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1.2. Legal Basis and Internal Policies — additional
of Regulation concerning Integrated Risk
Management.

2 Glossary — some new terms.

3.1. R&R — amendment on Trade Monitoring &
Surveillance and Reporting.

3.2. Organization Structure — new organization
structure.

4.2.2. Client Trading Limit Check and Review —
new procedure.

5 No. 6 KYC Procedure — new contact for
escalation.

6 — Reporting — some amendments and new
procedure of Semi Annual Risk Profiles Report.
Appendix C List of Document for Client On-
Boarding.

Appendix E List of Counterparties/Escalation —
new contact for escalation.

Replacement of Appendix F List of Facilities (no
longer applied) with KYC Policy.

Some editorial changes.

3.2. Organization Structure — updated.

2 Glossary — some new terms.

4.4. Automated Ordering (Algorithm) and DMA
Monitoring.

Legal Basis and Internal Policies

New template
Some changes on each section

New requirements as stipulated in OJK Rule No.
57/POJK.04/2017

V.5.1. Process Flows
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3.

The Risk Management (RM) function is the function required by Indonesia Financial Services
Authority (Otoritas Jasa Keuangan/OJK) as stipulated in the regulation No. V.D.3 concerning the
Internal Control of a Securities Company Conducting Business as Broker-Dealer.

4.

This Procedures document is the primary reference on matters concerning the entire operational of
Risk Management (RM) function within PT J.P.Morgan Sekuritas Indonesia (JPMSI)

5.
Asia CIB Risk Management
N/A
N/A
Indonesia
PT J.P.Morgan Sekuritas Indonesia
6.
6.1. Framework
Refer to the Global Legal Entity Risk Framework.
6.2. Culture
The risk management framework is developed to create a culture of risk transparency
and awareness, and personal responsibility throughout the Firm where collaboration,
discussion, escalation and sharing of information are encouraged through
= Acceptance of responsibility by all individuals within the Firm
= Ownership of risk management within each function
7.

1. Broker and Client Trading Limit
Risk Management Officer shall monitor JPMSI’s trading limit on a daily basis, liaise with

Settlement and Finance LOB on any requirement of trading limit changes, set trading limit
for new client and perform monitoring of the trading limit on a daily basis.
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2. Trade Monitoring and Surveillance

Risk Management Officer shall perform verification of orders and/or instructions from
clients and ensure that below requirements have been fulfilled before the clients can start
trading through JPMSI:

(a) Client’s trading limit has been set up and applied.
(b) Client’s account has been opened and approved by Sales function.
(c) Client has provided a written statement which confirm that:
i. Client agrees to guarantee the availability of funds and/or stock for settlement
before placing buy or sell order.
ii. In any case whereby client fails to provide funds and/or stock, client agrees to
absorb and refund all losses.

Risk Management Officer shall review the analysis of trade alerts performed by regional
Monitoring and Surveillance team, which alerts generated by Smarts Broker application
on T+1, and escalate any potential market manipulative transactions to Compliance LOB.
As part of trade monitoring roles, Risk Management Officer shall also monitor potential
fail settlement including potential borrowing of shares, advise potential risk on the fail
settlement and the borrowing, ensure mitigation process is conducted as per Standard
Operating Procedure, and escalate any issue to Board of Directors of JPMSI.

Reporting

Risk Management Officer shall provide updates on the implementation of the risk
management to Board of Directors regularly, through Operating Committee Meeting
(OCM). The meeting will be chaired by President Director, which members consist of
Directors and/or supporting functions managers.

Risk Management Officer prepares two types of reports periodically:

(@) Quarterly Key Risk Indicator (KRI) Report and other updates for Operating
Committee Meeting (OCM) and BOD/BOC meeting

(b) Semi-annual Risk Profile Report for Integrated Risk Management (financial
conglomerate) and BOD/BOC meeting

Risk Management Officer is also responsible to escalate any issue to Directors during
daily monitoring process or monthly KRI process, which will impact business materially.

4. Provide risk updates to Independent Commissioner.

5. Other roles and responsibilities as defined in the Global Legal Entity Risk Framework.

8.
8.1. Broker Trading Limit
Step# Details of Action Rl
Party
1 Monitor trading limit balance through Member Interface (MI) application RM Officer
(Risk Management Report>Trading Limit) during trading hour
Escalate any (potential) trading limit decrease and propose for additional
collateral by email to Finance, Settlement, and Sales LOB
RM Officer should aware of some causes of trading limit decrease among
2 others are: RM Officer

- High trading volume of high risk stocks or stocks with high haircut
- Borrow stock from KPEI for trade settlement
- Reduction of collateral amount that is pledged to KPEI
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In contrary, RM will propose for collateral withdrawal if trading limit amount
is higher than daily average amount, by email to Finance, Settlement, and
Sales LOB

3 Calculate and obtain approval for collateral deposit or withdrawal Finance/
Settlement
4 Process the collateral changes and report it to KPEI Settlement
5 KPEI will reflect the collateral change in Member Interface KPEI
Samples of Ml application are provided in Appendix |
8.2. Client Trading Limit
Step# Details of Action Rl
Party

1 Request for trading limit set up for new client Sales
Determine if the new client eligible for the Asia Risk Guidelines and
Procedures, and Exempt Trading Policy
If yes — input the applicable trading limit in Customer Account Acceptance

2 I_:or_m (CAAF) and liaise with Credit Risk Management team for trading RM Officer
limit set up
(Credit Risk Management team for Funds is CIB Credit Risk, for Hedge
Funds & Asset Managers and Non Funds is CIB Credit Risk Indonesia, for
International Client is CIB Credit Risk-Financial Institution)

If no - Credit Risk Management team will determine trading limit value and
if the request is rejected, this should be communicated back to Sales

3 (Credit Risk Management team for Funds is CIB Credit Risk, for Hedge | RM Officer
Funds & Asset Managers and Non Funds is CIB Credit Risk Indonesia, for
JPMSAPL is CIB Credit Risk-Financial Institution)

Request Settlement team to update the trading limit for new client in )

4 NOVA once got confirmation from Wholesale Client On Boarding (WCOB) | RM Officer
APAC Equity team that the on-boarding process has been completed Settlement
Generate client trading limit report on start of day which consist of limit,

5 . - NOVA
exposures, and available limit

6 Check the report to see if there is any trading limit breach RM Officer

7 _If there ig breagh limit, check with Sales if permanent or temporary limit RM Officer
increase is required
Confirm the limit change request by providing business justification. For

8 permanent limit increase, it should include client trading history and trade | Sales
value forecasting
Liaise with Credit Risk Management team for the limit increase

9 (Credit Risk Management team for Funds is CIB Credit Risk, for Hedge RM Officer
Funds & Asset Managers and Non Funds is CIB Credit Risk Indonesia, for
International Client is CIB Credit Risk-Financial Institution)

10 Once the increase has been approved, request Settlement LOB to update RM Officer
the changes in NOVA

11 Update the changes in NOVA Settlement
For temporary trading limit increase, RM shall perform daily monitoring as

12 detailed in step no. 6 and ensure the trading limit has been changed back | RM Officer

to the original amount on settlement date or longer, depends on the
request from Sales

Samples of client trading limit report is provided in Appendix Il
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9.

9.1. Smarts Broker/SB

JPMSI utilize SMARTS Broker/SB for trade monitoring. SB is a cross market surveillance service
system developed by the NASDAQ QMX SMARTS group, and used by JP Morgan to improve the
monitoring of securities markets. The tool will provide alerts on the occurrence of unusual
transactions as per JP Morgan standard which also cover Indonesia capital market requirements,

such as:
- Wash Sale
A trade between buyer and seller but there is no changes in the beneficiary ownership of
the stock. The motives are to create price ups/downs/stable in such a way as the price is
created through normal transactions, to give impressions that the stock is actively traded
on exchange or that the Broker is actively trading on exchange.
- Marking the Close
Placing sell or buy orders at the end of trading hour with low volume which motive is to
create closing price as expected, could be ups/downs/as the same as previous closing
price.
- Creating Fake Demand/Supply
There is 1 or more certain parties placing buy or sell orders with lower price under the
best price, but if the buy/sell orders are achieving the best price, the orders will be
cancelled or the quantity or price will be amended several times. Motive is to increase or
decrease the stock price by giving the impression to market as if there is high demand
and supply, to influence other investors to buy or sell the stock.
- Front Running
Exchange Member executes orders in advance based on the information that their client
will place big order on the stock which may affect the market price. Motive is to gain profit
or minimize losses.
- Unusual Transaction Volume/Value
Client places an order which historically is unusual in terms of volume or trade value. This
information will be useful for Indonesian Financial Transaction Report and Analysis
Centre (PPATK).
Step# Details of Action Rzgpensile
Party
1 Smarts Broker (SB) application generates trade alerts on T+1 Smarts Broker
Monitoring & Surveillance (M&S) team analyze each trade alert on T+1,
> input the analysis result and close the alert in the application. Once all M&S team
alerts have been analyzed and closed, send email notification to RM
officer
If there is any potential true alert, M&S team will investigate it by
3 requesting further explanation from Sales Trader, ECS, Middle Office, | M&S team
Compliance, or Technology team
When receive the email notification from M&S team:
- RM officer log on to SB application
(https://jpmorgan.smartsbroker.com/cmss/login.jsp)
4 - Download alerts by selecting all>copy selection to clipboard>export | RM Officer

selection and save it in shared folder (H:\RM\Alerts)
- Export the attachments for further review by selecting the
attachment sign then click export and save it in shared folder
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(HARM\Alerts)

Review each alert and decide whether the alert indicates potential
breach of regulations or internal policies, including any potential
money laundering activities.

Save the review result in shared folder (H:\RM\Alerts)

5 Follow-up money laundering activities with Compliance RM Offlcer
Compliance
6 Provide sign-off by replying the email notification from M&S team, if there RM Officer

is no further action required or once the investigation has been completed

Sample of email notification and details of SB application are provided in Appendix Il

9.2. Automated Ordering (Algorithm) and Direct Mark et Access (DMA) Monitoring

Risk Management officer shall monitor Algorithm and DMA activities using monitoring tools (front
office application and Smarts Broker/SB).

Other related functions (Sales Trading, Technology, and Compliance) are also involved in the
implementation in accordance to their respective functions.

A. Emergency Shutdown/Kill Switches

Emergency shutdown procedures are designed by JPMorgan to minimize the impact of
potentially catastrophic trading events by halting or stopping unintended trading activity.

The related functions within JPMSI will carry out its roles as follows:

1.
2.

3.

RM officer monitors trading activities through front office application.

RM officer will escalate any activity that potentially requires kill switches, to other
related functions (Sales Trading, Technology, and Compliance).

Based on discussion with all related functions, technology will liaise with regional
team for further actions as specified in the Emergency Shutdown Standard for
Electronic Trading document.

B. Algorithm Parameters

Electronic Trading Business Control Committee (E-Trading BCC) that is a forum consist of
global Business Owner, Quantitative Research (QR), Technology, Market Risk, Model Group
Governance (MGG), Legal, and Compliance has identified some controls applies for automated
ordering activities in Indonesia market, as follows:

1.

2.

Max Spread - restricts the spread that Algorithm may cross.

Action: Algorithm limits price, but continues to trade, alert fired.

Max from Last - max distance from stock's last traded price.

Action: Algorithm limits price, but continues to trade, alert fired.

Max from Open - max distance from stock's Opening Price.

Action: Algorithm limits price, but continues to trade. Alert fired.

Max from Previous Close - max distance from stock's Previous Close Price,
applies in Open Auctions only.

Action: Algorithm limits price, but continues to trade. Alert fired.

Max Child Order Size (Lots) - restricts the size of individual orders released to
market & alerts the trader when a threshold has been breached.

Action: Algorithm restricts size to limit.

Max Child Order Frequency - max number of child order amends/cancels that
Algo may send in 60/300 seconds.

Action: Algorithm will stop Trading and Alert. All orders on market are cancelled.
Max % Volume - max % of volume that Algo may participate. Hard cap on
Client/Trader values.

Action: Algorithm caps Participation.
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The details are provided in Appendix V.

C. Potential Risks and Mitigation

There are some potential risks that must be monitored during trading hours:

1.

Faulty or malfunctioning algorithm due to lack of algorithm testing, may lead to
unusual large trades, improper trading market disruption, breach of internal limits
resulting in reputation damage, financial harm and/or regulatory fines.

a. Poor quality of algorithm which is not in line with the designed or
expected behaviour.

b. Introducing an unauthorized trading algorithm.

C. System insensitivity and feedback loop for algorithm calculation that may
create incorrect historical data, resulting in sending incorrect instruction
to JATS.

d. System efficiency and speed in assessing, transmitting, normalising and

computing a mid-point price may influences the ability of a trading to
generate the best bid/offer and to develop a precise mid-point and affix

that to a matched trade.

Failure of hardware and software. The impact could be the order is not executed

according to client instructions or it is not executed to exchange.

Human error when entering client’s instruction onto trading system e.g. price and

time limit, may lead to unexpected result of algorithm trading.

In addition, due to high frequency, there is a risk of client trading limit breach
intraday. But the risk is very minimal for JPMSI due to DVP settlement.

To minimize the risk, JPMorgan developed an Algorithm Control Checklist that must be
completed by E-Trading BCC prior to launching a new strategy that covers:

1.General questionnaires about the algorithm and the parameters.
2.List of control specific to the algorithm.

3.Checklist for monitoring.

4.Limits management.

5.Control framework.

6.Compliance and regulatory requirements.

7.Software Development Life Sycle/SDLC.

8.Model determination.

RM Officer shall monitor the alerts generated by SB on T+1 that covers all trades including
algorithm and DMA.

On a quarterly basis, the E-Trading BCC set up a call to discuss any update from each
member/control function including new strategy being developed or launched, performance
review of the Algorithm and significant errors or issues updates.

9.3. Settlement Risk Mitigation

Step# Details of Action RESZOUEILE
Party
Settlement Team to inform any un-matched settlement instruction of
international/foreign client to Regional Operating Centre (ROC) cc Settlement
T+2 Sales Trading, RM Officer, and Compliance and to check eligibility of Team
stock borrowing to KPEI to manage possible late stock delivery from
client. Sales Trader
Sales Trader to advise any updates from client to Settlement Team.
Settlement Team liaises with ROC to get borrowing approval, unless | Settlement
T+3 Middle Office (MO) contacts Settlement Team directly. Email | Team
notification/approval should include max tenor allowable for client. Max | ROC
tenor is 5 days or depends on liquidity of the borrowed stock. MO
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T+3 — stock

Settlement Team updates the settlement and borrowing status to all | Settlement
returns . o OIS
date contacts in the distribution list Team
Settlement Team to inform all contacts in the distribution list plus MO if
Max stock . . . . ; Settlement
there is potential delay to return stock borrowing to KPEI, including
returns . . . . . - Team
estimation of all costs incurred. MO shall inform clients the potential
date-1 : MO
buy-in.
Max stock Sales Trading to obtain approval for the buy in and execute the trade
returns Sales Trader
on exchange.
date
T+2 — max
stock RM Officer performs the monitoring, advise potential risks, ensure .
L : : RM Officer
returns mitigation process is conducted, and escalate any issue to BOD.
date
10.

RM Officer prepares two types of report periodically:

10.1. Updates for Operating Committee Meeting (OCM)

and BOD/BOC Meeting

The updates consist of Key Risk Indicators (KRI) and any other risk information such as potential
operational risk found in daily monitoring and/or secondary placement project & new project
launched by regulator or internal JPM.

Step# Details of Action Regpensile
Party
Monthly basis
BD1 Request data from all operational functions (Compliance, HRD, :
1 : X RM Officer
Settlement, Finance, Technology) using the agreed template
All heads of
2 BD5 Provide data as requested operational
functions
BD6 Compile the data, assess the risk rating, and escalate major issues, if
3 any, to Board of Directors via email or ad-hoc meeting RM Officer
Otherwise, save the report in shared folder (H:RM\KRI\Monthly)
Quarterly basis
4 BD10 Compile latest 3 months of KRI RM Officer
RM Officer
5 BD11 Discuss the quarterly KRI with each operational function All heads of
operational
functions
6 BD12 Revise the KRI if needed, and finalize the report RM Officer
7 BD13 Obtain signoff from each support function RM Officer
8 BD15 Send the quarterly KRI including other risk information to Business RM Officer
Manager (BM) for the material of OCM
9 BOD provides signoff on the quarterly KRI in the OCM BOD

10
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The KRI consist of nine risk stripes:

- ion Plan

= Human (HR) function with supervisory of CAO monitors work
- Training ; N .
e [permit status of foreign staff, if any
people/ and/or s ense HR with supervisory of CAO will monitor license status of key person
behaviour - Hapw-ty Each LOB is responsible for monitoring resource issues in their LOB
L Sumen Soor a ing any issue to HR, CAO, LOB Manager, and BOD

- Fraud

Net Adjusted Working Capital (NAWC)
- Misstatement of Net Adjusted Working Capital (NAWC)
report; and/or
- Insufficient amount of NAWC
- Incompliance to local regulatory limits and other

i Capital requi

- NAWC value (daily average,monthly highest/lowest)

- Capital Structure:
- Subordinated loan value
- Debt/Equity

- NAWC value /Minimum value of NAWC
- Ease of access to request capital leverage to shareholders

- Finance team to ensure correct reporting of NAWC
- Finance team to monitor the NAWC position on daily basis and to
escalate any material changes to BOD and LOB Manager

audit results

- action plans related to regulatory - Financial capability of the
External Non-re; Audit . Audit Pindings
- Misstatement or omission in the external financial
reporting .

R i - Audit Results
- 3:"“ rating is less than unqualified . - Finance and Settlement team to ensure the implementation of PAPE
Quistanding igniflcant actioa/plaris ronypravious . Action Plans for trade related journal entries and applicable accounting principles for
audit results ; :

general entries

Internal Audit - Each LOB will ensure adherence to internal policies and regulations
- Inadequate Oversight & Governance (O&G), including |- Audit Findings . BT g il Syl I i ety
risks related to NBIA, project ‘major capital
. . . - Audit Resuits
- Audit rating is less than satisfactory
- Outstanding significant action plans from previous |, oo o

Business Complexity
The business complexity is not supported by

- New product/New Business Initiative Approval (NBIA) process

- Sales trading desk issues

NBIA process is performed involving all LOBs before new product is
launched

and KYC

- New client on-boarding (quantity, missing documents, timeframe, etc.) - RM officer liaise with Wholesale client On-Boarding (WCOB) team to

Know Your Client (KYC - KYC renewal/remediation (quantity, missing documents, timeframe, etc.) peciemithie aew chient On- Bosrd i5ig 83 well as EYC fenewal anid/of
to OJK Rule KYC Princi . Closi
les. cipal Closing account (reason, etc.) - KYC updates to be discussed in OCM

- Type of clients - Compliance will conduct audit regularly

- Sending order to JATS

- Network : .
Svstem Faiture Each LOB will escalate any system issue to technology team

|- System Access

Failure to develop and deploy secured, stable, and rel
technology solution

- Manual intervention

T €v team will follow up with vendor and/or regional technology

- Other main systems issues i d i

issues, etc.)

