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Disclaimer

This Annual Report contains financial conditions, operating results, projections, plans,
strategies, policies, as well as the Bank’s purpose, which is classified as future statements
within the meaning of prevailing regulations, excluding historical matters. The statements
have the prospective risk and uncertainties, which may lead to actual developments that
are different from what has been written. Prospective statements in this Annual Report are
composed based on various assumptions on current conditions and the forecast of future
conditions of the Bank and the business environment in which the Bank conducts business
activities. The Bank does not guarantee that all measures undertaken would bring specific
results as expected. This Annual Report contains the word “Bank” or “HBID” which are
defined as PT Bank HSBC Indonesia. The terms “Company” or “Corporation” are also
used at times to refer to PT Bank HSBC Indonesia in general.



RESILIENT PERFORMANCE
IN CHALLENGING TIMES

Amid the ongoing COVID-19 pandemic the banking
sector faced this year again significant challenges.

The recovery remained uneven among the economic
sectors, limiting loan growth, with some debtors

still facing difficulties in repaying their loans.
Nevertheless, HSBC Indonesia was able to achieve a
good performance during these challenging times.

In 2021 we met the majority of our targets, and
maintained strong long-term fundamentals indicators.
We have also worked to find the best possible
solutions for our clients impacted by the pandemic,
as well as capturing arising opportunities.

2021 Annual Report PT Bank HSBC Indonesia



2

CONTENTS

2021 PERFORMANCE
HIGHLIGHTS

MANAGEMENT DISCUSSION
AND ANALYSIS

Key Highlights 2021
Financial Highlights
Strategic Initiatives in 2021
Awards in 2021

N oo o g b

Important Events in 2021

MANAGEMENT REPORT

10 Report of The Board of Commissioners

16 Report of The Board of Directors

50
52
58
60
69
74
74
84
86
86
90
98

152

Economic Review

Business Review

Marketing Analysis

Financial Performance Review
Other Material Information
Business Support Review

- Human Resources

- Technology & Operations
Risk Management

- Risk Exposure and Capital
- Risk Management Practice

- Information Disclosures of Risk
Exposures and Capital

Business Prospects

COMPANY PROFILE

30 Company Profile

32 Company Vision, Mission, and
Core Value

34 Brand Personality

35 Shareholding Structure

36 Share Ownership

36 Products and Services

37 Business Activities

38 Profile of the Board of Commissioners
42 Profile of the Board of Directors

46 Organisational Structure

PT Bank HSBC Indonesia

2021 Annual Report



GOOD CORPORATE

88 CORPORATE
SUSTAINABILITY

-

GOVERNANCE
156 The Principles of Good Corporate
Governance
156 Governance Statement
157 Good Corporate Governance
Principles

157 The Objective of Good Corporate
Governance Implementation

157 Governance Assessment
158 Good Corporate Governance
Structures

158 General Meeting of Shareholders
158 Board of Commissioners
169 Board of Directors

175 The Implementation of Financial
Conglomerates

177 Corporate Secretary
177 Compliance Function
178 Legal Issues

179 Share Options

179 Share Ownership of The Board of
Commissioners and The Board of
Directors

179 Affiliate Relationships
179 Self-Assessment

179 Internal Audit Work Unit
180 External Audit

180 The Implementation of Risk
Management

181 Detailed Large Exposure

182 Remuneration Disclosures 2020
186 Internal Fraud

186 Customer Complaint Handling

190 Sustainability

193 Plan, Focus, and Programmes in 2022

CORPORATE DATA

196 Senior Executive Profile
197 Address of Offices & Branches

2021 SUSTAINABILITY
REPORT

FINANCIAL
STATEMENTS

2021 Annual Report

PT Bank HSBC Indonesia

3



4
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Key Highlights
oA

KEY
HIGHLIGHTS 2021

In 2021, the banking industry saw improved performance, helped by economic recovery amid the prolonged
COVID-19 pandemic. Policy synergy between financial authorities and the government was able to stimulate
banking intermediation. HSBC ran its business in prudence to drive performance and maintain the Bank'’s
fundamentals.

Capital Adequacy Ratio Total Customer Deposits

/ﬁ (CAR) Rp
| K 85 41
— 3 0 " 0 (] n trillion
Total customer deposits increased
CAR was at a healthy level and above 18.36% from Rp72r.)‘|6 trillion in 2020.
regulatory requirement.
g@ Total Assets E‘ Low-Cost Funding Ratio

124.46 .. 72.045,

Total assets per 31 December 2021 o
increased 10.53% from Rp112.60 trillion in Increased from 70.89% in 2020
the previous year.

Total Gross Loans Return on Assets
O Disbursed

54.52 ... 1.53 %

Return on assets ratio decreased from

Total loans in 2021 were Rp54.52 trillion. .
1.56% in 2020.

Return on Equity Net Profit

7.615, il 947

Return on equity ratio increased from Net profit reached Rp1.47 trillion per
7.04% in 2020. 31 December 2021.

Operating Expenses to

@ DH Operating Income (BOPO)
7 %
- 8 n 03 (1)
Operating Expenses to Operating Income
reached 78.03% per 31 December 2021.
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FINANCIAL HIGHLIGHTS

(in billion Rupiah, unless otherwise specified)

Statements of Financial Position

Total Assets 124,462 112,601
Total Productive Assets 115,841 105,957
Loans to Customers - Gross 54,516 58,394
Investment Securities 21,121 17,861
Total Liabilities 104,321 93,303
Deposits from Customers
- Demand Deposits 45,584 35,871
- Savings Accounts 15,946 15,281
- Time Deposits and Deposits on Call 23,877 21,008
Borrowings and Subordinated Loans 7,269 8,571
Total Equity 20,141 19,298
|
Interest Income 4,772 5,307
Interest Expenses (1,255) (1,433)
Net Interest Income 3,517 3,874
Non-Interest Income 2,416 2,955
Operating Income after Impairment Losses 5,185 5,112
Profits Before Tax 1,857 1,774
Net Profit for the Year 1,473 1,310
Comprehensive Income (120) 384
Earnings per Share (in Rupiah, Full Amount) N/A N/A
Financial Ratios I
Capital
Capital Adequacy Ratio (CAR) 30.07% 26.70%
Productive Assets Quality
Non-Performing Productive and Non-Productive Assets to Total Productive and 1.32% 1.14%
Non-Productive Assets Ratio
Non-Performing Productive Assets to Total Productive Assets Ratio 2.18% 1.90%
Allowance Provision on Earning Assets to Total Earning Assets 2.78% 2.93%
Non-Performing Loan Ratio - Gross 4.64% 3.45%
Non-Performing Loan Ratio - Net 0.79% 0.94%
Profitability
Return on Assets (ROA) 1.53% 1.56%
Return on Equity (ROE) 7.61% 7.04%
Net Interest Margin (NIM) 3.36% 4.03%
Operating Expenses to Operating Income (BOPO) 78.03% 84.67%
Cost to Income Ratio (CIR) 64.01% 65.58%
Liquidity
Loan to Deposit Ratio (LDR) 63.83% 80.84%
Macroprudential Intermediation Ratio (MIR) 59.37% 72.95%
Low-Cost Funding Ratio 72.04% 70.89%
Liability to Equity Ratio 517.95% 483.49%
Liability to Asset Ratio 83.82% 82.86%
Compliance
Percentage of Violation of Legal Lending Limit
a. Related Party 0.00% 0.00%
b. Non-Related Party 0.00% 0.00%
Percentage Lending in Excess of Legal Lending Limit *
a. Related Party 0.00% 54.56%
b. Non-Related Party 0.00% 0.00%
Minimum Reserve Requirement
a. Primary Reserve Requirement - Rupiah ™
- Daily 0.50% 0.00%
- Average 7.41% 4.12%
b. Primary Reserve Requirement - Foreign Currency *** 4.18% 4.12%
1.63% 2.92%

Net Open Position (NOP)
*)

Excess of Legal Lending Limit was due to changes in regulation, POJK No.38/POJK.03/2019 regarding Changes on Financial Services Authority Regulation

No0.32/POJK.03/2018 concerning Legal Lending Limit and Provision of Fund for Commercial Banks.

prevailing regulations.

The Bank has prepared action plans in order to meet with

* Minimum Reserve Requirement for Rupiah currency as of December 2021 and 2020 referred to PADG No. 22/10/PADG/2020 and PADG No.22/4/ PADG/2020.
" Minimum Reserve Requirement for foreign currency as of December 2021 and 2020 referred to changes in PADG No 22/2/PADG/2020.
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2021 Management Company Management Discussion
Key Highlights Report Profile and Analysis
A

2021

STRATEGIC ACTIONS

In 2021, PT Bank HSBC Indonesia (“the Bank”) focused on continuing strategic priorities to grow sustainably:

Formulated and continued the best solution to minimise the impact for clients severely affected by the COVID-19 pandemic

and to capture opportunities upon the recovery.

Improved the customer-centric focus and experience by leveraging our unique digital capabilities.

Leveraged international network to maximise the opportunities in cross-border business corridors.

Increased capabilities and expanded market share for the Bank’s competitive strengths, in particular in the segment of
Multinational Clients, Cash Management, Trade Finance, Wealth Management, FX Provider and Securities Services.

Actively promoted business opportunities in Indonesia and captured investment opportunities and infrastructure projects

as well as quality credit growth in all categories of assets.

Attracted, educated, and maintained the existing talents, in addition to operational streamlining and strengthened

oversight.

AWARDS
IN 2021

Best Retail Payment Project 2021 from

The Asset

Best Digital Wealth Management Experience
2021 from The Asset

1%t in Best Wealth Management Bank in the
category of Bank Buku 3 Rp5 - 30 trillion from
Infobank Digital Brand Award 2021

2" Best Product Brand Wealth Management
from Infobank Digital Brand Award 2021
Best Payment and Collection Solutions for
Global Liquidity and Cash Management from
The Asset Triple A Awards 2021

Best Supply Chain Solution Garudafood for
Global Trade and Receivables Finance from The
Asset Triple A Awards 2021

Best Supply Chain Solution Unilever
Oleochemicals Indonesia for Global Trade and
Receivables Finance from The Asset Triple A
Awards 2021

Marketing & Brand Initiative of the Year, HSBC
Fusion from the Asian Banking & Finance Retail
Banking Awards 2021

Indonesia Trade Finance Market Leader for three
consecutive years based on Euromoney Trade
Finance survey

Indonesia Best Trade Finance Service Leader for
three consecutive years based on Euromoney
Trade Finance survey

Best Wealth Manager for four consecutive years
from The Asset Triple A

Best Customer Loyalty Program, HSBC Reward
Point from The Digital Banker, Retail Banking
Innovation Award 2021

Credit Card of the Year, Jadi Juara Campaign
from The Digital Banker, Retail Banking
Innovation Award 2021




IMPORTANT
EVENTS

&j-

25 August 2021

HSBC Indonesia Summit 2021

The Bank held the HSBC Indonesia Summit 2021
virtually on 25 August, with participations of

1,900 Corporate and Personal Banking clients,
bringing the theme “Driving Indonesia’s economy
as ASEAN's growth powerhouse”. The event
underlined the commitment of HSBC in Indonesia
as the go-to bank to support local corporates’
growth agenda in Southeast Asia and globally. The
Bank also showed employees the significance of
international connectivity, considering Indonesia’s
position as Southeast Asia’s largest economy and
market with strong future growth potential.

The event presented HSBC Indonesia President
Director Francois de Maricourt and ASEAN Chief
Economist Joseph Incalcaterra. Representing

the government as speakers were Coordinating
Minister for Economic Affairs Airlangga Hartarto
and Minister of Investment/Chairman of Investment
Coordinating Board Bahlil Lahadalia.

2021 Annual Report

28 November 2021 & 5 December 2021

The Return of Badminton - HSBC
BWF Partnership Indonesia

In line with HSBC global objectives to promote
inclusivity and accessibility, the Bank sponsored
Indonesian badminton in cooperation with the
Badminton World Federation and the Indonesian
Badminton Association (PBSI). The event was

held offline in Jakarta and Bali with strict health
protocols, as well as digitally such as through online
game.

On 28 November, the Bank held talkshow with
former players Tontowi and Liliyana Natsir and
watched together the Indonesia Open final match.
On 5 December, another event was held with
Tontowi and Liliyana to watch together the BWF
World Tour final match.

PT Bank HSBC Indonesia
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The Board of Commissioners worked closely with the Board of

Directors to develop the Bank’s strategy for 2021 and the coming

years. We made sure that the Board of Directors had formulated

the right strategy, taking into account the Bank’s capabilities and

external conditions.

Respected Shareholders,

The global economy started to recover in 2021, as some
countries had relaxed mobility restrictions and opted
to mitigate the COVID-19 virus with vaccinations. The
World Bank said that global growth would likely reach
5.5% in 2021, after a 3.4% contraction in 2020. However,
the pace of recovery was still uneven, with emerging
markets experiencing weaker recovery than advanced
economies due to slower vaccination progress, more
limited policy response, and the scarring effects of the
pandemic.

After seeing a GDP contraction of 2.07% in 2020,
Indonesia bounced back to record a 3.69% growth in
2021, supported by government stimulus and rising
export proceeds from its two major commodities,
coal and crude palm oil. The government'’s efforts to
accelerate the vaccination programme and manage
mobility restrictions also helped the economy return to
a sense of “normalcy”. However, private consumption,
which used to be the main economic driver, was still
weak as people grappled with reduced incomes.

The improving economic environment has also had a
positive effect on the banking sector, which managed
to book loan growth of 5.24% after seeing lending
fall in 2020. In addition, the extension of the credit

2021 Annual Report

restructuring policy allowed loans to remain healthy,
with declining numbers of affected debtors. Indonesian
banks remained sturdy in 2021, with strong capital and
profitability.

Assessment of the Performance of the Board
of Directors

Indonesia’s economy improved in 2021, but the recovery
was still uneven between economic sectors. This
impacted loan growth, which remained sluggish in some
sectors. Banks had to stay prudent when channelling
loans to maintain fundamentals, especially as some
debtors were still involved in the debt restructuring
scheme.

Those external factors also affected HSBC Indonesia. The
Board of Directors had designed moderate targets for
2021, which factored in the pandemic, achieving most
of the targets. Capital-wise, the Bank was in a stronger
position in 2021 than in 2020. The Bank also managed to
reduce operating expenses. However, lending remained
an issue due to weak demand and risk aversion.

Overall, we think that the Board of Directors did well
in 2021, considering the volatile conditions. The Bank's
fundamentals have remained strong, placing it in a
comfortable position to capture future opportunities.

PT Bank HSBC Indonesia
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REPORT OF THE BOARD OF COMMISSIONERS

Supervision of Strategy Formulation and
Implementation by the Board of Directors

The Board of Commissioners worked closely with the
Board of Directors to develop the Bank’s strategy for
2021 and the coming years. We made sure that the Board
of Directors had formulated the right strategy, taking into
account the Bank’s capabilities and external conditions.
In addition, we maintained discussions throughout the
year to ensure the appropriate strategy implementation.

In 2021, the Bank aimed to grow the business sustainably
while protecting its fundamentals, considering that the
prolonged COVID-19 pandemic still weighed down the
economy. It also strengthened the offered products
and services, as well as streamlined and automated
operations.

Frequency and Method of Advice to the Board
of Directors

The Board of Commissioners communicated with the
Board of Directors through both formal meetings and
casual means, with the main objective of ensuring that
the Bank would be able to meet the set targets. Amid the
pandemic, the meetings were held in person with strict
health protocols and online using secured channels. In
2021, the Board of Commissioners held 6 joint meetings
with the Board of Directors.

View on Business Outlook

It is expected that 2022 will be a better year as many
countries have begun to loosen pandemic-related
restrictions. The Indonesian government has projected
a growth of 5.2% in 2022, after booking a 3.7% growth
in 2021. Bank lending has also improved in early 2022
due to higher customer demand, according to Bank
Indonesia data.

We believe that HSBC Indonesia will perform better in
2022 than in 2021 as the Bank has sizeable liquidity, and
the improving business conditions are likely to lead to
higher working capital loans. In addition, our strong
fundamentals and competitive strengths will help us
execute the set plans, while our global network will
support us in maximising cross-border opportunities.

PT Bank HSBC Indonesia

Sustainability

Our values include creating “real impact on people’s
lives, communities and the planet” and “focusing on the
sustainable interests of our customers, investors, and
the planet we all share.” We hold those values in mind
when conducting business activities to ensure that our
operations benefit both the people and the planet.

We are also committed to leading the transition to a net-
zero economy by gradually reducing related-portfolio
and supporting clients to make their transitions. This is
a part of our global commitment to the environmental,
social, and governance (ESG).

We understand the burden of the pandemic on
individuals and businesses. The Bank has continued to
lend a hand to support our clients in these challenging
times, ensuring that they can grow sustainably along
with us.

Corporate Governance

The Bank upholds good corporate governance (GCG) in
all business activities, in compliance with the applicable
laws and regulations, and in line with global best
practices. The Board of Commissioners is of the view
that the Bank is fully committed to implementing GCG,
as reflected in the December 2021 self-assessment
governance rating of 2 (Good). This rating means that
the Bank has strong confidence in the shareholders and
stakeholders.

Performance of the Committees under the
Board of Commissioners

The Board of Commissioners is assisted by three
committees: the Audit Committee, the Risk Oversight
Committee, and the Nomination and Remuneration
Committee. All delivered exceptional performance
in 2021 to ensure that the Bank reached its targets.
The Audit Committee held 5 meetings in 2021, while
the Risk Oversight Committee held 4 meetings and
the Nomination and Remuneration Committee held 5
meetings.

2021 Annual Report
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COMMISSIONERS

1. Hanny Wurangian
Vice President Commissioner and
Independent Commissioner

2. Martin John Haythorne
President Commissioner

3. Mark Thomas Mckeown
Commissioner

Catherinawati Hadiman Sugianto
Independent Commissioner

Mark Trevor Surgenor
Commissioner

Umar Juoro
Independent Commissioner
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REPORT OF THE BOARD OF COMMISSIONERS

Changes in the Composition of the Board of Commissioners

There is a change in the composition of the Board of Commissioners since February 2022 where Matthew Kneeland
Lobner’s term of office as President Commissioner of the Bank has ended, and has been replaced by Martin John
Haythorne effectively since 9 February 2022.

Name Designation Profile Summary

Matthew Kneeland Lobner President Commissioner” A 50-year-old US citizen. He joined the HSBC Group in 2005.
He was appointed as President Commissioner in 2017, and
his term of office as President Commissioner has ended as
of 9 February 2022.

Martin John Haythorne President Commissioner™ A 58-year-old British citizen. He joined Midland Bank in
the UK in 1986 and following the acquisition by the HSBC
Group, has worked for the group since. He was appointed as
President Commissioner in 2021 and has effectively served
since 9 February 2022.

Hanny Wurangian Vice President A 71-year-old Indonesian citizen. He owns a leading public
Commissioner accounting firm. He was appointed as Vice President
and Independent Commissioner in 2000.

Commissioner

Mark Thomas McKeown Commissioner A 63-year-old British citizen. He has been with the HSBC
Group for nearly three decades. He was appointed as
Commissioner in 2015.

Umar Juoro Independent A 62-year-old Indonesian citizen. He has a variety of
Commissioner experiences in the private and public sectors. He was
appointed as Independent Commissioner in 2017.
Catherinawati Hadiman Independent A 57-year old Indonesian citizen. She has worked in the
Sugianto Commissioner banking sector for more than three decades. She was

appointed as Independent Commissioner in 2020.

Mark Trevor Surgenor Commissioner A 49-year-old British citizen, He has a variety of experience
in the banking industry worldwide. He was appointed as
Commissioner in 2020.

" His term of office as President Commissioner of the Bank has ended as of 9 February 2022
" Effectively serves as President Commissioner of the Bank since 9 February 2022

PT Bank HSBC Indonesia 2021 Annual Report
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Appreciation
Representing the Board of Commissioners, | wish to thank the Board of Directors and all individuals involved in HSBC
Indonesia for their effort during another challenging year. The Board of Commissioners also wishes to express its

gratitude to the shareholders and stakeholders for their confidence, as well as the Bank’s clients for their support. May
we continue to grow together in the future.

A Mot

Martin John Haythorne
President Commissioner

2021 Annual Report PT Bank HSBC Indonesia 15



REPORT OF
THE BOARD OF DIRECTORS

1 6 PT Bank HSBC Indonesia 2021 Annual Report




Good Corporate
Governance

Corporate

Corporate
Sustainability Data

Financial
Statements

Sustainability
Report

We leveraged our unique digital capabilities and global network

to serve clients, while strengthening our competitive advantage in

various segments, including cash management, trade finance, and

wealth management.

Dear Shareholders and Stakeholders,

The overall general economic landscape improved in
2021 as the world returned to some kind of “normalcy”,
supported by the high vaccination rates and easing
mobility restrictions. Fiscal and monetary policies also
helped stimulate the economy as well as the banking
sector. HSBC Indonesia focused on increasing its
performance while maintaining its fundamentals, as
the economy remained volatile due to the COVID-19
outbreak.

Economic and Banking Conditions

The global economy began to recover in 2021 as
governments  worldwide accelerated vaccination
programmes and created stimulus to drive growth.
Although mutating COVID-19 variants caused outbreaks
in early and mid-year 2021, the global economy managed
to expand 5.5%, following a contraction of 3.4% in 2020.
The US and Chinese economies saw strong growth,
but emerging economies experienced weaker recovery
due to slower vaccination programmes and the scarring
impact of the pandemic.

2021 Annual Report

The global recovery led to increasing trade and
investment, with top commodity prices reaching record
highs. This included coal and crude palm oil. The surge
in prices benefited producers, including Indonesia. On
the other hand, supply chain disruptions remained
an ongoing issue, particularly as consumer demand
increased during the year.

Indonesia also experienced economic recovery as the
governmentextended its stimulus programme, allocating
Rp745 trillion for the healthcare sector, social assistance,
aswell as micro, small and medium enterprises (MSMEs).
This government spending managed to compensate for
weak household consumption, which is usually the main
driver of the economy.

The banking sector picked up, with loan growth reaching
5.24% after experiencing a decline of 2.41% in 2020. Loans
remained healthy as the Financial Services Authority
(OJK) extended the credit restructuring relaxation policy.
The capital was strong, as indicated by a higher Capital
Adequacy Ratio (CAR) of 25.67% per December 2021.
Liquidity remained in surplus in the financial system
as banks stayed vigilant in channelling loans amid the
unpredictable conditions.

Indonesian banks also recorded better profitability
in 2021, with higher Return on Assets (ROA) and Net
Interest Margin (NIM). Total assets rose 10.18% to
Rp10,112.30 trillion.

PT Bank HSBC Indonesia
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Francois de Maricourt
President Director

Nisha Asha Bhambhani
Compliance Director

Stephen Whilton Angell
Director

Edhi Tjahja Negara Darmohusolo
Director

Dio Alexander Samsoeri
Director

Riko Adythia
Director

Eri Budiono
Director

James Rex Elwes
Director

Yardley
Director
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Bank Performance

The Bank performed reasonably well in 2021 considering
the external factors affecting the banking industry. HSBC
Indonesia aimed to improve its performance while
protecting its long-term fundamentals. We achieved
most of the set targets, but lending remained an issue
as debtors were still affected by the pandemic, causing
difficulties in loan repayments. Total gross loans in
2021 declined 6.64% to Rp54.52 trillion, with gross
Non-Performing Loans (NPL) ratio increasing to 4.64%.
Working capital loans experienced the greatest decline.

Targets vs Achievements

We continued monitoring customers in the debt
restructuring scheme to check their repayment
capabilities, and remained on standby to provide support
based on our risk tolerance. With prudent measures, we
were able to keep our fundamentals intact, as reflected in
the increase in CAR to 30.07% from 26.70% the previous
year. The Bank also continued minimising operating
expenses to increase its efficiency.

With excess liquidity in the market, the Bank managed
to book a 18.36% increase in third party funds to Rp85.41
trillion, with a higher portion of low-cost funds at 72.04%.
The faster increase in third party funds than that of loans
caused the Loan to Deposit Ratio (LDR) to decline to
63.83%. This was mostly due to external conditions. NIM
slid to 3.36% from 4.03% a year earlier.

IS S I

Loan Growth 0.69% (6.64%)

Third Party Fund Growth 4.26% 18.36%

ROA 1.44% 1.53%

ROE 6.73% 7.61%

NIM 3.55% 3.36%

CAR 26.96% 30.07%

BOPO 83.60% 78.03%
Bank Strategy Role of the Board of Directors in Formulating

HSBC Indonesia continued to focus its strategy on
sustainable long-term growth. In 2021, the Bank’s main
priority was to formulate the best solutions for clients
impacted by the COVID-19 pandemic, as well as to
capture arising opportunities. We leveraged our unique
digital capabilities and global network to serve clients,
while strengthening our competitive advantage in
various segments, including cash management, trade
finance, and wealth management.

The Bank aimed to capture arising investment
opportunities and infrastructure projects to grow its
assets. Internally, we streamlined and automated
operations and improved the capabilities of our talent to
continue our progress.

PT Bank HSBC Indonesia

Strategy

Last year, the Board of Directors, along with the senior
management, held intensive meetings and discussions
to formulate the Bank’s strategy for 2021. We assessed
the Bank’s capabilities and studied the external factors
that would affect the economic landscape and the
banking sector to ensure that the Bank’s strategy would
support its target achievement. The strategy is a part of
the Bank’s Business Plan (RBB), which was submitted to
the OJK.

Strategy Implementation

The Board of Directors and the senior management
worked to ensure that the Bank's strategy was
implemented. The board also ensured that adjustments
were made if required in line with the economic
and business conditions. Feedback from the Bank's
customers was evaluated to support the implementation
of our strategy.

2021 Annual Report
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Overcoming Challenges

The COVID-19 pandemic still posed great challenges in
2021, with outbreaks in the early and middle of the year
hampering economic growth as the government limited
social mobility and business operations. The economy
began to recover in 2021, but the recovery was still
uneven across the board. Different recovery between
sectors required the Bank to remain adaptable when
managing its credit portfolio as well as fundamentals.

Our strategy for 2021 was designed to address these
challenges and support the Bank as it navigated the year.
The Board of Directors believes that the Bank managed
to deal with most of the challenges as demonstrated
by the achievement of most of the targets, despite the
unfavorable operating environment.

Lending and Funding Rates
In 2021, the lending and funding rates were as follows:

Prime Lending Rate by Segment

Consumer Credit Funding Rate in

Business Activities and Products and Services
As a bank, the main business of HSBC Indonesia is
collecting funds from the public and lending funds to
other banks or customers. Our products and services
are categorised into three major segments: Wealth and
Personal Banking, Commercial Banking, and Global
Banking & Markets. More information about this can be
found in the Company Profile section.

Corporate Credit | Retail Credit Micro Credit

Rupiah

Mortgage Non-Mortgage

6.75% | 9.50% | -

Organisational Structure
The Bank’s structure supports business sustainability,
from operations to human resources. This allows the
Bank to provide efficient and effective services and
solutions for customers, as well as create an environment
where employees can thrive.

Network and Business Partners

As a part of a global network, HSBC Indonesia combines
international expertise and local know-how to deliver
superior products and services to Indonesian clients.
The HSBC network, which exists in 64 countries across
the globe, has proven that it has local staff that can meet
customer needs. In 2021, the Bank had 54 branches in 23
cities across Indonesia, with over 3,000 employees.

Share Ownership by Members of the Board of
Directors and the Board of Commissioners

The Board of Directors and the Board of Commissioners
did not hold any of the Bank’s shares in 2021, as
detailed in the Company Profile and the Good Corporate
Governance sections.

2021 Annual Report

Material Changes at the Bank
There were no material changes at the Bank in 2021.

Commitment to Sustainable Finance

The implementation of sustainable finance at HSBC
is based on POJK 51/POJK.03/2017 concerning the
Implementation of Sustainable Finance at Financial
Service Institutions, Issuers and Public Companies. This
commitment is a form of the Bank’s full support of the
efforts to create sustainable economic growth through
aligning economic, social and environmental interests.

As a follow-up, the Bank has prepared a sustainable
financial action plan (RAKB) for a period of 5 (five) years,
with the main objective of providing financing that will
enable the transition to a low carbon economy and help
clients manage the risks associated with the transition
process. Sustainable financing activities include
providing credit and loan facilities, as well as consulting
services and access to the capital market.

PT Bank HSBC Indonesia
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The information contained in the RAKB, includes:

1. Training and education.

2. Leading and establishing a debate forum on
sustainable finance and investment activities.

3. Transition risk.

4. Sustainable operations.

5. Improving and promoting sustainable investment
products.

6. Actively engaging clients in high carbon sectors
to assist and support their transition strategy, and
reviewing their approach to reducing greenhouse
gas emissions.

Sustainability and Bank Response

Sustainable finance activities should include financing
and investment activities that support the Sustainable
Development Goals (SDGs), and in particular focus
on the efforts to address the threat of climate change.
Therefore, the Bank has developed standard operating
procedures that outline the integration of social,
environmental, and governance risks into business
activities in the priority sector of credit/financing.

In addition, the Bank has also conducted studies related
to priority sector financing, the results of which will be
used as guidelines in the development of sustainable
financial products and / or services. In addition to
preparing these norms, the Bank has also formed a
working group to encourage the implementation of
the RAKB. The working group has members from the
business and support units.

Sustainable Finance Achievements in 2021
Although its business operations are not directly
associated with environmental protection, the Bank is
committed to promoting environmental preservation.
The Bank’s concern for environmental preservation is
manifested through various activities, including the use
of environmentally-friendly materials, namely the use of
paper that has obtained a Forest Stewardship Council
(FSC) certification, or paper that has been sourced from
an environmentally-friendly and sustainably-managed
forests.

The Bank has also provided special trash bins to enable

its employees to sort garbage by type, including cans,
paper, and plastic waste.

PT Bank HSBC Indonesia

In addition, the Bank also makes social contributions.
Among the programmes realised by the Bank in 2021
was the provision of oxygen cylinders to overcome
shortages amid the surge in COVID-19 cases.

The Bank distributes the economic value to its
stakeholders, including the Indonesian government
through the payment of taxes and other obligations. In
2021, the amount disbursed by the Bank reached Rp384
billion.

Environmental, Social, Governance Elements
HSBC believes that our Environmental, Social, and
Governance (ESG) performance is crucial to long-term
success. We publish regular updates and set targets to
guide our business activities, including increasing the
representation of women in senior roles, improving
customer satisfaction, and upholding high global
standards of conduct.

We also have an environmental strategy to support
the transition to a net zero global economy through
providing sustainable finance, creating climate solutions
and innovation, and meet global HSBC ambition of net
zero carbon emission for operations and supply chain
by 2020.

Risk Management

The Bank strives to ensure that its products and services
have no negative impact on the environment, the
society and the community. This commitment is realised
to support the implementation of sustainable finance
principles.

The Bankhasalsoimplemented arisk management policy
to ensure that all business risks are identified, measured,
managed and reported. This risk management system
provides benefits in the form of increasing the trust of
the shareholders and the public, and providing a more
accurate picture of future performance.

The Bank has adopted the Equator Principles, which
is a risk management framework that helps financial
institutions assess and manage the social and
environmental impacts of the large projects that receive
its financial support.

2021 Annual Report
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External Conditions and Challenges to
Achieving Sustainable Finance

The Bank realises that there are still challenges to
implementing sustainable finance. Nevertheless, the
Bank remains committed to actively supporting the
implementation of the principles of sustainable finance.

HSBC is currently a member of the Indonesian
Sustainable Finance Initiative (IKBI), a platform that aims
to promote the adoption of sustainable finance at private
financial institutions and help reduce environmental,
social and governance risks, thereby jointly supporting
a low-carbon economy.

In line with these efforts, the Bank also continues to
strengthen its internal capabilities to increase its role in
the field of sustainable finance. This is pursued through
training of Bank employees on materials relevant to
sustainable finance, as well as conducting various
studies of the sectors that support sustainable finance.

Future Opportunities

The Bank’s primary objective in the area of sustainable
finance is to promote the transition to a low-carbon
economy. Sustainable financing includes the provision
of credit and loan facilities, as well as consulting services
and access to the capital market.

Throughout 2021, the Bank made a number of important
achievements, including mandated as Joint Bookrunner
and Joint Green Structuring Advisor for the issuance
of Government of Indonesia’s 30-year Green Sukuk as
part of a triple tranche deal which raised US$3 billion.
This is the longest tenor of any Green Sukuk ever issued
globally. The funds will be used to support selected
green projects under the government’'s Green Sukuk
framework.

This achievement is an important manifestation of
the implementation of the Bank's commitment to
sustainability, opening up opportunities to contribute
more in various sectors. The sectors that support
sustainability include renewable energy, sustainable
water and waste management, sustainable land use and
climate change adaptation.

2021 Annual Report

Business Outlook

The global economy is expected to experience slower
growthin2022, afterareboundin2021, duetodiminishing
fiscal support and ongoing supply disruptions. The
World Bank said the growth of advanced economies
could return to the pre-pandemic level in 2023, but
emerging economies might face more challenges due to
the fallout from the pandemic.

The Indonesian government is confident that the
country’s growth can reach 5.2% in 2022, an increase
from 3.7% in 2021, as investment and consumption could
further improve. Bank lending continued to improve at
the start of 2022, with OJK in January 2022 expecting a
7.5% growth for the full year. In April 2022, OJK revised
the expectation of loans growth to 9%. Bank Indonesia
has maintained the benchmark interest rate at a record
low of 3.5% to continue stimulating growth, while OJK
has extended the credit restructuring relaxation policy to
March 2023.

HSBC Indonesia has set moderate targets for 2022, taking
into account internal capabilities and external factors.
We will remain vigilant in doing business, ensuring that
our fundamentals remain strong to achieve long-term
sustainable growth.

Good Corporate Governance

The Bank upholds Good Corporate Governance (GCG)
in running its operations, complying with relevant
laws and regulations and learning from best practices.
Our GCG principles are Transparency, Accountability,
Responsibility, Independence, and Fairness (TARIF). We
believe that good governance is the key to obtaining the
trust of the shareholders and stakeholders.

HSBC Indonesia periodically self-assessed its 11 GCG
Implementation Evaluation Aspects. The assessments
are grouped into a governance system consisting of
three areas: governance structure, governance process
and governance outcome. Our rating for 2021 was Good.

PT Bank HSBC Indonesia
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Human Resources and Technology

The pandemic has accelerated technology adoption in
almost every sector, including banking. The Information
Technology Department has upgraded the Bank's
infrastructure to support its medium-term operations,
ensuring smooth services despite the change in work
trends associated with the pandemic. The Bank has
introduced a hybrid work model, in which employees
can work from home and the office in shifts.

We continue to build employee capacity through
training. The pandemic has limited the employees’
international exposure due to travel restrictions, but
we have used e-learning and other digital tools to
continually improve employee capabilities as a part of
their career development.

Changes in the Composition of the Board of Directors
In 2021, the Bank appointed Yardley as a director, while Caecilia Pudji Widyarti stepped down from her position as a

director.

Designation

President Director

Name

Francois de Maricourt

Director Stephen Whilton Angell

Director Dio Alexander Samsoeri

Director Eddy Tjahja Negara Darmohusolo
Director Eri Budiono

Director Riko Adythia

Compliance Director

Nisha Asha Bhambhani

Director

James Rex Elwes

Director

Yardley

PT Bank HSBC Indonesia
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Appreciation

Representing the Board of Directors, | would like to thank the management and all employees for their efforts during
the challenging year of 2021. | wish to express gratitude to the Board of Commissioners for their support and advice
throughout the year. | also would like to extend appreciation to the shareholders and stakeholders, as well as our
business partners and clients, for their confidence in the Bank. | hope that HSBC Indonesia will continue growing in
the years to come.

a

o

e &

Francois de Maricourt
President Director
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STATEMENT OF THE BOARD OF COMMISSIONERS
REGARDING RESPONSIBILITY FOR

THE 2021 ANNUAL REPORT AND SUSTAINABILITY
REPORT OF PT BANK HSBC INDONESIA

We, the undersigned, hereby declare that all information in the Annual Report and Sustainability Report of

PT Bank HSBC Indonesia for the year 2021 has been presented in its entirety and that we assume full responsibility for the
accuracy of the contents of the Company’s Annual Report and Sustainability Report.

The statement is duly made in all integrity.

A M t—

Martin John Haythorne
President Commissioner

Mark Thomas Mckeown
Commissioner

007
s

Catherinawati Hadiman Sugianto

Independent Commissioner

Jakarta, June 2022

Board of Commissioners

__y/&:fa '{‘3"3{1&

Hanny Wurangian
Vice President Commissioner and
Independent Commissioner

BN

Umar Juoro
Independent Commissioner

Mark Trevor Surgenor
Commissioner

PT Bank HSBC Indonesia
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STATEMENT OF THE BOARD OF DIRECTORS
REGARDING RESPONSIBILITY FOR

THE 2021 ANNUAL REPORT AND SUSTAINABILITY
REPORT OF PT BANK HSBC INDONESIA

We, the undersigned, hereby declare that all information in the Annual Report and Sustainability Report of

PT Bank HSBC Indonesia for the year 2021 has been presented in its entirety and that we assume full responsibility for the

accuracy of the contents of the Company’s Annual Report and Sustainability Report.

The statement is duly made in all integrity.

S A

Stephen Whilton Angell
Director

Edhi Tjahja Negara Darmohusolo

Director

/

Riko Adythia
Director

L

Nisha Asha Bhambhani
Compliance Director

Jakarta, June 2022

Board of Directors
(A

B T -

< 5

Francois de Maricourt

President Director

Ayt

Dio Alexander Samsoeri
Director

ﬁﬁ.fg‘—"— £
—
Eri Budiono
Director

W

James Rex Elwes
Director

Yardley
Director
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With the support of over 3,000 employees, the
Bank provides banking services for Wealth and

Personal Banking, Commercial Banking, and
Global Banking and Markets.

About HSBC Group

HSBC Group (HSBC) is one of the world’s largest banking
and financial services providers in the world, operating in
both established and emerging markets. Throughout our
history we have been where the growth is, connecting
customers to opportunities. We enable business to thrive
and economies to prosper, helping people fulfil their hopes
and dreams and realise their ambitions.

HSBC serves more than 40 million customers across the
globe, from individual to major corporations, through three
global businesses which are Commercial Banking, Global
Banking and Markets, and Wealth and Personal Banking.
Our network includes 64 countries throughout Europe, Asia,
Middle East and North Africa, North America and Latin
America. HSBC is committed to conducting its business in
a responsible, sustainable and ethical way, providing fair
value to customers and strengthening our communities.

HSBC also facilitated a number of Indonesian companies to
connect with global opportunities, supporting sustainability
development in Indonesia and transition to net zero. Key
deals in 2021 include:

PT Bank HSBC Indonesia

Mandated as Joint Bookrunner and Joint Green
Structuring Advisor in the issuance of Government
of Indonesia’s 30-year Green Sukuk as part of a triple
tranche deal which raised US$3 billion. This was the
longest tenor of any Green Sukuk ever issued globally
at 30 years. Funds from the deal will support eligible
green projects under the government’s Green Sukuk
framework.

Acted as the Lead Arranger for US$800 million bridging
loan, of which HSBC contributed US$140 million, to PT
Pertamina Geothermal Energy to help support Indonesia
expand its renewable energy, as part of its transition to
net zero.

Mandated as Joint Bookrunner, Joint Lead Manager
and SDG Structuring Advisor for Republic of Indonesia’s
Inaugural SDG and first 40-year bond issuance under
the recently published SDGs Government Securities
Framework, a reflection of Republic of Indonesia’s
continuous journey towards sustainability development
in the country.

Mobilising finance to drive Net Zero Transition with

clients (Allana, Metito Indonesia, Inocycle Technology,
Ecopaper Indonesia, Euroasiatic).

2021 Annual Report



Good Corporate Corporate

Governance

Corporate
Sustainability Data

Financial
Statements

Sustainability
Report

1

i)
]
L. ]
]
-]
i
L]
-
=L
1
-

=

* Supporting the extension of the National Strategic
Project aimed at setting up infrastructure for 4G BTS
across the country’s archipelago, by providing a US$130
million Bank Guarantee facility for Fiberhome.

» Brought together a group of international banks, an
export credit agency and a multilateral development
bank to anchor the financing for Indonesia’s first national
telecommunication PPP satellite project, SATRIA. This
financing helped strengthen digital connectivity across
Indonesia’s 17,000ish archipelagos, and was certified as
Social Loan by Sustainalytics.

Learn more about HSBC by visiting:
www.hsbc.com/about-hsbc

About the Bank

As the pioneer of modern banking in Asian countries,
HSBC has a long history in Indonesia. HSBC opened its first
Indonesian office in Jakarta (formerly Batavia) in 1884 to
facilitate sugar trade, which was an important commerce at
the time. It then expanded operations to Surabaya in 1896.

Due to the turmoil in the Indonesian market, HSBC was
forced to cease its activities during the Second World War
and it re-opened when the war ended. After the closure of
its business in the middle of 1960s, HSBC re-obtained a

2021 Annual Report
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HSBC Grup:
HSBC was founded in Hong Kong on 3 March 1865.

>, HSBC operates in 64 countries and territories.

More than 40 million customers bank with HSBC around the

world.

HSBC employs 220,000 people around the world.

HSBC Group reported profits before tax in 2021 of US$18.9

billion with total assets of US$3 trillion.

new banking licence in 1968. The Bank has since continued
to grow and maintained its position as one of the biggest
foreign banks operating in Indonesia.

In May 2009, HSBC acquired PT Bank Ekonomi Raharja
Tbk with the aim to enhance HSBC’s commercial banking
business in Indonesia, expand retail presence in the banking
sector, and double HSBC’s network in Indonesia. PT Bank
Ekonomi Raharja changed its name to PT Bank HSBC
Indonesia (the Bank) in October 2016.

HSBC integrated its foreign bank branch office (The
Hongkong and Shanghai Banking Corporation Limited,
Jakarta Branch) into its local banking subsidiary (PT Bank
HSBC Indonesia) on 17 April 2017, to support the Indonesian
Government’s agenda to consolidate the banking industry.
HSBC was honoured to be the first international bank given
approval to integrate its foreign branch.

The Bank currently serves customers through 54 offices
in 23 cities in Indonesia. With the support of over 3,000
employees, the Bank provides banking services for Wealth
and Personal Banking, Commercial Banking, and Global
Banking and Markets. The Bank's commitment towards
Indonesian communities is reflected in various corporate
sustainability activities organised by the Bank.

PT Bank HSBC Indonesia
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VISION, MISSION, AND
CORE VALUES

VISION

Our purpose

Opening up a world of opportunity. We are here to mindfully
use our unique expertise, capabilities, breadth and perspectives
to open up new kinds of opportunities for our clients. We are
bringing together the people, ideas and capital that nurture
progress and growth, helping to create a better world — for our
clients, people, investors, communities and the planet we all live,
today and in the future.

MISSION

Our Mission

To be the preferred international financial partner for our clients,
by putting our clients’ needs at the very heart of everything we
do every day, helping them to thrive and bounce back stronger
post pandemic era. With HSBC, we are connecting Indonesia to
the world and the world to Indonesia.

PT Bank HSBC Indonesia 2021 Annual Report
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OUR VALUES

We value difference

We were born speaking different languages. We were founded on the strength of different
experiences, attributes and voices; they are integral to who we are and how we work.

The greater our empathy and diversity, the better we reflect the worlds of our customers
and communities — and the better we can serve them.

So we champion inclusivity. We listen. We remove barriers. And we seek out views different
from our own.

We succeed together

We offer our customers a unique breadth of opportunity.

And we can only deliver the full promise of this by being truly connected — across boundaries.
With our customers and partners. Together as colleagues and as an organisation.

So, we collaborate across boundaries. We trust and support each other.

Together, we make possible what we cannot do alone.

We take responsibility

What we do has a real impact on people’s lives, communities and the planet.

We take this responsibility seriously.

We set ourselves high standards and are each accountable for our actions. We always use
good judgement. And if something doesn’t feel right, as colleagues we speak up and act.
We build for tomorrow, today. We succeed only by taking the long view, by focusing on
the sustainable interests of our customers, investors, and the planet we all share.

We get it done

We create value for our customers and investors by always moving forward

and making things happen.

We're entrepreneurial: we try new things, we learn and improve, and we take smart risks.
We're dynamic. We move at pace.

We're decisive: we make clear choices and take bold actions.

And we keep our word: we always do what we promise.

2021 Annual Report PT Bank HSBC Indonesia
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BRAND PERSONALITY

> Our personality is born of the values and experiences of HSBC
Group. Over 150 years ago HSBC was established to serve the needs
of emerging trade routes in Asia. Since then we have grown to
become an international bank serving the needs of millions of people,
businesses, and communities around the world.

BRAND PURPOSE

> Opening up a world of opportunity.

BRAND PROMISE

> If our purpose is what we do, and our personality is the style in which
we deliver it, our brand promise is our commitment to customers.

OUR COMMITMENT

> *  Focus on our strengths

We're focusing our energy and investments where we can make the
greatest difference for our customers.

» Digitise at scale
We're putting the full power of our bank in every customer’s pocket,
with easier and more secure digital banking.

* Energies for growth
We're inspiring a dynamic and inclusive culture, and empowering
our people by helping them develop future skills.

+ Transition to net zero
We're leading the transition to a net zero economy by transforming
ourselves, and supporting and financing our customers to make
their own transitions.
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SHAREHOLDING

STRUCTURE

The shareholding structure of the Bank as of 31 December 2021:

2

HSBC Holdings
Plc.

100% I

HSBC Asia Holdings
Limited

100% I

The Hongkong and
Shanghai Banking
Corporation Limited

100%

2

Other minority

shareholders HSBC Asia Pacific

Holdings (UK)
Limited

* BCA

PT Bank Central Asia
Tbk.

0.0002% 98.9357%

1.0641%

PT Bank HSBC
Indonesia

2021 Annual Report
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OWNERSHIP

The composition of shareholders as of 31 December 2021 was as follows:

Shareholders Amount of Shares Shareholding Percentage

HSBC Asia Pacific Holdings (UK) Limited 10,473,719,274 98.9357%
PT Bank Central Asia Tbk. 112,653,737 1.0641%
Others 21,986 0.0002%
Total 10,586,394,997 100.0000%

PRODUCTS AND
SERVICES

The Bank has various products and services in its major business segments: Wealth and Personal Banking, Commercial
Banking and Global Banking & Markets. The following is a list of Bank’s products and services:

Deposits

* Rupiah Current Account

* Rupiah and Foreign Currency Deposit

» Rupiah and Foreign Currency Savings
Account

» HSBC High Rate Savings

D@ Loan

Working Capital Loan
Investment Loan
Housing Loan

Personal Instalment Loan
Term Loan

Revolving Loan

Flexi Credit

HSBC Overdraft

Smart Money
Investment Link
Syndicated Loan

Project Export Financing

Wealth
Management

@

Investment

e Mutual Funds

* Bond

» Structured Products

Insurance

» Care Invest Plus

College Care

Optima Care Invest

Future Care

Joint Life Care

Premium Wealth Assurance
Ultima Wealth Assurance
Optima Protection Assurance PASTI
Credit Pro Plus

Smart Traveler

AXA Pro Medicare

AXA Medicare Essential

Wealth Management

* Growing Wealth Planning

» Children’s Education Planning
* Retirement Planning

* Protection Planning

E' Credit Card

+ HSBC Visa Signature

» HSBC Visa Platinum

« HSBC Platinum Cash Back
« HSBC Gold Card

* HSBC Premier MasterCard

@ Markets

Money Market-Loan & Deposit
Repo - Reverse Repo

FX - Spot

FX - Forward

FX - Swap

FX - Option

FX - Call Spread Option

FX - DNDF

Fixed Income - Government Bonds &
Corporate Bonds - IDR & FX
Derivatives - Interest Rate Swap
Derivatives - Cross Currency Swap
Dual Currency Investment

PT Bank HSBC Indonesia
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ACTIVITIES

As specified in the Company’s Articles of Association,
the purpose of the Bank's establishment is to conduct
banking business in accordance with regulations.

