018
“ Provision for Impairment Losses .
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------------------------------------- Ao @ B Loan Disbursement
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et 0.0 Shariah Financing Disbursement
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In 2018, the Company disbursed
Rp5.180 billion of csr funds

CAR stood at the level of 18.21%
in 2018

CASA Market Share KPR One Million Houses

CASA ratio reaches In 2018, total KPR market share

VAL WAA reached 39.35%

*Source: SEKI Bank Indonesia

The number of ATM
consistently increased every
year, reaching 2,126 ATMs
spread throughout Indonesia
with a growth of 8.25% yoy at
the end of 2018

The Company’s NPL stood at the
level of 1.83% in 2018

Program

During 2018, realization of the
One Million Houses Program
reached 757,159 units

Received two awards in the field of
Governance, namely “Top 50 ASEAN Public
Listed Companies” and “Top 3 Public Listed
Companies in Indonesia” at the 2018 ASEAN

Corporate Governance Awards event that
was organized by ASEAN Capital Markets
Forum (ACMF)
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FINANGIAL HIGHLIGHTS

L2004 |20 | 2006 | 2017

Earning Assets 141,561,595 168,035,035 206,477,677 237,786,483 278,281,291
Loans 106,271,277 127,732,158 150,221,960 181,002,783 215,716,247
Sharia Financing/Receivables 9,644,524 11,223,646 14,224,421 17,987,798 22,041,427
Placement with Bank Indonesia and Other Banks 1,496,455 7,839,477 17,581,350 24,697,503 26,464,760
Securities 5,446,372 1,819,562 4,186,141 7,720,954 5,868,658
Government Bonds 8,238,065 8,230,908 9,243,639 8,183,973 9,393,138
Total Assets 144,582,353 171,807,592 214,168,479 261,365,267 306,436,194
Deposits from Customer 106,470,677 127,708,670 147,787,618 177,091,421 211,034,488
Demand Deposit 23,422,618 31,368,443 42,643,680 50,019,826 53,673,188
Savings 26,167,914 30,757,681 32,776,835 38,217,936 38,350,839
Time Deposit 56,880,145 65,582,546 69,536,953 85,481,932 115,462,283
Deposits from Other Banks 1,179,269 1,721,198 3,643,889 5,063,433 2,992,579
Securities Sold Under Agreement to Repurchase 3,817,603 2,135,091 1,385,000 1,385,000 935,000
Securities Issued 8,519,884 12,492,202 14,919,910 20,480,459 20,644,760
Fund Borrowings 6,998,213 7,726,728 4,999,616 7,991,053 15,499,493
Total Liabilities 132,329,458 157,947,485 182,828,998 223,937,463 263,784,017
Total Syirkah Temporary Funds - - 12,208,945 15,764,370 18,811,729
Total Equity 12,252,895 13,860,107 19,130,536 21,663,434 23,840,448
Interest and Profit Sharing Income 12,807,328 14,966,209 17,138,819 20,091,600 22,851,758
Interest and Bonus Expenses (7,342,747) (8,155,133) (8,975,274) (10,750,660) (12,762,581)
Interest and Profit Sharing Income - Net 5,464,581 6,811,076 8,163,545 9,340,940 10,089,177
Other Operational Income 894,82 1,106,526 1,282,822 1,605,931 2,071,594
Provision for Impairment Losses on Financial (771,166) (901,008) (707,531) (884,401) (1,714,427)
and Non-Financial Assets

Reverses (Expenses) of Estimated Allowance on (729) 7,198 - - -
Impairment of Commitments and Contingencies

Other Operational Expenses (4,010,139) (4,490,187) (5,386,604) (6,170,567) (6,852,544)
Income from Operations 1,577,367 2,533,605 3,352,232 3,891,903 3,593,800
Non-Operational Income - Net 1,960 8,281 (22,148) (30,348) 16,475
Profit Before Tax Expenses 1,679,327 2,541,886 3,330,084 3,861,555 3,610,275
Tax Expenses (433,755) (690,979) (711,179) (834,089) (802,352)
Income for the Year 1,145,572 1,850,907 2,618,905 3,027,466 2,807,923

Income for the Year Attributable to:

*  Owners 1,145,572 1,850,907 2,618,905 3,027,466 2,807,923

* Non-Controlling Interests - - - - R

Total Comprehensive Income for 1,120,716 1,811,337 5,631,617 3,056,679 2,782,507
the Year - After Tax

Comprehensive Income for
the Year Attributable to:

* Owners 1,120,716 1,811,337 5,631,617 3,056,679 2,782,507

* Non-Controlling Interests - - - - R

Earnings per Share (Full Amount) 108 175 247 286 265
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2014 2015 2016 2017
Capital Adequacy Ratio (CAR) 14.64 16.97 20.34 18.87 18.21
Non Performing Loan (NPL) Gross 4.01 3.42 2.84 2.66 2.82
Non Performing Loan (NPL) Net 2.76 2.1 1.85 1.66 1.83
Return On Asset (ROA) 1.14 1.61 1.76 1.71 1.34
Return On Equity (ROE) 10.95 16.84 18.35 18.11 14.93
Net Interest Margin (NIM) 4.47 4.87 4.98 4.76 4.32
Operating Expenses to Operating Revenues 88.97 84.83 82.48 82.06 85.58
(BOPO)
Loan to Deposit Ratio (LDR) 108.86 108.78 102.66 103.13 103.25
BMPK Violation Percentage
* Related Parties 0.00 0.00 0.00 0.00 0.00
» Non Related Parties 0.00 0.00 0.00 0.00 0.00
BMPK Exceedance Percentage
* Related Parties 0.00 0.00 0.00 0.00 0.00
* Non Related Parties 0.00 0.00 0.00 0.00 0.00
Minimum Statutory Reserve (GWM)
Primary Statutory Reserve (Rupiah):
« Conventional 8.09 7.95 6.72 7.02 6.61
+ Sharia 5.09 5.04 5.08 5.00 5.30
Statutory Reserve (Foreign Currency) 8.39 8.08 8.47 8.38 8.69
Net Open Position 1.92 1.74 0.29 1.29 1.55
Total Assets Loans
(Rp billion) (Rp billion)
261,365 181,003
214,168 150,222
171,808 127.732
144,582 106,271

' ' l l Total assets

increased to
2014 2015 2016 2017

l ' l l Loans disbursement

2014

2015

2016 2017

increased to

2018 Annual Report

PT Bank Tabungan Negara (Persero) Tbk.

19



FINANCIAL HIGHLIGHTS

Customer Deposits
(Rp billion)

211,034

177,091

147,788
127,709
106,471

19.17%

Customer Deposits
increased to

Rr211,034,488 million

Interest and Profit Sharing Income
(Rp billion)

22,852

13.749

Interest and profit
sharing income
increased to

Rp22,851,758 million

Interest and Profit Sharing Income - Net
(Rp billion)
10,089
9,341

8.01%

Interest and profit
sharing income - net
increased to

Rr10,089,177 milion
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Total Equity
(Rp billion)

23,840

10.05%

Total equity increased
to

Rr23,840,448 miliion

Interest and Bonus Expenses
(Rp billion)

12,763

18.71%

Interest and bonus
expenses increased to

Rp12,762,581 million

Current Year Profit - After Tax
(Rp billion)

3,027
2,808

(7.25)%

Current year profits -
after tax amounted to

Rr2,807,923 million



Non Performing Loan (NPL) Net

(Percentage %)

2.76

(NIPL) ratio was

1.83%

Return on Equity (ROE)

(Percentage %)

1835 18.11
16.84

Return on Equity
(ROE) was

14.93%

Operating Expenses to Operating
Revenues (BOPO)

(Percentage %)

88.97

85.58

8483 548 82.06

to Operating
Revenues was

EpEesamarry  85.58%

Non Performing Loan

Operating Expenses
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Management Discussion and Analysis
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Return on Asset (ROA)

(Percentage %)

1.76

1.71

Return on Asset
(ROA) was

1.349

Net Interest Margin (NIM)

(Percentage %)

(NIM) was

4.32%

Loan to Deposit Ratio (LDR)

(Percentage %)

108.86 108.78
102.66 103.13 103.25

(LDR) was
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BUSINESS AND OPERATIONS HIGHLIGHTS

|20 | 2015 | 206 | 207 NSNS
Business Highlights (Rp Million)

Consumer Banking

Consumer Loan Disbursement 23,684,924 30,399,375 34,804,253 44,187,731 49,371,120

Consumer Deposits 34,811,565 38,618,436 44,389,209 52,743,237 61,792,136
Commercial Banking

Commercial Loan Disbursement 13,807,906 16,565,305 18,521,043 23,298,077 29,135,261

Commercial Deposits 62,911,655 77,985,698 100,568,259 120,011,519 146,263,780
Sharia Business Unit

Sharia Financing 4,105,301 4,281,418 5,960,741 7,489,093 8,326,533

Sharia Deposits 8,747,457 11,104,536 15,030,249 18,754,100 22,342,676

Sharia Fee Based Income 36,002 39,375 62,880 93,758 116,880

Other Operations

Branch Offices 65 65 65 75 76
ATM 1,830 1,830 1,830 1,964 2,126
Number of Employees 8,582 9,042 9,380 10,245 11,810
GCG Score Composite 2 Composite 2 Composite 2 Komposit 2 Composite 2
"HEALTHY" “HEALTHY" “HEALTHY" “HEALTHY" “HEALTHY"”
Consumer Loan Disbursement Consumer Deposits
(Rp billion) (Rp billion)
49,371 61,792

11.73%

Consumer loan
disbursement
increased to

Rr49,371,120 miliion

Commercial Loan Disbursement
(Rp billion)

29,135

25.059%

Commercial loan
disbursement
increased to

Rr29,135,261 miliion
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Commercial Deposits
(Rp billion)

77,986

62,912

146,264

120,976

100,568

17.16%

Consumer deposits
increased to

RP61,792,136 million

20.90%

Commercial deposits
increased to

Rr146,263,780 miliion



Sharia Financing
(Rp billion)

8,327

4,105 4,282

11.19%

Sharia financing
increased to

Rr8,326,533 million

Sharia Fee Based Income
(Rp billion)

116,88

24.66%

Sharia fee based
income increased to

RP116,880 million

Number of Employees
(Person)

11,810

15.27 %

Number of employees
increased to

1 1,81 0 Employees
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Sharia Deposits
(Rp billion)

22,343

19.14+%

Sharia deposits
increased to

Rp22,342,676 miliion

ATM
(Units)

2,126
1,964

1,830 1,830 1,830

8.257

Number of ATMs
increased to

2,126 units

GCG Score

Composite 2 Composite 2 Composite 2 Composite 2 Composite 2
“HEALTHY" "HEALTHY" “HEALTHY" “HEALTHY" “HEALTHY"

The Company again
won the GCG score
Composite 2

(2012055 206 2017 LD HEALTHY”
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SHARES HIGHLIGHTS

INITIAL PUBLIC OFFERING/IPO

The Company listed its initial shares on the Indonesia
Stock Exchange on December 17, 2009 by offering
2,360,057,000 shares of Series B shares or 27.08%
of the issued capital, with an offering price of Rp800
per share to the public. The achievement of the IPO
received a very good response from the public, which
was marked by oversubscribing as much as 2.04
times with proceeds value of Rp1.88 trillion. This was
awarded the “Best IPO in Indonesia 2009” from The
Asset magazine and “Mid Cap / IPO Deal of the Year
in Southeast Asia 2009” from the Alpha South Asia
Publisher (Hong Kong).

The summary of the Company’s Rights Issue transaction

LIMITED PUBLIC OFFERING | - RIGHTS
ISSUE

In 2012, the Company carried out corporate actions
in the form of Limited Public Offering | (PUT I) to the
Company’s shareholders in order to issue Preemptive
Rights (Rights) or Rights Issues with the aim of
strengthening the capital structure and also to increase
the number of public shares traded (floating shares).
This condition will increase the market capitalization
and liquidity of BBTN shares in the capital market as
well as to support credit growth, so that investors can
increase interest in investing more in BBTN shares.

is:

Type of Offer

HMETD

Number of Shares Offered

1,5612,857,500 Series B Shares

Nominal Value

IDR 500 (five hundred Rupiah)

Implementation Price

Rp1,235 (one thousand two hundred thirty five Rupiah)

Execution Period

August 2017 - January 2018

Shares Outstanding After Rights Issue

10,481,074,500 shares

Total Amount (Proceeds) Received

Rp1,868,379,012,500 (one trillion eight hundred sixty eight billion
three hundred seventy nine million twelve thousand five hundred
Rupiah)

Conversion Ratio

555,000 (five hundred fifty five thousand) Old Shares entitled to
94,943 (ninety four thousand nine hundred forty three) Rights

Ownership Dilution

14.61% (fourteen point six one percent) before the
implementation of MESOP and amounting to 16.49% (sixteen
point forty nine percent) after MESOP implementation

HMETD Trading Period

November 23-29, 2012

HMETD Implementation Period

November 23-29, 2012

Securities Listing Date at the Exchange

November 23, 2012

Listing Exchange

Indonesia Stock Exchange

Standby Buyer

PT Bahana Securities, PT Danareksa Sekuritas and PT Mandiri
Sekuritas
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INFORMATION ON PRICE, VOLUME AND CAPITALIZATION
OF THE COMPANY'’S SHARES 2017 - 2018

Highest Average daily trading

. Market Capitalization
Price volume

°"f§ﬁi’l‘f;"g (Rp) (stock lots) (Rp Million)
| 10,590,000,000 2,270 1,695 2,360 211,178 24,039,300

I 10,590,000,000 2,600 2,140 2,710 133,321 27,534,000

2o I 10,590,000,000 3,150 2,320 3,340 160,448 33,358,500
v 10,590,000,000 3,570 2,690 3,610 321,682 37,806,300

I 10,590,000,000 3,800 3,370 3,890 154,068 40,242,000

I 10,590,000,000 2,450 2,370 3,770 253,440 25,945,500

2018 i 10,590,000,000 2,630 2,110 2,920 435,016 27,851,700
v 10,590,000,000 2,540 2,010 2,820 331,937 26,898,600

Quarterly Shares Highlights

/32W,882

211,178
1333 160 448
2,540
' 2,450
Average daily trading

volume

@il (stock lots)

017 O Closing Price (Rp)
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INFORMATION FOR INVESTORS

AND SHAREHOLDERS

Throughout 2018, the performance of the domestic
capital market faced various challenges. This
is inseparable from the global macroeconomic
conditions, in which global economic growth slowed
down at the level of 3.6% (yoy). The slow down was
primarily due to the slowdown in the economic
growth of the United States (US), Europe, and China.
In line with the outlook of for slowing global economic
growth, uncertainties in the global financial market
started to diminish along with the decrease in the
US-China trade tension, complemented with the
expectation of a lower interest rate of the Federal
Funds Rate (FFR).

Some of these events contributed to the market
sentiment that influenced the performance of stock
indices in several countries during 2018. Most of the
global stock indices performance experienced an
annual decline, in which the Indonesian Composite
Index posted a decrease of 2.54% (yoy) to the level of
6,194.50 as of 31 December 2018. Despite the negative
performance, the Indonesian Composite Index was
still superior compared to several other global indices,
as evidenced in the following table:

1 India S&P BSE 34,056.83 36,068.33 5.91%
2 Argentina MERVAL Index 30,065.61 30,292.55 0.75%
3 Indonesia JCI Index 6,355.65 6,194.50 -2.54%
4 United States of DJI Index 24,719.22 23,327.46 -5.63%
America
5 Malaysia FBMKLCI Index 1,796.81 1,690.58 -5.91%
6 Australia AS30 Index 6,167.29 5,709.40 -7.42%
7 Vietnam VNINDEX Index 984.24 892.54 -9.32%
8 Singapore STl Index 3,402.92 3,068.76 -9.82%
9 Thailand SET Index 1,753.71 1,563.88 -10.82%
10 Japan NKY Index 22,764.94 20,014.77 -12.08%
1 England UKX Index 7,687.77 6,728.13 -12.48%
12 Philippines PSEi 8,558.42 7,466.02 -12.76%
13 Hong Kong HSI Index 29,919.15 25,845.70 -13.61%
14 South Korea KOSPI Index 2,467.49 2,041.04 -17.28%
15 Turkey XU100 Index 115,333.00 91,270.48 -20.86%
16 China SHCOMP Index 3,307.17 2,493.90 -24.59%
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Company Share Performance

JCl
(Rp)

7,000

6,500

6,000

5,500 N\ _/ \\AL™ AL

5,000

4,500

4,000 —
Dec ‘17  Jan ‘18 Feb’18 Mar‘18 Apr‘18 May‘18 Jun’18 Jul’18 Aug‘18 Sep‘18 Oct ‘18 Nov ‘18 Dec 18

JCI
Share Performance Indicators

. BBTN

Indicator 2017
Closing price (Rp) 3,570 2,540
Lowest price (Rp) 1,695 2,010
Highest price (Rp) 3,610 3,890
Average Daily Trading Volume (Stock Lot) 209,739 294,954
PE (x) 12.49 9.58
PBV (x) 1.75 1.13
Market Capitalization (Rp Million) 37,806,300 26,898,600
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CORPORATE ACTION 2018

In 2018 and 2017, the Company does not undertake corporate actions such as stock splits, reverse stock, stock
dividends, bonus shares, and changes in share nominal value.

