ANNUAL REPORT 2001

BIX

BANK INTERNASIONAL INDONESIA



FINANCIAL,

(In Millions of Rupiah, except for Selected Data)

FOR THE YEAR

Interest Income

Net Interest Income

Net Income Before Taxes

Net Income

AT THE END OF THE YEAR
Loans (Gross)

Earnings Assets

Total Deposits

Borrowings

Shareholder’s Equity

Total Assets

Outstanding Shares (number of shares)

AVERAGE BALANCE
Loans (Gross)
Earnings Assets

Total Deposits
Borrowings
Shareholder’s Equity
Total Assets

Outstanding Shares (number of shares)

FINANCIAL RATIOS (%)

Capital Adequacy Ratio

Return on Average Assets

Return on Average Equity

Net Interest Margin

Non-Performing Loans to Total Loans

Loans to Deposit Ratio

PER SHARE (Rp)
Net Income (Loss)

Shareholder’s Equity

Ighlights

2001

3,332,320
39,882

(3,328,347)

(4,130,540)

8,916,736
27,370,488
24,991,268

3,974,025
(2,199,110)

30,754,397

92,793,462,307

13,955,384
30,216,195
26,793,290
4,059,464
69,765
34,040,211
92,793,462,307

(47.47)

(9.73)

(3,790.78)
0.32
61.88
34.94

2000

3,537,524
687,052
381,333
267,487

18,994,031
33,061,902
28,595,312
4,144,903
2,338,640
37,326,024
92,793,462,307

15,399,488
33,723,914
27,348,189

4,623,611
2,137,387
38,755,632
92,793,411,376

7.57
0.91
39.22
2.19
22.34
65.58
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Change (%)

(5.80)
(94.20)
(972.82)
(1,644.20)

(53.06)
(17.21)
(12.60)
@.12)
(194.03)
(17.61)
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SHARE

Highlights

SHARE PRICE (in Rupiah) 2001 2000
Highest Lowest Highest Lowest

First Quarter 40 20 140 100
Second Quarter 30 20 125 75
Third Quarter 35 20 85 60
Fourth Quarter 30 20 70 40
SHARE PERFORMANCE (in Rupiah) 2001 2000
Highest Price 40 140
Lowest Price 20 40
Year End Price 25 40
Earnings Per Share (45) 3
Dividend Payout Ratio - -
SHAREHOLDERS (as per 31 December 2001)
Shares/Shareholders

Shares Amount Percentage
Series A Shares (Nominal Rp. 500,-)
Eka Tjipta Widjaja Family 32,000 0.0000
Indonesian Central Securities Depositories 3,797,685,365 4.0926
Asuransi Sinar Mas 50,000 0.0001
Sinar Mas Multiartha Tbk 6,744,226 0.0073
Public 761,950,716 0.0829
Total Shares Series A 3,881,462,307 4.1829
Series B Shares (Nominal Rp. 125,-)
Eka Tjipta Widjaja 1,204,105,172 1.3000
Indonesian Central Securities Depositories 34,838,985,084 37.5447
Asuransi Sinar Mas 150,000 0.0002
Sinar Mas Multiartha Tbk - 0.0000
Public 273,244,304 0.2945
Total Shares Series B 36,316,484,560 39.1369
Shares Series C (Nominal Rp. 125,-)
Indonesian Bank Restructuring Agency (IBRA) 52,595,515,440 56.6802
Total Shares Series C 52,595,515,440 56.6802
Total Shares (A, B, C) 92,793,462,307 100



02.01

Signing of a settlement
agreement for Sinar Mas Group
(SMG) loan restructuring by BII,
IBRA and SMG.

Bll received

government

guarantee for the

repayment of SMG

loans and

collateralised

04 01 government bonds

for the Settlement

of interbank

7 Major

EVENT

06.01

Divestment of
ownership in
PT Fuji Bank
International

Indonesia.

1. Divestment of ownership in
Bank International Ningbo

2. Announcement of Bl
acquisition by Bank Mandiri

0701 July 2nd

3. Designated as a Bank

Under Restructuring,
July 13th.

1. SMG Loans
transferred to IBRA
2. Bll received
Hedge Bonds and
GovernmentBonds
3. Government
announced on
November 22nd

1 1 01 BIl will be a stand

alone bank.

Bank Internasional Indonesia 3




Bank Internasional Indonesia 4

Important

ISSUES

PT Bank Internasional Indonesia Tbk. (BIl) went through a difficult year in 2001. A substantial
loan provisioning expense, including full provisioning on approximately Rp 1.1 trillion of
outstanding interbank claims and loan provisioning of Rp 1.9 trillion contributed significantly to
a loss of Rp 4.1 trillion for the Bank in year 2001.