The following are the Bank’s business activities:

Accepting funds from the public

Providing loans

Issuing debt paper

Purchasing, selling, or guaranteeing on own-risk or
for the interest of and upon orders of customers
Money transfer for own account or customers’

Placing funds to, borrowing fund from, or lending
fund to other bank(s)

Receiving payment from securities billing

Providing custodial service

Implementing factoring, credit card business, and
trustee activities

Performing activities in foreign exchange
Performing share investment activities

Conducting other activities that are generally carried
out by banks, as long they do not contradict with any
pertaining laws and regulations.

interest

Securities
Services

* Accounting and Valuation Services
* Transfer Agency
» Custodian Services

Global Liquidity
& Cash
Management
(GLCM)

HSBCnet Mobile

HSBCnet Connect

In-house Transfer

National Clearing System

Real Time Gross Settlement (RTGS)
Telegraphic Transfer

Autopay

Utility Pay

Tax Payment

Cheque Giro Bill

Cash Withdrawal

Cash Deposit

Post-dated Cheque Warehousing
Post-dated Cheque Discounting
Cheque Collection

Direct Debit

Virtual Account

* RMS

Domestic Cash Concentration

- ATM

Personal Internet Banking
Business Internet Banking
Mobile Banking

Phone Banking

Satellite Branches

Trade Transaction Tracker

Soft Token HSBCnet

Digital Account Receivable Tools
(DART)

Omni Channel

Liquidity Management Dashboard
(LMD)

» Cash Flow Forecasting

Global Trade
and
Receivables
Financing
(GTRF)

Import

* Letter of Credit (Sight & Usance)
+ UPAS & UPAU

* Import Documentary Collection
+ Avalisation

» Shipping Guarantee

Export

* Letter of Credit Advising

* Letter of Credit Export Bills
Negotiation

* Non-Recourse/Prompt Non-Recourse

Export Bills Discounting

Letter of Credit Transfer

Letter of Credit Confirmation

* Export Forfaiting

* Export Documentary Collection

* Documentary Collection Financing

* Financing against Avalised/
Co-accepted Bills

Trade Loans

* Pre-Shipment and Post-Shipment
Seller Loan

* Pre-Shipment and Post-Shipment
Buyer Loan

Structured Trade Finance
* Supply Chain Financing
» Receivables Finance

Bank Guarantee (BG)/Standby Letter of
Credit (SBLC)

» Bid/Tender BG/SBLC

» Custom BG/SBLC

» Retention BG/SBLC

» Performance BG/SBLC

* Advance Payment BG/SBLC

» Financial BG/SBLC

Commodities and Structure Trade
Finance

» Borrowing Base Facility

* Pre-Export Finance

* Prepayment Finance

* Warehouse Finance

Financial Institution (Fl) Financing

» Export DC Reimbursement Finance
» Sustainable Finance

» Green Trade Loan

» Sustainable Supply Chain Financing
» Sustainable Trade Instrument

» Sustainability Linked Trade Loan

2021 Annual Report
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PT Bank HSBC Indonesia

Matthew Kneeland Lobner
President Commissioner*

United States of America citizen, 50 years old. Appointed as President
Commissioner of PT Bank HSBC Indonesia based on Extraordinary
General Meeting of Shareholders (EGMS) resolution on 18 September
2017 and his term of office as president director has ended as of
9 February 2022.

Obtained his Master's degree from Massachusetts Institute of
Technology.

Matthew Lobner is Head of International, Asia-Pacific, and Head
of Strategy and Planning, Asia-Pacific, HSBC. He joined the HSBC
Group in 2005 from McKinsey & Company and has worked in various
roles in the USA, UK, and Asia. Previously, he was Chief of Staff and
Head of Strategy & Planning in Europe; Global Head of Strategy for
Commercial Banking; and CEO in HSBC Thailand.

" His term of office as President Commissioner of the Bank has ended as of 9 February
2022.

Martin John Haythorne

President Commissioner Candidate*

British citizen, 58 years old. His appointment as President Commissioner
was conducted in Extraordinary General Meeting of Shareholders
(EGMS) resolution on 20 August 2021 and has effectively served since
9 February 2022.

He obtained a Degree in Banking and Finance (BSc) from Loughborough
University, UK.

He joined Midland Bank, United Kingdom in 1986 and following the
acquisition by the HSBC Group, has worked for the HSBC Group since.
Within HSBC Group, his prior roles include Managing Director and
Head of Client Management, Europe, Managing Director and Global
Head of Credit and Lending, Managing Director, Co-Head, Global
Banking, Asia Pacific, Managing Director, Global Head of Wholesale
Credit & Lending and Chief Risk Officer, Asia Pacific of Asia Pacific Risk
Management.

" Has effectively served as President Commissioner of the Bank since 9 February 2022.
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Hanny Wurangian
Vice President Commissioner and Independent Commissioner

Indonesian citizen, 71 years old. Appointed as Vice President
Commissioner of PT Bank HSBC Indonesia based on Annual General
Meeting of Shareholders (AGMS) resolution on 8 December 2000 and
has effectively served since 12 December 2000.

He obtained his Bachelor's degree in economic management and
accounting and his Master’'s degree in accounting from Universitas
Airlangga.

He began his career as a teaching staff at Universitas Airlangga before
pursuing a career as a public accountant. Currently, he owns Public
Accounting Firm Hendrawinata Hanny Erwin & Sumargo, Kreston
International.

Mark Thomas McKeown
Commissioner

British Citizen, 63 years old. Appointed as Commissioner of PT
Bank HSBC Indonesia based on Extraordinary General Meeting
of Shareholders (EGMS) resolution on 28 October 2015 and has
effectively served since 25 August 2016.

He obtained Associates of the Chartered Institute of Bankers (ACIB)
from Liverpool School of Banking (Liverpool John Moores University)
in 1981.

Mark joined Midland Bank in 1976 and, following the acquisition of
Midland, for HSBC since. He has held senior roles in Risk, Operations,
Retail Banking and Commercial Banking, some with a global reach.
In September 2016 he was appointed as Group General Manager in
his previous role as Chief Risk Officer, Asia Pacific covering the full
range of Risk Disciplines for the Asia Pacific Region. In April 2020 he
was appointed to a Group Head Office role — Group General Manager,
Global Chief Corporate Credit Officer and Head of Wholesale Credit
and Market Risk — and from June 2020 to November 2021 he also held
the role of Interim Chief Risk Officer, Asia Pacific. In addition, he was
appointed Director and Chairman of HSBC Bank (Taiwan) Limited in
April 2015 and August 2019 respectively.

PT Bank HSBC Indonesia
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PT Bank HSBC Indonesia

Umar Juoro
Independent Commissioner

Indonesian citizen, 62 years old. He was appointed as Independent
Commissioner in the Extraordinary General Meeting of Shareholders
(EGMS) on 18 September 2017 and has effectively served since 18
May 2018.

He obtained his Bachelor’s degree in Physics from the Bandung
Institute of Technology (ITB) in 1985, before continuing his study and
obtained Master of Arts in economy from the University of Philippines
and Master of Arts in political economy from Boston University, USA.
He continued his study in international economy in Kiel, Germany.

Prior to serving as the Independent Commissioner of PT Bank HSBC
Indonesia, he has held numerous positions: independentcommissioner
of PT Bank Maybank Indonesia Tbk from 2002 to 2017; the Board of
Trustee of Maybank Foundation (Kuala Lumpur) from 2012 to 2017;
and the chairman of Supervisory Board of Bank Indonesia (BSBI) from
2010 to 2017. He was an adviser of Barclays Capital Singapore from
2007 to 2009, adviser of Credit Suisse Singapore, the assistant for
economy, finance, and industry for former Indonesian Vice President/
President B.J. Habibie from 1998 to 1999. He has also worked on
various advisory projects with the World Bank, ADB, ILO, and UNDP.
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Catherinawati Hadiman Sugianto
Independent Commissioner

Indonesian citizen, 57 vyears old. Appointed as Independent
Commissioner of PT Bank HSBC Indonesia based on Annual General
Meeting of Shareholders (AGMS) resolution on 30 June 2020 and has
effectively served since 7 October 2020.

She obtained her Bachelor's Degree in Accounting from Universitas
Trisakti Jakarta and Bachelor's Degree in Business Administration
from Atma Jaya University.

She started her career at KAP KPMG in 1989. In 1990, she joined PT Bank
CIMB Niaga Tbk and worked for more than 22 years there and pursued
various career fields: consumer banking, treasury, commercial, and
corporate banking. Her recent position at PT Bank CIMB Niaga was
Vice President Director.

Prior to serving as Independent Commissioner, she worked as Director
of Commercial Banking at PT Bank HSBC Indonesia in 2016 and she
was an Independent Commissioner at PT Bank Tabungan Negara Tbk.

Mark Trevor Surgenor
Commissioner

British citizen, 49 years old. Appointed as Commissioner of PT
Bank HSBC Indonesia based on Extraordinary General Meeting of
Shareholders (EGMS) resolution on 8 October 2020 and has effectively
served since 23 March 2021.

He obtained his BA (Hons) Business Studies, Marketing from Sheffield
Hallam University Business School (UK) and Master of Science
International Marketing from Sheffield Hallam University Business
School (UK).

His appointments in HSBC cover: Chief Executive Officer Sri Lanka
and Maldives, Group Head of Wealth Management, Group Wealth
& Personal Banking, Regional Head of Wealth Management, RBWM
Asia Pacific; Regional Head of Wealth Business Performance, RBWM
Asia Pacific; Head of Wealth Sales, HSBC Singapore; Head of Premier
and Wealth, HSBC Mexico; Board Member, HSBC Asset Management
Mexico SA; Regional Head of Wealth Products of Europe, HSBC UK
(France-based).

His appointments in Lloyds Bank include Global Head of Products

& Marketing of Lloyds International and Head of Marketing & Share
Dealing, Lloyds Wealth (UK).
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Francois de Maricourt
President Director

French citizen, 50 years old. Appointed as President Director of PT
Bank HSBC Indonesia based on Extraordinary General Meeting
of Shareholders (EGMS) resolution on 27 February 2020 and has
effectively served since 17 August 2020.

He has obtained a Post Graduate degree (DESS) in Banking and
Finance from the University Robert Schuman and an MSc (Maitrise) in
Economics from the University Paris Dauphine.

Francois has worked for HSBC Group for more than 25 years in various
executive roles across Asia, Europe, the Middle East and Africa. His
last role was Chief Executive Officer (CEO) - HSBC Bangladesh from
2014 to 2020.

Stephen Whilton Angell

Risk Management Director

British citizen, 55 years old. Appointed as Risk

Management Director of PT Bank HSBC Indonesia based on
Extraordinary General Meeting of Shareholders (EGMS) resolution on
18 September 2017 and has effectively served since 20 April 2018.

He obtained a Bachelor of Science degree in Geography and Geology
from Nottingham University.

His prior roles include CRO Private Banking ASP and Global CRO Private
Wealth Solutions, HSBC Hong Kong; Regional Head Reputational
Risk and Client Selection ASP HSBC Hong Kong; Regional Head of
Wholesale Risk and Risk Strategy Audit HSBC Asia Pacific; and
Regional Head of Credit Risk Review and Risk Identification, HSBC
Asia Pacific.
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Dio Alexander Samsoeri
Finance Director

Indonesian citizen, 46 years old. Appointed as Director of PT Bank HSBC
Indonesia based on Extraordinary General Meeting of Shareholders
(EGMS) resolution on 28 May 2019 and has effectively served since 19
September 2019.

He obtained his Bachelor’s Degree in Economics from the University
of Indonesia.

His prior roles include Head of Internal Audit; Chief Financial Officer
HSBC Brunei Darussalam; SVP Financial Controller and Chief
Operating Officer Finance; VP Quality Control & Process Monitoring
Personal Financial Services and a few other positions in Finance in
HSBC Jakarta.

Prior to joining the Bank, he worked as Head of Country Finance
at Standard Chartered Bank Indonesia; Manager Management
Accounting and Business Planning at ABN AMRO Bank NV and as
Auditor at Siddharta, Siddharta & Harsono member firm of KPMG
International.

Edhi Tjahja Negara Darmohusolo
Retail Banking & Wealth Management Director

Indonesian citizen, 52 years old. Appointed as Director of PT Bank HSBC
Indonesia based on Extraordinary General Meeting of Shareholders
(EGMS) resolution on 27 February 2020 and has effectively served
since 26 June 2020.

He obtained Bachelor of Economics and Development Studies from
from Universitas Negeri Jember.

His prior roles include: Head of Network Sales Distribution Retail
Banking & Wealth Management at PT Bank HSBC Indonesia; EVP Head,
Sales & Distribution at Bll Maybank; Region Head at Bank Permata;
Region Head Up Country & National Sales Head, Branch Manager at
ABN AMRO/RBS Bank; Commercial Relationship Manager and Senior
Credit Officer at Bank Danamon.
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Eri Budiono
Commercial Banking Director

Indonesian citizen, 53 years old. Appointed as Director of PT Bank HSBC
Indonesia based on Extraordinary General Meeting of Shareholders
(EGMS) resolution on 17 April 2020 and has effectively served since
26 June 2020.

He obtained his Bachelor of Business, Banking & Finance from Monash
University, Australia.

His prior roles include Global Banking Director at PT Bank Maybank
Indonesia; Director, Corporate and Investment Banking at PT Rabobank
International Indonesia; Director at Teak Capital Partners Singapore;
Head of Corporate and Institutional Banking, HSBC Jakarta Branch;
Head of Financial Institutional Group, HSBC Jakarta Branch; Vice
President Corporate and Institutional Banking, HSBC Jakarta Branch;
Assistant Vice President Special Credits Group, ABN AMRO Bank
Indonesia; Asia Pacific Credit Analyst, ABN AMRO Bank Singapore;
and Account Relationship Manager, ABN AMRO Bank Indonesia.

Riko Adythia
Global Banking Director

Indonesian citizen, 48 years old. Appointed as Global Banking Director
of PT Bank HSBC Indonesia based on Annual General Meeting of
Shareholders (AGMS) resolution on 30 June 2020 and has effectively
served since 10 November 2020.

He obtained his Bachelor's Degree in Accounting from Padjadjaran
University and Master of Business Administration from Booth School
of Business, University of Chicago.

His previous positions include Head of Global Banking at PT Bank HSBC
Indonesia; Managing Director & Country Head of Global Subsidiaries
Group at Citibank Indonesia; Managing Director & Country Head
Treasury and Trade Solution, Citibank Indonesia; Director/COO and
Treasury Trade Solution Product Head, Citibank Indonesia; Director
& Deputy Country CFO/Strategic Business Planning Head, Citibank
Indonesia; VP Structured Trade Finance, Citibank New York; Cash
Product Manager and several positions in Finance, Citibank Indonesia.
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Nisha Asha Bhambhani

Compliance Director

Indonesian citizen, 44 years old. Appointed as Compliance Director
of PT Bank HSBC Indonesia based on Extraordinari General Meeting
of Shareholders (EGMS) resolution on 30 December 2020 and has
effectively served since 22 February 2021.

She obtained her Bachelor’s of Law from Padjadjaran University.

Her previous positions include Director Country Compliance of
Deutsche Bank; Compliance Director of Bank of America; Executive
Director, Country Head of Legal at JPMorgan Chase Indonesia; SVP
Compliance, VP Compliance, AVP Compliance, HSBC Jakarta Branch;
AVP Legal at Standard Chartered Bank Indonesia; Legal Manager at
HSBC Jakarta Branch; Senior Associate Lawyer of DNC Advocates
Indonesia.

James Rex Elwes
Operations and Information Technology Director

British citizen, 38 years old. Appointed as Operations and Information
Technology  Director of PT Bank HSBC Indonesia based on
Extraordinary General Meeting of Shareholders (EGMS) resolution on
30 December 2020 and has effectively served since 30 April 2021.

He obtained his Bachelor's Degree in Business and Economics from
University of Newcastle and Master of Business Administration from
London Business School.

His prior roles include Country COO, HSBC Qatar; Deputy COO, HSBC
Turkey Commercial Banking; Area Director for Business Banking in
Western and Wales Region HSBC UK; Senior Strategy Analyst, HSBC
Global Commercial Banking; Relationship Manager in Commercial
Banking, HSBC Canada, and various other roles across Middle East,
North Africa, and Asia Pacific.

Yardley

Human Resources Director

Indonesian citizen, 50 years old. Appointed as Human Resources
Director of PT Bank HSBC Indonesia based on Annual General
Meeting of Shareholders (AGMS) resolution on 30 June 2021 and has
effectively served since 11 October 2021.

She obtained her Bachelor of Accounting from STIE Nusantara and
Diploma from Tarumanagara University.

She has over 25 years of working experience, 16 year of which are in
the banking industry. Prior to joining HSBC, she worked in Citibank
Indonesia for six years - as the Country HR Officer in the last five years.

Her other experiences include: SVP Business Human Capital — Global
Banking & Retail Banking (HRBP) at BIl Maybank, SVP Support &
Small Businesses HR Head at Bank Danamon, Head of Resourcing at
Standard Chartered Bank and few other positions at PT John Clements
Consultants Indonesia.
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Organization Structure of PT Bank HSBC Indonesia as of 31 December 2021

Francois de Maricourt
President Director & CEO
PT Bank HSBC Indonesia

Ali Setiawan

Head of Global Markets
& HSS

Alfa Devy Raharjo
COO Global Markets

Henry Wibowo
Head of Trading

Irine Wiguno
Head of Balance Sheet -
Mgt

Lenny Novita
Umar Slamet
Head of GMCS
Indonesia

Leonard Setiadi
Head of Inst & Wealth -
Sls

Lilian Halim
Head of HSS

Ariavita Purnamasari
Head of
Communications &
Corporate Sustainability

Alexandra Lavinia
Darwis 1
VP Communications

Asri Triwahyuni
Sutyoko
SVP Corporate
Sustainability

Berry Cahyo
Dewantoro 1
VP Communications

Etwin Chayadi
Senior Manager 1
Communications

Johanes Adrian

Dosiwoda B
SVP Communications
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Dio Alexander
Samsoeri
Finance Director

Anto Hendro Wilotomo |
SVP ALCM Head

Gede Shanta Wiguna
Head of Corp Banking -
Finance

Ladya Ladya i
SVP Finance Operations

Ria Nurmaisari
SVP-CAO/ Financial =
Controller

Richan Herawan
SVP Product Control

Syafitri Murni
SVP Global Market -
Operations

Tie Rudy
SVP Business Finance -
RBWM

Vacant
SVP Tax Lead

Edhi Tjahja Negara D.

RBWM Director

Christian Lesmana
Head of Assets & Retail =
Sales

Fransisca Kallista Arnan
Head of RBWM 1
Marketing

Monique Sagita
Chief Operating Officer, =
RBWM

Riana Taluki
Head of RBB & J
Corporate Relationship
EBS

Stefanus Albert Iman S
SVP Data b
Analytics Head

Sumirat Gandapraja
Head of Network Sis
& Dist

Verawaty Verawaty
Head of Wealth Dvip & =
Wealth Sls

Willy Budiman

SVP Direct

Elsa Ariany Setyadi
Head of Strategy

and Business
Implementation

Caramia Whardana
SVP Business
Implementation

Jetty Wirianata
SVP Business
Implementation

Petrus Bayu Darmanto
SVP Business
Implementation

Eri Budiono

Commercial Banking
Director

Amelin Herani
Head of GLCM

Anne Suhandojo
Head of Business
Banking

Astrid Gunawan i
Head of Wholesale COO

Charles Charles
Head of ISB

David Sukri
Chief Operating Officer =
CMB

Dionisia Andrea
Lachman
Head of Corporate
Banking

Fajar Hariyanto
VP Senior Marketing
Manager Strategy -
Planning, Effectiveness
and Research

Nuraini Nuraini

Head of GTRF

James Rex Elwes
Operations &
IT Director

Adi Tjahyono
Soerachman Cholil
SVP Transformation &
Resource Practice Head

Grace Rosalie Papilaya

General Legal Counsel

Arianti Arianti
Senior Legal Counsel

Ahmad Mikail Madjid
Chief Information

GBM & CMB Officer
Eva Kemala q q
| Christanti Chayanah |
pecel cosl:gssl BECH] SVP Chief Control Office

Indra Winandar
SVP Operational -
Management Head

Putri Puspita Sari
Legal Counsel RBWM

Kristina Kristina
Head of Business -
Services

Mahfud Fudoli
VP Control Expert & =
FCC Ops

Teddy Rizaldi
Muhammad i
SVP Business Continuity
Manager

Tommy Pinontoan
SVP Procurement

Victor Indarto
SVP Corporate Services
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Nisha Asha Bhambhani

Compliance
Director

Riko Adythia
Global Banking
Director

Arya Angella R.Sarayar
SVP Compliance
Assurance Lead

Dessie Restriana
SVP Regulatory
Conduct Lead

Edwin Hadi Widjaja
SVP Compliance
Advisory WSB Lead

Humiras Renata
Silalahi
SVP Compliance
Advisory WPB Lead

Indro Tri Sutanto
Head of Financial
Crime

Kayom Mukti Nursalim
SVP Compliance COO
Lead

Angela Hediawati
SVP GB Business
Development Head

Charita Sari
SVP Issuer Services
Head

Jeremy Sohan
SVP Banking FIG

Marcio APM Djatmiko
Head of Debt Capital
Markets

Steve Andoko
Head of GB
Multinationals

Suryana Permadi
SVP Credit Analysis =
Unit
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Sariani Sadikun

Head of Wholesale
Credit Approval

Bianda Serginia
VP Wholesale Credit
Approvals

Bonaventura
Netyastomo i

SVP Wholesale Credit
Approvals

Henry Juniora
Siauwyu.M i

SVP Wholesale Credit
Approval

Lyonita Gustina
Hutagalung i

SVP Wholesale Credit
Approval 2 Team Leader

Sudiono Sudiono
Manager Wholesale =
Credit Approval

Teddy Setyono

SVP Wholesale Credit -
Approval 3 Team Leader

Stephen Whilton Angell

Risk Management
Director

Gary Ahwil
SVP WPB Risk Head

Indah Krisnawati
SVP LMU Lead

Lestari A. Umardin
Head of Risk
Management and
Risk Regulatory
Engagement

Mariani Mariani
Head of Operational
and Resilience Risk

Patricia R Suardi
Head of Risk Business
Management

Uliya Ariani

Head of Company
Secretary

Rizki Arista

VP Assistant Corporate =

Secretary

Suri Melinda
Hutagalung
AM-Jr Company Secr
Assistant

Wiwien Widyantari

Head of Internal Audit

Anugraha Pratama |
SVP CMB & GBM Audit

Ayub Ndaru
Nugroho Sp
SVP Functions &
RBWM Audit

Inggried Verayanse

VP Quality Assr. & =
Reporting

Yardley

Human Resources
Director

Benardi Wiriaatmadja
SVP Employee & -
Industrial Rel

Cheryl Widjaja Ekaputri |
SVP Talent & Learning

Chindra Widjaja
SVP Performance &
Reward, Indonesia

D. Pandu Dewa Sunu
SVP Resourcing &
Onboarding

Heni T Budisetio
SVP HR Service 1
Delivery

Manuella Nuryani J. Z. |
SVP HR Consultant

Myrna May Witarka
SVP HR Consultant

Tjan Iman Suryadi
SVP HR Advisory Team =
Lead
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ECONOMIC

INDUSTRY REVIEW

Global Economic Review

After suffering a contraction in 2020, the global economy
started to recover gradually in 2021 partly due to massive
vaccination programmes and stimulus policies in many
countries. The global economic recovery could be seen
from increasing global trade volumes and commodity
prices, the return of investment and business activities,
as well asimprovement in private consumption following
easing restrictions on economic and social activities in a
number of countries.

Despite the positive trend, the mutation of COVID-19
variants still posed a serious threat to the global
economy, with governments worldwide speeding up
vaccine distributions to curb the spread. Another notable
issue arising during the pandemic was the disruption
in the global supply chain, which triggered a spike in
inflation in various countries due to higher material
prices.

The World Bank estimated global growth surging 5.5%
in 2021 as relaxation of pandemic-related lockdowns
in many countries helped boost demand, versus
a contraction of 3.4% in 2020. However, the global
economic recovery remained uneven, with emerging
economies having weaker growth as a combination
of slower vaccination progress and the impact of the
pandemic to their economies. China, EU, and the US saw
strong growth in 2021.

The US economy grew 5.7% in 2021, the fastest since
1984, due to trillions of dollars of government stimulus
despite slower-than-expected activities in the second
half due to slowdown in private consumption and
manufacturing. The EU managed to expand 5.0%,
after a 6.4% slump in 2020, as strong policy measures
cushioned the blow of the pandemic.

PT Bank HSBC Indonesia

Meanwhile, China booked an 8.1% growth in 2021
GDP although suffering a downturn in the last quarter
due to ongoing property slump and another COVID-19
outbreak. ASEAN also saw good recovery as countries
provided accommodative economic policies.

Domestic Economic Review

Indonesia’s economy recovered in 2021, growing 3.69%
after a contraction of 2.07% in 2020. The government
has accelerated vaccinations since early 2021, while
allocating Rp745 trillion in stimulus to support the
national economic recovery.

Indonesia benefited from the increase in commodity
prices in the international market as the global economy
recovered, with two major commodities, coal and crude
palm oil, reaching record highs. The Central Statistics
Bureau (BPS) said Indonesia’s trade balance recorded
a surplus of US$35.3 billion in 2021. Weak household
consumption, which usually acted as the main economic
driver, was compensated by the government’s social
assistance and various tax incentives in stimulating the
economy.

According to BPS, the healthcare and social service
sector had the highest growth of 12.16%, followed by
the transportation and warehouse sector at 7.93%.
Manufacturing, which played a dominant role in the
economy, grew 4.92%. The IHS Markit Indonesia
Manufacturing Purchasing Managers Index showed
overall sentiment in the manufacturing sector remained
highly positive for 2022 despite the pace of recovery
softening since November, as improving economic
conditions in 2021 supported growth in manufacturing
activity.

Despite the economic improvement, inflation remained
in check. During the January-December 2021 period,
inflation stood at 1.87%, below the government’s and
Bank Indonesia’s target of around 3%. Seeing low
inflationary pressures, Bank Indonesia tried to stimulate
the economy by maintaining the benchmark BI 7-day

2021 Annual Report



Good Corporate Corporate

Governance

Corporate
Sustainability Data

Financial
Statements

Sustainability
Report

reverse repo rate (BI7DRRR) at record low 3.5%, after a
25 basis points cut in January 2021. At the end of 2021,
the deposit facility rate stood at 2.75% and the lending
facility rate was at 4%.

The Rupiah weakened 2.7% and closed at Rp14,278 per
US dollar on 31 December 2021, within Bank Indonesia’s
estimate. Foreign capital inflows returned to the
domestic financial market on confidence of economic
prospects, reviving the Jakarta Composite Index (JCI) to
hit a record high before closing at 6,581 on 31 December
2021. Indonesia saw some outflows as rising US
Treasury yields triggered risk aversion. In 2021, Foreign
Direct Investment (FDI) increased 8.47% to $31.1 billion.

All in all, Indonesia saw encouraging signs in 2021. The
government expected recovery to continue in 2022,
aiming for a 5.2% growth in GDP, though the threat of
further COVID-19 outbreak would remain a downside
risk. The government has continued accelerating the
vaccination rate to protect against the virus.

Banking Industry Review

In the banking sector, loan growth increased gradually
to 5.24% at the end of 2021, after contracting 2.41% in
2020. Improving performance of small and medium
enterprises as well as corporates helped boost lending.
Loans remained at a healthy level, with the Non-
Performing Loan (NPL) ratio steady at 3%, supported by
the extension of the credit restructuring relaxation policy
from the Financial Services Authority (OJK).

The rise of digital finance brought intense competition
in the market, prompting banks to react by forming their
own digital banks in facing challenges from financial
technology firms. The internet economy nearly doubled
in 2021, reaching $70 million, according to research from
Google, Temasek, and Bain & Co.
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Consumer behaviour has also changed during the
pandemic. People have shifted to digital channels
and cashless payments, with less loyalty and higher
expectations of financial services. These actions would
impact banks in maintaining margins and loans.

Meanwhile, banks were flushed with liquidity as a
number of projects got delayed. Third party funds grew
12.21%. Banks posted Rp140.21 trillion rupiah of net
profit, an increase from Rp104.72 trillion in 2020. Total
assets grew to Rp10,112.30 trillion from Rp9,177.89
trillion in the previous year.

Other indicators that showcased better performance
of the banking industry were Return on Assets (ROA),
which rose to 1.84% in December 2021, from 1.59% a
year earlier; operating expenses to operating income,
which improved to 83.58% from 86.58%; Net Interest
Margin (NIM), which rose slightly to 4.51% from 4.45%.
The Capital Adequacy Ratio (CAR) of the banking
industry stood at 25.67% in December 2021, higher than
23.89% in 2020.
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Wealth and Personal Banking

The Bank accommodates various individual banking
needs through several products and services. One of
them is HSBC Premier, an exclusive product with a global
network, offering a wide variety of exclusive banking
services. The Bank also offers wealth management
services, which provides various global benefits and
exclusive services for affluent customers.

The Bank also offers HSBC Advance as a complete
banking and investment solution for all customers in
the emerging affluent segment. It offers various mutual
funds products that are managed by the best in class
asset management firms in Indonesia.

The Bank also has mutual funds, bancassurance,
Indonesian Government Bonds, and State-Owned
Enterprises (SOE) Bonds. By offering various investment
products, the Bank aims to become a leader in the
wealth management market and a trusted partner for
customers’ investment. To achieve these goals, the
Bank approaches and educates middle-upper customer
groups to help them find suitable investment solutions.

Personal Banking

Bank accounts in Rupiah and foreign currencies, as well
as debit cards, remain the top products in the Personal
Banking segment, whether as savings accounts, current
accounts, or deposits. For savings accounts, the Bank
has Regular Saving Plan and Tabungan Ekonomi; while
for debit cards, the Bank has HSBC VISA Debit Card and
HSBC National Payment Gateway (GPN) Debit Card.

To better serve and focus on the emerging affluent
segment, the Bank has offered an updated HSBC
Advance proposition to existing Personal Banking
customers. The Bank continues to provide the best
banking services while carrying out portfolio activities
in a sustainable manner through various initiatives.

Throughout 2021, the Bank continued optimising its
network to boost the growth of emerging affluent
customers and strengthen the retail segment in various
operational areas.

PT Bank HSBC Indonesia

Personal Loan
For consumer loans, the Bank offers services and
products such as Credit Card, Personal Loan, FlexiCredit,
Housing Loan, Personal Overdraft, Smart Money, and
Investment Link.

The Bank’s credit cards include HSBC Premier
MasterCard, HSBC Visa Signature, HSBC Visa Platinum,
HSBC Platinum Cash Back, and HSBC Gold.

The Bank provides credit card options with different
proposition values as part of efforts to improve credit
card penetration. During the process, the Bank expanded
its strategic partners to boost the brand and credit card
usage in various cities in Indonesia and widen the card
acquisition network through online channels. It also
improves penetration of banking products by targeting
credit card customers and continuously offering Premier
credit cards to strengthen the proposition of middle-
upper class customers.

To enhance usage and customer loyalty, the Bank
involves merchants and other strategic partners to
provide programmes, services, and facilities related to
instalment features or rewards points through HSBC
credit cards.

Retail Business Banking

On Retail Business Banking (RBB), the Bank provides
business loans with collateral up to Rp20 billion. The
business loan schemes include Term Loan, Overdraft,
and Revolving Loan.

Since March 2020, HSBC Retail Business Banking has
rebranded its services to HSBC Fusion to support the
SME segment to scale up their business. The Bank
develops types and variations of banking products
and services to reach other business owners in the
operational areas of the Bank’s branch offices.

Furthermore, to support customers’ business goals,
the Bank has completed the feature and proposition of
RBB services by simplifying account opening and loan
application process. RBB services are mainly aimed at
HSBC Personal customers who have business needs.
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In supporting the SME segment facing the COVID-19
pandemic, HSBC Fusion actively participated in
supporting the National Economic Recovery (PEN)
programme launched by the Ministry of Finance,
through assistance and other stimulus programmes.

As of December 2021, HSBC Fusion has served more
than 6,100 customers from the SME segment, with
lending increased by 28% from 2020.

Wealth Management

To help customers manage their wealth, the Bank offers
services and products for investment, insurance, and
wealth management.

The investment products offered include mutual funds,
government securities, State-Owned Enterprises bonds,
and Dual Currency Investment (DCI). For insurance, the
Bank offers Care Invest Plus, College Care, Optima Care
Invest, Future Care, Joint Life Care, Premium Wealth
Assurance, Ultima Wealth Assurance, Optima Protection
Assurance PASTI, Credit Pro Plus, Smart Traveller, AXA
ProMedicare, AXA Medicare Essential. For wealth
management services, the Bank offers services and
products such as Managing and Growing Wealth,
Children Education Planning, Retirement Planning, and
Protection Planning.

In 2021, the Bank continued to improve the penetration
of Wealth Management to middle-upper class
customers by offering life necessities, including wealth
management, children education planning, family
protection planning, and pension fund planning.

The Bank continued to strengthen its established
internal process, system, and infrastructure to have
a healthy growth in Third Party Funds. The Wealth
Management products cover mutual funds and various
series of government securities, as well as bonds issued
by State-Owned Enterprises (SOEs). The Bank also
participated as a selling agent in government retail bond
issuances in the primary market (such as retail bond and
retail Sukuk) and in the secondary market.
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To support Wealth Management business growth
in 2021, the Bank held reviews and improvements
pertaining to the process, system, and infrastructure
related to investments.

Plans, Strategies, and Focus for 2022

The Bank responds to more intense individual banking

business competition by formulating the following

strategies for 2022:

+ Expanding Wealth Management penetration to the
upper-middle class customers by providing products
that can fulfil life necessities.

+ Expanding branch network to boost growth of the
middle to upper customer segment.

* Improving the penetration of banking or lending
products to credit card users and the retail segment
in cities where the Bank operates to serve banking
needs of the general public.

* Improving the penetration of credit card products
by offering attractive acquisition programmes and
various options with varied value propositions, as
well as opening new acquisition channels through
online and partnership.

+ Expanding strategic partnership to improve brand
awareness and card usage in various cities in
Indonesia.

» Strengthening sales penetration to corporate
clients in Indonesia by providing products for
their employees through Corporate Employee
Programme.

* Upgrading the quality of Internet Banking and Mobile
Banking to provide more simple and user-friendly
features, with capabilities for further development.

* Rebranding to HSBC Fusion and focusing on the SME
segment to accommodate customer needs, both
business and personal, with various facilities that
support business activities and provide an integrated
solution in the onboarding process, access to credit
facility, and special service to the SME segment.

PT Bank HSBC Indonesia
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+ Enhancing RBB product penetration through
digital service enhancement, which provides
business owners access and convenience in making
transactions via Internet Banking, while increasing
the number of transactions and revenue from Digital
Banking.

Commercial Banking

In commercial service, the Bank offers full banking
services to various corporate clients, starting from
upper business banking to big corporates, including
subsidiaries of our global and regional corporate
customers. The banking services cover working
capital loan, investment loan/project financing, foreign
exchange and derivatives transactions, as well as trade
finance and cash management facilities and services.

In 2021, the Bank continued its programme to become
the “Bank of Choice for Corporate Customers” by
collaborating closely with Global Trade and Receivables

Finance (GTRF), Global Liquidity and Cash Management

(GLCM), and Global Banking and Markets (GBM). To

achieve this, the Bank focused on:

* Improving penetration into
companies and businesses.

« Strengthening local partnerships and targeting
international customers in the Indonesian capital
market.

+ Coordinating with Global Banking and Markets
(GBM) for cross-selling.

leading Indonesian

Trade Finance is one of the core services of the
Commercial Banking Division. To maximise trade
finance solutions, HSBC offers access to Subject Matter
Expert (SME) to customers through the network of its
Relationship Manager and trade business sales team.

The Bank offers supply chain solutions by continuing
to improve special financing services in particular
sectors, including infrastructure, automotive, FMCG, IT,
and retail businesses. This is aimed at maximising the
expansion of trade networks.

The Bank also helps maximise the potential of
Indonesian companies through digital propositions,
through commercialisation of the use of Blockchain for
Letter of Credit transactions. This technology will help
customers in running easier, safer and faster Trade
transactions.

PT Bank HSBC Indonesia

In line with the Bank’s strategy and values to support
business owners in carrying out business transitions to
a low carbon economy, HSBC continues to develop new
propositions in Sustainable Trade Financing to support
this ambition.

To help increase awareness of financial crime risk, HSBC
has held webinars for customers to provide education
and raise awareness of these risks, as well as ways to
mitigate risks in their business activities.

The Bank also increases fee-based income from
branches outside Jakarta by utilising the proposition of
Trade, Cash Management, and Foreign Exchange.

HSBC’s Cash Management services offer various cash
management solutions via digital and cutting edge
technology to answer our clients’ evolving needs. The
Bank also expands its network through partnerships
with local banks and third parties, such as switching
agents and collection agents.

All in all, the Commercial Banking division in 2021 saw
challenging performance due to declining loan demand
as a result of the COVID-19 pandemic.

COVID-19 Relief Programme for CMB
Customers

The Bank fully understands the impact of COVID-19
pandemic on various industries and individuals. In
line with the OJK guidelines on National Economic
Stimulus, the Bank has offered incentives by giving loan
extensions, particularly for trade products and working
capital loans for customers affected by the COVID-19
pandemic. Throughout 2021, the Bank has provided
payment relief worth Rp2.8 billion.

Plans, Strategies, and Focus for 2022

The Bank will continue to invest in digital technology

development and utilise its strength as a leading

international bank to grow Commercial Banking into a

profitable and sustainable business in 2022. The focus

will be placed on the following:

* Acquiring new customers on a big scale, particularly
the Middle Market Enterprises and Business Banking
segments.

*  Maximising our international connectivity by
participating in the Belt and Road Initiatives and
intensifying engagement in various corridors to
capture more foreign investment opportunities,
including relevant business flow with multinational
clients.
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* Helping promote Indonesia as a foreign investment
destination through HSBC Global network, in line
with the Indonesian Government’s effort to attract
foreign investments.

» Capturing opportunities in new economic sectors.

» Strengthening the operations of financial and
non-financial risk frameworks to minimise loan
impairment losses and maintaining non-performing
loan ratio within our Risk Appetite.

* Increasing corporate loan growth selectively in
sectors that are less affected by the COVID-19
pandemic.

*+ Growing the Operating Account by promoting
featured products that meet customer needs. By
doing so, customers can be more confident in
placing  their funds in the Bank.

*  Optimising Non-Funds Income (NFI) to compensate
for lower Net Interest Margin (NIM) due to economic
slowdown.

* Focusing on Trade Ecosystem initiative by
capitalising customers’ supply chain opportunities
and strengthening collaboration between partners.

* Developing Structured Trade Finance solution
through Receivables Finance & Supply Chain
Finance and utilising digital capabilities in all trade
transactions.

* Enhancing customers’ banking experience
satisfaction as reflected in better results of customer
satisfaction surveys.

» Actively promoting and engaging in sustainable
financing as part of our corporate responsibility to
the community.

* Continuing to support the Government’s economic
recovery efforts through relief programmes for
customers impacted by COVID-19.

Global Banking & Markets

In the Global Banking and Markets (GBM) segment, the
Bank provides full banking services for varied customer
bases, such as multinational companies, big local
companies, financial institutions, including the public
sector and government agencies. The Bank offers
solution products and services, as well as international
network capabilities supported by the-best-in-class
banking system. GBM also provides services for State-
Owned Enterprises (SOE) as a continuous support
for the country’s development. The banking services
include working capital loans, project financing, foreign
exchange and derivatives transactions, as well as trade
finance and cash management services. GBM customers
are assisted by the Bank’s relationship managers, who
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also serve as a product specialist that provides financial
solutions for each customer in strengthening the long-
term relationships and supporting growth in Indonesia.

Global Banking

Despite facing challenges in 2021, the Bank managed
to maintain performance amid pressures in margins as
a result of lower interest rates and tighter competition
against local and international banks. The Bank
continued to adopt prudential principles to maintain
credit quality.

The Bank promoted and enhanced ecosystem solutions
by providing one-stop banking solutions through
collaborations with other business segments (Corporate
Banking/CMB and  Markets) in a bid to support
sustainable customer growth.

The Bank participated in supporting ESG financing by
leveraging its financing capabilities. Throughout 2021,
the Bank successfully participated in social lending
and green bond issuance. The Bank also continued to
improve bankers’ capability in ESG through focused-
training and webinar.

During the COVID-19 pandemic, the Bank continued
its support to customers by prioritising digital banking
services to help customers find banking solutions.

The Bank focused on developing connectivity with
Global Relationship Bankers for the main corridors,
such as China, Japan, South Korea, the US, the UK and
France, as well as Intra-ASEAN channel to support FDI
and its growth in Indonesia.

In general, Global Banking delivered strong results in
supporting both customers and the Government’s key
priorities, as well as building strong momentum to
continue its growth in 2022.

Markets & Securities Services

The Markets & Securities Services division manages an
integral part of the Bank’s operations, balance sheet, and
treasury & custodian services for local and international
customers.

The Markets team covers a few desks which includes
Trading, Markets-Treasury, Corporate Sales, and
Institutional & Wealth Sales. The team provides
complete product services and covers the needs of the
Bank’s franchise business, such as corporate, financial

PT Bank HSBC Indonesia
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institutions, and retail customers. The products offered
include foreign exchange, derivative, fixed income, and
other money-market products.

The Bank’s business strategy in Markets focuses on
franchise business collaborations that benefit customers
and increase international connectivity by supporting
cross-border activities related to featured products,
such as GTRF, GLCM, and Securities Services.

At the same time, the Bank continues supporting the
deepening and development of local financial markets,
in line with the vision of Bank Indonesia and OJK. The
Bank offers a wide-range of treasury instruments to
help clients in managing market risk exposure, while
supporting business operational needs at the same time.

Securities Services is also part of key strategies in
Markets business. In Indonesia, we offer end-to-end
services from sub-custodian, fund administration, and
transfer agents. The services give assurances that assets
of local and international customers are under good
supervision and administration. In line with the Bank’s
sustainable commitment to support capital market
transactions in Indonesia, Securities Services focuses to
meet clients’ needs by increasing assets and types of
products that will be managed, investing in people and
technology, and making efficient operations to ensure
the quality of services.

PT Bank HSBC Indonesia

Plans, Strategies, and Focus for 2022

The Bank is optimistic about 2022 and will continue to

support customers with business strategies focusing on

the following:

* Improvement in infrastructure-related and FDI-
based investment, SOE transformation agenda,
growth of digital financing institutions, growth of
digital ecosystem and ESG.

* Growth in targeted clients through cross-selling
that includes deepening relationships with existing
customers, accelerating acquisition of new
customers and elevating international business
connectivity with focus on FDI and global supply
chain.

* Boosting digital-based Flows and Transaction
Banking (GLCM, GTRF, M&SS) transactions and
the utilisation of unique financial transaction
propositions in supporting global supply chain.

* Improving ecosystem and supply chain solutions
through identification, connectivity, and penetration
of key business growth sectors using data analytics.

+ Building world-classtalents and bankers by providing
good training with structured curriculum to enhance
skills and build a customer-centric organisation.
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Retail Banking

The Bank has a strong commitment to fulfil customers’
needs, both individual and corporate, by providing
various banking products and services.

For individual customers, the Bank offers two segments,
HSBC Premier and HSBC Advance, giving customers the
choice of financial services according to their needs.

HSBC Premier is a banking and wealth management
service for upper-class customers that provides global
benefits and exclusive services. HSBC Advance is aimed
at helping emerging affluent customers as trusted
partners to grow, without having to worry about their
financial conditions.

The Bank also provides promotion programmes for
HSBC credit cards to cater the lifestyle of cardholders.
The Bank offers various benefits for HSBC credit card
holders in shopping, dining, and travelling across the
world. Another benefit for HSBC credit card holders is
the cashback feature or reward programme by collecting
reward points from credit card transactions, as well
as point exchange in form of hotel vouchers, mileage
programmes, shopping vouchers, or direct discounts in
participating Instant Reward Merchants.

HSBC credit cards also offer several additional

programmes for certain types of credit cards with the

aim of increasing usage and customer loyalty.

Throughout 2021, the Bank offered credit card promotion

programmes with selected merchants, separated into six

categories:

* Thematic Campaign that covers Chinese New Year,
Ramadan, and Year-End Holiday Programme.

* E-Commerce online daily deals, discount and
instalment programmes available in various
e-commerce merchants on certain days.

PT Bank HSBC Indonesia

*  Home delivery dining and groceries programmes in
form of discounts or cashback vouchers at various
restaurants and supermarkets which cooperated.

* New programme online medical services, in
cooperation with Halodoc apps. Services included
virtual doctor examination, home delivery pharmacy,
COVID-19 swab/PCR test reservation.

* In-person groceries shopping programme, such as
discounts on certain days.

* Discount and 0% instalment programme for the
category of home, electronic, handphone and
computer.

The Bank also offers Personal Loans with competitive
interest rates, quick approval, and maturity starting
from 1 year to 5 years. This financing facility is aimed at
helping customers to fulfil short-term financing needs.

The Bank also provides housing loans for customers
with medium-term and long-term needs on property
purchases or take over from other banks. The interest
rates of HSBC housing loans are competitive, with
easy approval and adjusted to the financial needs of
customers.

The Bank has also developed sophisticated banking
technology through various financial distribution
channels that are efficient and able to serve customers
anytime and anywhere. These include ATM provision,
phone banking, personal internet banking facility for
investment purposes and banking transactions, video
banking, and mobile banking.

In Indonesia, the Bank has branches in 23 cities, including
Jakarta, Bandung, Semarang, Surabaya, and Medan.
The Bank also has satellite branches in various shopping
malls in Jakarta and Bandung to allow customers to do
banking transactions on the weekend through a video
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banking facility that connects every customer with
Contact Centre. Customers can also access the Bank's
services in more than 77,000 ATM Bersama networks
and more than 100,000 ATM PRIMA networks.

Moreover, throughout 2021 the Bank conducted several
marketing programmes for retail customers as follows:

Wealth Management

*  Throughout 2021, the Bank held 36 educational
events on Wealth Management & HSBC Banking
Capabilities in cities where HSBC branches were
located.

* In terms of investment, the Bank maintained
partnerships with various strategic partners such as
Investment partners, SOEs as well as the government
in promoting and marketing various investment
products such as equity mutual funds, corporate
bonds, sukuk, government bonds, and IPO bonds.

Asset

» Continuing partnership with e-commerce, groceries,
dining, home living and health through promotion
programmes to strengthen spending in related
merchants.

* Increasing product penetration to banking customers
through product developments that can be enjoyed
by Premier and Advance customers.

* Improving communication with banking customers
on credit cards’ offers and benefits to attract more
customers to apply for credit cards.

* Opening new credit card acquisition channels
through digital and strategic partnership.

Retail Business Banking (RBB)

* The Bank continues strengthening the brand HSBC
Fusion specifically targeting the SME segment,
and the HSBC Fusion proposition is aiming to help
business owners to scale up their business and
open up world opportunity through UKM outlook,
business classes, webinars series.
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* The Bank continues maintaining presence in digital
and social media to promote HSBC Fusion. On top
of that, partnership with e-commerce is initiated to
reach wider small and medium business owners.

Commercial Banking and Global Banking
Throughout 2021, the Bank conducted several marketing
activities for corporate clients:

+ Developing presence in digital and social media as
part of the initiative to digitalise the Bank’s marketing
activities to promote the Bank’s digital capabilities
and solutions. It began with a digital campaign
by promoting Business Banking, which would be
expanded to other segments and products in the
coming years.

+ Conducting a total of 25 webinars covering the
Bank’s capability and solution, market updates as
well as social economic conditions.

* Sponsoring one of the flagship events in Asia
targeting founders and investors in the technology
community to showcase the Bank’s digital capability
and solution.

*  Hosting HSBC Summit 2021, a series of virtual events
that provided better understanding of Indonesia’s
latest economy, global investment outlook, and
Indonesia’s potential in the future.

*  Conducting a special forum - In Conversation
with Indonesia, in partnership with the Ministry
of Investment/Indonesia Investment Coordinating
Board (BPKM) to provide direct insights from the
government’s senior representative on the positive
investment climate and opportunities, regulations,
incentives, and ease of investment in Indonesia for
potential investors in Asia, the US, and Europe.

PT Bank HSBC Indonesia
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The financial performance review refers to the Financial Statement for the year ended 31 December 2021. The Financial
Statement has been audited by Certified Public Accountant Firm Tanudiredja, Wibisana, Rintis, & Partners and received
unmodified opinion in all material aspects, the Bank’s financial position, as well as financial performance and cash
flow for the year ended 31 December 2021, in accordance with the Financial Accounting Standards in Indonesia.

