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THE EVALUATION OF RISK MANAGEMENT SYSTEMS
Bank Mandiri constantly evaluates the effectiveness of the risk management systems. The evaluation entails adjusting
the strategy and the framework of risks as the constituent of risk management policies, considering the adequacy of risk
management information systems and the adequacy of risk identification, measurement, monitoring and control processes.
An example of evaluation on the risk management policy is the annual evaluation on the Risk Management Policy
and Standard Procedure. The Board of Commissioners plays an active role in the evaluation of the risk management
system by reviewing findings of the evaluation undertaken by the Board of Directors as the organ in charge of
effective implementation of the risk management system. The annual evaluation results show that during 2019 Bank
Mandiri has implemented fairly good risk management.

INTERNAL CONTROL SYSTEM
The Internal Control System (ICS) refers to a monitoring
mechanism which is established by the company’s
management on an on-going basis. An effective ICS is an
important component in the company management and
becomes the foundation of the company operational
activities which are proper and secured. An effective
ICS can help the Board of Commissioners and Directors
in safeguarding the assets of the company, ensuring
the availability of credible financial and managerial
reporting, increasing the company’s compliance with
laws and regulations, and decreasing the risk of loss,
deviation, and violations of prudential aspects. The
application of ICS in the company refers to the Internal
Control Policy (ICP).
As a process executed by all levels of the company’s
organization, ICS is applied in the strategy setting in all
work units, and it is designed to capably identify the
plausible occurrence of an event that can impact the
company, to manage risk in order to still remain within
the risk appetite, and to provide adequate confidence in
order to achieve the company goals.

THE OBJECTIVES OF CONTROLS
The objectives of implementing an effective ICS are
classified into 4 (four) main objectives as follows:
1. The Compliance Objective
It is to ensure that all of the company’s business
activities have been undertaken resting upon the
applicable laws and regulations, both the provisions
issued by the Government, the Banking Supervision
Authority, the Capital Market Authority and the
company’s internal policies, provisions, as well as
procedures.

2. The Information Objective
It is to provide accurate, complete, on-time, and
relevant information required in an effort to make
appropriate and accountable decisions, including
financial and non-financial reports needed by both
internal and external parties of the company.
3. The Operational Objective
It is to enhance the effectiveness and efficiency
in using assets and other resources as well as to
protect the Bank from the risk of losses including
those on account of fraud event.
4. The Objective of Risk Awareness Culture
It is to identify weaknesses and to assess deviations
early and re-assess the fairness of the internally
prevailing policies alongside the procedures at the
Bank on an ongoing basis.

CONTROL ENVIRONMENT
The control environment indicates the entire
commitment, behavior, care, and steps of the Board
of Directors and Commissioners of Bank Mandiri in
executing the operational activities. The Board of
Commissioners is responsible for ensuring whether the
Directors have monitored the effectiveness of the ICS
implementation. The Board of Commissioners plays an
active role in ascertaining that there are improvements
to the company’s problems that can potentially reduce
the effectiveness of ICS.
The directors are responsible for setting the policies
and strategies as well as internal control procedures.
They are also responsible for monitoring the sufficiency
and effectiveness of ICS. In addition, the Board of
Commissioners and Directors are responsible for
enhancing the work ethics and high integrity as well as
for creating an organizational culture subjected to all
employees appertaining to the importance of internal
controls prevailing in Bank Mandiri .
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