However, certain important developments which unfolded subsequently to year-end 2001,
could represent the start of a real recovery process for Bll. The followings are some of the key

developments.

Disassociation with the Sinar Mas Group

Akey and central requirement of the government of Indonesia in the rescue of Bank Internasional
Indonesia has been met. As a follow up to the transfer of bad debts of the Sinar Mas Group from
Bl to the Indonesian Bank Restructuring Agency (IBRA), the family of Eka Tjipta Widjaja as the
founding shareholders of the Bank were required to hand in all of their shareholding rights in the
Bank to IBRA. These transfers effectively ended any association between Bank Internasional

Indonesia and its previous owners or the Sinar Mas Group.

Transfer of Founder Shares

On 17 April 2002, the Eka Tjipta Widjaja Family signed the agreement to transfer all of the
family’s remaining holdings in Bank Internasional Indonesia, held by the Sinar Mas Group (SMG),
to IBRA. The transfer of shares is part of the continuing programme to restructure Bll and the
settlement of obligations of SMG to IBRA. With the transfer of these shares, the government’s
(IBRA's) ownership in the Bank increased from 56.68% to 73.42%, while that of the Sinar Mas
Group decreased from 16.74% to zero percent, with the remaining 26.58% still held by the

public.

Rights Issue
Subsequent to the disassociation of Bank Internasional Indonesia from the Sinar Mas Group, a
rights issue by the Bank has been deemed to be the most feasible means to effect a recovery of
the Bank. The rights issue, the fourth to be undertaken by the Bank, will provide up to
Rp 4.8 trillion in fresh capital towards restoring the Bank’s equity as well as capital adequacy
ratio to statutory requirement.

This rights issue is expected to take place in June 2002, with the government of Indonesia,

upon the approval of the House of Representatives, acting as the standby buyer.



Going Forward

Bank Internasional Indonesia remains one of largest banks in Indonesia. With more than two
million customers, more than 250 branch offices, its own network of 600 unit ATMs, the second
largest card business and the leading electronic banking network in the country, Bll has the
infrastructure and network to serve as a key financial intermediary of the Indonesian banking
sector.

The reason why it has not been able to fulfill this potential so far, in spite of all of the
above, lies in (i) the debt overhang of the Sinar Mas Group which had remained in Bll's book
throughout its first recapitalisation, (ii) the issue of unsettled interbank claims which had
persisted to year end 2001 despite repeated efforts by the government to settle these claims,
(iii) as a result of the latter of which Bll incurred massive provisioning expenses on the above
two assets,

The operating loss stemmed from the high interest rates which apply on its third-party
funds, primarily to maintain its liquidity in the face of increasing withdrawals from the bad
publicity surrounding the Bank’s uncertain fate in 2001. Following the full-amount transfer of the
Sinar Mas Group credit to IBRA in November 2001 and subsequent announcement that Bll will
remain as a stand-alone bank, public confidence in the Bank had returned to effect an increase
of third-party funds. However, this was too late to avoid the operating loss in the year 2001. In
any case, by the first quarter of 2002, Bll was operating under normal interest rate that it expects
to return to operating profitability within the year. A full recovery is also expected by 2002 with

the completion of the Bank’s rights issue in June 2002.

Good Corporate Governance

As one of the recapitalised banks under the bank restructuring programme, Bank Internasional
Indonesia participated in the good corporate governance policy development and
implementation programme of IBRA under the guidance of PriceWaterhouseCoopers in 2001.
While the Bank was able to submit its draft on the policy of good corporate governance, the
unfolding events of 2001 did not leave much room for Management to focus on any other issues
besides the effort to stem the crisis facing the Bank during the year. It must also be noted that
Bll underwent two management changes in 2001 alone.

What has been achieved in good corporate governance during the year is presented in
the following Letter to Shareholders from the Supervisory Team that was appointed in
December 2001 to oversee the continuing restructuring of Bll. Obviously, once the new Bank
Internasional Indonesia sets off with a restructured balance sheet and a newly appointed
management following its rights issue, it will look upon good corporate governance as a key

aspect to safeguard the interests of stakeholders in the Bank.
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BII

IN 200T1I

Restructuring and Special Asset Management

Treasury & Funding Activities

Commercial & Consumer Banking

Multi-channel Deliveries

Future Prospects

Social Responsibilities

On behalf of Bank Internasional Indonesia, we would like to take this opportunity to
express our utmost gratitude and appreciation to the general public, the House of
Representatives of the Republic of Indonesia, the government of Indonesia, the
Indonesian Bank Restructuring Agency, and all those who gave their support and
trust to the continuity and integrity of the Bank.