31 December 2021 31 December 2020 m
Financial Position
Rp Billion Rp Billion Rp Billion

Asset

Cash 430 627 (197) (31.42%)
Demand deposits with Bank Indonesia 8,418 4,252 4,166 97.98%
Demand deposits with other banks 3,363 3,741 (378) (10.10%)
Placements with other banks 257 10,654 (10,397) (97.59%)
Placements with Bank Indonesia 19,135 1,152 17,983 1,561.02%
Investment securities 21,121 17,861 3,260 18.25%
Financial assets held for trading 2,704 1,218 1,486 122.00%
Derivatives Receivables 203 671 (468) (69.75%)
Securities purchased with agreement to 10,060 9,293 767 8.25%
resell

Export bills 1,837 921 916 99.46%
Acceptance receivables 2,598 2,022 576 28.49%
Loans to customers - net 51,328 55,335 (4,007) (7.24%)
Prepaid tax 850 1,005 (155) (15.42%)
Other assets 1,068 2,604 (1,536) (58.99%)
Properties and equipments 833 890 (57) (6.40%)
Intangible assets 44 89 (45) (50.56%)
Deferred tax assets 213 266 (53) (19.92%)
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Financial Position

31 December 2021 31 December 2020
Rp Billion Rp Billion Rp Billion

Liabilities and Equity

Liabilities
Deposits from customers 85,407 72,160 13,247 18.36%
Deposits from other banks 5,940 4,492 1,448 32.24%
Liabilities at fair value through profit or 188 659 (471) (71.47%)
loss
Acceptance payables 2,602 2,047 555 27.11%
Income tax payables 19 182 (163) (89.56%)
Accruals and provisions 422 414 8 1.93%
Other liabilities 2,014 4,278 (2,264) (562.92%)
Borrowings 6,200 7,517 (1,317) (17.52%)
Subordinated debt 1,069 1,054 15 1.42%
Employee benefits obligations 460 500 (40) (8.00%)
Total Liabilities 104,321 93,303 11,018 11.81%
Equity
Share capital 10,586 10,586 - 0.00%
Additional paid-in capital - net 258 258 - 0.00%
Other comprehensive income - net 351 470 (119) (25.32%)
Retained earnings
Appropriated 62 49 13 26.53%
Unappropriated 8,884 7,935 949 11.96%
Total Equity 20,141 19,298 843 4.37%

FINANCIAL STATEMENT ANALYSIS

Total Assets

As of 31 December 2021, we had total assets of
Rp124,462 billion, representing an increase of 10.53%
or Rp11,861 billion compared to the total assets of
Rp.112,601 billion as of 31 December 2020. This increase
was primarily due to higher customer deposits balance.
The commercial surplus was primarily placed with Bank
Indonesia that increased by Rp17,983 billion, and partly
offset by a decrease of Rp10,397 billion in the amount of
placements with other banks.

2021 Annual Report

The Bank's total assets were dominated by loan
disbursements to customers worth Rp51,328 billion
(net), investment securities at Rp21,121 billion, and
placements with Bank Indonesia at Rp19,135 billion.

As part of liquidity risk management and funding, the
Bank has placed a surplus in commercial funds and
maintained some of its assets in the form of liquid assets
because if needed, they can be immediately disbursed
any time.

PT Bank HSBC Indonesia
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The Bank managed around Rp62,784 billion of liquid assets in 2021. These assets were in the form of cash and
demand deposits with Bank Indonesia and other banks, placement with other banks and Bank Indonesia, investment
securities, as well as securities purchased with agreement to resell.

31 December 2021 31 December 2020 m
Description
Rp Billion Rp Billion Rp Billion

Liquid Asset

Cash 430 627 (197) (31.42%)
Demand deposits with Bank Indonesia 8,418 4,252 4,166 97.98%
Demand deposits with other banks 3,363 3,741 (378) (10.10%)
Placements with other banks 257 10,654 (10,397) (97.59%)
Placements with Bank Indonesia 19,135 1,152 17,983 1,561.02%
Investment securities 21,121 17,861 3,260 18.25%
Securities purchased with agreement to

resell 10,060 9,293 767 8.25%

Loan to customers

The biggest composition of the Bank’s total assets as of 31 December 2021 was loans to customer worth Rp51,328
billion (net), or accounted for 41.24%. Compared to a year earlier, the loan to customers fell by 7.24%. This decrease
was primarily due to lack of demands in the market and increase competition for high quality assets.

On the other hand, as at 31 December 2021, the non-performing loans (NPL) ratio were 4.64% (gross) and 0.79% (net),
versus 3.45% (gross) and 0.94% (net) respectively in 2020. This is mainly due to one distressed group debtor with a
material credit balance was downgraded in 3Q 2021.

Investment Securities

Bank’s Investment Securities as of 31 December 2021 reached Rp 21,121 billion, increasing 18.25% compared to 31
December 2020. The increment was in line with higher commercial surplus and part of Bank’s liquidity and funding
risk management.

Loan composition by type of loan

I T T
Type —

Working Capital Loan 41,033 75.27% 44,933 76.95% (3,900) (8.68%)

Consumer Loan 9,709 17.81% 9,392 16.08% 317 3.38%

Investment Loan 3,122 5.73% 3,368 5.77% (246) (7.30%)

Employee Loan 652 1.20% 1.20% (49) (6.99%)

701
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Loans composition by economic sectors

Economic sector- gross

Rp Billion % Rp Billion % Rp Miliar %

Business services 7,482 13.72% 6,683 11.45% 799 11.96%
Construction 3,832 7.03% 4,967 8.51% (1,135) (22.85%)
Transportation, warehousing, 6,841 12.55% 6,214 10.64% 627 10.09%
and communication

Trading, restaurant, and hotel 7,867 14.43% 9,855 16.88% (1,988) (20.17%)
Industry 22,844 41.90% 23,417 40.10% (573) (2.45%)
Others 5,650 10.36% 7,258 12.43% (1,608) (22.15%)

54516 10000% 39 100.00% BE8)  (6.64%

Loan based on the classification of Bank Indonesia’s Collectability
Growth

Collectibility

Rp Billion % Rp Billion % Rp Miliar %
Performing Loan 51,985 95.36% 56.380 96,55% (4,395) (7.80%)
Expedite 51,107 93.75% 54.791 93,83% (3,684) (6.72%)
Special Mention 878 1.61% 1.589 2,72% (711) (44.75%)
Non-performing loan 2,531 4.64% 2.014 3,45% 517 25.67%
Substandard 108 0.20% 282 0,48% (174) (61.70%)
Doubtful 42 0.08% 60 0,10% (18) (30.00%)
Loss 2,381 4.37% 1.672 2,86% 709 42.40%

Total Credit 54,516 | 100.00% 58.394 | 100,00% (3,878) (6.64%)

3.45% 1.19% n/a
a

NPL Ratio — gross 4.64%
NPL Ratio - net 0.79% 0.94% (0.15%) n/

Liability

31 December 2021 31 December 2020 Growth
Composition of Liabilities
Rp Billion Rp Billion

Deposits from customers 85,407 72,160 13,247 18.36%
Deposits from other banks 5,940 4,492 1,448 32.24%
Derivative payables 188 659 (471) (71.47%)
Acceptance payables 2,602 2,047 555 27.11%
Income tax payables 19 182 (163) (89.56%)
Accruals and provisions 422 414 8 1.93%
Other liabilities 2,014 4,278 (2,264) (52.92%)
Borrowings 6,200 7,517 (1,317) (17.52%)
Subordinated debts 1,069 1,054 15 1.42%
Employee benefits obligations 460 500 (40) (8.00%)

EwTR— e now  181%

The Bank’s total liabilities amounted to Rp104,321 billion as of 31 December 2021. The liabilities in 2021 were
dominated by customer deposits at 81.87%.
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Deposits from customers

Customer deposits reached Rp85,407 billion as of the end of 2021, rising 18.36% from 2020. This is a result of strong
liquidity position especially from corporate customers. The incremental balance mainly derived from the new
mandates, deployment of continuous excess cash from existing customers as well as the impact of seasonality.

The increase was contributed by higher balance of demand deposits, which stood at Rp45,585 billion. The ratio of
Demand Deposits and Savings to Time Deposits was 72%:28%.

I TR
Deposits from Customers

Demand Deposits 45,584 53.37% 35,871 49.71% 9,713 27.08%

Savings 15,946 18.67% 15,281 21.18% 665 4.35%

Time Deposits and On Call 23,877 27.96% 21,008 29.11% 2,869 13.66%

Deposits

85,407 | 100.00% 72,160 | 100.00% 13,247 |  18.36%

Demand Deposits
Based on currency, demand deposits in Rupiah had the largest contribution at 73.41% of the total, or Rp33,461 billion.

: T BT BT
urrenc

Rupiah 33,461 73.41% 24,362 67.92% 9,099 37.35%

Foreign currency 12,123 26.59% 11,509 32.08% 614 5.33%
45584 | 100,00% 35,871 | 100,00% 9713| 27.08%
Savings

The balance of savings as of 31 December 2021 was Rp 15,946 billion. A majority of savings was in foreign currency,
or accounted for 53.29% of the total.

: IR IR R
urrenc

Rupiah 7,448 46.71% 6,608 43.24% 12.71%
Foreign currency 8,498 53.29% 8,673 56.76% (175) (2.02%)

Time Deposits & On Call Deposits

The balance of time deposits and on call deposits as of 31 December 2022 was Rp23,877 billion.

Based on the contract term, time deposits were dominated by one-month period in 2021, which accounted for 66.75%
of the total.

I T BT
Maturit

1 month 15,938 66.75% 14,888 70.87% 1,050 7.05%
3 months 4,231 17.72% 3,289 15.66% 942 28.64%
6 months 3,044 12.75% 2,182 10.39% 862 39.51%
12 months 2.78% 3.09% 15 2.31%

Deposits on call 23,877 100.00% 21,008 100.00% 2,869 13.66%
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Equity
The Bank’s equity stood at Rp20,141 billion at the end of 2021, increasing by Rp843 billion or 4,37% from the previous
year. The rise was in line with growth in the Bank’s net profit. The increase in equity has given positive contribution
to the Bank’s capital, with the ratio of Minimum Capital Provision Requirement (KPMM) stayed at a healthy level at
30.07%.

31 December 2021 31 December 2020

Equity Composition

Rp Billion

Rp Billion

Rp Billion

%

Share capital 10,586 10,586 0.00%
Additional paid-in capital 258 258 0.00%
Other comprehensive income/(loss) - net 351 470 -119 -25.32%
Retained earnings:

- Appropriated 62 49 13 26.53%
- Unappropriated 8,884 7,935 949 11.96%

Statement of Profit or Loss and Other Comprehensive Income

31 December 2021 31 December 2020

843

4.37%

Interest Income 4,772 5,307 (635) (10.08%)
Interest Expenses (1,255) (1,433) 178 (12.42%)
Net Interest Income 3,617 3,874 (357) (9.22%)
Fees and commission income 1,265 1,204 61 5.07%
Other operational income 1,151 1,751 (600) (34.27%)
Impairment losses on financial assets - net (748) (1,717) 969 (56.44%)
Total operating income 5,185 5,112 73 1.43%
Total operating expenses (3,328) (3,338) 10 (0.30%)
Profit before tax 1,857 1,774 83 4.68%
Income tax expenses (384) (464) 80 (17.24%)
Net profit of the year 1,473 1,310 163 12.44%
Other comprehensive income/(loss) (120) 384 504) (131.25%)
Total comprehensive income for the year 1,353 1,694 (341) (20.13%)

Interest Income

Interest income fell by 10.08% or Rp535 billion in 2021, mainly due to lower credit balance as compared to 2020 as a
result of lack of demands in the market and increase competition for high quality assets.

Growth

Interest Income

Loan to customers 2,928 61.36% 3,857 72.68% (929) (24.09%)
Investment securities 1,250 26.19% 1,072 20.20% 178 16.60%
Securities purchased with 370 7.75% 292 5.50% 78 26.71%
agreement to resell

Others 224 4.69% 86 1.62% 138 160.47%

100.00%

5,307

100.00% m (10.08%)
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Interest Expenses

Interest expenses amounted to Rp1,255 billion, dropped by 12.42% or Rp178 billion in 2021. This decrease was in
line with lower interest expenses from borrowings and subordinated debt, which decreased by Rp129 billion, due to
repayment of borrowing resulting to lower borrowing balance.

Growth

Interest Expense

Rp Billion % Rp Billion % Rp Billion %
Demand deposits 205 16.33% 226 15.77% (21) (9.29%)
Saving accounts 117 9.32% 100 6.98% 17 17.00%
Time deposits and deposits 744 59.28% 808 56.39% (64) (7.92%)
on call
Borrowings and 117 9.32% 246 17.17% (129) (52.44%)
subordinated debt

Others 72 5.74% 3.70% 35.85%

53 19

Net Interest Income

The Bank managed to book net interest income of Rp 3,517 billion as of 31 December 2021. To maintain net interest
income, the Bank has proactively reviewed its funding composition on a regular basis in a bid to control funding costs
and maintain Net Interest Margin (NIM) at an optimum level.

Non-Interest Income
The Bank recorded lower non-interest income at Rp2,416 billion in 2021 mainly driven by lower trading income due to
significant market volatility in first half of 2020 on top of lower fixed income performance this year.

I T BT
Non-Interest Income

Net fees and commissions 1,265 52.36% 1,204 40.74% 61 5.07%
income
Other operating income 1,151 47.64% 1,751 59.26% (600) (34.27%)

Impairment Losses of Financial Assets - Net

The Bank’s impairment losses of financial aseets amounted to Rp748 billion in 2021. The improvement on the economic
outlook resulted to lower Stage 1 and 2 impairment losses as the overlay booked during 2020 had been partially released
during 2021, in addition to lower Stage 3 impairment losses.

Operating Expenses
The Bank’s operating expenses amounted to Rp3,328 billion in 2021, represented a marginal decrease of 0.30%
compared to last year. The biggest expense was for employees, which accounted for 50.30% of the total.

The Bank continuously strives to manage costs effectively and efficiently to support sustainable growth.
Growth

Operating Expenses

Rp Billion % Rp Billion % Rp Billion %
Employees expenses 1,674 50.30% 1,730 51.83% -56 (3.24%)
General and administrative 1,315 39.51% 1,254 37.57% 61 4.86%
expenses
Depreciation expenses of 281 8.44% 296 8.87% (15) (5.07%)
properties and equipment
Amortisation expenses of 58 1.74% 58 1.74% - 0.00%

intangible assest
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Profit Before Tax

The Bank’s profit before tax was at Rp1,857 billion in 2021. The amount was higher than the previous year mainly due
to lower impairment losses and operating expenses, partially set off lower revenue as explained above.

Net Profit

The Bank recorded a net profit of Rp1,473 billion in 2021,

the rise in profit before tax as explained earlier.

Statement of Comprehensive Income
The Bank recorded a comprehensive income of Rp 1,353

increased by Rp163 billion or 12.44% from 2020, in line with

billion in 2021, decreased by Rp 341 billion from 2020, in line

with higher net profit. Below is a statement of comprehensive income.

Description

31 December 2021

Rp Billion

31 December 2020

Rp Billion %

Rp Billion

Net profit for the year 1,473 1,310 163 12.44%
Other comprehensive income:

Available-for-sale investments

- Profit/(Loss) during the year (149) 380 (529) (139.21%)
Remeasurements from post-employment

benefits obligation:

Actuarial (loss)/profit during the year 29 4 25 625.00%
Other comprehensive income/(loss), net (120) 384 (504) (131.25%)

of tax

Total Comprehensive Income for the Year

Statement of Cash Flows

31 December 2021

(341) (20.13%)

31 December 2020

Description

Cash from Operations 16,859 15,422 1,437 9.32%
Cash from Investment (3,762) (3,063) (699) 22.82%
Cash from Funding (2,084) (8,703) 6,619 (76.05%)
Net Increase in Cash and Cash Equivalent 11,013 3,656 7,357 201.23%
Effect of Foreign Exchange Rate 164 (2,716) 2,880 (106.04%)
Fluctuation on Cash

Cash and Cash Equivalent, January 1 20,427 19,486 941 4.83%
Cash and Cash Equivalent, December 31 31,604 20,426 11,178 54.72%

At the end of the 2021 period, the Bank recorded a final balance of cash and cash equivalents at Rp31,604 billion.

Cash Flow from Operations

Net cash from operations amounted to Rp 16,859 billion,
up from Rp15,422 billion in the previous year. The
increase in cash from operations was due to cash flow
from customer loans.

Cash Flow from Investment

Net cash obtained from investment activities was at
minus Rp3,762 billion in 2021. The negative cash flow
was 22.82% higher than in 2020, due to the increase
in cash flow from maturing securities for investment
purposes.

2021 Annual Report

Cash Flow from Funding

Net cash from funding activities amounted to minus
Rp2,084 billion in 2021. The negative cash flow was
76.05% lower than in 2020, due to subordinated debt
repayments.
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Liquidity and Solvency

To measure the Bank’s financial ability to meet its obligations as they are due, the Bank uses several liquidity ratios
such as the Intermediary Macroprudential Ratio (RIM), Liquidity Coverage Ratio (LCR), and Net Stable Funding Ratio
(NSFR). RIM reflects the amount of customer deposits and long-term loans used for providing financing to customers.
The Bank’s RIM ratio was 59.37% as of 31 December 2021.

The Bank also uses NSFR to monitor funding risks and LCR to monitor liquidity risks on a daily basis. As of 31
December 2020, the Bank’s NSFR and LCR were at 215.24% and 297.15%, respectively.

Liquidity Ratio

T i o

Intermediary Macroprudential Ratio (RIM)” 59.37% 72.95%
Liquidity Coverage Ratio (LCR) 297.15% 648.89%
Net Stable Funding Ratio (NSFR) 215.27% 164.89%
Low-cost fund Ratio 72.04% 70.89%

The Bank also uses solvency ratio to measure its ability to meet all liabilities, by comparing these liabilities to total
assets and liabilities to equity.

Solvency Ratio

T S R TR

Ratio of Liabilities to Total Assets 83.82% 82.86%

Ratio of Liabilities to Equity 517.95% 483.49%

Leverage ratio 14.05% 14.61%
PT Bank HSBC Indonesia 2021 Annual Report
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Ability to Repay Debt and Accounts Receivable
Collectibility

Ability to Repay Debt

The Bank’s ability to fulfil all obligations, including long
term and short-term loans, is measured by liquidity
and solvency ratio. Until the end of 2021, the Bank’s
ability to repay debt was categorised as good based on
assessment from both ratios.

The Bank’s liquidity level as measured by the ratio of
loans to deposits (Intermediary Macroprudential Ratio/
RIM) was 53.97%. The Bank will always maintain the
balance between the funding needs and the provisions of
funds. The Bank also diversifies its funding by securing
long-term borrowings to support the Bank’s liquidity.

The Bank’'s Capital-to-Adequacy Ratio (CAR) was at
30.07% in 2021. This indicated that the Bank’s capital
structure has the capability to balance credit, market, and
operational risks, as the ratio is much higher than the
minimum capital adequacy ratio set by Bank Indonesia,
which is at 9%-10%.

Loan Collectability

The Bank’s gross Non-Performing Loan (NPL) ratio as
of 31 December 2021 was at 4.64%. The Bank's net NPL
ratio was at 0.79%.

Capital Structure and the Management'’s Policy
on Capital Structure

In calculating the capital requirement for 2021, the Bank
referred to the Financial Services Authority Regulation
No. 11/POJK.03/2016 on “Minimum Capital Provision
Requirement for Commercial Banks”, which was
effective since February 2, 2016 and as amended by
POJK No. 34/POJK.03/2016. The required capital set by
the regulator is analysed in two tiers as follows:

* Core Capital (Tier 1), which consists of main core
capital and additional core capital. Main core capital
includes issued and fully paid-up capital, additional
paid-up capital, general reserves, profit in previous
years and current year (100%), as well as other
comprehensive income, such as the potential profit/
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loss from changes in fair value of financial assets
in available-for-sale assets, from the difference in
productive assets write-off based on applicable
regulations, and from impairment losses of
productive assets. Deferred tax assets and intangible
assets are the main factors that can reduce Tier-1
capital. The Bank does not have additional Tier-1
capital.

* Supplementary Capital (Tier 2) includes subordinated

debt and general reserves of productive assets based
on applicable regulations.
The Bank’s Risk-Weighted Assets (RWA) is calculated
based on several requirements that reflect various
level of risks related to assets and exposures that
are not reflected in the financial statement. Based on
the applicable regulations, the Bank must consider
credit, market, and operational risks in measuring
the Bank’s RWA.

The management uses the capital ratio required by the
regulator to monitor the Bank’s capital. These capital
ratios remain as industry standard to measure capital
adequacy. OJK's approach to the measurement is
primarily based on monitoring the relationship between
the Bank’s risk profile and the availability of capital. Banks
are required to provide minimum capital according to
their risk profiles.

The provision of minimum capital mentioned is

stipulated as follows:

1. For banks that are ranked 1st on risk profile, the
lowest required minimum capital is 8% (eight
percent) of the RWA;

2. For banks that are ranked 2nd on risk profile, the
lowest required minimum capital is 9% (nine percent)
to less than 10% (ten percent) of the RWA;

3. For banks that are ranked 3rd on risk profile, the
lowest required minimum capital is 10% (ten percent)
to less than 11% (eleven percent) of the RWA; and

4. For banks that are ranked 4th on risk profile, the
lowest required minimum capital is 11% (eleven
percent) to less than 14% (fourteen percent) of the
RWA.
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Several restrictions are also implemented for parts of capital that are required by regulators, such as Bank needs to
have core capital (Tier-1) at the minimum of 6% (six percent) of RWA and the Common Equity Tier 1 at the minimum

of 4.5% (four-point five percent) of RWA.

The Bank has met all capital requirements set by external parties throughout the reporting period.

The capital positions required by Bank regulators in accordance with the applicable regulations as of 31 December

2021 and 2020 are as follows:

MINIMUM CAPITAL ADEQUACY

(in billion Rupiah, unless otherwise specified)

Tier 1 Capital

Share Capital 10,586 10,586
Additional paid-in capital 258 258
General reserve 63 49
Retained earnings 7.411 6,625
Profit for the period 1,473 1,310
Other comprehensive income 363 502
Negative differences between regulatory provision and - -
allowance for impairment losses on productive assets

Non-earning asset provision that should be calculated (94) (64)
Deferred tax calculation (213) (266)
Other intangible assets (44) (89)
Tier 2 Capital

Capital instrument such as shares, subordinated debts or 1,069 1,054
others meeting the requirement of Tier 2 capital

General allowance for earning assets 712 800
Total Capital 21,584 20,765
RWA

Credit risk 57,405 63,979
Market risk 1,465 1,733
Operational risk 12,900 12,044
Total RWA 71,770 77,756
Capital Adequacy Ratio 30.07% 26.70%
CET 1 Ratio 27.59% 24.32%
Tier 1 Ratio 27.59% 24.32%
Tier 2 Ratio 2.48% 2.38%
Capital Conversion Buffer 2.50% 2.50%
Countercyclical Buffer 0.00% 0.00%
Domestically Systemically Important Bank 1.00% 1.00%
Required Capital Adequacy Ratio 9% to less than 10% 9% to less than 10%
Required minimum CET 1 Ratio 4.50% 4.50%
Required minimum Tier 1 Ratio 6.00% 6.00%

The Bank calculates minimum capital based on the risk profile as of 31 December 2021 by using the risk profile

position on 30 June 2021.
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Based on the Bank’s self-assessment, its risk profile is ranked 2. Therefore, the Bank is obliged to meet the minimum
capital of 9% to less than 10%. As of 31 December 2021, the Bank’s CAR was at 30.05%, which was much higher than
the mandatory minimum capital of 9% to less than 10%.

Transactions Information with Affiliated Parties

Throughout 2021, there were no material transactions that can cause conflict of interest.

Details on the nature of relationship and type of transactions with affiliated parties as of 31 December 2021 were as

follows:

Related party Nature of relationship Type of transaction

HSBC Bank Australia Ltd

Under common control

Demand deposits

HSBC Bank Canada

Under common control

Demand deposits, acceptance, other
liabilities, and fees and commissions
income

The Hongkong and Shanghai Banking
Corporation Limited, (Thailand branch)
Bangkok

Under common control

Demand deposits and other liabilities

The Hongkong and Shanghai Banking
Corporation Limited, (Australian
branches) Sydney

Under common control

Demand deposits and bank guarantee
provided

The Hongkong and Shanghai Banking
Corporation Limited, (Indian branches)
Mumbai

Under common control

Demand deposits, acceptance,
and bank guarantee provided

The Hongkong and Shanghai Banking
Corporation Limited, (Japanese branches)
Tokyo

Under common control

Demand deposits

The Hongkong and Shanghai Banking
Corporation Limited, (New Zealand
branches) Auckland

Under common control

Demand deposits

Hang Seng Bank Ltd

Under common control

Acceptance and call money

HSBC Bank plc

Under common control

Demand deposits, investment securities,
other liabilities and
derivative transactions

The Hongkong and Shanghai Banking
Corporation Limited, (Singaporean
branches) Singapore

Under common control

Demand deposits, acceptance, derivative
transactions, other
liabilities, investment securities, and bank
guarantee provided

The Hongkong and Shanghai Banking
Corporation Limited

Under common control

Demand deposits, acceptance, derivative
transactions, call money, borrowings,
investment securities, other liabilities,
accrued expenses, bank guarantee
accepted, and bank guarantee

provided

HSBC Trinkaus and Burkhardt AG

Under common control

Demand deposits, acceptance, and bank
guarantee provided

HSBC Bank Malaysia Berhad

Under common control

Demand deposits, acceptance, and bank
guarantee provided

HSBC Amanah Malaysia Berhad

Under common control

Demand deposits

HSBC Asia Pacific Holdings (UK) Ltd

Parent company

Other liabilities, Subordinate debt, and
bank guarantee provided

Dewan Komisaris, Direksi dan keluarga

Key management

Loans to customers and Deposits from
customers

HSBC Bank USA

Under common control

Demand deposits, derivative transactions,
and bank guarantee provided

HSBC Bank (China) Company Limited

Under common control

Demand deposits and acceptance
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Related party Nature of relationship Type of transaction

HSBC France

Under common control

Demand deposits, bank guarantee
accepted, and bank guarantee
provided

HSBC Bank (Taiwan) Limited

Under common control

Demand deposits and acceptance

Dividend Policy

The dividend policy is determined through the approval
of the Annual General Meeting of Shareholders (AGMS).
In 2021, the shareholders approved the appropriation
of the Bank’s 2020 retained earnings amounting to
Rp13 billion and distribute cash dividend amounting
to Rp510.89 billion (Rp48.3 (full amount) per share)
to shareholders who have the right to receive cash
dividend. Dividend payment has been paid at the latest
on 30 September 2021.

Employee Share Ownership Programme
During 2021, the Bank did not implement the employee
share ownership programme.

Significant Changes in Laws And Regulations
Affecting the Bank

In 2021, the Financial Services Authority (OJK) and Bank
Indonesia (Bl) issued new regulations and amendments,
which affected the company’s performance. There were
12 regulations, consisting of 3 OJK regulations and 9 Bl
regulations. These regulations have been socialised to
the Bank's internal staff and specifically followed up by
related parties, which are:

1. PBI No. 22/21/PBI/2020 dated 29 December 2020
regarding the Amendment to PBI No. 21/14/PBI/2019
regarding Foreign Exchange Export Proceed and
Foreign Exchange Import Payment.

2. PADG No. 23/2/PADG/2019 dated 27 January 2021
regarding the Amendment to PADG No. 21/26/
PADG/2019 regarding Foreign Exchange Export
Proceed and Foreign Exchange Import Payment.

3. PBI No. 22/20/PBI/2020 dated 22 December 2020
regarding Consumer Protection of Bank Indonesia.

4. PBI No. 22/23/PBI/2020 dated 1 July 2021 regarding
Payment System.

5. PADG No. 23/1/PADG/2021 dated 8 January 2021
regarding the Implementation of Government Bond
Auction in the Primary Market.

6. PBI No. 23/5/PBI/2021 dated 2 June 2021 regarding
the Monitoring System of Foreign Exchange
Transactions against Rupiah.

7. PBI No. 23/6/2021 dated 1 July 2021 regarding
Payment Service Providers.

PT Bank HSBC Indonesia

8. PBI No. 23/7/PBI/2021 dated 1 July 2021 regarding
Payment System Infrastructure Operators.

9. PBlI No. 23/10/2021 dated 31 December
regarding Money Market.

10. POJK No. 12/POJK.03/2021 dated 30 July 2021
regarding Commercial Banks.

11. POJK No. 13/POJK.03/2021 dated 30 July 2021
regarding the Implementation of Commercial Bank
Products.

12. POJK No. 17/POJK.03/2021 dated 10 September
2021 regarding the Second Amendment to POJK
No. 11/POJK.03/2020 regarding National Economic
Stimulus as a Countercyclical Policy on the Impact of
the 2019 Coronavirus Disease Spread.

2021

Changes in Accounting Policies Implemented
in 2021

Unless described below, the accounting policies has
been implemented consistently, with the financial
statement for the year ended 31 December 2021 has met
the Financial Accounting Standards in Indonesia.

The Board of Financial Accounting Standard -Indonesia
Institute of Accountants (DSAK-IAI) has issued revisions
on the following accounting standards which were
effective as at 1 January 2021:

- Annual improvements Statement of Financial
Accounting Standard (SFAS) 1 “Presentation of
Financial Statements”;

- Annual improvements to SFAS 48 “Impairment of

Assets”;
- Annual improvements to SFAS 110 “Sukuk
Accounting”

- Amendment to SFAS 55 “Financial Instruments”
related to Recognition and Measurement (IBOR
Reform Batch 2);

- Amendment to SFAS 60 “Financial Instruments”
related to Disclosures (IBOR Reform Batch 2);

- Amendment to SFAS 71 “Financial Instruments”
(IBOR Reform Batch 2);

- Amendment to PSAK 73 “COVID-19 related lease
concession beyond 30 June 2021";

- Amendment to SFAS 22 “Definition of Business”;
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The implementation of these new and amended
standards and interpretations are effective beginning 1
January 2021. Except for the changes as explained below,
the implementation of the above standards did not result
in substantial changes to the Bank’s accounting policies
and had no material impact to the financial statements
for current or prior financial years.

Amendment to SFAS 71, Amendment to SFAS 55, and
Amendment PSAK 60, “Interest Rate Benchmark Reform
— Phase 2”.

The amendments enable entities to reflect the effects
of transitioning from benchmark interest rates, such as
interbank offered rates (IBORs) to alternative benchmark
interest rates without giving rise to accounting impacts
that would not provide useful information to users of
financial statements.
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HUMAN RESOURCES

Amid the pandemic, the Bank continued improving
human resources capabilities, while prioritising
employees’ health and safety. The Human Resources
Department (HR) adapted and aligned with market

Employee Profile
The Bank’s employees as of 31 December 2021 were
3,154, or 7.8% lower compared to the previous year.

The composition of human resources as of 31 December
2021 by education was as follows:

changes, particularly in the banking industry, to provide
an exceptional experience for employees through
continuous improvement of HR-related policies,
governance, and risk management.

Composition of HR by Educational Level

Education Loy Percentage Ly o Percentage
Employees 9 Employees 9

Doctoral Degree 0.10% 0.18%
Master Degree 276 8.75% 316 9.24%
Bachelor Degree 2,822 89.47% 3,033 88.71%
Diploma 3 8 0.25% 9 0.26%
Diploma 1 30 0.95% 47 1.37%
Senior High School 15 0.48% 8 0.23%

In 2021, more than 98% of staff held Bachelor’'s degrees or higher, the same as the previous year. The Bank needs
educated and qualified employees to continuously increase quality.

Composition of HR by Age

by o Percentage Loy Percentage
Employees 9 Employees 9

18-30 years old 28.36% 1,037 30.33%
31-40 years old 1,315 41.69% 1,442 42.18%
41-50 years old 782 24.79% 807 23.60%
Above 50 years old 154 4.88% 133 3.89%

In 2021, the employee composition was still dominated by the productive age and dynamic young generation. More
than 70% of employees were under 40 years of age.
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Composition of HR by Organisational Level

tevel 27 ) Percentage o ) Percentage
Employees 9 Employees 9
Top Management 7 0.22% 7 0.20%
Middle Management 119 3.77% 128 3.74%
Lower Management 757 24.00% 811 23.72%
Staff and Others 2,271 72.00% 2,473 72.33%

On average, a Manager supervised 5 or 6 staff. The ratio is close to the directive, which recommends a manager
supervise 8 staff to ensure efficient and effective management.

Composition of HR by Employment Status

Number of Number of

Employment Status

Employees Percentage Employees Percentage
Permanent Employee 2,857 90.58% 3,055 89.35%
Contract Employee 9.42% 10.65%

The number of contract employees declined 18.4% from 364 in 2020 to 297 in 2021, due to a large number of completed
temporary jobs.

Composition of HR by Gender

Number of Number of

Percentage Percentage

Employees Employees

Male 1,399 44.36% 1.5636 44.93%

Female 1,755 55.64% 1,883 55.07%

The composition of human resources by gender was relatively unchanged. The composition of female employees
against male employees stood at 55.64% to 44.36%, and evidence that the Bank provides an extensive opportunity
for female employees to pursue a career in the Bank.

Implementation of Remuneration Policy Including Material Risk Takers

In 2021, the Remuneration and Nomination Committee (RNC) completed the following activities and obtained

recommendations from the Board of Commissioners:

+ Completed the review of annual remuneration and performance for Commissioners, Directors, Head of Business
and Functions, and all employees.

* Provided recommendation to the Board of Commissioners on the nomination of candidates of Operation & IT
Director and Human Resources Director.
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+ Completed the review of the remuneration policy for
Commissioners and Directors.

+  Completed the review of HBID Strategic Priorities
and Executive Performance Scorecards

*  Completed the annual review of the Remuneration
and Nomination Committee’s Terms of Reference
(ToR) and obtained approval from the Board of
Commissioners.

* Completed the review of Material Risk Takers (MRT)
rules, as part of the Remuneration Governance
implementation as well as MRT identification
process, which resulted in 9 individuals included in
the MRT category for the 2021 performance.

+  Completed the nomination review and provided
recommendation for the appointment of new
President Commissioner.

*  Completed the annual performance assessment of
the Board of Directors and all employees.

Performance Management

The Bank implemented an updated Continuous
Performance Management (CPM) and introduced
‘Continuous Feedback’, a tool in HRDirect that allows
managers and employees to send, request and receive
feedback from other colleagues. In addition, the Bank
also updated HSBC Behaviour Rating Guide to align
with the Purpose and Values launched in early 2021.
Toward the end of 2021, the Bank introduced the year-
end performance management module under HR
Mobile Application to support the seamless process of
annual performance review and improve the employee
experience.

Employee Recruitment

By the end of 2021, the Bank had recruited 563 staff,
which consisted of 359 permanent staff and 204 direct
contract employees. There were 9 critical roles hired
in 2021, which included: 1 Director position (external
source: Human Resources Director), and the rest were
Middle Manager positions from various departments
such as Global Banking, Central Managed Offices,
Commercial Banking, Communications, Finance, and
WPB.

In 2021, Recruitment and Onboarding (R&0) focused
on improving customer experience, through these
initiatives:

+ Expediting and improving the staff onboarding
experience for new hires through Welcoming Pack
and New Joiner guidelines in order to make them
feel engaged and proud to be part of the Bank.

» Satisfaction Survey from candidates achieved a
score of 4.6 and from Hiring Manager 4.4 out of 5 in
2021.
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Human Resources Development Strategy 2021

In 2021, the Bank continued to grow and HR strategy was

focused on three (3) key areas:

1. Building managers’ capabilities for the future.

2. Fostering an environment that is committed to well-
being, diversity and inclusion.

3. Encouraging, understanding, and responding to
employees’ voice.

Training and Development 2021
The Bank regularly and continuously developed training
and development programmes to improve employee
competencies, both internally and externally, to support
the achievement of the Bank’s business strategy. Broadly
the training and development programmes included hard
skill/technical competencies, soft skill competencies,
leadership education, and in-house training for specific
fields of training. The programmes were grouped into:
» Specific business or role related to technical/
functional competency:
Learning and development programme regarding
specific competencies required by employees to
perform their duties efficiently and effectively.
* Leadership competency:
Learning and development programme regarding
leadership and managerial topics, for employees
who are in structural/leadership roles.
* Regulatory compliance competency:
Learning and development programme regarding
risk management, wealth management, capital
market, insurance, treasury and compliance
certification in accordance to the role of employees.
* General competency:
Learning and development programme regarding
general competencies, which reflects the value and
attitude that must be possessed by all employees.
This programme includes training in the field of
values and culture.

During the COVID-19 pandemic in Indonesia, and to
ensure employees’ health and safety, several training
programmes in 2021 were postponed or cancelled. The
Bank optimised training and development programmes
through e-learning or virtually.

Seminar, Workshop, and Conference

* Training and certification programmes required by
regulators and the Bank, including Global Mandatory
Training (GMT), Financial Crime and Compliance
(FCC), Global Standard and Risk Management
Certification, Treasury Certification, WAPERD, AAJI,
WPPE and SPPUR.
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* Introductiontothe Future Skills Learning Programme.

» Training programme for new employees.

» Socialisation programmes, which were held
internally and externally, covering products,
processes, systems and procedures, policies and

provisions.

* Introduction to the Corporate Culture and Leadership
programme.

» Early talent identification programme for the best
fresh graduates through the Global Graduate
Programme (GGP) and Corporate Functions

Graduate Programme (CFGP). Graduate Programme
is one of the strategic programmes for the Bank to
acquire potential talents of top university graduates.
This programme is open and targets top tier
university graduates to participate in a graduate
special development programme for 18-24 months,
where they would be given formal training, on the
job learning and project assignment to support their
career development.

Talent Management Programme

The talent management process is a process to prepare
and develop talents that are ready to become successors
to fill in critical positions at HSBC Indonesia. With good
talent management and succession, it is expected that
the Bank can sustain the best talents that are ready to
fulfil the leadership pipeline.

Talent Management process are divided into 4 (four)
main processes comprising:

» Talent Classification and Nomination

+ Talent Assessment

+ Talent Development

» Talent Review

Some of development programmes provided for talents
throughout 2021 included:

» Accelerating into Leadership (AlL)

* Accelerating Female Leadership (AFL)

» Explore Programme

* Country Leadership Programme (CLP)

* Job Enhancement and Project Assignment

The Bank also promoted and empowered gender
equality through Female Talent Development, along
with the management succession. As of 31 December
2021, around 55% female employees were part of Senior
Management.

Employee Assistance Programme (EAP)
Employee Assistance Programme (EAP) is one of the
well-being programmes provided to all employees of
HSBC Indonesia to support and provide information on
how to manage financial well-being and mental health,
also providing counselling services for employees
and their dependents that are treated with the utmost
confidentiality.

In 2021, the Bank held several EAP programmes, such
as EAP Webinar Series, Online Standby Counselling and
EAP E-Article.

In order to enhance employee competencies, the Bank held development programmes for 4,034 employees with a

total training items of 55,297 in 2021.

Number of Empl Number of Training Training Hours per Number of Training Number of Trained
umber o ployees Hours Employee Items Staff

18.04

3,348 60,412

55,297 4,034

Details of training items based on type of trainings are as follows:

Training Type

Training Items Total Training Items

INTERNAL TRAINING: 51,160
Assessment 7,558
E-learning 39,634
Classroom -
Virtual Classroom 4,068
EXTERNAL TRAINING: 4,137
Assessment 4
E-learning 20
Virtual Classroom 4,113

Total 55,297
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Training for the Board of Commissioners and Board of Directors 2021
To improve competencies and to support duties and responsibilities of the Board of Directors and the Board of
Commissioners, members of the Board of Directors and the Board of Commissioners participated in several training

programmes in 2021, including:

Board of Commissioners

2020 Market Conduct Risks HSBC University Feb 21
2020 Swap Dealer Non-Executing AP Training HSBC University Feb 21
Advanced Competition Law - Upperhand HSBC University Jan 21
An Introduction to Tax Transparency and Combating Tax

Evasion HSBC University Sep 21
Anti Harassment and Discrimination Training HSBC University Apr, Jun 21
Authorised Spokesperson 2021 Media Spokesperson HSBC University Feb, Mar 21
Balance Sheet Reconciliation & Substantiation HSBC University Aug 21
Big Data and Atrtificial Intelligence — Senior Leaders HSBC University Mar 21
Combating Tax Evasion — Managing Staff and Suppliers HSBC University Sep 21
Country Leadership Programme HSBC University Jun 21
eMail Security and Phishing Recognition HSBC University Jan, Apr 21
Employee Bankruptcy or Composition with Creditors and

Offence involving Fraud or Dishonesty HSBC University Nov 21

Jan, May, Jun, Aug, Sep,

FCR4SL Classroom Exclusion Item HSBC University Nov, Dec 21
Global Mandatory Training - HSBC and Me HSBC University Jun, Sep, Oct 21
Hiring and Selection: Getting it Right HSBC University Feb, Aug 21
HSBC Indonesia (HBID) Interaction Model - Practical Guide

Assignment Exclusion HSBC University Feb 21
Introduction to BCBS239 HSBC University Aug 21
Introduction to Climate Risk HSBC University Nov 21
Making the Most of Customer Feedback HSBC University Feb 21
Model Risk Management - Navigating the Model Life Cycle: A

Practical Guide for the Model Community HSBC University Mar 21
Risk Induction Attestation HSBC University Sep 21
Trusted Leader - Support Materials HSBC University Jan 21
Values Conduct and M HSBC University Jan 21
Vulnerable and Potential Vulnerable Customers HSBC University Nov 21
Working with the Board: QUICK REFERENCE GUIDE - How the

Board Works HSBC University May 21
Working with the Board: QUICK REFERENCE GUIDE - CEO

Duties and Responsibilities HSBC University May 21
Working with the Board: QUICK REFERENCE GUIDE -

Principles of Corporate Governance HSBC University May 21
Working with the Board: QUICK REFERENCE GUIDE - Your

Chair and Company Secretary HSBC University May 21
Working with the Board: QUICK REFERENCE GUIDE - Practical

Issues HSBC University May 21
Working with the Board: QUICK REFERENCE GUIDE - CEO

Duties and Responsibilities HSBC University Jun 21
Working with the Regulator: PODCAST - Regulation and the

CEO HSBC University May 21
Working with the Regulator: QUICK REFERENCE GUIDE -

Building a Relationship with the Regulator HSBC University May 21

PT Bank HSBC Indonesia

2021 Annual Report



Good Corporate Corporate Corporate Sustainability Financial
Governance Sustainability Data Report Statements

Working with the Regulator: QUICK REFERENCE GUIDE -

Effective Dialogue with the Regulator HSBC University May 21
Working with the Regulator: QUICK REFERENCE GUIDE -
Dealing with Regulatory Issues HSBC University May 21
WPB Climate Risk HSBC University Nov 21
Board of Directors
1LOD HRR - Core 2021 Exclusion ltem HSBC University Aug 21
2020 Market Conduct Risks HSBC University Jan, Feb, Jun 21
2021 The Revised Rule Volcker Awareness Training HSBC University Oct 21
2021 Data Distribution and Benchmarks HSBC University Nov 21
AB&C Policy Socialisation 2021 HSBC University Sep, Oct 21
Advanced Competition Law - Upperhand HSBC University Jan, Feb, Mar, Jun 21
Authorised Spokesperson 2021 Media Spokesperson HSBC University Feb, Mar 21
Balance Sheet Reconciliation and Substantiation Refresher HSBC University Feb 21
Combating Tax Evasion — Managing Staff and Suppliers HSBC University Jun 21
Competition Law and Insider Risk HSBC University Apr, Jun 21
Compliance New Joiner Curricula Assignment Exclusion HSBC University Feb 21
Compliance New Joiner Induction Event VILT HSBC University Jun 21
Country Leadership Programme HSBC University Jun 21
CPT Briefing for GBandM - VILT HSBC University Feb, Mar 21
Discovery Event Global Induction HSBC University Feb, Jun 21
eMail Security and Phishing Recognition HSBC University Jan, Sep 21
FCR UAR and RFI FCTM Investigation May 21
Jan, Jun, Aug, Sep, Nov,
FCR4SL Classroom Exclusion Item HSBC University Dec 21
Future Skills Navigation Tool HSBC University Aug 21
Future Skills: Virtual Facilitation: Part 1 HSBC University Nov 21
Feb, Jun, Sep, Oct, Nov,
Global Mandatory Training - Fighting Financial Crime HSBC University Dec 21
Global Mandatory Training - HSBC and Me HSBC University May, Jun, Jul 21
Global Mandatory Training — Living our Values HSBC University Dec 21
Global Sales Procedural Guide: Sales to Customers of CMB
CMB and GB HSBC University Apr 21
Global Sales Procedural Guide: Sales to Clients of Global
Banking Incl In Scope NBFI CMB & GB HSBC University Apr 21
Helios Review and Challenge Functionality Recording HSBC University Oct 21
High Risk Role Learning — Anti-Money Laundering Sanctions
and Tax HSBC University Mar 21
Hiring and Selection: Getting it Right HSBC University Mar, Sep 21
HSBC Indonesia HBID Interaction Model - Practical Guide HSBC University Jul 21
Information Classification and Sharing HSBC University Dec 21
Inhouse Class Video Conference Refreshment UKMR Level V Efektifpro Sep 21
Introducing Helios HSBC University Oct 21
Introduction to Climate Risk HSBC University Oct, Dec 21
Introduction to Non-Financial Risk HSBC University Oct 21
Keamanan email dan Pengenalan Phishing HSBC University Feb, Mar, Sep 21
Manajemen Kearsipan — yang Perlu Anda Ketahui HSBC University Mar 21
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MANDATORY Post Course Assessment - High Risk Role

Learning HSBC University Mar 21
Navigating the Model Life Cycle: A Practical Guide for the

Model Community HSBC University Apr 21
Module 1: Helios Introduction HSBC University Feb, Mar 21
MSS Information Control Training HSBC University Jun 21
Personal Conflicts of Interest HSBC University Mar, Jun 21
Pembekalan Uji Kompetensi Manajemen Risiko Level V-LSPP Efektifpro Jan 21
Procurement Part 2: How to Manage Risk When Buying Goods

or Services HSBC University Jun 21
Putting Customers First 2020 HSBC University Jan 21
RBWM Digital Banking Explained HSBC University Nov 21
Remote Working HSBC University Jun 21
Risk Induction Assignment Exclusion HSBC University Feb 21
Succeeding with Purpose Senior Leader Workshop GCB 0-1

and Country CEOs HSBC University Apr 21
The Data Science Mindset - Virtual HSBC University Dec 21
Training Bahasa Realia Mar 21
Values Conduct and Me HSBC University Jan, Apr, Jun 21
Volcker Awareness Training 2020 The Revised Rule HSBC University Mar 21
Working with the Regulator: TRANSCRIPT Podcast - Effective

Dialogue with the Regulator HSBC University Feb 21

Adapting & Sustaining Indonesia Banking in the Era of New
Normal Covid-19 BSMR Jan, Apr, Jun 21

Global Mandatory Training (GMT) 2021

Global Mandatory Training (GMT) helps employees understand our Global Principles, the cornerstone of who we are
and how we operate. In particular, GMT looks at the key risks faced by the Bank and how to manage them effectively,
so that the Bank can provide the proper outcomes for customers and stakeholders.

GMT Calendar 2021 Overview

Trimester 1/2021 Trimester 2/2021 Trimester 3/2021
April-June August-October November-December

HSBC and Me Fighting Financial Crime Living Our Values
Managing Risk at HSBC Anti Money Laundering, Tax, Values & Conduct
Sustainability Sanctions, Fraud and Anti-Bribery & Workplace Harassment
Health, Safety and Well-being Corruption

Data Privacy
Cyber Security

Assigned 13 May 2021 - Completed 12 Assigned 6 September 2021 - Assigned 01 December 2021 -
July 2021 Completed 5 November 2021 Completed 28 January 2022

Financial Crime for High Risk Role Training Programme 2021

These are a series of modules designed to fulfil the learning requirements of employees in high risk roles. A high risk
role involves activities with greater exposure to money laundering, sanctions and bribery, and corruption risks. As
a result of this exposure, employees in high risk roles must develop and demonstrate the ability to identify, assess,
manage and report financial crimes.
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The Financial Crime for High Risk Role training
programmes include:

AML and Sanctions (AMLS) for High Risk Role

This training is mandatory for all AML High Risk
Roles within the Bank and separated from the Global
Mandatory Training (GMT) that all employees must
take. The learning will help employees to effectively
manage financial crime risk and provide the
confidence and skills needed to identify and manage
risks effectively in their roles. Both permanent and
contract employees are required to complete the
learning and post-course assessment. The e-Learning

employees have 90 days to complete the assigned
modules. In 2021, the AML and Sanctions for High
Risk Role training programme consisted of 12
curriculums assigned to 1,667 employees from each
business function with the percentage completion
of 98.38% and the rest will complete the training in
2022.