OVERVIEW OF BONDS,
SUKUK OR CONVERTIBLE BONDS
INTHE LAST 2 (TWO) YEARS

BONDS INFORMATION

Bonds Nominal Issuance Maturity Coupon Matured/Not
(Rp Million) Date Date (%) Matured

BTN Bonds XIV Year 1,650,000 June June 10 10.250% | idAA+ idAA+ | Not Matured Indonesia

2010 11, 2010 11, 2020 Stock
Exchange

BTN Bonds XV Year 1,300,000 June June 10 9.500% | idAA+ idAA+ | Not Matured Indonesia

2011 28,2010 28, 2021 Stock
Exchange

Bank BTN Self- 2,000,000 June June 10 7.900% | idAA+ idAA+ | Not Matured Indonesia

Registered Bonds | 5,2010 5, 2022 Stock

Phase | Year 2012 Exchange

Bank BTN Self- 2,000,000 March March 10 7.900% | idAA+ idAA+ | Not Matured Indonesia

Registered Bonds | 27,2013 27,2023 Stock

Phase Il Year 2013 Exchange

Bank BTN Self- 800,000 July July 10 10.50% | idAA+ idAA+ | Not Matured Indonesia

Registered Bonds 08, 2015 08, 2025 Stock

Il Phase | Year 2015 Exchange

Series D

Bank BTN Self- 500,000 July July 5 9.875% | idAA+ idAA+ | Not Matured Indonesia

Registered Bonds 08, 2015 08, 2020 Stock

Il Phase | Year 2015 Exchange

Series B

Bank BTN Self- 800,000 July July 7 10.000% | idAA+ idAA+ | Not Matured Indonesia

Registered Bonds 08, 2015 08, 2022 Stock

Il Phase | Year 2015 Exchange

Series C

Bank BTN Self- 1,347,000 August August 3 8.200% | idAA+ idAA+ | Not Matured Indonesia

Registered Bonds 30, 2016 30, 2019 Stock

Il Phase | Year 2015 Exchange

Series A
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Bonds Nominal Issuance Maturity Coupon Matured/Not

(Rp Million) Date Date (%) Matured
Bank BTN Self- 1.653.000 August August 5 8,750% | idAA+  idAA+ | Not Matured Indonesia
Registered Bonds Il 30, 2016 30, 2021 Stock
Phase Il Year 2016 Exchange
Series B
Bank BTN Self- 1.466.000 July July 3 8,300% | idAA+ idAA+ | Not Matured Indonesia
Registered Bonds 13,2017 13, 2020 Stock
Ill Phase | Year 2017 Exchange
Series A
Bank BTN Self- 1.295.000 July July 5 8,5600% | idAA+ idAA+ | Not Matured Indonesia
Registered Bonds 13,2017 13, 2022 Stock
Ill Phase | Year 2017 Exchange
Series B
Bank BTN Self- 853.000 July July 7 8,700% | idAA+ idAA+ | Not Matured Indonesia
Registered Bonds 13, 2017 13, 2024 Stock
Ill Phase | Year 2017 Exchange
Series C
Bank BTN Self- 1.386.000 July July 10 8,900% | idAA+ idAA+ | Not Matured Indonesia
Registered Bonds 13, 2017 13, 2027 Stock
Ill Phase | Year 2017 Exchange
Series D
Total 17.050.000

INFORMATION ON SUKUK OR CONVERTIBLE BONDS THAT ARE STILL
OUTSTANDING IN THE LAST 2 (TWO) YEARS

The Company does not issue sukuk or convertible bonds that are still outstanding in the last 2 (two) years.
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EVENT HIGHLIGRTS 2018

In Cooperation with District Court, the
Company Launches e-Panjar Application

To simplify the judicial process in Indonesia,
the Company cooperates with the Cibinong
District Court to launch the e-Panjar application.
Through e-Panjar, the community can pay down
payment fees easily and practically. The court
can also calculate and manage down payment
costs more quickly, precisely, accurately, and
practically.

February

The Company Organizes BTN Mortgtech
Hackathon Competition

The Company continues its efforts to spur the
digital banking business line in accordance with
the Company’s digital transformation strategy to
support the One Million Houses Program. This
time, the Company supported by Daily Social
held a BTN Mortgtech (mortgage technology)
Hackathon.

30 2018 Annual Report
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Bank BTN Distributes Dividend

The Annual General meeting of Shareholder
2018 has decided to distribute dividends to
shareholders in the amount of 20% of the net
income in 2017, or Rp605.49 billion, from total
net income of Rp3.027 trillion. The remaining
80% amount as retained earnings will be used by
the Company for loan expansion and business
development.

In Supporting Education, The Company
Offers Single Digit Education Credits

The Company launched loans to meet
educational needs with a ceiling of up to Rp200
million and interest of only 6.5% flat for 5 years.
The loan was launched to support Government
policies in improving the quality of human
resources (HR) in Indonesia.
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PEMEABITAN KARTU ATMDERIT BTN GPN

EE!HE PEMBAYARAN NASIONAL

TCASH and THE COMPANY Reach
Customers Through Cellphones

TCASH, as Telkomsel's electronic money,
develops strategic cooperation with the
Company to reach more Indonesians to access
financial services through cellular phones.
The Company continues to make it simpler for
customers to access various banking products
so that more and more Indonesians become

Indulging Customers, The Company
Launches a Debit Card Bearing Garuda bankable.
Insignia

Subsequent to Bank Indonesia launching the
National Payment Gateway (GPN) at the end

of 2017, the Company fully supports the GPN

in the national banking system. The Company
anticipates that the presence of debit cards
bearing the GPN logo will not only create better
banking transactions for customers, but also
assist in a variety of government programs.

The Company and Grab Fulfill the Dream
of Thousands of Drivers to Own Homes

The Company and PT Indonesia Transportation
Solutions (Grab Indonesia) collaborated in
realizing the wishes of the GrabBike drivers to
own their dream home. This cooperation is one
of the synergies of the Company as an agent of
development to support the government goal
in achieving one million houses program for
informal sector workers with non-fixed income.

The Company Holds the e’Batarapos
Saving Roadshow

The Company cooperates with PT Pos Indonesia
(Persero) to expand financial inclusion to all
levels of society through e’Batarapos Savings
products. The savings product is targeted to
attract customers and boost the Company’s
Third-Party Funds by holding roadshows in a
number of provinces.
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EVENT HIGHLIGHTS 2018
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Aiming to Raise Foreign Funds, The
Company Launches Foreign Exchange
Savings

—

The Company officially launched a foreign
currency savings product in two currencies

as a strategic step to raise foreign funds and
increase the variety of products and services for
the Company’s customers. With this product,
the Company strives to meet the needs of the
community in saving, transacting, and investing
in foreign currencies.

Supporting the Development of the Maja
Region, the Company Disburses Loans to
Civil Servants in Lebak

In supporting the success of the One Million
Houses Program, the Company partnered with
the Lebak District Government Corps and

PT Bintang Energi Lestari to provide housing for
nearly 10,000 Lebak Regency Government Civil
Servants, Maja in Lebak Regency, Banten.

The Company Won The Best Bank
Title In 2018

This title was achieved for the success of the
Company'’s leap in assets over the past six years
and rated as the 5th largest bank in terms of
assets. Various transformations will continue in
making the Company as a global player by 2025.

The Company as the Most Profitable
Buku 3 Bank

The Company is recognized as the most
profitable Commercial Business Activity (BUKU)
3 The recognition was given with the title as The
Best Public Companies based on 2018 Wealth
Added Index (WAI) for the banking category.
The Company’s shares are again included in

the ranks of the most liquid stocks in the capital
market or the LQ45 index.
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Seizing Discounted FLPP Funding, the
Company Aims at Distributing Prosperous
Home Ownership Loans

The Company signed a Tripartite Cooperation
Agreement between the Central Housing

and Public Housing Ministry’s Housing Fund
Management Center (PPDPP) and PT Sarana
Multigriya Finansial (SMF) regarding the
distribution of Prosperous Mortgages or
commonly called Subsidized Mortgages under
the Housing Financing Liquidity Facility (FLPP)
scheme.

The Company Socializes the Use of
Fintech in Islamic Boarding Schools

With the addition of features that enable
transaction services, the Company continues to
support the development of fintech applications
in Islamic Boarding Schools. The development
of fintech applications by students of Islamic
boarding schools is expected to truly be able

to answer the needs of banking services in
accordance with Islamic law.

Promoting for the Success of One Million
Housing Program, the Company Organizes
2018 BTN Property Award

The Company again held an award event titled
BTN Property Award 2018. The appreciation
event for property developers in Indonesia was
held to continue to spur the spirit of synergy
among developers especially in supporting the
success of the One Million Houses Program.

The Company Restructures Earthquake
Victims’ Loans in Lombok

To ease the burden of the earthquake victims
in West Nusa Tenggara, the Company made

it easier for debtors to restructure their loans.
The Company’s measures are follow-up to the
directive and appeal of the Financial Services
Authority (OJK) to give special treatment to
debtors affected by the earthquake in the
Province of West Nusa Tenggara (NTB).
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EVENT HIGHLIGHTS 2018

In Reinforcing the Development of Airport
Infrastructure in Indonesia, the Company
Disburses Loans of Rp 1 Trillion to Apii

The Company disbursed corporate loans worth
Rp1 trillion to PT Angkasa Pura Il (Persero). The
funding was given to foster the development
of AP ll-owned airports while simultaneously
supporting the synergy of State-Owned
Enterprises (SOEs) and refining the Company’s
business performance.

September

Bank BTN Increases Retail Deposits
Through e’Batarapos Savings

e’'Batarapos has complete banking facilities

and a profitable business, including being

able to transact on Saturdays and Sundays,
making deposits and withdrawals at all BTN
Bank outlets, Post Offices and at the wide ATM
machine network, making transactions in mobile
banking, acquiring ATM cards with Visa logos,
and avoiding fees on accounts with balances
above 1 million Rupiah.
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September

Company Launches BTN House Price Index
(BTN HPI)

The rapid growth in residential demand and
development of residential areas has prompted
the Company to release a house price index
(HPI) to become a reference for stakeholders
in the property sector in investing. The HPI
formulated by the Housing Finance Center
(HFC) research team of the Company provides
a more detailed depiction of the trend of more
accurate house price growth with the matched
sales method using data on BTN mortgage
distribution in all regions in Indonesia.

Micro Home Ownership Loans for Mbr
with the ABCG Scheme Tested in Central
Java

The Company together with the Public Works
Ministry of Public Housing (PUPR), National
Land Agency, Kendal Regency Government and
Diponegoro University (UNDIP) synergized in
facilitating Low-Income Communities (MBR) that
have not received funding from the Bank to own
a house under Micro Housing Loan scheme.
Academy-Business-Community Government,

or ABCG, promotes the development of
community-based self-assisted housing needs.
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The Company Launches a Special
Millennial Mortgage Program Called KPR
Gaesss !!

Not wanting to miss the opportunity in seizing
the millennial market niche, the Company
released a new mortgage program called “KPR
Gaeesss!”. KPR Gaeesss provides convenience,
from the initial submission of applications

for Home Ownership Loans or Apartment
Ownership Loans, to affordable down payment,
provision fees and administration.

The Company Prepares a Credit
Restructuring Scheme for Victims of
the Earthquake and Tsunami in Central
Sulawesi

The Company developed a credit restructuring
scheme for debtors affected by natural disasters.
The Company is extremely concerned about the
condition of those affected by the earthquake

in Central Sulawesi, especially the debtors, and
therefore the Company plans to launch a credit
restructuring paying attention to the physical
and psychological conditions of the customers
as well as the forecast of Central Sulawesi so as
not to burden them further.

October

The Company Successfully Auctioned
563 Confiscated Houses Through the BTN
Housing Portal

Since it was first launched on February 9,

2018, the volume of those interested in

houses for auction from the Company’s www.
rumahmurahbtn.co.id portal has increased.
Collateral auctions from non-performing House
Ownership Loans or Apartment Ownership
Loans is one of the Company’s efforts to
restructure its non-performing loans through
the housing portal that more effectively appeals
interested parties.

K MOTA KENEFANGMAN

Thousands of Athletes Under the
Indonesian Olympic Committee (KOI)
Received BTN Home Ownership Loans

In line with the commitment to the success of
the One Million Houses Program and supporting
the welfare of national athletes, the Company
collaborated with the Indonesian Olympic
Committee (KOI). Through this partnership,
administrators, members and thousands of
national athletes under the auspices of KOI can
own a house with attractive and affordable loan
schemes.

2018 Annual Report 35
PT Bank Tabungan Negara (Persero) Tbk.



EVENT HIGHLIGHTS 2018

Bank BTN Supports Digital Economy
Development

Joko Widodo, President of the Republic of
Indonesia, accompanied by the President
Director of the Company visited a start up
exhibition, BTN Digital Start Up Connect 2018,
at Balai Kartini, Jakarta. The Company’s support
fro digital economy is shown by its collaboration

Cooperating with Notaries Throughout with start ups in Indonesia, such as Plug N Play
Indonesia, The Company Improved Credit Indonesia, and looking out for start ups that
Quality are ready to become the Company’s strategic
partners in digital transformation. In line with
In refining the Company’s credit quality, the ongoing digital banking transformation, the
especially in securing credit portfolios as assets, Company is optimistic that this collaboration
the Company collaborates with the Central will support the corporate business in
Notary Association of Indonesia (PP-INI). The developing e-commerce and fintech-based
strategic partnership with PP-INI was formed to banking businesses.

secure land deed credit document in accordance
with applicable regulations.

November

42" KPR Anniversary, the Company Invites
Millennials to Actively Participate

Basuki Hadimuljono, Minister of Public Works
and Public Housing, along with Maryono,
President Director of Bank BTN, welcomed

. c millennials at the 42nd Spirit of BTN KPR event
The Company Cooperates with Bluebird to titled Growing with Millennials in Jakarta,

Finance Home Ownership for Taxi Drivers Monday (10/12). The 42nd KPR anniversary

and its Employees was a momentum for the Company to invite
millennials to play an active role not only as
an object but also the subject of the property
business going forward mainly to be an
innovator and accelerator of the one million
house program. For 42 years the Company
contributed to the public housing program by
realizing the KPR to finance nearly 5 million
housing units in Indonesia.