- Project updates

for solution

Trading Limit
Failure to execute orders on market due to i

- Block collateral amount and percentage (daily average, highest, and lowest)

Trading Limit

- Trade value in regular board (daily average, highest, and lowest)

- RM officer to monitor the trading limit during trading hour and escalate
lany potential risk when the blocked collateral is more than 50%, or if
there is any requirement to increase TL due to high trade volume, based
on information from Sales team

- RM officer will work with Settlement team to calculate and prepare
cash collateral deposit

| Trading Error/Facilitation

- Overbought/oversold, or price margin provided to client,
and delayed or missing reporting or approval in error
database

- Root cause analysis or action plans are outstanding for
previous records

- Trading Error and Facilitation value, frequency, and the P/L

- Sales team to ensure the reporting in a timely manner to identify root
cause and action plan
- Settlement team to send list of outstanding error and facilitation for

- Pending reporting and approval of the error/facilitation

to Sales team, cc Compliance and RM

- RM officer will help chasing Sales Trader to complete the report, and
Sales Trading Manager to acknowledge and approve the report in the
database

1 |Operational |

ent Tre Breach
- Client trade amount is bigger than the approved limit
- Request for credit limit increase not being raised by
Sales team and/or approved by RM officer and/or Credit

- Trading limit utilization

- Breach Trading Limit

- RM officer reviews the Client Trading Limit Breach report generated
automatically on start of day

- RM officer will liaise with Sales Trader if there is any potential
negative limits that requires temporary or permanent increase

- RM officer will request Settlement team to update the limits based on

Incidents or issues are escalated in a timely manner to
the appropriate persons

team the with Sales and necessary settlement risk analysis
. Trading limit increase - RM officer will Haise with Credit Team if there is any requirement to
increase the limits permanently
—— - Material issues (e.g. potential regulatory breach, written client complaint, open

mariket exposure) to be escalated

of the

- Status of the

All LOBs to comply with the Escalation Standard and Reporting Timeline

Customer Complaints
Number of formal complaints received from client due to
|delayed confirmation or other non-technical issues

- Verbal complaints from clients

- Written/formal complaints from clients

- Sales team and Settlement team will escalate any complaint from
clients either verbally or formally to RM officer and Compliance

- RM officer and Compliance will follow up with respective LOB, escalate
land/or discuss it further with regional team to identify follow up actions

- Complaints handling/follow up process

Finance team will ensure any complaint is reported to OJK on monthly
basis

[Operating Committee Meeting (OCM|

Meetings held and all minutes received. OCM must
have appropriate local risk function representation but
may be held at location or regional level, subject to LOB

- Latest OCM

- Distribution of OCM pack/MoM

- CAO marik each participant's calendar in advance for one year period
- CAO populate updates from each support function one week before next
schedule and distribute the OCM pack one day before the meeting

|poticy and size of business in location - Attendees/quorum
Tax - Outstanding tax issues Finance team liaise with Regional Tax team and external tax consultant
| Tax audit by local authority, internal tax LOB, or external . - 3
[y - Action plans for the tax issues in monitoring and resolving any tax matters
Internal C Policy Breach - Audit/ findings related to key processes (NAWC, KYC, TL, order
- Potential / confirmed license breaches reported to mansagement, ssttlement)
investigati fine
gulatory

confirmed breaches to internal compliance policy

- Regulatory Audit Results

(Exclude Personal Account Trading
- Outstanding action plans from previous regulatory or
internal poticy breaches

- Corrective Actions

/L
OJK/IDX/KSET
- Regulatory Inspection / Audit / Review grades less
than satisfactory

- Action plans outstanding from previous regulatory
inspection / audit review

Audit / Review Grades —

- Regulatory Audit/Inspection findings related to key processes (NAWC, KYC, TL, order

management, settlement)

- Regulatory Audit Results

- Corrective Actions

- Each LOB has the responsibility to comply with internal policies
including SOP and relevant regulations

- Each LOB to escalate any potential breach to and discuss it further with
Compliance for corrective actions

General Ledger and
GLRS Location Management Report

(GLRS)

Total number of

total

number of accounts subject to GLRS

Finance team and Settlement team will receive email notification from
regional team when GLRS can be started, or if there is any
outstanding/missing account

Unconfirmed/Unaffirmed Trades

Oy and d Trades

- Total number of unconfirmed/un-affirmed trades

Settlement team performs pre-matching until SD and raise any un-

- of

d trades

on SD-1 to Sales team and Regional

Outstanding/unexplained Nostro balances or fails

|Operating Centre (ROC) team, cc RM and C
Front Office (FO) to Back Office (BO) Reconciliations - Total aumbes of incaconcliadtrades team performs trade reconciliation after market closed and
[Aging of position - of unreconciled trades raise any issue to Sales team

- Aging period of the trades
Nostro - Total number of unexplained Nostro balances or fails Settlement team performs Nostro reconciliation after market closed and

- of

Nostro balances or fails

raise any issue to Finance team

Late capture of trades
Trades Captured / Booked (but not necessary allocated)
late or not in compliance to the local exchange rules

- Number of late cross reported on T+2

- Percentage of late cross reported on T+2

- Number of reporting of late cross on = T+3
- Percentage of late cross reported on = T+3

Settlement team performs trade reconciliation after market closed and
raise any issue to Sales team

11
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- Fail to deliver value of institutional clients/buy trades value of institutional clients
_Fail to deliver value to other brokers/ sell trades value to other broker ‘“"“")"e“:‘;’ pre-matching stacting from Trade Dats (TD)
The outstanding security settlements resulting in " Fail to deliver frequency of institutional clients et ate/(SD),; escalates any uamatched settement
. : on SD-1 to Sales team and Regional Operating Centre (ROC)
2 |Credit maricet / / risk, - Fail to deliver 5 to other broker . ; g
A : > e - cc RM and C: and finds sotutions as per available failed
financial exposure or exchange rules breach - Pending fail to deliver frequency of institutional client providod
~ Pending fail to deliver frequency to other brokers c Reiai st [ ENISAPL) 5 i o traies o518
- Highest value of trades done on negotiation board
Average haircut value/Average fair market value of the portiolio
3 |Market Portfotio losses " Unrealized loss/ Total Assets The Firm maintains portiolio for facilitating client with odd lot shares
- The concentrated portfolio value/Total paid in capital
“Current Ratio
Current asset is not sufficient to pay short - Cash Ratio
- Current asset is not sufficien y short term
y * e Pey " (NAWC Excess Value x 4)/ Underwriting portion
c ¥ = ¥ ¥ ? .
ohe Peeen is unable to settie aceount payabies t : [Aver[oge Cash + Cash Equivalents + Deposit + Collateral in KPEI)/Average payables
= 0 KPE] . : "
clearing agency (KPEI) for the regular clients e Avarass Cash  Gash Bquivaicnts] Averags faii 1o recsive of instivationsi Giients |- Settlement team monitors daily cash position, trades payables and
transactions ey receivables
Py - The Firm doesn't have liquidity when conducting  Fail i receive vaime of Instimatenad Clinte (VK - Settlement team will liaise with finance team if there is any funding or
ULy | nderwriting activities (cash basis) B er e = Sl Gt i) capital increase requirement
- The Firm is unable to settle the fail to receive from  Preqwency olpeatiag PR ——— : Clionts (NK) - International client (JPMSAPL) to settle all trades on SD
as ntoon et . . (Average Cash + Cash Equivalents)/Average fail to receive from other broker
- The Firm is unable to settle the fail to receive from ; :
- Value of fail to receive from other broker
other brokers
- Frequency of fail to receive from other broker
- Frequency of pending fail to receive from other broker
- Liquidity ratio
~Audit Findings
- Audit Results
. - Corrective Actions
Litigation costs, and v fines
resulting from the failure to comply with laws, - Litigation amount
¢ ) g - Ratio of litigation value/excess NAWC value - Each LOB will ensure adherence to regulations and internal policies
S |Legal regulations set by OJK/IDX/KSEI, prudent ethical
Y - of legal attorney or representation in court - Bach LOB will update and implement SOP consistently
in any aspect of ;
: : ’ - Fulfitment of the legal agreement terms
business, but exclude strategic and business risk 3
- The use of the dispute resolution forum
- The number and nominal value of products not regulated
~Product choices
- Business strategy
- Fiscal/monetary changes and the impact to business
- Profitability
- Net Profit Margin ratio (Net Income/Net Sales) - Client focus and revenue target is set and communicated properly by top
- Costs/R t to local sales
|A possible source of loss that might arise from the osts/Raveaue [eaag=ment SESetenm,
6 |Strategic - ROA Ratio (Net Income/Average of Total Assets) - Regular meeting is conducted to monitor the status and any issue on
pursuit of an unsuccessful business plan e :
- ROE Ratio (Net Income/Shareholders' Equity) achieving business target
- Revenue/Other Income - NBIA process is conducted properly
- The achievement of profit target in the last 3 years
- Policy of dividend repatriation
- Retained Earnings
- Profit Increase
N - Number or of with Trading ID - Sales team to escalate incorrect Trading ID to RM officer for corrective
- ~ action during trading hour
Incompliance to IDX Rule No. II-A Art. V-6 regarding - Root causes
i - RM officer to double check execution file at end of market hour to
o - Action plans ensure correct reporting of Trading ID
- Number or percentage of executions flagged as free release in trading system [ EMstices toymoniiorexecutions;atend of mesicet hots
Free Release - RM officer to escalate findings to Compliance and technology team for
Incompliance to IDX Rule No. II-A concerning Equity Type|- Root causes further investigation and follow up action
7 Trading - RM officer, Compliance, and Technology team to keep track delivery of
- Action plans the solution
- Total alerts - ; - ;
eade Monitoring and Surveiliance Monitoring of trade alerts using Sma(rl;l :olxer. anad.ly sis don:‘ bl_;M
Frace Monitoring and Surveiflance and eam and review by RM on
Incompliance to Capital Market Law No. 8 Year 1998 s ® - 'r;:x >
|Art.90-93 regarding Fraud, Art.91&92 regarding Market | A7t for escalation ) )
A ’ : 4 M&S team, RM officer, and Compliance will ensure the escalations will
Manipulation, Art.95-98 regarding Insider Trading ;
- Action plans be followed up by respective team (Sales/Technology team)
~Sales team and Settlement team will ensure escalation to
- Verbal complaints from clients [RM/Compliance if there is any complaint to be raised by client(s) verbally
and/ or formally
ernaicomatatia o frornciacia) e - RM officer and Compliance will follow up with respective LOB, escalate
- Formal complaints received from client(s) due to - wi
F 3 Written/fermal complaints from clieats land/or discuss it further with regional team to identify follow up actions
delayed confirmation or other non-technical issues
& |Reputation | : N Finance team will ensure any complaint is reported to OJK on monthly
- Negative news about the Firm being published in e
media - Negative news being published by media )
- All employees are responsible to maintain the Firm's reputation in
accordance to the regular training conducted by the Firm. RM officer to
- Complaints/negative news handling/follow up action escalate any potential reputational risk to BOD as well as regional team
for follow-up and corrective actions.
I The risk to earnings or capital arising from Nostro - Intragroup Nostro Balance Finance team and Settlement team maintain the Nostro balance with
9 ,:,‘::"‘“’“;z account maintained with the Main Entity (JPMCB - Credit lines provided by the Main Entity main entity at the minimum amount, which is enough to cover general
|[Jakarta branch) - Utilization of the Credit lines from the Main Entity expenses for several months

RM Officer will measure the risks

Probability

by referring to tables below:

of Occurrence

Likelihood

Consequences Severity

<10%

Unlikely but can reasonably be expected to occur (no

Minor

Possible 10-25%

Will occur at times

Significant Moderate

Likely

25-50% |Will occur frequently

Serious High

>50%

Continuously experienced

Major

Inherent Risk

Moderate
Moderate

Impact

|

-
-

=
o

Inherent Risk =

Loww

Low to Moderate
Moderate
Moderate to High
High

Qua

=
=3

Fair

Satisfactory

ty of Risk Management Implementation

inal ssatisfacto

Sample of quarterly KRI, data request and email approval are provided in Appendix V.

12
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10.2. Semi-annual Risk Profile Report for Integrate  d Risk Management and BOD/BOC
Meeting

- Semi-annual Risk Profiles Report is a summary of JPMSI risk profiles for the period that
ended 30 June and 31 December.

- The report consist of 9 type of risks which include credit risk, market risk, liquidity risk,
operational risk, legal risk, reputation risk, strategic risk, compliance risk, and intra-group
risk.

- RM officer liaise with each risk owner when performing the assessment of risk ranking for
each type of risk.

- The report is sent to RM officer of JPMCB Jakarta branch for further discussion within
Integrated Risk Management Committee, prior to each due date of reporting to OJK, which
schedules will be agreed between JPMSI and JPMCB Jakarta branch.

Step# Details of Action Responsible
Party
1 BD6 Prepare semi-annual Risk Profile Report using latest template and RM Officer
update the report based on latest 2 quarters of KRI
RM Officer
2 BD7 Discuss the report with each LOB All LOBs’
heads
3 BDS_ Revise the report based on the discussion with each LOB, and RM Officer
finalize the report
o RM Officer
4 BD9 Obtain signoff from each LOB All LOBS’
heads
5 Sr?tg Send the report including all the email signoff to RM officer of main RM Officer

Sample of semi-annual Risk Profile Report and email approval are provided in Appendix VI.

RM officer should also monitor daily trading behaviour and escalate any issue that may expose
JPMSI to reputational risk or other risks. The issues should be shared to Compliance LOB and
BOD verbally or by email.

If there is any audit finding related to risks, this has to be reported to Risk & Control Office, input it
to Force system manually, including the details of the finding and follow up action. Risk & Control
Office team will monitor and ensure that follow up action has been completed and the Force report
can be closed.

If there is any regulatory change concerning Risk Management, it has to be reported to Force
system as self-identified issue. Details must be lodged into the system, including impact and follow
up action. Risk & Control team will monitor and check if the follow up action has been completed
and the issue can be closed.

JPMORGAN CHASE & CoO.
13



11. Maker — Checker
No Process Name Maker Checker /Approver
1 Broker trading limit monitoring N/A (the information is provided RM officer
by Member Interface system)
2 Client trading limit set up Credit team (for Funds is CIB RM officer
Credit Risk, for Hedge Funds &
Asset Managers and Non Funds
is CIB Credit Risk Indonesia, for
JPMSAPL is CIB Credit Risk-
Financial Institution)
3 Client trading limit monitoring N/A (the information is provided RM officer
by NOVA automatically)
4 Trade monitoring via Smarts Monitoring and Surveillance RM Officer
Broker system team
5 Due diligence of CAAF RM Officer WCOB APAC Equity team
6 Quarterly Key Risk Indicator RM Officer Each LOB Head
Report
7 Semi-annual Risk Profile Report RM Officer Each LOB Head
12. Escalation Matrix
No Team Name Description Email
1 Front Office Team Follow up the escalation sent by Direct email
Mé& S team
2 Compliance LOB Follow up escalation of trade Direct email
alerts, money laundering and
invalid Trading ID
3 Settlement Team Follow up Broker trading limit Indonesia.Cash.Equity.Ops@jpmorgan
escalation .com
4 Finance/LEC Team Follow up Broker trading limit jkt fin equity@jpmchase.com
escalation
5 Monitoring and Surveillance Trade alerts analysis Asia_Compliance_-
(M&S) team _Monitoring_&_Surveillance@jpmchas
e com
6 Electronic Client Solutions (ECS) Follow up the escalation sent by ecs-hk@jpmorgan.com
team M& S team
7 WCOB APAC Equity team KYC issues wcob.apac.equity.and.prime@jpmorga
n.com
8 Global Credit Risk Management Indonesia Cash Equity Facility gcrm.mumbai.reporting@jpmorgan.co
(GCRMO) Overlimits team m
9 CIB Credit Risk team Trading limit set up for funds Direct email
10 CIB Credit Risk Indonesia team Trading limit set up for hedge cib_credit_risk_indonesia@jpmorgan.c
funds & asset managers and om
non-funds
11 CIB Credit Risk-Financial Trading limit set up for Direct email
Institution team JPMSAPL
12 CRMO India Deactivation team Pre-Trade Approval crmo.india.deactivation@restricted.cha
se.com
13 Operating Committee Meeting Provide approval on KRI, Risk Direct email

Profile Report, SOP and other
strategic updates

14
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13.

14.

Forms and Templates

N/A

Daily KRI
Monthly KRI
Quarterly KRI

Semi-annual Risk Profile Report

Systems and Shared Drives used

No

Name of
Application

Description

URL Reference

Support Team Name

Support
Team
Email

Smarts Broker

Market surveillance and
compliance solutions by
NASDAQ OMX.

https://jpmorgan.
smartsbroker.co

m/cmss/login.jsp

Compliance trade
surveillance tech team

SMBC-
ClientServices

@nasdagomx.c

om

Member

Interface

A portal that provides an
integrated and
comprehensive information
about risk management
related to the activities
carried out by Clearing
Member and Trading Limit.

130.202.22.95

Risk Management Team
of KPEI

unit.kke@kpei.c

0.id

Phone: 5299 —
5735

Cosmos

Cosmos (aka BNS) is a
comprehensive order
management system that
handles order validation,
persistence,
acknowledgements, and
routing for both touch
(interactive) and no-touch
(DMA - Direct Market
Access). BNS also
manages post
execution/surveillance
functions.

Via
team

local Technology

Direct email

NEO Global

The New Equity Order

System, developed
originally in Tokyo to
provide a consistent
interface between various
trading systems and
exchanges. NEO accepts
orders from trading
applications and routes
them to exchanges.
Execution  reports  are

Via local Technology

Direct email

15
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routed back from the
exchanges to the
originating application. In
additon NEO manages
order state for supporting

order and execution
amendments and
cancellations. It has
specific support for
optimized trading of

baskets and waves. Each
NEO process runs as a
redundant pair, generally
multiple processes running
on two separate hardware
configurations. One
process is the primary, and
the other is a secondary
running in hot stand-by
mode. In the case of a
failure on the primary the
secondary process can
take over. The failover and
recovery process should
take only a few seconds.

TROVE

The application that
consolidates and
normalizes trading data
across multiple  feeder
systems; providing a single
repository  for  various
consumer inquiry services.

https://service-
cotv-p-eg-
na.jpmchase.net:
20102/custom-
search/SR3SSIV
JAG

SELM

The Strategic Exposure
and Limits  Monitoring
application that provides
access to a vast range of
client limit  information
necessary to  monitor
Derivatives and Securities
counterparty trading line
usage. SELM is used
across regions by all
GCRM Front Office, GCRM
Middle Office and LOB
users participating in limits
monitoring functions.
SELM's key functionalities
are: 1. Facility Mapping
(batch) 2.  Constraints
Evaluation (batch) 3. User
Interface, which displays
Facility  Limits, Credit
Exposure and Availability
4. Over limits Processing
(batch) TCP/FM Functions:
Position linking for TCP
products Unused
calculation for TCP
products CFAS (credit
facility availability)
calculation Memo-posting
used by Asia Trade
Operations.

https://citssweb.u

s.jpmchase.net:8
443/selmweb/ho

me.action

Risk Management
Customer Support

Risk Technology
Customer Support

Risk Entitlements Support
Team

Risk_Managem
ent Customer

Support@jpmor
gan.com

Phone: Toll
Free 800-757-
1581 or direct
602-606-4216

Risk Entitleme

nts Support@jp
morgan.com

ICRD

An application that
provides users with fast
access to client reference
data, ratings and exposure
information. Users are able
to drill down to view facility

https://icrd.jpmch
ase.net:8443/icrd

web/links/index.j
sp?fromRoot#{"s

howLinks":"links

Page"}

Risk Management
Customer Support

Risk_Managem
ent_Customer

Support@jpmor
gan.com

JPMORGAN CHASE & CO.




information for a particular
client or family, to see the
reference data for the

facility, facility amounts,
dates, pricing, finance
arrangement  information,
eligible  borrowers  and

supports. Users are able to
drill down from the client
record or from facilities to
view out standings.