Anti Bribery & Corruption (AB&C) for High Risk Role
This training programme consists of 2 curricula
assigned to 171 employees from each business and
function, and all of the employees have completed
the assigned curriculas.

and post-course assessment are mandatory and

HSBC Leadership Training Programme 2021
The Bank has several flagship leadership training programmes, some of which are part of the HSBC University
programme. In 2021, the number of employees participating in the programme were 48 employees.

Leadership Programme Bﬁl?r?:;s Flfi':t?::_‘s HOST

People Management Essentials

Hiring Essential 2 2 1 5
Coaching for Performance 2 2 4 8
Coaching for Performance People 28 - - 28

Management Toolkit

ot} = | ¢ J o ] s |

Future Skills Learning Programme

The Bank has conducted research to identify critical skills that could enable employees and HSBC to be successful
in the future. Identification includes both current and future-focused skills, which have been categorised for easy
reference. In 2021, the Future Skills Learning Programme was available in 22 curricula, and the number of employees
who completed the training were 1,054 employees.

Global Global

Communicating with Impact

Connectivity 11 4 86 101
Creativity 9 7 64 80
Curiosity 8 7 48 63
Customer Engagement 35 5 35 75
Design Mindset 9 6 26 41
Growth Mindset 36 22 45 103
Interview Skills 8 9 13 30
Negotiation Skills 33 7 31 71
Presentation Skills 10 7 14 31
Resilience 12 17 27 56
Sense Making 20 9 23 52
Virtual Collaboration 5 13 12 30
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Global Global

The Hacker Mindset

The Data Science Mindset 20 14 9 43
The Developer Mindset 3 6 16
Social Intelligence 14 11 11 36
Business Writing 11 1 17
Influencing Skills 4 7 3 14
Prioritisation 4 4 6 14
The Data Science Mindset 16 21 6 43

Virtual Facilitation

T NN TR R R

COVID-19 Handling Training

To equip employees who would return to work from
office during the new normal, the Bank provided special
training called “COVID-19: Returning to Office” for 649
employees in 2021. The training ensured that employees
would comply with health protocol standards in their
workplace. This was a continuation from the previous
year and a majority of staff have completed the training.

Banking Certification Programme 2021

To ensure compliance with the provision of the banking
certification programme established by the Financial
Services Authority (OJK), the Bank has conducted
certification programmes as follows:

* Risk Management Certification
The number of employees who have been certified
for risk management in accordance with their level of
positions are 1,852 employees, and 203 employees
have completed the refresher programme for risk
management certification.

+ Treasury Certification
Since 2017, OJK has required banks to implement
the treasury certification in accordance with the
provision of PBI 19/5/PBl 2017. In 2021, 26 Global
Market employees have completed their treasury
certification and 4 employees have completed the
refresher programme.

PT Bank HSBC Indonesia

WAPERD Certification

WAPERD certification is a mandatory requirement
for RBWM sales employees who market the mutual
fund products. The number of new RBWM sales
employees who have completed their WAPERD
certificates in 2021 were 53 employees.

AAJI Certification

AAJI certification is required for RBWM sales
employees who market the bancassurance products.
The number of new RBWM sales employees who
have completed their AAJI certificates in 2021 were
33 employees.

WPPE Certification
The number of employees who have completed their
WPPE certificates in 2021 were 47 employees.

Payment Systems and Rupiah Management (SPPUR)
Certification

Referring to PBI No. 21/16/PBI/2019 regarding
The Standardisation of Competencies in Payment
System and Rupiah Management, the Bank has met
the minimum requirement of PBK SPPUR certificate
ownership, which has achieved 100% from the target
for the year of 2021 with 271 certificates attainment
from 153 employees in Operational Level.
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Business Functions

Certification Programme Global Retail Banking

Commercial

Banking Banking & Wealth

Markets Management

Risk Management Certification

Level 1 68 59 374 213 36 750
Level 2 205 66 257 117 70 715
Level 3 53 39 66 23 133 314
Level 4 10 5 11 3 31 60
Level 5 1 3 1 1 7 13
SMR Refresher Programme 44 25 38 40 56 203
Treasury Certification
Level Basic - 19 - - - 19
Level Intermediate - 4 - - -
Level Advance - 3 - - -
Treasury Refresher Programme - 4 - - -
WAPERD Certification - - 53 - - 53
AAJI Certification - - 33 - - 33
WPPEP Certification - 47 - - 47
SPPUR Certification
Operational Level 11 18 91 33 - 153

Training and Development Expenses 2021
Total expenses for training and development in 2021 stood at Rp37.67 billion, or 2.29% of total employee cost in 2021.

Realisation of Training Cost (Rp Million) 37,670
Realisation of Staff Cost (Rp Million) 1,647,222
Training Cost against Staff Cost Ratio (%) 2.29%
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TECHNOLOGY & OPERATIONS

Strategy and Implementation in 2021
In 2021, the Bank continued developing its hardware,
software and operational process to meet regulatory
requirements, support business growth, reduce
operating expenses, improve customer experience and
risk management to the highest standards.

Digitalisation and Streamlining

The Bank continued to improve operational processes
with automation, migration of customer transactions to
electronic channels, mobile banking platform updates,
and the use of digital signatures. The initiatives resulted
in increased scalability of operational capacity, speed,
accuracy, and service to customers as well as reducing
operational risk.

The Bank enhanced the existing digital channel to
support secondary bond market transactions and
account openings via tablet for Retail Business Banking
and to streamline the process by implementing API for
custodian and clearing funds and bond issuances.

The corporate banking digital platform has implemented
Commercialised Blockchain as a single and integrated
platform that enables fully digital transactions.

Data on-shoring

In accordance with regulations, the Bank has complied
by maintaining a Data Center onshore in Indonesia
for the primary trading system in Global Market. For
Card on-shoring, the Bank still continues the migration
process, divided into two phases (database duplication
& core card system migration), which will continue and
is aimed to be completed by 2022-2023.

Compliance

The Bank continually ensures that data, systems, and
processes complied with the latest regulations. To fulfil
reporting requirements in financial crime mitigations,
the Bank implemented integrated regulatory reporting
into one platform by using standardisation metadata to
have consistent data and prevent redundancy.

PT Bank HSBC Indonesia

Risk Management

The Bank continued to invest in infrastructure and
processes related to financial and non-financial risk
management as explained below:

* Money Laundering and Sanctions
The Bank continued to invest in its capabilities to
detect, deter and prevent financial crime. The Bank
used a single platform as management information,
intelligence database and workflow system utilised
across the Bank's financial crime compliance
investigation and intelligence.

* Operational Resilience
The Bank responded and adapted well from the
COVID-19 pandemic by continuing to implement
a hybrid working model, combining both work
from home and work from office. The Bank
also implemented new technology to support
collaboration in a hybrid working environment.

The Bank continued updating various software
and hardware, to ensure that internal and external
services worked properly and securely.

Human Resources

The Bank remained committed to developing employee
potentials by continuously providing internal or external
training as well as adding insights of the international
world.

The training balanced employees’ soft skills and hard
skills. Training was performed electronically during the
pandemic such as HSBC University and video conference
to maintain the health of employees. The Bank also
cooperated with other digital platforms such as Degreed,
LinkedIn Learning, Fit for Banking, and Coursera to
provide opportunities for employees to learn online.
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Plan and Strategy in 2022

Strategic Business Growth Plans

The Bank will continue to invest in technology
infrastructure and data commercialisation capability
to meet current and future business demand,
including capitalising on onshore Cloud providers,
by implementing an entity-wide data modernisation
programme on Data Analytics.

Digitalisation and Streamlining

The Bank will continue to strive and optimise the use
of technology. System development is performed in an
integrated manner to provide sustainable, fast, efficient
and high quality services to customers and staff, with
skills, technology, and a working environment fit for the
future.

Risk Management

The implementation of disciplined risk management
is the key to protecting the risks that may be faced by
the Bank. The Bank always conducts active controls and
implements the Non-Financial Risk Framework.

The Bank keeps developing technology to improve
system capabilities and risk mitigations. These include
systems to detect and prevent financial crime, regulatory
reporting automation to automate the remaining
manual regulatory reporting, and cybersecurity system
enhancement to protect system integrity and customer
data.

Data on-shoring

In accordance with regulations, the Bank remains
committed to maintaining a Data Center onshore in
Indonesia. The Bank will continue the Card on-shoring
process which is carried out in stages and aimed to be
completed by 2022-2023.

Operational Resilience

The Bank will continue to update software and hardware
to optimise service levels and enhance overall security.

2021 Annual Report

Human Resources

The Bank remains committed to improve staff knowledge
and skills through various training programmes,
through e-learning (internal and external classroom
training), development programme, mentoring talent,
reward, recognition and leveraging the relationship with
the HSBC Group to provide international exposure and
knowledge sharing.

The Bank will continue to embed Agile and DevOps
methodologies for more efficient system development
and implementation.

The Bank continues to apply Hybrid Working to ensure
staff well-being as an opportunity to energise for growth
by providing flexibility for individuals and choice in how
and where they work, suitable to the roles and teams to
work in.

Sustainability

The Bank aims to achieve Net Zero carbon emission in
our operations and supply chain by 2030. The carbon
emissions are generated by our Supply Chain, Energy
Consumption and Travel.

Forthe 2030 ambition, the Bank has defined three strategy
elements: reduce emission from direct operations,
replace consumption with low carbon alternatives, and
remove remaining emission by procuring high quality
offsets.
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RISK

MANAGEMENT

RISK EXPOSURE AND CAPITAL

A. DETERMINING MODEL AND RISK
PROFILE INTERACTIONS

Risk Appetite is the articulation of the level and types of
risks that the Bank is willing to take in order to achieve
its strategic objectives.

Risk Appetite enables senior management to optimally
allocate capital, funding and liquidity to finance strategic
growth within acceptable risk levels, while monitoring
exposure and the cost impacts of managing risks, which
may lead to sub-optimal performance and returns to
shareholders, as well as to regulatory censure and
reputational damage should exposures exceed the
established thresholds.

In addition, the Bank has implemented various risk
measurement parameters, both in measuring its risk
level and other mechanisms accommodated in Risk
Appetite Statement Monitoring.

Risk Appetite Statement is reviewed periodically at least
once a year and approved by the Board of Directors
and the Board of Commissioners. Monitoring of risk
appetite is performed monthly and reported to the
Risk Management Committee as well as periodically
(quarterly) to the Board of Commissioners through
Risk Oversight Committee meeting. Thus, control
and mitigation efforts are part of the Bank’s internal
processes to maintain risk profile at safe level. Risk
Appetite Framework is reviewed periodically to keep
a consistent approach in defining, measuring, and
managing as well as reporting risk appetite and risk
tolerance and outlining roles and responsibilities in
Three Lines of Defence (3LOD).

PT Bank HSBC Indonesia

B. RISK GOVERNANCE STRUCTURE

Active Supervision by the Board of Directors
and Board of Commisioners

In risk management oversight, the Board of Directors
and Commissioners are supported by these committees:

(i) Risk Management Committee (RVIC)

The risk management process is evaluated by
the Risk Management Committee, who reports to
Board of Directors on the activity, is responsible for
the implementation and monitoring of overall risk
management. This committee functions as governing
body for the overall risk management of the Bank with
focus on risk culture, risk appetite, risk profile, and
alignment of risk management approach with Bank’s
strategic objectives.

The committee is chaired by the Risk Management
Director and consists of members of the Board of
Directors as well as executive officers with expertise in
their respective fields, such as Risk Management (SKMR)
and Legal. The Committee has full responsibility for the
establishment and implementation of enterprise-wide
risk management and ensure that all risks of the Bank
are properly managed.

Authority and Responsibilities of RMC

» To get information, discuss, consider, and address
material key risks and enterprise-wide key issues as
well as common themes identified across the Bank;

*  Toperformassessmentand provide recommendation
to the Board of Directors with respect to risk
management which at least covering: a) formulation
of risk management policy, strategy, and guidance
with its amendments, b) enhancement or
improvement of risk management implementation
based on evaluation, c) establish guidelines related
to business decisions which deviate from normal
procedures;
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+ To consider relevant reports and updates pertaining
main issues and key risks of the Bank across all the
three lines of defence, and to give commission to
conduct further review where required;

» To promote and cascade supportive culture in
relation to risk management and controls as well as
to ensure bank’s risk management practices support
the conduct outcomes.

(ii) Integrated Risk Management Committee
In the implementation of a comprehensive Integrated
Risk Management in accordance to the regulations of
POJK No. 17/POJK. 03/2014 on the Implementation
of Integrated Risk Management for Financial
Conglomeration, the Main Entity which in this case
is PT Bank HSBC Indonesia is required to establish an
Integrated Risk Management Committee.

The Integrated Risk Management Committee is
responsible for the monitoring of risk management and
implementation of the risk managementframeworkin the
entity which included in the Financial Conglomeration.

Integrated Risk Management Committee is chaired
by Risk Management Director and consists of
representatives from the Board of Directors who are
appointed as members of the Main Entity, such as
Compliance Director and Finance Director as well as
executive officers with expertise in risk management
(SKMR). Included in the membership are Directors or the
designated representative of the entity included in the
Financial Conglomeration (currently; PT HSBC Sekuritas
Indonesia).

Integrated Risk Management Committee Authority and
Responsibilties:

Establishment of Integrated Risk Management policy;
and Refinement of Integrated Risk Management policy
based on evaluation of the implementation.

(iii) Risk Oversight Committee (ROC)

The Board of Commissioners establishes the Risk
Oversight Committee to ensure that the risk management
framework has provided an adequate mitigation
against all risks faced by the Bank in conducting its
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business. The Risk Oversight Committee also plays a
role in overseeing the development, implementation
of risk management policies, and providing input
on risk management strategies that the Bank should
implement. The Risk Oversight Committee is chaired by
an Independent Commissioner appointed by the Board
of Commissioners and can only act as Chairman of
another committee under the Board of Commissioners.
Committee membership consists of Independent
Commissioners as well as independent parties with
expertise in risk management and independent parties
with expertise in finance.

Authority and Responsibilities of ROC
* To evaluate the conformity between policy on risk
management and implementation of Bank’s policies.
* To monitor and evaluate the performance duties of
risk management committee and risk management
working unit.
» To provide oversight and advice to the BOC on:
1. Risk related matter
2. Risk Appetite
3. Stress Testing
4. Enterprise Risk Management Framework and
Internal Control System
5. Risk Management Director and Risk Management
Function
6. Internal Audit
External Audit
8. Annual Report

N

Other Responsibilities of Risk Oversight Committee

1. Annual Review of Terms of Reference and Committee
Effectiveness
Risk Oversight Committee shall review annually its
terms of reference and its own effectiveness and
recommend to the Board of Commissioners any
necessary changes.

Risk Oversight Committee shall report to the Board
of Commissioners how Risk Oversight Committee
has discharged its responsibilities and will make
recommendations on any action(s) needed to
resolve concerns or make improvements.
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2. Reporting to Board of Commissioners
Risk Oversight Committee will report to Board of
Commissioners on the matters set out in these
terms of reference and will provide additional
oversight as it may reasonably required regarding
the effectiveness of the risk management functions.

3. Overlapping responsibilities

Where there is a perceived overlap of responsibilities
between Risk Oversight Committee and another
committee of the Board of Commissioners, the
respective committee Chairs shall have the discretion
to agree the most appropriate committee to fulfil
any obligation. An obligation under the terms of
reference of any committee will be deemed by Board
of Commissioners to have been fulfilled, provided it
is dealt with by any other committee.

C. RISK MANAGEMENT COMMUNICATION
AND PROCEDURES

Adequacy of Risk Management Policies and
Procedures

Overview on PT Bank HSBC Indonesia (HBID)
Risk Management Policy

Risk management policies and systems are regularly
reviewed to adapt to changes in market conditions,
products and services offered, as well as adhering
to regulator’'s policy. Through various training and
management standards and procedures, the Bank
strives to develop risk management culture. The Bank
also involves all employees so that they understand
and participate in managing risks in accordance to their
responsibilities.

Risk Culture Guiding Principles

The implementation of effective risk management
through an establishment of HBID Risk Culture Guiding
Principle ensures risk measurement, which is then
reported, controlled and mitigated in accordance with
the Bank’s vision, mission and business strategy.

Moreover, HBID Risk Culture Guiding Principle is
established to identify and analyse the existing risks
within the Bank’s operations in order to determine
appropriate risk limits and controls, as well as monitor
risks and compliance within the set limits.

Risk Culture

The Bank defines its risk culture as the collaborative
attitudes, values and norms that shape the organisation
behaviour. The approach in managing risk culture is
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built upon a set of principles about culture and behaviour
change. However, the culture is not static. As new
challenges and opportunities emerge, the culture has to
adapt to help us achieve our strategic outcomes.

The Bank consider risk culture as a way of looking at
how the culture supports our ability to manage risk. A
culture that is effective in managing risk and leads to fair
conduct outcomes is one that supports and encourages
Good Judgement, Speaking Up, and Accountability.

Three Lines of Defence

In order to strengthen Risk Culture, through HBID Risk
Culture Guiding Principle that contain the concept of
‘Three Lines of Defence’ (last updated on 2021), the
Bank put the focus on strengthening proactive risk
management behaviour across the first line of defense
and the second line of defense and become aware of their
responsibility to carry out adequate risk management for
Financial Risks and Non-Financial Risks.

Three lines of defence model includes Business and
Functional units as the First Line of Defence, Risk
Steward units (that establish risk management policy
and performs oversight function on certain risk including
Operational and Resilience Risk Function) as the Second
Line of Defence, and Internal Audit Function as the Third
Line of Defence.

All units in each line are synergised in efforts to
implement proactive risk management, including to
fullfill existing compliance aspects of the working unit
against applicable regulations and policies.

The First Line of Defence are business and function
units that has a responsibility to become risk and control
owner and applies proactive risk management in their
daily activities. This concept was introduced to raise the
awareness of the First Line of Defence about their critical
role in managing operational risks while carrying out the
Bank’s day-to-day activities.

The Second Line of Defence is all function units that
have policies related to risk management and conduct
comprehensive oversight over certain risks. Due to the
nature of the works, some Functions might also perform
proactive risk management, in line with their roles as
the First Line of Defence. Proper segregation of roles set
in Function units to avoid the conflict between roles. In
general, the Second Line of Defence includes Financial
Risk Oversight such as Wholesale and Market Risk, and
Retail Credit Risk units, as well as Non-Financial Risk
Oversight such as Operational and Resilience Risk,
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Compliance, Human Resources, Finance, Legal and other
units. The Second Line of Defence provides input and
questions the First Line of Defence units in managing
their risks, as well as makes sure that risk management is
carried out in accordance with their respective controls.

The Third Line of Defence is Internal Audit Unit
(SKAI), which provides independent assurance to the
management that the First and Second Line of Defence
are executing their roles in managing risks in line with
the Bank’s policy.

Risk Management Working Unit (SKMR)

The Bank also establishes Risk Management Working
Unit (Satuan Kerja Manajemen Risiko/ SKMR) which is a
unit that is independent from operating unit (risk taking
units) and other units that carry out the internal control
function.

SKMR oversees Credit Risk Management, Market
Risk, Liquidity Risk, Operational Risk, Strategic Risk,
Compliance Risk, Legal Risk, Reputational Risk, and
Intra-Group Risk.

To support good corporate governance for the Bank,
SKMR performs risk assessments and analysis to
support the bank’s business strategies. The main
function of this unit is to undertake risk monitoring and
present the results to the Risk Management Committee
and to prepare the Bank risk profile with associated
recommendation to Otoritas Jasa Keuangan. Head of
SKMR reports to the Risk Management Director.

Socialisation of Risk Management

The Bank is continuously socialising risk management
to create risk awareness to all working units and branch
offices. Socialisation activities have been thoroughly
conducted to all employees in the form of e-learning
training and classroom training (where permissible
during the current working arrangement impacted by
the pandemic) in order to increase risk management
competence, such as Risk Management Certification
Programme as well as Risk Management Certification
Maintenance/ Refreshment Programme, as required and
mandatory e-learning training related to risk awareness
such as: Non-Financial Risk, Cyber Security Risk,
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Financial Crime Risk including Anti Money Laundering &
Sanction, Anti Bribery & Corruption, and Compliance &
Reputational Risk.

D. THE SCOPE AND MAIN FEATURES OF
RISK MEASUREMENT SYSTEM.

Adequacy of Risk Identification,
Measurement, Monitoring and Control,
as well as Risk Management Information
System

Risk Identification

The purpose of risk identification is to identify all types
of inherent risks to any functional activity that could
potentially harm the Bank. Things to consider include:
proactively covering all functional activities, combining
and analysing risk information from all available sources,
and analysing risk probability and its consequences.

Risk Measurement

The implementation of risk measurement is aimed at
measuring the Bank's risk profile to obtain an overview
of the effectiveness of risk management implementation.

Several points that are measured include product/activity
sensitivity to changes in influencing factors, individual
risk factors, and aggregate risk exposure by considering
with risk correlation.

Risk Monitoring

Risk monitoring is carried out to ensure risk limits
while at setting and monitoring, have taken into
consideration loss experience, ability of capital to
absorb loss/exposures, and to ensure that positions
that have exceeded prescribed limit receive immediate
attention from the Risk Management Working Unit, Risk
Management Committee, and Board of Directors.

Risk Management Information System

As part of the risk management process, the Bank has a

risk management information system to ensure:

» Risk exposure exact measurement.

* Adherence of risk management implementation to
policies.

* Availability of risk management implementation
realisation compared to target that has been set by
the Bank.
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Comprehensive Internal Control system

The process of implementing effective Risk Management
must be equipped with a reliable internal control system.
The effective implementation of the internal control
system shall help the Bank’s management to safeguard
the Bank’s assets, ensure the availability of credible
financial and managerial reporting, improve the Bank's
compliance with statutory provisions and regulations,
and reduce the risk of loss, deviation and violation of
prudential aspects.

The implementation of a reliable and effective Bank
internal control system is the responsibility of all
operational work units (risk-taking unit) and supporting
work units as well as the Internal Audit Unit. The
implementation of the internal control system must at
least be able to timely detect weaknesses and deviations
that occur.

E. RISK INFORMATION REPORTING
PROCESS

Risk Information submitted to Board of Directors and
Commissioner is Enterprise Risk Report which consists
of:

» Risk Appetite Statement Report,

* Risk Map Report, and

» Top and Emerging Risks Report

which submitted to Risk Management Committee on
monthly basis and to Risk Oversight Committee on
quarterly basis.

F. STRESS TESTING

Bank regularly conduct stress tests to assess the
resilience of our balance sheet and our capital adequacy,
as well as to provide actionable insights into how key
elements of our portfolios may behave during crises.
Stress testing scenarios can be in the form of changes
in macroeconomic conditions or sensitivity analysis
towards specific factors (idiosyncratic). The Bank
uses the outcome to calibrate risk appetite and review
the robustness of strategic and financial plans, and
help improve the quality of management’'s decision
making. Stress testing analysis assists management in
understanding the nature and existing vulnerabilities to
which the Bank is exposed. Known risks based on the
results from stress tests also prompted the creation of
recovery plans to increase the Bank’s financial stability
under various scenarios.
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G. RISK MANAGEMENT STRATEGY AND
PROCESS

Certain strategy and process to manage, hedge and
mitigate risks that emerge from the Bank's business
model are used strategically in portfolio management
activities. And, while concentration on single name can
happen in portolios managed by Global Banking and
Commercial Banking, only Markets needs market and
credit risk mitigation at the portfolio level. Risk limits
and their utilisations, maturity profiles and risk quality
are monitored and managed proactively by Markets.
This process is key to the setting of risk appetite for
large and more complex customers. While the principal
form of risk management continues to be at the point
of exposure origination, through the decision-making
process for lending, hedging activity is carried out within
the agreed credit parameters, and is subjected to market
risk limits and a strong governance structure.

RISK MANAGEMENT PRACTICE

Management of Eight Primary Risk Types
Risk Management Unit has identified eight key risks
faced by the Bank: credit risk, market risk, liquidity risk,
operational risk, legal risk, reputational risk, strategic
risk, and compliance risk.

Below are the eight risk types faced by the Bank and its
monitoring and management processes:

(i) Credit Risk

Credit Risk is a risk arising from the failure of borrowers
or counterparties in fulfilling their obligations to the
Bank. In managing credit risk, the Bank implements
policies and guidances for the respective business
segment, both for retail and corporations.

Credit risk is one of the main risks in the implementation
of risk management. Credit risk management is to be
performed by all units involved in the credit process,
starting from Business, Operation, up to the Senior
Management levels through the Credit Committee and
Risk Management Committee forums.

Organisation of Credit Risk Management
Identification of credit risk has done by Business,
Wholesale Credit Approval and Wholesale Credit Risk.
Bank has established operating framework of Wholesale
Credit Risk which has been aligned with relevant
regulations about governance of credit risk management
i.e., identification, measurement, monitoring and
management.
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Credit Risk Management Policy

a. Oversight

Oversight of all loan portfolios is carried out on a regular
basis, including meetings of the Risk Management
Committee led by the Risk Management Director, as
well as other board committees as part of the Bank's risk
management process.

As part of continuous management process, Bank has
conducted Portfolio Oversight Council (POC) which will
help the Bank to monitor credit portfolio at Wholesale
Banking segment which can be used by the Bank as a
basis to determine comprehensive credit risk mitigation
policy.

In carrying out a more detailed supervision, the Bank has
Wholesale Credit Risk Forum, which will help the Bank
in conducting oversight of sound lending activity that
adhere with applicable policies and procedures.

b. Adequacy of Policies, Procedures, and Limit

Credit policy is prepared by an independent unit to
ensure that existing policies are supportive of the
ongoing credit process at the Bank. In particular, each
working unit also has a role to ensure the availability of
procedures to confirm credit process standardisation
and the availability of technical procedures to facilitate
the working process of each working unit involved in the
credit process.

The credit policy serves as the guideline used in the
credit process prepared by the credit policy unit, and the
policy is constantly reviewed and updated on a regular
basis.

One of the credit policies applied and required by
business units is related to the annual review process.
Business units are required to undertake annual review of
debtors in a disciplined manner at least once a year. With
the annual review, business units are able to monitor and
ensure that the borrowers’ business operates as normal.
In addition, any change in business conditions can be
anticipated to mitigate the deterioration of credit quality.
In addition to the establishment of policies and
procedures, the Bank also sets limits in credit process in
accordance with the Bank’s risk appetite. The limits set
are, among others, related to the credit approval limit
authority, single group lending limit (in accordance with
the regulatory Legal Lending Limit - LLL), and industry
Sectors Limits and so on.
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c. Adequacy of Credit Risk Identification Process

The Bank can identify potential problem accounts with
early warning signs on the deterioration in the financial
health of the debtors. Early warning signs may be
detected through Bank systems; customer behavior,
business activities, and interaction with the Bank, and
external information (such as rating agencies, news and
media).

Business units have main responsibility to accurately
identify high-risk debtors and place their names on the
watchlist, in accordance with applicable credit policies.
Those who grant credit approval and the Wholesale
Credit Risk unit have crucial role in conducting review
and questioning the watchlist process. They can also
give suggestions to include (or remove) debtors from
the watchlist or reassess that watchlist status to align
with changes in risk profile. It is to ensure that debtors
in the watchlist, who need corrective action, credit rating
adjustment, and/or a decrease in collectability, are listed
under Special Mention and that the process is done
accordingly based on the appropriate watchlist status,
and whenever it is deemed appropriate for these debtors
to be transferred to Loan Management Unit for recovery
actions.

Watchlist is a risk management tool that identifies items
for management attention, debtors’ relationships with
various levels of severity for review and is additional to
the normal process of credit approval.

d. Adequacy of Process Measurement, Monitoring, and
Risk Control

Risk measurement is conducted periodically through the
preparation of the Bank’s annual plan commencing with
the establishment of the “Risk Appetite Statement” as a
risk appetite and risk tolerance corridors acceptable to
the Bank for the current year. Risk Appetite Statement
proposal is submitted for recommendation to the Risk
Management Committee annually prior to Board of
Commisioner approval.

Key indicators such as the ratios related to revenue,
profitability, capital, portfolio quality, liquidity, NPLs,
and other Bank categories are monitored regularly in
the Risk Management Committee meeting and Portfolio
Oversight Council meeting.

PT Bank HSBC Indonesia

91



92

Key Highlights
2021

Management Report

Company Profile Management Discussion
and Analysis

V'S

Risk performance is measured and evaluated each month
by comparing the actual risk conditions with the Risk
Appetite Statement, allowing for earlier detection and
determination of necessary mitigation steps. Preventive
and corrective measures are discussed in the committee
including progress that has been achieved.

The Bank has systems and procedures to monitor
the extent of risk exposure, risk tolerance, internal
limit compliance, and stress testing results as well as
consistency of implementation with established appetite,
policies, and procedures.

One aspect that is reviewed periodically and approved
by the Board of Directors is the determination of sector/
industry appetite which provides guideline for credit
portfolio development.

Periodic portfolio stress test is conducted to respond to
the impact of direct and indirect ongoing external factors
that could have negative impact to credit portfolio. The
result of this exercise is presented to business units to
take anticipatory measures.

The Bank has conducted stress testing to measure
financial condition and management ability of the Bank
to continue operating effectively in extreme economic
conditions.

Credit Concentration Management Policy

Risks of credit concentration arise when a number of
customers are involved in the same or similar business
activity or conduct business in the same geographical
area, or when customers have similar characteristics
which impact on their collective ability to fulfill similar
contractual obligations affected by changes in economic
or other conditions.

The creditapproval authority for customersis determined
based on the amount of exposure per business group.
Thus, the likelihood of credit concentrations exceeding
the limits of one group of borrowers can be avoided.

The Bank also adheres to meet the Legal Lending Limit
(LLL) in accordance with the OJK regulations.

In addition, Bank has established limit industry cap for
certain industry which deemed as high risk industry.
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Policy, Procedure, and Appraisal proses and Collateral
Management

Bank has sufficient policy and procedure related with
appraisal process and collateral management. This
policy has regulary updated in order to inline with POJK.
In addition, for every credit proposal then Bank has
conducted re-appraisal for all collateral which accepteb
by the Bank in order to make sure for all collateral has
appropriated with existing policy and procedure.

Information regarding the Bank's policy for accepted
collateral are stipulated in the Bank’s procedure, which
is the Wholesale Credit Market Risk Guideline.

Policy on the use of ratings in calculating RWA for Credit
Risk

HSBC measures credit risk using the standard method
in accordance with OJK Circular No. 24/SEOJK.03/2021
regarding ‘Perhitungan Aset Tertimbang Menurut Risiko
Untuk Risiko Kredit Dengan Menggunakan Pendekatan
Standar Bagi Bank Umum’ (Risk Weighted Assets
Calculation for Credit Risk with Standard Approach for
Commercial Bank) which requires that all banks have
to calculate Risk Weighted Assets (RWA) for credit risk
using the Standard Approach. For internal purposes, the
Bank uses a measurement based on an internal rating
which is used as a tool in the credit decision making
process.

The use of ratings in the calculation of the ATMR for
credit risk, only used for types of claims from public
sector entities, banks and corporations.

Matured Claims and Impaired Claims

Claims that are due are all receivables that are past due
for more than 90 days, either for principal payments
and / or interest payments. Meanwhile, receivables with
impairments are financial assets that have significant
individual value and there is objective evidence that
individual impairment occurs after the initial recognition
of the financial assets.

Establishment of Individual and Collective Allowances
for Impairment Losses

The Bank has implemented the formation of individual
and collective allowances for impairment lossess in
accordance with PSAK 71, the Bank has developed risk
parameter modeling such as PD (Probability of Default),
LGD (Loss Given Default) and EAD (Exposure at Default)
which are used as components in calculating expected
credit losses or allowances for impairment losses
(CKPN).
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PSAK 71 requires Banks to classify Financial Assets into
three stages of impairment (stage 1, stage 2 and stage
3) by determining whether there is a significant increase
in credit risk.

The Bank measures the allowance for losses in the
amount of 12 months expected credit losses for financial
assets with low credit risk at the reporting date (stage
1) and lifetime credit losses for financial assets with a
Significant Increase in Credit Risk (SICR) (stage 2) and
financial assets which experience deterioration in credit
and default, followed by history of late payment (stage
3).

In calculating CKPN, the
macroeconomic scenarios, which are determined
by projecting several macroeconomic variables. In
addition, the Bank also determines the weighting for
the possibility of such a macroeconomic scenario.
Various macroeconomic variables (MEV) are used in
the modeling of PSAK 71 depending on the results of
statistical analysis and suitability of MEV with historical
data modeling impairment. Calculation of expected
credit losses and the projections of macroeconomic
variables are reviewed by the Bank on a regular basis.

Bank applies several

The Methods used to apply defined operating limits to
internal capital for counterparty credit exposures and
Counterparty (CCP) exposures.

The Bank participates in transactions that could make the
Bank exposed to counterparty credit risk. Counterparty
credit risk is the risk of financial loss if the counterparty
to a transaction fails to make payments before
completing the transaction satisfactorily. This especially
could happen from over-the-counter (‘OTC’) derivatives
and securities financing transactions, and is calculated
in both the trading and non-trading books. Value of
the transactions are varied based on market factors,
such as interest rate, exchange rate, or asset price. The
counterparty risk from derivative transactions is taken
into account when reporting the fair value of derivative
positions. The adjustment to the fair value is known as
the Credit Valuation Adjustment (‘CVA).

Policies related to guarantee and risk mitigation and
assessment related to counterparty risk, including
exposures toward CCP

The Bank manages the counterparty exposure on our
OTC derivative contracts by using collateral agreements
with counterparties. Currently, Bank does not actively
manage Bank’s general OTC derivative counterparty
exposure in the credit markets, although Bank may
manage individual exposures in certain circumstances.
Bank place strict policy restrictions on collateral types
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and as a consequence the types of collateral received
and pledged are, by value, highly liquid and of a strong
quality, being predominantly cash. Where a collateral
type is required to be approved outside the collateral
policy, approval is required from a committee of senior
representatives from markets, legal and risk.

Policies related to wrong way risk exposure
Wrong-way risk is an adverse correlation between the
counterparty’s probability of default and the mark-to-
market value of the underlying transaction. The risk can
either be general, perhaps related to the currency of the
issuer country, or specific to the transaction concerned.
When there is significant wrong-waly risk, a trade specific
approach is applied to reflect this risk in the valuation.

(ii) Market Risk

Market risk emerges from movement in market risk
factors, such as foreign exchange rates, interest rates,
and credit spreads, which will reduce the Bank’s income
and portfolio values. Market risk arises on financial
instruments that are measured at fair value and at
amortised cost.

The objective of market risk management is to manage
and control market risk exposures to achieve an optimal
return while maintaining risk level at an acceptable level.
Market Risk is managed by a working unit that
independent from business and part of the Bank’s risk
management work unit, which has the responsibility to
measure, monitor and report market risk exposures on
a daily basis.

The Bank categorises market risk exposures between
tradable portolios (trading) and non-tradable banking
portfolios (accrual). Tradable portfolio includes positions
arising from market formation, position-taking, and
others set at market value. Non-tradable Banking
portfolios include positions arising mainly from interest
rate management on interest-bearing assets and
liabilities, and assets classified as available for sale.

In managing market risk, the Bank divides it into interest
rate risk and currency exchange rate risk. Interest rate
risk in trading book is the risk caused by the movement
of market interest rate, which could affect sensitive
financial instruments, such as bonds and interest rate
derivative on the Bank’s trading portfolios. Meanwhile,
interest rate risk in banking book generally arises from
the Bank’s balance sheet position on holding of assets
and liabilities - actual or notional - with different maturity
dates or re-pricing dates, creating exposure to changes
in the level of interest rates. An over-lending position —
where assets are priced at a slower rate than liabilities
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— will be profitable if interest rates fall and create a loss
if interest rates rise. The risk of currency exchange rate
arises from fluctuations in foreign currency exchange
that affected the Bank’s open position on trading and
banking portfolios.

To implement Risk Management, the Bank uses a range
of tools to monitor and limit market risk exposures. These
include position limit, sensitivity analysis, Value at Risk
(VaR) and stress testing. Sensitivity analysis measures
the impact of individual movement of market factor on
specific instruments or portfolios. The Bank uses this
sensitivity measures to monitor market risk positions
in each type of risk. VaR is a technique for estimating
potential losses on risk positions as a result of movement
in market rates and prices over a specified time horizon
and at a certain level of confidence. The Bank periodically
conduct the accuracy test of VaR model by back-testing
the VaR metric against both actual and hypothetical
profit and loss. In addition, the Bank also conducts
stress testing to evaluate the impact of potential loss
on portfolio values in more extreme scenarios where
the losses can be much greater than those predicted
by VaR. For the purposes of calculating the Market Risk
associated with the calculation of the Minimum Capital
Adequancy Requirement (KPMM), the Bank refers to the
applicable provisions that are stipulated by the Financial
Services Authority (OJK).

Market Risk Limit is managed and controlled through
market risk limits approved by Board of Directors with
recommendation from the Risk Management Committee.

(i) Liquidity Risk

Liquidity risk is the risk that the Bank does not have
sufficient financial resources to meet its obligations as
they fall due, or will have to do so at an excessive cost,
where the risk arises from mismatches in the timing
of cash flows. To manage its liquidity, in addition to
maintaining primary Minimum Reserve Requirement
(GWM) and Macroprudential Liquidity Buffer (PLM), the
Bank also conducts daily monitoring on the Liquidity
Coverage Ratio (LCR) report and Net Stable Funding
Ratio (NSFR). The Bank also periodically conducts stress
testing on liquidity conditions using the assumption
of scenarios that may occur in the Indonesian banking
system.

The main objective of the implementation of Liquidity

Risk Management is to ensure adequate daily funding,
both during normal conditions and to withstand under
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severe liquidity stresses. The liquidity framework is
designed to be adaptable to changing business models,
markets and regulations. The Bank maintains various
sources of funding available and diversified funding
base of core retail and corporate customer deposits as
well as ensuring the availability of highly liquid assets
portfolios.

Risk management applied by the Bank is as follows:

1. Daily monitoring of the Liquidity Coverage Ratio
(LCR) and Net Stable Funding Ratio (NSFR), which
includes daily monitoring of the Bank's liquid assets
and daily cash out- and in-flows.

2. The Bank establishing the Macroprudential Liquidity
Buffer (PLM) to maintain liquidity position of the
Bank, including by placing excess funds into more
liquid financial instruments.

3. Establishing a Cash Holding limit policy on Bank
branch offices.

4. Implementing the Asset Liabilities Committee
(ALCO) function to regulate interest rate in
increasing/reducing certain sources of funds related
to maturity mismatch, to ensure compliance with
local regulatory requirements and to establish
liquidity and funding risk tolerance which is set out
in the Risk Appetite Statement (RAS).

5. Implementing Contingency Funding Plan (CFP)
and its mechanism, including by establishing crisis
response teams to anticipate liquidity crises, consist
of high-level responsibilities and actions that could
be applied during liquidity stress scenarios and set
out specific stages during a liquidity stress scenario.

In the liquidity risk management process, the Bank has
used measurement parameter in accordance with Basel
lll standards, with signs that have been implemented so
far made the Bank’s liquidity position always maintained
in a safe position.

In managing liquidity risk, the Bank has established a
work unit that is independent from business and part
of risk management working unit in the Bank. The
Board of Commissioners and the Board of Directors are
actively participating in monitoring and ensuring proper
implementation of risk management through several
comitteees like Asset and Liability Committee (ALCO),
Risk Management Committeee and Risk Oversight
Committee. The changes in liquidity risk management,
including the changes in key ratio limits are subject to
regular review and will be discussed in ALCO meeting.
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In addition to liquidity risk management function, the
Bank also has internal risk control function for liquidity
risks, which is conducted by Internal Audit Work Unit,
to ensure that the Bank has implemeted liquidity
risk management that is in line with the regulator’s
provisions.

(iv) Operational Risk

Operational Risk is a risk that could occur due to
inadequate and/or ineffective internal processes,
deliberate  human error or negligence, failure of
information technology systems and external factors
such as fraud and other illegal acts.

Bank has SKMR unit which coordinate with related
units to ensure the implementation of risk management
in accordance with the implementation standards as
stipulated by Otoritas Jasa Keuangan. The related units
are Subject Matter Expert (SME) for each risk profile
which has to be analised to ensure Operational Risk
Management implementation. SKMR also provides input
on Risk Self Assessment for operational risk analysis for
new activities and products.

Bank has set up Risk Appetite Statement as a standard
reference and manage the operational risk profile of
the Bank within risk appetite. Therefore, the Bank uses
a comprehensive system consisting of Risk Control
Assessment, Key Risk Indicator, Loss Event Database and
Issue and Action Management in managing operational
risks.

Implementation of risk management will be assisted by
additional function that is developed by management,
namely the function of CCO (Chief Control Officer),
is expected to perform inherent monitoring on risk
management in each unit, bridging First Line of Defense
and Second Line of Defense. Management is expected
to be more aware of its responsibility in managing risk
with this concept.

Several methods or supporting tools for operational risk
management were introduced to each unit to manage
risks in their respective areas.

Some of the methods include self assessment of risk
and control, implementation of risk-based control
assessment that is conducted by CCO, implementation
of Key Indicators to improve control monitoring process,
identification of existing risk or problems followed
by monitoring on the agreed corrective action, and
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management of operational risk incidents that occurred.
It is expected that the Bank will continue developing
the concept in order to improve a sustainable risk
management.

(v) Legal Risk

Legal Risk is the risk due to lawsuits and/or weakness
of juridical aspect which can arise from, among others,
the weakness of juridical aspect caused by the weakness
of engagement done by the Bank, the absence and/or
amendment of law and regulation causing a transaction
which has been done by Bank become not in accordance
with the provisions, and litigation process whether
arising from a third-party lawsuit against the Bank or
the Bank against a third party. To handle this risk, the
Bank Legal Division, among other things, continuously
performs legal aspect analysis procedures for new
products and/or activities, and also reviews the contracts
and agreements between the Bank and other parties.

The legal risk management organisation undertaken by

the Bank is by having a work unit, the Legal division,

which functions as a legal watch. Broadly speaking, the

Bank’s Legal division has the following responsibilities:

*  Providing advice and legal opinions to the Board
of Directors and/or other units in the Bank on
matters pertaining to business, operating strategies,
initiatives and legal issues.

*  Providing advice and legal opinion to senior
management members in establishing systems and
procedures for controlling legal risks.

The Legal Division has several mechanisms in legal risk

control, including but not limited to:

1. Have a written legal policy.

2. Carry out legal aspects analysis of new or ongoing
business activities or products, if necessary.

3. Assess the impact of changes in terms and
regulations on legal risks.

4. Review of standard documents of contracts,
contracts and other legal documents of the Bank
with other parties in respect of the effectiveness of
legal risk mitigation that may be incurred by such
documents.

5. Monitor ongoing court cases.

6. Have an external legal counsel panel for corporate
law and litigation that assists the Bank for legal risk
control. There are currently 14 external legal counsel
in the Bank’s panel.
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(vi) Reputational Risk

Reputational Risk is the risk associated with a negative
perception of the bank’s policies, procedures or issues
that may damage the trust and confidence of the Bank’s
stakeholders.

Reputational risk in  being coordinated by
Communications department as the risk steward. To
address this risk both internally and externally, the
Communications department work hand-in-hand with
Complaint Handling department, both for corporate and
retail customers, as well as HR.

The continuously monitored perception-shaping factors

include:

a. The impact of the bank owners’ and related
companies’ reputation.

b. Breach of business ethics.

Complexity of products and bank co-operations.

d. Frequency, materiality and scale of exposure of
negative news of the bank.

e. Frequency and severity of customer complaints.

I

The Bank uses several sources of information to identify
and measure the impact of Reputational Risk, including
externally: mass media coverage, the Bank’s website,
social media analysis; customer complaints, and
internally through the Exchange of information activities
and the Snapshot Survey.

The functions that are collaborating to monitor and
manage Reputational Risk include: Communication,
Complaint Handling, Marketing and HR. All of these units
communicate with the relevant stakeholders, which
include: the public, customers, creditors, associations
and employees.

The Communication department has the authority to
provide opinions regarding features, programmes and
products before they are launched, as well as regarding
customer complaints. Communication also works with
Marketing to monitor conversations on social media, as
well as with external parties to monitor news coverage
in the media every day. The result will be taken into a
periodic review of the communication strategy to create
positive perceptions in the community.

The customer complaint reporting mechanism, which is
also related with the reputation risk, is governed in the
Complaint Handling Guidelines document and recorded
by the Complaints Handling department through
the Complaint Management System (CMS) system
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with automatic mechanism of escalation to the BoD
(Senior Management) for handling process monitoring.
Complaints that are recorded will be discussed regularly
every month in the Complaint Handling meeting forum.

Internally, HR continues to disseminate information to all
employees to ensure understanding of risk management,
including the Conduct, which can cause reputation risk.
Furthermore, to monitor employees’ awareness for
reputation risk, HR also conducts a Snapshot Survey
twice a year as well as an exchange of information
activities which are conducted regularly in each line of
businesses.

Written policies and procedures that meet the
principles of transparency and the customer service
quality improvements as well as those pertaining
other stakeholders are made by the respective work
units. Specifically for the Communications unit,
there are written policies and procedures related to
communication operational standards, regarding
Communication Instruction Guide.

In managing crises, the Bank has a dedicated reputation
management protocol to quickly anticipate an
increased level of Reputational Risk in times of a crisis.
The assessment of these factors includes (a) Crisis
Management Structure, and (b) Crisis Management
Procedures / Manual, embedded in the Communication
Instruction Guide.

In addition, the protocol also includes an early warning
mechanism to alert the management so that the bank
can deliver the necessary responses and mitigation steps

(vii) Strategic Risk

Strategic Risk is the risk caused by dramatic changes in
the external and internal environment which cannot be
accommodated or anticipated by the Bank using existing
strategies and policies. Risk Management Committee
and Risk Management Units are developed to address
these risks and ensure it is being controlled according
to the Banks policy, guidelines and Regulations and
to monitor the initiatives that have been agreed in the
Bank'’s strategy plan.

The Bank has established guidelines to implement its
strategy. To ensure the risk identification process and
respond to any external or internal changing factors in
the business. The Governing Policy is formulated in the
Banks Business Plan 2022-2024 and Bank’s Corporate
Plan 2021-2025 as a guideline for the bank’s short,
medium and long term (5-years) growth.
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Measurement mechanism and Strategic Control are

conducted as such:

* Implementing supervision on the achievement of
work plan on a regular basis.

* Evaluating interim results achieved, along with
factors preventing the Bank to meet targets and risk
mitigation.

* Revising initial work plan, if required, to achieve
targets.

(viii) Compliance Risk

Compliance risk is the risk that arise where the Bank
does not comply with the applicable provisions, laws
and prevailing banking regulations.

HBID manage its compliance risk by establishing a work
unit, namely the Compliance Unit, which functions as
second line of defence and acts both as control owner
and risk steward.

HBID has Risk Oversight Committee in Board of
Commissioners level which runs in quarterly basis and
Risk Management Committee in Board of Directors level
which runs on a monthly basis. Compliance Director is a
permanent member in both of the Committees.

HBID is also responsible to ensure the implementation
of the compliance culture in the Bank as well as ensuring
that the Bank’s activities including policy and procedure
establishment are in accordance with the provisions
of applicable laws and/or regulations under relevant
regulatory authorities. Compliance Unit monitor and
provide the regulations from Otoritas Jasa Keuangan,
Bank Indonesia and other supervisory authorities that
have been issued and related to operational activities in
HBID to senior management and respective units.
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In order to supervise and maintain the compliance of the
Bank’s business activities with applicable provisions, the
Compliance Unit conducts the following steps:

a) Consistently assess the implementation of the
principles of prudence in providing loans to Large
Debtors and related parties by utilising Compliance
Checklist in order to prevent violations of the
regulations of Legal Lending Limit (LLL), the Bank’s
Credit Policy, the Bank’s Asset Quality Assessment,
the Restriction on Credit to Foreign Parties, and
other provisions.

b) Compliance Unit sits in the Board of Directors
meeting, Board of Commissioners meeting, Audit
Committee meeting, Risk Monitoring Committee
meeting, Assets and Liabilities Committee (ALCO)
meeting, Risk Management Committee meeting, and
Information Technology, Operational, and Services
Steering Committee meeting.

c) Assessmenton Compliance Riskin each Businessand
Functions as per the operational risk management
framework and control in HBID, including the
assessment on inherent risk, implementation
of control and residual risk which is performed
regularly and in continuous basis.

d) Compliance Unit consisting of WPB Advisory, WSB
Advisory, Financial Crime, and Conduct Compliance
are all actively performing dissemination and
ensuring a proper Conduct implementation in HBID,
to apply the fair customer aspect as a culture that
HBID is adhere to.