Bank Internasional Indonesia faced a difficult year in 2001, in which the Bank
incurred a loss of Rp 4.1 trillion as opposed to a net profit of Rp 267.5 billion in 2000.

At the start of the year, Bl suffered from the negative publicity in connection
with its considerable debt exposure to the Sinar Mas Group (SMG). This eroded the
trust of some of our customers, resulting in significant withdrawals of their accounts
with BIl. To shore up our liquidity, we were forced to increase our deposit rates to the
prime rate level under the deposit guarantee scheme of the Central Bank. In addition,
we had to borrow on the interbank market at steep market rates.

Our provisioning expenses in the mean time grew from Rp 26.3 billion in
2000 to Rp 3.0 trillion in 2001, as a result of a conservative provisioning policy which
included the Rp 1.1 trillion provisioning for unsettled interbank claims of the same
amount, and another Rp 1.9 trillion provisioning for loan losses, both of which
accounted for most of our loss during the year.

The loss reflected directly on the Bank’s capital adequacy ratio of minus 47.41%
as at year-end 2001; a figure made worse by the ruling of Bank Indonesia to exclude
deferred tax - of which Bll had approximately Rp 0.8 trillion in fiscal year 2001 - from
the amount of assets in the computation of CAR.

That is why we look upon the fourth rights issue of Bank Internasional Indonesia
as our only recourse to recovery. With a restructured balance sheet and returning
public confidence, we can expect a significant decrease in both our provisioning and
funding expenses, whilst generating sufficient revenues from our considerable banking
operations to return to profitability. The following report highlights some of the

achievements of these operations in 2001.

}
AN

RUSLI PRAKARSA
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RESTRUCTURING and

speclal asset management

Restructured Balance Sheet

Capital Adequacy

Improving Credit Quality

With the support of our new shareholders, we hope to be able to restructure

our balance sheet in order to gain a new platform of growth for a new
Bank Internasional Indonesia that is no longer associated in any way
to the Sinar Mas Group. In 2001, the exchange of approximately
US$ 1.06 billion and Rp 1.8 trillion of bad debts with Rp 14.4
trillion of government recycled and hedged bonds, immediately

relieved the Bank of a significant provisioning requirement that

could easily eat up profits in 2002.



Through our rights issue in June 2002, we hope that shareholders
of the Bank would be willing to inject Rp 4.8 trillion in fresh capital

that would restore positive equity for the Bank. More importantly, a

restored equity by a sum larger than the loss incurred by the Bank in
2001, would lead to capital adequacy ratio of more than 8% as required

by Bank Indonesia.

Aside from the balance sheet restructuring, Bll continued to pursue special asset

management and loan asset workouts throughout 2001. Despite strenuous efforts

on the part of the Bank, the nonperforming loans (NPL) ratio to total loans increased

from 22.34% in 2000 to 61.88% in 2001. However, throughout 2001, BIl was able to

restructure loan assets amounting to Rp 13,645 billion (including the Rp 9,817 billion loans of

the Sinar Mas Group), resulting in loans settlement of Rp 114.6 billion, deferred loan interest payment

and collection of written-off loans of Rp 547.7 billion, and proceeds from foreclosed assets and litigation

of Rp 22.5 billion. Assets divestment also forms a key part of our continuing restructuring which, in 2001, included

the divestment of Bll's wholly-owned stakes in Bank International Ningbo of China. The divestment produced a net cash
proceed of USD 76.3 million, bringing the total amount of proceeds from

divestiture to Rp 137.5 billion and USD 76.3 million since BII

began the programme in 2000.
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EASURY and

funding activities

Liquidity Management

Treasury Funding

Fee-based Transactions

Liquidity management became an important issue for Bank Internasional Indonesia
in 2001 as eroding public confidence resulted in a decline in the amount of

third-party deposits, from Rp 28.6 trillion in 2000 to approximately

Rp 25.0 trillion by year-end 2001. Moreover, Bll had to meet a repayment
of USD 75 million under the Exchange Offer Program of the Central
Bank which was fulfilled in August 2001. A natural consequence of

the erosion of third-party funds during the year was the need to

arrest further erosion by applying higher interest rates on our
deposit funds, which had to be raised from 14.5% in the first

quarter to 15.6%, 16.7% and 17.6% in the second, third and

fourth quarters, respectively. The last figure represents the



highest possible interest rate for bank deposits to qualify for the
Bank Indonesia deposit guarantee scheme. Our defensive interest

rate hikes stanched the outflows of third-party funds in the third quarter,

when total deposits began to increase gradually from a year low of

Rp 24.1 trillion to Rp 24.7 trillion at the end of year.