As part of its efforts to continue to better the
welfare of drivers and employees, Bluebird
has collaborated with the Company on

home ownership financing programs. In this
collaboration, the Company is committed to
provide Home Ownership financing, whether
Subsidized Mortgages or Non-Subsidized
Mortgages for employees and Bluebird drivers
having met the requirements set by Bluebird
and the Company.
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AWARDS

INTERNATIONA

Gold Award

From League of American
Communication Professionals 2017
Vision Awards July 16, 2018

Top 10 Indonesian Reports of 2017
From League of American
Communication Professionals 2017
Vision Awards July 16, 2018

Best Report Financials: Silver
From League of American
Communication Professionals 2017
Vision Awards July 16, 2018

Top 80 Reports Asia - Pasific Region e Top 100 Reports Worldwide e The 11t Ranking Of Indonesia The

From League of American From League of American Best Public Companies Based On

Communication Professionals 2017 Communication Professionals 2017 Wai™ (Overall) 2018

Vision Awards July 16, 2018 Vision Awards July 16, 2018 From Swa Magazine Asean Best
Public Companies July 26, 2018

TOP 50 ASEAN PLCs (TOP 31-50) ° TOP 3 PLCs (Indonesia)

From the ASEAN Capital Markets From the ASEAN Capital Markets
Forum ASEAN Corporate Governance Forum ASEAN Corporate Governance
Awards November 21, 2018 Awards November 21, 2018

The 5" Ranking Of Indonesia The Best
Public Companies Based On Wai™
2018 Industry Category : Banks

From Swa Magazine Asean Best
Public Companies July 26, 2018

Best CEO category SOE’'S Bank ° The Best Company in Asia & Turkey e Gold Awards in Corporate

Public Company in Asia & Turkey 2018 category SOE’S Public Governance and Investor Relations
From Perbanas, Economic Review, Company - Bank From The Asset The Asset Corporate
International Business School, From Perbanas, Economic Review, Award 2018 December 10, 2018
Indonesia-Asia Institute Human International Business School, Indonesia-

Development for Corporate Asia Institute Human Development for

Transformation Indonesia - Turkey Corporate Transformation Indonesia

Global Leaders Award 2018 November - 2018 Turkey Global Leaders Award

24,2018 November 24, 2018

Winner in the category Public Risk 0 Runner Up in the category GRC
Award Award

From ERMA (Enterprise Risk From ERMA (Enterprise Risk
Management Academy) ASEAN Risk Management Academy) ASEAN Risk
Award 2018 December 6, 2018 Award 2018 December 6, 2018
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AWARDS

From Sindo Newspaper
2017 CSR Appreciation
January 25, 2018

From Warta Ekonomi
Winner of Financial Indonesia 2018
March 29, 2018

From Bumntrack
Mental Revolution Award
April 25,2018

From the Economic Review &
Indonesia-Asia Institute Human
Development for Corporate
Transformation Indonesia Human
Capital Award - IV - 2018

May 30, 2018
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From the Mens Obsession
Obsession Award
March 22, 2018

From Warta Ekonomi
Winner of Financial Indonesia 2018
March 29, 2018

From Bisnis Indonesia
Bisnis Indonesia Award 2018
May 7, 2018

From Infobank & MRI

15th Banking Service Excellence
Awards 2018

June 5, 2018

From Warta Ekonomi
Winner of Financial Indonesia 2018
March 29, 2018

From Bumntrack
Mental Revolution Award
April 25,2018

From Investor Magazine 2018 Investor
Award - 100 Best Listed Companies
2018 May 14, 2018

From Infobank & MRI

15th Banking Service Excellence
Awards 2018

June 5, 2018
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Management Discussion and Analysis Audited Financial Statements

15t Best ATM Center Commercial Bank Q 2"4Best Telephone Sharia Business @ 34 Best Telephone Commercial Bank

From Infobank & MRI Unit (UUS) From Infobank & MRI
15th Banking Service Excellence From Infobank & MRI 15" Banking Service Excellence
Awards 2018, June 5, 2018 15" Banking Service Excellence Awards 2018, June 5, 2018
Awards 2018, June 5, 2018

G 4* Best Walk-In Channel Commercial 0 6 Best Overall Performance @ Best Bank 2018 - Category of
Bank Commercial Bank Commercial Banks with Core Capital
From Infobank & MRI From Infobank & MRI of Rp5 Trillion — Rp30 trillion
15" Banking Service Excellence 15% Banking Service Excellence From Investor Magazine
Awards 2018, June 5, 2018 Awards 2018, June 5, 2018 Investor Awards Best Bank 2018

June 29, 2018

@ BTN SYARIAH CATEGORY Sharia @ 15t Winner of BUMN Tbk Best 9 Best Ceo Driving Execution
Banking for Achieving Exceptional Corporate Governance (GCG) From BUMN Track
Total Service Quality Satisfaction Category 7" Anugerah BUMN Award
Based on Customer Perception survey From BUMN Track August 9, 2018
SQindex 2018 7t Anugerah BUMN Award
From Carre Service Quality Monitoring August 9, 2018

Indonesia Service Quality Award, SQ
Diamond Award 2018, August 2, 2018

e Winner of the 1st Best Talent @ The Bank with “Very Good” Predicate The Bank with “Very Good”
Development Category for Financial Performance during 2017 Predicate for Financial Performance
From BUMN Track From Infobank 2008 - 2017
7t Anugerah BUMN Award 23" linfobank Awards 2018 From Infobank
August 9, 2018 August 14, 2018 23" Infobank Awards 2018

August 14, 2018
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From Warta Ekonomi
Indonesia Corporate PR Award 2018
August 24, 2018

From Infobank
9th BUMN Awards 2018
September 26, 2018

From Infobank
7th Sharia Awards 2018
September 26, 2018

From the Ministry of BUMN
BUMN Hadir Untuk Negeri Award
2017

October 29, 2018
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From Warta Ekonomi
Indonesia Corporate PR Award 2018
August 24, 2018

From Infobank
7th Sharia Awards 2018
September 26, 2018

From Tempo Media Group &
Indonesia Banking School
Indonesia Banking Award 2018
September 26, 2018

From the Ministry of BUMN
BUMN Hadir Untuk Negeri Award
2017

October 29, 2018

From Infobank
9th BUMN Awards 2018
September 26, 2018

From Infobank
7th Sharia Awards 2018
September 26, 2018

From SWA
Living Legends Companies 2018
October 11, 2018

From SWA & NBO Group

Indonesian Best Company in Creating
Leaders from Within 2018

October 31, 2018



From Republika
Syariah Republika Award 2018
November 8, 2018

From Warta Ekonomi
Indonesia’s appreciation for BUMN
November 23, 2018

From Warta Ekonomi
Indonesia’s appreciation for BUMN
November 23, 2018

From SWA
The Best CEO 2018
November 29, 2018

e Highlights 2018

From Economic Review
Indonesian Banking Award - VI 2018
November 19, 2018

From Warta Ekonomi
Indonesia’s appreciation for BUMN
November 23, 2018

From Warta Ekonomi
Indonesia’s appreciation for BUMN
November 23, 2018

From Warta Ekonomi
Indonesia Best Banking Award 2018
30 November 2018

From Property & Bank, Property

& Financial Journalists Alliance,
MyHomes.tv Indonesia Property &
Bank Award 2018, November 21, 2018

From Warta Ekonomi
Indonesia’s appreciation for BUMN
November 23, 2018

From Forbes Indonesia
The 8th Annual Best of the Best
Awards 2018, November 29, 2018

From the KPK

World Anti-Corruption Day Gratuity
Award (HAKORDIA) 2018
December 5, 2018
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From
December 6, 2018

From

IT Works TOP IT 2018

the Indonesian Institute of

Corporate Directorship The 10th IICD
Corporate Governance Conference
& Award

December 10, 2018
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From IT Works TOP IT 2018
December 6, 2018

From the Indonesian Institute of
Corporate Directorship The 10th IICD
Corporate Governance Conference
& Award

December 10, 2018

From ERMA (Enterprise Risk
Management Academy)
ASEAN Risk Award 2018
December 6, 2018

From IICG & SWA Good Corporate
Governance Award 2018
December 19, 2018
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/

CERTIFICATIONS

1ISO 9001:2015 ISO 9001:2015

Compliance Assurance from SGS Non Subsidized Mortgage Processing
Received by Compliance & Governance Division (KPR & KPA Ready Stock) wich include the
Valid until October 19, 2021 process of loan application initial data entry,

loan document checking, loan approval &
disbursement from SGS

Received by Non Subsidized Mortgage &
Consumer Lending Division

Valid until January 6, 2021

1ISO 9001:2015 ° 1ISO 9001:2015

Internal Audit Services (General, Syariah & IT Risk Management Services from SGS
Audits) from SGS Received by Risk Management Division
Received by the Internal Audit Division Valid until August 6, 2021

Valid until August 11, 2020
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REPORT OF THE BOARD
OF COMMISSIONERS

I Wayan Agus Mertayasa




The Company has implemented
comprehensive risk
management at the levels

of strategic, business, and
operations. At the strategic
level, risk management is
carried out through periodic
risk appetite & risk tolerance
monitoring. At the business
level, risk management is
carried out by strengthening
aspects of the four eyes
principle in the credit business
process and optimizing credit
scoring as a decision tool for
credit with certain ceiling
segments.

Highlights 2018 Business Support

e Management Report Good Corporate Governance
Company Profile Corporate Social Responsibility
Management Discussion and Analysis Audited Financial Statements

First of all, allow the Board of Commissioners to express its
gratitude to God Almighty for the success of the Company in
continuing its transformation and building growth momentum.

Throughout 2018, the Board of Commissioners carried out its
supervision thoroughly, responsibly, and with good intentions.
The supervision was also conducted independently, guided by
the Company’s Work Plan and Budget, Bank Business Plans
and Blueprint for Long-term Development Strategy that are in
accordance with the Bank’s prudential principles, implementation
of risk management, and good corporate governance principles
as stipulated in the Company’s Articles of Association and
applicable laws and regulations.

This report from the Board of Commissioners contains the
perspectives of the Board of Commissioners regarding the
evaluation of the performance of the Board of Directors in
2018, supervision of the implementation of strategic policies,
implementation of corporate governance, and the Company’s
future steps.

Macro Economy in 2018

Recovery of the global economy in 2017 turned out to be
restrained in 2018. The global economy grew steadily by 3.7%
(yoy) throughout the 2017-2018 period. Economic growth was
driven by the strong growth of the United States (US) economy,
whichincreasedfrom 2.2%in20171t02.9%in 2018 dueto aboostin
fiscal policy from the US President. Along with the improvement
in the US economy and The Fed’s monetary policy to increase its
interest rates, the US dollar continued to strengthen which, on
the other hand, caused the Rupiah to depreciate. This led to the
outflow of global funds from developing countries, causing the
emergence of uncertainty in world financial markets.

In the midst of this uncertainty the economic condition in
Indonesia was generally still quite good as indicated by an
economic growth rate of 5.17% in 2018, with inflation rate stable
at 3.13%. However, due to the weakening of the Rupiah because
of outflow of foreign funds from Indonesia, Bank Indonesia (Bl)
adopted a pre-emptive, front-loading and ahead of the curve
monetary policy by raising the benchmark interest rate by 175
bps throughout 2018. This policy proved sufficient to support the

Total loan and financing grew by 19.48% from

natin 7o TTOT stability of the Rupiah in the second half of 2018.
Rp198.99 trillion in 2017 to Rp237.76 trillion in 2018
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In the midst of rising interest rates, the intermediary
function of the banking system throughout 2018
continued to improve which was indicated by
continued growth in bank loans. Loans in the domestic
banking industry grew 11.75% (yoy) to Rp5,294.88
trillion.

On the other hand, up to the end of 2018, the Company
was able to disburse total loans and financing that
grew by 19.48% from Rp198.99 trillion in 2017 to
Rp237.76 trillion in 2018. The Company’s TPF increased
by 19.41% to Rp229,83 trillion from Rp192.47 trillion.
This increased the Company’s assets by 17.24% (yoy)
to Rp306.44 trillion, compared to the position in 2017,
which amounted to Rp261.37 trillion.

Rising interest rates are certainly a challenge for banks
as they face rising operational costs. As a result, the
banking industry’s Net Interest Margin (NIM) was
corrected from 5.32% at the end of 2017 to 5.14% at
the end of 2018. Nevertheless, Indonesian banks were
still in a strong position as indicated by the Capital
Adequacy Ratio (CAR) of 22.97 % and Return on Assets
(ROA) which remained stable at 2.55%.

Assessment of Board of Directors
Performance in 2018

2018 was a year full of challenges and opportunities
for the Company. The challenges included limited
recovery of global and domestic economic conditions,
resulting in tight bank liquidity and increasing interest
rates. The growth of the financial technology industry,
which undermined the market share of transactional
banking to some extent, certainly had an impact on
the national banking industry, including the Company.
However, the Company, as a bank that focuses on
housing loans and housing financing has enjoyed
relatively larger market opportunities, due to a large
housing backlog in Indonesia.

Having to face challenging conditions, the Company
remains committed to continue to grow and
strengthen its prudential aspects of business. This is
apparent in the impressive business achievements of
2018. Based on the 2018 audited financial statements,
the assets of the Company have increased from
Rp45.07 trillion (17.24% yoy) to Rp306.44 trillion,
placing the Company in the position as the 5th largest
bank in Indonesia. With consistent loan growth
above average industry growth and the Company’s
dominant market position in the housing sector, the
Company has shown real support in strengthening the
development of the national housing sector. In 2018,
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the Company'’s loans grew by Rp38.77 trillion (19.48%
yoy) to Rp237.76 trillion, higher than the national loan
growth of 11.75%. At a time when the banking industry
faced the challenge of tight liquidity, the Company’s
third party funds grew to balance its loan growth, by
Rp37.36 trillion (19.41% yoy) to reach Rp229.83 trillion.
The Company'’s profitability was relatively secured as
indicated by the NIM ratio of 4.32% in 2018, at a time
of quite aggressive benchmark interest rate increase.
Also, the Company continued to focus on increasing
fee-based income growth as an initiative to improve
profitability. In 2018, the Company'’s fee based income
managed to grow by 29.40% to Rp2.06 trillion.

The Company’s gross NPL ratio in 2018 was 2.82%,
increasing from those in 2017, as was the net NPL ratio
thatincreasedto 1.83% from 1.66% in the previous year.
In addition, the Company’s Capital Adequacy Ratio in
2018 reached 18.21%, which exceeded the minimum
capital adequacy provisions. In preparation for the
implementation of SFAS 71 in 2020, the Company
has prepared itself by strengthening the coverage
ratio for the current year. In view of this strategy, the
Company’s profits, initially set at Rp3.80 trillion, were
realized at Rp2.81 trillion in 2018.

In terms of liquidity management, the Board of
Commissioners has noticed that the management
team has prioritized prudential principles in balancing
short-term funding needs with long-term lending,
especially for housing loans. To that end, the Board
of Commissioners supports the efforts made by the
Board of Directors in meeting funding needs, both
through increasing low-cost funds and wholesale
funding (issuance of securities and loans) that were
conducted throughout 2018.

The achievement of a good performance is indicated
by a strong mortgage market share which remains
dominant in the Subsidy and Low Income Community
(MBR) segment. In September 2018, the Company’s
mortgage market share was 38% with the mortgage
market share in the subsidy segment reaching 94%.
This increase in market share is in line with the
Company’s contribution to the “one million houses”
program that continues to gather momentum. The
Company has realized financing of approximately
757 thousand housing units throughout Indonesia,
improving the process towards an excellent
performance and a positive accomplishment. This is
reflected in the consistent increase in scores in the
KPKU band revealing an ongoing upward trend from
“emerging industry leader” to “industry leader.”



In addition, the Board of Commissioners supports the
implementation of sustainable transformation by the
Board of Directors as an effort to deal with challenges
and opportunities in the banking industry, improve the
Company’s competitive advantage, improve efficiency
and optimize banking operations to meet growing
customer expectations. One of the main focus points
is the execution of the digital banking transformation
initiative and the efforts to be made in implementing
the digital ecosystem for the Company. The Board of
Commissioners has also confirmed that the Board
of Directors was able to strengthen the Company’s
core business in the housing sector and expand the
construction value chain to support increased housing

supply.

Supervision of the Board of Directors
Strategic Policy Implementation

The Board of Commissioners, in carrying out its
supervision in 2018, has proffered sufficient advice
to the Board of Directors including advice on aspects
of the Company’s business development, continued
transformation, implementation of good corporate
governance, implementation of risk management,
application of the Bank’s prudential principles,
improvement of internal controls, strengthening the
organization and improving the quality of human
resources, as well as deepening the internalization
of corporate culture. Suggestions and advice from
the Board of Commissioners ,as stated above, is the
output from the results of the Board of Commissioners
internal meetings, the Board of Commissioners
internal meetings with the Committees of the Board
of Commissioners, and joint meetings between the
Board of Commissioners and the Board of Directors.
During 2018, the Board of Commissioners conducted
46 internal Board of Commissioners meetings, as well
as 36 joint meetings with the Board of Directors.

