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The principles of Good Corporate Governance (GCG is an Integrated series
that must be applied consistently and conlinucusly at every step of the
Company by way of a management system based on the principles of
transparency, accountability, responsibility, and Independence in order to
provide equal protection to all stakeholders of the Company.

The Company's Board of Commissioners and the Board of Directors
believe that the practice of GCG s one way which distinguish the Company
among Its competitors and provide optimal return to the shareholders by way of
relationship management with other stakeholders.

The Scope of Duties

of the Board of Commissioners

The main duties of the Company's Board of Commisioners (BOC) are
ensuring the implementation of the Company's strategies, overseeing Lhe
management of the Company, and enforcing accountability. The main dutles
are described asfollows:

1. Evaluating and directing the Company's strategies, the guidelines of the
work plan,

e risk control policies, the annual budgets and business
plans; overseeing the implementation and performance of the Company;
and monitoring the usage of working capltal, investment and asset
management

2. Evaluating the remunation system of the Company's officials who hold
important position In operations, remunerating the members of the BOD,
and ensuring the nomination process ofthe BOD arefair and transparent.

3. Monitoring and overcoming the conflict of interest at the level of the
management, the BOD, and the BOC.

4. Overseeing the implementation of GCG program at the Company and its
changes whenever needed.

5 Supervising the process of fair and effectiveness communication within
the Company.

The total remuneration obtained by the Board of Comimissioners and the
Board of Directors of the Company/Entity in 2018 was IDR 4.459.049.123,-. The
remuneration was determined by the General Shareholders Meeting [GSM)

In 2018, the BOC held four Meetings of the Board of Commissioners to
discuss the report of the Directors regarding the Company's performance In
2017 the implementation of the GSM in 2017 the Company's performance in the
first semester of 2018, and the budgets and business plans in 2019. The
Meetings of the Board of Commissioners were attended by all members of the
BOC.

Currentlyin carrying out its duties, the BoC Is notform the Nomination and
Remuneration Commlttee since the functions and dutles of the Committee still
be implemented by the Board of Commissioners. This is because the function of
the nomination and remuneration for the scape of the Company's present still
possible.

The Scope of Duties of the Board of Directors
L

The Board of Directors of the Company consists of a President Director and
assisted by two Directors, together the three members hold full responsibility
concerning the effectiveness of the entire business activities of the Company.

The scope of duties and responsibilities of the President Director is
performing the function of coordination ameng the members of the BOD and
directing the activities of the Company management in order to comply with the
company policles and strategies that have been planned beforehand
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The Production and Commercial Director has a scope of main duties as follows:

® Being responsible for the establishment policies and strategies on the
fields of production and commercial.

Being responsible for the efficient course of entire production activities.

Being responsible for the target achievement of the quality objectives on

the fields of commercial and production

® Building good and mutual relationships with the customers and the
suppliers

® Creating a harmonious and conducive working atmaosphere

@ Monitoring the market development of the product, the raw materials, and
other supporting materials in order to support the implementation of the
strategies on the fields of commercial and production,

The Finance Director is in charge on the field of finance and andministration
with a scope of duties and responsibliities as follows:

® Eeing responsible for the formulation of the Company's policies on the
field of finance and accounting,

® Being responsible for the effective implementation of the Company's
internal control.

® Being responsible for the preparation of financial statements as well as the
fulfiltment of the Company's obligation on the fleld of taxation according to
applicable regulations.

® Being responsible for the management of the cash flow of the Company
and making cecisions on the field of Corporate finance

The remuneration for all members of the Board of Directors in 2018 was
determined by the Board of Commissioners based on the performance
appraisal of the Board of Directors, Infine with the achievement of the Work Plan
and Budget of the Company in 2017 The total remuneration obtained by the
Board of Commissioners and the Board of Directors of the Comipany in 2018 was
DR 4.459,049.123 - The implementation of the remuneration for all members of
the Board of Commissioners and the Board of Directors of the Company was
determined by the General Shareholders Meeting.

During 2018, the Board of Directors conducted twelve meetings of the
Board of Directors which are the manthly meetings that have been scheduled
on a regular hasis. All Meetings of the Board of Directors were attended by all
members of the BOD.