Risk Technology
Customer Support

Risk Entitlements Support
Team

Phone: Toll
Free 800-757-
1581 or direct
602-606-4216

Risk_Entitleme
nts_Support@jp
morgan.com

Exposure Now

An application that
provides users with fast
access to client reference
data, ratings and exposure
information. Users are able
to drill down to view facility
information for a particular
client or family, to see the
reference data for the

facility, facility amounts,
dates, pricing, finance
arrangement  information,
eligible  borrowers and

supports. Users are able to
drill down from the client
record or from facilities to
view out standings

https://janus-
$S0.jpmorgan.co
m/sso/action/logi
n?domainName=
jpmchase.net&U
RI=https%3a%2f
%2fcrm.us.jpmch
ase.net%3a8443
%2fenWeb%2f&
msg=+&securityL
evel=0&cs=ToVvd
OUXOqlVi%2fRo

ZOXsjTKFzZW8k%
3d

Risk Management
Customer Support

Risk Technology
Customer Support

Risk Entitlements Support
Team

Risk_Managem
ent Customer

Support@jpmor
gan.com
Phone: Toll

Free 800-757-
1581 or direct
602-606-4216

Risk Entitleme

17

nts Support@jp
morgan.com
IBID A web-based provisioning | https://ibid.jpmor IBID Request
application managing | gan.com/RMT Management Help Guide
identity, entitlements, and
other user attributes for
employees and  client
contacts in the Investment
Bank.
15. Data Sourcing
N/A
N/A
N/A
JPMORGAN CHASE & CO.




16.

16.1. Broker Trading Limit Monitoring

Member Trading R
Interface Limit

Process Flow Charts

RM
(8.1£1)

Stop the

RM, Finance and
Settlement
(8.1=29)

16.2. Client Trading Limit Set up

Sales
(8.2#1)

KPEI
(8.123)

market closad

RM

(8.222)

18

Credit Risk Team
(8.222-3)

Settlement team
(8.224)

NOVA
(8.2%3)

JPMORGAN CHASE & CO.



16.3. Client Trading Limit Monitoring

NOVA
(8.2#3)

Sattlement
(8.2#11-12)

Risk Managament
(8.2#6,10.12)

v

Cradit Risk
Managament

team

(8.229)

16.4. Trade Monitoring via Smarts Broker

Breach No Stop the
L”?“? monitoring on
.257) marketclosed
Yes
Sales
(8.2#8)

Monitoring &
Surveillancateam
(9.122)

Smarts
Broker
9.1£1

RM
(9.1=24&6)

Sales

Trader/ ECS/MO/
CompliancaTach

(9.1#3)

19

Complianca
(9.1=5)
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16.5. Key Risk Indicator Report

Monthly Basis Quarterly Basis
RM All Operational Compilaf
(10.121&3) = Assess

Functions
(10.122)

risk rating
(10.1.24)

Revise
the KRI
(10.126)

Yes Draft
Discussion
(10.1=5

Save.sba file
& stop the

procass

No

Fmal Heads of ops
Quarterly KRI functy
Board of :ﬂl‘)___ (10.1#7)
Directors
(10.1#3)
4
Board of BM
Diractors (10.1#8)
(10.149)

16.6. Semi-annual Risk Profile Report

Risk Draft
;“’ﬁlrn »| discussion
‘emplate 282 2=3
Q035 (10.222) (102=3)
Mam Entity Heads of Fimal Report
(10.2#5) < LOBs (10.2#3) <
(10.2#9)
\_/——

17. Service Level Agreement

Trade and Communication Surveillance between JPMorgan Chase Bank, N.A. — Hong Kong
Branch, J.P. Morgan Administrative Services Australia, JPMorgan Chase Bank, N.A. — Singapore
Branch and PT J.P. Morgan Securities Indonesia

18. Defined Terms

APAC Asia Pacific JPMSI J.P.Morgan Sekuritas Indonesia, PT
AML Anti-Money Laundering KPEI Indonesia Clearing and Guarantee
BCC Business Control Committee LOB Line Of Business

JPMORGAN CHASE & CO.
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BOC
BOD
DMA
ECS
E-Trading
ETT
GCRMO

MO

iCRD
IDX
ROC

JATS

19.

Board of Commissioners

Board of Directors

Direct Market Access

Electronic Client Service

Electronic Trading

Electronic Trading Technology

Global Credit Risk Management Operations

Middle Office

Integrated Credit Risk Desktop

Indonesia Stock Exchange

Regional Operating Centre

Jakarta Trading System

M&S Monitoring and Surveillance

MGG Model Group Governance

Ml Member Interface

MLRO Money Laundering Reporting Officer

NAWC Net Adjusted Working Capital

OCM Operating Committee Meeting

OJK Financial Services Authority

PPATK Indonesian Financial Transaction
Report and Analysis Centre

QR Quantitative Research

SDLC Software Development Life Cycle

SB SMARTS Broker

Risk Management Officer shall go through the procedures and refer to the policies and other
documents listed on section 20.

20.

21

OJK Rule No. V.D.3 concerning the Internal Control of a Securities Company
Conducting Business as Broker-Dealer.

Capital Market Law No.8 Year 1995:
Article 90 and 93 concerning Fraud.
Article 91 and 92 concerning Market Manipulation.
Article 95-98 concerning Insider Trading.

Law No. 8 Year 2010 concerning The Prevention and Eradication of The Crime of
Money Laundering.

IDX Rule No. II-A Provision No. 11.1.13 concerning Securities Trading: the Securities
Exchange Member is responsible for all transactions conducted at the Exchange.

IDX Rule No. IlI-A Provision No. V.7 concerning Exchange Membership: exchange
member that provides DMA is required to establish surveillance system and having a
dedicated officer to oversee client’s transaction pattern excluded from
appropriateness.

JPMORGAN CHASE & CoO.



- KPEI Rule No. 1I-13 concerning Risk Calculation.

- OJK Rule No. 17/POJK.03/2014 concerning Implementation of Integrated Risk
Management for Financial Conglomerate.

- PPATK Rule No. SE-03/1.02/PPATK/05/15 concerning Indicators of Suspicious
Financial Transactions for Financial Service Providers.

- Exempt Trading Policy.

- OJK Rule No. 57/POJK.04/2017 concerning Good Corporate Governance
Implementation by Securities Companies Conducting Businesses as Underwriter and
Broker-Dealer

- Global Legal Entity Risk Framework

If there is any discrepancy between regulation and internal policies, RM must follow the
regulations released by local authorities..

Relevant Legal Obligation N/A
ID
Other Procedures «  Emergency Shutdown Standards for Electronic Trading.
. E-Trading Control Standards.
. Operational Risk Standards.

. JPMSAPL — Compliance Surveillance — SMARTS Broker Surveillance
Procedures Version 1.5

21. Record Retention

All records must be retained for 5 years for tax purposes and 30 years for legal purposes, at
minimum.

22. Access Control and Privacy Protection

All data is saved in home folder that can only be accessed by RM Officer. Systems access is
certified regularly by user, line manager, and information owner.

JPMORGAN CHASE & CO.
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23. Appendix | - Member Interface Application

1. Log on to the application

OC) & v /nmrsssvencntioson 5+ 0| @ Member etace <] [nlxof

File Edt View Fovortes Tools Help

B v B v @ v Pagev Sefety~ Toosv @ & & [

A\
k e?r

Member Interface

Copyight © 2010 - KPEI Jakars - INDONESIA. A8 rghs reserved

2. Trading Limit Dashboard (mask the economic information & user name)
old

HOME  ABOUT  CHANGE PASSWORD  LOGOUT

Member Interface

ey, 19 September 2014 63635 PM. Last Login ¢ 07 Septermber 2014 1:18:07 PM

Dashhoard
Clearing Member : bK # J P Morgan Securities Indonesia # 1CH |
Infarmition &= Per SN2 4 181805
Pool Equity Derivative Fixed Income SBL
Effective Collateral el 231.178.000.000,00 0o 231.178.000.000,00 231178000000 00
Blocked Collateral oo 13.233 535,227 92 00 a0 00
Free Collateral for Limit 217 244164 772,07 217844 184 77207 00 231478.000,000,00 231 178.000,000,00
Trstdng Linit B0 435832954405 00 ce23momNON0 2347800000000
Trading Member . | BK & JP. Margan Securfties Inconesia # ICh v|
Pool Equity Derivative Fixed Income SBL
Limit 435 888 329.544,00 435 888,329 544,00 0.00 000 000
Uzed Limit il 00 oo ooo 0o
Ayailsble Limt 435 858 320544 00 435,588,320 544,00 ] ool 0o
Traded Limit _ o - 0.00 oo 0m
Balance 435.888.329.544,00 435 888329 544,00 000 000 000

JPMORGAN CHASE & CO.
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new

HOME ABOUT CHANGE PASSWORD LOGOUT

ﬂ?j@Y‘TH : 'Memrber 'Interface \

Member Id: B Name : Date : Friday, 13 September 2014 5:36:35 PM  Last Login : 07 September 2014 1:18:07 PM

Dashboard

Mulai 6 Januari 2014, Perubahan Satuan Perdagangan (I

Clearing Member * BK # JP. Morgan Securities Indonesia # ICM ]
Information as Per +19/09/2014 18:18:05
Pool Equity Derivative Fixed Income SBL
Effective Collateral
Blocked Collateral
Free Collateral for Limt

Trading Limit

Trading Member | BK # J P. Morgen Securities Indonesia #1CM v |
Pool Equity Derivative Fixed Income SBL
Limit
Used Limit
Available Limit
Traded Limit
Balance

24. Appendix Il — Client Trading Limit Report (mask per  sonal email
address & client name)
old

BId9I0e 95 g o @ =R

B veoe | vorane -0

Bvectng (3 ovetor G Tobamager N Brue- G ay, Mrno ™ B=

o P A 2 3 S T

@M- SiTemEmil o Done g : % @ Relatea [

+ el ar - . iz Follow | T
G- O | Reoy Repy Fovars T cmeien (5] MO o M aegoe poow Tomte [ 5T zoom |
Delete Respond Quick teps . Move Tags . eating Zoom ClckTo Canl

From: novidp@ipmchase.com Sent: Tue117/20178:00 AM |

To: ; ® @b, Retro X

(c

Subject: [NOVIDF) Nova ID Trading Limit Report - 2017011708008

I Message | B TradinglimitRpt.20170117080028.csv 5 KE)
&
|

23 Retention Policr. JPMC_Inbox 180 § months) Expires:  7/16/2017 1

JPMORGAN CHASE & CO.
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new

I Rt B = @ =¥
[ veessce | verage @
Oy Y 2y TeMeding QGuowioT Gy ToMaman N @euee 5] ¢ Arma —
Sanore 2 G 3 (B ] i
e x “" “@ =3 [+ T8 34 Team E-mai o Gone ‘Hﬂlmu y "—g H Y 2 Rebated q v [
S unk - Deleit | Beoky RSl OO By norre | Bk RepbyaDeinie % Contetew  [3]| M amionss | pebie st 2 T | T Dy e | |t misse o
Quick Steps o Move Tgt " Edting T Call.
Sent: Tue 11772007 8:00 AM
=i
5]
Retention Pollo: PAC_tnbax 140 montf) Expires 11672017 (]
[Read-Only] - o @ =1
Home | Inset  Pagelayowt  Formuias  Data  Review  View  PRCPRO-  SecureZlP 2@ =
:“"‘ At 0 AN ==l Y Swere Gener - [Nomal " B Good Neutral Fm | ;lmsm.-fr P
copy - [ Fare
P g romatpoete [ B 7 U O A W R Buesenceoner-| $ - % 0 |23 Gt rormut | TR Exponaty .. (BRI Linked Cot__ N B ot 7y Cug o 0ned |
Giipboard - Font E Aignment ol hme o stes ceis cating Gk To Cal
014 - £
A ] B [ C [ D | E [ F [ G [ H [ I | J [ K [ L [ M [N 0 P [ Q@ R § [ T [ U V[ W[ X [ Y [z [ MT]Aa
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25. Appendix Il — Smarts Broker (SB)

Email notification from Monitoring & Surveillance team (mask personal email address & PI)
old

Bd90 s Indonesia Daily ile: 16 Jan 2017 - Message (HTML) o @

B vessoe | vonsge <0y
Quionore x B Meeting 23 Move to: 7 G To Manager 23 ([ Rules © ( )g [ =) A MFng )
L ;J' R-)) F-J @M- | STemEnsl o Done ) Fonetote | Ll 1 . D s 4
unk - Delete | Reply Repy Forwara o Aoson Mark_Categarze Follow | Tranite
& Junk el By vore+ | B Repty&Dciete T Createew [7]| M @ nctons - | pSun ark, Categorte Folow | Trnsite o g
Delete Respond Quick Steps ] Move Tags 0 Editing 8
3
From: ® Chan, Andy HC Sent: Tue17172017315PM
To: @ Wudandari, Retno X
e o) APACHAS OM.EHM
Subject_ indonesia Daiy i 6 an 2017 -
HiRetno, &
Please kindly note that daily alerts have y for your igr

No other possible exception was noted. Thanks.
Kind regards,
Andy

Andy Chan | APAC Compliance Surveillance| 3.P. Morgan | 33/F One Island East, 18 Westlands Road, Island East, Hong Kong | T: (852) 2800-2046 | andy.he.chan@ipmorgan.com

JPMC Intemal Use Only

—

=T

23 Retention Policy: JPMCInbox_180 6 months) Expires: 7/16/2017
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Indionesia Daiy File: 16 Jan 2017 - Message (HTMU)

Hidooe vz

B

B oo | e
Rousstng | [53 sowetac? e ey | B e | @
e ) 5 Y YR L
KBS 5" Sl Jom S5 YD g
ak+ Dudle | Reply Regh Fomard sign Mark Catigorss Follow | Tandite 0om
& o s Bomore: | ChRepyapdae i Cesteen = Pl ewd e e ¢ setect
Betete Rispind QuikSeps [ itng e
From . Sent TueanaDty 315
To
e © APAC 8 oGt
Svjec nasoesia Dusy s 16 s 2017
HiRatno, M
dis now resdyfory @

No ather possible exception was noted. Thanks.
Kind regards,

Andy

JPME Intermai Use Only

B3 Retention Palice IPMC Inbor 180 & monthd Boies 71872017

2. logontoSB

1)
old

MNLASEDLAKL) AV | SMARTS Broker

Logon to Smart Broker and input personal login credentials and password.

Orgar

Login successiul, welcome Wai Ling Tham

Frogram et | Changs passwoed | Eda

Program stars

T

T posmeneng i Appie Mo, SLLERTS Beo bk
Bl AR Cid WA Vst v B B e e ] e
1D RS PO DT O RN

ST et will Do [e-Sarscl e I e mory 10 e

DEFOrMance o My wsh o iy W

Fleass mane sure hat when esfing e 3eodcafion, poe aleo b

e ATPECREGN PO TTIEY WET 1D GG B e e

Email support detaiks
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2)

J.PMorgan

NLASDAL) OADC | SMARTS Broker

Login successful welcome

Program stan |
1OOLTOrT 2 I 33 P

Logun

Program start

en FUNAING = Ve DS SILARTS Broxer is
Se launched IBUNCHed N 3 2eCUNe SANADOE CULTESe Of FOur wel
ESrowser You will e Prometed o ABCW ACCTEES When

1o ke p Four Browser Open
SIANG Mes. DANEND. eic
ace more mammory 3o SMARTS Brorer

W P i ASDIET Mo0e SIEARTS G orer wen
3 YO WeD DICWIer 2nd you will need

SALAITS Broaer well Te resi
Fou can an

w3 3o ance <

Sure That when suBng Tre ICCHCD

on
FOU MEY Wt o CONIUR The Cone

=
e appacason

aze

Emaill suPPOrt details
Prosect support

Techne ol SUPEoTt

Once successfully logged on, the SB starting screen will be displayed.
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3. Reviewing the SB Alerts Analysis
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1)

Select all>copy selection to clipboard>export the selection to excel format and save it in H:\RM\Alerts
old

Nasdaq SMARTS Trade Surveillance - 8.1.4

Copy Selection to Clipboard Ctrl+C

lished the dosing price. Client Account 506564 sold x53,300 during the day prior to the dosing
Account 506564 was one of the accounts that traded on the sell side during the dosing auction,

r x108,400 out of the total auction volume of x807,000 (13.43%). The order(s) which generated
t 506564's auction trade(s) were price limit orders. Today's high was IDR 15,200.000 - Today's low

-~ Nasdaq o JPMorgan
o 0 16 Jan
‘ A Curentdlerts @ Archive @ SMARTS Connect( 2 |
% Alert notification :AI - :Al alerts v | =) Manage Alert 10 Export Attachment
EX |AlertTime| _security Description Status | Ownedby| Comments

Export Selection... )
P RADE REPORT (HOUSE) (SUMMARY) - Over the course of the day, House JPMORGAN executed 12 Closed achan Jan 17, 2017 I
Layout es. See the attached CSV for details (Click ‘Export Attachment’ at the top of the screen). Jan 17, 2017 i
SING COMPLETE (HOUSE) - This alert signifies that the alerts for IDX have completed processing Closed achan Jan 17, 2017 R4
AV J2  Find &Filter Toolbar Ctrl+F
@, | | @EE)
&/ " sy : . e January 16,2017 || | incuded data: Al data v | secuity: vA
> [ Trades Volume Value x |
total 1,840 12,032,400 Rp 96,348, 762,500 high Rp8,075 first Rp8,075
e low Rp7,975 last Rp7,975
U (@D | x| s5Z2 |45 (@@ B B | GEEER v Events ¥ Hour X
[/ MarketFilter % /| Counterparty Filter X J/LegendFilter X
| MarketDisplay Entity| Broker v Type|Volume | TradeColours |
AR | Buyer Seller @ seller Initiated |
@E)5) o | METTTET—
‘spread Co [ JPMORGAN (idx) - e
[l NextBest Ask Spread 8 c;o:zd
C s
Best Ask ad £
— o ::ad @ Oddot / Unknown
[ Best Bid Spread B’t:ws .
[ Next Best 8id Spread ) Off Market
x 5,000,000
| News LY
L 0 Sensitive News
< ; 0 General News

new
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Nasdaq SMARTS Trade Surveillance - 814

16 Jan

[¥] alert notification | [abalerts | 1l Ex

oo

4 Nasdaq o JPMorgan
b ams exam | (@ svimscomes 1)

A
Select All

Copy Selection to Clipboard Ctrl+C
Export Selection...

ey

»
4

Find &

er Toolbar Ctrl+F |

n 17, 207 [
Jan 17, 2017 108
Jen 17, 2017

L}
'3
B Layout
ys)
?

N

low Rp7,975

B/¥

" il “@u fx

' M 5"" e dawary 16,2017 | T | incuded data: Al data ~ | searity:
Trades Volume Value
total 1,84 12,032,400 R 96,348, 762,500 hich Rp8,075 first Rp8,075

last Rp7,975

¥ Events ¥ Hour X

"/ LegendFiter

[ et Best Ask Spread
| Il eest ask spread

[ ] Crossng spread

[ Best 8id spread

[ rext BestBid Spread
¥.5,000,000

old

Trade Colours -~
@ seller Initated 1
Buyer Initiated
Opening | Closing

A B e D E F G H
SMARTS Dally Alerts: IDX

Enalyst Max Santa Maria
Trader

MULTIPLE ENTRY OF ORDERS (AGCOUNT) MULTIPLE ENTRY OF ORDERS (ACCOUNT) - Between
09:59:51 and 10:01:02, Propristary Account 781684 entered
orders for MSKY.JK a total of 20 times: 20 buys and 0 sells,
with the values of the orders ranging from IDR212,000 to
IDR27,283,500. A significant number of order entries within a
|short time period may warrant further enquiries.