Overview of the Company’s Business
Prospects

The development of the domestic economy from
year to year has been followed by an increase in the
banking intermediary function. The Company’s loan
distribution is predicted to continuously grow in line
with the large housing backlog, especially for low-
income communities. The Company’s recognized
experience and expertise in the housing finance
business, as well as Government support through
the Housing Financing Liquidity Facility (FLPP)
program, Interest-Subsidized Loans (SSB), cash
advance assistance, and LTV relaxation policy by Bank
Indonesia, are all future development opportunities.

e Management Report

In pursuing these opportunities, the Board of

Commissioners continue to strongly advises the

Board of Directors to:

1. Focus on housing and housing-related financing.

2. Implement business processes, so that they
constantly rely on the Bank’s prudential principles,
implementation of sound risk management, and
good corporate governance (GCG).

The Board of Commissioners emphasizes
improvements to implementation, considering
that there are still a number of deviations from the
applicable provisions, such as weaknesses in internal
control, less than optimal supervision, and anticipation
of the application of SFAS-71.

Implementation of Corporate Governance
The Company continues to show a strong commitment
to consistently implement GCG, and set the principles
of GCG as an operational basis for all activities. The
Board of Commissioners supports the Company to
remain focused on strengthening good governance
systems by following the governance standards
issued by regulators in Indonesia, and the governance
standards set by the Asian Corporate Governance
Scorecard for the realization of superior and highly
competitive governance.

The Company has also implemented a governance
upgrading capability, which is demonstrated by
the implementation of Integrated Governance Risk
Compliance (iGRC). The implementation of iGRC is
expected to create coordination among controlling
and optimizing functions towards more effective and
efficient processes.

The Board of Commissioners also appreciates the
performance of the Board of Directors which has
worked hard to implement GCG in every aspect of
business operations and has won several awards.
Recognition of the implementation of Corporate
Governance is reflected in receiving several awards
in the field of Good Corporate Governance (GCG)
from both the Regional (ASEAN) and national levels.
The Company’s corporate governance awards
are presented by regulators (Financial Services
Authority/OJK) and independent institutions with
expertise in GCG, namely the Indonesian Institute
for Corporate Directorship (IICD) and The Indonesian
Institute for Corporate Governance (IICG). Based
on the assessment criteria from the OJK in the self-
assessment governance category for the first semester
of 2018, the Company received a rating of 2 or “Good,”
which reflects proper implementation of the Company
good governance.
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GCG implementation was in line with best practices
throughout 2018, resulting in an excellent financial
performance and recognition of external parties in
the form of various awards for governance (GCG) at
both national and international level, including Top
50 ASEAN PLC’s and Top 3 PLC’s in Indonesia at the
ASEAN CG Scorecard in Kuala Lumpur on November
21, 2018, the award of “Best Overall from Top 50
Large Capitalization PLCs at the 10th 1ICD Corporate
Governance Award event held by IICD on December
11, 2018 in Jakarta. Additionally, in managing the
company, Bank BTN always prioritizes ethics and
integrity. The Company has implemented the Gratuity
Control System in collaboration with the KPK in
controlling the practice of gratuity and bribery in the
work place. Coinciding with the commemoration of
the World Anti-Corruption Day held by the KPK, Bank
BTN received an award as the BUMN / BUMD with the
Best Gratuity Control System of 2018.

Assessment of the Performance

of Committees under the Board

of Commissioners

In order to support the effectiveness of the
implementation of its duties and responsibilities, the
Board of Commissioners is supported by the following
organs: the Audit Committee, the Risk Monitoring
Committee, and the Remuneration and Nomination
Committee.

The Board of Commissioners considers that,
throughout 2018, the committees under the Board
of Commissioners carried out their duties and
responsibilities properly. The Audit Committee
monitored and evaluated the planning and
implementation of audits, as well as conducting follow-
up of audit results in order to assess the adequacy
of internal controls. The Risk Monitoring Committee
conducted evaluations related to self- assessment
of the Bank’s risk profile, adequacy of competency
and implementation of risk management, reviewed
and provided overviews on credit and financing,
as recommended by the Board of Directors to the
Board of Commissioners, and provision of related-
party funds that required Board of Commissioners
approval. The Remuneration and Nomination
Committee assisted the Board of Commissioners in
reviewing the adequacy of the system and the amount
of remuneration for the Board of Directors and Board
of Commissioners, reviewed prospective members of
the Board of Directors and Board of Commissioners
to be proposed by the Board of Commissioners at the
General Meeting of Directors and Commissioners, as
well as reviewing the prospective Head of the Internal
Audit Division and Head of the Corporate Secretary
Division.
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Whistleblowing Reporting System

In the Company’s Whistleblowing System (WBS), the
Board of Commissioners also reviewed the adequacy
of WBS implementation. During 2018, the Board
of Commissioners consistently ensured that WBS
reports received priority attention and were followed
up properly by the Board of Directors. The Board of
Commissioners reported that 112 complaints were
submitted through the WBS system, consisting of 11
complaints via Letter /PO BOX, 30 direct complaints via
SMS and mobile phone calls , and 71 complaints via
email. Of these complaints, 106 were settled without
a clarification audit and/or special audit process and
6 complaints were forwarded to a special audit and/or
clarification audit process.

Risk Management and Internal Control

In 2018, the Company implemented a satisfactory risk
management structure in accordance with regulations
issued by the Financial Services Authority (OJK). The
Board of Commissioners constantly emphasized that
the Board of Directors should continue to be consistent
in implementing good risk management practices
and improving the Bank’s Internal Control. Based
on the results of the 2018 risk self-assessment, the
Company’s composite risk was in the low to moderate
risk category.

The Company has implemented wide-ranging and
comprehensive risk management at the strategic,
business, and operational levels. At the strategic level,
risk management was carried out through periodic
monitoring of risk appetite & risk tolerance profiles. At
the business level, risk management was carried out by
strengthening aspects of the four eyes principle in the
credit business process and optimizing credit scoring
as a decision tool for credit with certain ceilings and
segments. Furthermore, risk management at operational
level is carried out by strengthening compliance aspects
and implementing risk management tools in all work
units such as Risk Control Self Assessment (RCSA) and
BTN Loss Event Database (BTN LED) so that work unit
risk profiles can be mapped comprehensively and can
be used as consideration in the Company’s strategic
decision making process.

An effective internal control system is an important
component in the Bank’s management and is the basis
for sound and secure Bank operations. The Board
of Commissioners also supervised the consistent
implementation of the Company’s internal control
system to safeguard assets, ensure reliable financial



and managerial reporting, enhance the Company’s
compliance with applicable laws and regulations, and
reduce the risk of losses, irregularities and violations
of prudential aspects. In doing so, the Board of
Commissioners also strengthened existing oversight
mechanisms, implemented accountability, and
oversaw the implementation of a culture of internal
control at all levels of the organization in the Company.

Implementation of Corporate Social
Responsibility

Throughout 2018, the Board of Commissioners noted
that the Company’s Corporate Social Responsibility
(CSR) activities had run very well. The Company’s
social and community development programs cover
the fields of education, health, economy, society and
culture, religion and the environment. The programs
were carried out based on careful and responsible
planning, in line with the Company’s CSR policies. The
programs consistently pay attention to community
needs and are expected to generate increased
benefits for stakeholders. In 2018, the Company spent
Rp5.18 billion on social and community development
programs, covering the fields of economy, arts
and culture, sports, education, health, facilities and
infrastructure, religion, and natural conservation.

Changes in the Composition of the Board
of Commissioners

Based on the Annual General Meeting of Shareholders
on March 23, 2018, the Company appointed 1 (one)
Commissioner namely Mr. Parman Nataatmadja as
Commissioner of the Company. Based on this decision
of the 2018 Annual GMS, the composition of the
Company’s Board of Commissioners membership in
2018 was as follows:

e Management Report

President Commissioner/
Independent Commissioner

| Wayan Agus Mertayasa

Independent Commissioner

Kamaruddin Sjam

Independent Commissioner

Arie Coerniadi

Independent Commissioner

Lucky Fathul Aziz Hadibrata

Independent Commissioner

Garuda Wiko

Non Independent Commissioner Iman Sugema

Non Independent Commissioner Maurin Sitorus

Non Independent Commissioner Sumiyati

Non Independent Commissioner Parman Nataatmadja*

*) Effective after obtaining the OJK approval on the fit and proper test

Appreciation

The Board of Commissioners, through this report, once
again expresses its high appreciation and gratitude
to the Board of Directors and all of the Company’s
organizational staff for their hard work, dedication
and commitment throughout 2018 and previous
years, with hopes that dedication, commitment and
professionalism can be maintained in the coming
years, and can be improved for the good of the
Company in an effort to achieve the Company’s vision
and mission.

The Board of Commissioners would also like to convey
itsthanks and appreciation to shareholders, customers,
business partners and all other stakeholders for the
support that has been given to the Company during
2018.

The Board of Commissioners believes that with the
support of all parties, the Company will be able to
become the leading and trusted Bank in facilitating the
housing sector and family financial services.

On Behalf of the Board of Commissioners
Jakarta, April 2019

| Wayan Agus Mertayasa

President Commissioner/Independent Commissioner
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During this rather challenging economic condition, the Company managed to maintain growth with
increasingly strong financial fundamentals. This is evidenced by the Company’s strategic role'in the
national housing sector and the success it has achieved in improving its competitive positioninthe
banking industry. This success resulted from the transformation in the digital banking periodtha
the Bank has been implementing since 2015.

Efforts to financial fundamentals to prepare for the imminent implementation of PSAK71wa
one of the Company’s key focuses. The Company has laid a focus on more prudent businessip
governance and efforts to increase the coverage ratio in 2018, in order to maintain soundfi
fundamentals and ensure sustainable growth in the years to come.

Doy Chaseboldery and
: (aketoldess,

On this fine occasion, please allow us to present the Company’s
Management Report for fiscal 2018. In general, the Company
delivered excellent results during the year. The results were

o achieved in both financial and non-financial terms despite
the insignificant recovery process in the global and domestic

THE MACROECONOMIC AND BANKING

In 2018, the Company posted total assets of
Rp306.44 trillion, a growth of 17.24% from INDUSTRY IN 2018

Rp261.37 trillion in 2017.
The persistent volatility in financial markets and the onset of

world trade tension certainly affected global economic growth in
2018. In the April 2019 World Economic Outlook, the IMF stated

that strong economic growth was seen in 2017 with the trend
0/ continuing until the first half of 2018. However, this positive
[ | o trend was reversed in the second half of 2018, since world

Our loan and financing portfolios amounted to economic activities, particularly in developed economies, were
Rp237.76 trillion, up 19.48% from the previous beginning to slowdown. After a high 3.8%(yoy) in 2017, world
position at Rp198.99 trillion. economic growth slowed to 3.6%(yoy) in 2018. The slowdown
was chiefly attributable to global exposure to higher risks, due

to the normalization in monetary policy elected by the US, which
caused tightening liquidity across the globe, leading to heated
trade conflicts and escalated geopolitics.
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Meanwhile, the global financial sector was faced with
challenges that came in the form of Vulnerability,
Uncertainty, Complexity and Ambiguity (VUCA),
driven by changes in fiscal and monetary policies,
especially those impelented in the US.

Amidst the global economic turmoil, Indonesia
showed its ability to maintain healthy economic
fundamentals as can be seen in its stable economic
growth. The country saw its economy grew by 5.17%
(yoy) for the full fiscal year 2018. This growth was
higher than the corresponding figure of 5.07% in 2017.
Factors that helped sustain this positive trend included
stable consumption, increased investments, and
larger government spending. Controlled inflation was
another contributing factor to sustained consumption.

In the meantime, global volatility and uncertainty
also put pressure on Indonesia’s financial sector.
Foreign capital flight from the country, especially
from the capital market, drove IDX’s JCI downward
throughout 2018. This was in line with a weakening
trend experienced by nearly all economies across the
globe as a result of increased global uncertainty.

Along with pressure in the global financial sector,
emerging market currencies, including the Indonesian
Rupiah, lost value against the US dollar. By December
2018, the Rupiah had depreciated by 6.16%. This
compelled Bank Indonesia (BI) to hike its 7-Day Repo
Rate) by 175 bps to 6.00% to keep Indonesia’s financial
market attractive and control the current account
deficit to remain within acceptable limits.

Indonesia’s stronger GDP growth corresponded with
an increase in consumption, since the Government
was able to properly manage inflationary issues.
Inflation in 2018 was 3.13%, lower than the preceding
year’s figure of 3.61%. The reporting year’s figure still
fell within the target range of 3.5% (+ 1%) set by BI.

Despite the persistent global economic risks, Indonesia
seemed capable of maintaining positive growth
on the strength of domestic growth sources. This
will eventually have positive impact on Indonesia’s
economy, and hence, on the national banking industry,
in the foreseeable future.
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This was indicated in the solid figures for Capital
Adequacy Ratio (CAR) and Net Interest Margin (NIM)
in the banking industry that stood at 22.97% and
5.14%, respectively, by December 2018. The banking
intermediary function improved with an increase
in credit growth of 11.75% (yoy) in December 2018.
However, Third Party Funds (DPK) saw a decline in
growth to 6.45% (yoy) in December 2018, caused
mainly by a slowdown in the growth of deposits in
foreign exchange.

In addition, positive growth was seen in mortgages in
2018, from 7.2% in September 2016 to 13.31%(yoy) in
December 2018, higher than the Rupiah-denominated
credit growth of 11.63%(yoy). The role of mortgages,
especially those targeting low-income earners, needs
to be encouraged in order to stimulate bank credit
growth. At the same time, mortgages are a type of loan
that show a promising future given the increasingly
large backlog in demand for proper housing, which is
estimated to have reached 11.4 million units. There is
no doubt that continuous improvements and growth
in the housing sector will have a positive impact on
other industries and ultimately create a large multiplier
effect on the Indonesian economy.

IMPLEMENTATION OF STRATEGIC
POLICY

In facing the dynamics challenge in macroeconomics
and increasingly tough competition, Bank BTN
continued to make innovations that have been further
outlined in our established transformation period.
Bank BTN has recently embarked on a Digital Banking
transformation period. As a manifestation of the
Bank’s sustainable growth strategy, we have kept
our transformation focused on developing a stronger
business in the housing sector, supported by improved
capability of the Company’s HR and infrastructure to
help ensure business sustainability.

Consistent with the focus of transformation, the
Management has set the direction of the General
Policy of the Board of Directors (KUD), referred
internally as “Building Growth Momentum on
Stronger Business, HR competency Development, and
reliable Business Infrastructure” to achieve the Bank’s
vision as the Leading and Reliable Bank in the housing
sector and family financial services. During 2018, Bank



BTN successfully executed its business plans that

principally can be elaborated below:

a. Strengthening its positioning in the mortgage
business and construction value chain

Strengthening the positioning of its credit
portfolio in the subsidized and non-subsidized
mass segments;

Increasing financing portfolio in the aspiring
affluent (emerging affluent and affluent)
segments;

Establishing cooperation with SOEs and
their subsidiaries engaged in non-housing
construction business.