In order to improve the competence of its members, the Board of
Directors of the Company have atlends several seminars, scientific meetings,
and particular group discussions related (o the business actlivities of Lhe
Comipany.

2017 General Share Holders Meeting

The result of Annuat General Share Holders Meeting of PT Kedaung Indah Can
Thk, which was held on June 8th., 2017 is as follows,

® The Meeting has approved and accepted the Report of the Board of
Directors for the fiscal year ended December 31, 2016,

® The Meeting has approved the Balance Sheet and Income Statement for
the fiscal year ended on December 31, 2016, as audlted by Public
Accountant Paul Hadiwinata, Hidajat, Arsono, Retno, Palilingan & Partners,
and subsequently fully discharges the Board of Directors and
Commissioners [or "acquite et de charge’] for the actions and the
supervision they have run during the fiscal year ended December 31, 2016,
to the extent that such actions are reflected in the Balance Sheet and
Income Statement.

o The Meeling has approved for the fiscal year ended December 31, 2016 the
Company did not pay any dividends.

@ The Meeting approved the authority to the Board of Commissloners and /
the Board of Directors of the Company to appointed Public Accounting Firm
as auditor of PT Kedaung Indah Can Tok. to conduct audits of the fiscal year
2017 as well as authorizing the Board of Directors of the Company to
determing the honorarium for the Publie Accounting Firm provided that the
Public Accounting Firm has been registered with the Otoritas Jasa
Keuangan, independent and reputable.
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The result of Annual General Share Holders Meeting of PT Kedaung Indah Can
Tok, which was held on June 8th,, 2018 is as follows.
® The Meeting has approved and accepted the Report of the Beard of
Directors for the fiscal year ended December 31, 2017

e The Meeling has approved the Balance Sheet and Income Statement for
the fiscal year ended on December 31, 2017 as audited by Public
Accountant Paul Hadiwinata, Hidajat, Arsono, Retno, Palilingan & Partners,
and subsequently fully discharges the Board of Directors and
Commissioners [or "acquite et de charge’l for the actions and the
supervision they have run during the fiscal year ended December 31, 2017,
to the extent that such actions are reflected in the Balance Sheet and
Income Statement.

e The Meeting has approved for the fiscal year ended December 31, 2017 the
Company did not pay any dividends,

® The Meeting approved the authority to the Board of Commissioners and /
the Board of Directors of the Company to appoinied Public Accounting
Firm as auditor of PT Kedaung Indah Can Tbk. to conduct audits of the
fiscal year 2018, as well as authorizing the Board of Directors of the
Company to determine the honorarium for the Public Accounting Firm
mrovided that the Pubiic Accounting Firm has been registered with the
Otoritas Jasa Keuangan, independent and reputable.

Internal Audit

As part of the responsibilities of the Board of Directors In ensuring the
effectiveness of all the standard operating procedures as well as the declsion of
the directors, the code of conduct of the Company, and all the applicable rules
and regulations executed and complied to by all parts of the Company, the
Company empowers the Internal Audit Division.

The main role of this division is to asses whether the system of the Internal
control especially for financial and operational has been functioning well,
including the assessment of the compliances to all the applied regulations,
policies and guidelines. The Internal Audit Division inspacts the timeliness of the
reporting, evaluates the reporting system and identifies any challenges and
rooms for the Improvement of the systern, tests whether the implementations of
the accounting practice are In accordance to the applicable policies and
guidelines.

The duty of the Internal Audit is conducted based on the annual work plan
that has been approved by the President Director and the Audit Committee of
the Company. The Internal Audit Unit cenducts speclal Inspections if deemed
necessary by the President Director. In the context of conducting its duty, the
Internal Audit refers to the Internal Audit Charter which has been valldated by
the Audit Committee of the Company, with regards to the Codes of Ethics of the
Internal Audit and the Standards of Professional Practice of Internal Audit as well
asthe applicable rules.

In 2018, the Internal Audit was increasingly active in assiting the Audit
Committee In monitoring, evaluating and providing recommendations about
the internal control and identifying as well as reducing the risks faced by the
Company.