Aside from interest rate strategy, Bll undertook best effort to generate revenues

outside of core lending activities aimed at bolstering the Bank’s liquidity. They

comprise mainly of capital markets, treasury and fee-based transactional banking
activities. In 2001, Bll's capital markets division generated more than Rp 122.2 billion

in portfolio income on its interest earning securities, and an additional Rp 21.7 billion in

fee-based income. Also, Bll posted Rp 171.8 billion in fees from foreign exchange transactions.

Fee-based transactional banking services is also a key aspect of the Bank’s liquidity management, which in

2001 generated more than Rp 536.3 billion in fee income, compared to Rp 589.7 billion in 2000. Despite the
decline, BIl will continue to pursue growing fee-based income through the aggressive marketing of our lucrative card
franchise, trade finance, cash remittances and foreign exchange transactions,

supported by Bll's extensive electronic banking platform

— : which, since 2000, has included Internet banking,

phone banking and others.
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Commercial and Consumer Lending

New Product and Service Development

Card Service

Bank Internasional Indonesia continues to undertake innovative product
development and service improvement, relying increasingly on our advanced

electronic banking platform to gain a competitive edge in both the consumer

and commercial banking markets. By focusing on these two market
segments for our core lending, Bll gradually reduces its credit exposure
to the corporate banking sector. In 2001, Bll disbursed a total of

Rp 1,160 billion in consumer credit lines which include car, housing,
consumer purchase and credit card loans. Whereas in commercial
lending, Bll mainly relied on two-step loan programmes involving
international development funds and banks such as the Asian
Development Bank, Overseas Economic Cooperative Fund

and Export-Import Bank of Japan, and Kreditanstalt fur

Wiederaufbau of Germany. There were altogether seven TSL



programmes undertaken by Bll in 2001, amounting Rp 59.7 billion
and US$ 7.5 million, ranging from loans to finance waste treatment

facilities to investment and working capital loans for small and medium

enterprises, all of whom benefited from the soft nature of TSLs which

offer lower interest rates than prevailing commercial rates.

What was significant for both consumer and commercial banking in 2001,

however, was the level of service which Bll was able to provide as a result of

our continuing technology banking revolution. For instance, our customers

enjoyed major feature enhancements to our Internet banking which facilitates

greater ease in their transactions. We developed our card products using high-

resolution imaging which greatly opened the prospect for co-branding between Bll and

aspiring partners. We enhanced the security of our EFTPOS (Electronic Fund Transfer Point

of Sale) payment gateways by optimising the CVV (Card Verification Value) and CVC (Card
Verification Code) functions in our credit cards, protecting the interests of both our cardholders and
merchants numbering in the hundreds of thousands. There were other service enhancement features

designed to facilitate greater convenience in bills payment, cash management and banking inquiries.

In the card business, where Bll is the second largest credit and debit card issuer in the country with over

383,000 cardholders at year-end 2001, we constantly strive to

increase the service and benefits related to the use of
any Bll card. Attractive rewards, special offers
and linkages with prestigious partners
and leading services continue to
both increase the use of,
and attract new
applicants for, the

Bll cards.
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MULTI-CHANNEL

deliveries

Branch Network

Electronic Banking

ATM Services

Payment Gateways

With more than 250 branch offices, Bank Internasional Indonesia is directly in
touch with millions of customers throughout Indonesia. It also has one of the

most extensive banking networks in the country based on an advanced

electronic banking platform that provides one of the most comprehensive
multi-channel banking deliveries in the country. A full range of banking
delivery services that is available round-the-clock and year-round by
electronic means, comprising Internet banking, CoOL (Corporate
Online) Banking for cash management services via personal
computer terminals, automated teller machines, phone banking,

and EFTPOS for electronic funds transfer at point-of-sales.

Bll is the pioneer of Internet banking in Indonesia with

registered customers exceeding 100,000 at year-end 2001.



Services include account application, balance inquiry, funds transfer,

bank drafts and bills payment.