Compliance Unit ensures the Bank’s compliance with the
commitment towards Financial Services Authority, Bank
Indonesia, and other supervisory authorities, including
the follow-up of audit findings and monitors the follow-
up of the fulfillment of these commitments.
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INFORMATION DISCLOSURES OF RISK EXPOSURES AND CAPITAL

1. General - Key Metrics

| No | pescription |

Available Capital (amounts)
1 Common Equity (CET1)

Primary Capital (Tier 1)
3 Total Capital
Risk Weighted Asset (amounts)
4 Total Risk Weighted Asset (RWA)
Risk Based Capital Ratio in percentage compare to RWA
CET 1 Ratio (%)
Tier 1 Ratio (%)
7 | Total Capital Ratio (%)
Additional CET1 buffer requirements as a percentage of RWA

8 | Capital conservation buffer requirement (2.5% from RWA) (%)

9 Countercyclical Buffer requirement (0 - 2.5% from RWA) (%)
10 | Bank G-SIB and/or D-SIB additional requirements (%)

11 | Total Bank CET1 specific buffer requirements (%) (row 8+row 9+row 10)

12 | CET1 available after meeting the bank's minimum capital requirements (%)

Basel lll leverage ratio

13 | Total Basel lll leverage ratio exposure measure

14 | Basel lll leverage ratio (%) (including the impact of any applicable temporary exemption of central bank reserves)

14b | Basel lll leverage ratio (%) (excluding the impact of any applicable temporary exemption of central bank reserves)

14c | Basel lll leverage ratio (%) (including the impact of any applicable temporary exemption of central bank reserves)
incorporating mean values for SFT assets

14d | Basel lll leverage ratio (%) (excluding the impact of any applicable temporary exemption of central bank reserves)
incorporating mean values for SFT assets

Liquidity Coverage Ratio (LCR)
15 | Total high-quality liquid assets (HQLA)

16 | Total net cash outflow

17 | LCR ratio (%)

Net Stable Funding Ratio (NSFR)
18 | Total available stable funding

19 | Total required stable funding
20  NSFR (%)

Qualitative Analysis

The Bank’s common equity Tier 1, Tier 1 and total capital, as well as the liquidity and funding position for the last five
quarters are above the minimum compliance ratio required.
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(in billion Rupiah, unless otherwise specified)

N ) ) ) S ] Ry

19,802,435 19,577,135 18,916,833 19,313,136 18,910,895
19,802,435 19,577,135 18,916,833 19,313,136 18,910,895
21,583,533 21,327,075 20,725,852 21,149,190 20,764,533
71,769,966 73,986,042 74,103,242 74,453,196 77,755,638
27.59% 26.46% 25.53% 25.94% 24.32%
27.59% 26.46% 25.53% 25.94% 24.32%
30.07% 28.83% 27.97% 28.41% 26.70%
2.50% 2.50% 2.50% 2.50% 2.50%
0.00% 0.00% 0.00% 0.00% 0.00%
1.00% 1.00% 1.00% 1.00% 1.00%
3.50% 3.50% 3.50% 3.50% 3.50%
21.07% 19.83% 18.97% 19.41% 17.70%
140,991,264 140,138,016 134,951,076 139,078,491 129,428,490
14.05% 13.97% 14.02% 13.89% 14.61%
14.05% 13.97% 14.02% 13.89% 14.61%
14.14% 13.91% 13.33% 14.32% 14.69%
14.14% 13.91% 13.33% 14.32% 14.69%
58,489,603 56,767,717 48,770,905 41,551,153 36,997,022
20,515,712 19,571,256 11,063,834 6,475,627 5,870,205
285.10% 290.06% 440.81% 641.65% 630.25%
74,885,511 76,192,805 73,291,183 68,164,839 67,287,019
34,785,977 38,029,650 36,846,732 38,603,198 40,806,923
215.27% 200.35% 198.91% 176.58% 164.89%
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2. General - Difference between Consolidated Scope and Mapping in the Financial Statement in accordance
with Financial Accounting Standards by Risk Categories in accordance with OJK Regulation for Risk Categories

Carrying value as The carrying value

Description stated in the published is based on the
financial statements | precautionary principle

Assets

Cash 429,856 429,856
Placement with Bank Indonesia 27,552,619 27,552,619
Placement with other banks 3,621,371 3,621,371
Spot and derivative/forward receivables 202,641 202,641
Investment securities 25,502,577 25,502,577
Securities sold under repurchase agreement (repo) - -
Securities purchased with agreement to resell (reverse repo) 10,060,292 10,060,292
Acceptance receivables 2,602,208 2,602,208
Loans to customers 54,515,823 54,515,823

Sharia financing . R

Equity investment - -

Other financial assets - -

Impairment on financial assets -/- (3,209,349) (3,209,349)
Intangible asset 315,387 315,387
Accumulated amortisation on intangible assets -/- (271,166) (271,166)
Properties and equipment 2,045,185 2,045,185
Accumulated depreciation on properties and equipment -/- (1,211,731) (1,211,731)

Non productive asset

a. Abandoned property - R
b. Foreclosed assets 138,434 138,434
c. Suspense accounts - -

d. Interbranch assets - -

Other assets 2,167,649 2,167,649
Total assets 124,461,796 124,461,796
Liabilities

Current account 45,584,475 45,584,475
Savings account 15,945,787 15,945,787
Time deposit 23,876,516 23,876,516

Electronic money - -

Liabilities to Bank Indonesia - -

Deposits from other banks 5,940,073 5,-940,073
Spot and derivative/forward liabilities 188,060 188,060
Liabilities on securities sold under repurchase agreement (repo) - -
Acceptance liabilities 2,602,208 2,602,208
Issued securities - -
Loans received 7,268,775 7,268,775
Margin deposit 406,970 406,970
Interbranch liabilities - -
Other liabilities 2,508,261 2,508,261
Minority interest - -
Total liabilities 104,321,125 104,321,125
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Subject to credit risk
framework

The carrying amount of each risk

Subject to counterparty
credit risk

Subject to the
Securitisation
Framework

Subject to the Market
Risk Framework

(in million Rupiah)

Not subject to capital
requirements or subject
to deduction from
capital

429,856 - 195,615 -

27,552,619 - 9,050,338 -

3,621,371 - 3,662,485 -

- 202,641 - -

25,502,577 - 506,583 -

10,060,292 - - -
2,602,208 - 1,769,571
54,515,823 - 19,378,266

(3,209,349) - (1,604,923) -

315,387 - - 315,387

(271,166) - - (271,166)

2,045,185 - - -

(1,211,731) - - -

138,434 - - -

1,958,227 - 51,467 212,799

124,049,733 202,641 32,909,402 257,020

- - 12,122,804 45,584,475

- - 8,499,083 15,945,787

- - 3,504,347 23,876,516

- - 34,723 5,940,073

- - - 188,060

- - 1,769,571 2,602,208

- - 7,268,776 7,268,775

- - - 406,970

- - 475,547 2,508,261

- - 33,674,851 104,321,125
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3. General - Differences between carrying value in accordance with
Indonesian Financial Accounting Standards with exposure value in accordance with Financial Services Authority

(in million Rupiah)

Items subject to:

Description Count .
Total Credit risk Securitisation ounterparty  njarket risk
credit risk
framework framework re—— framework
1 Asset carrying value amount under 124,461,796 124,049,733 - 202,641 32,909,402

scope of regulatory consolidation (as
per template LI1)

2 Liabilities carrying value amount under 104,321,125 - - - 33,674,851
regulatory scope of consolidation (as
per template LI1)

3 Total net amount under regulatory 20,140,671 124,049,733 - 202,641 (765,449)
scope of consolidation
4 Off-balance sheet amounts 88,530,172 7,831,160 - - 1,114,391

Difference in valuation - - - - -

Difference due to different netting - - - . -
rules, other than those already
included in row 2

7 Differences due to consideration of 194,042 194,042 - - -
provisions

8 Difference due to prudential filters 863,354 - - 863,354 -
Exposure amounts considered for 109,728,239 132,074,935 - 1,065,995 348,942

regulatory purposes

Qualitative Analysis

The difference between the carrying amount based on the Financial Publication Report and the credit risk framework is in terms
of the provision as a net value of the carrying value/outstanding, where based on the Financial Publication Report the carrying
amount/outstanding is after deducting the total Allowance for Impairment Losses (CKPN) stage 1, 2, and 3, while according

to the credit risk framework, it is recorded/outstanding value after deducting fees/CKPN stages 2 and 3 only. For counterparty
credit risk, the difference between the carrying amount based on the Financial Publication Report and the credit risk framework
is in terms of potential future exposure and credit valuation adjustment. The carrying amount based on the Published Financial
Statements is the replacement cost. As for the credit risk framework, apart from replacement cost, potential future exposure is
also taken into account.
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4. General - Explanations of Differences between Exposure Amounts in accordance with Financial Accounting

Standards and OJK Regulations (LIA)

Bank HSBC Indonesia does not have insurance
subsidiaries, so that no difference between carrying
values under scope of regulatory principle and carrying

value as reported in Published Financial Statements.

Difference between the carrying value as stated in the
Published Financial Statements and the carrying value
subject to regulation

The difference between the carrying value as stated in
the Published Financial Statements and the carrying
value subject to credit risk framework is in term of
provision used as net off of carrying value/outstanding,
where in the published financial statement, the carrying
value/outstanding is net off with total provision/total
Expected Credit Loss (ECL) stage 1, 2, and 3, while as per
credit risk framework, carrying value/outstanding is net
off with provision/ ECL stage 2 and 3 only.

For counterparty credit risk, the carrying value as
stated in the Published Financial Statements differs
from the exposure considered for regulatory purpose.
The carrying value as stated in the Published Financial
Statements represents replacement cost, while the
carrying value subject to counterparty credit risk
framework represents replacement cost and potential
future exposure, multiplied by 1.4.

The Bank measures fair values using the following

hierarchy:

* Level 1: Quoted market price: financial instruments
with quoted prices (unadjusted) in an active market
for an identical instrument.

* Level 2: Valuation technique using observable
inputs: financial instruments valued using quoted
prices for similar instruments in active markets or
quoted prices for identical or similar instruments in
the markets that are considered less than active and
financial instruments valued using models where all
significant inputs are directly or indirectly observable
from market data.

2021 Annual Report

* Level 3: Valuation techniques using significant
unobservable inputs: financial instruments valued
using valuation techniques where one or more
significant inputs are unobservable. This category
includes instrument that are valued based on quoted
prices for similar instruments where significant
unobservable  adjustments or  assumptions
are required to reflect differences between the
instruments.

Bank uses a valuation model that refers to the discounted
cash flow model after going through a validation process
by an independent unit and an approval process by the
Valuation Committee.

The market data sources used in valuation model goes
through a verification process by an independent unit
before it is used since the determination of market data
sources. Furthermore, the verification process is carried
out on inputting market data, including checking for
stale & variance, and outliers on these market data on
daily basis.
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5. Capital - Composition of Capital as of 31 December 2021 (CC1)
(in million Rupiah)
Reference from

Consolidated
Component

Statement of
Financial Position

Common Equity Tier 1 Capital: Instruments and Reserves

1 Directly issued qualifying common share (and equivalent for non-joint 10,844,005 A
stock companies) capital plus related stock surplus

2 Retained earnings 8,883,619 B
Accumulated other comprehensive income (and other reserves) 425,708 C

4 Directly issued capital subject to phase out from CET1 (only applicable N/A

to non-joint stock companies)

5 Common share capital issued by subsidiaries and held by third parties N/A
(amount allowed in group CET1)

6 Common Equity Tier 1 capital before regulatory adjustments 20,153,332

Common Equity Tier 1 capital: regulatory adjustments

7 Prudential valuation adjustments -

Goodwill (net of related tax liability) -
9 Other intangibles other than mortgage-servicing rights (net of related 44,221 D

tax liability)

10 | Deferred tax assets that rely on future profitability excluding those N/A
arising from temporary differences (net of related tax liability)

11 | Cash-flow hedge reserve N/A

12 | Shortfall of provisions to expected losses N/A

13 | Securitisation gain on sale (as set out in paragraph 562 of Basel Il -
framework)

14 | Gains and losses due to changes in own credit risk on fair valued -
liabilities

15 | Defined-benefit pension fund net assets N/A

16 | Investments in own shares (if not already netted off paid-in capital on N/A
reported balance sheet)

17 | Reciprocal cross-holdings in common equity N/A

18 | Investments in the capital of banking, financial and insurance entities N/A

that are outside the scope of regulatory consolidation, net of eligible
short positions, where the bank does not own more than 10% of the
issued share capital (amount above 10% threshold)

19 | Significant investments in the common stock of banking, financial and N/A
insurance entities that are outside the scope of regulatory consolidation,
net of eligible short positions (amount above 10% threshold)

20 | Mortgage servicing rights (amount above 10% threshold) -

21 | Deferred tax assets arising from temporary differences (amount above N/A
10% threshold, net of related tax liability)

22 | Amount exceeding the 15% threshold N/A

23 of which: significant investments in the common stock of financials N/A

24 of which: mortgage servicing rights N/A

25 of which: deferred tax assets arising from temporary differences N/A

26 | National specific regulatory adjustments

a. Difference between allowance for possible losses and allowance for -
impairment losses on earning assets

b. Allowance for losses on non productive assets required to be 93,878
provided

Deferred tax asset 212,799 E
Investments in shares of stock -

Shortage of capital on insurance subsidiary company -

~lolale

Securitisation Exposure -

g. Other deduction factor of common equity Tier 1 -

27 | Regulatory adjustments applied to Common Equity Tier 1 due to -
insufficient Additional Tier 1 and Tier 2 to cover deductions

28 | Total regulatory adjustments to Common equity Tier 1 350,898
29 | Common Equity Tier 1 capital (CET1) 19,802,434
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5. Capital - Composition of Capital as of 31 December 2021 (CC1)

Component

Additional Tier 1 Capital : instruments

(in million Rupiah)

Reference from
Consolidated

Statement of
Financial Position

30 | Directly issued qualifying Additional Tier 1 instruments plus related -
stock surplus
31 of which: classified as equity under applicable accounting standards -
32 of which: classified as liabilities under applicable accounting -
standards
33 | Directly issued capital instruments subject to phase out from Additional N/A
Tier 1
34 | Additional Tier 1 instruments (and CET1 instruments not included in row -
5) issued by subsidiaries and held by third parties (amount allowed in
group AT1)
35 | of which: instruments issued by subsidiaries subject to phase out N/A
36 | Additional Tier 1 capital before regulatory adjustments -
Additional Tier 1 capital: regulatory adjustments
37 | Investments in own Additional Tier 1 instruments N/A
38 | Reciprocal cross-holdings in Additional Tier 1 instruments N/A
39 | Investments in the capital of banking, financial and insurance entities N/A
that are outside the scope of regulatory consolidation, net of eligible
short positions, where the bank does not own more than 10% of
the issued common share capital of the entity (amount above 10%
threshold)
40 | Significant investments in the capital of banking, financial and insurance N/A
entities that are outside the scope of regulatory consolidation (net of
eligible short positions)
41 | National specific regulatory adjustments
a. Investments in Instruments issued by the other bank that meet the -
criteria for inclusion in additional Tier 1
42 | Regulatory adjustments applied to Additional Tier 1 due to insufficient -
Tier 2 to cover deductions
43 | Total regulatory adjustments to Additional Tier 1 capital -
44 | Additional Tier 1 capital (AT1) -
45 | Tier 1 capital (T1=CET1 + AT1) 19,802,434
Tier 2 Capital: instruments and provisions
46 | Directly issued qualifying Tier 2 instruments plus related stock surplus 1,068,937
47 | Directly issued capital instruments subject to phase out from Tier 2 N/A
48 | Tier 2 instruments (and CET1 and AT1 instruments not included in rows -
5 or 34) issued by subsidiaries and held by third parties (amount allowed
in group Tier 2)
49 | of which: instruments issued by subsidiaries subject to phase out N/A
50 | Provisions 712,161
51 | Tier 2 capital before regulatory adjustments 1,781,098
Tier 2 Capital: regulatory adjustments
52 Investments in own Tier 2 instruments N/A
53 | Reciprocal cross-holdings in Tier 2 instruments and other N/A
54 | Investments in the other TLAC liabilities of banking, financial and N/A
insurance entities that are outside the scope of regulatory consolidation
and where the bank does not own more than 10% of the issued common
share capital of the entity: amount previously designated for the 5%
threshold but that no longer meets the conditions (for G-SIBs only)
55 | Significant investments in the capital banking, financial and insurance N/A

entities that are outside the scope of regulatory consolidation (net of
eligible short positions)
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5. Capital - Composition of Capital as of 31 December 2021 (CC1)

(in million Rupiah)

Reference from
Consolidated

Component Amount Statement of
Financial Position
56 | National specific regulatory adjustments
a. Sinking fund -
b. Investments in Instruments issued by the other bank that meet the -
criteria for inclusion in additional Tier 2
57 | Total regulatory adjustments to Tier 2 capital -
58 | Tier 2 capital (T2) 1,781,098
59 | Total capital (TC=T1 + T2) 21,583,532
60 | Total risk weighted assets 71,769,966
Capital Ratios and Buffers
61 | Common Equity Tier 1 (as a percentage of risk weighted assets) 27.59%
62 | Tier 1 (as a percentage of risk weighted assets) 27.59%
63 | Total capital (as a percentage of risk weighted assets) 30.07%
64 | Institution specific buffer requirement (minimum CET1 requirement plus 3.50%
capital conservation buffer plus countercyclical buffer requirements plus
G-SIB buffer requirement, expressed as a percentage of risk weighted
assets)
65 of which: capital conservation buffer requirement 2.50%
66 of which: bank specific countercyclical buffer requirement 0.00%
67 of which: G-SIB buffer requirement 1.00%
68 | Common Equity Tier 1 available to meet buffers (as a percentage of risk 21.07%
weighted assets)
National minima (if different from Basel 3)
69 | National Common Equity Tier T minimum ratio (if different from Basel 3 N/A
minimum)
70 | National Tier T minimum ratio (if different from Basel 3 minimum) N/A
71 | National total capital minimum ratio (if different from Basel 3 minimum) N/A
Amounts below the thresholds for deduction (before risk weighting)
72 | Non-significant investments in the capital of other financials N/A
73 | Significant investments in the common stock of financials N/A
74 | Mortgage servicing rights (net of related tax liability) N/A
75 | Deferred tax assets arising from temporary differences (net of related N/A
tax liability)
Applicable caps on the inclusion of provisions in Tier 2
76 | Provisions eligible for inclusion in Tier 2 in respect of exposures subject N/A
to standardised approach (prior to application of cap)
77 | Cap on inclusion of provisions in Tier 2 under standardised approach N/A
78 | Provisions eligible for inclusion in Tier 2 in respect of exposures subject N/A
to internal ratings-based approach (prior to application of cap)
79 | Cap for inclusion of provisions in Tier 2 under internal ratings-based N/A
approach
Capital instruments subject to phase-out arrangements (only applicable
between 1 Jan 2018 and 1 Jan 2022)
80 | Current cap on CET1 instruments subject to phase out arrangements N/A
81 | Amount excluded from CET1 due to cap (excess over cap after N/A
redemptions and maturities)
82 | Current cap on AT1 instruments subject to phase out arrangements N/A
83 | Amount excluded from AT1 due to cap (excess over cap after N/A
redemptions and maturities)
84 | Current cap on T2 instruments subject to phase out arrangements N/A
85 | Amount excluded from T2 due to cap (excess over cap after redemptions N/A

and maturities)
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6. Capital - Reconciliation of Capital as of 31 December 2021 (CC2)

ACCOUNTS

Published
Statements of
Financial Position

31 December 2021

(in million Rupiah)

Consolidated Statements
of Financial Position
under Regulatory Scope
of Consolidation

31 December 2021

Reference
number

ASSETS
1. Cash 429,856 429,856
2. Placement with Bank Indonesia 27,552,619 27,552,619
3. Placement with other banks 3,621,371 3,621,371
4. Spot and derivative receivables 202,641 202,641
5. Investment securities 25,502,577 25,502,577
6. Securitites sold under repurchase agreement ) )
(repo)
7 aresall tbverse repo) o 10,060,262 10,060,262
8. Acceptance receivables 2,602,208 2,602,208
9. Loans to customers 54,515,823 54,515,823
10. | Sharia financing - -
11.  Equity investment - -
12. Impairment on financial assets -/-
a. Securities (16,780) (16,780)
b. Loans (3,187,683) (3,187,683)
c. Others (4,886) (4,886)
13. Intangible assets 315,387 315,387 D
:;:::tr:_t;_lated amortisation on intangible (271,166) (271,166) D
14. Properties and equipment 2,045,185 2,045,185
:;:E:Jprrrl]u;?";ef/j- depreciation on properties and (1,211,731) (1,211.731)
15. Non productive assets
a. Abandoned property - _
b. Foreclosed assets 138,434 138,434
c. Suspense accounts - -
d. Interbranch assets - -
16. Deferred tax assets 212,799 212,799 E
17. Other Assets 1,954,850 1,954,850
TOTAL ASSETS 124,461,796 124,461,796
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6. Capital - Reconciliation of Capital as of 31 December 2021 (CC2)
(in million Rupiah)

Consolidated Statements

Published of Financial Position

Statements of

ACCOUNTS Financial Position B NiC ol o IVASCoRe Reference

of Consolidation number

31 December 2021 31 December 2021

LIABILITIES AND EQUITIES

LIABILITIES

1. Current account 45,584,475 45,584,475
2. Savings Account 15,945,787 15,945,787
3. Time deposits 23,876,516 23,876,516
4, Electronic money - -
5. Liabilities with Bank Indonesia - -
6. Deposits with other banks 5,940,073 5,940,073
7. Spot and derivative liabilities 188,060 188,060
8. Liabilities on securities sold under repurchase - -

agreement (repo)
9. Acceptance liabilities 2,602,208 2,602,208

10.  Issued securities - -

11.  Loans received

a. Recognized in AT1 6,199,838 6,199,838
b. Not recognized in capital 1,068,937 1,068,937
12.  Margin deposits 406,970 406,970
13. | Interbank liabilities - -
14.  Other liabilities 2,508,261 2,508,261
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6. Capital - Reconciliation of Capital as of 31 December 2021 (CC2)

(in million Rupiah)

Consolidated Statements

Stztjebr:itserrllfgof of Financial Position S
ACCOUNTS Financial Position undg; ggggg’j}}g?{igﬁom :uil;ir;cre
31 December 2021 31 December 2021
TOTAL LIABILITIES 104,321,125 104,321,125
EQUITY
16.  Paid in capital
a. Capital 20,000,000 20,000,000 A
b. Unpaid capital -/- (9,413,605) (9,413,605) A

c. Treasury stock -/- - -

17.  Additional paid in capital
a. Agio 257,610 257,610 A
b. Disagio -/- - R

c. Fund for paid up capital - -
d. Others 15,464 15,464

18. Other comprehensive income

a. Translation adjustment from foreign - -
currency

b. Potential gain from an increase in fair 465,629 465,629 C
value of financial assets measured at
fair value through other comprehensive
income

c. Effective portion of cash flow hedge - -

d. Gain from fixed asset revaluation - -

e. Portion of other comprehensive income - -
from associates

f. Remeasurement of defined benefit pension (43,145) (43,145)
plans

g. Income tax of other comprehensive income - -

g.1. In accordance with gain from increase (102,440) (102,440) C
of fair value of financial assets
measured at fair value through other
comprehensive income

g.2. In accordance with remeasurement of 9,492 9,492
defined benefit pension plans
h. Others 5,628 5,628
19. Reserves
a. General reserves 62,519 62,519 C

b. Appropriated reserves - R
20. Gain/Loss

a. Previous years 7,921,628 7,921,628
b. Current year 1,472,889 1,472,889
c. Dividend paid -/- (510,898) (510,898) B
TOTAL EQUITY ATTRIBUTABLE TO OWNER 20,140,671 20,140,671
TOTAL EQUITY 20,140,671 20,140,671
TOTAL LIABILITIES AND EQUITIES 124,461,796 124,461,796
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7. Capital - Main Features of Capital and TLAC - Eligible Instruments (CCA)

(in million Rupiah)

Issuer

PT Bank HSBC Indonesia

PT Bank HSBC Indonesia

Unique identifier

““AE

Governing law(s) of the instrument

Indonesian Legal

Indonesian Legal

a. Means by which enforceability requirement of Section N/A N/A
13 of the TLAC Term Sheet is achieved (for other
TLAC-eligible instruments governed by foreign law)
Regulatory treatment
4 Transitional Basel lll rules N/A N/A
5 Post-transitional Basel Ill rules CET1 Tier 2
6 Eligible at solo/group/group and solo Individually Individually
7 Instrument type Regular stock Subordinated loan
8 Amount recognized in regulatory capital 10,844,005 1,068,937
9 Par value ot the instrument 10,586,395 1,068,937
10 | Accounting classification Equity Liability - Amortised Cost
11 | Original date of issuance 13-Apr-17 10-Apr-17
12 | Perpetual or dated No maturity With maturity
13 | Original maturity date N/A 10-Apr-27
14 | Issuer call subject to prior supervisory approval N/A N/A
15 | Optional call date, contingent call dates and redemption N/A N/A
amount
16 | Subsequent call option N/A N/A
Coupons/dividends
17 | Fixed or floating dividend/coupon N/A Floating
18 | Coupon rate and any related index N/A USD LIBOR 3 months +
407 bps
19 | Existence of a dividend stopper No No
20 | Fully discretionary; partial or mandatory N/A Mandatory
21 | Existence of step-up or other incentive to redeem N/A No
22 | Non-cumullative or cumullative N/A Cummulative
23 | Covertible or non-convertible N/A Non Convertible
24 | If convertible, conversion trigger(s) N/A N/A
25 | If convertible, fully or partially N/A N/A
26 | If convertible, conversion rate N/A N/A
27 | If convertible, mandatory or optional N/A N/A
conversion
28 | If convertible, specify instrument type N/A N/A
convertible into
29 | if convertible, specify issuer of N/A N/A
instrument it converts into
30 | Write-down feature N/A Yes
31 | If writedown, writedown trigger(s) N/A According to OJK’s
provision
32 | If writedown, full or partial N/A According to OJK’s
provision
33 | If write-down, permanent or temporary N/A According to OJK's
provision
34 | If temporary write-own, description of N/A N/A
writeup mechanism
34a | Type of subordination No Yes
35 | Position in subordination hierarchy in liquidation N/A Subordinated
(specify instrument type immediately senior to
instrument in the insolvency creditor hierarchy of the
legal entity concerned)
36 | Non-compliant transitioned features N/A No
37 | If yes, specify non-compliant features N/A N/A
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8. Leverage Ratio - Exposure in Leverage Ratio Report and Report of Leverage Calculation

A. Exposure in Leverage Ratio Report

Bank Name : PT Bank HSBC Indonesia (Individual)
Report Position : December 2021

(in million Rupiah)

No Description Total
1 Total assets on the balance sheet in published financial statement (gross value before 127,671,145
deducting impairment provision)
2 Adjustment for investment in Bank, Financial Institution, Insurance Company, and/ -
or other entities that consolidated based on accounting standard yet out of scope
consolidation based on Financial Services Authority
3 Adjustment for portfolio of financial asset that have underlying which already -
transferred to without recourse securitisation asset as stipulated in OJK'’s statutory
regulation related to Prudential Principles in Securitisation Asset Activity for General
Bank.
In the case of underlying financial asset mentioned has alredy deducted from the total
asset on the financial report position, hence the number in this line is 0 (zero)
4  Adjustment to temporary exception of Placement to Bank Indonesia in accordance -
Statutory Reserve Requirement (if any)
b Adjustment to fiduciary asset that recognized as balance sheet based on accounting -
standard yet excluded from total exposure in Leverage Ratio calculation
6  Adjustment to acquisition cost and sales price of financial assets regularly using trade -
date accounting method
7 Adjustment to qualified cash pooling transaction as stipulated in Financial Services -
Authority (OJK) regulation
Adjustment to exposure of derivative transaction 863,355
Adjustment to exposure on Securities Financing Transaction (STF) as example: reverse -
repo transaction
10 Adjustment to exposure of Off Balance Sheet transaction that already multiply with 15,961,466
Credit Conversion Factor
11 Prudent valuation adjustments in form of capital deduction factor and impairment (3,504,702)
provision
12 Other adjustments -
13  Total exposure in Leverage Ratio Calculation 140,991,264

Notes : Calculation of leverage ratio is based on POJK No.31/POJK.03/2019
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B. Leverage Ratio Calculation Report
Bank Name : PT Bank HSBC Indonesia (Individual)
Report Position : December 2021

(in billion Rupiah, unless otherwise specified)

No Information
December 2021 September 2021
On Balance Sheet Exposure
1 On-balance sheet exposures excluding derivatives and securities 117,408,212 120,623,116
financing transactions (SFTs) (gross value before deducting
impairment provision)
2 Gross-up for derivatives collateral provided where deducted - -
from balance sheet assets pursuant to the accounting standard
3 (Deductions of receivable assets for cash variation margin - -
provided in derivatives transaction)
4 (Adjustment for securities received under securities financing - -
transactions that are recognised as an asset)
5 (Impairment provision those assets in line with accounting (3,209,349) (3,170,404)
standard applied)
6 (Asset amounts accounted as a deduction factor of main capital (257,020) (443,412)
as stipulated in Financial Services Authority’s regulation on the
obligation of minimum capital for general bank)
7 Total asset exposure on the financial report 113,941,843 117,009,300
Total from line 1to 6
Derivative Exposure
8 Replacement cost associated with all derivatives transaction 283,697 319,082
both with margin variation within the requirement or with
billateral netting to comply with particular conditions
9 Add-on amounts for potential future exposure associated with 782,298 723,029
all derivatives transaction
10 (Exempted central counterparty (CCP) leg of client-cleared trade - -
exposures)
11 (Adjusted effective national offsets and add-on deduction for - -
written credit derivatives)
12 (Adjusted effective notional offsets and add-on deductions for - -
written credit derivatives)
13  Total derivative exposures 1,065,996 1,042,111
Securities financing transaction exposures
14 Gross SFT 10,060,292 8,277,985
15  (Netted amounts of cash payables and cash receivables of gross - -
SFT assets)
16  Counterparty credit risk exposure for SFT assets refers to - -
Current Exposure Caltulation stipulated in OJK's regulation
annex
17  Agent Transaction exposures - -
18  Total SFT exposures 10,060,292 8,277,985
Other off-balance sheet exposures
19  Off-balance sheet exposure at gross national amount 88,530,172 81,917,422
20 (Adjustment from the result of multiplying commitment (72,568,706) (68,078,817)
payable or contigent payables with credit conversion factor and
deducted with impairment provision)
21 (Impairment provision for off-balance sheet in line with (38,333) (29,985)

accounting standard)
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B. Leverage Ratio Calculation Report
Bank Name : PT Bank HSBC Indonesia (Individual)
Report Position : December 2021

(in billion Rupiah, unless otherwise specified)

Information
December 2021 September 2021
22  Total Off-balance sheet 15,923,133 13,808,620
Total line 19-21
Capital and Total Exposures
23 Tier 1 Capital 19,802,434 19,577,135
24  Total Exposure 140,991,264 140,138,016
Total of line 7, 13, 18, and 22
Leverage Ratio
25 Leverage Ratio, including the impact from adjustment to 14.05% 13.97%
temporary exemption on the current account placement to Bank
Indonesia in fufilling minimum current account provision (if
any), that included average value of accounted assets
25a Leverage Ratio, including the impact from adjustment to 14.05% 13.97%
temporary exemption on the current account placement to Bank
Indonesia in fufilling minimum current account provision (if any)
26  Minimum leverage ratio requirement 3% 3%
27  Applicable leverage buffers N/A N/A

Disclosure of mean values

28 Mean value of gross SFT assets, after adjustment for sale 9,082,043 8,859,745
accounting transactions and netted of amounts of associated
cash payables and cash receivables

29 Quarter-end value of gross SFT assets, after adjustment for sale 10,060,292 8,277,985
accounting transactions and netted of amounts of associated
cash payables and cash receivables

30 Total exposures, including the impact of any applicable 140,013,015 140,719,777
temporary exemption of central bank reserves) incorporating
mean values from row 28 of gross SFT assets

30a Total exposures excluding the impact of any applicable 140,013,015 140,719,777
temporary exemption of central bank reserves) incorporating
mean values from row 28 of gross SFT assets

31 Basel lll leverage ratio, including the impact of any applicable 14.14% 13.91%
temporary exemption of central bank reserve, incorporating
mean values from row 28 of gross SFT assets

31a Basel lll leverage ratio, excluding the impact of any applicable 14.14% 13.91%
temporary exemption of central bank reserve, incorporating
mean values from row 28 of gross SFT assets

Notes : Calculation of leverage ratio is based on POJK No.31/POJK.03/2019
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9. Credit Risk - Disclosure of Net Receivables Based on Area

31 December 2021

Portfolio Category Net receivables Based on Region
Area 1 Area 2 Area 3 Area 4 Area 5 Total
1 Receivables on Government 61,768,421 - - - - 61,768,421
Receivables on Public Sector Entities 6,000,977 - - - - 6,000,977
3 Receivables on Multilateral - - - - - -
Development Banks and
International Institutions
4 Receivables on Banks 8,040,366 - - - - 8,040,366
Loans Secured by Residential 531,930 - - - - 531,930
Property
6 Loan Secured by Commercial Real - - - - - -
Estate
Employee/Pensions Loans - - - - - -
Receivables on Micro, Small 3,736,072 304,967 38,681 60,770 15,638 4,156,127
Business & Retail Portfolio
9 Receivables on Corporate 44,473,563 3,939,822 283,027 333,473 84,136 49,114,021
10 | Past Due Receivables 517,222 48,524 6,509 37,913 2,187 612,355
11 | Other Assets 2,800,017 40,952 73,745 2,019 - 2,916,733
Total 127,868,567 4,334,264 401,962 434,175 101,961 133,140,930
Notes :

Area 1:Java; Area 2 : Sumatra ; Area 3 : Sulawesi
Area 4 : Kalimantan; Area 5 : Others

10. Credit Risk - Disclosure of Net Receivables based on Remaining Contract Period

31 December 2021

Net Receivables by Remaining Contractual Maturity

Portfolio Category

>1 year to >3 year to Non
U 3 year 5 year = Contractual jfotal
KN (@ Q Q ) @
1 Receivables on Government 38,729,579 11,928,937 1,650,264 1,041,862 8,417,779 61,768,421
2 Receivables on Public Sector Entities 6,000,977 - - - - 6,000,977
Receivables on Multilateral
3 Development Banks and - - - - - -
International Institutions
4  Receivables on Banks 4,256,324 239,553 123,417 57,080 3,363,993 8,040,366
5  Loans Secured by Residential 2,708 23,418 56,857 448,947 - 531,930
Property
Loan Secured by Commercial Real
6 - - - - - -
Estate
7 Employee/Pensions Loans - - - - - -
g  Receivables on Micro, Small 1,349,537 1,031,775 1,230,892 543,923 - 4,156,127
Business & Retail Portfolio
9 Receivables on Corporate 48,705,672 274,018 132,991 1,341 - 49,114,021
10 Past Due Receivables 574,683 7,118 2,390 28,164 - 612,355
11 Other Assets - - - - 2,916,733 2,916,733
Total 99,619,480 13,504,818 3,196,810 2,121,317 14,698,505 133,140,930
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(in million Rupiah)

31 December 2020

Net receivables Based on Region

Area 1 Area 2 Area 3 Area 4 Area 5 Total
34,156,166 - - - - 34,156,166
8,641,251 575,573 - - - 9,216,824
17,760,656 - - - - 17,760,656
381,219 - - - - 381,219
3,809,671 262,415 20,383 66,798 11,874 4,171,141
44,122,685 3,502,974 234,368 1,053,573 1,460,071 50,373,672
674,131 82,696 7,543 29,491 8,406 802,267
4,823,858 38,039 2,709 2,940 9,835 4,877,381
114,369,637 4,461,697 265,004 1,152,802 1,490,186 121,739,326

(in million Rupiah)

31 December 2020

Net Receivables by Remaining Contractual Maturity

>1 year to >3 year to Non
= UV 3 year 5 year = Contractual Total

(3) (4) (5) (6) (7) (8)
17.502.961 5,872,592 5,323,358 1,205,116 4,252,139 34,156,166
7.709.580 1,062,348 - 444,896 - 9,216,824
13.031.766 835,475 80,530 72,146 3,740,739 17,760,656
1.661 24,010 27,945 327,603 - 381,219
1.317.337 1,107,146 1,145,796 600,862 - 4,171,141
42.977.349 5,185,676 2,079,456 131,191 - 50,373,672
650.028 67,193 67,126 17,920 - 802,267
i _ i - 4,877,381 4,877,381
83.190.682 14,154,440 8,724,211 2,799,734 12,870,259 121,739,326
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11. Credit Risk - Disclosure of Net Receivables by Economic Sector

ol 2 | o |l o | o | 6 | 0 |

31 December 2021

Receivables
on Multilateral
Development

Economic Sector

Receivables
on
Government

Receivables
on Public
Sector
Entities

Banks and
International
Institutions

[IGET
Receivables Secured by
on Banks Residential
Property

1 Agriculture, Forestry, and Fisheries - - - - -
2 Mining and Quarrying - - - - -
3 Manufacturing - 5,594,578 - - -
4 Electricity, gas, hot water, and cold air - - - - -
5 Water Management, Waste - - - - -
Management and Recycling
Construction - 406,398 - - -
7 Wholesale and Retail Trading; Car and - - - - -
Motorcycle Repair, and Maintenance
Transportation and warehousing - - - - -
Accommodation, Food, and - - - - _
Drink Activities
10 Information and Communication - - - - -
1 Financial and Insurance Activities 27,552,619 - - 8,040,366 -
12  Real Estate - - - - _
13  Professional, Scientific, and Technical - - - - -
Activities
14  Activities in Lease and Lease without - - - - -
Option Rights, Labor, Travel
Agents, and Other Business Support
15  Government Administration, Defense, 34,215,802 - - - -
and Social Security
16  Education - - - - _
17 Human Health Activities and Social - - - - -
Activities
18  Arts, Entertainment, and Recreation - - - -
19  Other Service Activities - - - -
20 Household Activities as livelihood - - - -
21  Activities of International Agencies and - - - -
Other Extra International
22 Non-Business Field - - - -
23 Others - - - 531,930
Total 61,768,421 6,000,977 8,040,366 531,930
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Corporate
Governance

Corporate Social
Responsibility

Corporate

Data

secured by

Commercial
Real Estate

Employee/
Pension
Loans

Receivables
on Micro,
Small,
Business
and Retails
Portfolio

Receivables
on Corporates

Past Due
Receivables

Other Assets

(in million rupiah)

3,998 346,080 1,073 -
- 2,965,401 - -

155,048 20,490,363 245,664 -
1,837 12,050 - -
44,812 3,952,869 8,036 -
685,596 7,474,248 327,778 -
71,918 6,941,603 4,658 -
23,676 75,233 4,048 )

- 3,306,427 - -

41,610 3,158,183 - -
18,148 391,058 - -
3,109,485 505 21,098 2,916,733
4,156,127 49,114,021 612,355 2,916,733
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11. Credit Risk - Disclosure of Net Receivables by Economic Sector

31 December 2020 -

Receivables
Receivables | on Multilateral
on Public Development Receivables
Sector Banks and on Banks
Entities International
Institutions

Loans secured
by Residential
Property

Receivables
Economic Sector on
Government

(2)

Agriculture, Forestry, and Fisheries - - - - -

Mining and Quarrying - - - - R
Manufacturing - 2,164,920 - - -

Electricity, gas, hot water, and cold air - - - - -

oA W IN| -

Water Management, Waste - - - - -
Management, and Recycling

Construction - 4,593,764 - - -

Wholesale and Retail Trading; Car and - - - - -
Motorcycle Repair and Maintenance

Transportation and warehousing - 714,401 - - _

Accommodation, Food, and - - - - -
Drink Activities

10 Information and Communication - - - - -
1 Financial and Insurance Activities 5,429,804 1,743,739 - 17,760,656 -
12 Real Estate - - - -

13 Professional, Scientific, and Technical - - - - -
Activities

14  Activities in Lease and Lease without - - - - -
Option Rights, Labor, Travel
Agents, and Other Business Support

15  Government Administration, Defense, 28,726,362 - - - -
and Social Security

16  Education - - - -

17  Human Health Activities and Social - - - _
Activities

18 Arts, Entertainment, and Recreation - - - - -

19  Other Service Activities - - - - -

20 Household Activities as livelihood - - - - _

21 Activities of International Agencies and - - - - -
Other Extra International

22  Non-Business Field - - - 6,496
23 Others - - - 374,723
Total 34,156,166 9,216,824 - 17,760,656 381,219
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(in million rupiah)

Receivables
on Micro,
Small, Receivables Past Due
Business on Corporates | Receivables
and Retails
Portfolio

(10) (11)

Loan
Secured by

Employee/
Pensions
Loan

" Other Assets
Commercial

Real Estate

- - 11,757 612,039 2,604 -
- - - 1,286,737 - -
- - 107,576 26,003,096 239,713 -
- - 5,241 - - -
- - 52,180 836,546 5,882 -
- - 550,207 8,081,207 427,687 -
- - 61,739 5,494,620 47,422 -
- - 12,586 69,509 9,014 -
- - 2,334,825 -
- - 29,583 3,329,044 37,433 -
- - 20,645 2,325,284 -
- - 1,854 - 1,048 -
- - 3,317,773 765 31,464 4,877,381
- - 4,171,141 50,373,672 802,267 4,877,381
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12. Credit Risk - Quantitative Disclosures of Receivables and Allowance by Region

(in million rupiah)

31 December 2021

Description Area
Area 1 Area 2 Area 3 Area 4 Area 5 Total
1 Receivables 112,204,615 4,270,830 369,239 249,532 104,574 117,198,790
2 Receivables with increased and
impaired credit risk receivables
(stage 2 and stage 3)
a. Non past due 21,238,852 2,060,486 116,787 45,515 85,459 23,547,099
b. Past due 2,574,781 204,478 15,956 44,810 2,573 2,842,597
3 Allowance for Impairment 178,372 13,279 874 1,432 84 194,042
Losses - Stage 1
4 Allowance for Impairment 471,921 23,637 905 1,654 2,227 500,344
Losses - Stage 2
5  Allowance for Impairment 2,286,395 180,563 40,858 6,763 386 2,514,964
Losses - Stage 3
6 Written-off receivables 810,138 5,789 - - 4,752 820,678

(in million rupiah)

31 December 2020

Description Area
Area 1 Area 2 Area 3 Area 4 Area 5 Total
1 Receivables 98,701,185 4,146,159 237,170 889,621 1,491,557 105,465,692
2 Receivables with increased and
impaired credit risk receivables
(stage 2 and stage 3)
a. Non past due 12,988,113 1,026,735 114,544 26,273 15,806 14,171,470
b. Past due 1,960,345 264,341 16,283 4,724 9,852 2,255,545
3 Allowance for Impairment 277,787 49,074 3,208 6,246 7,182 343,497
Losses - Stage 1
4 Allowance for Impairment 646,970 48,181 207 2 614 695,974
Losses - Stage 2
5 Allowance for Impairment 1,842,916 183,811 21,792 2,871 1,446 2,052,836
Losses - Stage 3
6 Written-off receivables 495,505 35,077 12,492 9,405 750 553,229

Note:

Area 1:Java

Area 2 : Sumatra
Area 3 : Sulawesi
Area 4 : Kalimantan
Area 5 : Others
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13. Credit Risk - Quantitative Disclosures of Receivables and Allowance by Economic Sector

(in million rupiah)

31 December 2021

Receivables with Allowance | Allowance | Allowance
increased and impaired for for for .
. . credit risk . . . Written-Off
Economic Sectors Receivables Impairment | Impairment | Impairment .
Receivables
Non Past Losses - Losses - Losses -
Bue Past Due Stage 1 Stage 2 Stage 3
(1) (2) (3) (4) (5) (6) (7) (8) (9)
1 Agriculture, Forestry, 365,852 243 15,728 1,884 73 14,655 -
and Fisheries
Mining and Quarrying 2,370,584 1,362,910 - 5,424 8,329 - -
Manufacturing 25,424,757 10,134,958 1,428,824 66,464 218,652 1,227,173 500,180
Electricity, gas, hot 1,837 - - 10 - - -

water, and cold air

5  Water Management, - - - - - - R
Waste Management and

Recycling
Construction 4,111,587 3,527,044 34,049 2,007 4,066 28,164 44,006
Wholesale and Retail 7,929,197 2,390,005 1,046,334 31,911 42,887 819,972 37,833

Trading; Car and
Motorcycle Repair and
Maintenance

8  Transportation and 6,853,190 4,101,659 286,903 13,233 105,765 357,831 5,789
warehousing
9  Accommodation 106,911 59,591 23,560 123 1,898 19,512 -

activities and
Food and Drink

10 Information and - - - - - - R
Communication

11 Financial and Insurance 35,632,818 45,000 - 29,582 2 - -
Activities
12 Real Estate 2,997,641 1,069,837 - 10,331 7,822 12,207 4,752

13 Professional, Scientific, - - - - - - R
and Technical Activities

14  Activities in Lease and - - - - - - R
Lease without Option
Rights, Labor, Travel
Agents, and Other
Business Support

15 Government 24,155,510 - - - - _ _
Administration, Defense,
and Social Security

16  Education - - - - - - -
17 Human Health Activities 422,980 383,256 - 207 16,108 - -
and Social Activities

18 Arts, Entertainment, and - - - - - _ _
Recreation

19  Other Service Activities - - - R R R R

20 Household Activities as - - - - - - -
livelihood

21 Activities of - - - - - R _
International Agencies
and Other Extra
International

22 Non-Business Field - - - - - - -
23 Others 6,709,942 472,595 7,199 32,866 94,742 35,450 228,118
Total 117,082,806 23,547,099 2,842,597 194,042 500,344 2,514,964 820,678
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13. Credit Risk - Quantitative Disclosures of Receivables and Allowance by Economic Sector

(in million rupiah)

31 December 2020

Receivables with Allowance | Allowance | Allowance
increased and impaired for for for . off
Economic Sectors Receivables credit risk Impairment | Impairment | Impairment ertt_en—
Receivables
Non Past Losses - Losses - Losses -
Due Past Due Stage 1 Stage 2 Stage 3
(1) (2) (3) (4) (5) (6) (7) (8) (9)
1 Agriculture, Forestry, 638,948 129,154 15,610 2,903 291 13,006 -
and Fisheries
Mining and Quarrying 1,210,870 79,368 - 6,542 157 -
Manufacturing 25,012,643 6,988,479 671,500 116,633 295,523 704,701 189,515
Electricity, gas, hot 5,241 - - 30 - - -

water, and cold air

5  Water Management, - - - - - - R
Waste Management,
and Recycling

6  Construction 5,358,831 1,707,691 75,263 24,875 18,422 71,260 3,554

Wholesale and Retail 9,789,339 2,822,874 1,010,887 91,445 75,612 741,470 61,479
Trading; Car and

Motorcycle Repair and

Maintenance

8 Transportation and 6,224,493 633,752 392,688 31,121 13,5681 414,411 2,192
warehousing
9 Accommodation 105,607 16,562 23,710 376 615 14,695 -

activities and
Food and Drink

10 Information and - - - - - - -
Communication

11 Financial and Insurance 24,158,326 209,133 - 21,396 455 -
Activities
12 Real Estate 3,057,539 268,257 52,432 15,811 165 14,999 801

13  Professional, Scientific, - - - - - R _
and Technical Activities

14  Activities in Lease and - - - - - - _
Lease without Option
Rights, Labor, Travel
Agents, and Other
Business Support

15  Government 19,433,514 - - 8,199 2,263 -
Administration, Defense,
and Social Security

16  Education - - - - - - -

17 Human Health Activities 1,496,182 75,763 - - - - 481
and Social Activities

18 Arts, Entertainment, and - - - - - - R
Recreation

19  Other Service Activities - - - - - - R

20 Household Activities as - - - - - - -
livelihood

21 Activities of - - - - - - R
International Agencies
and Other Extra
International

22  Non-Business Field 9,398 - - 268 - - -
23  Others 8,964,761 1,240,437 13,455 23,898 288,891 78,295 295,207
Total 105,465,692 14,171,470 2,255,545 343,497 695,975 2,052,837 553,229
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14. Credit Risk - Disclosure of Detailed Changes in Allowances for Impairment Losses

(in million rupiah)

31 December 2021
[\[o} Description
Stage 1 Stage 2 Stage 3

(1) (2) (3) (4) (5)

1 Beginning balance of allowance for impairment losses” 375,924 751,496 2,097,638

2 Additional/reversal allowance for impairment losses during (133,645) (222,975) 1,104,674
the year (net)

3 AIIO\_Nance for |r_npa|rment losses used to cover written off ) ) (820,678)
receivables during the year

4 | Other additional (reversal) allowance during the year ™ (27,176) (9,690) 137,642

Ending Balance of Allowance for Impairment Losses 215,103 518,831 2,519,276

*)

After impact of PSAK 71 implementation for 31 December 2020 position.