Expanding market shares in the SME,
Commercial and Corporate segments to help
increase housing supply;

Engaging in asset secutization as an alternative
strategy to expand financing portfolio in
mortgage business.

b. Strengthening funding structure and CASA Ratio

Optimizing captive customer share of wallet
by keeping a higher average balance in mass
customers;

Increasing CASA-based consumer fund by
acquiring more aspiring affluent customers
and increasing account utilization as the basis
for customer transactions

Extending cooperation in institutional funding
based on construction value chain;

Improving business to business (B2B)
collaboration (in collaboration with credit
units) with SOE and corporate customers for
up-selling opportunities

Increasing low-cost wholesale funding

c. Increasing non-interest income

Increasing recurring and service-based Fee
Based Income

Increasing the Number of Accounts (NoA) and
customer transactions through digital banking-
based service offerings

Deepening customer share of wallet by
strengthening the role of BTN Prioritas as Asset
Under Management (AUM) in the affluent
segment

Extending the scope of activities in corporate
banking and treasury by developing targeted
transactions of commercial and institutional
customers;

Conducting marketing activities (cross-selling)
in order to increase Supply Chain Financing
(SCF) transactions to corporate & BUMN credit
anchors to attract suppliers, distributors or
agents

Optimizing passive income through massive
sales of off balance sheet assets.
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d. Increasing the effectiveness of collections and
asset recovery

Intensifying collection of current collectibility;
Improving the posture of credit collectability;
Improving collection and credit settlement

e. Improving employee quality and productivity

Building top talent managementand succession
Internalizing employer value proposition
through directed recruitment activities to
attract top talents;

Evaluating performance-based management

(attractive compensation mechanism in all
business segments);
Internalizing  collaborative  work culture

with a focus on external insights into digital
transformation;

Enhancing the capability of the Human Capital
unitto execute strategic initiatives to strengthen
the work culture with the support from the top
management.

f. Strengthening the application of governance, risk
management and GRC integration

Improving corporate governance standards
through 11 pillars of BI/OJK, CGPI standards,
and ASEAN CG Scorecard

Reengineering credit, collection, remedial and
other key processes

Implementing integrated GRC by monitoring
Key Performance Indicators (KPI), Key Risk
Indicators (KRI), and Key Compliance Indicators
(KCI).

g. Strengthening IT infrastructure

Strengthening IT infrastructure with a focus on
developing digital banking and digitalization-
based IT to allow more effective and efficient
process.

Strengthening the role of BTN Properti Portal;
Developing internet banking & mobile banking
applications through platform upgrading and
integration between systems, such as iColl,
iCash and property portals;

Developing management tools for marketing
and sales activities by setting digital marketing
& sales tools;

Enhancing current operational supporting
tools, to improve risk prevention capacity;
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* Maximizing risk profiling in all work units;

* Integrating the Loan Origination System and
installing iCremo to monitor credit distribution;

* Reengineering financing business process
toward a more centralized model through the
digitalization of back office system in order
to automate business process and connect to
various databases

DELIVERED PERFORMANCE

Analysis of Financial Performance

In general, the transformation phase has succeeded
in developing the Company into a strong and an agile
organization, as evidenced by the Bank’s success in
delivering stronger growth and financial fundamentals.
In 2018, the Company was able to improve its competitive
position in the banking industry. Compared to its peers,
Bank BTN was growing stronger both in terms of
financing distributed, funding generated and assets.

Bank BTN posted an increase of 19.5% in credit and
financing disbursement to Rp237.76 trillion, supported
by a growing trend in its mortgage business. In 2018,
Bank BTN’s Non-Subsidized Mortgages grew 12.19%,
dominated by middle income segments and Low-
Income Communities (MBR) with an average ticket
size of Rp250 million to Rp350 million. Subsidized
Mortgages also grew 29.70%, distributed through the
Housing Financing Liquidity Facility (FLPP) and under
the Interest Difference Subsidy (SSB) scheme.

This continued growth in credit is the Company’s
commitment to help bring the One Million Houses
program of the Government into successful
implementation while increasing its strategic role in
the domestic housing sector. In line with this growth,
during 2018, the Company contributed to the One
Million Houses Program when it distributed financing
for 757,159 housing units, exceeding the predetermined
target of 750,000 units.

The increasingly tight liquidity as a result of continued
growth in credit became a common challenge faced by
the national banking industry in 2018. As of December
2018, lending grew by 11.7% nation-wide while
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deposits grew by only 6.5%, slower than the 2017’s
figure of 9.36%. The slowdown in growth in deposits
was due to slower growth in demand deposits and
savings, from respectively 13.5% and 11.3% to 6.9%
and 7.4%. In line with the industry, Bank BTN's
Third Party Fund also experienced a growing trend,
especially in savings products. However, the strategy
that the Management has been implementing was
able to increase the growth of the Company’s deposits
by 19.41% to Rp229.83 trillion.

In line with the growth of credit and deposits, the
Company’s assets increased to Rp306.44 trillion or
up by 17.2%, in December 2018. The growth rate of
assets, reaffirmed that Bank BTN is a BUKU Ill bank
that in actuallity is in direct competition with BUKU IV
banks.

Safeguarding financial fundamentals to prepare for
the imminent implementation of PSAK 71 was also
the focus of the Company’s efforts to deliver strong
performance in 2018. Among strategic steps taken
by the Company were the focus on more prudent
business process, by strengthening the application
of three pillars in credit business process and efforts
to increase the level of Allowance for Impairment
Losses (CKPN), in order to maintain sound financial
fundamentals and ensure sustainable growth in the
coming years.

Given the situation described above, the Company’s
profit reached only Rp2.8 trillion in 2018, of the
projected Rp 3.8 trillion. However, Bank BTN's business
profitability continued to improve, as indicated by
the increasing Pre-Provision Operating Profit (PPOP),
where Bank BTN’s PPOP in 2018 was Rp5.31 trillion or
up 11.13% over the prior year.

The Company’s Capital Adequacy Ratio (CAR) was
well controlled at 18.21% in 2018. Profitability ratios
were also maintained at a healthy and controlled level.
Return on Assets (ROA) was 1.34%, while Return on
Equity (ROE) was 17.06%. Net Interest Margin (NIM) as
at 31 December 2018 was 4.32%. Meanwhile, the ratio
of Operating Expenses to Operating Revenues (BOPO)
was recorded at 85.58%.



Human Capital Development

2018 was a year where the Company built growth
momentum by honing its organizational and human
captal capability. With the millennials dominating its
workforce, the Company consistently develops the
competences of its human capital so they can continue
to innovate, embrace integrity, and remain agile in an
era where digital disruption is increasingly frequent
and the more dynamic competition in the banking
industry.

To this end, in 2018 the Company undertook several
strategic initiatives in human capital development,
including the establishment of Strategic Human
Capital Directorate to implement human resource
development policies that will cover all aspects of
human capital decelopment, including Organizational
Development, Human Capital Acquisition, Human
Capital Development, Human Capital Engagement,
Human Capital Reward and Human Capital Information
System, in support of one of Bank BTN’s missions,
namely to “Prepare and develop quality, professional
and high-integrity human capital”

As of December 31, 2018, the Company had 1,400 new
recruits to support business development and office
network expansion and to replace those employees
entering the retirement preparation period. In 2018, the
Company had a total headcount of 11,810 employees,
up 14.00% from 10,360 employees at the end of 2017.

In order to direct the digital culture behavior and
mindset in all employees and key executives, the
Company has laid down a set of corporate cultural
values as the basis for establishing organizational
rules, policies and systems. The corporate culture is
built with a focus theme of “Going Digital Through
People Empowerment To Win The Competition”,
which is implemented through the five values of
corporate culture known as “SIIPS” that stands for
Synergy, Integrity, Innovation, Professionalism and
Spirit to Achieve Excellence. These five corporate
culture values are the foundation for all employees
of the Company (“Bitniz”) in behaving to help the
Company realize its stated vision.

Further, to ensure an effective human capital
competency development, the Company have
grouped employee competency development into 3
(three) schools, namely Leadership, Business, and
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Operational Banking. Overall in 2018, the Company
ran education and training programs that were
participated in by 28,827 employees. Of these, 10,153
employees were enrolled in the School of Business,
4,893 in the School of Leadership and the remaining
13,781 in the School of Operational Banking.

The various efforts that we were consistently making
proved effective as the Company earned recognition
from external parties including the First Place Best
Talent Development, Top Most Caring SOE in Providing
Employee Benefit and The 3rd Rank of the Best CEO
2018 Employee’s Choice. Internally, the successful
implementation of talent development policy was
reflected in employees’ deeper engagement in
the business. This is evidenced by the Employee
Engagement Survey score of 85 that the Company
earned in 2018, indicating the Top Quartile (high) level
employee engagement level.

Implementation of Digital Banking
Information Technology

In an era where digital disruption is increasingly
frequent, Bank BTN is encouraged to utilize Information
Technology as an innovation in developing the
Bank’s business value proposition, namely: (i) easy
transaction services via features of digital-based
financial services such as mobile banking, internet
banking, and cash management; (ii) faster and more
suitable process, through digital channel innovations
including the BTN Properti portal and rumahmurahbtn.
co.id to make it easier for people to find and apply for
mortgages online, open a savings account through
digital channels, and E-commerce partners for easy
shopping for all customer needs; and (iii)) a more
efficient process, through the implementation of the
BTN SMART application (sales management tools)
at Branches and Outlets, BTN Survey (Digital OTS)
application to allow faster survey/OTS process, and
via the conversion of 10 Branch Offices (and outlets) to
Smart Branches (Branches/Digital Outlets) that allow
customers to get banking information, communicate
with the Bank, do registration, open accounts, and
make transactions.

These innovations improved the Bank’s performance
and increased its competitiveness as marked by the
Company’s overall performance in 2018, including
the more than 4 million mobile banking transactions
made, the more than 35% growth in users of mobile
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banking, and the more than 18% growth in fees from
digital channel business. Awards received for the
Bank's digital banking were: 3rd Best Opening Account
Mobile Application Commercial Bank (Infobank &
MRI), Top Leader on IT Leadership 2018 (IT Work), and
Top IT on Property Web & Application 2018 (IT Work).

BUSINESS PROSPECT

The continued recovery of global economy amidst
likely emergence of corrections due to changes in
global monetary policies that marked the end of non-
conventional monetary policy (in the form of loose/
cheap liquidity) and despite continuing trade war
initiated by the United States (US). The two global
trends have led to a massive flight of foreign funds
from developing countries who had been using the
funds to finance investments.

While global risks are fairly likely, in general, the world
economy has touched its lowest point and further
improvements lie ahead. This will certainly have
positive impacts on the Indonesian economy. Bank
Indonesia expects that in 2019 Indonesia’s economic
growth will remain strong at above 5%, or at a range
of 5.0-5.4% (yoy), with inflation expected to be under
control at 3.5% (£ 1%).

The stability and health of the financial system will
remain solid, supported by the expected growth
of banking intermediation in 2019. Bank Indonesia
estimates credit growth to be in the range of 10-12%
(yoy). On the other hand, the trend of banking liquidity
is expected to continue in 2019 due to several reasons.
First, the national banking loan deposit ratio (LDR)
has increased since funding growth is slower than
that of credit. Second, the government is increasingly
active in issuing retail bonds that can be purchased
by individuals, creating potential switch from deposits
in banks (both deposits and savings) to retail bonds.
Currently, the Government’s retail bonds consist of
Retail Government Bonds (ORI), Retail Sukuk (SR)
and Savings Sukuk (ST). The tight liquidity condition
will cause competition for customer deposits to be
tougher and give impacts on the growth of funds in
the upcoming 2019. In line with this, Bank Indonesia
estimates that growth of Third Party Fund in 2019 will
be in the range of 8.0-10.0% (yoy) nation-wide.
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In the property sector, the ratio of Mortgage to GDP
Ratio that shows signs that it can still be increased is
an indication that the housing sector is still far from
being saturated. Based on reports from the Secondary
Mortgage Facility or PT Sarana Multigriya Finansial
(SMF) in 2017, the Mortgage to GDP Ratio in Indonesia
was 2.9%. This figure is lower than the corresponding
ratio across other Southeast Asian countries, such
as the Philippines (3.8%), Thailand (22.3%), Malaysia
(38.4%) and Singapore (44.8%).

The Government’s commitment to overcome the
housing backlog via its One Million Houses program
launched by the Jokowi-JK administration is also an
opportunity forBank BTN to capture ifit seeks to expand
its business in the mortgage segment, especially in
the Subsidized and Low Income Communities (MBR)
segments. A census conducted in 2015 suggests that
the percentage of households living in their own
houses has increased from 78% in 2010 to 82.63% in
2015. This means that there is a housing backlog of
11.4 million units that still needs to be addressed.

On the other hand, the bonus demographics and
growth projections of the Mass - Affluent Community
(MAC), which are supported by a stronger digital
disruption era, constitute business opportunities
that Bank BTN has continued to develop in order
to accelerate growth. The demographic bonus
and increasingly large digital economic potential
will be an opportunity for the Bank to increase
feeder income and increase share of wallet in the
MAC population customers. Based on the analysis
released by certain research institutions, the middle
class (MAC) is a dominating population with higher
growth compared to other populations, numbering
some 141 million.

Looking ahead, with the imminent implementation of
PSAK 71 in 2020 that now is in preparation, the Bank
will have to strengthen its financial fundamentals and
prudent aspects of business in credit business and
collection-recovery processes.

Having analyzed the bright prospects, the Board
of Directors are optimistic that despite the macro
dynamics challenges and the due efforts to
strengthen financial fundamentals to prepare for the
implementation of PSAK 71, Bank BTN is sure that it
can still do the best. This isinseparable from the wide
open business opportunities, including that fact that
mortgage business is still far from being saturated,



and that we can still optimize bonus demographics
and increasingly strong digital disruption era to
support business growth in 2019. With regard to the
condition described above, we have set the theme
of growth with a focus on controlled growth with
quality by strengthening the prudent aspects of the
business.

Support for government programs to overcome the
housing backlog will continue, because Bank BTN as
one of the nation’s development agents, sees on one
hand that the One Million Houses program can give
a multiplier effect to 136 industry sectors that are
relied on to improve the quality of economic growth
faster, and on the other hand also sees the market
players as business potentials in terms of credit
distribution, fund accumulation, and fee based
income generation.

GCG IMPLEMENTATION

Bank BTN is aware how important it is to implement
GCG as a guideline in running a business that
is consistent with the goals and needs of all
stakeholders. Therefore, in GCG implementation,
the Company continues to adopt the various best
governance standards at regional and international
levels, including the ASEAN Corporate Governance
Scorecard, POJK No. 55/POJK.03/2016 and SE OJK
No.13/SEOJK.03/2017 on GCG implementation
for Commercial Banks, Principles for Enhancing
Corporate Governance (Basel Committee on Banking
Supervision), and POJK No0.21/POJK.04/2015 on the
Implementation of Governance Guidelines along
with OJK No.SE.32/SEOJK.04/2015 on Guidelines for
Corporate Governance for Issuers.

In 2018, the Company embarked on the second phase
of GCG implementation where it focused on Upgrading
Governance Capability in line with the 2017-2020 GCG
roadmap. During this phase, the Company enhanced
its governance capabilities that ran paralel with policy
improvement, governance application development,
financial conglomerates planning, and initiatives on
Governance, Risk, and Compliance (GRC).

GCG implementation throughout 2018 was in line
with the best practices, resulting in strong financial
performance as the Company earned recognition from

e Management Report

external parties in the form of various GCG awards at
both National and International levels, including: (i)
Ranked | in the SOE Governance Category Best GCG
(BUMN Track); (ii) Gold Award - Vision Award (LACP);
(iii) Top 50 ASEAN Publicly Listed Companies (PLCs) -
ASEAN Corporate Governance Awards (ASEAN Capital
Market Forum); (iv) Top Publicly Listed Companies
(PLCs) - ASEAN Corporate Governance Awards
(ASEAN Capital Market Forum); and (v) Gold Awards
in Corporate Governance and Investor Relations - (The
Asset).

In addition to the awards, based on the results of
the self-assessment, the Bank’'s Soundness in 2018
was in composite two (Healthy), indicating that the
management has implemented proper and adequate
GCG principles at all levels of the organization.

GOVERNANCE STRUCTURE AND
MECHANISM

The company have compiled a GCG Roadmap in order
tostrengthenits GCG practices fromtimetotime, based
on 4 (four) GCG pillars: Commitment to Governance,
Governance Structure, Governance Mechanism, and
Governance Outcome. The application of the four
GCG pillars aims to create proportional alignment
between Company interests and goals and those of its
stakeholders, and will further encourage the creation
of corporate sustainability in the long term.

With regard to governance structure, the Company
ensures that it has adequate governance structure as
well as infrastructure, maximizes the effectiveness of
the GCG implementation process, and encourages
the creation of a quality GCG outcome to meet the
expectations of all stakeholders. With regard to the
governance mechanism, itis reflected in various pivotal
GCG (soft-structure GCG) policies that the Company
has made that will become a living document for all
levels and ranks of the Company’s organization. The
Company currently has 8 (eight) key GCG policies.