In CoOL Banking, companies have online access to Bll’s account
database, enabling them to do their banking transactions from computer
terminals in their respective offices. The service obviously saves cost and
time, provides real-time cash flows management, and offers a wide range

of banking features from basic banking transactions to foreign exchange
positioning to money market information and detailed account reporting. As of

year-end 2001, there were 17 companies that are linked to the CoOL Banking.

When customers are on the move, they have access to SuperKasa, one of the largest

ATM networks in the country with over 2.800 unit ATMs throughout Indonesia offering cash

withdrawals via the Alto, Visa, Visa Electron, Mastercard, Plus, Cirrus, Maestro and AMEX platforms;

and to SuperCall, a comprehensive phone banking service of Bll that offers customers local phone

access in six major cities: Jakarta, Denpasar, Bandung, Yogyakarta, Surabaya and Medan. Our ATMs are

used for no less than 30 types of bills payment as well as for the purchases of mutual funds, phone vouchers and

other personal convenience products. While our phone banking service is used for funds transfer, six types of bill payments
and balance inquiry which includes the six most recent transactions. In 2001, there were

over 2 million Bll cardholders which relied on the BIl ATM,

engaging on average some 3.5 million ATM
transactions valued at roughly Rp 750 billion
monthly. Bll is also the largest
provider of EFTPOS terminals
used by over 4,800
merchants
nationwide in the

year 2001.
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Future

PROSPECTS

Human Resources

Technology

Since 2000, Bll has had a Collective Labour Agreement that clearly defines the
roles and responsibilities as well as the expectations of management, staff and
employees. As best as can be expected, it is a comprehensive document;

and one that aims to accommodate the aspirations of many, if not all.

But like any other collective endeavors among people and working
colleagues, it requires understanding, cooperation, a measure of give

and take, and most of all, teamwork. In this regard, Bll may have

some ways yet to go, although we are working hard to address

this need.

There is no doubt that changes in the past few years have left
indelible marks in the corporate mantle and psyche of BIl.

For many days over the past several years, and especially in




2001, our employees go to work feeling uncertain about the future
of their jobs. Until the government announcement of November

2001, no one knew quite exactly what was to become of Bll. And so,

pressured by uncertainties and disabilities, many of us may have
embraced a passive and fatalistic stance. A few even took such drastic

measures as participating in a worker's strike.

With the renewed support of the government, however, we hope to put all

those behind us quickly and permanently. What has truly kept us going

throughout those difficult times was, in retrospect, the technology that Bl possesses,

which more than anything else has enabled us to maintain a strong and highly visible
presence in the market. More importantly, it has enabled us not only to hold on to our
customer base, but in many cases actually expand our markets which clearly underline the

value of our banking franchises.

In foresight, we believe that technology will play an even more important part in the future of Bll. Indeed,
our technology is the very future of banking itself. It enables us to do millions of transactions in a matter of
seconds. It allows us to enter the market with innovative product development in a matter of days instead of months.

And it allows our customers to access Bll from anywhere, at anytime.

On the other hand, our people are ready and eager to

take up the challenge. To make Bank

Internasional Indonesia once again the

standard bearer and stalwart of

Indonesian banking that
promises growth and
attractive business

opportunities.
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Bl in the
COMMUNITY

“Untukmu Indonesia”, or literally, “For You, Indonesia”, became the theme of a BlI
Care programme in 2001, a series of charity, fund raising, scholarship and
environmental awareness programmes that took place between August 13 and
November 30 to commemorate Indonesia’s 56th Independence Day on
17 August 2001.

The aim of the programme was to revive a sense of pride and kinship towards
the unity of Indonesia, and to reflect upon the nation’s hard won independence, by
caring for and harnessing our combined resources for the good of the nation’s
economy, society and natural environment.

The programme kicked off with a grand exposition by Bll highlighting the
latest in advanced electronic banking capabilities, simultaneously launched in several
cities, with the main event taking place at Kota Wisata, Cibubur, a satellite town of
Jakarta, where more than 4,300 Bll employees gathered for the launch ceremony
and, afterwards, participated in leisurely walks and biking. Some Rp 400 million in
donations were collected from these employees that went into the national relief
funds for the natural disaster including the island of Nias.

Bl invited the general public to participate, by offering to donate Rp 5,000.-
for every approved application of the Superpundi or Superpundi Gold savings account,
as well as the Bll Visa or Bll Mastercard credit card throughout the duration of the
campaign.

More than Rp 454 million were raised through Untukmu Indonesia, and the
proceeds went to a scholarship programme for needy school children, to natural
disaster relief funds such as Nias, and to an environmental clean-up project undertaken
in cooperation with a leading private university, University of Trisakti, among several

other charities and donations.