MNG SKY VISION
ORD

0087064 | Genuine orders. Orders traded subseq|

z 30-Jun-14  [10.03:51  |WMSKY.JK [MNC SKY VISION|MULTIPLE ENTRY OF ORDERS (ACCOUNT) MULTIPLE ENTRY OF ORDERS (ACCOUNT) - Between 781684 0097064 | Genuine orders. Orders traded subseq|
ORD

0:02:06 and 10:03:51, Proprietary Account 781684 entered
orders for MSKCY.JK a total of 20 times: 20 buys and 0 sells,
with the values of the orders ranging from IDR214,000 to
IDR10,320,000. A significant number of order entries within a
|short time period may warrant further enquiries.

3 300un-18  |10.03:51  |WSKYIK |MNC SKY VISION| FOSSBLE RAMPING (HOUSE) (BUY) POSSIBLE RAMPING (HOUSE) (BUY) - Between 09:53:51 and |761684 0087064 | Minimal market share. Orders were sim|
oRD 10:03:51, House JPMORGAN executed 11 trades which the period covered in the aler

increased the price of MSKY K by a total of 18 price spreads.
During this period, the price increased by a total of 10 price.
spreads (threshold = 3 spreads) from IDRZ2,120.000 to
IDR2,170.000. This movement of 2.36% exceeds the limit of
2.00%. The benchmarked price movement after applying the
cutoff is 1.20%.

= 300un-14 |10:08:62  [WSKVIK |MNC SKv VISION| POSSBLE RAMPING (HOUSE) (BUV) POSSIBLE RAMPING (HOUSE) (BUY) - Between 08.50:62 and | 781688 007064 | Minimal market share. Orders were sim
ORD 10:08:53, House JPMORGAN executed 12 trades which the period covered in the alert

increased the price of MSKY_JK by a total of 18 price spreads.
During this period, the price increased by a total of 10 price.
spreads (threshold = 2 spreads) from IDR2,120.000 to
IDR2,170.000. This movement of 2.36% exceeds the limit of
2.00%. The benchmarked price movement after applying the
cutoff is 1.20%.
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2)

R

i A
SMARTS Daily derts: 10X

Tyat Max santa Maria
et [

B c

10:01:02

MNC SKCr VISION
ORD

MULTIPLE ENTRY OF ORDERS (ACCOUNT)

Genuine orders. Ordars traded subseq|

Z S0-Jun-14  [10.03.51 |MSKY.JK |MNG SKv VISION|MULTIPLE ENTRY GF GRDERS (AGCOUNT) Genuine orders. Orders iraded subseq|
oRD .|
3 30-Jun-14  [10:03.51  |MSKYJK |MNG SKY VISION| POSSIBLE RAMPING (HOUSE) (BUY) Hinimal market share. Oraers were sim)
ORD the period coversd in the alert
0 30-Jun-14  [10:08.53  |MSKY.JK Winimal market share. Orders were sim

INC SKY VISION | POSSIBLE RAMPING (HOUSE) (BUY)
ORD

the peried covered in the alert

Export all attachments to excel format for further review

old

Nasdaq SMARTS Trade Surveillance - 8.1.4

A

A
2

-4 Nasdaq

Current Alerts @ Archive
[¥] Alert notification

I IDX

20 22 Feb

(o] O]

JPMorgan

lidx  09:24:2.. TLKMJK

2iidx

10:25:4... SMRAJK

RAPID INCREASE IN ORDER ACTIVITY (ACCOUNT) - From 09:19:26 to 09:24:26, Proprietary Account P546
had an order entry/amendment/deletion rate of 30 per minute, which is over 20 times the average order
activity rate of 0 by this entity in the 19 minute(s) and 26 second(s) prior to this period. Proprietary
Account P546 was over 20 times the same entity's historical market average rate for security TLKM.JK of
following information: IDs of orders and/or trades related
to this alert. See the attached CSV for details (Click ‘Export Attachment’ at the top of the screen).
POSSIBLE RAMPING (HOUSE) (BUY) - Between 10:15:44 and 10:25:44, House JPMORGAN executed 13

0.080003. The attached csv file(s) contains the

trades
increa

the price
10,000, This.

G

Spread View © Loading...
Market: ||

" il [E]u

fx

o~
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~
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< (@A) N |

-

idx ': Date:[ <= ][ 5] February 22, 2017 ][ ) ]Indudeddata::Aldata

+ | Security: ‘TLKM.JK - Telekomuniasi Indonesia (... v

8 | &EEEL °

(B)@)2]

v Events ¥ Hour X

mmu x‘!&-tupﬁ.ﬂlu x I.e.e-llIu x
|Market Display ' |Entity Broker v | Type| Volume | ‘Trade Colours | -
DS Seller @ seller Initiated
@) o T | @
\ | @ Opening / Closing
|Spread Colours | () Crossing Initiated
[l NextBest Ask Spread .,Cmssing
-Besﬂ.iskSpread .Ca"‘e'edt/ l?
|| Crossing Spread ===
.BestBidSpread Trade Types
) O On Market
[ NextBest Bid Spread 0 offMarket
News 3
O Sensitive News
0 General News
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' I Nasdaq SMARTS Trade Surveillance - 814 =

20 22 Febl

Qurentalerts © e (@ ST comect] 2

[¥] Alert notification

2idx  10:25:4.. SMRAJK

Fs 4
E .sweadM "iazﬂ:"?... 5 - - @@
I ﬂ Market: 1= idx v | Date: [ pE || E) February 22,2017 | i | Incuded dota: Al date v)| Secuity: [TLKM.IK - Telekomunikasi Indonesia (v
iLd %
8
il e | x| 552 |45 |[@@N|Ea: b v Events ¥ Hour X
|| Market Display. Entity| Broker ~ | Type Volume ~ | Trade Colours -
- |/mR = Buyer Seller | @ Seller Initiated |
WEE) © || @ Buyer Initated
ot ! Opening / Closing
| Spread Colours | gcrm-.gwnnmd
[ tiext Best Ask Spread ) Crossing
| Il Best Ask Spread 333';::?’ =
EJ._ | Crossing Spread ‘Trad:Types
Il st e 1O on arket
[ next Best Bid Spread |5 of Market
News 5
A Sensitive News
= B General News

3) Review of the alerts assessment

All cases of breach are unique and there is no standard way of assessing an alert, hence professional
knowledge and judgment to determine the assessment method and assessment result should apply.

Below is a high-level guideline of assessment for common types of SMARTS alerts.

Alerts Types of assessments

Price driven alerts 1) Market trend

To determine whether an alert indicates potential price manipulation of a
security, analyst may check whether the price movement of the security isin line
with the market price movement. Market trend can be accessed through
Bloomberg, SMARTS or public news agency.

E.g. Price drive,
possible layering

2) Historical record
Analyst may also perform a look-back exercise on the trading pattern of the
client/trader. If the trader/client is used to trading similar amount of the same
security at similar period in a day, it is unlikely that the alert indicates an attempt
to drive the price of the security. Historical trading record of a trader/client can
be accessed through SMARTS.

3) Liquidity
Analyst should assess the liquidity of the security in question. For highly-liquid
security, it is unlikely that the trader/client is able to manipulate market price.

4) Algo strategy
Analyst may check the strategy of an algorithmic trading which serves to act
mechanically in achieving trade aim at close. The trade strategy could either be

JPMORGAN CHASE & CO.
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passive or aggressive. Passive trading strategy aims at trading a security
according to the market movement while passive strategy aims at achieving a
certain amount trade by a certain time. The algo strategy applied impacts the
assessment of whether an alert indicates potential breach of regulations or
internal policies.

For Algo issues, analyst should contact the IT team for detail information. Email
addresses:

* Algo IT: ETT Operate Asia; Algo Asia
* Trade Vault IT: L1 Compliance

Possible insider
trading

1)

Publicly available information

To assess whether an alert indicates insider trading, analyst should assess
whether there is public available information, including announcements, news or
rumours that would prompt a trader to make the investment decision in
question.

Publicly available information should be searched via Bloomberg or general
search engines, such as Google.

Principal trading
related alerts

E.g. Front-running,
precedence

1)

2)

The principal trading related alerts aim to flag potential cases that traders execute
orders on a security for its own account while taking advantage of advance
knowledge of pending orders from its customers.

Line of business

To assess whether a trader takes advantage of advance knowledge of customer
order, the analyst should assess whether the principal trade in question and the
corresponding customer order are ordered by trading desks of the same line of
business.

Traders are unlikely to have visibility of customer orders in another line of
business and the possibility of traders being able to take advantage of advance
knowledge of customer order for executing principal trades for their own
account is very low.

The names of traders responsible for the principal trade and the corresponding
client trades can be identified through SMARTS. The Line of business that the
traders belong to can be identified through JP Morgan’s directory.

Order entry time
Analyst should pay attention to the order entry time of both the principal trades
and the corresponding client orders.

Traders can only take advantage of knowledge of customer orders for benefiting
relevant principal trades if the principal trades are executed before the customer
trades.

The analyst should be aware that all front running activities should involve a
behaviour profit for the trader.

Alerts related to
open/close market
price or trading
volumes

E.g. Market
dominance at
open/close

1)

Historical record
For assessing alerts related to open/close trading price or volume, analyst should
look at historical trading records of the security.

If the opening/closing trading price or volume of the security has been consistent
over a certain period of time, it is unlikely that the opening/closing trading price
or volume is intentionally manipulated.

JPMORGAN CHASE & CO.




Crossing / wash trade

The crossing / wash trade alert aims to flag potential cases that traders execute
both a buy and a sell for the same security from one JP Morgan account to another.

1) Ultimate beneficial account
This alert filters all the trades with JP Morgan as both the buyer and seller. To
determine whether there is a potential wash trade, analyst should check the
ultimate beneficial owner of the trade.

Trader that either the buy side or the sell side executes the trade on behalf of a
customer should not be considered as a wash trade.

To understand the ultimate beneficial owner of a trade, analyst should either
check the information with the Middle Office.

4, SB Views

To review the alerts, the following SB analysis views are helpful:

1. Spread View

The spread view (clicking the top left tab) enables detailed visual analysis and is helpful for analyst to gain
an overall picture of trading activity quickly.

Spread View @ Archive

Market: @222 tsec

vcaa

| vate:[ @B | Edmerchi2,2013 |[ BP | security: [28817W - FUBONFINHLDG

Trades olume
total 1,240 48,691,184

(&[=@m]2]

Value WP x
TWD 2,091,350,609.60 tot=! TNDA30093 high TWD 44.00 first TWD 44.00

ow TWD 42.00 last TWD42.10

U e s B 4 AN @E: |« GEED > - Events ~ Hor X

x 3,000,000

/| Counterparty Filter X/ Legend Filter x
Entity| Account v | Type Volume « || Trade Colours

@ Seller Initiated

e | () Buyer Initiated

Crossing

@ Opening / Closing
_) External Initiated
@ Cancelled

@ Oddiot / Unknown

Trade Shapes

© on Market

[_] Off Market

News

0 Sensitive News
0 General News
Alerts

A\ Current Alert
A\ Qther Aler

The spread view section can be broken into 3 parts:

A. The chart

a. The X axis shows the trading time in a day and the Y axis shows the trading prices.
b. The green section in the chart shows the bid and the red shows the offer of a security.
c. Thecircle in the chart is shows trades executed “on market” and the squares are executed “off

market”.
B. The counterparty filter

a. The “counterparty filter” allows user to analyse trades by different entity levels in the chart.
b. Entity levels in SB are broken down into
e Broker — Shows all trades executed by JP Morgan (idx) in the chart.

34
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e Account type — Adds granularity by categorizing JP Morgan (idx) trades into Client © and
Proprietary (H) in the chart.

e Account — Adds granularity by displaying selected trades by unique client and proprietary
account numbers in the chart.

e Trader — Provides details on trades by the trader that executed the trade including trader SID

in the chart.
old
g | e tmeas o v | e sy s | o ey s g s g
7@7 tot 603 1,367,800 HK$36,085,032.00 o HKS26.3189 1 . g
S 1 BRI RIS = i | Selectrelevant entity
B ~ & | @ # i
Counterparty Filter x
..... P PR PR SO SR PR WP PR e B Lo iy PO i P P o el W LT " E"“"EE‘S’__'_TV"’_VL"'_‘_'_‘
Shanghai Industrial Holdings Ltd. (hkex2) A I Buyer Sefler
(Unknown)
R e ALt o (Hong Kong) Li. |
new
G| e e mmne v i | [ ey oy ssas | | sy e e e s
_ﬁ_ ot 603 1,367,300 £3,035,032.00 . PKS26.31ES " . "
B BRLN SIS e | Oelectrelevant entity

C R e s S 5 TENE®: |8 GEED >

(Unknown)

C. Thelegend filter
a. The “legend filter” allows user to analyse trades based on the trades specific characteristics in
the chart.
Users are able to see if the trade is initiated by buyer or seller.
Market crossing can be isolated in the chart.
“On-market” and “Off-market” trades can be separately reviewed.

News alert can be turned on or off.
[c](= (@ ]2

o oo o

hiogh HKS$25.90 first HKS26.90
low HK$26.10 last HK$2G.25

T~ Events T Hour X

| || Counterparty Filter »
| | Entity | #roker = | Type|Volume « | Trade Colours
i) ' Buyer Seller b | Seller Initiated
_ flinlern a..-r-lj- - I
Relevant account = ==
Dpening | Closing
Il = External Initated
Cancelled

Relevant accounts highlighted Oddiot [/ Unknowr

B Sensitive MNews
B General Mews
/i, Current Alert
A, Other Alerts
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2. Trade / Order History view

This view is accessed by selecting the third tab in SB

old

Trade [ Order History @ Archive

EIL)ED

markets | 8 o idx

v] Dahe.'[ " 5] January 15, 2014 ][ Hp ]Muw:{m.x-mwwuﬁp

|

Date Type Broker Volume Price | Account Order 1d Flags ParentOrder 1d @)
January 15, 2014 TRADE IPMORGAN 100 10125.0/506564 LHC.PSETWID230Q3UI000. . |6 ON PTG.SO1310ES5RC. .| ~
Danuary 15, 2014 BEST ASKS 2,700 10125.0
Danuary 15, 2014 BEST ASKS 2,700 10125.0)
January 15, 2014 BEST BIDS 5,800 10100.0)
Danuary 15, 2014 BEST BIDS 5,700 10100.0)
Danuary 15, 2014 [BEST ASKS 2,400 10125.0 =
|3anuary 15, 2014 TRADE [PMORGAN 200 10125.0]50656% LHC PSETWID230QSUI000.... |5I ON PTG.501310E55RC. ..
Hanwary 15, 2014 DELETE Bid PMORGAN 100 mmo.ﬁ)ﬁs& LHC.PSETWID230Q3UI000. ., [PTG.501310E55RC. .
Danuary 15, 2014 TTRADE 100 10125.0 i ON
Danuary 15, 2014 BEST ASKS 1,200 10125.0)
January 15, 2014 TRADE 1,200 10125.0) BiON
January 15, 2014 4,600 10100.0)
Danuary 15, 2014 [PMORGAN 200 10125.0]506564 ;
Jarwsary 15, 2014 2 JPMORGAN 0 10125.0/506564 QSUI000.

15,2014 ENTER Bid 10100.0{506564 LHC PSETWID230QOUI000...

| panuary 15, 2014

101000

|Danuary 15, 2014

New

BEST BIDS
BEST ASKS

10125.0

[u_ Tracke / Order History # Archve

v oatei[ 4B || Fleneyisau | 3p ]m:‘m.x-wwmm

[a Marker: | @ iix
77777 Date

| Broker

HJanuary 15, 2014
anuary 15, 2014
iy 12, 914
January 15, 2014
January 15, 2014
January 15, 2014

penuary 15, 2014

Danuary 15, 2014

Jsnuary 15, 2014

Characteristics of this view:

Price

Account |

|
[

10125.0 506554
101250

All JPM order and trade data is shown in this view
Clicking on a trade in the spread view will highlight the trade in the trade/order history pane

Trades are arranged chronologically by default. To sort / order by volume, price or another field simply
click the column heading

3. Depth Replay view

This view is accessed by selecting the forth tab in SB
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old

T u Replay @ Archive
Market: | @ o idx v | Date: | || = smnuery 15, 015 || | security: |BICA. X - BNC CENTRAL ASIA ORD

F oo . |Broker| V...

Acc... |orde... @]
= Indicator Frice Ask volume Orders Bid volume

JPM... | 300
JPM... | 100

506... |LHC....
505... {LHC....

SRR R R
i

JPM... | 200
. |JPM... | 100

+|506... LHC. ...

il
EEEEEEEEEEESEEE[P

CIRICIRT
[

10,125

[

44,700

a8 |}

gl EsesEesEEEEE5E

R e i B

a|RERR T RRRARARY]

.
v
4

B -

Replay & Archive @
| ~| pate:[ @31 |[ ey 15,20 || B | seanty: [550a X -BNCCENTRAL ASIA ORD _~[Q)

indicator Price Ask volume Orders Bid volume [

2,500
9950 105,100,

Characteristics of the view:

1) The Depth Replay view shows the details of trades at different point of time during the trading period.

2) Clicking through different entries of trading time on the left hand side of the view allow user to view a list
of trades executed at that particular point of time.

3) Market events associated with the selected time is also shown in the view.

5. Full List of Alerts

JPMORGAN CHASE & CO.
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Alert

Descriptions

After Processing Complete | This alert signifies that the alerts for the Nil e SMARTS Delay issue if do not see
market for the market have completed this alert in the morning.
processing on the available trading data. No
further alerts will be generated on that date.

Block Trade This alert identifies where a trade satisfies e Account Code ¢ SMARTS Account code and trader
the block trade requirements specified in e Order entered time Size and price of order
Shenzhen/Shanghai Stock Exchange o Liquidity Relevant News

Best priority bid/ask

Breaking the Market This alert identifies where a single order e Account Code ¢ SMARTS Operation of an algo or
immediately executes against multiple price o Strategy e Bloomberg program trading which
levels. e Order type serves to act

o Liquidity megha_nlcally in
T achieving trade aim
e Best priority bid/ask e
Timing of the orders
e News or announcement P .
Liquidity of security —
volume of trades and
value of stock
Activity during trading
period
News which may
warrant the aggressive
trading behaviour.
This is an end of day alert which generates a Account Code ) ¢ SMARTS Account code and trader
csv file listing all cancelled trades over the . Qrder enter and deletion How close the order
trading day. (Cancelled trades can be seen time was entered and
in the SMARTS Broker trading history under | ® Liquidity cancelled
Cancelled Trade Report Order Type as 'CANTR’) o Best priority bid/ask Size and price of order
Reason of being
cancelled
e Account Code ¢ SMARTS Account code and trader
e Order entered time Any change of
e Liquidity beneficiary ownership in
o Best priority bid/ask final allocation
The type of client
Size of the transaction
against market volume
The time the buy and
sell order was entered
into the market,
instantaneously higher
Alert identifies on-market trades where the the potential risk
Crossing broker is on both sides
e Account Code ¢ SMARTS Account code and trader
e Order entered time Any change of
e Liquidity beneficiary ownership in
o Best priority bid/ask final allocation
The type of client
Size of the transaction
against market volume
The time the buy and
sell order was entered
into the market,
Alert identifies off-market crossings (that is instantaneously higher
crossings executed away from the order the potential risk

Crossing (Off-Market) book) which exceed a volume limit.

Account Code e SMARTS Account code and trader

Crossing at Short Term
High/Low

This alert identifies a pattern of trading
whereby a large crossing, executed by a
broker at a short-term price high or low, may
in some cases warrant enquiries as to
whether the large crossing involved a
change in beneficial ownership (that is, the
trade may be a 'wash trade’).