In 2018, we made improvements to our GCG structure,
including the Corporate Governance Policy Guidelines
(PKTKP) as the key reference in application of corporate
governance policies, as well as improvements to
the Management System Guidelines (PMS) as the
implementing manual for PKTKP.

2018 Annual Report
PT Bank Tabungan Negara (Persero) Tbk.

59



REPORT OF THE BOARD OF DIRECTORS

RISK MANAGEMENT

In conducting risk management, the Company has
in place Risk Management that plays a large role
and is responsible to the Company’s internal control
system, especially in relation to the risk assessment
component in the COSO internal control framework.
Implementation of the Risk Management function
is based on Financial Services Authority Regulation
(POJK) No 18/POJK.03/2016 on the Implementation
of Risk Management for Commercial Banks, and
Financial Services Authority Circular Letter (SEOJK)
No0.34/POJK.03/2016 on the Application of Risk
Management for Commercial Banks as a reference for
the Company’s risk management.

The Company has also compiled the Risk Management
Policy Guidelines (PKMR) that contain the minimum
provisions required by regulations issued by Bank
Indonesia or the Financial Services Authority. A review
of PKMR is conducted at least once a year by the Board
of Directors and the Board of Commissioners through
improvements in the guidelines for risk management
policies.

The Company designs risk management to realize
sound business management and achieve sustainable
growth, and eventually optimize stakeholder value.
The Company applies a comprehensive approach to
managing risks as a whole, enhancing performance
to manage business uncertainty, minimizing threats
and maximizing opportunities without neglecting
risk management principles that at least include
active supervision by the Boards of Commissioners
and the Board of Directors; adequacy of policies,
procedures and limits; adequacy of risk identification,
measurement, monitoring and control processes as
well as the Risk Management information systems;
and a comprehensive internal control system.

As one of the Systemic Banks, the Company has
devised a plan that will be carried out if a financial
stress situation is inevitable and can endanger the
Company’s business sustainability. The plan has been
outlined in the form of a Recovery Plan pursuant to
POJK No.14/POJK.03/2017 dated April 4, 2017. The
Company has compiled a Recovery Plan Document
that contains Trigger Levels (for the purpose of
prevention, recovery and repair). For each Recovery
Options indicator included in the Recovery Plan,
there are closures on Capital Indicators, Liquidity,
Profitability and Asset Quality.
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Throughout 2018, the Company mandatorily managed
8 (eight) types of risks. Of all the risks that must be
managed, 3 (three) are categorized as the Company’s
main risks; these are credit risk, liquidity risk, and
operational risk. The Company’s risk management
strategy is adjusted to the Company’s business
strategy. The strategy is implemented to support the
Company’s future business development through:

1. The application of risk management while focusing
on the development and simulation of risk and
capital measurement, is also focused on the
development of a risk awareness culture for all
levels of the Company and the Ex Ante function,
in order to minimize risk exposures. This should
allow the established risk management policies to
be be implemented in business activities and daily
operations at each level.

2. The preparation of Risk Management policies and
procedures.

3. Developing a risk management information
system in the form of Internal Credit Rating (ICR)
for commercial credit and Enhancement Loss
Event Database (LED) for operational risk.

4. Stress testing for Credit Risk, which is conducted
once (1 time) a year, Market Risk stress testing
once (1 time) a year, and stress testing of Liquidity
Risk four (4) times a year to assess the Company’s
resilience to any given stress/crisis scenarios.

The Company also evaluates its risk profile
through inherent risk rating and quality rating of
risk management implementation to determine
the Company’s risk rating. The assessment of Risk
Management Implementation Quality measures 4
(four) interrelated aspects including risk governance,
risk management framework, risk management
process, adequacy of human resources, adequacy of
management information systems, and the adequacy
of risk control systems. Self-assessment of the
Company’s soundness made in Q4 of 2018 gave a
composite risk rating score of 2 (Low to Moderate).

Looking ahead, the continuous efforts to improve
GCG will enter the stage of Building Governance
Sustainability. In this phase, we will build and
implement governance sustainability through the
implementation of GCG applications, sustainable
financial action plans and sustainable GCG awards.
The results of the implementation of Governance will
continue to be directed towards how to improve the
Company’s performance.



INTERNAL CONTROL SYSTEM

We operate our internal control system in order to
help the Company achieve its performance goals,
increase value for its stakeholders, minimize the risk
of loss and remain in full compliance with applicable
rules and regulations.

The implementation of the Company’s internal control
system is an important monitoring component in
managing the Company and is one ofthe key references
for healthy and controlled operations. The company
refers to the COSO (Committee of the Sponsoring
Organizations of the Treadway Commission), the
Internal Control Integrated Framework in developing
an internal control framework to ensure adequate
operational and financial recognition, financial
reporting, operational effectiveness and efficiency,
and compliance with applicable laws and regulations.

The Company, through its Internal Audit Division, has
disseminated internal controls by using the COSO
Framework in each audit activity as part of a fraud
prevention measure by strengthening the control
environment of the business/operational units or first
line of defense.

Throughout 2018, the Company’s Internal Audit
Division took steps to ensure the implementation of
effective monitoring activities, by:

1. Ensuring that the monitoring function is clearly
defined and well-structured within the Company’s
organization;

2. Establishing work units/individual employees
assigned to monitor the effectiveness of internal
control;

3. Setting the right frequency of monitoring activities
based on risks inherent in the Company and the
nature and frequency of changes that may occur in
operations;

4. Integrating SPIN into operational activities and
providing routine reports such as bookkeeping
journals, management reviews and reports on
approvals for exceptions/deviations from the
established policies and procedures (justifications
for irregularities) subject to further review;
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5. Conducting reviews on documentation and the
results of the evaluation of work units/individual
employees assigned with monitoring tasks;

6. Determining information/feedback in the
format and frequency.

right

The Company also makes Internal Control Assessment
(ICA) in order to evaluate the effectiveness of its
internal control system. The assessment measures the
quality of the internal control of the audit work unit of
5 (five) components of the COSO Framework internal
control, using the Internal Control Assessment (ICA)
rating questionnaire criteria as well as the professional
judgment of auditors through a walkthrough in the
field. The effectiveness of the Company’s internal
control system (risk control) is evaluated at all units
(division/desk) at the Head Office, in 76 Branches and
in 24 Sharia Branch Offices. All matters pertaining to
the issue of adequacy of internal controls have been
reported directly to the Board of Directors and to the
Board of Commissioners through the Audit Committee.
Follow-up efforts have been made to minimize risks
and overcome any issue that may consequently arise.

WHISTLEBLOWING SYSTEM (WBS)

WBS is a crucial part of the internal control system
in preventing wrongdoings from occurring. We have
already in place a Whistleblowing System (WBS)
policy that refers to Bank Indonesia Regulation No.5/8/
PBI/2003, later amended by PBI No 11/23/PBI/2009
and Bank Indonesia Circular Letter No 13/28/DPNP on
Anti-Fraud Policy. The implementation of WBS aims to
detect and prevent early occurrences of wrongdoings
or violations, gradually creating a transparent, sincere,
honest and responsible work climate.

The Company has internalized its WBS system by
distributing guidelines for the Implementation of the
WBS System/SPP Policy, which is determined based
on the Board of Directors Circular and sharing sessions
with all Company leaders and employees. In addition,
the WBS was also socialized through the Company’s
website and various media, such as internal bulletins,
posters, direct presentations of ethical guidelines and
WBS policies.
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The mechanism for reporting any violation through
the WBS is by filing a report/disclosure and sending it
based on the indication of the alledged violation. The
Company has also built a supporting infrastructure to
implement its WBS policies where a whistle blower
can submit his or her report through any designated
media that the Company has provided i.e. mailboxes,
official e-mails addressed to the WBS Team, and other
distribution media such as Letters/PO BOX, Telephone/
text, and by handing over the report in person.

In order to maximize the WBS, we are committed to
guaranteeing protection to any whistle blower who
has shown good intentions to report a violation that
may cause the Company to suffer losses. Guaranteed
protection is given comprehensively depending on the
whistle blower’s need, including physical protection
for the whistle blower and family members; protection
for the assets of whistle blower and those of family
members against terror or possible retaliation;
administrative protection, and legal protection in the
litigation process in the District Court, including the
costs, and, if necessary, protection through the LPSK
(Witness and Victim Protection Agency).

Throughout 2018, we received 112 reports from whistle
blowers that consisted of 11 complaints via Letter/PO
BOX, 30 complaints via text/mobile/in person and 71
complaints via emails. Of these, we have completed
106 violation reports without further audits (special
clarification and/or audit), while 6 complaints needed
further audit processing (special clarification and / or
audit).

PERFORMANCE ASSESSMENT OF THE
BOARD OF DIRECTORS COMMITTEES

In compliance with all applicable rules and regulations

in discharging its management duties, the Board of

Directors is supported by 7 (seven) Committees. Listed

below are the aforementioned committees:

1. Risk Management Committee

2. Asset and Liability Management
(ALCO)

3. Credit Policy Committee

4. Credit Committee

Committee
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5. Product Committee
6. Personnel Committee
7. IT Steering Committee

The performance of each of the Committees is
assessed against their agreed work plan. The
performance of each of the Committees is respectively
reflected in its work meetings and meeting decisions.
For the fiscal year 2018, we consider the Committees
to have effectively discharged their respective duties
and responsibilities with regard to how they assisted
us. Criteria and basic considerations for assessment
are based on several matters, including the number
of meetings held, the presence of members of the
Board of Directors, the minutes of meetings, and the
decisions made during meeting discussions.

The Risk Management Committee has a role to
formulate policies, strategies and objectives of risk
management, as well as the necessary tools to monitor
and make decisions pertaining to the implementation
of the Company’s risk management. In 2018, the
Risk Management Committee held 5 (five) meetings,
including one that discussed the Company’s self-
assessment of risk profile reports.

The Asset and Liability Committee (ALCO) has a role
to formulate policies, strategies and targets, as well
as the necessary tools to monitor and make decisions
pertaining to the implementation of the Company’s
Asset Liability Management (ALMA). In 2018 ALCO
held 14 (fourteen) meetings, all of which had a key
agenda to discuss the performance of the Company’s
assets and liability.

The Credit Policy Committee has a role to formulate
policies, oversee the implementation of policies,
monitor the progress and performance of credit
portfolios and give constructive recommendations to
improve credit quality. In 2018 the Credit Committee
held 5 (five) meetings including one that discussed
credit analysis and strategies for the relaxation policy
for mortgages, recently released by BI.

The Product Committee has a role to formulate
policies, oversee the implementation of policies,
monitor progress made, and make constructive
recommendations related to the Company’s products.
In 2018, the Product Committee discharged its tasks by
holding 2 (two) meetings to discuss the Launching of



Educational Mortgages, the Launching of BTN TCASH
Savings product, Branch Office Facade Standardization
and plans to develop a Marketing Kit for Bank Products
& Services.

The Personnel Committee has a role to formulate
policies, oversee the implementation of policies,
monitor progress made in employment and give
constructive recommendations in accordance with
the Company’s employment regulations and those
enacted and applicable in Indonesia. In 2018, the
Personnel Committee held 12 (twelve) meetings, which
discussed the fulfillment of positions and employees
in work units and promotion and re-assignment of
employees.

The Information Technology Steering Committee has
a role to formulate policies, strategies and targets,
as well as the necessary tools to monitor and make
decisions pertaining to the implementation of the
Company’s Information Technology management. In
2018, the Information Technology Steering Committee
held 3 (three) meetings, mainly to discuss the
Company'’s IT development.

CORPORATE SOCIAL RESPONSIBILITY
AND PARTNERSHIP AND COMMUNITY
DEVELOPMENT PROGRAMS

On awareness that success in the business world is
not only determined by sound management and
strong operational performance, it is also achieved
through support from the Company’s contribution to
non-financial investment by the implementation of
Corporate Social Responsibility (CSR) and Partnership
and Community Development (PKBL) programs.
We carry out CSR and PKBL programs in order to
make a real contribution to sustainable economic
development, help support the business in the long
term, and meet stakeholder expectations.

Following the enactment of  Financial Services
Authority  Regulation No 51/POJK.03/2017 on
the Implementation of Sustainable Finance, the
Company is committed to applying the principles of
sustainable finance to prevent funding or investment
where resources are excessively used that may
have a negative impact on social balance and the
environment. The application of this principle can

e Management Report

also be seen in the various CSR and PKBL activities
that the Company has consistently carried out with
a triple bottom line approach, covering economic,
environmental, and social indicators.

In 2018, the Company’s CSR program was run in line
with the principle of 3P (people, profit, planet), which
were prepared after the needs and sustainability
of the programs were considered. The programs
are expected to encourage increased benefits for
stakeholders through the implementation of CSR
budget allocation policies that pay heed to compliance
and fairness principles. Based on the 3P principle, the
Company’s CSR program is oriented to the creation of
added value to all stakeholders and the surrounding
community, while helping to reach sustainable
development goals.

The Company implements various CSR programs
through four crucial areas that emphasize
responsibility towards the environment, responsibility
towards employment and occupational safety and
health, responsibility towards social and community
development, and responsibility towards products and
customers. The Company runs programs in all four
areas with a more intense focus on certain programs
and activities that include economic development, arts
and culture, sports, education, health, public facilities
and infrastructure, and
preservation.

religion, environmental

We allocated CSR funds totaling Rp5.5 billion for
2018, and as of December 31, 2018, Rp5.18 billion or
94.18% of the funds had been absorbed. Areas of the
Company’s CSR fund distribution activities included
the economy, arts and culture, sports, education,
health, facilities and infrastructure, religion, and
nature preservation.

In addition to CSR activities, the Company also
implements the Partnership and Community
Development Program (PKBL). For 2018, the Company
allocated PKBL funds totaling Rp22 billion. The actual
figure was Rp 21.78 billion as of the end of the year.
In 2018, the Company has channeled total funds of
Rp37.27 billion in the Partnership Program to 760
fostered partnersin7 (seven) sectors covering fisheries,
plantations, agriculture, livestock, industry, services
and trading. Meanwhile, the actual distribution figure
of the Company’s Community Development Program
was Rp 21.78 billion.
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One of the Company’s PKBL activities was carried out
through the ‘SOEs for the Country ‘program. Through
this program, the Company has built a Village
Economic Center (Balkondes) as an establishment that
aims to help improve the economy of the local villages
and empower and develop tourism-based human
resources through the development of activities in the
surrounding environment.

We have consistently run our CSR and PKBL
programs and activities with well-conceived planning,
responsibility, and referring them to Company
policy. CSR activities are carried out throughout the
office network consisting of the Company’s Head
Office and Branch Offices across Indonesia. Program
implementation is adjusted to the conditions of each
region and coordinated with relevant parties to ensure
that each of the programs is properly run.

CHANGES IN THE COMPOSITION OF
MEMBERS OF THE BOARD OF DIRECTORS

In 2018, through the decision of the 2018 Annual
General Meeting of Shareholders (GMS), the Company
dismissed with honor Mr. Adi Setianto from his

position as Director of IT & Operations, effective the
closing of the Annual GMS. The Company expresses
its gratitude and high appreciation for the dedication,
contribution of energy and thought that he contributed
while he was in office.

In addition, the Company has, by nomenclature,
changed the position of one member of the Company’s
Board of Directors, namely from Director of Collection,
Asset Management & Legal to Director of Collection
& Asset Management. The Company also opened
an additional Director position, Director of Strategic
Human Capital.

The 2018 Annual GMS also reassigned Mr. Nixon L.P.
Napitupulu who was initially Director of Collection,
Asset Management & Legal, as Director of Collection
& Asset Management; he will assume his new position
for his remaining term of office since the decision of
the AGM of his appointment. Also, Mr. Andi Nirwoto
was appointed as Director of IT & Operations and Mr
Yossi Istanto as Director of Strategic Human Capital.

