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ANTICIPATING THE EMERGENCE OF DIGITAL BANKS:
OJK’S RECENT RELEVANT REGULATIONS
The Covid-19 pandemic sweeping across the globe has rapidly catalysed digital
transformation in the 21st century. Lockdowns, isolations, and curfews, as measures
taken by the government to stop the spread of the virus, have brought drastic
changes to traditional ways of living. In an attempt to stay relevant, industries are
forced to adjust their business practices, enabling them to be accessed in a remote
way.
Bank industry is one of industries which continue to further integrate its business
into digital ecosystem, resulting in the emergence of digital banks. Currently, there
are five digital banks in Indonesia, which existed before the rise of the Covid-19
pandemic. Unsurprisingly, seven more banks are lining up to go digital.1
In a race to cope with the rapid change, the government continuously issues
regulations to accommodate them. In particular, to the recent development of the
banking sector, on 30 July 2021 the Financial Services Authority (Otoritas Jasa
Keuangan – “OJK”) issued OJK Regulation No. 12/POJK.03/2021 on Commercial
Bank (“OJK Reg 12”) and OJK Regulation No. 13/POJK.03/2021 on the
Administration of Commercial Bank Activities (“OJK Reg 13”), which have been
came into force as of 30 October 2021. This article seeks to provide an overview of
the provision contained in both OJK Regulations related to digital banks.
Digital Bank under OJK Reg 12
The promulgation of OJK Reg 12 accommodates the business model and supporting
infrastructure of digital banks. Nonetheless, digital banks remain, from an
institutional perspective, a commercial bank. As such, it shall observe the
requirements of a commercial bank.
Whilst commercial banks may also provide digital services (i.e. banking application
through mobile phone, video banking, fingerprint scanner, etc.), they are not
necessarily digital banks. OJK Reg 12 specifically defines digital bank as a bank that
provides and carries out banking business activities primarily through
electronic channels with no physical office other than the head office or
limited physical office.2 It sets out that a digital bank shall be in the form of an
Indonesian legal entity bank (bank berbadan hukum Indonesia – “BHI Bank”).3

1

OJK Reveals a List of 7 Banks Planning to Transform into Digital Banks, CNBC Indonesia, accessible
through
https://www.cnbcindonesia.com/market/20210610143513-17-252113/simak-ojk-ungkapdaftar-7-bank-mau-jadi-bank-digital
2
Article 1 number 22 of the OJK Reg 12.
3
Branch office and representative office are not entitled to perform as digital bank in Indonesia.
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Establishment of Digital Bank
Digital banks can either be in a form of a:
(i) Newly established digital bank; or
(ii) Commercial bank transformed to a digital bank.
As regards the establishment requirements, OJK Reg 12 governs the maximum
foreign ownership, minimum paid-up capital and the necessary licenses of banks.
For reference, we provide below summary of the key requirements between
commercial bank and digital bank:
Requirements

Commercial Bank

Digital Bank

99% (ninety-nine percent),
with maximum share ownership for each
of the following category of:

Maximum Foreign
Ownership

- Legal entities of bank financial
institution
and
non-bank
financial institution

40%
(forty percent)

- Legal entity of non-financial
institution

30%
(thirty percent)

- Individual

20%
(twenty percent)

IDR 10,000,000,000 (ten trillion Indonesian rupiah)
shall be deposited at least:
Minimum Paid-Up
Capital

shall be deposited at least:

-

40% (forty percent)
to obtain In-Principle
Approval; and

-

30% (thirty percent)
to obtain In-Principle
Approval; and

-

100% (one hundred
percent) to obtain
the Business License.

-

100% (one hundred
percent) to obtain the
Business License.

In-Principle Approval (Persetujuan Prinsip)

Licenses



Approval to conduct the establishment preparation of
a BHI Bank.



Valid for 6 (six) months (or as approved by OJK under
certain circumstances). During this period, an
application for the Business License shall be carried
out, otherwise the In-Principle Approval shall be
invalid.
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Business License (Izin Usaha)


License to conduct BHI Bank’s business activities,
which shall be applied after obtaining the In-Principle
Approval.



Upon obtainment of the Business License, BHI Bank
shall carry out its business activities within 60 (sixty)
business days. Failure of which will result in invalidity
of both Business License and the In-Principle
Approval.

Operation of Digital Banks
In connection with the operation as digital bank, OJK Reg 12 requires it to fulfil the
following obligations:4
a.
b.
c.
d.
e.
f.

manage a business model which utilizes innovative and secure technology in
serving the customer’s needs;
have the ability to implement a prudent and sustainable digital banking
business model;
have adequate risk management, as required by OJK;
comply with governance aspects, as required by OJK;
provide secure data protection for the customers; and
provide efforts in developing the digital financial ecosystem and/or financial
inclusion.

These obligations shall be closely observed during operation as a digital bank.
Further, in respect to the operation of a digital bank, OJK Reg 12 recognises the
concept of Banking Synergy for efficiency and optimisation of resources through
support and providing added value in the implementation of relevant business
activities, services, and operations. Banking Synergy, which can be done by either
BHI Bank or sharia bank, is conducted through cooperation with banks that are
members of the bank business group (the controller shall be the bank) or with nonbank financial institution as the subsidiary.
Bank Products
Constructed from the same spirit as OJK Reg 12, OJK Reg 13 was enacted to
further protect the interest of customers to match speedy development by
specifically governing bank product (defined as business activities carried out

4

Article 24 of the OJK Reg 12.
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by banks in providing products or services for the customers5), which
consists of two types with different procedure for its implementation, as follows:
Basic Bank Product
The activities of:

Types

- fund
collection
(giro,
deposit, etc.);
- fund distribution (credit,
guarantee, etc.); and/or
- other
basic
activities
(bank notes, electronic
money, etc.).

Submit RPPB(*) to the OJK

Implementation of New
Basic Bank Product

Procedure of
New Product
Implementation

Submit realisation report
to the OJK

(*)
RPPB:
Bank
Product
Implementation Plan (Rencana
Penyelenggaraan Produk Bank)

Advanced Bank Product
Bank Product which:
-

is IT-based;
is related to products of
financial service institutions
other than banks;
approval
or
requires
licensing
from
other
authorities; and/or
is complex in nature.
Submit RPPB to the OJK

Bank conduct pilot review
(as applicable)

Submit license application
to the OJK

Implementation of New
Advanced Bank Product

Submit realisation report to
the OJK

Closing Remarks
Materially, according to OJK Reg 12, a digital bank is nonetheless viewed as a
commercial bank. There are only some differing requirements associated with a
digital bank since it does not have a specific regulatory framework (i.e. it follows
the commercial bank regulations). However, it shall be applauded that the
government, as the policy maker, took part in the digitalization momentum by
acknowledging digital banks.

5

Article 1 paragraph (2) of the OJK Reg 13.
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