Order entered time
Liquidity
Best priority bid/ask

Any change of
beneficiary ownership in
final allocation

The type of client

Size of the transaction
against market volume
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The time the buy and
sell order was entered
into the market,
instantaneously higher
the potential risk

If the execution price
was at the high or the
low at the time

The frequency during
the day, and account
activity previously in the
stock

Trading instructions in
10S Audit Trail

Deletion/Amendment of
Order in Auction Phase

to in some markets as 'Spoofing’; it occurs
where a client or trader has entered an order
for a significant volume in the opening or
closing auction phase, and then deletes that
order shortly prior to the commencement of
trading. The entry of the large volume order
may be used to create a false or misleading

Time of entry and
deletion

Volume entered and
deleted

Any re-entry of order on
same side of market

e Size of buy and sell ¢ SMARTS Any change of
This is primarily an information alert orders beneficiary ownership in
highlighting any trade where employees final allocation
have traded directly with each other. This The time the buy and
type of trade could indicate that the trade sell order was entered
has been prearranged between the into the market,
employees which may have implications if a instantaneously higher
pattern of activity develops between the the potential risk
employees, and/or if the trading generates Size of the transaction
significantly increased market turnover for against market volume
Employee Crossing the security.
e Account code and trader | ¢ SMARTS Any segregation of
This is primarily an information alert employee and client
Employee Trading with highlighting any trade where an employee order
Client has traded directly with a client. Timing of orders
e Account code e SMARTS Operation of an algo or
This alert identifies a possible attempt to ¢ Time of entry and program trading which
manipulate exchange settlement prices. The deletion serves to act
settlement price set by exchange officials ¢ Volume entered and mechanlcallyin
Entry and Deletion of are key to overnight P&L swings and are the deleted af:h{eV|ng trade aim
Order Close to Exchange | reference used by the clearing house to e Any re-entry of order on Timing of the orders
Settlement Time determine margin calls. same side of market Activity over the day
(indicates intention for News that could have
legitimate trade) an effect on market
e Presence of price
account/trader on both
side of market in auction
period
e Same account on the
opposite side once
trading commenced
e Large position in the
security, or related
derivative expiry
e Absence of further order
after deletion (possible
indicator of fictitious
order)
Entry and Deletion of This alert attempts to identify where a client e Time of entry and e SMARTS Timing of the orders
O.rder/Trade on Opposite or trac}er enters a large volume buy or ;ell deletion Activity over the day
Side order in order to create a short term price e Presence of same Large position in the
floor or ceiling whilst it executes an order on account/trader on both security, or related
the opposite side of the rrtljrktﬁttl?hthfse sides of market derivati\}e expiry
circumstances it is arguable that the large
order entered prior to the trade executions ¢ 5: rtr:ee Z[;(;)O;s?: e/ ;(aj:er g:gfsf;:tagﬁ(’r:fﬂ?;ve
on the opposite side, does not represent a onceithe other side e
genuine intention to buy / sell and is order was deleted P
therefore fictitious.
e Volume entered and
deleted
Entry and This alert identifies a trading pattern referred | ¢ Account Code e SMARTS Operation of an algo or

program trading which
serves to act
mechanically in
achieving trade aim;
Timing of the orders
Liquidity of security —
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appearance of volume, with the client or
trader possibly seeking to take advantage of
this by trading on the opposite side of the
market at or around the time of the order
being deleted.

(indicates intention for
legitimate trade)
Presence of
account/trader on both
sides of market in
auction period

Same account on the
opposite side once
trading commenced
Large position in the
security, or related
derivative expiry
Absence of further order
after deletion (possible
indicator of fictitious
order)

volume of trades and
value of stock

Activity during auction
period

News that could have
an affect to the
opening/closing
sessions

Entry of High Closing Bid
or Low Closing Ask
(Quote)

This alert identifies small value buy orders
that are entered in the last x minutes of
trading and that increase the best bid
(decrease the best ask) to a price higher
than (lower than) the last trade price, with
that order being present as at the close of
the market, thereby establishing the closing
price for the day.

Account code

Volume and price
entered

General market activity
over the day

Security characteristics
- liquidity, market cap
etc

News or announcement

SMARTS

Account code and trader
Order type and algo
Liquidity of security —
volume of trades and
market depth

Historical trading activity

Giving Up Priority (Quote)

This alert identifies when a broker has
entered a BID/ASK for a significant quantity
at a price away from priority and then both
cancels this order as it approaches priority,
and re-enters the order shortly thereafter
(with the same client, trader or order
reference) at a price level further away from
priority

Volume and price
Account Code

General market activity
over the day

SMARTS

House/Account

This alert identifies where a broker or client's

Account Code and

SMARTS

Account code and

Participation Exceeding
Limit

market share (buy or sell) on a trading day
exceeds % limit. The % limit is lower if there
has been significant price movement over
the day - price movement is the difference
between the closing price and the previous
day’s closing price. This alert appears as an
end of day report which issues a CSV file
listing all securities in which the broker/client
has exceeded the turnover limit, and
provides details of the price movement in
each security over the course of the trading
day.

Trader

Volume and Price of
order

News or announcement

trader

Any genuine
execution

Liquidity of security —
volume of trades and
value of stock
Activity during trading
period

Historical trading
activity

Increased Participation

This alert identifies where the trading (by
value) of an account or trader on a trading
day significantly exceeds its historical
average. It is an information alert that
highlights where the pattern of trading of an
account / trader has changed, which may
raise risk management issues if that trading
is outside the normal limits or scale for that
account / trader, or may raise question
where the trading is in securities where non
public and/or price sensitive information is
available.

Account Code
Pattern of trade time on
multiple stocks
Volume traded

SMARTS

Activity of account
trading in security

The stock price
movement

Any pattern of trading at
open/close with
significant size that
moved the market
Relevant news

Large Order (After Market
Close)

This alert identifies the entry of a single
order in a security that takes place after the
market close. The value or the order must
exceed a pre-determined threshold.

Account Code and
Trader

Volume of order in
relation to the day’s
overall activity;
Liquidity of security

SMARTS Charts —
provide a good picture
of volume by account
and price movement
over the day

Account function and
security type

Activity of account
trading in security

Who is counterparty if it
is external cross
Liquidity of stock and
size of the order
Relevant News

Any late trade reported
to exchange on next day
Is it a block trade
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Large Order (Average
Volume)

This is an information alert identifying the
entry of orders that are significantly greater

than the average order size for that security.

The alert may add value to monitoring of
stocks on Watch or Restricted lists, or that
are otherwise of interest to Compliance.

e Account Code and
Trader

e Volume of order and
Percentage of issued
shares

e Volume of order in
relation to the day's
overall activity;

e Liquidity of security

SMARTS Charts —
provide a good picture
of volume by account
and price movement
over the day

Account function and
security type

activity of account
trading in security
Liquidity of stock and
size of the order

The stock price
movement (price
support)

Other supporting orders
for the same client
Historical view
Relevant News

Large Order (Issued
Capital)

This alert identifies the entry of a single
order in a security which represents a (pre-
determined) per-centage of issued capital in
that security.

e Security
e Volume traded
e Account

SMARTS

SB — Graphs to see
impact of any intraday
patterns

SONAR to review
activity

Account purpose and
trader

If Program trading
account: ensure they
are acting on behalf of
clients on an agency
basis, depending on the
Restricted List code

If a house account
establish why we are
accumulating such a
large position

Large Trade (Average
Volume)

This alert identifies the execution of any
trade that has a volume higher than the pre-
determined volume.

e Account Code and
Trader

e Volume of order

e Volume of order in
relation to the day's
overall activity;

e Liquidity of security

SMARTS Charts —
provide a good picture
of volume by account
and price movement
over the day

Account function and
security type

activity of account
trading in security
Liquidity of stock and
size of the order

The stock price
movement (price
support)

Other supporting orders
for the same client
Historical view
Relevant News

Large Trade (Exceeding
Value Threshold)

This alert identifies the execution of any
trade that has a value higher than the pre-
determined value.

SMARTS

SB - Graphs to see
impact of any intraday
patterns

SONAR to review
activity

Account purpose and
trader

If Program trading
account: ensure they
are acting on behalf of
clients on an agency
basis, depending on the
Restricted List code

If a house account
establish why we are
accumulating such a
large position

Large Trade (Exceeding
Volume Threshold)

This alert identifies the execution of any
trade that has a volume higher than the pre-
determined volume.

SMARTS

SB - Graphs to see
impact of any intraday
patterns

SONAR to review
activity

Account purpose and
trader

If Program trading
account: ensure they
are acting on behalf of
clients on an agency
basis, depending on the
Restricted List code

If a house account
establish why we are
accumulating such a
large position

Large Trade (Issued
Capital)

This alert identifies the execution of a single
on-market trade that exceeds a specified %
of the issued capital of that security. The
alert is also available for Off-market (or
manually reported trades) that ex-ceed a

e Security
e Volume traded
e Account
e Security
e Volume traded
e Account
e Security
e Volume traded
e Account

SMARTS

SB - Graphs to see
impact of any intraday
patterns

SONAR to review

Account purpose and
trader

If Program trading
account: ensure they
are acting on behalf of
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specified % of issued capital. The alert is
primarily an information alert. However, in
some markets, legal of statutory obligations
may arise where an entity purchases or sells
a quantity of shares that exceeds a
specified % of issued capital - typically, this
takes the form of a disclosure being made to
the market.

clients on an agency
basis, depending on the
Restricted List code

If a house account
establish why we are
accumulating such a
large position

Late Trade (Reporting
after Deadline)

This alert identifies where a late trade has
been reported to the market after a specified
time (in breach of exchange rules).

Account
Trader

activity
e SMARTS
e SONAR

Explanation from Trader
on potential reasons for
late trade

Trader is required to file
MAC error report even
there is no P&L impact.

Layering

This alert identifies a trading pattern that
may indicate possible MULTIPLE ALERT
TYPES through layering of multiple orders at
various price levels on the buy or sell side of
the market. If the orders do not represent a
genuine intention to buy/sell, the layering of
these orders may have been entered with
the intention to create a false or misleading
appearance of volume and therefore
demand in the order book.

Account Code
(particularly if

DMA HFT)

Number of orders
Liquidity of stock
Percentage of total
bids/asks in market
Price ranges entered in
orders, compared to the
market

o SMARTS Depth replay

Operation of an algo or
program trading which
serves to act
mechanically in
achieving trade aim
Liquidity of security —
volume of trades and
value of stock

Is it the same account
on opposite side of the
spread

Direction of the price of
the security for potential
price support, or
account trying to
encourage the market to
movement in a certain
direction

Orders out in the
market;

Historical view in the
stock, previous account
history

Layering (Possible
Spoofing)

Same as layering but this "Spoofing" version
of the alert differs from the "Layering" alert in
that it requires that volume must be
executed on the opposite side of the market
whilst the Layered position is in place. The
standard "Layering" alert just identifies the
setting up of layered orders on one side of
the market.

Account Code
(particularly if

DMA HFT)

Number of orders in
market — 7 for Liquid
Securities and 5 for
llliquid Securities
Percentage of total
bids/asks in market
Price ranges entered in
orders, compared to the
market

e SMARTS Depth replay

Operation of an algo or
program trading which
serves to act
mechanically in
achieving trade aim
Liquidity of security —
volume of trades and
value of stock

Is it the same account
on opposite side of the
spread

Direction of the price of
the security for potential
price support, or
account trying to
encourage the market to
movement in a certain
direction

Orders out in the
market;

Historical view in the
stock, previous account
history

Market Dominance at
Open/Close

This alert identifies a trading pattern that
may indicate where a client or trader is
regularly dominating the market at the open
and/or close with significant volume and with
price impact. One of the more common
manipulative devices is for a client/trader to
set prices at or around the open or close, as
the opening or closing price can often set
the tone and momentum for a security
during subsequent trading.

Volume of order and
price move

e SMARTS

Account Code and
Trader Name

Liquidity of security
News which may
warrant increase in
activity

% change in price
Order price in relation to
bid/ask spread
Completion on the open
or close with other
market participants
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Marking the Close
(Single/Multiple House)

This alert identifies a trading pattern where a
broker is attempting to influence the closing
price of a security artificially. One of the
more common manipulative devices is for a
broker to set the price at the close of trading,
as this is the price regularly quoted as the
indicator of a securitySs price performance
over a trading day, and can often set the
tone and momentum for the security during
subsequent trading.

Time of activity;
Change in price — value
& ticks

Volume at close relative
to trading over the day

SMARTS

SB Graph - Gives a
good picture of activity
over the day in relation
to price movement

Account Code and
Trader Name
Operation of an
algorithmic or program
trading which serves to
act mechanically in
achieving trade aim at
close

Liquidity of security —
volume of trades and
value of stock

Has the account traded
throughout, or part of
the day the day

Small volume order
Previous activity in the
same security

The price direction of
the security over the day
Selling into a rising
market, or buying into a
falling market

Day of the month — any
reporting significance
(fin year) or contract
expiry (derivatives and
futures)

News items

Takeover periods
Expiry, or revaluation
Position held by account
in the security and
historical trading

patterns

Multiple

Entry/Deletion/Amendment

of orders

This alert identifies where a significant
number of orders with the same client
reference or trader id is entered, deleted or
amended within a short period of time.

Time of activity
Account Code
Number of
entries/deletions
Change in price

SMARTS

Account Code and
Trader Name

Multiple entries at the
same price

Operation of an
algorithmic or program
trading which serves to
act mechanically in
achieving trade aim at
close

Liquidity of security —
volume of trades and
value of stock

Price High/Low
Period of time for the
High/Low Point

SB Graph - Gives a
good picture of activity
by account over time to
assess trends

Patterns of activity by
account in the security
Type of client; Fund

This alert identifies where the broker is ¢ Security Manager, Hedge Fund
responsible for a buy trade which ch o .
established a 90 day high, or a sell trade ¢ Liquidity of security
which establishes a 90 day low. The last day ® The security price
of a trading month is often regarded as a movement in relation to
day on which trading participants may have the sector
New Price High/Low on an interest in influencing or setting the e News which may
Last Trading Day of closing price for the day - commonly referred warrant change in
Month/Quarter/Year to as 'window dressing’. activity
This is primarily an information-based alert Security e SMARTS e Review if there were

New Trading Activity

that identifies trading activity in a security
that has not been traded by the broker in the
past 30 days. This alert was developed at
the request of brokers who required
immediate information on trading behaviour
outside the universe of securities they would
consistently trade in.

Volume traded
Price movement of
the security

IDX website incase of
IPO

other alerts triggered for
the same security
Check for any unusual
trading activity.

If stock is newly listed.
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with last day close price
Price effect on the
remainder of the day
Overnight news or

e Security ¢ SMARTS Account Code and
e Account Codes ¢ BLOOMBEG provides Trader — note Index
e Volume added information Arb, ESW, EFP and
o Price surrounding any mistaken price orders
corporate actions often hit the alert
Liquidity of Security
This alert identifies an Off-market trade that ;Zenﬁ::keetawr?g’efmm
is outside the trading day's on-market high . P
and low prices, and/or an Off-market trade Size of the
that is outside the best bid and ask (that is, transaction, i.e. larger
the bid/ask spread) immediately prior to the the transaction the
reporting of the trade. Where a trade is further away from
executed away from the market and then bid/ask
sub-sequently reported or published to the Previous days closing
market, internal broker or market rules / price
regulations may invoke specific obligations News which may
on the broker. This is therefore an warrant increase in
information-based alert that highlights a activity
Off-market Trade Report particular trade type.
Opening Price Jump/Fall This alert identifies a trading pattern where a | ¢  Security e SMARTS Account purpose and
client_ or tra_der is trying t_o manipulate the e Volume traded e SB-Graphs to see trader
opening price of a security e Direction of trade impact of any intraday Operation of any
e Order entered time patterns algos/program trading
e Order instruction * SONAR to review Instructions
o Open price compared activity If Program trading

account, ensure they
are acting on behalf of
clients on an agency
basis, depending on the
Restricted List code

Pattern Alerts

Multiple pattern alerts are captured to
represent trends in the alerts generated over
one or more days and reflect trading
behaviours which may be of concern.

alleging?

announcement Patterns of activity by
account in the security
Type of client - PB,
Fund Manager, Hedge
Fund etc
Liquidity of security
Trading activity by
account over the day
News which may
warrant active trading
around the opening.
Alert identifies where a member cancels an e Security ¢ SMARTS Account(s) Code and
order in a security and the volume of the e Account Code Trader(s)
cancelled orders exceeds more than X% of | o o 4o volume Liquidity of Security
that day’s trading volume; or, where a Trading activity by
member amends an order to an inferior price account over the day
Order and the volume of the original order (prior to S
Cancellation/Amendment | amendment) exceeds more than X% of that Price impact of the order
to Inferior Price day’s trading volume. amendment.
The intention of this alert is to identify the e Entry of bid/ask e SMARTS Focus on ask odd lot
trading actions of nominated entity ids. It is e Bid/Ask Price order
able to alert for any order entry, amend, Is it a potential breach of
delete, trade and cancelled trade, for the “one single odd lot
entity id that the user nominates. The alert order” rule?
was primarily designed to allow brokers to
run reports for designated account and
trader ref-erences. For brokers to have
access of trading histories in report format,
and for nominated references, allows for a
more efficient broker monitoring of the actual
trading of their participants and therefore a
better management of trading and execution
Order/Trade Report risks.
o What pattern is it e SMARTS Is there a reason for the

pattern?

Operation of an algo or
program trading which
serves to act
mechanically in
achieving trade aim
Volatility and liquidity of
security — volume of
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trades and price
fluctuation of stock

Is it conclusive?

Did we start the action?

Pattern Giving Up Priority
on Layered Orders Alerts

A combination of giving up priority and
layering alerts indicates that a significant
number of orders at various price levels
were entered but deleted as it approached
priority price, which may indicate no
intention of trading.

Account Code
(particularly if

DMA HFT)

Number of orders in
market — 7 for Liquid
Securities and 5 for
llliquid Securities
Percentage of total
bids/asks in market
Price ranges entered in
orders, compared to the
market

Genuine execution over
the day.

SMARTS Depth replay

Operation of an algo or
program trading which
serves to act
mechanically in
achieving trade aim
Volatility and liquidity of
security — volume of
trades and price
fluctuation of stock
Direction of the price of
the security for potential
price support, or
account trying to
encourage the market to
movement in a certain
direction

Intention for legitimate
trade

Historical view in the
stock, previous account
history

Pattern Multiple Alerts
Types Alerts

A combination of 2 or more alert types
generate in a single security over a series of
days, which indicates a party is responsible
for 2 or more trading devices over a period
of time could be regarded as manipulative.

Security
Alerts received
Frequency of alerts

Impact on market — price
move, percentage volume
traded

SMARTS

SB - Graphs to see
impact of account
over time in the
security

e Account(s) Code
and Trader(s)

e Pattern of trading
over the period
and any changes

e Same account or
client activity
responsible
during the period

¢ News items
which may affect

an activity shift

e Operation of an
algorithmic or
program trading
which serves to
act mechanically
in achieving trade
aim at close

e Liquidity of
security — volume
of trades and
value of stock

Pattern of Establishing
Day High/Low

Alert identifies where a Member has been
responsible for establishing a day’s high or
low price. The pattern identified are 2
instances in 2 days of establishing the days’
high or low, 2 in 3 days, 3 in 5 days, 6 in 10
days and 9 in 20 days.

Security
Day High or Low price
Frequency of alerts

SMARTS

SB - Graphs to see
impact of account over
time in the security

Account(s) Code and
Trader(s);

Pattern of trading over
the period and any
changes

Same account or client
activity responsible
during the period
News items which may
affect an activity shift
Operation of an
algorithmic or program
trading which serves to
act mechanically in
achieving trade aim at
close

Liquidity of security —
volume of trades and
value of stock

Pattern of Establishing
Day High/Low Close

This alert identifies where a broker
establishes the closing price at the day’s
high or low on a sufficient number of trading
days to meet the conditions for a pattern. It
may indicate a trading pattern where a client

Security

High or Low closing
price

Frequency of alerts.