The appointment of the Internal Audit Unit is based on the Board of
Director's Decision Letter of PT. Kedaung Indah Can Tok,

The Internal Audit Unit of the Company eurrently held by Ketut P Sujaya; a
graduate of University of Airlangga in 1992; commenced his career at PT Pur]
Pariwara as an Accountant until 1996; from October 1996 to 2010 worked at PT
Prima Caslle Development as Accountant then Acting Residence Manager;
singe 2011 joined the Company as the internal Audit Unit

During the reporting period of 2018, according to the audit reports
produced by the Internal Audit Unit there have not been administrative
sanctions imposed on the Emiten or the Public Company or the Board of
Commissioners or the Board of Directors by the Capital Market authority or
ather authorities.

All things related to the code of ethic and the corporate culiure have been
defined in the Mutual Work Agreements between The Companies of Kedaung
Group and its subsidiaries which has been registered under the Section of
Manpower of the Municipality of Surabaya N 560/00593/436.78/PKB-
01/2017.

Currently all matters relating to the cade of ethics and corporate cultiie,
has been arranged through the Joint Working Agreement Kedaung Enterprises
Group and its subsidiaries have been registered in the Department of Labor
Government of Surabaya No, 560/00593/426.78/PKB-01/2017
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Currently all matters relating to the code of ethics and corporate culture,
has been arranged through the Joint Working Agreement Kedaung Enterprises
Group and its subsidiaries have been registered in the Department of Labor
Government of Surabaya No. 560/00593/436.78/PKB-01/2017

Whistleblowing system is a system of cemmunication that disseminated to
all members of the Company in communicating should there Is any actions that
violate the company rules and could potentially negatively impact the
sustainability of the Company.

There is no current Information regarding violations in the reporting system
of Public Company, all matters related is also governed by the Joint Working
Agreement Kedaung Enterprises Group and its subsidiaries which have been
registered in the Department of Labor Government of Surabaya No.
560/00593/436.78/PKB-01/2017
Currently there are not any Important matter faced by the Company, the
Subsidiary entities and members of the Board of Commissioners and Directors
who were in charge in the office.

Independent Auditor

The Annual General Shareholders Meeting [RUPST) on 8th June 2018 has
given the authority to me Board of Commisioners and Board of Directors |
“Board of the Company’ | to appoint an independent Public Accouniant to
conduct the audit of the financlal statement of the Company for the reporting
period ended on 31st December 2018,

In order to fulfill the mandate given by the RUPST, the Board of the
Company has appointed the Public Accountant Firm Paul Hadiwinata, Hidajat,
Arsono, Retno, Palllingan & Rekan to conduct the audit of the financial
statement of the Company for the reporting period ended on 31st December
2018,

Risk Management

I a current competitive business climate amid economic globalization,
the Company faces several significant business risks as follows:

1. Risks of competition. In this global world economy, the competition
become more competitive both on the locai and foreign, particularly China
with its low-cost products. To manage these risks of competition the
Company will keep on innovating and providing added values aver its
products so that they excel other competitors' products. Furthermore, the
internal efficiency are continously enhanced fo always produce
competitive goods.

2. Risks of fiuctuating prices of raw rnaterial. The main raw materials of the
products are the cold rolled steel and tin plate which prices are greatly
influenced by the price of steei in the global market. To face the risk the
Company always monitors the changes in the international price and
manages the stock as optimal as possible. Moreaver, the Company
manages to always use more than one supplier for each types of raw
material.

3. Risks of fluctuating exchange rates. The changes in the exchange rates of
the foreign currencies are risks faced by the Company mainly due to its
products' target Is the global markel. To manage the risk the Company
monitors and supervises the exchange rate fluctuations in order to take
appropriate actions so that the risks are minimum.

Risk Management System

& Minimizing the potential risks at the lowest
® Conductingthe process of insurance on the risk factors

Avaiding the risks

Reducing the unfavorable effects of the risks

Accepting a portion or all of the consequences of a particular risk

Improving the competence of the individuals involved in the risk
management system and
e |mproving centrol over the existing or potentiat risks