") Recovery, FX rate exhange and transfer between staging

“ Disclosure on detail movements of allowance for impairment losses is including movements of allowance for impairment losses on
commitment and contingency and investment securities at fair value through other comprehensive income

14. Credit Risk - Disclosure of Detailed Changes in Allowances for Impairment Losses

(in million rupiah)

. 31 December 2020
Description

Stage 1 Stage 2 Stage 3
(1) (2) (3) (4) (5)
1 Beginning balance of allowance for impairment losses” 280,332 279,819 1,431,069
2 Additional/reversal allowance for impairment losses during 20,211 573,254 1,123,669
the year (net)
3 Alloyvance for |r_npa|rment losses used to cover written off ) ) (553,229)
receivables during the year
4 | Other additional (reversal) allowance during the year ™ 75,381 (101,577) 96,129
Ending Balance of Allowance for Impairment Losses 375,924 751,496 2,097,638

“  After impact of PSAK 71 implementation for 31 December 2020 position.

") Recovery, FX rate exhange and transfer between staging

“™ Disclosure on detail movements of allowance for impairment losses is including movements of allowance for impairment losses on
commitment and contingency and investment securities at fair value through other comprehensive income
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15. Credit Risk - Disclosure of Net Receivables based on Portfolio and Rating

Long-Term Rating

Company
Rating
SEIEEIEEN AAA AA+ to AA- A+ to A- BBB+ to BBB-
Poor's
Fitch Rating AAA AA+ to AA- A+ to A- BBB+ to BBB-
Portfolio Category Moody's Aaa Aa1to AA3 Alto A3 Baaa1 to Baa3
PT Fitch Rating AAA AA+(idn) to. A+ (idn) to BBB+ (idn) to
Indonesia AA- (idn) A-(idn) BBB- (idn)
PT ICRA (Idr) AA+ to (Idr) A+ to (Idr) (Idr) BBB+ to
Indonesia (Idr) AAA (Idr) AA- A- (Idr) BBB-
=17 idAA+ to id id BBB+ to id
Pemeringkat ID AAA idA+ to id A-
. AA- BBB-
Efek Indonesia
(1) (2) (3) (4) (5) (6) (7)
1 | Receivables on Government - - - 61,768,421
2 | Receivables on Public Sector Entities - 1,073,589 3,420,627 -
3 | Receivables on Multilateral - - -
Development Banks and International
Institutions
4 | Receivables on Banks 40,148 2,228,854 1,765,308 484,532
Loans Secured by Residential - - - -
Property
6 | Loan Secured by Commercial Real - - - -
Estate
Employee/Pensions Loans - - - -
Receivables on Micro, Small Business - - - -
& Retail Portfolio
9 | Receivables on Corporate 1,546,840 1,391,764 964,586 1,231,984
10 | Past Due Receivables - - -
11 | Other Assets - - - -
Total 1,586,988 4,694,207 6,150,521 63,484,937
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(in million Rupiah)

31 December 2021

Short-Term Rating

BB+toBB-  BitoB-  -owerthan A1 A2 A3 Lower than
B- A-3
BB+t0BB-  BrtoB- OV pqgop F2 F3 Lower than
BaltoBa3  BltoB3  -oWerthan P-1 P-2 P-3 towerhan  Unrated Total
BB+ (idn) to B+ (idn) to Lower than F1+ (idn) to . . Lower than
BB- (idn) B-(idn) B- (idn) F1 (idn) F2 {idn) ey F3 (idn)
(Idr) BB+ to (Idr) B+ to Lower than (Idr) A1+ to (Idr) A2+ to (Idr) A3+ to Lower than
(Idr) BB- (Idr) B- (Idr) B- (Idr) A1 (Idr) A2 (Idr) A4 (Idr) A3
id BB+ to id . . Lower than . . . Lower than
BB idB+ to id B- id B- id A1 id A2 id A3 to A4 id Ad
(8) (9) (10) (11) (12) (13) (14) (15) (16)

- - - - - 61,768,421

- - - - - 1,506,761 6,000,977

29,439 - - - - 3,492,085 8,040,366

- - - - - 531,930 531,930

- - - - - 4,156,127 4,156,127

2,092,490 599,169 41,287,188 49,114,021

- - - - - 612,355 612,355

- - - - - 2,916,733 2,916,733

2,121,929 599,169 - - - 54,503,179 133,140,930
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Key Highlights
2021

Management Report

Company Profile

Management Discussion
and Analysis

A

15. Credit Risk - Disclosure of Net Receivables based on Portfolio and Rating

Long-Term Rating

Company
Rating
SAEIMEEIT Ele AAA AA+ to AA- A+to A- BBB+ to BBB-
Poor's
Fitch Rating AAA AA+ to AA- A+ to A- BBB+ to BBB-
Portfolio Category Moody's Aaa Aalto AA3 A1lto A3 Baaa1 to Baa3
PT Fitch Rating AAA AA+(idn) to. A+ (idn) to BBB+ (idn) to
Indonesia AA- (idn) A-(idn) BBB- (idn)
PT ICRA (Idr) AA+ to (Idr) A+ to (Idr) (Idr) BBB+ to
Indonesia fislltrate (Idr) AA- A- (Idr) BBB-
=7 idAA+ to id id BBB+ to id
Pemeringkat ID AAA idA+ to id A-
. AA- BBB-
Efek Indonesia
(1) (2) (3) (4) (5) (6) (7)
1 Receivables on Government - - - 34,156,166
Receivables on Public Sector Entities 551,185 196 4,626,105 200,000
3 | Receivables on Multilateral - - - -
Development Banks and International
Institutions
4 | Receivables on Banks 169,594 15,299,674 726,218 962,234
Loans Secured by Residential
Property
6 | Loan Secured by Commercial Real
Estate
Employee/Pensions Loans
Receivables on Micro, Small Business,
& Retail Portfolio
9 | Receivables on Corporate 2,054,266 263,841 1,243,267 507,067
10 | Past Due Receivables
11 | Other Assets
Total 2,775,045 15,563,711 6,595,590 35,825,467
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(in million Rupiah)

31 December 2020

Short-Term Rating

BB+toBB-  Bstop  -owerthan A-1 A2 A3 Lower than
B- A-3
BB+ to BB- BrtoB- OV ko F2 F3 Lower than
BaltoBa3  BltoB3  -OWSLMan P-1 P-2 P-3 towerthan  Unrated Total
BB+ (idn) to B+ (idn) to Lower than F1+ (idn) to . . Lower than
BB- (idn) B-(idn) B- (idn) F1 (idn) ez el ety F3 (idn)
(Idr) BB+ to (Idr) B+ to Lower than (Idr) A1+ to (Idr) A2+ to (Idr) A3+ to Lower than
(Idr) BB- (Idr) B- (Idr) B- (Idr) A1 (Idr) A2 (Idr) A4 (Idr) A3
id BB+ to id . . Lower than . . . Lower than
BB idB+ to id B- id B- id A1 id A2 id A3 to A4 id Ad
(8) (9) (10) (11) (12) (13) (14) (15) (16)

- - - - - - - - 34,156,166

- - - - 3,839,338 9,216,824

30,089 14,774 4,961 - - - - 553,112 17,760,656

381,219 381,219

4,171,141 4,171,141

1,670,560 179,683 - - - - - 44,454,988 50,373,672

802,267 802,267

4,877,381 4,877,381

1,700,649 194,457 4,961 - - - - 59,079,446 121,739,326
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Key Highlights Management Report Company Profile Management Discussion
2021 and Analysis
A

16. Credit Risk - Disclosures of Net Charges by Risks Weight After Considering Credit Risks Mitigating Impact

Portfolio Category Net receivable after
0%

(1) (2) (3) (4) (5)
A  Balance Sheet Exposure
1 Receivables on Government 51,708,129 - -
2 Receivables on Public Sector Entities - 1,001,419 -
3 Recgiva_lbles on Multilateral Development Banks and International ) ) )
Institutions
4 Receivables on Banks - 4,350,653 -
5 Loans Secured by Residential Property - 217,927 165,415
6 Loans Secured by Commercial Real Estate - - -
7 Employee loans/Pension - - -
8  Receivables on Micro, Small Business, & Retail Portfolio - - -
9 Receivables on Corporate - 2,354,715 -
10  Past Due Receivables - - -
11 Other Assets 429,856 - -
Total Balance Sheet Exposure 52,137,985 7,924,714 165,415

B  Administrative Account Exposure

Receivables on Government - - -

2 Receivables on Public Sector Entities - 72,169 -
3 Recgiva_lbles on Multilateral Development Banks and International ) ) )
Institutions
4  Receivables on Banks - 24,169 -
5 Loans Secured by Residential Property - - -
6 Loan Secured by Commercial Real Estate - - -
7 Employee loans/Pension - - -
8  Receivables on Micro, Small Business, & Retail Portfolio - - -
9 Receivables on Corporate - 583,882 -
10  Past Due Receivables - - -
Total Administrative Account Exposure - 680,220 -
C  Counterparty Credit Risk Exposure
1 Receivables on Government 10,060,292 - -

2 Receivables on Public Sector Entities - - -

Receivables on Multilateral Development Banks and International

3 Institutions ) ) )
Receivables on Banks - 195,082 -
Receivables on Micro, Small Business, & Retail Portfolio - - -
Receivables on Corporate - 7 -

Total Counterparty Credit Risk Exposure 10,060,292 195,089 -
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(in million Rupiah)

31 December 2021

Capital

Credit Risks Mitigation Charge

Others

(6) (7 (8) (9) (10) (11) (12) (13)
- 4,575,364 - - - 2,487,966 199,037
- 482,535 - - - 1,111,399 88,912
148,588 - - - - 136,945 10,956
- - 3,801,801 - - 2,851,351 228,108
- 857,069 - 38,877,250 575,654 40,640,208 3,251,217
- - - 2,129 609,068 915,730 73,258
- - - 2,348,443 138,434 2,556,095 204,488
148,588 5,914,968 3,801,801 41,227,822 1,323,156 - 50,699,694 4,055,976
- 352,025 - - - 190,446 15,236
- 2,274,491 - 21,622 - 1,163,701 93,096
- - 6,188 - - 4,641 371
- 104,918 - 4,369,180 22,516 4,572,190 365,775
- 2,731,434 6,188 4,390,802 22,516 - 5,930,978 474,478
- 685,319 - 6,496 - 388,171 31,054
- - 9 - - 7 1
- 2,600 - 176,483 - 177,784 14,223
- 687,919 9 182,979 - - 565,962 45,277
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Key Highlights Management Report Company Profile Management Discussion
2021 and Analysis
A

16. Credit Risk - Disclosures of Net Charges by Risks Weight After Considering Credit Risks Mitigating Impact

Portfolio Category Net receivable after

0% 20% 25%
(1) (2) (3) (4) (5)
A Balance Sheet Exposure
1 Receivables on Government 24,837,966 - -
2 Receivables on Public Sector Entities - 551,381 -
3 Recgive_lbles on Multilateral Development Banks and International ) ) )
Institutions
4 | Receivables on Banks - 14,886,515 -
5 Loans Secured by Residential Property - 189,808 118,478
6 Loans Secured by Commercial Real Estate - - -
7 Employee loans/Pension - - -
8 | Receivables on Micro, Small Business, & Retail Portfolio - - -
9 Receivables on Corporate - 2,006,243 -
10 | Past Due Receivables - - -
11 | Other Assets 627,207
Total Balance Sheet Exposure 25,465,173 17,633,947 118,478
B  Administrative Account Exposure
Receivables on Government - - -
2 Receivables on Public Sector Entities - - -
3 Recgiva}bles on Multilateral Development Banks and International ) . )
Institutions
4 | Receivables on Banks - 950,723 -
5 Loans Secured by Residential Property - - -
6 Loan Secured by Commercial Real Estate - - -
7 Employee loans/Pension - - -
8 Receivables on Micro, Small Business, & Retail Portfolio - - -
9 Receivables on Corporate - 310,523 -
10 | Past Due Receivables - - -
Total Administrative Account Exposure - 1,261,246 -
C  Counterparty Credit Risk Exposure
1 Receivables on Government 9,318,200 - -
2 Receivables on Public Sector Entities - - -
3 Recgivgbles on Multilateral Development Banks and International ) ) )
Institutions
4 | Receivables on Banks - 225,218 -
Receivables on Micro, Small Business, & Retail Portfolio - - -
Receivables on Corporate - 1,343 -
Total Counterparty Credit Risk Exposure 9,318,200 226,561 -

13(0 PT Bank HSBC Indonesia 2021 Annual Report



Corporate
Governance

Corporate Social
Responsibility

Corporate
Data

Sustainability
Report

Financial
Statements

31 December 2020

(in million Rupiah)

. o . Capital
Credit Risks Mitigation Charge
35% 50% 75% 100% 150% Others
(6) (7) (8) (9) (10) (11) (12) (13)

- 7,418,971 - - - - 3,819,762 305,581

- 419,208 - - 1,444 - 3,189,073 255,126

72,933 - - - - - 93,108 7,449

- - 4,000,555 - - - 3,000,416 240,033

- 1,237,460 - 39,584,507 179,683 45,062,586 40,874,011 3,269,921

- - - 4,394 797,461 11,131 1,200,586 96,047
4,108,025 142,149 4,452,352 4,321,248 345,700

72,933 9,075,639 4,000,555 43,696,926 1,120,737 49,526,069 56,498,204 4,519,856

- 1,246,472 - - - - 623,236 49,859

- 264,142 - - - - 322,216 25,777

- - 3,604 - - - 2,628 210

- - - 5,270,673 - 5,273,886 5,332,778 426,622

- - - - 412 - 619 50

- 1,510,614 3,604 5,270,673 412 5,273,886 6,281,477 502,518

- 1,013,406 - - - 24,628 551,747 44,140

- 5,808 - 438,437 - 345,633 441,610 35,329

- 1,019,214 - 438,437 - 370,261 993,357 79,469
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V'S

17. Credit Risk - Disclosure of Net Receivables and Credit Risk Mitigation Techniques

(in million Rupiah)

31 December 2021

Portfolio Category Net Secured by Unsecured
Receivables  Collateral ~ Guarantee | i Others Portion
nsurance
(8)=(3) -
1 2 3 4 B 6 7
" 2) 3) ) ) (6) ) [(4)+(5)+(6)+(7)]
A  Balance Sheet Exposure
1 Receivables on Government 51,708,129 - - 51,708,129
2 Receivables on Public Sector Entities 5,576,783 - - 5,576,783
3 Receivables on Multilateral - - - -
Development Banks and
International Institutions
4 Receivables on Banks 4,833,188 - - 4,833,188
Loans Secured by Residential 531,930 - - 531,930
Property
6 Loans Secured by Commercial - - - -
Real Estate
Employee loans/Pension - - - -
Receivables on Micro, Small 4,149,930 348,128 - 3,801,802
Business, & Retail Portfolio
9 Receivables on Corporate 43,854,435 1,189,748 - 42,664,687
10  Past Due Receivables 612,355 - - 612,355
11 Other Assets 2,916,733 - - 2,916,733
Total Balance Sheet Exposure 114,183,483 1,537,876 - - 112,645,607
B  Administrative Account Exposure
1 Receivables on Government - - - -
2 Receivables on Public Sector Entities 424,194 - - 424,194
3 Receivables on Multilateral - - - -
Development Banks and
International Institutions
4 Receivables on Banks 2,320,282 - - 2,320,282
Loans Secured by Residential - - - -
Property
6 Loans Secured by Commercial Real - - - -
Estate
Employee loans/Pension - - - -
Receivables on Micro, Small 6,188 - - 6,188
Business, & Retail Portfolio
9 Receivables on Corporate 5,080,496 - - 5,080,496
10 Past Due Receivables - - - -
Total Administrative Account 7,831,160 - - - 7,831,160
Exposure
C  Counterparty Credit Risk Exposure
1 Receivables on Government 10,060,292 - - 10,060,292
2 Receivables on Public Sector Entities - - - -
3 Receivables on Multilateral - - - -
Development Banks and
International Institutions
4 Receivables on Banks 886,896 - - 886,896
Receivables on Micro, Small 9 - - 9
Business, & Retail Portfolio
6 Receivables on Corporate 179,090 - - 179,090
Total Counterparty Credit Risk 11,126,287 - - - 11,126,287
Exposure
Total (A+B+C) 133,140,930 1,537,876 - - 131,603,054
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17. Credit Risk - Disclosure of Net Receivables and Credit Risk Mitigation Techniques
(in million Rupiah)

31 December 2020

No. Portfolio Category Net Secured by Unsecured
Receivables  Collateral ~ Guarantee | izl Others Portion
nsurance
(8)=(3) -
(1) (2) (3) (4) (5) (6) (7) [(4)+(5)+(6)+(7)]
A Balance Sheet Exposure
1 Receivables on Government 24,837,966 - - 24,837,966
2 Receivables on Public Sector Entities 7,970,352 - - 7,970,352
3 Receivables on Multilateral - - - -
Development Banks and
International Institutions
4 Receivables on Banks 15,307,167 - - 15,307,167
Loans Secured by Residential 381,219 - - 381,219
Property
6 Loans Secured by Commercial - - - -
Real Estate
Employee loans/Pension - - - -
Receivables on Micro, Small 4,167,637 167,082 - 4,000,555
Business, & Retail Portfolio
9 Receivables on Corporate 44,346,888 1,338,996 - 43,007,892
10 Past Due Receivables 801,855 - - 801,855
11 Other Assets 4,877,381 - - 4,877,381
Total Balance Sheet Exposure 102,690,465 1,506,078 - - 101,184,387
B  Administrative Account Exposure
1 Receivables on Government - - - -
2 Receivables on Public Sector Entities 1,246,472 - - 1,246,472
3 Receivables on Multilateral - - - -
Development Banks and
International Institutions
4 Receivables on Banks 1,214,865 - - 1,214,865
Loans Secured by Residential - - - -
Property
6 Loans Secured by Commercial Real - - - -
Estate
Employee loans/Pension - - - -
Receivables on Micro, Small 3,504 - - 3,504
Business, & Retail Portfolio
9 Receivables on Corporate 5,581,196 - - 5,581,196
10 Past Due Receivables 412 - - 412
Total Administrative Account 8,046,449 - - - 8,046,449
Exposure
C  Counterparty Credit Risk Exposure
1 Receivables on Government 9,318,200 - - 9,318,200
2 Receivables on Public Sector Entities - - - -
3 Receivables on Multilateral - - - -
Development Banks and
International Institutions
4 Receivables on Banks 1,238,624 - - 1,238,624
Receivables on Micro, Small - - -
Business, & Retail Portfolio
6 Receivables on Corporate 445,588 - - 445,588
Total Counterparty Credit Risk 11,002,412 - - - 11,002,412
Exposure
Total (A+B+C) 121,739,326 1,506,078 - - 120,233,248
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Key Highlights Management Report Company Profile Management Discussion
2021 and Analysis
A

18. Credit Risk - Credit Risk Calculation Standard Approach - Disclosure of Asset Exposure in Balance Sheet

1. Asset Exposure in the balance sheet, except on the security exposure

(in million Rupiah)

31 December 2021 31 December 2020

Portfolio Category RWA before | RWA after RWA before | RWA after
Recelvables CRM CRM Recelvables CRM CRM

(1) (2) (5)
1 Receivables on Government
a. Receivables on the Government 51,708,129 - - 24,837,966 - -
of Indonesia

b. Receivables on Government of - - - - - -
Other Countries

2 Receivables on Public Sector Entities 5,676,783 2,487,966 2,487,966 7,970,352 3,819,762 3,819,762

3 Receivables on Multilateral - - - - - -
Development Banks and
International Institutions

4  Receivables on Banks

a. Short-term Receivables 4,350,653 870,131 870,131 14,899,155 2,985,067 2,985,067

b. Long-Term Receivables 482,535 241,268 241,268 408,012 204,006 204,006

5 Loans Secured by Residential 531,930 136,945 136,945 381,219 93,108 93,108
Property

6 Loans Secured by Commercial Real - - - - - -
Estate

Employee loans/Pension - - - - _ R

Receivables on Micro, Small 4,149,930 3,112,447 2,851,351 4,167,637 3,125,728 3,000,416
Business & Retail Portfolio
Receivables on Corporates 43,854,435 41,829,956 40,640,208 44,346,888 42,213,006 40,874,011
10 Past Due Receivables
a. Loan Secured by Residential 2,129 2,129 2,129 4,394 4,394 4,394
Property
b. Other than Loan Secured by 610,226 915,339 913,601 797,461 1,196,192 1,196,192

Residential Property
11 Other Assets
a. Cash, gold, commemorative coin 429,856 - 627,207 -

b. Equity (other than factoring on - N
capital deduction)

1) Temporary equity capital on - - - -
credit restructuring

2) Equity capital on unlisted - - - ;
financial companies

3) Equity capital on listed - - - -
financial companies

c. Fixed assets and net inventory 833,454 833,454 570,616 570,616
d. Foreclosured collaterals (AYDA) 138,434 207,652 142,149 213,223
e. Netinterbranch - - - -
f. Others 1,514,989 1,514,989 3,537,409 3,537,409
Total 114,183,483 49,596,181 50,699,694 102,690,465 53,641,263 56,498,204
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18. Credit Risk - Credit Risk Calculation Standard Approach - Disclosure of Asset Exposure in Balance Sheet

2. Commitment/Contingency Exposure Obligation on Administrative Account Transaction, except for security exposure

(1)

Portfolio Category

(2)

Receivables on Government

(in million

Rupiah)

31 December 2021 31 December 2020

RWA before RWA after RWA before RWA after
Recelvables CRM CRM Recelvables CRM CRM

(5)

a. Receivables on the Government
of Indonesia

b. Receivables on Government of
Other Countries

Receivables on Public Sector Entities

424,194

190,446

190,446

1,246,472 623,236

623,236

Receivables on Multilateral
Development Banks and
International Institutions

Receivables on Banks

a. Short-term Receivables

b. Long-Term Receivables

2,320,282

1,163,701

1,163,701

1,214,865 322,216

322,216

Loans Secured by Residential
Property

Loans Secured by Commercial Real
Estate

Employee loans/Pension

Receivables on Micro, Small
Business & Retail Portfolio

6,188

4,641

4,641

3,604 2,628

2,628

Receivables on Corporates

5,080,496

4,572,190

4,572,190

5,581,196 5,332,778 5,

332,778

Past Due Receivables

a. Loan Secured by Residential
Property

b. Other than Loan Secured by
Residential Property

412 619

619

Total

7,831,160

5,930,978

5,930,978

8,046,449 6,281,477 6,

281,477
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Key Highlights Management Report Company Profile Management Discussion
2021 and Analysis
A

18. Credit Risk - Credit Risk Calculation Standard Approach - Disclosure of Asset Exposure in Balance Sheet

3. Asset Exposure in the balance sheet, except on the security exposure

(in million Rupiah)

31 December 1 31 December 2020

Portfolio Category Net RWA before | RWA after
Receivables Receivables CRM CRM

(1) (2) (3) (4) (5) (3) (4) (5)

1 Receivables on Government

a. Receivables on the Government

. 10,060,292 - - 9,292,848 - -
of Indonesia
b. Receivables on Government of ) ) ) ) ) )
Other Countries
2 Receivables on Public Sector Entities - - - - - -
Receivables on Multilateral
3  Development Banks and - - - - - -
International Institutions
4  Receivables on Banks
a. Short-term Receivables - - - - - -
b. Long-Term Receivables - - - - - -
5 Receivables on Micro, Small ) ) ) ) ) )
Business & Retail Portfolio
6  Receivables on Corporates - - - - - -
Total 10,060,292 - - 9,292,848 - -

18. Credit Risk - Credit Risk Calculation Standard Approach - Disclosure of Asset Exposure in Balance Sheet
4. Exposure that does not cause Credit Risk because of Settlement Risk
The Bank does not have any exposure that caused credit risk because of settlement risk as of 31 December 2021 and
31 December 2020.

5. Securitisation Exposure
The Bank does not have securitisation exposure as of 31 December 2021 dan 31 December 2020.
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18. Credit Risk - Credit Risk Calculation Standard Approach - Disclosure of Asset Exposure in Balance Sheet

6. Derivative Exposure

(in million Rupiah)

31 December 2021 31 December 2020

Portfolio Category Net RWA before | RWA after Net RWA before | RWA after
Receivables CRM CRM Receivables CRM CRM

(1) (2) (3) (4) (5) (3) (4) (5)

1 Receivables on Government

a. Receivables on the Government - - - 25,352 - -
of Indonesia

b. Receivables on Government of - = = - - -
Other Countries

2 Receivables on Public Sector Entities - - - - - -

3  Receivables on Multilateral - - - - - -
Development Banks and
International Institutions

4  Receivables on Banks

a. Short-term Receivables 60,879 12,5672 12,572 47,993 9,599 9,599

b. Long-Term Receivables 826,017 375,599 375,599 1,190,631 542,148 542,148

5 Receivables on Micro, Small 9 7 7 - - -
Business & Retail Portfolio

6 Receivables on Corporates 179,090 177,784 177,784 445,588 441,610 441,610

7  Weighted exposure from CVA 218,015 218,015 218,015 218,015

Total 1,065,995 783,977 783,977 1,709,564 1,211,372 1,211,372

18. Credit Risk - Credit Risk Calculation Standard Approach - Disclosure of Asset Exposure in Balance Sheet

7. Total Credit Risk Measurement (1+2+3+4+5+6)
(in million Rupiah)
o Do L L s | giosanoe i
Total Credit Risk RWA 57,414,649 63,991,053

2 Deduction Factor Of Credit Risk RWA (B) - (11,963)
Difference between general reserve of PPKA on
productive assets that has to be calculated and 1.25%
of RWA for Credit Risk

Total Credit Risk RWA (A) - (B) (C) 57,414,649 63,979,090
4  Total Capital Deduction Factor (D) - (11,963)
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2021 and Analysis
A

19. Credit Risk - Qualitative Disclosures of Counterparty Credit Risk (CCRA)
For more detail see page 93.

20. Credit Risk - Exposure Analysis of Counterparty Credit Risk (CCR1)

(in million Rupiah)

31 December 2021

Descrioti Potential Alpha used
escription

p Replacement future EEPE for EAD l\_let RWA
cost (RC) exposure regulatory Receivables

(PFE) calculation

1 SA-CCR (for 202,641 558,784 1.4 1,065,995 565,962
derivative)

2 Internal Model N/A N/A
Method (for
derivative and SFT)

3 Basic Approach N/A N/A
for credit risk
mitigation (for SFT)

4 Comprehensive
approach for credit
risk mitigation (for
SFT)

5 VaR for SFT N/A N/A
Total 565,962

(in million Rupiah)
31 December 2020

5 __ Potential Alpha used
escription

p Replacement future EEPE for EAD I\_Iet ATMR
cost (RC) exposure regulatory Receivables

(PFE) calculation

1 SA-CCR (for 671,498 549,618 1.4 1,709,564 993,356
derivative)

2 Internal Model N/A N/A

Method (for
derivative and SFT)

3 Basic Approach N/A N/A
for credit risk
mitigation (for SFT)

4 Comprehensive
approach for credit
risk mitigation (for
SFT)

5 VaR for SFT N/A N/A
Total 993,356
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21. Credit Risk - Capital Charge on Credit Valuation Adjustment (CCR2)

. 31 December 2021 31 December 2020
\[e} Description
Net Receivables RWA Net Receivables RWA

Total portfolios based on Advanced N/A N/A N/A N/A
CVA capital charge

1 (i) VaR components (includes 3x N/A N/A
multiplier)

2 (ii) Stressed VaR Component (includes N/A N/A
3x multiplier)

3 All portfolios on Standardized CVA 1,065,995 208,833 1,709,521 218,015
Capital Charge

4  Total based on CVA Capital Charge 1,065,995 208,833 1,709,521 218,015
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22. Credit Risk - CCR Exposure based on Category Portfolio and Weighted Risk (CCR3)

31 December 2021

20% | 25% | 50% 75%

Indonesia

Receivables on Government and Central Bank - - - - - - -

Receivables on Public Sector Entities - - - - - - -

Receivables on Multilateral Development Banks
and International Institutions

Receivables on Other Banks 139,344 489,513 4,640
Receivables on Securities Firms - - - - - - -
Receivables on Corporate - - 5 - 1,857 - 126,059

Receivables on Micro, Small Business, & Retail
Portfolio

Other Assets - - - - - - -
Total - - 139,349 - 491,370 6 130,699

23. Credit Risk - Exposure to net credit derivative receivables (CCR6)
The Bank has no exposure to net credit derivative receivables.

24. Qualitative Disclosure of Securitization Exposure (SECA)
The Bank does not have any securitization exposure in Bank book and trading book report.

25. Securitization Exposure on Banking Book (SEC1)
The Bank does not act as originator, sponsor, nor investor of securitization exposures.

26. Credit Risk - Securitization Exposure on Trading Book (SEC2)
The Bank does not act as originator, sponsor, nor investor of securitization exposures.

27. Credit Risk - Securitization Exposure on Banking Book and related to its capital requirement -
Bank as Originator or sponsor (SEC3)
The Bank does not act as originator nor sponsor of securitization exposures

28. Credit Risk - Securitization Exposure on Banking Book and related to its capital requirement -

Bank Investor (SEC4)
The Bank does not act as investor of securitization exposures.
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-] 31 Decomber 2020

Total Net Total Net
Receivables

Receivables

Others 25% | 50% 75% | 100% Others

- - 18,108 - - - - - - - 25,352

886,895 160,870 723,861 1,238,623
- 179,091 - - 959 - 4,148 - 313,169 - 445,588
- 9 - - - - - _ - - _
- 1,065,995 18,108 - 161,829 - 728,009 - 313,169 - 1,709,564

29. Disclosures of Market Risks Using Standard Method

(in million Rupiah)

31 December 2021 31 December 2020

(1) (2) (3) (4) (3) (4)
1 Interest Rate Risk

a. Specific Risk - - - -
b. General Risk 89,116 1,113,950 90,060 1,125,750
2 Foreign Exchange Risk 28,083 351,038 48,583 607,288
3 Equity Risk
4

Commodity Risk ”

5 Option Risk - - - -
TOTAL 117,199 1,464,988 138,643 1,733,038

* Applicable for Bank with subsidiary which has the aforementioned risk exposure
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30. Implementation of Risk Management in IRRBB

In the implementation of IRRBB Risk Management, the
Bank carries out the process of identifying, measuring,
monitoring and controlling the movement of interest
rates that can cause changes in the present value and
timing of future cash flows that affect the Bank’s economic
value from assets, liabilities and administrative account
transactions and may cause changes in net interest
income.

Interms of risk control, the Bank determines Risk Appetite
and Risk Tolerance for IRRBB measurements based
on stress scenarios. The Bank uses historical data and
hypothetical assumptions in determining Risk Appetite
and Risk Tolerance. IRRBB measurement results will be
discussed and monitored in ALCO and RMC meetings.

The implementation of Risk Management for IRRBB
is implemented by the Bank in accordance with
the objectives, business policies, size, strategy and
complexity of the Bank’s business which include Active
Oversight by the Directors and Board of Commissioners;
Determination of Risk Management Policies and

Procedures and Risk Limits; Risk Identification,
Measurement, Monitoring and Control and Risk
Management Information System; Internal Control
System.

IRRBB is calculated every quarter which is in line with
0OJK’s requirement.

In measuring IRRBB Risk, the Bank uses 2 methods:

a). measurement based on changes in the economic
value of equity (EVE), which is a method that
measures the impact of changes in interest rates on
the bank’s economic value equity; and

b). measurement based on changes in net interest
income (NIl), which is a method that measures the
impact of changes in interest rates on the Bank's
earnings.

In calculating IRRBB with EVE method, the Bank applies
an interest rate shock scenario that reflects the bank’s risk
profile, referring to 6 standard scenarios as required by
the Financial Service Authority (OJK). In the calculation
of IRRBB with NIl method, the Bank applies the volatility
of an increase/decrease of 200bps interest rate on the
Bank’s static balance sheet.

PT Bank HSBC Indonesia

The Bank uses modelling assumptions in accordance
with the methods contained in the OJK Circular letter
for calculation of EVE sensitivity. While the modelling
assumptions used in the calculation of NIl sensitivity,
the Bank uses an internal model and this is also in
accordance with OJK Circular letter.

At this time, Bank does not perform hedging for IRRBB
purpose.

The main modeling assumption and parameter used in
calculating AEVE and ANII, at the minimum, include the
following:

a) commercial margins and other spread components
are excluded in calculations using the EVE method.
The interest calculated is the interest rate based on
Risk Free rate.

b) The Bank uses historical data for the last one year to
assess the frequency of repricing tenor on the interest
bearing NMD products. Meanwhile, for non-interest
bearing NMD products, the bank used a theoretical
tenor. Subsequently, the Bank will consider the
ability of Balance Sheet Management(BSM) to hedge
against the NMD. The final figure used as repricing
maturities is after considering BSM hedging
constraint.

c) Currently, the Bank does not consider the prepayment
rate and early withdrawal rate, since the exposure
to the prepayment rate and early withdrawal is
considered immaterial.

d) The Bank does not have assumptions on behavior
options issued in the calculation of EVE and NIi
Sensitivity.

e) Significant currencies that apply to HBID are Rupiah
and US$. The Bank uses a standard method in
accordance with the SEOJK in carrying out stress
scenarios and aggregating the impact of significant
currencies on stress scenarios.

EVE and NIl Sensitivity reporting is using quarterly

positions according to the standard method stipulated
by OJK.
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Based on the Bank’s calculation methodology as of
December 2021, AEVE to Tier 1 Capital is at 8.70%
(Low) and ANII against Projection of Income is at 8.50%
(Low), both of which indicate a low level of sensitivity.
NIl Sensitivity from September 2021 to December 2021
increased by 2.47% due to lower time deposit volume
and yield which resulted to lower interest expense and
increase the NIl in December 2021. In addition, it was
due to lower yield from the asset side and have shorter
duration. EVE sensitivity from September 2021 to
December 2021 has decreased by 0.93% due to shorter
commercial surplus duration and lower yield compared
to advances.

Calculation of IRRBB

Bank Name : PT Bank HSBC Indonesia
Report Position : December/2021
Currency : Total

The average interest rate repricing applied for NMD in
Rupiah is one year, this applies to Non-Interest Bearing
Corporate NMD products and retail NMD products.
Meanwhile, the average interest rate repricing applied
for NMD in US$ is three months.

1 Parallel up 1,492,916 1,659,289 (333,074) (241,406)

2 Parallel down (1,723,362) (1,884,832) 504,284 415,587

3 Steepener (116,530) (270,999)

4 Flattener 454,685 637,517

5 Short rate up 1,028,924 1,243,374

6 Short rate down (1,111,210) (1,343,469)

7 Negative Maximum Value 1,723,362 1,884,832 333,074 241,406
(absolute)

8  Tier 1 Capital (to AEVE) or Projected 19,809,694 19,577,135 3,916,318 4,006,240
Income (to ANII)

9  Maximum Value divided by Tier 1 8.70% 9.63% 8.50% 6.03%

Capital (to AEVE) or Projected
Income (to ANII)
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31. Liquidity Risk - Disclosure of Liquidity Coverage Ratio (LCR) Quarter

Q4 2021

ComERionE Outstanding commitment

and liabilities/contractual
receivables

1 Total data used in LCR calculation
HIGH QUALITY LIQUID ASSET (HQLA)

2 Total High Quality Liquid Asset (HQLA)
CASH OUTFLOWS

3 | Retail deposits and deposits from Micro and Small Business customers, consist of:
a. Stable Deposit/Funding 7,958,391
b. Less stable deposit/funding 15,985,101
4 | Wholesale Funding, consist of: -
a. Operational deposit 25,822,446
b. Non operational deposit and/or Other Non Operational liabilities 34,921,625
c. Marketable securities issued by bank -
Secured Funding -
Other cash outflow (additional requirement), consist of:
a. cash outflow from derivative transaction 74,601
b. cash outflow from additional liquidity requirement -
c. cash outflow from liquidation of funding -
d. cash outflow from disbursement of loan commitment and liquidity facilities 9,450,801
e. cash outflow from other contractual liabilities related to placement of funds -
f. cash outflow from other funding related contingencies liabilities 105,248,946
g. other contractual cash outflow -
7 Total Cash Outflows
CASH INFLOWS
8 | Secured lending -
9 | Inflows from fully performing exposures 13,947,822
10 | Other Cash Inflow 86,410
11 Total Cash Inflow -
12 Total HQLA
13 Total Net Cash Outflows
14 LCR (%)
Notes:

1 Adjusted values are calculated after the imposition of a reduction in value (haircut), run-off rate, and inflow rate as well as the maximum limit for
HQLA components, for example the maximum limit for HQLA Level 2B and HQLA Level 2 and
the maximum limit of cash inflows can be taken into account in LCR.

Analysis

LCR ratio as of the fourth quarter of 2021 decrease by 285.1% compared to the third quarter of 2021. This was due to the increase in Net Cash Outflow by
4,83% and a disproportionate increase in HQLA by 3,03%.

The increase in average HQLA was mainly due to an increase in the average marketable securities issued by Bank Indonesia compared to the third quarter
of 2021. On the other hand, the increase in average total Net Cash Outflows was mainly contributed by an increase in cash outflows from increased
deposits from corporate customers, and a decrease in cash inflows, which was mainly contributed by a decrease in receivables from financial institutions.

For the third and fourth quarters of 2021, Cash Inflows have had a direct impact on net cash outflows because cash inflows for these two quarters did not
exceed the upper threshold of calculated cash inflows, which is 75% of Total Cash Outflows.

Bank’s HQLA component is derived from cash, placement in Bank Indonesia, and securities issued by central government and Bank of Indonesia. While
main component from net cash outflow is third party fund. Bank’s main funding is third party fund which derived from current account, saving account,
and time deposit.
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(in million Rupiah)

INDIVIDUAL
- 1] Q3 2021

HQLA after haircut, outstanding HQLA after haircut, outstanding
commitment and liabilities times run- Outstanding commitment commitment and liabilities times run-
off rate or contractual receivables times and liabilities/contractual receivables off rate or contractual receivables times
inflow rate inflow rate
65 63
58,489,603 56,767,717
397,920 7,795,326 389,766
1,598,510 14,758,697 1,475,870
5,998,460 25,328,708 5,879,314
20,680,458 34,867,802 20,971,501
74,601 65,723 65,723
944,658 7,766,044 776,168
406,388 104,928,105 266,002
30,100,994 29,824,344
9,498,873 14,991,393 10,171,014
86,410 82,074 82,074
9,585,282 - 10,253,087
TOTAL ADJUSTED VALUE1 TOTAL ADJUSTED VALUE1
58,489,603 56,767,717
20,515,712 19,571,256
285.10% 290.06%
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32. Liquidity Risk - Net Stable Funding Ratio (NSFR)

Reporting Position (September /2021)

Carrying Value By Residual Maturity

ASF Component (in million Rupiah)
No Specified Maturity < 6 Months = i'\f(\)(zg:s :

1 Capital 20,697,049 - -

2 Regulatory Capital as per POJK KPMM 20,697,049 - -

3 Other capital instruments - - -

4 Retail deposits and deposits from micro and 17,151,590 10,563,518 556,583
small business customers:

5 Stable Deposits 43,543 3,212 -

6 Less Stable Deposits 17,108,047 10,560,307 556,583

7 Wholesale Funding: 42,373,638 21,887,948 135,890

8 Operational deposits 23,629,470 - -

9 Other wholesale funding 18,844,169 21,887,948 135,890

10 Liabilities with matching interdependent assets - = =
11 Other liabilities and equity:

12 NSFR derivative liabilities - 8,636

13 All other liabilities and equity not included in the above - 3,578,099 -

categories
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Reporting Position (December /2021)

Carrying Value By Residual Maturity

Weighted . - . Weighted
Value (in million Rupiah) Value
=1 Year No Specified Maturity < 6 Months S EIeNE - = 1 Year
<1 Year
1,073,438 21,770,487 20,758,880 - - 1,068,938 21,827,817
1,073,438 21,770,487 20,758,880 - - 1,068,938 21,827,817
- 25,446,859 16,930,497 10,507,871 315,272 - 24,981,503
- 44,417 44,380 20,143 - - 61,297
- 25,402,443 16,886,118 10,487,728 315,272 - 24,920,206
- 22,749,521 50,539,838 12,978,391 74,981 - 21,863,617
- 11,764,735 30,732,150 - - - 15,366,075
- 10,984,786 19,807,688 12,978,391 74,981 - 6,497,543
- 6,508 17,402 -

6,225,938 6,225,938 - 2,915,230 - 6,199,838 6,199,838
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Reporting Position (September /2021)

Carrying Value By Residual Maturity

ASF Component (in million Rupiah)
No Specified Maturity < 6 Months =0 Months -

14 Total ASF
15 Total NSFR HQLA
16 Deposits held at other financial institutions for operational 3,687,532 - -

purposes
17 Performing loans and securities - 39,305,297 13,105,709
18 to financial institutions secured by Level 1 HOQLA - 8,277,985 -
19 to financial institutions secured by - 2,734,409 749,043

non-Level 1 HQLA and unsecured performing loans to
financial institutions

20 to non- financial corporate clients, retail - 25,022,631 12,245,473
and small business customers, government of Indonesia,
other Governments, Bank Indonesia, other central banks
and pubic service entities, of which:

21 meet a risk weight of less than or equal to 35% under SE - 911,606 109,408
OJK RWA for credit risk

22 Unpledged residential mortgages, of which: - - -

23 meet a risk weight of less than or equal to 35% under SE - 77 1,784
OJK RWA for credit risk
24 Securities that are unpledged, not in default and do not - 2,358,589 -

qualify as HQLA, including exchange-traded equities

25 Assets with matching interdependent liabilities - - -
26 Other assets: S - _

27 Physical traded commodities, including gold -

28 Cash, securities and other assets posted as initial margin
for derivative contracts or contributions to default funds of - -
central counterparty (CCP)

29 NSFR derivative assets - -

30 NSFR derivative liabilities before deduction of variation - 7,303
margin posted

31 All other assets not included in the above categories 1,994,773 2,450,116 95,276

32 Off-balance sheet items 49,199,272 21,989,560

33 Total RSF
34 Net Stable Funding Ratio (%)

Analisis

As of the fourth quarter of 2021 NSFR ratio reached 215.24%, increased by 14.89% compared to the third quarter of 2021. This was mainly
due to increase of RSF by 8.53% greater than the decline in the weighted value of the stable funding availability component (ASF) of 1.73%.

The decrease in the weighted value of the ASF component was mainly due to a decrease in deposits from corporate customers, especially
in the form of time deposits, compared to the previous period. On the other hand, the decline in the RSF component mainly came from a
decrease in credit and maturity profiles of more than 1 year (high weight) as well as a decrease in marketable securities such as export notes.

Bank’s NSFR ratio is above minimum OJK'’s requirement of 100%.
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Reporting Position (December /2021)

Carrying Value By Residual Maturity

Weighted . L . Weighted
Value (in million Rupiah) Value
> 1 Year No Specified Maturity < 6 Months =6 Months - > 1 Year
<1 Year

76,192,805 74,872,775
1,249,094 1,191,229
- 1,843,766 3,363,440 - - - 1,681,720
9,906,769 30,260,996 - 39,684,082 19,866,363 3,527,972 27,792,994
- 827,798 - 10,060,292 - - 1,006,029
- 784,683 - 2,435,545 1,014,915 - 872,789
9,421,651 26,642,455 - 24,629,530 17,132,551 3,005,735 23,435,915
- 510,507 - 696,227 1,716,426 - 1,206,326
485,119 316,258 - 177 2,470 522,237 340,777
- 1,179,295 - 1,862,311 - - 931,156
- 4,084,155 - - - - 3,406,614
- R - - 38,490 38,490
- 43,121 - 6,923 - 37,612
1,477,918 4,020,089 1,810,361 95,109 383,168 1,123,700 3,330,513
10,728,590 591,639 - 48,808,500 30,299,129 9,422,543 713,420
38,029,650 34,785,977
200.35% 215.24%
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33. Liquidity Risk - Encumbrance Asset (ENC)

Assets held or
Description agreed with the
Encumbered Central Bank but
not yet used to
generate liquidity

1 Cash - -
2 Placement with Bank Indonesia - 27,552,619
3 Investment Securities - -
4 Securities purchased with agreement to resell (reverse repo) - 10,060,292
5  Total - 37,612,911

Qualitative Analysis

* Encumbered assets are bank assets restricted, both legally and contractually by the Bank, for supporting liquidity under
stress conditions.
Encumbered assets do not include assets being placed with or pledged to Bank Indonesia but yet to be used to create
liquidity, as stipulated by the POJK on Obligation to Fulfill the Liquidity Coverage Ratio for Commercial Banks.

* Unencumbered assets are assets that qualify as High Quality Liquid Asset (HQLA) as stipulated by the POJK on
Obligation to Fulfill the Liquidity Coverage Ratio for Commercial Banks.

+ Asset placed or pledged to Bank Indonesia but yet to be used to create liquidity are as referred to in the POJK concerning
the obligation to meet the LCR for Commercial Bank.

* As 31 December 2020, the Bank did not have any HQLA position categorized as encumbered assets.

34. Operational Risk - Quantitative Disclosures of Operational Risk using Basic Indicator Approach

Indicator Approach

1 Basic Indicator Approach
Total

Operational risk RWA is calculated using standard approach where it is 12.5 times capital charges. Capital charges
amounted to 15% of average gross income over the three last years. The increase in RWA for operational risk is
caused by the increase of Bank’s average gross income for the last three years.
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(in million Rupiah)

31 December 2021 31 December 2020

Assets held or
agreed with the
Unencumbered Total Encumbered Central Bank but Unencumbered Total
not yet used to
generate liquidity

429,856 429,856 - - 627,207 627,207

- 27,552,619 - 5,404,451 - 5,404,451
23,824,583 23,824,583 - - 19,078,540 19,078,540
- 10,060,292 - 9,292,848 - 9,292,848
24,254,439 61,867,349 - 14,697,299 19,705,747 34,403,046

(in million Rupiah)

31 December 2021 31 December 2020

Average Gross Income

Average Gross Income

in the last 3 years Gl | S RWA in the last 3 years Gyl e RWA
(3) (4) (5) (3) (4) (5)
6,879,739 1,031,961 12,899,511 6,423,205 963,481 12,043,510
6,879,739 1,031,961 12,899,511 6,423,205 963,481 12,043,510
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The global economy is expected to continue its recovery
in 2022 as governments worldwide have loosened
pandemic-related restrictions. Vaccination boosters are
expected to help mitigate the virus spread, but there is
still risk from further outbreaks. The world has also seen
further tensions from the Russia-Ukraine conflict.

The Russia-Ukraine conflict has increased prices of
commodities like energy and food. The IMF said the
conflict could reduce business confidence and add
investor uncertainty, weighing on asset price, tightening
financial conditions, and spurring capital outflows from
emerging markets.

The World Bank forecast global growth to slow to 4.1%
in 2022, after growing 5.5% in 2021, due to COVID-19
resurgence, lower fiscal support, and continued supply
bottleneck. Emerging markets likely see weaker and
more fragile compared to developed
economies, due to lower vaccination rates, tighter fiscal
and monetary policies, and scarring effects from the
pandemic.

recoveries,

Growth in East Asia and Pacific rebounded to an
estimated 7.1% in 2021, but likely decelerates to
5.1% in 2022, reflecting a slowdown in China which is
experiencing lingering effects of the pandemic and
tighter regulations on certain segments of the economy.
China’s economy is forecast to slow to 5.1% in 2022.

Meanwhile, HSBC Global Research forecast Indonesia
to see growth rebound to 5.1% in 2022, after booking a
3.7% growth in 2021, supported by improving domestic
demand and rising commodity prices. The government
has continued to roll out vaccination boosters and has
opened up the economy gradually.