SMARTS

SB - Graphs to see
impact of account over
time in the security

Account(s) Code and
Trader(s);

Pattern of trading over
the period and any
changes
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or trader attempts to maintain the price of a
security through regularly upticking or
downticking the price to a level that
establishes the closing price of the security
at the day’s high or low.

Same account or client
activity responsible
during the period
News items which may
affect an activity shift
Operation of an
algorithmic or program
trading which serves to
act mechanically in
achieving trade aim at
close

Liquidity of security —
volume of trades and
value of stock

Pattern of High
Participation at Close

This alert identifies where the Member or
Client is responsible for generating
significant buy or sell volume in the last x
minutes of the afternoon trading session on
x successive trading days. The alert
generates at both the House (member) and
Account/Trader level.

Time of activity

Change in price — value
& ticks

Volume at close relative
to trading over the day

SMARTS

SB Graph - Gives a
good picture of activity
over the day in relation
to price movements.

Account Code and
Trader Name
Operation of an
algorithmic or program
trading which serves to
act mechanically in
achieving trade aim at
close

Liquidity of security —
volume of trades and
value of stock

Has the account traded
throughout, or part of
the day

Small volume order
Previous activity in the
same security

The price direction of
the security over the day
Selling into a rising
market, or buying into a
falling market

Day of the month — any
reporting significance
(fin year) or contract
expiry (derivatives and
futures);

News items

Takeover periods
Expiry, or revaluation
Position held by account
in the security and
historical trading
patterns

Pattern Price Change
Following Large Trade
Alerts

A combination of large trade, marking the
close and ramping alerts indicates that a
party has executed a trade for a large
volume of shares, and that this trade has
then been followed by a patter of trading that
increased/decreased the share price, with
one of the price movement occurring at or
near the close of trading.

Security

Time of activity

Volume traded;

Price movement in ticks
Price change — absolute
and percentage after
large trade

SMARTS

SB - Graphs to see
impact of account over
time in the security

.

Account and Trader
Operation of any algo
trading

Buying or selling activity
of the account after the
price movement
Historical activity in the
stock, looking for
repeated pattern

News items which may
give rise to increased
market interest
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Pattern Price Change on
Close Following Large
Trade Alerts

A combination of large trade and marking
the close alerts indicates that a party has
executed a trade for a large volume of
shares, and that this trade has then been
followed by a pattern of trading that
increased/decreased the share price, with
one of the price movement occurring at or
near the close of trading.

Security

Time of activity

Volume traded against
market volume near the
close;

Price movement in ticks
Price change — absolute
and percentage after
large trade

SMARTS

SB - Graphs to see
impact of account over
time in the security

Account and Trader
Operation of any algo
trading

Buying or selling activity
of the account near the
close after the price
movement

Historical activity in the
stock, looking for
repeated pattern

News items which may
give rise to increased
market interest

Pattern Unusual Trading
on Last Day of Month
Alerts

Pattern unusual trading on last day of month
requires a combination of any three or more
of the following alerts -Market dominance,
Market share price impact, Price driver,
Price high low, Possible Ramping/Marking
the Close (Ramping), Significant Volume in
Last 2/10 minutes of Trading.

Account
Volume
Change in price

SMARTS

SB - Graphs to see
impact of account over
time in the security

Account(s) Code and
Trader(s);

Pattern of trading over
the period and any
changes

Same account or client
activity responsible
during the period
Account position in F&O
being expired on month
end

News items which may
affect an activity shift
Operation of an
algorithmic or program
trading which serves to
act mechanically in
achieving trade aim at
close

Liquidity of security —
volume of trades and

value of stock

Penny Trades

Penny Stocks can be defined as low-priced,
often speculative securities. Penny trades
then are trades that take place in these low-
priced stocks. Given the speculative nature
of the stock, users may deem it necessary to
be notified when these trades occur.

Account Code and
Trader

Volume of order and
Percentage of issued
shares

Volume of order in
relation to the day's
overall activity
Liquidity of security

SMARTS Charts —
provide a good picture
of volume by account
and price movement
over the day

Account function and
security type

Activity of account
trading in security
Liquidity of stock and
size of the order

The stock of price
movement (price
support)

Other supporting orders
for the same client
Historical view
Relevant News

Large Client Order

pattern that is, in effect, a form of possible
insider trading - but rather than involving the
trading ahead of company news that is not

Volume Traded
Prop Account and
Volume Traded

SB - Graphs to see
impact of account over
time in the security

Account Codes and SMARTS Account Activity across
Traders the day prior to the
Prop and Client order transactions
This alert identifies where an employee or entry timestamp Time between
house account 'piggyback’ a client account Volume transactions
Piggybacking by trading after client trades have been Price Price movement of the
(Proprietary/Employee) executed. security.
Possible Churning or This alert identifies a trading pattern that can Volume and price SMARTS
Double Printing be used as a device by a market participant Principal account and
(Proprietary Account) to artificially inflate traded volumes in a client account
security. Whereas a house holds buy and
sell instructions from clients in the same
security, this pattern occurs where a
proprietary account is interposed between
the client orders, which has the effect of
doubling the volume.
Possible Front-running of The Front-running alert identifies a trading Client Account and SMARTS Activity and intent of

proprietary account
Timing of order received
for client accounts
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generally available and is price sensitive, in
this case, the trading is ahead of market
information in the form of client order flows,
which is not generally available and is price
sensitive.

Volume traded and
pattern of trading over
the day

Opening and closing a
position with client
trading in between
Usually presence of
VAR, NNN, PFL
accounts facilitating
client orders in alerts —
generally OK. Ensure
they are acting on
behalf of clients

Possible Front-running of
Large Client Order (Off-
market)

The alert identifies the reporting of a
significant Off-market crossing in which a
house account buys/sells from/to a client
where that house account has accumulated
a similar volume of shares on the opposite
side of the market in a period prior to the
Off-market trade at a better price than that
received by the client in the Off-market
trade.

Client Account and
Volume Traded
Prop Account and
Volume Traded

SMARTS

SB - Graphs to see
impact of account over
time in the security

Activity and intent of
proprietary account
Timing of order received
for client accounts
Volume traded and
pattern of trading over
the day

Opening and closing a
position with client
trading in between.
Usually presence of
VAR, NNN, PFL
accounts facilitating
client orders in alerts —
generally OK. Ensure
they are acting on
behalf of clients

Possible Insider Trading

This alert seeks to identify unusual trading
activity within the look-back period leading
up to a price- sensitive news announcement.
The alert looks for larger than average
volume traded in that security.

Title of Announcement
Volume by Account
(Prop, Client, Employee)

Date of largest volume
traded

Account with largest

SMARTS - provides
good picture of price
movement and quick
analysis of account
activity over time
Relevant Newspaper

Weight of the news item
— material or immaterial
Any internal PSI
Current market trends —
overall, product sector
and company specific

volume traded
Impact on price

Websites
(SMH/Bloomberg) to
provide any further
information which may
or may not contribute to
trading activity

SONAR - can also be
used to gain a longer
term trade and position
history

Activity of account over
a period of time prior to
the news item’s release
- noting basket trading
or algo activity

Purpose of the account

Possible Insider Trading
(Price Movement After

The trigger point for the alert is the
determination of announcement price
sensitivity. This sensitivity is determined by
the fluctuation of the security price after the
announcement is made. Upon receipt of a
candidate announcement, the alert looks
back for x days and calculates the broker's
volume on both the buy and sell sides of the
market on each of these days. The trading is
a candidate for an alert if the volume on at
least one of these days exceeds the broker's
historical average for that security by greater
than the threshold. The alert then looks at
the price movement of the security over the
look-back period. If the broker's volume
exceeds the volume/value threshold, and the
price has moved by greater than x% in the
direction of that broker's trading, an alert is

Title of Announcement
Volume by Account
(Prop, Client, Employee)
Date of largest volume
traded

Account with largest
volume traded

Impact on price

SMARTS - provides
good picture of price
movement and quick
analysis of account
activity over time
Relevant Newspaper
Websites
(SMH/Bloomberg) to
provide any further
information which may
or may not contribute to
trading activity
SONAR - can also be
used to gain a longer
term trade and position
history

Weight of the news item
— material or immaterial
Any internal PSI
Current market trends —
overall, product sector
and company specific
Activity of account over
a period of time prior to
the news item’s release
— noting basket trading
or algo activity

Purpose of the account

of a security during a trading day, with the
net value of that trading (accumulated value
of buy transactions less accumulated value
of sell transactions) being zero or close to
zero. Where an entity is trading significant
volumes for little or no economic

Order entered time
Volume
Price

Announcement) generated.
Possible Intraday This alert identifies where a client or trader e Account Codes and SMARTS Any difference in
Churning has bought AND sold a significant quantity Traders beneficiary ownership in

final allocation

Account Activity across
the day prior to the
transactions

Time between order
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benefit/loss, this may indicate that the trades
have been prearranged with a counterparty
such that parcels of shares are passed
between associated parties at or around the
same price.

being entered

Historical market trading
volume

Connected relationship

with the listed company

Possible Prearranged
Trading In
Opening/Closing Session

This alert identifies where a client broker and
another broker (counterparty), enter a BID
and ASK within a short period of time for a

e Volume and Price
e Time between Orders

This alert looks for a trade by the entity that e Time of activity; e SMARTS e Operation of Algos
is identical in price and volume to a e Account Code and e Client mandated orders
ca_tr;]ctehlledl_tractie z?arller in the tradlggﬂc‘i_ay, but Trader e Deletion of order
wil e client references reversed. this : :
could be indicative of the trader having ¢ X]%I:Te e Fricoiof * r:oisstsall?lee fat finger
executed a crossing trade with the clients on X o .
the wrong side of the trade therefore making | ® Variance from current ¢ Order price in relation to
it necessary for the trader to cancel the trade market price bid/ask price
Possible Operator Error and then re-execute with the clients on the Frequency of the sales
(Cancelled Trade) correct side. person, DTR, DMA
Possible Operator Error This alert seeks to identify where a trader o Time of activity; e SMARTS e Operation of Algos
(Price) enters an order which is substantially away | ¢ Account Code and e Client mandated orders
from Fhe current trading price of that Trader e Deletion of order
security. o Volume and Price of e Possible fat finger
order mistake
e Variance from current e Order price in relation to
market price bid/ask price
Frequency of the sales
person, DTR, DMA
Possible Operator Error This alert seeks to identify where a trader o Time of activity; e SMARTS e Operation of Algos
(Volume) enters an order for a substantial value at or e Account Code and e Client mandated orders
close to priority and then, shortly after, the Trader e Deletion of order
order is deleted and replaced with an order . .
for the same price but for a substantially ¢ g/::dI:Ir'ne AndiFrice of ¢ Pc.)ss':b fat finger
reduced volume. So, for example, the alert 3 MIStake! . _
might identify an order entered by a trader ¢ Variance from current ¢ Order price in relation to
for 7,000,000 shares which, shortly market price bid/ask price
afterwards, is deleted, and quickly followed Frequency of the sales
by an order for 700 shares at the same price person, DTR, DMA
and entered by the same trader.
This alert seeks to identify where a traderor | ¢ Account e SMARTS e Cross with same
account may try to disguise a position to e Trader o Bloomberg counterparty in both first
hide the true ownership of the security. This and second crossing
would usually include the transfer of cash or e Any PSI announced
a cash like instrument to keep_the balance e lsitatmonth / quarter /
sheets equal, a pattern sometimes referred
" . o g g year end
Possible Parking to as "warehousing" or "parking".
e Account Codes and ¢ SMARTS e Any difference in
Traders . beneficiary ownership in
e Order entered time final allocation
e Volume e Account Activity across
e Price the day prior to the
o transactions
This alert identifies where the client broker ¢ T"T’e betweenjorder
and another broker (counterparty), enter a bglng .entered X
BID and ASK within a short time period of ¢ Historical market trading
time for the same volume and price which volume
generates a trade between the two brokers ¢ Connected relationship
Possible Prearranged for the whole of the volume. This could with the listed company
Trading indicate that the trade was pre-arranged. .
Possible Prearranged This alert identifies where, within a short o Time of activity e SMARTS e Account purpose and
Trading (Quote) period of time, the client broker and another | 4 \/olume and Price Trader
broker enter a.bid anq ask for the same e Time between Orders o Similarity of orders and
volume and price, which generates a trade time difference
between the two brokers for the whole of the e Has similar volume
volume. The volume of the order must be been shown to the
significant given the trading history of the market prior to the trade
security: o Liquidity of the stock,
less liquid greater the
risk
Frequency, historical pattern
in the security making use
of the broker information
e Time of activity e SMARTS e Account purpose and

Trader
Similarity of orders and
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Auction

significant volume in an opening or closing
auction phase, and which generates a trade
between the two brokers for a significant
proportion of the order volume.

time difference

Has similar volume
been shown to the
market prior to the trade
Liquidity of the stock,
less liquid greater the
risk

Frequency, historical
pattern in the security
making use of the
broker information

This alert identifies a trading pattern as the

o Time of activity; e SMARTS e Operation of algos
execution of a series of trades over the e Account Code and e Client mandated orders
settlemen: perioctihwhicgI genertatesl adpri? . Trader o Deletion of order
movement over the settlement period whic . "
would impact the final senlemel‘:t price. ¢ Vcﬂume andPrice of b Pc_assmle fat finger
One of the trading devices used to or ?r mistake . X
manipulate the price of a security may be to | * Variance from current ¢ Order price in relation to
generate significant price movements in the market price bid/ask price
security during the settlement period. Such ® Frequency of the sales
significant price increase may have the person, DTR, DMA
effect of drawing buyers into the market,

Possible Ramping At thereby significantly increasing the
Settlement Time settlement price of the instrument
Possible Ramping / This alert identifies a trading pattern as the e Security e SMARTS e Account and Trader
'\f:rklng the Close tgxecuthn ;Jf 3h.5‘:"es of trtades overashort |4 Time of activity ¢ SB-Graphs to see e Operation of any algo
(Ramping) ime perlot W |cthgtener_a :s :_p:c_e e Price movement in ticks impact of account over trading
gqi\c/’:re;%eentr%ier:g haistzf;zf t“r:elze;rlijt;erfua e Price change — absolute time in the security ® Buying or selling activity
the price movement subject of the alert and percentage of the accoun_t prior 53
occurs within x minutes of the close of the ¢ Buying orselling activity
market the alert is re-titled as Marking the of_the account after the
Close (Ramping). price movement
o Historical activity in the
stock, looking for
repeated pattern
o News items which may
give rise to increased
market interest
.
Possible Spoofing (Entry This alert identifies where a large order is
and Deletion of Large entered at the best bid or ask and then
Order at Best Bid/Ask) within a short period of time is deleted. The
intent of this alert is to identify an order that
may be fictitious - that is, an order that is
entered for the purpose of creating a false or
misleading appearance with respect to the
market for, or demand for, a security.
This alert identifies where buy or sell orders | ¢  Time of activity SMARTS e Any genuine
are entered AND deleted within a short e Account Code executions
period of time (without having traded). The o Algo behaviour
parameters for this alert are based on a .
matrix whereby a specified number of orders : ;i);p:o‘)fftf::;‘;ction
is entered and then deleted within a i
specified number of seconds. In some ¢ Frequency during the
circumstances, the entry and deletion of day
multiple orders within a short period of time
may represent an intention on the part of the
client or trader to create a false or
misleading appearance with respect to the
demand for, or market for, a security. The
Possible Spoofing issue is whether the orders do represent a
(Multiple Deletes) genuine intention to buy or sell.
Possible Wash Trade (A to | This alert seeks to identify trading patterns e N.B. need to download e SMARTS e Account code and

A)

where the same account reference is on
both sides (both bid and ask) of a trade. This
alert can cover both on- and Off-market
trades, depending on the nature of the
market and the user’s requirement.

CSV file for further
details - things to note in
CSV file:

Time of activity

Account Code

trader

The type of client

Size of the

transaction against
market volume

The time the buy and

sell order was

entered into the

market,

Instantaneously AL
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higher the potential
risk

If the execution price
was at the high or the
low at the time

The frequency during
the day, and account
activity previously in
the stock

Possible Wash Trade (A to
BthenBto A)

This alert identifies where two trades are
executed within a short period of time for the
same volume and price, where the account
references in the first trade are reversed in
the second trade. Thus, this alert identifies
trading patterns in which there is no change
in beneficial ownership.

N.B. need to download
CSV file for further
details - things to note in
CSV file:

Time of activity

Account Code

SMARTS

Account code and
trader

The type of client
Size of the
transaction against
market volume

The time the buy and
sell order was
entered into the
market,
Instantaneously
higher the potential
risk

If the execution price
was at the high or the
low at the time

The frequency during
the day, and account
activity previously in
the stock

Precedence
(Proprietary/Employee)

This alert identifies where an employee or
house account trades immediately ahead of
a client trade at the same or a better price.
This alert is available at two entity levels;
Employee and House. It identifies trading by

N.B. need to download
CSV file for further
details

Time of order entry
Account Code

SMARTS

Account code and
trader;

The time of client and
proprietary orders
were entered into the

either of these entities in the period
immediately prior to a client trade.

Average execution
price

market,
Instantaneously
higher the potential
risk

If the client order
execution price in
average was better
than proprietary

If client and
proprietary orders
were done by two
different traders

Price Driver

This alert looks at the entity’s trading over
the course of the day. If the entity has been
responsible for a certain percentage of price
movements (increases /decreases) in that
security, and this percentage is
disproportionately larger than its percentage
of buying/selling volume on that day, then
the details are written to a csv file.

Account code

Number and percentage
of price movements
Change in price

SMARTS

SB — Graphs to see
impact of account over
time in the security

Account and trader;
The stock price
movement

Operation of any
algo/program trading
Size and price of the
client orders compared
to the bid/ask/markets

Price Improvement
(Trading Below/Above
Best Bid/Ask Midpoint)

This alert identifies a crossing where a client
trades directly with a proprietary / employee
account and the client does not achieve a
price improvement. If the client is buying
from the house, price improvement is
achieved if the price is lower than the
previous trade price and lower than the mid-
point of the bid/ask spread immediately prior
to the crossing (and vice versa if the client is
selling).

Account code

SMARTS

Account and trader
Overall traded price by
client and proprietary/
employee

Algo trading or manual
release

Size and price of client
order

Price Improvement
(Buying/Selling at Best
Bid/Ask)

This alert identifies a crossing where a client
trades directly with a proprietary / employee
account and the client does not achieve a
price improvement. Where the broker
executes a crossing where a proprietary /

Account code

SMARTS

Account and trader
Overall traded price by
client and proprietary/
employee
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employee account buys from a client
account, an alert will be generated if the
trade is executed at the best bid: similarly,
where the broker executes a crossing where
a proprietary / employee account sells to a
client account, an alert will be generated if
the trade is executed at the best ask. In both
cases it can be argued that an improvement
in the price was not achieved for the client
from trading directly with the broker's
proprietary/employee account.