After the decision of the 2018 Annual GMS, the
composition of the Company’s Board of Directors in
2018 was as follows:

President Director

Maryono

Director of Finance & Treasury

Iman Nugroho Soeko

Director of IT & Operations

Andi Nirwoto

Director of Commercial Banking

Oni Febriarto Rahardjo

Director of Consumer Banking

Budi Satria

Director of Stragtegy, Compliance & Risk

R. Mahelan Prabantarikso

Director of Collection & Asset Management

Nixon L.P Napitupulu

Director of Distribution & Network

Dasuki Amsir

Director of Strategic Human Capital

Yossi Istanto

These changes were needed because the Company is seeking to accelerate the implementation of business
strategies, to bring about transformation and to meet its increasingly challenging targets. We believe that, with
the new composition, the Company will grow even stronger.
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APPRECIATION AND CLOSING

In closing, we on behalf of the entire Board of Directors
would like to express our gratitude and appreciation
to the Board of Commissioners for all directions,
suggestions and recommendations given to us. The
same recognition is also due to all shareholders,
customers, and business partners, for the support, trust
and cooperation that we have sincerely established so
far with you.

e Management Report

We thank and appreciate all employees for their hard
work and dedication, and their love and respect towards
their respective duties and responsibilities, and their
collective and tireless support of the realization of the
Company’s Vision, Mission and Targets.

We would also like to say many thanks to all other
stakeholders, impossible for us to mention one by
one, who have continually shown us unflinching
cooperation, which has allowed wus, as the
Management, to achieve our targets, as we seek to
grow the business and ensure sustainable growth.
May Allah the Almighty always be with us and pour
His mercy and give His guidance, and protect all of us
as we pursue a better future for the Company.

On behalf of the Board of Directors
Jakarta, April 2019

o

Maryono
President Director
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ACCOUNTABILITY OF ANNUAL REPORT

Letter of Statement of the Members of
Board of Commissioners on 2018 Annual Accountability Report
of PT Bank Tabungan Negara (Persero) Thk

We, the undersigned below, declare that all information in the 2018 Annual Report of
PT Bank Tabungan Negara (Persero) Tbk has been completely disclosed and we are
fully accountable for the truthfulness of its content. We also declare that the Company
Risk Management and Internal Control System is adequate. This statement is made
truthfully.

Jakarta, April 2019

| Wayan Agus Mertayasa

President/Independent Commissioner

-—
—_—
Kamaruddin Sjam Arie Coerniadi Lucky Fathul Aziz Hadibrata Garuda Wiko
Independent Commissioner Independent Commissioner Independent Commissioner Independent Commissioner
W N
Maurin Sitorus Iman Sugema Sumiyati
Non Independent Commissioner Non Independent Commissioner Non Independent Commissioner
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Letter of Statement of the Members of
Board of Directors on 2018 Annual Accountability Report of
PT Bank Tabungan Negara (Persero) Tbhk

We, the undersigned below, declare that all information in the 2018 Annual Report of
PT Bank Tabungan Negara (Persero) Tbk has been completely disclosed and we are
fully accountable for the truthfulness of its content. We also declare that the Company
Risk Management and Internal Control System is adequate. This statement is made
truthfully.

Jakarta, April 2019

S

Maryono
President Director

Com = gt/ g

Iman Nugroho Soeko Oni Febriarto Rahardjo R. Mahelan Prabantarikso Nixon L.P Napitupulu

Director Director Director Direct

.

Wﬁﬁ/ B/

——
Budi Satria Dasuki Amsir Yossi Istanto Andi Nirwoto
Director Director Director Director
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COMPANY IDENTITY

Name PT Bank Tabungan Negara (Persero) Tbk

Short Name Bank BTN

Business Line Commercial Bank

Company Status State-Owned Enterprise (SOE)

Share Ownership ; f;);;elrglrjr;)ir;t of Republic of Indonesia ?ggg;ﬂ;
3. Foreign Public 1 23.18%

Date of Establishment 9t February 1950
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Change in Name of the
Company and Effective
Date of Change

Established as “Postspaarbank” in 1897, then changed its name to Tyokin
Kyoku or Savings Office in 1942. It again changed its name to Taboengan
Pos Office in 1945. In 1950, the name was changed to “Bank Tabungan Pos”
by the Government of Republic of Indonesia. Effective 1963, the Company
changed its name to Bank Tabungan Negara.

Legal Basis of
Establishment

Emergency Decree No. 9 of 1950, Republic of Indonesia Gazette
No. 12 of 1950.

Authorized Capital

Rp10,239,216,000,000,- (ten trillion two hundred thirty nine billion two

hundred sixteen million Rupiah)) divided into:

1. 1 (one) Series A Dwiwarna share with nominal value of each share of
Rp500 (five hundred Rupiah).

2. 20,478,431,999 (twenty billion four hundred seventy eight million four
hundred thirty one thousand nine hundred and ninety nine) Series
B shares with a nominal value of each share of Rp500 (five hundred
Rupiah).

Issued and Fully Paid
Capital

From the Authorized Capital, some 51.71% or equal to 10,590,000,000 (ten

billion five hundred ninety million) shares have been issued and fully paid-

in to the nominal amount of Rp5,295,000,000,000 (five trillion two hundred
ninety five billion Rupiah), divided into:

1. 1 (one) Series A Dwiwarna share with nominal value of Rp500 (five
hundred Rupiah)

2. 10,589,999,999 (ten billion five hundred eighty nine million nine
hundred ninety nine thousand nine hundred nintey nine) series B
shares, with a total nomiinal value of Rp5,294,999,999,500 (five trillion
two hundred ninety four billion nine hundred ninety nine million nine
hunfidred ninety nine thousand five hundred Rupiah).

Stock Exchange Listing

Indonesia Stock Exchange (IDX)

Date of Listing of Shares

17t December 2009

Ticker Symbol

BBTN

Number of Employees
2018

11,810 employees

Head Office Address

Menara Bank BTN
JI. Gajah Mada No. 1 Jakarta 10130, Indonesia

Telephone 62-21 6336789, 6332666
Facsimilie 62-21 6346704
Email csd@btn.co.id
Website www.btn.co.id

Contact Center

€3 BankBTNCoid
1500-286 3 @BankBTNcoid

www.btn.co.id (0) Bankbtn
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MILESTONES
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11897

The Company was
established under the
name “Postspaarbank”
during the rule of

the Dutch East Indies
Government.

b o
L
1942

The Company was taken
over by the Government
of Japan and renamed
Tyokin Kyoku or the
Savings Office.

>
11945

The Government of the
Republic of Indonesia
took over Tyokin
Kyoku and established
Taboengan Pos Office.

[ 1946

All Taboengan Pos offices
were occupied by the
Dutch and temporarily
ceased operations.

1949

The Government of
Indonesia reopened the
Taboengan Pos Offices
with the name of Bank
Tabungan Pos Rl

[ 1950

Change of name to
“Bank Tabungan Pos” by
the Government of the
Republic of Indonesia.

@)

11993

Inaugurated as a legal
entity under the Ministry of
Transportation and allowed
to open a Branch Office.

11963

Change of name to
and moved under the

Affairs.

Bank Tabungan Negara

Ministry of Central Bank

1965

Integration of State-owned Banks
and Bank Tabungan Negara into
the Central Bank.

Established a Single Bank

under the name of Bank

Negara Indonesia consisting of
Bank Tabungan Negara, Bank
Indonesia, Bank Koperasi Tani dan
Nelayan, State-owned Banks, BNI
1946 and Bank Dagang Negara.

1968

The single bank was separated
and reopened as Bank Tabungan
Negara, abbreviated to BTN.
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1911

BTN cooperated with Perum Pos
and Giro to implement Tabanas

(National Savings) program and
Taska (Term Insurance Savings)

program. ©

+ At
+ s

S
1974

Assigned by the Ministry
of Finance to public
housing financing.

1976

Realization of BTN
mortgage (KPR) for the
first time in Tanah Mas

Housing, Semarang.

1386

Obtained credit from IBRD /
World Bank in the amount of USD
266,550,000 which was signed by
the Government of Republic of
Indonesia. ©

Yof 4

1989

Issued Bonds for the first time
and the commencement of
commercial bank operations.

o



Effectively became a limited
liability company (Persero).

Obtained permission
to operate as a Foreign
Exchange Bank.

2001

Recapitalization by the
Government of the
Republic of Indonesia
with a value of Rp13.6
Trillion.

D B B

2012

The Company carried out

a Rights Issue.

The Company transformed

into a leading housing
financing bank, offering
world class banking.

2014

The Company and SMF
signed Indonesia’s
biggest securitization.

The Company participated

in the success of “One
Million Houses for Indonesian
People.”

e Company Profile
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2002

With an online real-
time system, based on
IBM-AS400, information
technology was
implemented in all
branch offices.

k-0l

Establishment of
Sharia Unit Business
and opened the First
Sharia Branch Office at
Harmoni, Jakarta.

2016

The Company continued
the transformation
agenda, namely “Digital
Banking Period.”

The Company continued
the transformation phase of
the digital banking period by
developing various digital-
based products and services,
one of which was the
opening of the Smart Branch
in Harmoni, Jakarta.

2008

Obtained ISO 9001-2000
Certification for mid-term
credit services with
service pattern 1-5-1.

P o

Mortgage Securitization
through the first Asset
Backed Securities

(KIK EBA) Collective
Investment Contract in
Indonesia.

The Company conducted
an Initial Public Offering
(IPO) and was listed

on the Indonesia Stock
Exchange (Go Public).

Developing Digital Ecosystems
to Support Sustainable
Business

2018 was a challenging year.
The Company dealt with slower
growth of housing property,
which was accompanied by
technological developments.
The banking industry had

to transform to adapt. In
2018, to achieve its stated
goals, the Company built a
digital ecosystem to support
sustainable business while
strengthening its position as
the leading housing financing
bank in Indonesia.
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The long history of PT Bank Tabungan Negara
(Persero) Tbk., or Bank BTN (hereinafter referred to
as the Company) began with the establishment of
Postspaarbank in 1897. In 1942, Postspaarbank was
taken over by the Government of Japan and changed
its name to Tyokin Kyoku or Savings Office. In 1945,the
Government of the Republic of Indonesia took over
Tyokin Kyoku and established the Taboengan Pos
Office. In the post-independence era, precisely in 1950,
the Government of the Republic of Indonesia changed
the name of Tyokin Kyoku to Bank Tabungan Pos,
and then again changed its name to Bank Tabungan
Negara in 1963. It is still known as Bank Tabungan
Negara today.

In 1974, the Government appointed the Company as the
only institution allowed to channel Home Ownership
Loans (KPR) for the lower middle class, in line with the
Government program to promote a housing program
for the public. In 1976, the Company carried out its
first realization in Tanah Mas Housing in Semarang.
In 1994, the Company obtained an operating license
as a Foreign Exchange Bank, and subsequently, the
Company was appointed as a commercial bank that
focused on home financing in 2002.

In 2009, the Company operated as a commercial bank
and for the first time, the Company issued bonds. The
Company listed its shares on December 17, 2009 on
the Indonesia Stock Exchange and became the first
bank in Indonesia to carry out asset securitization by
listing Asset Backed Securities (KIK-EBA) Collective
Investment Contract transaction.

The Company shows a determination to help all
levels of Indonesian society in realizing their dreams
of owning a home. This determination was realized



i

shariah banking.

K O

by the Company by continuing to focus on home
financing and by its consistency, for more than six
decades, in providing a variety of products and
services in the housing sector, mainly through
mortgages/KPR, both Subsidized Mortgages for lower
middle segment and Non-Subsidized Mortgages for
the middle to upper segments. This effort produced
good results; the Company succeeded in increasing its
position to become the 5th largest bank in Indonesia
in terms of assets. With the aim of providing the
best results to stakeholders, the Company is always
consistent in emphasizing its focus as a leader in
home financing, and aspires to become “The Leading
Housing Financing Bank in Indonesia offering World
Class Services.”

In 2015, the Company played an important role in
helping the Government program “One Million
Houses for the People Program.” The Company has
been appointed as one of the banks that support
government programs through mortgage financing. In
an effort to accelerate the one million homes program,
in 2016, the Company continued to boost supply and
demandformortgages, amongotherthings, by offering
financing facilities for developers for mortgage loans
and disbursements, providing financing facilities for
developers to accelerate subsidized mortgages, non-
subsidized KPR and micro KPR. In 2016, the Company
entered Phase Il of transformation for the first year,
namely the digital banking period. The Company has

e Company Profile

The Company focuses on financing for the housing

sector through its three main products, namely
consumer banking, commercial banking, and

developed various products and added digital services
such as BTN mobile, internet banking and cash
management. In 2017, the journey of the Company’s
digital banking transformation process continued.
In terms of business, the Company continues to
improve banking services by accelerating the stages
of corporate transformation in the digital era, one of
which is by opening Smart Branch. The Company’s
Smart Branch is equipped with a variety of services
to facilitate customers’ needs in obtaining banking
information, communicating with banks, registering,
opening accounts, conducting transactions including
transactions outside of banking products.

In 2018, the period of digital banking through
improvement of infrastructure and information
technology networks began to bear fruit. During the
first semester of 2018, the Company managed to
boost fee-based income (FBI) by 26.53% to Rp2,062.99
billion. In addition, through the implementation of
various strategic policies carried out throughout
2018, the Company won first place for the Best
Good Corporate Governance category in the 2018
BUMN Award. The Company was considered to have
succeeded in implementing the principles of good
corporate governance compared to other publicly
listed SOEs. In addition to achieving The Best GCG,
the Company won the Best Talent Development and
The Best CEO award in the Driving Execution category.
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VISION, MISSION & CORPORATE
CULTURE VALUES

VISION

Leading, and trusted in facilitating
the housing sector and family
financial services.

Play an active role in Provide superior services
supporting the housing in financing to the housing
sector, both from the sector and family financial
supply side and demand needs
side, which is integrated
in the housing sector in
Indonesia

Increase competitive
advantage through
innovation in digital

product development,
services and strategic
networks

Increase stakeholder value

by focusing on increasing Care for community,
Prepare and develop profitability growth in social and
qualified, professional accordance with prudential environmental
and high- integrity and good corporate interests in a
human capital governance principles sustainable manner

Y

The determination of the Company’s Vision and Mission is carried out periodically based on the mechanism for

preparing the Bank’s Long Term Plan (RJP). The Company’s Vision and Mission have been reviewed and approved
in the Blueprint of the BTN Bank Strategic Plan.

ofe
(I
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Highlights 2018 Business Support
Management Report Good Corporate Governance
e Company Profile Corporate Social Responsibility
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CORPORATE CULTURE VALUES

Synergy

Corporate culture is built on values, becoming
principles that are believed to be good and
right in carrying out work, and become a
Spirit to /¢ Integrity guideline for every person to behave, act

Ext':b\ecllh;z\clzz ; and make decisions to achieve common
objectives. Corporate culture values direct
the behavior of members of the organization
and establish the basis for determining
organizational rules, policies and systems
(“the way we do things around here”).

Professionalism Innovation

SYNERGY

Building synergic cooperation with all stakeholders based on a sincere, open-minded attitude
and encouraging productive collaboration by upholding mutual trust and respect to achieve
common goals.

INTEGRITY

Consistency in mind, manner, matter in line with the Company’s rules, code of professional
conduct, and commendable principle of truth.

INNOVATION

Continual development of new ideas and continuous improvements that add
value to the Company.

PROFESSIONALISM

Visionary, competent in each field, always willing to move ahead using the latest technology
to produce the best performance.

SPIRIT TO ACHIEVE EXCELLENCE

Demonstrate passion and strong commitment to achieve the best results and provide
services that exceed customer expectations (internal and external) by stressing the
importance of quality in each activity,as well as in calculated risks.

/"0 == == N
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VISION, MISSION, CORPORATE CULTURE VALUES

Each Corporate Culture Value has 2 (two) Main Types of Behavior which are the reference point for all Company

Personnel (Bitniz). The 10 (ten) main types of behavior are:

2

1. Be sincere, open and show
productive collaboration.
2. Show mutual trust and respect.

SYNERGY

!ﬁ INTEGRITY

1. Be consistent and disciplined.
2. Be honest and dedicated.
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@ INNOVATION

Respond to change.

. Be creative and innovative
in making value-added
improvements.

ﬁ PROFESSIONALISM

1. Be competent, show
intrapreneurship and be
responsible.

2. Work smart and be result
oriented.

N =

SPIRIT TO
ACHIEVE
EXCELLENCE

1. Be enthusiastic, proactive and

never give up.