Business sentiment has been positive in the past seven
months amid hopes of strong recovery, as indicated
by the Indonesia Manufacturing Purchasing Managers’
Index (PMI) from IHS Markit which reached 51.3 in
March 2022. Output and news orders increased, and
employment levels rose to support higher production
requirements.

PT Bank HSBC Indonesia

Bank Indonesia said consumer confidence remained
positive as of March 2022, as reflected by the Consumer
Confidence Index at 111.0, due to strong expectations
on future prospects from income to employment. Bl
has kept the benchmark rate at a record low 3.5% to
help support the economy, as inflation remained under
control.

The Financial Services Authority (OJK) has extended
the credit restructuring policy to March 2023 to support
the banking sector. In January 2022 OJK expected loan
growth to reach 7.5% in 2022, after growing 5.2% in
2021, as Bl has continued keeping low interest rates and
eased down payments for property or car purchases,
and the government has provided tax incentives for car
purchases. In April 2022, OJK revised the expectation of
loans growth to 9%.

Restarting infrastructure projects will also support
growth, with the government allocating Rp365.8 trillion
for infrastructure budget in 2022. The plan to move
Indonesia’s capital to Nusantara in East Kalimantan
by 2024 may spur investment into the country as the
government has said it is inviting the private sector
and foreign investors to fund the project. Over 75% of
the new capital will remain green, boding well for the
prospects of electric/hybrid vehicle.

We think Indonesia, with the largest nickel reserves
globally, has the potential to incentivise global producers
to shift battery production to Indonesia, especially as
lithium ion battery production has become far more
nickel intensive over the past few years. Indonesia has
also benefited from its nickel smelters, with 36 smelters
planned to be operated in 2022. Furthermore, stainless
steel mills are usually built next to nickel smelters, which
refine nickel ore into ferro nickel or nickel pig iron, key
inputs for stainless steel. This has led to the surge in
investment in stainless steel mills.
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The omnibus law on job creation enacted in 2020 is
expected to accommodate businesses as it simplifies
regulations to spur investment. Businesses have praised
the law, expecting it can power growth in Indonesia, but
there had been resistance from labour who felt the law is
more favourable for industries. President Joko Widodo
has stood by the law repeatedly as he targeted Indonesia
to become one of the world’s top five economies by
2045. Following the law, the government has also issued
the “positive investment list”, replacing the previous
“negative investment list”, which opens up almost all
business sectors to 100% foreign investment.

Another huge ambition by the Jokowi’s administration
is the plan to make 30 million MSMEs go digital by
2024, from 17.59 million currently, which the banking
sector can capitalise on. The government has said it
wants banks to allocate 30% of lending to MSMEs, up
from 18% currently. Bank Indonesia has introduced an
incentive scheme for banks to provide more financing
access to this sector as MSMEs are deemed to provide a
significant contribution to Indonesia’s national economy
through gross domestic product formation and labour
absorption. Furthermore, some part of MSMEs are also
relatively economically resilient, thereby supporting
financial system and economic stability.

Nevertheless, banks will still face challenges due to
intense competitions in the financial industry, from the
proliferation of financial technology firms and digital
banks backed by big lenders to lower margins and
loan demands. Customer behaviour has also changed
since the pandemic, shifting more and more into digital
channels and cashless payments as the digital economy
continues rising. Tight competitions in the industry
have resulted in more options for customers and forces
the industry to evolve and innovate in order to win the
market share.

2021 Annual Report

In 2021, Indonesia’s internet economy almost doubled
to US$70 billion, from US$47 billion in 2020, according
to a research by Google, Temasek, and Bain & Co. The
number of digital consumers reached 21 million people,
72% of which living in non-metropolitan cities. With
such a strong digital penetration across the country,
businesses should tap into this opportunity to widen
their reach with digital technology.
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GOOD CORPORATE
GOVERNANCE

THE PRINCIPLES OF GOOD CORPORATE
GOVERNANCE IMPLEMENTATION

The concept and practice of Good Corporate Governance
(GCQG) began in the 1990s following the financial crisis in
Asia and Latin America. Experts argued that this crisis
emerged due to the failure of corporates to implement
effective corporate governance. Root causes of that
failure included ineffective legal system, non-existent
accounting and audit standards, poor banking practices,
and inadequate attention to minority shareholders.

The demand for consistent and comprehensive GCG
has risen since those failures. The principles of GCG,
such as Transparency, Accountability, Responsibility,
Independency, and Fairness, also concern for
shareholders, were seen as critical for crisis-affected
companies and economies to become healthier, more
competitive and more dynamic and professional in their
management practices.

In early 1999, GCG started to attract attention in
Indonesia. A Decree by the Coordinating Ministry
of Economic Affairs (No. KEP.31/M.EKUIN/08/1999)
formed the National Committee on Governance (Komite
Nasional Kebijakan Corporate Governance/KNKCG),
which then published Indonesia’s first GCG Guidelines.

The scope of work for KNKCG has been enlarged
to incorporate the issue on public governance, and
changed the name from KNKCG to KNKG (Komite
Nasional Kebijakan Governansi), which is stated in the
Decree by the Coordinating Ministry of Economic Affairs
No. KEP-49/M.EKON/11 year 2004 and revised in the
Decree of Coordinating Ministry of Economic Affairs No.
117 Year 2016.

Since then, Bank Indonesia has issued provisions on
the implementation of GCG through Bank Indonesia
(Bl) Regulation No. 8/4/PBI/2006 dated 30 January
2006 regarding the Implementation of Good Corporate
Governance for Commercial Banks, which was
subsequently replaced by Bl Regulation No. 8/14/PBI/2006
dated 5 October 2006 regarding the Implementation
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of Good Corporate Governance for Commercial Banks
and BI Circular Letter No. 15/15/DPNP dated 29 April
2013 regarding the Implementation of Good Corporate
Governance for Commercial Banks. At the end of 2016,
these Regulation and Circular Letter were revoked
and replaced by the Indonesia Financial Services
Authority (Otoritas Jasa Keuangan/OJK) Regulation
No. 55/POJK.03/2016 dated 7 December 2016 and OJK
Circular Letter No. 13/SEOQJK.03/2017 dated 17 March
2017 regarding Implementation of Good Corporate
Governance for Commercial Banks.

In line with the issuance of OJK Regulation No. 18/
POJK.03/2014 dated 18 November 2014 regarding
the Implementation of Integrated Governance for
Financial Conglomeration and OJK Circular Letter
No. 15/SEOJK.03/2015 dated 25 May 2015 regarding
the Integrated Corporate Governance for Financial
Conglomeration, and followed by the successful
integration of the Bank with Foreign Bank Branch Office
The Hongkong and Shanghai Banking Corporation
Limited, Jakarta Branch, the Bank has reviewed and
made several adjustments as well as improvements
to the structure and infrastructure, among others
by establishing the Bank as the Main Entity in HSBC
Financial Conglomeration in Indonesia.

GOVERNANCE STATEMENT

The Bank’s Governance Structures are based on the Law
No 40/2007 on Limited Liability Companies (Company
Law), which consist of three bodies: the General Meeting
of Shareholders (GMS) which is an ultimate forum for
the shareholders, the Board of Commissioners, and the
Board of Directors.

The Bank fully understands that the implementation
of GCG principles to the Company’s operation is a
prerequisite for the organisation to grow in a healthy
way. During 2021, the Bank continued its ongoing
commitments to GCG. Accordingly, the Bank was able to
improve financial performance and protect the interests
of shareholders both in the short and long term without
neglecting the interests of other stakeholders.
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The Bank continues to align its governance structures
and procedures in line with OJK regulations on GCG.
This includes the Company’s values, resources capacity,
and approach to Risk.

GOOD CORPORATE GOVERNANCE
PRINCIPLES

The Bank is committed to the five principles of GCG.
These underpin the implementation of GCG and are
essential for the Bank to achieve its vision and goals.

1. Transparency

Transparency concerns the following areas: the
quality of information given by the Bank; transparent
decision-making; open disclosure of information;
the ongoing provision of accurate, accessible, and
comprehensible information to stakeholders; and the
conduct of business in an objective and professional
manner in support of the Bank’s customers.

2. Accountability
Accountability concerns the evaluation of the
performance of the Bank's supervisory bodies,
including the Board of Commissioners and the Board
of Directors, and depends on healthy, measurable
and professional management.

3. Responsibility
Responsibility on the implementation of GCG
principals is the Bank’s commitment to comply
with the prevailing regulations continuously. In
addition, the Bank continuously implements healthy
and accountable management of its people and
environment.

4. Independency
Independence requires the Bank's management
to be free from conflict of interests and third-
party interventions that are inconsistent with the
prevailing laws and regulations. Each of the Bank’s
departments and functions - and their subordinates -
are independent in order to avoid undue dominance
over fellow employees and ensure that staff can
exercise their duty and responsibility with objectivity
and professionalism, with undue influence from
other parties.

5. Fairness
The principle of fairness is continuously
implemented by the Bank in accordance with
applicable agreements and regulations by providing
fair and equal treatment and opportunities towards
all stakeholders.
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THE OBJECTIVE OF GOOD CORPORATE
GOVERNANCE IMPLEMENTATION

To strengthen its competitiveness position, the Bank
continuously implements strategies that are in line
with the business plan. The advantage obtained from
this competitive improvement will eventually attract
customers’ interest and trust. This will help the Bank
to grow sustainably in the long term. Through the
implementation of GCG, the Bank aims to improve
the value added to all parties of interests with these
following purposes:

1. Increasing efficiency and effectiveness; supporting
the sustainability of organisations to improve the
welfare of all shareholders, stakeholders, and
employees; and providing effective solutions to face
future challenges.

2. Establishing the Bank as a legitimate entity that's
managed in fair, open, and responsible manners.

3. Maintaining and protecting all shareholders and
stakeholders’ rights and responsibilities.

4. Increasing the value of the Company and all
stakeholders.

5. Improving the efficiency and the effectivity of the
performance of the Board of Commissioners, the
Board of Directors, and the Company’s management

GOVERNANCE ASSESSMENT

The GCG assessment conducted by the Bank is to
measure the success of GCG implementation towards the
Bank performance by comparing it to the best practices
and identifying GCG practices that need to be improved
to reach the ideal results of GCG implementation. Every
semester, the Bank conducts self-assessments on GCG
in which the result is sent to the regulator.

In the period between June and December 2021, the
Bank's GCG assessment is within the composite of
“2" or attained the “Good” category. The soundness
level shows that the Bank overall has implemented the
Good Corporate Governance. The Bank has conducted
the Corporate Governance in good manners but will
continue to improve to ensure a better corporate
governance in place in accordance with the TARIF
principles (Transparency, Accountability, Responsibility,
Independency and Fairness). The improvement is
monitored and performed effectively and efficiently by
the management.
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The Bank’s business activities have been conducted in
fair manners. The results of GCG self-assessments are
included in the comprehensive Bank Soundness Level
evaluation and have been discussed with Financial
Services Authority’'s Supervision Team. There were
some minor shortcomings in the implementation of
GCG conducted by the Bank that do not have significant
impact and could be addressed immediately.

GOOD CORPORATE GOVERNANCE
STRUCTURES

To ensure that the principles of GCG are implemented
smoothly, the Bank has formulated the GCG Structures.
In formulating GCG Structure, the Bank always strives
to complete all elements needed to implement GCG and
achieve desired results. The structures include some
important aspects that are needed to improve the control
and the management of the Bank.

The structures consist of the main organs, which
are the General Meeting of Shareholders, the Board
of Commissioners, the Board of Directors, and the
supporting organs, including Internal Audit, Corporate
Secretary, the Committees under the Board of
Commissioners, including Audit Committee (AC),
Remuneration and Nomination Committee (RNC), and
Risk Oversight Committee (ROC), Integrated Corporate
Governance Committee (in implementation of integrated
corporate governance for HSBC Indonesia financial
conglomeration) and the Committees under the Board
of Directors, such as Credit Committee, Assets and
Liabilities Committee, Risk Management Committee,
Information Technology, Operational, and Services
Steering Committee, Financial Crime Risk Management
Committee, People Committee and Integrated Risk
Management Committee.

The structures comply with the provisions on limited
liability companies in Indonesia and the regulation on
implementation of GCG for commercial bank.

GENERAL MEETING OF SHAREHOLDERS
General Meeting of Shareholders (GMS) is the highest
authority in the Bank. In the GMS, shareholders are
authorised to evaluate the performance of the Board
of Commissioners and the Board of Directors, to give
approval for the annual report, to appoint and dismiss
members of the Board of Commissioners and the Board
of Directors, to specify compensation and allowances for
the Board of Commissioners and the Board of Directors,
and to appoint Independent Auditor. Annual GMS is held
once every year and in 2021, the Bank has held Annual
GMS on 30 June 2021.
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Annual GMS held on 30 June 2021, had set out agenda,

as follows:

1. Approval and ratification of 2020 Company’s Annual
Report, including Company’s Financial Statement,
the Board of Directors report and Supervisory
Duties of the Board of Commissioners Report, for
the financial year ended 31 December 2020, and
granting release and discharge (“volledig acquit et
decharge”) to all members of the Board of Directors
and the Board of Commissioners for management
and supervision performed in the financial year
ended 31 December 2020;

2. Determination of the utilization of the Company’s net
profit for financial year ended 31 December 2020;

3. The change on the composition of members of the
Board of Directors of the Company.

4. Approval and ratification of the remuneration
package for the Board of Directors and the Board of
Commissioners for 2021 financial year;

5. Appointment of the Public Accountant and Public
Accountant Firm to audit the Company’s books for
the financial year ended 31 December 2021 and
determination of relevant honorarium and other
requirements related to the appointment;

6. Approval on the Updated Company’s Recovery
Plan, to comply with Article 31 of the Indonesia
Financial Services Authority Regulation Number 14/
POJK.03/2017; and

7. Report of the Company’s Sustainable Finance
Action Plan (RAKB), to comply with Article 6 of the
Indonesia Financial Services Authority Number 51/
POJK.03/2017.

Bank held 1 (one) Extraordinary GMS on 20 August 2021
to approve the changes on the composition of members
of the Board of Commissioners of the Company.

BOARD OF COMMISSIONERS

Under the Company Law, the Board of Commissioners is
anorganinBankwho responsible for supervising publicly
and / or specifically in accordance with the articles of
association and advising the Board of Directors. The
Board of Commissioners has the duty and responsibility
to oversee and advise the Board of Directors in all
matters concerning company policy. In performing its
duties, the Board of Commissioners exercises its right
to monitor and review the performance of the Board of
Directors.

Based on Term of Reference of Board of Commissioners
on Board of Commissioners decree number 011/SK/
KOM/VII/2021 which has been approved by the Board of
Commissioners at the Board of Commissioners meeting
dated 26 August 2021, the duties and the responsibilities
of the Board of Commissioners are as follows:

2021 Annual Report



Good Corporate Corporate Corporate Sustainability Financial

Governance Sustainability Data Report Statements
A

a. Oversee the management of the company by the In connection with the duties of the Board of
Board of Directors and give approval to the Bank's Commissioners referred to above, the Commissioner is
annual work plan, prior to the starting of the year. obliged to:

b. Conduct duties as regulated by the applicable laws, a. Supervise the implementation of the Bank’s annual
the Articles of Association, the applicable laws and/ work plan.
or the decisions of the GMS. b. Follow the development of the Bank’s activities, and

c. Conduct duties and responsibilities as regulated in the event the Bank shows signs of setbacks, report
by the Bank’s Articles of Association and GMS’ the condition through GMS and provide suggestions
decisions. regarding corrective actions.

d. Research and review the annual reports prepared by c. Providing opinions and suggestions for GMS
the Board of Directors, and as well as executing the regarding every matter considered crucial for
annual report. managing the Bank.

e. Comply with the Articles of Association and d. Conduct other supervisory duties as determined by
regulations, as well as implement the principles the GMS.
of  professionalism, efficiency, transparency, e. Provide feedback on periodic reports prepared
independence, accountability, accountability, and by the Board of Director at any time regarding the
fairness. Bank’s development.

The Composition of the Board of Commissioners
The composition of the Bank’s Board of Commissioners as of 31 December 2021 is as follows:

President Commissioner Matthew Kneeland Lobner!
President Commissioner Martin John Haythorne?

Vice President Commissioner and Independent Commissioner Hanny Wurangian
Commissioner Mark Thomas McKeown
Independent Commissioner Umar Juoro

Independent Commissioner Catherinawati Hadiman Sugianto
Commissioner Mark Trevor Surgenor

! Resignation become effective if and when the appointment of Mr. Martin John Haythorne as the new President Commissioner has become
effective,

2 Effective from the date determined by the Company after receiving approval from Financial Services Authority’s (Otoritas Jasa Keuangan/OJK)
for Fit and Proper Test with due observance to the prevailing laws and regulations.

Board of Commissioners Meeting

During 2021, the Board of Commissioners has held 10 (ten) meetings, consist of 6 (six) Board of Commissioners
meetings and Board of Directors 24 February 2021, 22 April 2021, 28 June 2021, 26 August 2021, 25 October 2021, 25
November 2021 and 4 (four) Board of Commissioners Meeting on 24 February 2021, 22 April 2021, 26 August 2021,
25 October 2021, 25 November 2021. The percentage of attendance at the Board of Commissioners meetings is as
follows:
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The Board of Commissioners Meeting

Number of Meeting in

No Name

accordance with the Attendance % Attendance
Effective Period
1 Matthew Kneeland Lobner 10 10 100%
2 Hanny Wurangian 10 10 100%
3 Mark Thomas McKeown 10 10 100%
4 Umar Juoro 10 10 100%
5 Catherinawati Hadiman Sugianto 10 10 100%
6 Mark Trevor Surgenor” 8 8 100%

*)  Effectively serves as Commissioner of the Bank since 23 March 2021

Committees Under the Board of
Commissioners

In conducting their duties, the Board of Commissioners
is assisted by 3 (three) Executive Committees, which
are Audit Committee, Risk Oversight Committee, and
Remuneration and Nomination Committee.

Audit Committee

The Audit Committee is formed by and is responsible
to the Board of Commissioners in assisting the Board
of Commissioners to perform duties and functions.
The Audit Committee is chaired by an Independent
Commissioner and at least consists of 2 (two) external
independent parties with specific expertise as required
by the regulations.

Audit Committee Responsibilities

Based on Term of Reference of Audit Committee on

Board of Commissioners Decree No. 003/SK.DEKOM/

111/2020 which has been annually reviewed and approved

to be used in Board of Commissioners Meeting dated

25 October 2021 and subject to OJK regulation No.

55/POJK.03/2016 dated 7 December 2016 regarding

Implementation of Good Corporate Governance for

Commercial Bank, Audit Committee shall be obligated

to perform, at least:

1. To perform monitoring and evaluation upon the
planning and performance of as well as monitoring
upon the follow up of result of audit in the framework
of assessing the adequacy of internal control,
including adequacy of process of financial reporting.

2. Inthe framework of performing the duties as referred
to the above paragraph, Audit Committee shall be
obligated to perform monitoring and evaluation at
least to the:

a. Performance of duties of internal audit work unit.

b. Conformity of performance of audit by public
accounting firm with audit standards.

c. Conformity of financial statements with the
financial accounting standards.
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d. Performance of follow up by the Board of
Directors upon the result of finding of internal
audit work unit, public accountant, and result of
OJK supervision,
in order to provide recommendation to the Board
of Commissioners.

3. Audit Committee shall be obligated to provide
recommendations regarding the appointment of
public accountant and public accounting firm to the
Board of Commissioners to be submitted to the GMS

In relation with internal audit function Implementation,

the Audit Committee is responsible:

a. To monitor and review the effectiveness of the
internal audit.

b. To evaluate the performance of the Internal Audit
function.

c. To ensure the Internal Audit function communicates
with the Board of Directors, the Board of
Commissioners, external auditors, and OJK.

d. To ensure that Internal Audit function works
independently.

e. To provide recommendations to the Board of
Commissioners on preparation of the audit plan,
scope and budget of the Internal Audit.

f. To review audit reports and ensure the Board of
Directors takes appropriate corrective actions
immediately to overcome weaknesses in control,
fraud, compliance issues to policies, laws and
regulations, or other issues identified and reported
by the Internal Audit.

g. To provide recommendation to the Board of
Commissioners regarding overall annual Internal
Audit remuneration and performance rewards.

h. To ensure Internal Audit upholds integrity.

The Audit Committee has authorities and responsibilities

related with Financial Report as follow:

a. Monitoring the integrity of and critically assessing
the financial statements of the Company, Pillar
3 disclosures (if applicable), and any formal
announcements and supplementary regulatory
information relating to the Company’s financial
performance.
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b. Reviewing, and considering changes to, significant d. Provide recommendation for the Board of
accounting policies, including Pillar 3 disclosure Commissioners’ consideration in approving the
policies and practices, as applicable. Internal Audit Charter.

c. Reviewing, and reporting to the Board of e. Provide recommendation for the Board of
Commissioners on, significant accounting Commissioners’ consideration of the appointment
judgements and adjustments. of external independent parties to perform periodic

d. Reviewing going concern assumptions and any review of internal Audit performance.
qualifications.

e. Reviewing, as applicable, compliance with The Audit Committee has authorities and responsibilities
accounting standards, listing rules, Pillar 3 disclosure related with External Audit as follow:
requirements and other requirements. a. Review the terms of appointment, re-appointment,

f. Reviewing disclosure that describes the work of the or removal of the external auditor and approve their
Committee and of areas of special interest. remuneration and terms of engagement, subject to

g. Reviewing comment letters from regulatory acknowledgement by the Board of Commissioners
authorities. and approval by the Company’s shareholder.

h. Reviewing matters as advised by Internal Audit, any b. Review and monitor the external auditor's
other function or the external auditor. independence, objectivity and the effectiveness of

i. Reviewing any significant or unusual items that may the audit process, considering relevant professional,
need to be highlighted in the annual report, or its regulatory and other requirements.
local equivalent, by the external auditor. c. Oversee the rotation of audit partners/ external

j. Reviewing the adequacy of resources and expertise auditors.
as well as succession planning for the local Finance d. Review the external auditor’s report on the progress
function. of the audit, its management letter, any material

k. Advising the Board of Commissioners that the queries raised by the external auditor to management
annual report, taken as a whole, is fair, balanced (and their responses). Any material risk or internal
and understandable and provides the information control issues shall be referred to the Risk Oversight
necessary for shareholders to assess the Company’s Committee, as appropriate.
position and performance, business model and e. Discuss with the external auditor the approach,
strategy. nature, and scope of their audit and reporting

I. Reporting to the Board of Commissioners on the obligations throughout the audit process.
Company’s compliance with all applicable corporate f. Oversee the implementation by management of the
governance codes or standards in relation to HSBC Group policy for the engagement of former
financial reporting. employees/contractors of the external auditor.

m. Providing assurances to the Board of Commissioners

regarding compliance by the Company with relevant
regulations relating to financial reporting.

The Audit Committee has authorities and responsibilities
related with Internal Audit as follow:

a.

Provide consideration on any major findings
of internal investigations and management’s
response, to assist the Board of Commissioners
and management in protecting the Group’s assets,
reputation and sustainability and ensure the
effectiveness of relevant risk management and
governance processes;

Provide recommendation for the Board of
Commissioners and the management’s consideration
in ensuring the alignment of the annual Internal
Audit plan with the key risks of the business and
budget allocation;

Provide recommendation for the Board of
Commissioners’ consideration in the appointment
and resignation of Internal Audit Head.
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The Audit Committee has authorities and responsibilities
related with Internal Control as follow:

a.

Review the effectiveness of the Company’s internal
financial controls.

Consider any findings of major investigations of
internal control over financial reporting matters,
management’s response and the conclusions of any
testing carried out by internal or external auditors.
Review any annual report, and other reports as
required by applicable laws and regulations, from
the President Director and Finance Director that such
persons have disclosed to the Audit Committee and
to the external auditor all significant deficiencies
and material weaknesses in the design or operation
of internal controls over financial reporting which
could adversely affect the Bank’s ability to record
and report financial data and any fraud, whether
material or not, that involves management or other
employees who have a significant role in internal
financial controls.
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d. Endorse the content of the statement relating to

internal financial controls in the annual report,
or its equivalent, for submission to the Board of
Commissioners.

The Audit Committee has authorities and responsibilities
related with Whistleblowing as follow:

a.

Oversee the implementation of the Group’s policies
and procedures as long as not conflicted with the
prevailing rules and regulation for capturing and
responding to whistleblower concerns.

Oversee the implementation of appropriate
procedures to ensure confidentiality, protection and
fair treatment of whistleblowers.

Routinely review reports arising from the operation
of the whistleblowing policies and procedures.
Ensure that arrangements are in place for the
proportionate and independent investigation of such
matters and for follow-up action.

Annually review the operation and effectiveness of the
arrangements by, which staff may, in confidence, raise
concerns secretly.

Other Responsibilities of Audit Committee

1.

Half-Yearly Certificates to the Group Audit Committee
To provide half-yearly certificates in the form
required by the Group Audit Committee to the Audit
Committee of a Principal Subsidiary in the region with
oversight over the bank by providing documentation
or provide assurances as requested by the Group
Audit Committee and/or the Audit Committee of a
Principal Subsidiary in the region with oversight over
the Company from time to time including: providing
periodic certifications, adopting best practice, being
forthcoming in sharing information as long as not
conflicting with prevailing laws and regulations, and
interacting with the Group Audit Committee and/or
the audit committee of a Principal Subsidiary in the
region with oversight over the bank and/or its Chair
on a regular basis.

Annual Review of Terms of Reference and Committee
Effectiveness

Audit Committee shall review annually its terms of
reference and its own effectiveness and recommend
to the Board of Commissioners any necessary
changes.
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Audit Committee shall report to the Board of
Commissioners about how Audit Committee
has discharged its responsibilities and will make
recommendations on any action(s) needed to
resolve concerns or make improvements.

3. Material DeviationAs long as not conflicting with
prevailing rules and regulations, Audit Committee of
a Principal Subsidiary in the region with oversight
over the bank, will be requested to review and
provide advice on material deviations from the core
terms of reference.

4. Reporting to Board of Commissioners
Audit Committee will report to the Board of
Commissioners on the matters set out in these
terms of reference and will provide the Board of
Commissioners such additional assurance as it may
reasonably require regarding the effectiveness of
the company’s finance and audit functions.

5. Overlapping responsibilities

Where there is a perceived overlap of responsibilities
between Audit Committee and another committee
of the Board of Commissioners, the respective
committee Chairs shall have the discretion to
agree the most appropriate committee to fulfil
any obligation. An obligation under the terms of
reference of any committee will be deemed by the
Board of Commissioners to have been fulfilled,
provided it is dealt with by any other committee.

Composition of Members of the Audit Committee
Audit Committee consists of five (5) independent
members. Per 31 December 2021, the Audit Committee
composition is as follow:
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1 Catherinawati Hadiman Chairman of the Audit Committee
Sugianto (Independent Commissioners)

2 Hanny Wurangian Member of the Audit Committee
(Vice President Commissioner and Independent Commissioner)

3 Umar Juoro Member of the Audit Committee
(Independent Commissioners)

4 Ubaidillah Nugraha Member of the Audit Committee
(Independent party with expertise in finance)

5 Kartini Sally Member of the Audit Committee
(Independent party with expertise in banking)

Meeting

During 2021, the Audit Committee has held 5 (five) committee meetings on 24 February 2021, 22 April 2021, 26 August
2021, 25 October 2021, 25 November 2021. The percentage of attendance at the Audit Committee meetings is as

follows:

Audit Committee Meeting
\[o) Name

Number of Meetings Attendance % Attendance
1 Catherinawati Hadiman Sugianto” 3 3 100%
2 Hanny Wurangian 5 5 100%
3 Umar Juoro 5 5 100%
4 Yustrida Bernawati* 0 0 100%
5 Ubaidillah Nugraha 5 5 100%
6 Kartini Sally™* 5 5 100%

" Based on BOD Circular resolution no 006/SKS/DIR/VII/2021, the effectively serves as member of Audit Committee of the Bank was as of

29 July 2021.

" Based on BOD Circular resolution no 004/SKS/DIR/II/2021, his term of office as member of Remuneration and Nomination Committee of

the Bank has ended as of 31 January 2021.

" Based on BOD Circular resolution no 004/SKS/DIR/I1/2021, the effectively serves as member of Audit Committee of the Bank was as of

16 February 2021.

Risk Oversight Committee

The Risk Oversight Committee is formed by and is
responsible to the Board of Commissioners in assisting
the Board of Commissioners to perform duties and
functions.

The Risk Monitoring Committee is in accordance
with the FSA Regulation No.55/POJK.03/2016 dated 7
December 2016 concerning Implementation of GCG for
Commercial Banks.

Risk Oversight Committee Responsibilities

Based on Term of Reference of Risk Oversight
Committee on Board of Commissioners decree number
011/SK/KOM/V/2019 which has been annually reviewed
and approved to be used in Board of Commissioners
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Meeting dated 25 August 2021 and Subject to OJK

regulation number 55/POJK.03/2016 dated 7 December

2016 concerning Implementation of Good Corporate

Governance for Commercial Bank, Risk Oversight

Committee has following responsibilities, authorities,

and policies as follow:

1. Evaluation to the conformity between policy on risk
management and implementation of policies of the
Bank,

2. Monitoring and evaluation to the performance of
duties of Risk Management Committee and risk
management work unit,
in order to provide recommendation to the Board of
Commissioners.
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The Committee shall be accountable to the Board
of Commissioners and shall have responsibility for
oversight and advice to the Board of Commissioners on:
1. Risk-Related Matter

a.

To oversee and advise the Board of
Commissioners on risk-related matters, including
both financial and non-financial risks.

To review and provide independent challenge
on risk management reports, including the
Bank’s enterprise risk reports, which enable Risk
Oversight Committee to:

Assess the Bank’s risk profile and how the risks
arising from the Bank’s businesses are controlled,
monitored and mitigated.

Focus on current and forward-looking risks and
enable Risk Oversight Committee to assess the
Bank’s vulnerability to unidentified risks.
Oversee the conduct framework and outcomes,
to ensure the Bank delivers fair outcomes for
customers and does not disrupt the orderly and
transparent operation of financial markets.
Provide such additional assurance as the Board
of Commissioners may require regarding the
reliability of risk information.

2. Risk Appetite

a.

To satisfy itself that risk appetite informs the
bank’s strategy and business plans and that
account has been taken of the macroeconomic
and financial environment, drawing on financial
stability assessments and other authoritative
sources that may be relevant.

To advise the Board of Commissioners on risk
appetite and risk tolerance related matters.

To review and recommend the Bank's Risk
Appetite Statement at least annually to the Board
of Commissioners for approval.

To receive reports where appropriate, to ensure
the Bank's approach to the determination
of its risk appetite is in line with regulatory
requirements.

If and when requested by the Board of
Commissioners, to consider and advise the
Board of Commissioners on the risks associated
with proposed strategic acquisitions/disposals
and associated due diligence, focussing in
particular on risk aspects and implications for the
risk appetite and tolerance of the Bank.

Upon the request of the Board of Commissioners
or other committee that oversees remuneration
matters, to advise on alignment of remuneration
with risk appetite.
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To consider and advise the Board of
Commissioners on the risks relating to cyber
security and information security.

To review and advise the Board of Commissioners
on the risks relating to the Bank's IT and
operational resilience programmes.

Stress Testing

To review and satisfy itself that the Bank’s stress
testing framework, governance and related internal
controls are robust.

Enterprise

Risk Management Framework and

Internal Control System

a.

To annually review the Bank’s enterprise risk
management framework and satisfy itself that it
is operating effectively across the Bank.

To review the effectiveness of internal control
systems (other than internal financial control
system).

To embed and maintain a supportive risk
culture, which includes a strong internal control
environment.

In executing the above, Risk Oversight Committee
shall:

a.

Ensure there are adequate controls for
compliance with HSBC Group and Bank policies.
Consider any material findings from regulators
relating to risk governance, conduct of business,
risk assessment or management processes.
Ensure that the controls relating to regulatory
compliance risk are adequate.

Risk Management Director and Risk Management
Function

a.

To monitor the effectiveness and independence
of Risk Management Director and to ensure the
risk management function is of sufficient stature,
is independent of the business and is adequately
resourced.

To recommend to the Board of Commissioners
the appointment or removal of Risk Management
Director.
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6. Internal Audit information as long as not conflicting with prevail

7.

a. Toreview reports from Internal Audit that provide
assurance on the adequacy of internal control
processes.

b. To ensure that the Audit Committee is advised
of Risk Oversight Committee’s work in relation
to Internal Audit reports and, in particular, any
shortcomings perceived in the scope or adequacy
of the work of Internal Audit.

External Audit

To review any issue raised by the external auditor
in respect of the audit of Bank’s annual report
(and management’s response) which relates to the
management of risk or internal control system (other
than internal financial control system).

Annual Report Where applicable, to review and
endorse the content of the Risk Management
Committee report or statements contained in the
annual report relating to internal controls (other
than internal financial control systems) and viability,
including the assessment of principal risks facing the
bank. Risk Oversight Committee shall focus on the
following:

a. The Bank's risk disclosures, including the
articulation of strategy within a risk management
context, inherent risks to which the strategy
exposes the bank, the associated risk appetite
and tolerance and how actual risk appetite is
assessed over time.

b. Forward looking information indicating the
expected impact of potential risks facing the
Bank.

c. Thedescription of how risk is managed across the
Bank and the role of Risk Oversight Committee in
providing oversight.

Other Responsibilities of Risk Oversight Committee

a.

Half-yearly Certificates to the Group Risk Committee
To provide half-yearly certificates in the form required
by the Group Risk Committee to the risk committee
of a Principal Subsidiary in the region with oversight
over the Company by providing documentation or
provide assurances as requested by the Group Risk
Committee and/or the risk committee of a Principal
Subsidiary in the region with oversight over the bank
from time to time including: periodic certifications,
adopting best practice, being forthcoming in sharing
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laws and regulations, and interacting with the
Group Risk Committee and/or the risk committee of
a Principal Subsidiary in the region with oversight
over the Company and/or its Chair on a regular basis.

Annual Review of Terms of Reference and Committee
Effectiveness

Risk Oversight Committee shall review annually its
terms of reference and its own effectiveness and
recommend to the Board of Commissioners any
necessary changes.

Risk Oversight Committee shall report to the Board
of Commissioners how Risk Oversight Committee
has discharged its responsibilities and will make
recommendations on any action(s) needed to
resolve concerns or make improvements.

Material Deviation

The Risk Committee of a Principal Subsidiary in
the region with oversight over the Bank, will be
requested to review and provide advice on material
deviations from the core terms of reference.

Reporting to Board of Commissioners

Risk Oversight Committee will report to the Board
of Commissioners on the matters set out in these
terms of reference and will provide the Board of
Commissioners such additional assurance as it may
reasonably require regarding the effectiveness of
the risk management functions.

Overlapping responsibilities

Where there is a perceived overlap of responsibilities
between Risk Oversight Committee and another
committee of the Board of Commissioners, the
respective committee Chairs shall have the discretion
to agree the most appropriate committee to fulfil
any obligation. An obligation under the terms of
reference of any committee will be deemed by the
Board of Commissioners to have been fulfilled,
provided it is dealt with by any other committee.

PT Bank HSBC Indonesia
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The Risk Oversight Committee consists of four (4) independent members. In 2021, the Risk Oversight Committee’s

composition is as follow:

I S

Umar Juoro

Chairman of the Risk Oversight Committee

(Independent Commissioners)

2 Catherinawati Hadiman Member of the Risk Oversight Committee
Sugianto (Independent Commissioner)
3 Ubaidillah Nugraha Member of the Risk Oversight Committee
(Independent party with expertise in finance)
4 Kartini Sally Member of the Risk Oversight Committee
(Independent party with expertise in risk management)
Meetings

During 2021, the Risk Oversight Committee has held 4 (four) meetings on 24 February 2021, 22 April 2021, 26 August
2021, 25 October 2021. The percentage of attendance at The Risk Oversight Committee meetings is as follows:

N Risk Oversight Committee Meeting
ame

Umar Juoro 100%
2 Catherinawati Hadiman Sugianto 4 4 100%
3 Yustrida Bernawati* 0 0 100%
4 Ubaidillah Nugraha 4 4 100%
5 Kartini Sally** 4 4 100%

" Based on BOD Circular resolution no 005/SKS/DIR/I1/2021, the term of office as a member of Risk Oversight Committee of the Bank has ended as

of 31 January 2021

" Based on BOD Circular resolution no 005/SKS/DIR/II/2021 Effectively serves as member of Risk Oversight Committee of the Bank as of 16

February 2021

Remuneration and Nomination Committee

In accordance with regulation of the Indonesian Financial
Services Authorities and other banking authorities, the
Board of Commissioners is required to establish among
others, the Remuneration and Nomination Committee
in order to support the implementation of their duties
and responsibilities effectiveness. In the context of the
implementation of the duties and responsibilities, the
Remuneration and Nomination Committee shall have
an internal policy which includes work guideline and
procedure which should be known and bind every
member of the Committee.

The purpose of this Committee is to oversight of matters

related to remuneration impacting the Bank, particularly

for:

1. Overseeing the implementation and operation of the
Bank’s remuneration framework;

2. Ensuring that the remuneration framework does not
breach any law, policies or regulations;

3. Ensuring that the remuneration framework is in line
with the risk appetite, business strategy, culture and
values, and long-term interests of the Bank;
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4. Ensuring that the remuneration framework is
appropriate to attract, retain and motivate individuals
of the quality required to support the success of the
Bank.

Duties and Responsibilities of the Remuneration and
Nomination Committee

Based on Term of Reference of Remuneration and
Nomination Committee on the Board of Commissioners
decree number 007/SK/DEKOM/INI/2020 dated 2 March
2020 which has been reviewed annually and approved
for reuse at the Board of Commissioners meeting on
26 August 2021, the Remuneration and Nomination
Committee shall have the following responsibilities,
powers, authorities and discretion:

1. To consider remuneration matters for the Bank in the
context of the Bank’s remuneration framework, and
provide advice on the application of the framework
to the Bank in the context of regulations and market
conditions
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To perform evaluation to remuneration guidance
based on performance, risk, fairness compared to
peer group, the Bank’s long-term target and strategy,
fulfilment of reserves as stipulated in the prevailing
regulation;

To complete the annual pay review process of the

Bank by:

a. Considering the relevant issues that were
taken into account in agreeing remuneration
funding and proposals relevant to the Bank, and
escalate any matters of concern to the Board of
Commissioner as applicable; and

b. Reviewing and recommend (prior to, in
certain cases, final approval by the Board
of Commissioner) performance-based
remuneration and to provide feedback to the
Board of Commissioner as appropriate.

To provide evaluation result and recommendation to

the Board of Commissioners in respect of:

a. Remuneration policy for the member of the
Board of Directors and the member of the Board
of Commissioners to be proposed to the GMS;

b. Remuneration policy to all employee to be
advised to the Board of Directors;

To ensure that remuneration policies, practices and
procedures are in line with the business strategy,
objectives, culture, values and long-term interests of
the Bank;

To prepare and provide recommendations on
the system and procedure of selecting and/or
replacing the Board of Directors and the Board
of Commissioners members to the the Board of
Commissioners and reported in the GMS;

To provide recommendations on the candidate of the
member to the Board of Directors and/or candidate
of the member to the Board of Commissioners to the
Board of Commissioners and reported in the GMS;

To provide recommendation on the candidate of the
Independent Party who will assume the role as Audit
Committee and Risk Oversight Committee to the the
Board of Commissioners;

To ensure that personnel who provide services to the
Company are remunerated in a way that supports
sound and effective risk management and the long-
term interests of the Bank;
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10. To ensure that the remuneration policy as applied to

11.

the Bank comply with, and are subject to review as
required by the prevailing regulations;

To review performance-based remuneration by
reference to corporate goals and objectives resolved
by the Board of Commissioners from time to time,
and to consider the relevantissues, if any, in agreeing
remuneration funding and proposals relevant to
the Bank so as to complete the annual pay review
process of the Bank.

Responsibility Related to Regulatory, Risk and Audit

1.

Reviewing any matters relating to remuneration

that need to be reported to Board of Commissioner,

shareholders and regulators, and assessing that

there are effective safeguards in place to ensure that

remuneration policies, practices and procedures are:

a. Clearly aligned with the Bank’s risk appetite;

b. Consistent with and promotes the sound and
effective risk management of the Bank;

c. Avoid risk-taking that exceeds the
tolerated risk of the Bank;

d. Avoid the Bank to bear any risk that would
undermine its ability to comply with regulatory
and other legislative requirements

level of

This includes the review and approval of:

a. the content of the Remuneration Report (if any)
in the annual report and accounts (or equivalent)
of the Bank for submission to the the Board of
Commissioners as a whole; and

b. any material report required by the regulators
from the Remuneration and Nomination
Committee on the Bank’s remuneration approach;

To seek confirmation and advice from the Bank’s
Risk Management Committee or Risk Management
Director, as appropriate, on the alignment of risk
and remuneration and, as necessary, any relevant
adjustments for risk to be considered in respect of
the variable pay pool and remuneration outcomes.
In the event of any difference of view, appropriate
risk adjustments should be recommended by the
President Commissioner for further consideration;

To ensure that the remuneration policies, practices

and procedures:

a. are consistent with and promote the sound and
effective risk management of the Bank;

b. do not encourage risk-taking that exceeds the
level of tolerated risk of the Bank, and;

c. do not encourage the Bank to bear any risk that
would undermine its ability to comply with any
regulatory obligation;
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Operation of the Remunaration and Nomination
Committee

1.

Composition of Remuneration and Nomination Committee:

The Committee shall review annually the Committee’s
terms of reference and its own effectiveness and
recommend any necessary changes for approval
of the the Board of Commissioners and in the case
of any material deviation from the core terms of
reference for subsidiary remuneration committees,
notification to the the Board of Commissioners.
Annually, the Remuneration and Nomination
Committee shall report and inform the Board
of Commissioners on how the Remuneration
and Nomination Committee has discharged its
responsibilities and will make recommendations on
any action(s) needed to resolve concerns or make
improvements.

The Remuneration and Nomination Committee may
retain special counsel, advisers, experts or other
consultants from time to time to assist consideration
of any other matters which the Remuneration and

Nomination Committee believes are required in
keeping its responsibilities. The Remuneration and
Nomination Committee may obtain such professional
external advice as it shall deem appropriate to take
account of relevant experience outside the Company
and challenge its analysis and assessment. Any such
appointment shall be made through the Corporate
Secretary, who shall be responsible, on behalf of the
Remuneration and Nomination Committee, for the
contractual arrangements and payment of fees by
the Bank.

Where there is a perceived overlap of responsibilities
between the Remuneration and Nomination
Committee and another committee of the Board,
the respective the Board of Commissioners shall
have the discretion to agree the most appropriate
committee to fulfil any obligation. An obligation
under the terms of reference of any committee will
be deemed by the the Board of Commissioners to
have been fulfilled, provided it is dealt with by any
other committee.

The Remuneration and Nomination Committee consists of five (5) members. In 2021, the Remuneration and
Nomination Committee Composition is as follows:

1 Umar Juoro Chairman of the Committee (Independent Commissioners)

2 Mark Thomas McKeown Member of the Committee (Commissioners)

3 Matthew Kneeland Lobner Member of the Committee (Commissioners)

4 Catherinawati Hadiman Member of the Committee (Independent Commissioners)
Sugianto

b Heni T. Budisetio Member of the Committee

(Executive officer responsible for Human Resources)

During 2021, the Remuneration and Nomination Committee has held 5 (five) committee meetings on 11 February
2021, 22 April 2021, 26 August 2021, 25 October 2021, 25 November 2021.

The percentage of attendance at the Remuneration and Nomination Committee meetings is as follows:

Remuneration and Nomination Committee Meeting
No Name
1

5 5

Umar Juoro 100%
2 Mark Thomas McKeown 5 5 100%
3 Matthew Kneeland Lobner 5 5 100%
4 Catherinawati Hadiman Sugianto 5 5 100%
5 Heni T. Budisetio 5 5 100%
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BOARD OF DIRECTORS 6. To hold responsible for the performance of duties to

Board of Directors is an organ that is fully responsible
for the Bank’s operational activities in accordance with
the Articles of Association. The Board of Directors has
collective duties and responsibilities regarding the
management of the Bank to increase the added value
and ensure the Bank can maintain the sustainability of
its business.

Duties and Responsibilities of the Board of Directors
The Board of Directors is responsible in performing
its duties to achieve the Bank aims and objectives.
The Board of Directors shall in good faith and with full
responsibility carry out their duties, in compliance with
the prevailing laws and regulations and the Articles of
Association.

According to Term of Reference of Board of Directors
on Board of Director Decree number 023/SK/DIR/V1/2019
dated 26 June 2019 which has been annually reviewed
and approved to be used in the Board of Directors
meeting dated 25 October 2021 the main duties of the
Board of Directors are as follows:

1. To direct, to manage and to control the Bank in
accordance with the objective of the Bank and
shall consistently make every effort to improve the
efficiency and effectiveness of the Bank.

2. Todominate, to maintain and to manage the property
of the Bank.

3. To draw up the annual working plan which covers
the annual budget of the Bank to be submitted to the
Board of Commissioners for approval from the Board
of Commissioners prior to the commencement of
the next fiscal year.

Subject to OJK Regulation No. 55/POJK.03/2016 dated 7
December 2016 on Implementation of Good Corporate
Governance for Commercial Bank, Board of Directors
shall be obligated as follows:

1. To be fully responsible for the performance of
management of the Bank.

2. To manage the Bank in accordance with the
authorities and responsibilities of the Board of
Directors as set out in articles of association and
laws and regulations.

3. To apply the principles of Good Corporate
Governance in every business activities of the Bank
in all organisational levels or stages.

4. To follow wup the findings of audit and
recommendation of internal audit work unit of the
Bank, external auditor, result of supervision of OJK
and/or result of supervision of other authority.

5. To establish, at least:

a. Internal Audit function

b. Risk management work wunit and Risk
Management Committee

c. Compliance function
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shareholders through GMS.

7. To disclose to the staffs regarding strategic policies
of the Bank in the field of personnel affairs.

8. Board of Directors shall be prohibited to use
individual advisor and/or professional service as
consultant. The use of individual advisor and/or
professional service as consultant may be performed
in the event that it complies with the requirements:
a. For specific purpose project;

b. Based on a decisive work contract.

c. Constitutes Independent Party and has the
qualification to perform the specific purpose
project as referred to in letter a.

9. To provide accurate, relevant, and on time data and
information to the Board of Commissioners.

In relation with internal audit function implementation,

the Board of Directors is responsible:

1. To develop internal control framework to identify,
measuring, monitoring and controlling all risks
across the Bank.

2. To ensure the Internal Audit function obtain updated
information on initiatives, projects, products, and
operational changes and risks that have been
identified and anticipated.

3. To ensure the appropriate corrective actions are
taken in a timely manner for all findings and
recommendations from SKAI.

4. To ensure Head of Internal Audit has sufficient
resources and budget to carry out the duties and
functions in accordance with the annual audit plan.

The Board of Directors shall represent the Bank at law or
otherwise in connection with any subject matters and in
any and all respects, to bind the Bank to any other party
and any other party to the Bank, and to take any and all
actions, relating to management as well as ownership,
accepting the limitations specified in next paragraph, in
compliance with prevailing regulations.

The Board of Directors is supported by the staff under
him/her and the committees established by the Board
of Director in implementing good GCG in the Bank’s
operational activities. The Board of Director supervises
the implementation of GCG conducted the staff by
holding periodic meetings with Credit Committee,
Assets and Liabilities Committee, Risk Management

Committee, Information Technology, Operational,
and Services Steering Committee, Integrated Risk
Management Committee, Financial Crime Risk

Management Committee, People Committee, and Head
of Business.
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Composition of the Board of Directors

The composition of the Bank’s Board of Directors as of 31 December 2021 is as follows:

President Director

Francois de Maricourt

Director Dio Alexander Samsoeri

Director Stephen Whilton Angell

Director Edhi Tjahja Negara Darmohusolo
Director Eri Budiono

Director Riko Adythia

Compliance Director

Nisha Asha Bhambhani

Director

James Rex Elwes

Director

Yardley

Board of Directors Meeting

The Board of Directors carry out their duties and
responsibilities independently of the controlling
shareholder. All decisions of the Board of Directors are
taken based on deliberation and consensus in the Board
of Directors meeting which is held regularly, at least once

a month. During 2021, The Board of Directors has held
14 (fourteen) meetings on 27 January 2021, 23 February
2021, 24 March 2021, 20 April 2021, 25 May 2021, 14 June
2021, 24 June 2021, 28 July 2021, 24 August 2021, 29
September 2021, 21 October 2021, 15 November 2021,
24 November 2021, 17 December 2021.