Algo trading or manual
release

Size and price of client
order

Account Codes and e SMARTS Trading strategy on buy
This is primarily an information alert Traders e SONAR and sell sides
highlighting any trade where a proprietary Order entered time Final allocation to
account has traded directly with a client. In Strategy trading accounts
some markets, where a proprietary account Account usage / trading
Proprietary Account trades directly with a client, reporting or purpose
Trading with a Client disclosure obligation may be required.
Proprietary Crossing This is primarily an information alert Account Codes and e SMARTS Trading strategy on buy
highlighting any trade where two proprietary Traders e SONAR and sell sides
accounts have traded directly with each Order entered time Final allocation to
lcthgr via a crossing. This type of tradle could Strategy trading accounts
indicate thgt the trac_ie may not _have |nyolved Account usage / trading
a change in beneficial ownership (that is, a purpose
potential wash trade). In some markets
‘Wash Trades’ are deemed to create a false
or misleading appearance of active trading.
Rapid Increase in Order This alert is designed to identify periods Account Codes and e SMARTS Account Code and
Activity where trading activity of the same client Traders Trader Name
reference or trader ID has increased Time of activity Liquidity of security
significantly within a short period of time. Number of orders and News which may
Significant increase in trading activity may size warrant increase in
indicate several possible causes, including activity
when automated trading systems have .
malfunctioned and flooded the market with Oper.atlory of an
multiple orders. algo_rlthmlg or program
trading which serves to
act mechanically in
achieving trade aim at
completion by day end
This alert will generate each time a broker Account e SMARTS Information alert to
executes a sell trade that is marked/flagged Volume assist Short Sell
Short Sale as a short sale. monitoring
This alert seeks to identify orders entered Account code e SMARTS Account and trader;

Significant Change in
Indicative Price

during an opening or closing auction phase
that significantly increase or decrease the
indicative clearing price, such that if no
further orders were entered or amended the
security would trade in the auction at that
higher or lower clearing price. Where the
alert is being monitored in real time, it may
give the user the opportunity to check an
order that has significantly moved the
indicative price before the order executes in
the auction.

Number and percentage
of price movements

Change in price

SB - Graphs to see
impact of account over
time in the security

The stock price
movement

Size and price of the
client orders compared
to the bid/ask/markets

Significant Intra-day Price
Movement

This is an information based alert which
highlights when there has been a significant
intraday price movement in a security of a
warrant/derivative for which the broker is the
issuer. The text and heading of the alert
highlight whether the broker traded during
the day.

Volume traded over the
day and average price
Percentage of daily
trade volume

Price movement in ticks
and absolute

SMARTS

SB - Graphs to see the
price movement of the
security

Account(s) Code and
Trader(s)

Pattern of trading over
the period and any
changes

Price movement that
may be attributed to
Account(s) trades
News items which may
affect an activity shift
Operation of an
algorithmic or program
trading which serves to
act mechanically in
achieving trade aim at
close

Liquidity of security —
volume of trades and
value of stock
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Significant Volume in Last
2/10 minutes of Trading

This alert identifies where a significant
proportion of an entity’s volume for a trading
day is executed within the last 2 or 10
minutes of trading and includes, where
applicable, the closing auction in this time
period.

Account
Volume
Change in price

SMARTS

SB - Graphs to see
impact of account over
time in the security

Account(s) Code and
Trader(s)

Pattern of trading over
the period and any
changes

Same account or client
activity responsible
during the period
News items which may
affect an activity shift
Operation of an
algorithmic or program
trading which serves to
act mechanically in
achieving trade aim at
close

Liquidity of security —
volume of trades and
value of stock

Alerts when the broker responsible for e Account Code e SMARTS o Account Code and
i ivi Trader N

greater than a certain number of single ® Time of activity Pra“ e ?T;e .

board lot orders (which generate trades) in ¢ Number of orders b N ad_ern o i : accoun

the first and/or last x minutes of trading and rading:activity,

which have a price impact of moving the . quUIGI{Y of the stock

price by x or more price spreads. This alert e Operation of any algos
Single Board Lot Orders at | will only fire once per security at the end of e Impact on Open/Close
Open/Close the Opening/Closing time. price determination

e Volume traded and e SMARTS e Account purpose and

Substantial Shareholding

This alert seeks to identify when the entity's
net accumulated position on a security
exceeds a certain percentage of a issued
capital.

percentage of issued
capital

Account details (CSV
file)

SB — Graphs to see
impact of account over
time in the security

trader
News items which may
affect trading volumes

Trade to Trade

This alert seeks to identify trading behaviour
that generates a significant price movement
through a single on-market trade or through
the reporting of a single Off-market trade (for
example a late trade or block trade).

Time of activity
Price movement
Prior price spread

SMARTS

SB - Graphs to see
impact of account over
time in the security

Account purpose and
trader

Liquidity of the stock
Pattern of the account
trading activity

Stock price movement
after the trade to trade
Operation of any algos

Activity in market at the time
of alert

Trading In Excess of
Normal Market Share

This alert seeks to identify circumstances in
which an entities market share is unusual
given (a) the history of the broker's market
share in that security and (b) where the
securities price has increased or decreased
by greater than the price movement
parameter.

Volume traded over the
day and average price
Percentage of daily
trade volume

Price movement in ticks
and absolute

SMARTS

SB - Graphs to see
impact of account over
time in the security
HKEX news website

Account purpose and
trader

Any internal PSI
Trading history in the
stock

News items which may
affect interest.

Price & Volume over the
day

To capture when trades occur in a security e Security ¢ SMARTS e Account and Trader
Trading outside eligible list | outside of eligibility criteria.
o Time of activity; ¢ SMARTS e Account purpose and
e Account Code and Trader
Trader e Activity and intent of
This alert seeks to identify where a trader or | ¢ Volume and Price of proprietary account
account may try to disguise a position at the order e Volume traded and
end of month - it is a trading pattern that is pattern of trading over
Unusual Crossing at sometimes referred to as "warehousing” or the day
Month End "parking".
Unusual Order Price This alert identifies where an order is e Time of activity ¢ SMARTS e Client mandated orders

entered at a price significantly outside of the
existing market price. A volume condition
can be applied which requires that the order
must also exceed a volume threshold.

Volume and Price of
order

Percentage and tick
change in price

SB - Graphs to see
impact of account over
time in the security

Deletion or correction of
the order

Possible fat finger
mistake
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Previous best and
closing prices

e Order price in relation to
bid/ask price

e Frequency of the sales
person, DTR, DMA

Watchlist Trade

This is a real-time information alert that
identifies any trade in a security that is on
the user’s watchlist.

Security
Volume traded
Buy/Sell

¢ SMARTS

e SB - Graphs to see
impact of any intraday

e Account purpose and
trader;
e Operation of any algos /

patterns. program trading
e SONAR to review instructions
activity e Any Over the wall
approval required if
applicable
e Restricted list or Grey
list
e Security ¢ SMARTS e Account purpose and

Volume traded

e SB - Graphs to see
impact of any intraday

trader
Any internal PSI

patterns. e Trading history in the
¢ SONAR to review stock
activity o News items which may
affect interest.
This is a real time, informational alert which e Price & Volume over the
identifies trades in watchlist securities that day
Watchlist Volume exceed a pre- determined volume threshold.

This alert looks at the market making Security ¢ SMARTS o Market making
obligations of the liquidity provider and Bid/Offer spread e SB - Graphs to see responsibilities of the

Wide Bid/Ask Spread

seeks to identify when the spread (difference
between best bid and best ask) in a security
exceeds the maximum tick limit for that
derivative. This would indicate that the
designated market maker (liquidity provider)
is not fulfilling their obligations.

Volume of order

impact of any intraday
patterns.

Liquidity Provider

26. Appendix IV — Indonesia Equities Benchmark Algo Con trols

Indonesia

Control Upper Limit Trading Phases Action

Max Spread 16 * historical Continuous Algo limits price, but continues to trade. Alert
fired.

Max from Last 5% Continuous Algo limits price, but continues to trade. Alert
fired.

Max from Last 7% Close Auction Algo limits price, but continues to trade. Alert
fired.

Max from Open 19% Continuous Algo limits price, but continues to trade. Alert

Close Auction fired.

Max from Prev. Close 20% Pre-Open Algo limits price, but continues to trade. Alert
fired.

Max Child Order Size (lots) 50000 All Algo restricts size to limit

Max Child Order Frequency 120 operations / 60 All Algo will stop Trading and Alert. All orders on Mkt

secs
600 operations / 300
secs

cancelled.

Max % Volume

Strategy Default Limit Upper Limit (trader Action

override)
SNIPER / STEALTH /SDMA / | 100% 100% Algo caps Participation
STAMPEDE overlay /
ICEBERG / PEG
TWAP / VWAP / DYNAMIC / | 33% 50% Algo caps Participation
POV / ARID /1S / AQUA
AQUA_GLOBAL 50% 50% Algo caps Participation
MOC 33% 33% Algo caps Participation
CLOSE 33% 40% Algo caps Participation
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27.

old

Appendix V — Quarterly KRl Report, Email Requestan d
Approval

PT JP MORGAN SECURITIES NESIA-

liver velue of clients/buy trades value of institutional clients: il
- Fail to deliver value to other broker/sell trades value to other broker: Nil
il to del institutional clients: N - Ops team perform pre-matching until SD and raise any un-matched settlement
[Pt to det instruction on SD-1 to FO and ROC team, cc RM and Compliance and to find
& [Cedit Retno Wulandari |5 e Client NI sotution as per aveilable failed mechanics provided by exchangs
- Pending fail to deliver Frequency to other brokers: Nil - JPMSAPL settle any fails for foreiga clients on SD
 Highest value of trades done on negotiation board: USD 96 mm = 183% nostro balance
The highest value of trades done on NG board (not guaranteed by KPEI) > nostro balance, but all settied
~ Average haircut value/ Average fair market value of portiolio: 86%
2 [Market [Fmond ~ Unrealized loss/Total Assets: 0.0001% Patst ony maintain Portflio for facilitating client of 0dd lot orders
e | he portfolio value/Total paid in capital: 0.01%
Current Ratio: 4.78
- Cash Ratio: 3.73
- (NAWC Excess NIA
~{iverage Cash + Cash Equivalents + Deposit + Colateral in KPE/Average payables to KPEL 11,06
- (Average Cash + Cash Equi fail to receive of i Clients (NK): 4741.79
Fail to receive value of Clients (NK): USD 10 m = 0.02% liquid asset
Sl o rwoséve frequisniy, ol ot Clients (NK): 1 . - Settlement team monitors daily cash position, trades payables and receivables
3 |Liquidity  [RudyKusumo |- Frequency of pending fail to receive of Clients (NK): Nil - Lisise with LEC if there is any funding or capital increase requirement
Dahlia Akiah [3verage Cash + Cash Equivalents)/Average fail to receive from other broker: Nil - Settlement team will request JPMSAPL to cover any fails for foreign clients
- Value of fai to recsive from other broker: Nil
- Frequency of fail to receive from other broker: Nil
~ Frequency of pending fail to receive from other broker: Nil
- Liquidity ratio: 100%
ET————— - Each LOB wil ensure the compliance to internal policy and regulations
- Business Complexity: No tradings issues
- Know Your Client (new COB and renewal):
- Pending 1 new parent account and 1 sub account
- 4 accounts are in the process of KYC remediation. Target of completion is Dec 2016, pending WCOB review
5 and procedures are implemented
. KYC Committee will ensure that audit is conducted regularly
- System failures:
- A bit delay near market closed on 30 Nov - MSCI Rebalance, it’s expected because large amount of orders
- Capacity issue on CBEST server - CIRT WRM created: #16018894
- A network flapping between Indonesia and Singapore. P1S3 - 161220000929 - Local Indonesia traders are seeing delay in the - Each LOB will escalate any system issue to technology team
releases reflecting in NEO -Technology team will follow up with veador and/or regional AD
- WRAM for CIRT Created
- Completed-PWC RF already submitted
- Completed-Hash Check already sent to Exchange (BOFIS standardization is completed)
= - RO to monitor the trading limit during trading hour and escalate f the blocked
Highest percentage of blocked collateral
- blocked collateral amount/ total ofline collateral: 53% . ; i
& [oparationar [RudrKusumo | - bocked coisteral amount/outstanding RG tade value : 24% et 2 Ope tmeun o celculate & prapics chchs collatacal {gfection;
i - Settlement team to send list of o/ s error and facilitation to Sales cc
X Comptiance and Ry
- Trading Error and Facilitation: : ‘ .
10 trading errors with P/L USD 176 and 4 facilitation with P/L (USD 2,023), o pending reporting and 2 pending approval - RM will help chasing Sales Trader and Dealer to complete the reporting in
- Client Trading Limit Breach: Breach trading limit JPMSAPL USD 31 mm, temporasy limit increase for JPMSAPL IDR 1 trillion = - RM review the report and request Sales Trader to raise the request if any
USD 74mm until settlement date breach limit
- Rt follow up the request with Credit team
- Timelines of Escalation: N 411 LOBs to comply with the Escalation Standard and Reporting Timeline
- 7O and Settlement team will escalate to RM/Compliance if there is any
_ complaint to be raised by client verbally and/or formally
g il
(Castogise Costglaiata: - Compliance wil follow up with respective LOB and advise follow up actions
- Operating Committee Mesting (OCM):
To be scheduled Jan 2017 for Q4 2016, OCM pack will distibuted properly via email
- Tax: Overpayment tax on 2008, 2009 and 2014, waiting for Supreme Court and DGT
S LOB s the recpansinliy o 5a i complince Wit teraal aicis
- Regulatory/Internal Compliance Policy Breach: Nil including SOP and relevent regulations
- Each LOB has the responsibility to escalate any potential breach to
- Regulatory /_Legisiative Audit / Review Grades - OJK/IDX/KSEL Nil Comptiance
s LEC and Ops will receive email notification if GLRS can be started, or if any
= Ops team perform pre-matching until SD and raise any un-matched settiement
- : N
Unconfirmed/Unaffirmed Trades: Nil B e o oo
S — Ops team perform trade reconciliation aiter market closed and to raise any issue|
o to FO team
Ops team periorm nostro reconciliation after markst closed and to raise any
issue to LEC team
Ops team perform trade reconciliation aiter markst closed and to raise any issue|
to FO team
~ Audit Findings: No finding on PPATK udit that was conducted in Jun 2016 and exit meeting In Dec 2016
~ Audit Result: Nil - PPATK could not do sampling to assess money laundering activities because JPMSI dossn't have end cients
data but rely on KYC Statement from clients
- Corrective Action: N/A
 Litigation amount: N/A
. ., |-Ratio of litigation value/excess NAWC value - Each LOB will ensure the compliance to regulations and internal policies
Losat e Hamid 7 cignment of legal att in court: N/A - Each LOB will update and implement SOP consistently
- Fulfilment of the legal ent terms: Fully
zation of all justment to CSAA is in progress. Adjustment is made o align JPM standard, deletion of
invalid terms/clauses e.
- The use of the dispute resolution forum: N/A
- The number and nominal value of products which have not been regulated by rules: /A
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melda Saerang

iand Acquisition), ECM (Equity Capital Market), and DCM (Debt Capital Market).

- Product choices: Securities Brokerage on IDX with DVP (Delivery Versus Payment) settlement, including Advisory, M&A (Merger

- Business strategy
- Client focus: For Equity, regionally we have identified 30 supertier clients that we focus on as a firm.
- Target of revenue: 10% Year on Year.

- Client focus and revenue target is set and socialized properly from top

- Net Profit Margin Ratio (Net Income/Net Sales): -8%
- Costs/Revenue: -127%

- ROA Ratio (Net Income/Average of Total Assets): -1%
- ROE Ratio (Net Income/Shareholders’ Equity):
- Revenue/Other Income: 4.44

- The achievement of profit target in the last 3 years: N/A - 2016 revenue target 15% of 2015 was achieved
- Poticy of dividend repatriation: To be discussed in annual BOD meeting

- Retained Earnings: USD 39 mm < daily net outflow

- Profit Increase: -96% (YoY Q3)

[management to local sales team

- Regular meeting is conducted to monitor the status and any issue on
achieving business target
- NBIA process is set properly and involved local LOBS

Compliance

Myra Hamid

- Trading ID:
- 196 executions or 0.03% of total executions having unmatched trading ID
- Root cause:
Fix client with foreign and domestic funds having only 1 ID, Sales Trader didn't change the booking entity manually before ses
it to JATS.
- Action plan: RM raised the issue and advise Tech to find tactical solution to automate the changes.

- RM to check Trading ID on TD, to escalate any un-matched Trading ID to FO
and Tech team
- RM and Tech team to keep track delivery schedules of the solution

nt

- Free Release:
- 7,721 executions or 1.2% of total executions flagged as free release executions in NEO
- Root cause:
Dealer created dummy order for delayed instructions via Fix.
Common practice within JPM.
Clarification from IDX: order execution is valid and in compliance when below criteria is fulfilled:
1. Order is received by authorize trader/dealer
2. Client is properly on-boarded i.e. client data is available in the system
3. Client Order is validated in terms of limit checking + availability of stock/cash - for custody client

NEO has the above listed capabilities.

‘The understanding to cancel (dummy) order and feed order from FIX after execution on spot order is not a concern from IDX as

- RM to monitor executions in NEO on TD, to escalate fadings to Compliance
and technology team for further investigation and follow up action
- RM, Compliance, and Tech team to keep track delivery of the solution

- Trade Monitoring and Surveillance:
- Total 1,153 alerts
- Escalation:
- Possible wash trade TD 13 and 21-Oct and 2/22/24/29/30 Nov 16/22 Dec (confirmed the allocation to different sub
accounts)
- Price changes on NG board TD 7/11 Nov and 20 Dec (all can be justified)
- Action Plan: N/A

- Monitoring of trade alert using Smarts Broker, analysis done by regional
[ monitoring and surveillance (M&S) team and review by RM on T+1

- Escalation to be made to Compliance, if any

- M&S, R, and Compliance will ensure the escalations will be followed up by
espective team (Dealer/Sales Trader/Technology team)

Reputation

1melda Saerang
Myra Hamid

- Verbal complaints from clients: il

- Written/formal complaints from clients.

- Negative news being .
- Reseach report that was released by Global Emerging Market Equity Research that double downgraded Indonesia Equity from
Overweight to Underweight has invoked negative responses from Indonesia Ministry of Finance.

- Impact: 4 business partnership as tax payment bank (bank persepsi), primary dealer of Government Bonds (SUN), auction
member of Government Syariah Bonds (Sukuk), and joint lead underwriter of global bonds where JPMSI has an important role in

tential risk closely.

the underwriting process had been revoked. There was no impact to JPMSI's business licenses, but the Firm keeps monitoring any

- Complaints/negative news handling/follow up action:
The issue has been handed properly by local main entity (SCO and Country Risk Officer) and regional communication LOB.
Details of the matter had been communicated all employee.