2. Be effective, efficient and

prioritize customer satisfaction.



Highlights 2018
Management Report
e Company Profile
Management Discussion and Analysis

STRATEGIES TO ACHIEVE THE VISION
AND MISSION

The Company has established strategic pillars in the context of business growth and has a vision to become
‘Leading and Reliable in facilitating the housing sector and family financial services’, as follows:

Business Support

Good Corporate Governance
Corporate Social Responsibility
Audited Financial Statements

Fim-

VISION AND MISSION

MASS
' (Subsidized KPR)

Becoming a housing
business market
maker

Supporting
developers’ growth
Optimizing Share of
Wallet (SOW) and
service fees

MASS
(Non Subsidized)

The strategy

for subsidized
mortgage also
applies to non-
subsidies
Developing non-
secured lending
through subsidiaries
Improving informal
sector services

EMERGING
AFFLUENCE

Deepening Share
of Wallet (SOW)
Existing to Bank
(ETB) customers
Getting CASA New
to Bank (NTB)
customers through
digital banks
Digital disruption:
mortgage
ecosystem

AFFLUENT

Development of
coverage models
Re-branding
positioning for BTN
Priorities

Building BTN
wealth management
products and
advisors

SME & CORP. & |
SYNDICATIONS |

(construction)

Acquisition of SME
customers in the
value chain
Corporations &
Syndications focus
on high-ticket
Simple products
to encourage
transactions

Sharia and Subsidiaries

Agile Organization with high capabilities

Human Capital, Man Power Planning and performance-based culture

Optimal productivity of branches and sales/service model

Best-in-class process through digitalization

Comprehensive Integrated GRC

Digital Infrastructure, Big Data, advance analytics and technology

. Business Segment . . Human Capital/Infrastructure
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BTN TRANSFORMATION JOURNEY

TRANSFORMATION 1
Survival Period o
L]

TRANSFORMATION 2
Digital Banking Period

T O

TRANSFORMATION 3
Global-Playership Period

/7 \
ASPIRATION
: Transformational
o o ASPIRATION : s .
I The Leading Housing Bank : Enterprise-Globe Mindset :
o 4o in Indonesia with World- ceessscese S
x | x Class Services ‘. cesscc” . )
TRANSFORMATION e ® g Products and services
LEAP Stronger g are already operating
) - business 8 A :
Triggered by a million internationally
houses program o’ :
..' Infrastructure HR cocstrnns )
s’ . Million Houses
et Program
[ 2 L g L 4 L 4 L 4
2013 2015 2016 2019 2025

The survival period has been concluded well, currently the Company is entering the digital banking phase. The
focus of the transformation implementation is to strengthen business dominance in the housing sector, expanding
the role of Bank BTN to realize the one million houses program, as well as offering digital banking services to
expand the CASA-based financing and an increase in basic transaction account.

STRENGTHEN

Business positioning in the housing sector

ACTIVELY ACTING BUILD

As an integrator and accelerator in the Strong customer orientation to seek and

housing business sector improve CASA-based funding

and construction value chain.

Pl Maintaining the dominance of the :

1 KPR segment in the Mass market {1 > Increase the role of BTN HFC as the
N !
jrul IFo

Targeting emerging affluent and
Hn affluent segments that include
[} families and young people
(millennial generation, digital savvy) !

(Subsidized & Non-Subsidized). I main think tank in Indonesia

Expanding the emerging affluent &
W' i
1 affluent credit segment

Increase construction loans in
supporting home supply by
targeting the MSME, Commercial
and Corporate segments

strengthen the image of banks in the
upper middle segment

Develop initiatives to support the
( \ development of subsidized house
“ developers

. Develop digital banking services to
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CORPORATE BRAND

Bank @ BTN

Sahabat Keluarga Indonesia

)
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1. The roof of the house represents the main Red line under “BTN” is interpreted as self-
vision and mission of the Company as a confidence.
provider of Housing Loans for all Indonesian
people.

2. Two patterns of large and small hexagons
symbolize the meaning of “the big is
protecting and growing the small.”

3. The symbol of the roof of the house with a
three-dimensional impression in the form
of space symbolizes the flexibility of the
Company as a place for the community to
carry out banking activities.

4. The Three Dimensions formed from 4 Sturdy
Pillars displays the Company’s security and
flexibility.

Blue symbolizes the maturity of the Company with experience in
managing the banking business and the wisdom in carrying out the
main mission of national development.

Gold symbolizes the Company'’s solid credibility in proving itself as a
bank that has gained public trust.

Red symbolizes self-confidence as a strong bank in running the
banking business in Indonesia.
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BUSINESS SECTORS

BUSINESS ACTIVITIES ACCORDING TO
THE LATEST ARTICLES OF ASSOCIATION

Based on the latest Articles of Association, Article
3 paragraph 3.2, the Company conducts business
activities in the banking sector as follows:

a. Collects funds from the public in the form of
savings such as demand deposits, time deposits,
certificates of deposit, savings and / or other
similar equivalent forms.

b. Provides credit/loans.

Issues debt instruments.

d. Buys and sells, atits own risk and for the benefit of
and at the behest of its customers:

1. Bills of Exchange including those that are
accepted by the Bank where the validity
period is no longer than the related customary
trading notes.

2. Promissory notes and other commercial papers
where the validity period is no longer than the
related customary trading notes.

°

3. Treasury bills and government insurance notes.

4. Bank Indonesia Certificates (SBI).

5. Bonds.

6. Commercial papers where the validity period is
in accordance to the Law and.

7. Other securities instruments where the
validity period is in accordance with Laws and
Regulations.

e. Moves funds both for its own interests or the
interests of its customers.

f. Places, borrows, or lends funds from other banks,
either through mail, means of telecommunication,
money order, cheque, or other means.

g. Receives payment from securities bills and makes
the calculation with third parties.
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h. Provides safekeeping services for valuables and
securities.

i. Provides a third-party custodian service on a
contractual basis.

j. Places funds from one client to another client in the
form of securities not listed on the stock exchange.

k. Finances or performs other activities based on
Islamic principles, in accordance with regulations
set by Bank Indonesia.

I. Performs factoring, credit card, and trustee
services.

m. Performs activities utilizing foreign currency in
accordance with regulations set by Bank Indonesia.

n. Performs short-term capital inclusion to banks or
other financial institutions.

o. Performs short-term capital inclusion to cope
with credit or financing failures based on Islamic
principles, with the condition that they have to
withdraw/retrieve the inclusion, in accordance with
regulations set by Bank Indonesia.

p. Acts as a pension fund provider and manager in
accordance with the applicable pension funds law.

g. Conducts financial services, commercial banking,
and other investment banking activities.

r. Conducts Sharia-principle business activities in
accordance to the Laws and provisions established
by the authorities.

s. Conducts other common banking activities insofar
as they are not in conflict with the aforementioned
law or other applicable laws.

In addition to its main business activities, the
Company can carry out supporting business activities
to optimize the utilization of its resources to support
the business as long as it is not in conflict with the
laws and regulations.
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EXISTING BUSINESS ACTIVITIES
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Up to 31st, of December 2018, The Company has
implemented all business activities as stated in the
latest Articles of Association.
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PRODUCT AND SERVIGES

BUMN

Bank @ BTN

Miliki Rumah idaman

dengan proses cepat & mudah,

uang muka ringan dan
jangka waktu kredit hingga
30 tahun

KPR BTN PLATINUM
Mewujudkan Rumah
Idaman Anda.

Miliki rumah idaman dengan proses
cepat & mudah, uang muka ringan dan
jangka waktu kredit hingga 30 tahun.

nnnnnnnnnnn

01

KRECAT AUNAN L

LA BTH

Ketiban Duit KAR BTN,

Sobuai Unituk Semua Kebutuhan
Anda FRetibanduiliTH
Perurwaran i ushuk debdr Bars 0T
Preaan Capat . Busga Ringan .

Dinken Burps Provios & Adrisalras

el Banking
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Consumer

CONSUMER LOAN PRODUCTS

1. Housing Loans
a. KPR BTN Subsidized
A Housing Loan Program from the Ministry of Public Works and Housing of the
Republic of Indonesia, which is intended for Low-Income Communities (MBR) with
low-interest rates and light installments in order to buy prosperous houses and flats.

b. KPR BTN Mikro
This product facilitates the purchase of land or a house, or funding of gradual house
renovation. The product is prioritized for members of the public who work in the
informal sector.

2018 Annual Report
PT Bank Tabungan Negara (Persero) Tbk.

84

]

Sek.ﬁmng Rumah Lelang
Biza di KPR-in

M rurrah ke Sengan hanga erjnghau
Baruama KPR TH Lalssg



e Company Profile

i

c. KPR Non Subsidized
Housing loan for the middle-upper class customers. Non-subsidized Housing Loan services
consist of BTN Platinum Housing Loan, BTN Apartment Loan, and Shop House (Ruko) Ownership
Loan.

KPR BTN Platinum

Housing Loan for house purchase from developer or non-developer, both for a new house or

resale house, ready stock or indent, or loan taken over from other banks.

- KPR Gaeesss!
Itis a feature development of KPR /KPA BTN Platinum products to fulfill the needs of house
or apartment purchasing for prospective debtors from millennial segment generation (21-
35 years) with various facilities & advantages.

- KPR Atlet
Special program for KPR / KPA BTN Platinum products, which intended for Indonesian
athletes and administrators of the Indonesian Olympic Committee (KOI).

KPA BTN
Apartment Loan for apartment purchase from developer or non-developer, both for a new
apartment or resale apartment, ready stock or indent, or loan take over from other banks.

KP Ruko BTN
Shop House (Ruko) ownership loan to buy a shop unit, business unit, office, or kiosk with
swift and easy services.

d. Other Housing-related Loans

Kredit Agunan Rumah BTN
Loan facility for various consumer needs by guaranteeing house/ apartment/shop/house.

Kredit Bangun Rumah BTN
Loan facility for those who want to build on their own land.

Benefit of BPJS Employment Supplementary Services — Housing Advances Loan
Housing advance loan facilities for BPJS employees who apply for BTN Subsidized Housing
Loan.

2. Non-Housing Loan
Non-Housing Consumer Loan is a Company focus on improving business growth, as this potential
market can survive the global financial crisis. This loan has a large and scattered customer base.
Non-Housing Consumer Loan products include BTN Small Loan (Kring BTN), BTN Small Loan Plan
(Pre-Pension Kring BTN), BTN Small Loan Pension (Pension Kring BTN), BTN Self-financing Loan,
and Employee Loan.
a. Kredit Ringan BTN (Kring BTN)
Loan facility that is targeted for company/institution employees to fulfill their needs without
collateral. The Employee’s statement will suffice.
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Kredit Ringan BTN Pra Pensiun (Kring BTN Pra Pensiun)

Loan facility granted to debtors/prospective debtors with a fixed income (salary and pension) as
the repayment source. The salary may or may not be disbursed through the Bank, and should
be utilized for consumptive purposes. The financing period may extend through the debtor’s
pension period.

Kredit Ringan BTN Pensiunan (Kring BTN Pensiun)

Loan facility that is targeted for Pensioners from the Civil Service , the Indonesian Armed Forces,
the Police, and their widows or widowers. The pension benefit must be disbursed through an
account with BTN Bank.

Kredit Swadana BTN

Loan facility that is targeted for customers with the guarantee in the form of savings or deposits
in the Bank, with the maximum loan 90% of the funds held by the customer with a competitive
interest rate, an easy and fast process, and a flexible term time up to 1 year extendable.

Kredit Pegawai
Soft loan facility for employees who have met requirements.

CONSUMER SAVING PRODUCTS

1. Consumer Savings

a.

Tabungan BTN Batara
Multipurpose savings completed with transaction facilities to support the customer’s financial
activities.

Tabungan BTN Prima
Investment savings with various benefits to provide a better life for the customer

TabunganKu
Individual savings with easy and light requirements to promote a savings culture and improve
public welfare

Tabungan Simpanan Pelajar (Simpel)

Savings for students with easy and simple requirements, as well as interesting features in the
framework of financial education and inclusion, in order to promote a savings culture at an early
age

Tabungan BTN e'BATARAPOS
Closer to the community and easily accessible savings for the community since they can make
transactions at Online Post Offices throughout Indonesia.

Tabungan BTN Cermat

Savings that facilitate access and ease of banking transactions through EDC and phone account
throughout the country without having to visit the Bank. This form of savings is a part of Laku
Pandai Program.
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g. Tabungan Rekening Dana Nasabah (RDN)
A savings account from the Bank for Investors in order to conduct transactions in the capital
market.

h. Tabungan BTN siap!
Savings to meet the customers’ future planning needs

i. Tabungan BTN Felas
Savings Products that can be used to save, transact, and invest in foreign currencies. Available
in USD & SGD.

j. Tabungan Simuda Rumahku
Term savings account for students and youths aged 18-30 years as a means of educating home
ownership planning from an early age.

Deposito BTN Ritel

Bank BTN deposits are time deposits in rupiah and foreign currencies. Benefits of Bank BTN Deposits
are attractive interest, deposit interest which can be capitalized into principal, deposit interest
which can be transferred for home installment payments, electricity and telephone account bills,
placement periods vary from 1 month, 2 months, 3 months, 6 months, 12 month and 24 months,
and can be used as collateral for credit (self-finance Credit/swadana).
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Bank @ BTN

BTM Prioritas memaham| kebutuhan Anda
akan investasi yang maksimal,

Segera kunjungl BTN Prioritas terdokat.

(1500-286)
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COMMERCIAL LOAN PRODUCTS

1. Housing Loan
a. Kredit Modal Kerja (KMK) Konstruksi BTN
Loan facility that is targeted for Developers. This loan functions as capital to fund
horizontal construction (houses, offices, kiosks, etc.) and vertical/ high-rise building
(flats, apartments, condotels, office buildings, etc.) and the facilities and infrastructure,
as long as they display a feasible rating to obtain a loan. The Company provides 80%
of the maximum total cost of construction.

b. Kredit Pemilikan Lahan (KPL)
BTN Loans granted to developers for the purchase of simple/subsidized housing
land, in which the construction is funded by the Company.

2. Non-Housing Loan
The Company Non-Housing Loan consists of MSME Loan Products, Linkage, and
Corporate Programs and Loans. MSME Loan includes KUR BTN, KUMK, Kredit Investasi,
KMK, and KMK Kontraktor. Linkage Program covers loans to Rural Banks and Savings
and Loan Cooperatives. While Corporate Loans include Construction Loans, Investment,
Working Capital, Contractor’'s Working Capital and Syndication.

a. Kredit Usaha Mikro dan Kecil (KUMK) BTN
Loan for customers who have a productive business in line with the requirements
of MSME. The loan may be utilized to fund the capital and/or investment with a
maximum loan of up to Rp5 billion.
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b. Program Kemitraan
Program to increase the competence of small businesses in order to become strong and
independent.

c. Kredit Usaha Rakyat (KUR)
Capital loan and/or investment granted to debtors with MSME status, in a productive and viable
business field, but do not have additional collateral or sufficient additional collateral.

d. BTN Kredit Linkage
Loan to facilitate legal entities i.e. Rural Banks (BPR) and Cooperatives, to be disbursed to the
Micro, Small, and Medium Enterprises sector.

e. Corporation Loans
Corporate Loans are loans granted to Debtors in the form of legal entities in order to meet
working capital needs and / or investment needs.
e Kredit Modal Kerja (KMK) BTN
Working Capital Loan is a short-term loan given to finance working capital of a company.

« Kredit Investasi BTN
Investment Loan is medium and long term loans given to finance new projects or expansion
projects of a company.

« Kredit Modal Kerja Kontraktor (KMK Kontraktor)
Capital loan to facilitate contractors to finish their job based on specified contract with the
amount up to 60% of the value of the contract.

« Kredit Sindikasi
Syndicated loan is one of loan financing systems (investment loans, working capital loans,
as well as guarantor) where several banks jointly financing the projects that are proposed by
customers with the same terms and conditions.

COMMERCIAL SAVING PRODUCTS

1. BTN Demand Deposits
BTN Demand Deposits is a type of deposit held by the Bank that can be withdrawn at any time by
using Checks, Bilyet Giro, Payment Order, Book-entry and other