The percentage of attendance at the Board of Directors’ meetings is as follows:

The Board of Directors Meeting

[o} o,
Number of Attendance Atten/c;ance Number of Attendance Atten/c(;ance
Scheduled | of Scheduled of Scheduled Additional of Additional of Additional
BOD Meeting | BOD Meeting BOD Meeting BOD Meeting | BOD Meeting BOD Meeting

1 Francois de 12 12 100% 2 2 100%
Maricourt

2 Caecilia Pudji 6 6 100% 2 2 100%
Widyarti'

3 Stephen Whilton 12 10 83% 2 2 100%
Angell

4 Dio Alexander 12 11 92% 2 2 100%
Samsoeri

5 Edhi Tjahja Negara 12 12 100% 2 2 100%
Darmohusolo

6 Eri Budiono 12 12 100% 2 2 100%

7 Riko Adythia 12 12 100% 2 2 100%

8 Nisha Asha 11 9 82% 1 1 100%
Bhambhani?

9 James Rex Elwes?® 6 5 83% 2 2 100%

10 Yardley* 3 3 100% 1 1 100%

" His term of office as Director of the Bank has ended as of 30 June 2021

2 Effectively serves as Compliance Director of the Bank since 22 February 2021
3 Effectively serves as Director of the Bank since 30 April 2021

4 Effectively serves as Director of the Bank since 11 October 2021
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Committees under the Board of Directors

In conducting their duties, the Board of Directors is
assisted by 6 (six) Executive Committees, which are
Credit Committee, Assets and Liabilities Committee,
Risk Management Committee, Information Technology,
Operational, and Services Steering Committee, Financial
Crime Risk Management Committee, and People
Committee.

A. Credit Committee

Credit Committee is formed to approve the proposal of
loan distribution, including all processes related to the
settlement process for non-performing loans. This is with
consideration to the implementation of Good Corporate
Governance and Risk Management in the credit process
of PT Bank HSBC Indonesia.

Credit Committee Authorities and Responsibilities
Credit Committee is authorized to approve all matters
related to the wholesale credit related matters, including
but not limited to:

1. Decision on the draft credit decision submitted by
the recommender/proposer.

2. Approval of all credit applications regardless
of amount subject to compliance to all relevant
governance and regulatory requirements.

3. Approval of all syndicated credit application as long
as HBID position is not inferior to the other banks.

4. Approval for Loan Sales regardless to the amount
subject to the condition of the transaction is
transacted on arm’s length basis.

The Members of Credit Committee

Credit Committee consists of:

Chairman: President Director

Member:

President Director

Finance Director

Commercial Banking Director

Global Banking Director

Deputy to Commercial Banking Director
Head of Department from GB and CMB
Head of Wholesale Credit Approval
Wholesale Credit Approver Team Leader
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Every Wholesale Credit Committee’s decision must also

state in writing and is approved by at least 3 (three)

Credit Committee members as follows:

* Head of Wholesale Credit Approval; and

» Either one of Commercial Banking Director (CMB)
OR Deputy to Commercial Banking Director OR
Global Banking Director OR their delegates; and

* 1 other Credit Committee member.
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In the absence of Credit Committee meeting, it can be
substituted by 3 (three) Credit Committee members’
approval by documentcirculation or by e-mail circulation;
with the same conditions as above.

In the case there is dissenting opinion from one of the
Credit Committee members including from Head of
Wholesale Credit Approval or Wholesale Credit Approval
Team Leader, which is documented and provided
to Credit Committee; Credit Committee’s decision
should be reached with approval from 3 (three) Credit
Committee members which is consist of two Directors
of Credit Committee members and one other Credit
Committee member.

All credit proposals prior to be approved by Credit
Committee require Risk Management Director’s
opinion or Head of Risk Management & Risk Regulatory
Engagement in the absence of Risk Management
Director.

Loan granted to HBID connected party must be approved
by Board of Commissioners. Prior submission to Board
of Commissioners, it must obtain Compliance’s opinion.
In the absence of Head of Wholesale Credit Approval
then the Credit Committee authority will be automatically
delegate to Wholesale Credit Approval Team Leader.

In the absence of Commercial Banking Director or Global
Banking Director then the Credit Committee authority
will be automatically delegate to Head of Department
from GB or CMB.

Meetings:

Meetings held by Credit Committee are in relation to
credit proposal approvals.

In the absence of Credit Committee meeting, it can be
substituted by 3 (three) Credit Committee member’s
approval by documentcirculation or by e-mail circulation;
with the same conditions as above.

B. Assets and Liabilities Committee (ALCO)
Assets and Liabilities Committee is a Committee under
the Board of Directors that manages overall asset and
liability of the Bank in order to maximize returns, to
enhance profitability, to manage capital and funding, and
to protect the Bank for any severe financial consequences
arising from liquidity risk, interest rate risk, capital and
funding, regulatory and market environment.
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Assets and Liabilities Committee Responsibilities

1. Manage the balance sheet with a view to achieving
efficient allocation and utilization of all resources,
enhance economic profit by improving net profits
and promoting efficiency in the use of capital
and funding by enhancing return on risk assets in
the context of a clearly defined growth policy and
review all risks and ensure prudent management to
include structural interest rate risk, structural foreign
exchange risk, liquidity and funding risk.

2. Provide direction and ensure tactical follow-through
to create an evolving balance sheet structure to
meet performance objectives within prescribed risk
parameters.

3. Monitor the external environment and measure
the impact on future profitability, strategy and
the balance sheet factors such as: interest rate
volatility, market liquidity, exchange rate volatility,
monetary and fiscal policies, customer behavior
and competitor Bank actions, and impact from
accounting and regulatory changes.

4. Understand the interaction between different lines
of business and portfolios in the financial positions
and the issues affecting such as transfer pricing,
behaviouralization and resource allocation.

5. Provide a forum for discussing ALCO issues and
facilitate teamwork between different business/
departments to resolve departmental inter-face
issues such as transfer pricing.

6. Review overall sourcing and allocation of funding.

7. To be forward looking and determine the most likely
banking environment for asset/liability forward
planning and review contingency scenarios.

8. To evaluate alternative rate, pricing and portfolio

mix scenario; review asset/liability distributions and
maturities and Bank’s rationalization.
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The Members of Assets and Liabilities Committee

Assets and Liabilities Committee consists of:

Chairman: President Director

Secretary: ALCM

Mandatory Invitee: Corporate Secretary

Member:

Finance Director

Compliance Director

Commercial Banking Director

Wealth & Personal Banking Director

Global Banking Director

Head of Markets and Securities Services

Risk Management Director

Operations & IT Director

Head of Asset and Liability Capital Management

0. Head of Balance Sheet Management

1. Head of Risk Management and Risk Regulatory
Engagement
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Meetings

During 2021 ALCO Meeting has been held 12 times that
ison 27 January, 23 February, 24 March, 20 April, 25 May,
24 June, 28 July, 24 August, 29 September, 21 October,
24 November and 17 December.

C. Risk Management Committee

Risk Management Committee is established to ensure
that the framework of risk management has provided
adequate mitigation against all risks faced by the Bank.
The Purpose and the Scope of Risk Management Meeting

Risk Management Committee serves as the governance

body for the enterprise-wide risk management with

particular focuses on risk culture, risk appetite, risk
profile, and integration of risk management into the

Bank’s strategic objectives. The Risk Management

Committee is established with having, among others,

the following responsibilities:

+ To be informed, discuss, consider, and address
material key risks and enterprise wide key issues as
well as common themes identified across the Bank;

* Toperformassessmentand provide recommendation
to the BOD with respect to risk management which
at least covering: a.) formulation of risk management
policy, strategy, and guidance with its amendments,
b.) enhancement or improvement of risk
management implementation based on evaluation,
c.) establish guidelines related to business decisions
which deviate from normal procedures;

» To consider relevant reports and updates pertaining
to the key risks and issues across the Bank and
across all the three lines of defense, commissioning
further review where required;
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» To promote and cascade supportive culture in
relation to risk management and controls as well as
to ensure bank’s risk management practices support
the conduct outcomes.

Members of Risk Management Committee

Risk Management Committee consists of:

Chairman: Risk Management Director

Members:

President Director

Finance Director

Operations and Information Technology Director
Global Banking Director

Head of Markets & Securities Services
Commercial Banking Director

Wealth & Personal Banking Director

Human Resources Director

9. Compliance Director

10. Head of Risk Management & Regulatory Engagement
11. General Legal Counsel
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Meetings

During 2021, The Risk Management Committee has held
meeting 10 (ten) times, on 27 January 2021; 23 February
2021; 24 March 2021; 20 April 2021; 24 June 2021; 28 July
2021; 24 August 2021; 29 September 2021; 21 October
2021; 24 November 2021.

D. Information Technology, Operation, and
Services Steering Committee

Information Technology, Operation, and Services
Steering Committee is the committee that monitors
the Information Technology, Operation and Services
activities and giving recommendations to improve the
efficiency of its operations and the quality of banking
services to customers.

Information
Steering

Authorities and responsibilities of
Technology, Operation, and Services
Committee are as follows:

1. Plan the strategy of Information Technology,
Operation, and Services that is in accordance with
the strategic plan of the Bank’s business activities.

2. Outline policies and main procedures of Information
Technology, such as Information Technology security
policies and risk management regarding the use of
Information Technology in the Bank;

3. Determine the priority of Information Technology,
Operation, and Services projects that are deemed
critical and supervise the implementation of these
projects;

4. Monitor risks in the Information Technology,
Operation, and Services sector and reduce the
impacts;
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5. Monitor the performance of Information Technology,
Operation, and Services that function as a catalyst in
improving technology, productivity, and operational
services;

6. Monitor the actual costs of the activities and the
projects of Information Technology, Operation, and
Services against the cost plan and the target of the
Bank’s financial performance.

7. Information Technology, Operation, and Services
Steering Committee is involved in approving
Information Technology projects.

The Members of Information Technology, Operational,
and Services Steering Committee
Information Technology, Operational,
Steering Committee consists of:
Chairman: Director responsible for Information
Technology, Operation, and Services work unit
Member:

Commercial Banking Director

Global Banking Director

Wealth & Personal Banking Director

Finance Director

Risk Management Director

Compliance Director

Human Resources Director

Head of Global Market and Security Services

and Services

©NoOOhLON =

Meetings

During 2021, Information Technology, Operation, and
Services Steering Committee has held meetings 5 (five)
times on 22 February, 19 April, 29 June, 23 August and
15 November.

E. Financial Crime Risk Management
Committee

Financial Crime Risk Management Committee (FCRMC)

is a formal governance committee established to ensure

effective enterprise-wide management of financial crime

risk within Bank and to support President Director in

discharging their financial crime risk responsibilities.

Purpose and Scope

The FCRMC's authority for the management of financial
crime risk matters derives from the Risk Management
Committee of Bank. The scope of the FCRMC covers
all business activities, products, and services in Bank
and also oversight on managing FC risk on other HSBC
entities in Indonesia. This includes all outsourced
activities delegated to another part of the Bank or a
third party as required in the OJK regulation No. 55/
POJK.03/2016 related to the Governance Implementation
for Banks.
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The outputs from this committee may result in actions/
recommendations for Lines of Business and/or Financial
Crime Risk teams within Bank or other HSBC entities
within Indonesia as long as legally permissible, as well as
recommendations for escalations to Risk Management
Committee, as well as escalations for noting purposes to
the Regional Executive Committee and Financial Crime
Risk Management Meeting (“FCRMM”) or other relevant
governance committees. The committee shall review,
every 12 months, its terms of reference and its own
effectiveness and recommend necessary changes.

Duties and Responsibilities

The FCRMC's accountabilities and responsibilities across

Bank, including where appropriate PT HSBC Sekuritas

Indonesia as long as legally permissible, include (but are

not limited to):

1. Review, discuss, address and approve financial
crime risk and issues, relating to money laundering
(inclusive of tax evasion), sanctions, bribery and
corruption, and fraud.

2. Review, discuss and address material reputational
risks and issues (as identified by the Line of
Businesses Risk Reputational Client Selection
Committee or by reputational risk stewards) and
receive a Special Presentation on the reputational
risks to the Line of Business on a quarterly basis.

3. Review, discuss and address relevant internal
and external financial crime risk related reports.
In particular, the Annual P Country Report is to
be presented, discussed and actions agreed as
appropriate at Bank FCRMC.

4. Monitoring and analysing the AML, Sanctions
AB&C, Fraud, and Tax Evasion external regulatory
environment.

5. Review and discuss key Financial Crime Risk policy
changes and resultant impact.

6. Review, discuss and address the transformation and
remediation agendas.

7. Review, discuss and address issues related to
Transaction Monitoring, escalated from the Bank
Transaction Monitoring Working Group.

8. Review, discuss and address issues related to
Affiliates Risk Management and Client Selection and
Exit Management, if required.
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9. Review, discuss and address any material data
matters related to financial crime risks critical data
elements, covering but not limited to data quality
measures and issues.

10. Promote, monitor and address the financial crime
risk culture.

11. Safeguard the interests of our customers, ensuring
that the meeting consistently considers the impact
on the customer of every significant decision made
and that decision making delivers fair outcomes for
customers and maintains market integrity.

12. Information Sharing relating to Financial Crime
Risks.

13. Review and discuss relevant innovative solutions for
financial crime risk management.

The Members of Financial Crime Risk Management
Committee

a. Chairman: President Director

b. Member :

1. Head of Financial Crime

2. Head of Financial Crime Threat Mitigation

3. Operations and Information Technology Director
4. Risk Management Director

5. Compliance Director

6. Wealth & Personal Banking Director

7. Commercial Banking Director

8. Global Banking Director

9. Head of Markets and Security Services

10. Head of Operational Risk

Meetings:

During 2021, the FCRMC held 6 (six) meetings on 26
January, 26 February, 25 March, 27 April, 29 June and 29
July. Following HSBC Group Compliance Model, FCRMC
was demised in July 2021. As a local entity, the Board
of Directors has decided to transformed into Financial
Crime Risk Management Forum (FCRMF). FCRMF is not
a formal governance and not rendering any decision.
Any decision which requires approval will be escalated
to Board of Director meeting or RMC meeting. FCRMF
have similar membership and terms of reference with
FCRMC.

F. People Committee

People Committee is formed to review and carry out
the people strategies, policies and initiatives in HBID,
whilst in compliance to regulations set by Regulators
and Government Bodies. People Committee is to ensure
satisfaction of shareholders and to maintain consistent
activities for wider employees. People Committee is to
support and ensure the strategic and objectives people
activities, from recruitment, motivation and retention of
quality employees.
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People Committee assists the Bank Board of Directors
in reviewing and monitor significant and critical people
strategies, policies and initiatives arisen, as well as came
up by the shareholders for implementation in the Bank
based on adherence to the laws and regulations imposed
in the Republic of Indonesia.

People Committee drives the implementation of
country-wide Human Resources plans on Resourcing,
Talent & Development, Retention, Remuneration, Pay
Review, Employee & Industrial Relations as well as
Transformation, underpinning to the HSBC values,
business principles, as well as law and regulations.

Duties and Responsibilities

Duties and responsibilities of People Committee include:

* Review and monitor the implementation of
People Strategies within Indonesia, e.g. Diversity,
International Mobility, Employee Engagement,
Recruitment, Development, etc.

* Review and monitor the implementation of Business/
Functions People Strategies for local adoption in
Indonesia.

» Review and monitor significant People Risks,
including Personal Conduct Case (PCC) metrics,
implementation of conduct management initiatives,
voluntary attrition statistics and change programmes
subsequently recommended.

* Review the implementation of HSBC Group Talent
Management Strategy in Indonesia for local
adaptation, including the approach and members of
Local Talents.

* Review the implementation of the Talent Strategy in
Indonesia for local adoption, including approach to,
and membership of, the Country Talent Pool.

+ Develop the Annual Succession Plan for cross
business roles and make recommendations to the
Board of Directors for critical executive positions and
to Board of Commissioners for Board of Directors
positions.

 Review and monitor progress updates against
objectives defined in the people quadrant of the
President Director’s scorecard.

* Reviewanannual update of the implementation of the
Performance and Reward strategy. This will include
metrics around the Performance Management
processes, Potential Assessment processes and
Reward and Recognition processes and any other
material reward strategies and policies.

* Review changes to organisation structures and
related organisation design decisions as required.

* Notes minutes of the Diversity Committee and
review activity as appropriate.
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People Committee Member

People Committee consists of:

a. Chairman : President Director

b. Vice Chairman : Human Resources Director

c. Member

Wealth & Personal Banking Director
Commercial Banking Director

Global Banking Director

Operations and Information Technology Director
Risk Management Director

Finance Director

Compliance Director

Head of Markets & Securities Services

9. Head of Company Secretary

10. Head of Communication

11. Head of Strategy and Business Implementation
12. General Legal Counsel

13. SVP HR Talent and Development

©NOoOOOhWODN =

Meetings

During 2021, People Committee meeting had been held
for 11 (eleven) times and 1 (one) circulation only:
e 26 January 2021

* 22 February 2021

e 23 March 2021

19 April 2021

.« 24 May 2021

e 23 June 2021

e 27 July 2021 (Circulation)

* 23 August 2021

* 28 September 2021

* 19 October 2021

* 23 November 2021

* 16 December 2021

THE IMPLEMENTATION OF FINANCIAL
CONGLOMERATES

In line with the revocation of business license of Branch
Office the Hongkong and Shanghai Banking Corporation
Limited in Jakarta by Otoritas Jasa Keuangan, there
are changes on the member of HSBC Financial
Conglomerates in Indonesia since 8 April 2019, where PT
Bank HSBC Indonesia as the Main Entity with PT HSBC
Sekuritas Indonesia as a sister company that become the
member of Financial Conglomeration.
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A. Integrated Corporate Governance
Committee

In order to comply with OJK Regulation No.17/
POJK.03/2014 on Implementation of Integrated Risk
Management for Financial Conglomerates and OJK
regulation No.18/ POJK.03/2014 on Implementation of
Integrated Governance for Financial Conglomerates,
the Bank, as the Main Entity, always perform its duties
and responsibilities well in accordance with the OJK
regulation. As the Main Entity, the Bank has established
Integrated Corporate Governance Committee and
Integrated Risk Management Committee.

Duties and Responsibilities of Integrated Corporate

Governance Committee

Based on Integrated Corporate Governance Committee

guidelines on the Board of Commissioners Decree

No. 024/SK/KOM/VIII/2019 dated 27 August 2019 and

based on OJK Regulation No 18/POJK.03/2014 dan

SEOJK No. 15/SEOQJK.03/2015 tentang Penerapan Tata

Kelola Terintegrasi bagi Konglomerasi Keuangan, The

Committee of Integrated Corporate Governance has

duties and responsibilities at the minimum include:

1. To evaluate Integrated Corporate Governance
application through, at least, the assessment
of internal control adequacy and integrated
performance of compliance function; and

2. To give recommendations to the Main Entity Board
of Commissioners to enhance Integrated Corporate
Governance Guidance.

3. Integrated Corporate Governance Committee must
convene meetings at least once every semester.

4. Integrated Corporate Governance Committee
meetings are conveyable via video conference.

Meetings

5. The results of Integrated Governance Committee
meetings are written up in the well documented
minutes of meeting.

6. Any dissenting opinion that happens at Integrated
Corporate Governance Committee meetings is
clearly written up in the minutes of meeting as well
as the reason therefore.

Integrated Governance Committee

Membership

1. Based on OJK Regulation No 18/POJK.03/2014
dan SEOJK No. 15/SEOJK.03/2015 regarding
implementation of Integrated Corporate Governance
Integrated Corporate  Governance Committee
consists, at least, of the following:

a. anIndependent Commissioner being a Chairman
of one of the Main Entity committees, to be
Integrated Governance Committee Chairman
cum member

b. an Independent Commissioner representing and
appointed by a Financial Institution under the
Financial Conglomeration, as a member

c. an independent party as a member.

Corporate

2. The headcount and structure of Independent
Commissioners being members of Integrated
Corporate Governance Committee is commensurate
with the needs, the efficiency and effectiveness of
Integrated Governance Committee’s discharged
duties, having observed the representatively of each
financial services sector.

3. An Independent Commissioner might be a
permanent or non-permanent member in Integrated
Corporate Governance Committee.

During 2021, The Integrated Corporate Governance Committee has held 2 (two) meetings on 11 February 2021 and 6

August 2021.

No

in accordance wih the
Effective Period

The Integrated Corporate Governance Committee Meeting

Number of Meeting

Attendance % Attendance

1 Hanny Wurangian® 2 2 100%
2 Catherinawati Hadiman Sugianto™ 1 1 100%
3 Ubaidillah Nugraha 2 2 100%
4 Krishna Suparto 2 2 100%
5 Kartini Sally™” 1 1 100%
5

member

His term of office as chairman of Integrated Corporate Governance Committee has ended as of 30 July 2021 and continue participate as a

* Effectively serves as a chairman of Integrated Corporate Governance Committee on 30 July 2021
" Effectively serves as member of Integrated Corporate Governance Committee on 30 July 2021

PT Bank HSBC Indonesia
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B. Integrated Risk Management Committee
Integrated Risk Management Committee is established
to provide recommendations regarding integrated risk
management policies to the Board of Directors of the
Main Entity

Integrated Risk Management Committee have the

authorities and responsibilities to recommend to the

Board of Directors of the Main Entity, in regards to:

1. Establishment of Integrated Risk Management
policy.

2. Refinement of Integrated Risk Management policy
base on evaluation of the implementation.

Main Role of the Members of

Management Committee:

a. To provide inputs to the Integrated Risk Management
Committee in the form of topics along with meeting
material that will be discussed in the Integrated Risk
Management Committee meeting.

a. To provide inputs in the form of information and
analysis that are related to the topic that is discussed
in the Integrated Risk Management Committee
meeting.

Integrated Risk

Integrated Risk Management Committee membership

in HSBC Indonesia includes:

a. Risk Management Director of PT Bank HSBC

Indonesia function as chairman and member of the

Integrated Risk Management Committee

Finance Director

Compliance Director

d. Director/an appointed representative from PT HSBC
Sekuritas Indonesia (HCID)

e. Head of Risk Management & Risk Regulatory
Engagement HBID

f. Executive Officer

o T

Meetings

During the course of 2021, the Integrated Risk
Management Committee has held meetings two times,
on 11 February and 6 August 2021 respectively.

CORPORATE SECRETARY

Corporate Secretary Profile

The Bank’s Corporate Secretary position is held by
Uliya Ariani, Indonesian citizen. She has served as the
Bank’'s Corporate Secretary since August 2017. She
obtained her Bachelor’s Degree in Law from University
of Indonesia. She started her career as Legal Counsel
in 2000. She started pursuing a career in the Banking
Industry at PT Bank OCBC NISP Tbk, in 2003 and has
held various positions among others as Corporate Legal
Head, as Corporate Secretary in 2008 to 2013 and as
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Executive Assistant to the Board of Commissioners in
late 2013 to 2015. She also held positions as Corporate
Secretary and Corporate Legal Division Head in PT Bank
QNB Indonesia Tbk in early 2013 and also held positions
as Corporate Secretary and Corporate Legal Division
Head at PT Bank Mayora in January 2016 until July 2017.

The Corporate Secretary has responsibilities to
disclose all accurate information regarding the Bank
to stakeholders in time. The announcement regarding
the Bank’s condition and performance are conducted
in accordance with applicable provisions of the Bank’s
Articles of Association.

The Corporate Secretary’s functions and responsibilities
are assisting the Board of Commissioners and the
Board of Directors in implementing Good Corporate
Governance, which covers:

a. Provide advice to the Bank’s Board of Commissioners
and Board of Directors through the President
Director and/or President Commissioner regarding
Good Corporate Governance.

b. Support the Board of Commissioners. The
Committees under the Board of Commissioners, and
the Board of Directors regarding Good Corporate
Governance and capital market provisions if
necessary.

c. Understand and address the changes in Indonesia
laws related to Good Corporate Governance and
duties of Corporate Secretary.

COMPLIANCE FUNCTION

PT Bank HSBC Indonesia (HBID) continues to focus on
improving the management of the risks faced by the Bank
including, among others, compliance risk and financial
crime, in order to have a strong foundation for future
business growth, the role and function of compliance
as well as the existing compliance work unit in HBID is
very necessary so that the potential risk of bank business
activities can be detected early.

Internally, HBID has Guidelines for the Establishment
and Implementation of the Compliance Function to
improve bank performance, improve compliance with
applicable laws and regulations and generally accepted
ethical values in the banking industry.

The Compliance Unit is under the responsibility of the
Director in charge of Compliance. The Director in charge
of the Compliance unit reports directly to the President
Director.

In the HBID organizational structure, the HBID
Compliance unit consists of Compliance Advisory,
Regulatory Conduct, Compliance Operating Office,
Compliance Assurance, and Financial Crime (FC).

PT Bank HSBC Indonesia
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Compliance Advisory and Regulatory Conduct, supports
all business lines and other functions at HBID for the
identification and management of compliance risk,
supervises independently and objectively. Compliance
Advisory and Regulatory Conduct, providing advice and
guidance to assist business lines and other functions
at HBID to ensure that their activities comply with
regulations.

The Compliance Operating Office supports the
Compliance unit in carrying out operational activities
including financial plans, resources, and information
management needs. The Operating Office also ensures
the role of the Compliance Unit in the Bank’s governance,
ensuring transparency to the Bank’s management.

FC is a special work unit that supervises the Anti-
Money Laundering programme, Prevention of Terrorist
Financing (APU-PPT), Sanctions, Anti-Fraud, Anti-
Bribery and Corruption and Tax Transparency in all
lines in the bank. This function includes the Financial
Crime Investigation function under the Compliance unit.
This function is also responsible for coordinating the
implementation of the Anti-Fraud strategy, reporting to
the President Director through the Fraud Panel forum.

Compliance Assurance complements management’s
direct supervision of business processes, monitoring
compliance with procedures and analysis related to key
risk indicators carried out by the first line of defense.

In ensuring the implementation of the Compliance
Function at HBID, the Compliance Director, assisted by
the Compliance Unit :

» ensure the implementation of a Compliance Culture
at all levels of the Bank’s organization and business
activities

+ Managing Compliance Risk

* ensure that the policies, provisions, systems, and
procedures as well as the business activities carried
out by the Bank are in accordance with the provisions
of the Financial Services Authority, Bank Indonesia
and the prevailing laws and regulations

* ensure the Bank’s compliance with the commitments
made by the Bank to the Financial Services Authority,
Bank Indonesia and/or other competent supervisory
authorities.

Regarding integrated governance supervision, with the
appointment of HBID as the main entity of the HSBC
Indonesia financial conglomerate, the compliance unit
at HBID formed an Integrated Compliance Unit to ensure
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the implementation of the compliance function is carried
out properly in the Main Entity and also in other member
of the conglomerate, which is PT HSBC Sekuritas
Indonesia (HCID).

As part of compliance risk management, HBID has
implemented the Anti-Money Laundering and Prevention
of Terrorism Financing (AML-CFT) includes 5 Pillars of
AML-CFT risk management, namely: Active Management
Supervision, Policy and Procedures, Internal Audit
and Control Functions, Management Information
Systems and Training/Human Resources. Through
Decree No. 012/SK/DEKOM/VIII/2021 dated 26 August
2021 concerning Changes in Anti-Money Laundering
Policy Implementation Policy (Anti-Money Laundering
Policy) was issued as an improvement to the existing
Anti-Money Laundering and Prevention of Terrorism
Programme Implementation in the Financial Services
Sector based on an annual review conducted has been
harmonized with OJK Regulation No0.23/POJK.01/2019
concerning Amendments to OJK Regulation No. 12 /
POJK.01/2017.

In implementing the APU PPT programme above, in
addition to the applicable provisions based on Bank
Indonesia regulations and/or other regulations, HBID
also adopts provisions based on HSBC Group Global
Standards, as long as they do not conflict with local
regulations.

Compliance with this Policy and other related guidelines
is essential to ensure that HBID complies with laws and
regulations related to Anti-Money Laundering, maintains
the effectiveness and defense of the AML and CFT
Programme and manages AML and CFT risks properly.
It is expected that all HBID employees comply with this
Policy and the applicable AML and CFT laws, rules and
regulations in Indonesia. To ensure this, training and
human resource development programmes, especially
those related to AML and CFT, are carried out from the
start of employees entering HBID, on an ongoing basis
and are also carried out specifically for employees who
have high exposure to the implementation of APU PPT in
their duties and responsibilities.

LEGAL ISSUES

As of 31 December 2021, there were 14 (fourteen) cases
involving the Bank with the frequency and/or financial
impact of the lawsuits being less significant in affecting
the Bank’s financial condition and having less major
impact on the Bank’s reputation.
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Furthermore, there is also another 1 (one) case related ~SHARE OPTIONS

to non-customers of the Bank who was ex-customer
of The Hongkong and Shanghai Banking Corporation
Limited (Indonesian Branch Office) who are no longer
operating in Indonesia. The value of the lawsuit filed
has a significant financial value but as a whole does not
affect the financial condition of the Bank considering
that the lawsuit is not related to the Bank's customers or
parties who have cooperation with the Bank.

AFFILIATED RELATIONSHIPS

The Bank did not have share options programme
throughout 2021.

SHARE OWNERSHIP OF THE BOARD OF
COMMISSIONERS AND THE BOARD OF
DIRECTORS

No members of the Board of Commissioners and the
Board of Directors, as an individual or a collective, owns
shares of the Bank of 5% (five percent) or more from the
capital deposited by the Bank.

Information related to the Affiliated Relationships between the Board of Directors, the Board of Commissioners, and

Shareholders of the Bank are as follows:

Affiliated relationship with

Name

Martin John Haythorne -

Board of Commissioners

Board of Directors Shareholders

Hanny Wurangian -

Umar Juoro -

Mark Thomas Mckeown -

Catherinawati Hadiman Sugianto -

Mark Surgenor -

Francois de Maricourt -

Edhi Tjahja Negara Darmohusolo -

Eri Budiono -

<<

Stephen Whilton Angell -

Dio Alexander Samsoeri -

Riko Adythia -

Nisha Asha Bhambhani -

A RSERS

James Rex Elwes -

Yardley _

A RSN ESEN NS ENSES

ARSI NESENEN S ENSES

SELF-ASSESSMENT

The result of HBID Self-Assessment for Good Corporate
Governance period December 2021 is rating 2. Rating
2 reflects that in general Bank's management has
implemented good governance, but continues to
make improvements to ensure better management in
compliance with TARIF (Transparency, Accountability,
Responsibility, Independency, and Fairness) principles.
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INTERNAL AUDIT WORK UNIT

The Bank SKAIl is an integral part of the Bank’s
governance and control framework. The main task
of SKAI is to assist the Board of Commissioners and
Executive Management in securing the organization’s
assets, reputation, and sustainability. The SKAI provides
independent and objective assurance of the adequacy
of the design and implementation of risk management,
risk control, and governance processes, as designed and
represented by management.
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PT Bank HSBC Indonesia (HBID) has adopted a risk
management and internal control structure, referred to
as “Three Lines of Defence”, to ensure the achievement
of the commercial objectives, meeting regulatory and
legal requirements, and also the fulfilment of all the
responsibilities to the stakeholders. In the context of
the risk management framework, SKAI Bank acts as the
Third Line of Defense and acts as a function independent
of the First Line of Defense and Second Lines of Defense.

Within the organization, Internal Audit reports to
the President Director and has access to Board of
Commissioners through the Audit Committee whenever
required and reports to the Audit Committee on the state
of risk management and internal control throughout
the Bank. In order to ensure the independency and
objectivity, Internal Audit must be independent to
operational activities.

Internal Audit has, for the purpose of its work,
unrestricted access at any time to all the records,
personnel, property and operations of the Bank. Internal
Audit also has authority to liaise with external auditor
and attend all strategic meetings, such as Board of
Directors Meetings and Risk Management Meetings to
convey the conclusion of the audit results and obtain the
up-to-date information on issues arising and strategic
development of the Bank.

Internal Audit provides independent assurance to
management on the effectiveness of the processes in
place to manage fraud. Where material fraud occurs,
Internal Audit could review the nature of the incident
and assess whether there are any control weaknesses
that gave rise to the fraudulent opportunity could/should
have been detected.

Internal Audit reviews management action plans in
relation to audit findings and verifies the adequacy and
effectiveness of the mitigating controls before formally
closing the issue.

EXTERNAL AUDIT

The Bank establishes transparent cooperation with
Public Accounting Firm. The Bank assigns Public
Accounting Firm with robust reputation in accordance
with the public accountant professional standard and
affiliated with an International Public Accountant Firm.
Legality of work agreement and scope of audit are
covered in the Engagement Letter signed by the Bank
and the Public Accounting Firm every year before the
annual audit commenced. The Public Accounting Firm
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and Public Accountant assigned by the Bank, as external
auditor registered in Otoritas Jasa Keuangan (OJK), will
communicate directly with OJK about the condition of
the Bank, in line with the preparation and implementation
of the audit process.

The appointment of Public Accounting Firm for the
Bank has been in accordance with the prevailing law
and regulations. Based on power and authority granted
by GMS to assign Public Accounting Firm registered in
OJK, the Board of Commissioners has assigned KAP
Tanudiredja, Wibisana, Rintis & Rekan as the Bank's
independent Public Accounting Firm that audits the
Bank’s Annual Reportfor 2021 based on recommendation
from Audit Committee with due observation to the
prevailing laws and regulations.

KAP Tanudiredja, Wibisana, Rintis & Rekan has completed
their audit on the Bank’s 2021 financial statements and
provided audit report dated 14 March 2022 to Bank and
was capable to work independently, fulfilled the public
accountant professional standard and the engagement
agreement as well as the determined audit scope.

THE IMPLEMENTATION OF RISK
MANAGEMENT

The Bank performs an effort on Risk Management to
fulfil requirements of Risk Management implementation
as stated in the Financial Services Authority
regulation no.18/POJK.03/2016 and Circular Letter
No0.34/SEOJK.03/2016 about the Risk Management
Implementation for Commercial Bank considering the
recommendations of the Basel Committee on Banking
Supervision.

In line with this regulation, the Bank has implemented
Risk Management policies which are aimed to ensure
that the risks arising from business activities can be
identified, measured, managed, and reported. As aresult,
the Bank is expected to conduct its business activities
with a better performance. The implementation of risk
management could provide a more accurate overview
of the Bank’s performance in the future, including the
possibility of potential losses, and improve the method
and the process of decision-making and risk assessment
due to the availability of current information, which could
improve the Bank’s competitiveness and performance.

The Bank continues to develop and improve the system
of Risk Management by upgrading the Management
Information System (MIS) in order to anticipate risks
earlier and implement necessary steps to minimize
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the impacts of the risk. Therefore, the process of risk
management in identifying, measuring, supervising,
and controlling risk can be conducted consistently.
Expanding the framework of risk management is
conducted by establishing Risk Management Work Unit.

Currently Risk Management Work Unit has ensured that
the process of Risk Management implementation is in
good order and provides management with the overview
of the Bank's risk profile.

Responsibilities of Risk Management Working Unit

included the following:

* Monitors implementation of risk management
strategy that has been decided in the Risk
Management Committee meeting and approved by
Board of Directors.

* Monitor overall positions/ exposures of risks, per
type of risk or per business/functional activity.

* Conduct periodic review on the risk management
process.

* Review proposals of new activities and/or products
that are submitted or developed by a particular unit.
The review focuses on the Bank’s ability to perform
new activities/products in terms of reliability of the
system and procedural safety as well as its impact
on Bank'’s risk exposure.

* Provide a recommendation on the extent or
maximum of risk exposure that should be maintained
by the Bank to the Risk Management Committee.

» Evaluate accuracy and validity of data that is used by
the Bank for risk measurement.

DETAILED LARGE EXPOSURE

*  Prepare and submit a risk profile report to Risk
Management Director and the Risk Management
Committee in quarterly basis, or earlier for certain
types of risk that may change rapidly in accordance
with the changes in business condition.

As part of the active supervision of the Board of
Commissioners and the Board of Directors regarding the
implementation of the Bank’s Risk Management policies,
the Bank has established a Risk Management Committee
that is independent of operational activities and is
responsible to the Board of Directors, and establish a Risk
Oversight Committee that is responsible for assisting the
Board of Commissioners supervisory functions.

Risk Profile

Overall, the Bank’s risk rating as of 31 December 2021 is
at rank 2. All inherent risk ratings were Low to Moderate,
except Credit Risk which is Moderate.

Risk Management Process

The implementation of risk management at the Bank
is conducted in accordance with Financial Services
Authority regulation.

Risk Management Unit has identified eight key risks
faced by the Bank: credit risk, market risk, liquidity risk,
operational risk, legal risk, reputational risk, strategic
risk, and compliance risk.

Risk Management Certification

The Bank’s officials and employees have attended Risk
Management Certification periodically. During 2021,
the total number of officials and employees who have
attended Management Risk Certification examination
and refreshment is 2,054 participants, which is 123.99%
higher than last year.

Table of Fund Provision to Related Party and Large Exposure as of 31 December 2021

\[o} Fund Provision

Nominal

1 To Affiliated ™ 58 763,836
2 To Core Debtors
1. Individual 8 8,484,617
2. Group 15 21,904,344

“ Including fund provision to prime bank related parties
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REMUNERATION DISCLOSURES 2021

Remuneration and Nomination Committee

Member name, composition, duties and responsibilities
of the Remuneration and Nomination Committee
Member name, composition, duties and responsibilities,
and number of meetings of the Remuneration and
Nomination Committee can be seen on page 166-168.

Remuneration paid to the Remuneration and Nomination
Committee members for 1 (one) year

No remuneration is paid to members of the Remuneration
and Nomination Committee other than the honorarium
and other allowances payments as Independent
Commissioner

Independent Remuneration Review

Remuneration policy formulation

At HSBC, our remuneration strategy is designed to create
an environment where people can be at their best, put
customers first, deliver Bank strategy and where people
are rewarded fairly and clearly

Employee’s remuneration is reviewed on an annual
basis during the ‘on-cycle’ process, also known as
Annual Pay Review, including review conducted for the
Remuneration of the Board of Commissioners and the
Board of Directors. Activity impacting remuneration
outside of this process is known as 'off-cycle’

We reward you responsibly » We provide financial security; a salary for more than just life’s essentials and
benefits that provide help when you need it most, now and in the future
* We provide competitive pay and benefits, working with external organisations
that give us the latest data to keep us on track
* We hold ourselves accountable for doing the right thing, by being transparent
that equal work, skills, experience and performance results in equal pay

We recognise your success « We differentiate pay based on your role, skills, location, performance,
behaviours, potential, and the success of you, your team and HSBC
» We encourage you to live by our values and work together to drive good
performance outcomes and continuously improve
» We offer attractive share plans so you can benefit from the long-term success of
HSBC along with our stakeholders

We support you to grow * We invest in your future by helping you learn new skills to achieve your
professional goals now and in the future
* Your wellbeing is a priority — we focus on supporting your mental & physical
health and your financial security

* We provide you with choice and flexibility on how, when and where you work, to
help you and your team be at your best to support your customers in a healthy
working environment

The Remuneration and Nomination Committee (RNC) Remuneration policy scope and implementation 2021
evaluates the performance and remuneration of member * The remuneration policy applies to all individuals,
of the Board of Commissioners, member of the Board of employees as well as member the Board of
Directors and employees; provides recommendation on Commissioners and member of the Board of
nomination and remuneration outcomes to the Board Directors;
of Commissioners and reported in the Annual General * We create an environment where people can be at
Meeting of Shareholders their best, put customers first, deliver overall Bank
strategy and where people are rewarded fairly and
clearly.
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Remuneration Related to Risk

The Bank implemented the alignment of risk and reward,

and embedding HSBC’s conduct and values expectations

through a number of reward policies and programmes,
as follows:

* Mandatory risk objectives are
employees’ scorecards.

*  Employee Recognition and Conduct framework.
Under this framework, managers are able to make
positive or negative adjustments to variable pay (in
addition to any normal year-on-year changes related
to performance) to reflect conduct.

« At Our Best Recognition (AOBR) allows for
recognition of positive behavior by colleagues,
promoting a shared understanding of what HSBC
values look like in practice. In 2021, we ran a
'Spotlight on valuing difference’ through AOBR to
recognise the exceptional actions of employees who
contribute to HSBC being a place where everyone
feels included, valued, respected and able to be
themselves

* Reportable incidents and misconduct events were
identified and reviewed as part of incentivisation of
compliance and reported to the Remuneration and
Nomination Committee.

* Material Risk Takers (MRTs) 2021 identified with
qualitative and quantitative methodology set out
by the Bank based on regulation and a portion of
variable remuneration will be deferred by 3 to 5
years.

* Malus and Clawback of unvested deferred variable
remuneration applies to identified staff and MRTs
allows for the recovery of vested and paid awards.

included in all

Performance Assessment
The focus on Bankwide performance management
is to continue the embedding culture of Everyday
Performance and Development (EPD) by having frequent
and continuous performance conversations between
employee and managers

All employees receive a behaviour rating to ensure they
are assessed not just on what they achieve, but also how
they achieve it. A mandatory risk objective is included
in the performance objectives for all employees and
specific risk and compliance objectives are included in
Director scorecards.

2021 Annual Report

The performance evaluation of the members of the Board
of Directors are performed by the Remuneration and
Nomination Committee based on recommendation from
the President Director. The results of the performance
evaluation will guide the determination of remuneration
and nomination of the respective Directors, reported to
the Board of Commissioners and the shareholders at the
Annual General Meeting of Shareholders.

Adjustment of the Remuneration associated with

performance and risk

In line with the implementation of risk-based

remuneration, asstipulatedin POJK No.45/POJK.03/2015,

concerning the implementation of governance in the
provision of remuneration for commercial banks, the

Bank has implemented remuneration policy based on

prudential principles with detail as follows:

a. For Material Risk Takers (MRTs), their portion of
variable remuneration will be deferred from 10%
if the total variable pay is greater than the amount
equivalent to US$75,000 which will vest in 3 to 5
years

b. Malus and Clawback applies to all awards made to
identified staff and Material Risk Takers” (MRTs).

External Consultants

The Bank has engaged Willis Towers Watson to obtain
remuneration data from the banking industry based
on our selected peer group, which includes fixed and
variable compensation as well as benefits position.

Remuneration package and facilities received by the
Board of Directors, and the Board of Commissioners

The policy package received by the Bank’s management

is as follows:

» Fixed Remuneration: salary and fixed allowances.

» Variable pay: cash and deferred bonus

» Other facilities: company car and its maintenance,
medical expenses reimbursement, medical check-
up, club membership, etc.

Disclosure of the above remuneration package policy
determined in the General Meeting of Shareholders

PT Bank HSBC Indonesia
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The types of Remuneration and Facilities for the Board of Directors and Board of Commissioners of the Bank.

Amount received in 1 year

Board of Directors Board of Commissioners

Number of - Number of o
Rp Mllllon Rp Mllllon

1 Remuneration (salary, bonus, routine 9 61,721 3* 4,957
allowances, tantiem, and other
facilities in the form of non-natura)

2 Other facilities in the form of natura 9 9,625 3* 251
(housing, transportation, health
insurance, etc.)

TOTAL 9 71,346 3* 5,208

* Number of commissioners received remuneration

Type of Remuneration and Facilities

The total members of the Board of Directors / the Board of Commissioners of the Bank who receives the remuneration
package in one year classified into the range of income level

. . . Number of the Board Number of the Board
Total Remuneration per individual in 1 year . .
of Directors of Commissioners

Above Rp2 billion 9 -
Above Rp1 billion up to Rp2 billion - 3"

Above Rp500 million up to Rp1 billion - -

Below Rp500 million - -

* Number of commissioners received remuneration

Variable Remuneration 2021

Variable remuneration that comprises of bonuses and incentives are awarded to drive and reward performance based
on financial and non-financial measures consistent with the medium to long-term strategy, shareholder interests, and
adherence to HSBC values. Awards are vary depending on individual performance achievement and Bank hold the full
discretion to assess the extent to which performance has been achieved.

Awards can be in the form of cash and/or shares. A portion of the the annual award may be deferred and vested over
a period of three to five years.

Total Receive in 1 Year

Board of
Commissioners

Number of i Number o - Number of _—
Rp Million Rp Million Rp Milfion
9 3% R

15,043 3,224 196,108

Board of Directors Employees

Variable Remuneration

TOTAL

* Number of commissioners received remuneration

Positions of Material Risk Takers 2021

The 2021 Material Risk Takers (MRT) positions identified based on quantitative and qualitative criteria set out by the
Bank policy. The outcomes consist of 8 (eight) individuals appointed as MRT, they are:
President Director

Risk Management Director

Head of Global Market and HSS

Wealth and Personal Banking Director

Commercial Banking Director

Global Banking Director

Operations and IT Director

Finance Director

©NOoOh LN =
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Ratio of highest and lowest salary

Ratio of highest and lowest employee salary 120.68: 1
Ratio of highest and lowest of Director salary 35:1
Ratio of highest and lowest Commissioner Honorarium 1.06: 1
Ratio of highest Director salary and highest employee salary 1.34:1

Amount of Variable Remuneration Guaranteed Without Condition

Total Receive in 1 Year

Variable Remuneration Guaranteed Board of Directors Boa_nrd_of Employees

Commissioners
mber of Millio mber of mber of
individuals p individuals individuals
TOTAL - - - - 1 200

* Variable Remuneration Guaranteed without Condition

without Condition

Number of Terminated Employees and Total Nominal of Severance Paid 2020

58 individuals employment were terminated with total severance pay of Rp26,799 million in accordance with the
criteria set forth in the Otoritas Jasa Keuangan Regulation No. 45/POJK.03/2015 regarding Good Corporate Governance
Implementation in Providing Remuneration for Commercial Banks.

Total Nominal of Severence paid per employee during 1 year

Above Rp1 billion

Above Rp500 million up to Rp1 billion 6
Below Rp500 million 44
Total 58

Deferred Variable Remuneration

Deferred Variable Remuneration (in Million Rupiah) 11,963 9,767

Details total Remuneration provided in 1 (one) year for MRT

A. Fixed Remuneration (in Million Rupiah)
1. Cash 42,822
2. Shares or share-based instruments
e
B. Variable Remuneration (in Million Rupiah)
1. Cash 13,192 2,490
2. Shares or share-based instruments 3,735 4,495

Quantitative information about variable Remuneration for MRT

Total Adjustment During the Reporting Period

Deferred amount

Type of Variable Remuneration

Explicit Implicit

Ad]istmentlAIN PAdjUSTment(E) LS A A B
Cash (in Million Rupiah) 7,322 - - -
Shares or share-based instruments 11,727 - - -
Total (in Million Rupiah) 19,049 - - -
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Internal Fraud
During 2021, there were no internal fraud cases committed by management, permanent, and non-permanentemployees
in relation to the Bank’s business processes and operations with financial impacts higher than Rp100,000,000.

Customer Compliant Handling

The Bank has a system called CMS (Complaint Management System) that records and handles customer complaints,
to ensure complaints received are well managed in line with prevailing regulations with expectation to improve
customer satisfaction to the Bank’s products and services as well as to manage the reputational risk related to the
complaints.

In 2021, the Bank has received a total of 3,078 complaints, of which most complaints received are related to the
Payment System of Credit Cards and Other Product - Others (comprises of various products other than those already
listed in the table).

As at 31 December 2021, 99.09% of total complaint received had been resolved by the Bank, whilst the remaining
0.91% were still in the resolution process.

CUSTOMER COMPLAINT HANDLING
Period January — December 2021

: : . Completed Non completed Total
No Types of Financial Transaction .
Total % Total % Total % Complaints

Fund gathering — Current

1

Accounts - - - - - - -
2 Fund gathering — Savings 7 100.00% - - - - 7
3 Fund gathering — Deposits - - - - - - R
4 Fund gathering - Interbank 5 100.00% - - - - 5
5 Fund gathering - Others 5 100.00% - - - - 5
6 Fund provision — Credit/

Financing - Investment

7 Fund provision — Credit/

Financing - Working Capital

1 100.00% - - - - 1

8 Fund provision -

CreditFinancing - Consumption

(other than credit card) 16 100.00% - - - - 16
9 Fund provision - Interbank - - - - - - -
10 Fund provision - Others 36 100.00% - - - - 36
11 Payment System — ATM and/or

Debit Cards 632 97.98% 13 2.02% - - 645
12 Payment System — Credit Cards 955 99.27% 7 0.73% - - 962
13 Payment System — Prepayment

Cards - - - - - - -
14 Payment System — Direct Debit - - - - - - -
15 Payment System — Standing

Instruction - - - - - - -
16 Payment System — Travelers’

Cheque - - - - - - -
17 Payment System - Clearing 4 100.00% - - - - 4
18 Payment Syst