©

Intragroup
(Transaction

new
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[Rudy Kusumo

- Intra-group nostro balance: USD 1.6 mm
- Credit line amount and utilization: IDR 160 ba, nil utilization

LEC and operations team monitor the nostro balance at minimum amount only
expenses
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25 i o € nooalclieg sy tkmn Wk O o i
Foil 10 delives valis o ather beokas sl raden valis 10 oiher bk
: - Ops team perform pre-matching until ST and raise any un-matched settiement|
1 |credic Cogueney 2 instruction on 5D+1 10 FO and ROC team, o KA and Complinnce and t find
-mlﬂlwdﬂh‘nﬁmdm yutussenal clens. 76 soluton s por avilable fated recharica provided by exchangs
~ Prnding fail 1o sliver Frequency o other brakers i settie any fails for foveipn chisnts o5 SO
- Mippast et ¢ - = e - e
The hagheat rafue mefﬁbnd(mlwmmbvmh-mh-}m‘
~Averags haircut value) Average Inir market valus of pertiebe 557
2 |Market - Unroalized 103, Total Assets: 0 0901% PAS1 only maintain Portfolio for facilitating client of odd Jot orders
- valus/Total paid in capal: 0.01%
2 Coupn; Bt I — E
- Cash Ratia 3
+ [NAWC Excess Value x 3)/ Underweiting portion: 1/ 4
 [Avoragn Cash - Cash Equivalents = Deposit = Collateral in KPET)/ Avarags payabies to KFEL. 1105
- [Averags Cach+ Cash Equir £l 10 receive of Clisnta (NK} 47178
- Settiement taam monitors daily cash position, trades payables and receivablas
3 |Liguidity » Fraquency of pending fail to roceive of 0 et - Limima with LEC if thers iz any funding or capital increass requirsment
TAverage Cash + Cash Equiv srage fuul 10 recavs from ather beolear: MU - Settiement team will request JPMEAPL to cover any fails for foreign clients
| *Valiue of fail to receive from other broksr: N
- Frequency of fail to receive from ather broker: 7l
+ Froquency of pending fail to receive from other troker. il
* Liquidity ratio: 100%
- Internal Audit 3/ A - Each LOB will ensure the comphance to internal policy and regulations
Each LOB will update and miglement SCP ton:
[+ Business Complemity. o new product/sates rading - NBIA proces i3 peclormed that include all 1083 before new product is launched
- New process has been applied Le. KYC operations provided by WCOB
(Whalesale Client O Boardinag) who will perfsrm client o boarfing and KYC
activitios mmmwmmwwmpwt
- Kaow Your Clieat (naw COB and renewal.
- Pending 1 new parent account and 1 sub Account
- 4 accounts are in the process of KYC remediation. Target of completion is Dec 2016, pending WEOB reven
- System failurea:
- A bit delay naar markst closed on 30 Nov - MSCT Rebalance, it's expectad because lange amaunt of arders
- Cagacity issus on CBEST server - CIRT WRA created: 16018884
- & nerwork fiapping bevwses Indonssin and Singapors. FLS3 - 161220000624 - Local Indonesia traders are sesing delay in the - £ach LOB will escalate any system issue to technology team
Techaalogy team will follow up with veador and/ or regional AD
- Completed-PWC K1 aiready submicend
- Complated-Hash Check already gent 1o Exchangs (BOFIS standardization is completed)
Mighest percentage of Hlocied collateral
- biocked coliateral amount tota] offline coltaserst; 33% . £
i [ " - 4 will work with Ops team to calculate and prepare cash collateral injestion,
+ |operati « blocked collataral amoust/outstanding RO trade value - 24% s witl provide sigm off
- Sattiament team 12 send fist of o5 arror and facilitation to Sales o
Complinnce and KM
10 uading errors with B/L USD 176 and ¢ facilitation with P/L (USD 2,023, no pesding reporting and 2 pending approval ”';::‘WW’“"‘““"":-" tosnaiita Cos byt i
- Bl help m.mwuwmem
- Client Trading Limi o0 50D
- Client Trading Limit Breach Breach wrading ki UST 32 wmem, temporary Limit increase for 0K 1 teillien - -Nmmxmﬂmwffﬁ-hwﬁ'xﬂ—tﬂnr
VED Tamm untl petliament date oty
- RO tolioe up the roquest with Credit team
- Client Trading Limit Breach: Breach trading it USD 3t mm, temporary limit increase Tor 10K 1 trillion = - RA raviem the report and fequest Sxles Trader 15 faise the request if any
8D Tamm untl settisment date esach limit
- RM foliow up the request with Credit team
- Timetines of Zscalation: il All LOBs to comply with the Escalation Standard and Reperting Timeline
RS oo e W0 fallonw up with respective LB and advise follow up astions
- LEC will ensure. 1 15 reported to OJK on monthly basis
S ———— ~CAC mark each participant's calendar in advance for 1 year
To be schaduled Jan 2017 der G4 2016, OCM pask will fistibutad preperly s email
- fax:
- Reguiatory/ Internal Compliance Policy Braach: 3l
- Each LGB has the responsibilicy to eacalate any potential breach o
- Regulatory | Legslative Audit | Review Grades - OJK/TDX/KSET: 51l Comptiance
| [LEC and Ops will receive email notfication o GLRS can be started, or if any
- Unconfirmed/ Unaffirmed Trades: Nl
- FO to BO Reconciliations: il
- Noatro: il
- Late capture of trades: il
~—Audit o finding on PRATK audit thar was conducted m Jun 3016 and exit mesnng in Dec 2016
- Audit Reguit: Wi - PPATK could 00T 60 SAmpLnY 10 ANS6SS MOney Iaundering activities because JFMSI doosn't have and chents’
data bt rely on KYC Statement from clients
] - Each LOB will ensurs the comptiance to regulations and internal policies
ki in court- §/A - Ench LOB will updats and implement SOP consisteatly
£ CRAA 18 if FrOgIews. AdJUItGAT 18 mAde t RIgH JFM Siandard, deletion of
a
products which have not been regulated by rules: /1
- Product choices: Securitses Brokerage on IDX wath DVF (Delivery Versus Papment| sestiement, including Advigory, MisA (Merger
and Acquisition), ECM (Equity Capital Market), and DCM (Debt Cagial Market).
- Business stateq
- Clieat forus: For Equity, regionally we have identified  supertier clients that s focus on au a frm.
- Targes of sevenue: 10% Year on Year,
- Figcal/ monetary changes: il
- The impest to business: Nil
& |Strategic mummmhmmm 1y tasus on.
- ROA Ratio Net Income Averags of Total Assetal: -1% - NB1A process is set propery and involved local LOB2
- ROE Ratio {Net Income, Sharshalders' Equity): 1%
- Reveruse| Gther Incame: 4 &4
- The achisvement of profit target in the last 3 years: /4 - 2016 revenue target 15%of 2015 was achieved
- Policy of dividend eepatriation To be discussed in anaual S0D meetiag
- Retained Earnings: USD 39 men < daily net outflow
- Profit Lncrease: -56% {Yo¥ Q3
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- Trading 1D:
- 196 executions or 0.03%of total exscutions having unmatehied trading ID
- Root cause: - RM to check Trading 1D on TD, to eacalate any un-matched Trading 1010 FO
Fox chiont with foreign and domestic funds having only | 1D, Sales Trader didnt change the booking entity marually befors ent 204 Tech team
it 10 JAT - RM and Tech 1am to kesp track delivary schadules of the selution
- Action plan: RM raised the issus and advise Tech to find tacsical salution ta automats the chasges.
- Fros Releass:
721 emecutions of 1.2% of total execuitions fagged as free relesse oxecutions in NEO
- oot cause:
7 |compliance Diaaler sraated dummy arder for dalayed insiructions via Fix
Commen practice within JPH - R to monitor executions in NEO on TD, to escalate fadings o Compliance
Clarification from IDX: oder execution is valid and in compliance when below criteria is fulfilled: and toctinology 1eam for further investigation and foilow up action
1. Order in receiwed by suthoraze trader/deater - R, Comgliance. and Tech team 1o keap track delivery of the solution
2 Client 13 gropery onboarded ie, chent dota i emlable in the system
3 Client Grder is validated in terms of dmit checking = availability of ntock/cash - far custody client
The understanding to cancel (dumeny) order and feed order from FIX after axecution oa spot orfer is not a concern from IDX as
[NEQ has the above listed bilithes
~Total 1,153 alarts - Manitoring of trade alert using Smarts Broker, analysis done by regicnal
- Escalanon conitoring and surveillance (MAS) tann and review by FM on T+1
- Possibls wash trade TD 13 and 24-Oct and 2/22/24/23/ 30 Nov 16/22 De< (confinmed the allocation to different sub - Escalation to be made to Compliznce, f any
jnccaunta} - M5, RM, and Compliance will snsure the sscalations will bs followsd up by
- Price chiriges an N0 board TD 7/11 Nov and 20 Dec all can be justified) respective taam (Dealer/Sales Teader/Technotogy taam]
- Action Plan: X/A
[~ Verbal complaunts from clients. T
- Written forma! complaints from chisnta: Sl
|- Negativa news beng published by local modin:
- Reseach ceport that was released by Global Emerging Masiet Equity Besearch that double dewngraded Indonesa Equity from
|verweight to Underweight has invoked negative responses from Indenesia Mintstry of Fnance
- fmpact: & business partnerabip aa. s payment bank (hank peraspsil, primary desler of Govsrmment Bonds (SUN), sustion - G and Settsmont toam will snsure sscalasion to R/ Complisncs if thers is
- . |mamber of Gorernment Syariah Bands (Fulruizl, and joint iead undereriter of gintal boods whers JPMS] BAS n smpsriant fls in e camplaint te be raied by client verbally and/ or formally
[Reputation the underwriting proce ss hind beer revoked Thers was no impact o JPMSI's Business hoenses, but the Firt kesps montoring any | (3} |- Comphiance wll follew up with respective LOB &nd afvise follow up actions
tential rak: clasel - 1EC will ensuse any complaint is reported to QUK thiy basis
|- Comptainta/nagative nsws handling/follew up setion:
The wssue has besrt handed properis by local mais eatity (SCG and Country Risk Officer] ard segiaal commuaication LOB
|Detauls of the matter had been commupicated all
| g [Intragroup |+ tatrasgroup nostro balance: USD 16 mm
|- Credit line amount and wilization: IDF 160 . il uslization
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“rom: Efendi, Johan
fo: (® Wulandari, Retno X
Cc
Subject: RE: KRI - Dec 2016
Hi Bu Retno,

Please find the KRI for Dec

Risk Stripe No Indicator (Issues/Updates) Details (or Nil/NA)

1 | Succession Plan N/A

2 | Training N/A

3 | License N/A

4 | Capacity N/A

S | Human Error N/A

6 | Fraud N/A

7 | Sending order to JATS N/A

There’s a network flapping between Indonesia and

Operational Singapore. P1S3 - 161220000929 - Local Indonesia
Risk 8 | Network traders are seeing delay in the releases reflecting

in NEO

9 | System Access

N/A

10 | Manual intervention

N/A

11 | Projects updates

WRM for CIRT Created
Completed-PWC RFI already submitted
Completed-Hash Check already sent to Exchange

12 | Other main systems issues (network/access/manual intervention issues, etc.)

N/A

Thanks

Regards,
Johan Efendi

From: Wulandari, Retno X

Sent: Monday, January 02, 2017 11:00 AM
To: Efendi, Johan

Subject: KRI - Dec 2016

HiJohan,

Appreciate if you can provide data as listed below for KRI Dec 2016.

Risk Stripe Indicator (Issues/Updates) Details (or Nil/NA)
1 | Succession Plan N/A
2 | Training N/A
3 | License N/A
4 | Capacity N/A
S | Human Error N/A
6 | Fraud N/A
7 | Sending order to JATS N/A
Thara's a o o] s Tod and

new
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Subject: RE: KRI - Dec 2016
Hi Bu

Please find the KRI for Dec
-

Rimk & Indicator [lesues/Upda
1 | Buccesmon Plan N/A
2 | Training HiA
3. | License HiA
4 | Caparity N/A
% | Human Error H/A
& | Fraud NiA
7 | Sending onder to JATS N/A

There's & network fappeng between Indonena and

COperational | — Singapore PIS3 - 161220000529 - Local Indonesia
Risk traders are seeing delay in the releanes reflecting
wn NEQ
5 | System Access N/A
10 | Manual intervention WA
WERAM for CIRT Created
11 | Projects updates Completed-PWC RFI slready submitted
Completed-Hash Check already sent to Exchange
12 | Other main systems issues {network/access)/ manual intervention isgues, atc.| HJA
Thanks
Regards,
From: '
Sent: Monday, Yanuary 02, 2017 11:00 AM
To:

Subject: KR - Dec 2016

Hi Johan,

Appreciate f you can provide data as listed below for KRI Dec 2016,

Risk Siripe  No Indicator (Issues/Updates) Details {or Nil/NA)
1 | Succession Flan NJA
2 | Trauning NIA
3 | License NiA
4 | Capacity H/A
3 | Human Efror H/A
6 | Fraud H/A
T Senmn& arder to JATS NiA
Than'ss natonde Sanoos hatman ndonses s snd

28. Appendix VI — Semi-annual Risk Profile Reportand E =~ mail

Approval

PENILAIAN FAKTOR PROFIL RISIKO RISK PROFILE FACTOR ASSESSMENT
NAMA PT J.P Morgan Secuiies Indonesia NAME PT J P Morgan Securites Indonesia
POSISI 30-December-2016 POSITION 30.December-2016
Penilaian per Posisi Penilaian by Position Previous
Peringkat Peringkat o o
Profil Risiko Peringkat Kualitas | Peringkat Profil Peringkat Kualitas | Peringkat Profil RiskProfile ||\ @ ik Rati Quality of RSk sk profles [ — Quality of Risk| sk profiles
Risiko Inheren | Manajemen Risiko Risiko Inheren | Manajemen Risiko ahorent Riak Rating [ Managemont | Bearorying! Chons ting | Menogement Ranking
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Analisa

Analysis

Secara umum, peringkat Profil Risiko Perusahaan untuk semester 2 tahun 2016berada di level 1 (Sangat Rendah). Hal tersebut
dikarenakan inherent risk yang rendah dan kualitas Manajemen Risiko yang memadai di hampir semua jenis risiko.

Perusahaan memiliki visi menjadi Perusahaan Efek terdepan dan 3 besar Invesment Bank yang berkelanjutan di Indonesia, serta memiliki
‘misi untuk mempromosikan Pasar Modal Indonesia ke kancah global melalui penelitian dan konferensi, dan mengembangkan bisnis
Perantara Pedagang Efek di Indonesia.

Untuk mencapai visi dan misi tersebut, Perusahaan memutuskan untuk beroperasi dengan tingkat risiko yang rendah, dengan menetapkan
risk appetite terendah pada Risiko Strategis dan Risiko Reputasi melalui pemilihan jasa pelayanan yang terbatas pada Perantara
Pedagang Efek di Bursa Efek Indonesia dengan penyelesaian secara DVP (Delivery Versus Payment), termasuk kegiatan Advisory, MSA
(Merger and Acquisition), ECM (Equity Capital Market), dan DCM (Debt Capital Market), dan hanya menerima nasabah institusi dengan
latar belakang yang solid serta rekam jejak reputasi yang jelas dan bersih

Peringkat inherent risk untuk Risiko Operasional dan Risiko Kepatuhan menjadi Sangat Rendah di semester 2 tahun 2016 dikarenakan
hasil penilaian Brokerage Office System (BOFIS) per 10 Agustus 2016 dinyatakan memuaskan oleh Bursa Efek Indonesia (BEI) dengan

- pengecualian 6 temuan untuk diklarifikasi termasuk hash code yang harus segera dikirimkan ke BEI. PT J.P. Morgan Sekuritas Indonesia
(JPMSI) telah memberikan Kiarifikasi dan bukti atas 6 temuan tersebut, dan pada 20 Oktober 2016, BEI menyatakan bahwa JPMSI telah
memenuhi standardisasi BOFIS, demikian pula hash code telah dikiimkan kepada BEI pada 29 Desember 2016.

Risiko Reputasi memiliki peringkat inherent risk yang lebih tinggi di semester 2 tahun 2016, dikarenakan terdapat satu kejadian Risiko
Reputasi dimana laporan riset yang diterbitkan oleh Global Emerging Market Equity Research yang menurunkan peringkat pasar ekuitas
Indonesia secara ganda dari ovenweight ke undenweight telah menarik reaksi negatif dari Kementerian Keuangan Indonesia. Selanjutnya

- empat kerjasama bisnis dengan Entitas Utama sebagai bank persepsi, dealer utama Surat Utang Negara (SUN), peserta lelang Surat
Utang Syariah Negara (Sukuk), dan joint lead undenwriter untuk menerbitkan global bond dimana JPMSI memiliki peranan penting dalam
proses penjaminan tersebut dibatalkan. Tidak ada pengaruh pada ijin usaha JPMSI, akan tetapi Perusahaan tetap mengawasi segala
potensi risiko secara ketat

Berdasarkan analisa yang dilakukan Perusahaan, tidak terdapat eksposur yang material terhadap jenis risiko lainnya. Hal tersebut
* dikarenakan strategi bisnis dan karakteristik Perusahaan sebagai berikut:

Poduk yang terbatas pada Perantara Pedagang Efek termasuk kegiatan Advisory, M&A (Merger and Acquisition ), ECM (Equity Capital
" Market), dan DCM (Debt Capital Market);
- Jenis nasabah institusi dengan latar belakang yang solid serta rekam jejak reputasi yang jelas dan bersih;
- Penyelesaian transaksi saham secara DVP (Delivery Versus Payment);

Kepemilikan aset likuid berkualitas tinggi yang merupakan sumber utama penyelesaian transaksi, serta akses yang memadai pada
* sumber pendanaan dari Entitas Utama dan beberapa bank dalam neger lainnya;

- Perusahaan merupakan bagian dari organisasi JPMorgan yang memiliki brand yang solid secara global

In general, Firm's risk profile for H2/2016 was at level 1 (Very Low-risk) driven by low inherent risk and a satisfactory risk management quality
for almost all of the risk stripes.

The Firm has a vision to be a leading secuities house and be in a top 3 sustainable investment bank in Indonesia, and has a mission to
promote Indonesian capital market to the global arena through research and conferences, and to develop securities brokerage business in
Indonesia

In order to accomplish the vision and mission, the Firm decided to operate at low level of risk, by setting lowest risk appetite to Strategic and
Reputation risk through the choices of senices that are limited to Securities Brokerage on IDX with DVP (Delivery Versus Payment)
settlement, including Advisory, M&A (Merger and Acquisition), ECM (Equity Capital Market), and DCM (Debt Capital Market), and onboarding
only institutional clients with a solid background, also a clear and clean reputation track record.

The inherent risk level of Operational Risk and Compliance Risk became Very Low in H2/2016 due Indonesia Stock Exchange (IDX) has
marked us as satisfied with Brokerage Office System (BOFIS) assessment as per 10 August 2016 with exception of six findings for
clarification including hash code that has to be submitted to IDX. JPMSI has provided clarification and evidences on those 6 findings, and on
20 October 2016, IDX stated that we have fulfilled the BOFIS standardization, and the hash code has been submitted to IDX on 29 December
2016.

Inherent risk level of Reputation Risk was rated higher in H2/2016, because there was one Reputation Risk event where research report that
was released by Global Emerging Market Equity Research that double downgraded Indonesia equity from overweight to underweight has
invoked a negative response from Indonesia Ministry of Finance. Furthermore, 4 business partnership as tax payment bank (bank persepsi),
primary dealer of Govemment Bonds (SUN), auction member of Government Syariah Bonds (Sukuk), and joint lead underwiter of global
bonds where JPMSI has an important role in the undewriting process had been revoked. There was no impact to JPMSI's business licenses,
but the Firm keeps monitoring any potential risk closely.

Based on the analysis performed by the Firm, there is no material exposure on other risk stripes. It is driven by following business strategies
and the Firm's characteristics:

Products are limited to securities brokerage including Advisory actiies, M&A (Merger and Acqisition), ECM (Equity Capital Market), and

" DCM (Debt Capital Market) activities;

Institutional type of client with a solid background, also a clear and clean reputation track record;

- DVP (Delivery Versus Payment) trade settlement;

The ownership of high-quaity liquid asset as main source of trade settlement, and an adequate access to some sources of funds from main

" entity and other local banks;

- The Firm is part of JPMorgan organization that has a solid brand globally.
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Confirm Retno, thank you

Imeida Saerang | Head of Equity Distribution - Indonesia | J.P. Morgan | The Energy Building 6/ SCBD Lot 11A, JI. Jend. Sudirman Kav 52-53, Jakarta 12190, Indonesia | T: +62 21 52918451 | imelda saerana@ipmorgan com | jpmorgan com

Alternate contact: Arya Darmawan | T: 462 21 5291 8452 | arya darmawan@ipmorgan com

From: Wulandari, Retno X

Sent: Friday, January 13, 2017 11:11 AM

To: X, Edmond X; Saerang, Imelda

Subject: Risk Profile Report H2/2016 (Market Risk, Strategic Risk, Reputation Risk)
Importance: High

HiEdmond and Imelda,

I have finalized the Risk Profile Report for H2/2016 for Market Risk, Strategic Risk, and Reputation Risk based on our discussion this week and further review.

1 would appreciate if you could provide your signoff by end of day today at the latest.

Kindly advise if you have any questions on the details or other concern.

Thanks & Reds.
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