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ABSTRACT

This research explores the regulatory frameworkalternative credit scoring (ACS) in
Indonesia and South Korea. In Indonesia, the saarit unbanked population underscores the
need for ACS to assess creditworthiness usingnaltiee data sources such as utility payment
records, telecommunications data, social mediaigcte-commerce transactions, and other
behavioral indicators. In contrast, South Korea&ure credit information system incorporates
innovative frameworks such as MyData services, Bagncies, multi-licensed credit bureaus,

and a well-integrated open banking network to askltke needs of thin-file individuals.

A comparative analysis reveals key differencewienregulatory approaches of both countries,
including business activities, licensing procesdata management practices, the role of
intermediary agencies, regulatory oversight, coresurnnsent mechanisms, and conditions for
consumer rights and compensation. The study idestifaps in Indonesia’s ACS regulatory
framework, particularly in its data infrastructued consumer protection measures. Drawing
lessons learned from Korea'’s practices, the reegammmends the establishment of an
intermediary entity to securely combine datasetmanatory notifications to enhance
transparency when consumer data is shared, anmystroonsumer rights, including mechanisms

for data control and compensation for misuse cadires.
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1.

Introduction

In recent years, credit scoring has evolved sigaiftly with advancements in technology and
data analytics, reshaping how financial institusi@ssess creditworthiness. According to
World Bank’s Global Findex Database (2022), theee22% of global adult population or

1.4 billion individuals are considered unbanked dads not have access to a bank or similar
financial organization. The survey found the numifarnbanked individuals in Indonesia
reached 97.74 million adults or 48.24% of Indonesidult population. Meanwhile, Korean
number of unbanked individuals was significantiwéw than the global average with only

1.33% of Korean adult population.

According to the survey, the primary reason forltve access to credit is the inability of
financial service institutions (FSIs) to assessctteelitworthiness of potential borrowers. This
issue is driven by the lack of information neededdlculate an initial credit score (Fu et al.,
2020). Historically, determining eligible borrowdras depended on credit scoring, a method
of that uses past financial data to indicate boemsvuture loan performance as “good” credit
if repayment on time is expected and as “bad” ¢igédepayment is expected to fail (Siddiqi,
2012). Although, the traditional credit scoring retedhave provided a standardized means to
measure the credit risk of borrowers, but theseeisoare often excluding individuals

without sufficient credit histories or formal finaal footprints (Brevoort, 2016).

To address this gap, alternative credit scoringetsodave emerged which aimed at
enhancing credit scoring models by analyzing neta ttams not used in traditional credit
scoring algorithms, such as telecom data, utiltyrpents, e-commerce transactions, and

social media data. By integrating non-traditionalad these models aim to provide a more



inclusive, accurate assessment of credit risk,@slhefor underbanked populations. In this
way, financial service institutions can better wstEnd lending risks, even for the unbanked
and underbanked populations (Onay & Oztiirk, 208addition to increasing financial
inclusion, alternative credit scoring models asoaxpected to improve credit quality. Big
data-based alternative credit scoring models i®bat predicting non-performing loans
compared to traditional credit scoring models @ihl., 2021). Another study found that
alternative credit scoring enable a reduction efdkierage credit card interest rates by 10%
for those (previously thin-file) subprime borrowevko had sufficient utility payment history

to qualify them as full-file (Li & Koo, 2019).

Fintech companies and data-driven technologies @laycial role in the advancement of
alternative credit scoring. Fintech’s innovativepegaches enable the rapid processing and
analysis of large volumes of data, improving tHerfncy and accuracy of credit evaluations.
Technologies such as artificial intelligence (Ahdamachine learning (ML) enhance
predictive capabilities, allowing for dynamic riaksessment models that can adapt to
changing borrower behaviors and economic conditidsghese technologies continue to
disrupt traditional financial models, they preseoth opportunities and challenges for

regulatory frameworks that must balance innovatwith consumer protection.

A well-defined regulatory framework is essential fiee sustainable development of
alternative credit scoring. Regulation will provigeidelines for the ethical use of alternative
data, ensuring that consumers' rights are safegdadata privacy is upheld, and scoring
models remain transparent and fair. Without prapgulatory oversight, there is a risk of

data misuse, discrimination, and privacy violatiomkich could undermine consumer trust



and financial inclusion objectives. Regulatory feamorks also support innovation by
establishing clear standards, enabling a secure@uithble environment for fintech

companies to develop and deploy alternative cssditing solutions.

1.1. Problem Statement

Despite the promising potential of alternative d@redoring in enhancing financial
inclusion, regulatory frameworks in Indonesia faballenges in fully supporting this
innovation. Meanwhile, South Korea has a relativedfl-established regulatory
framework that governs the use of alternative éataredit scoring, supporting
responsible innovation while safeguarding consumgétts. This regulatory disparity
gives opportunity to compare both nation’s regulafeamework, then provide

recommendations to address any gaps in Indonesgltatory framework.

As Indonesia aims to increase financial accesgdambanked population, it is crucial
to develop a robust regulatory framework that betarinnovation with consumer
protection. Without it, alternative credit scorioguld lead to unintended outcomes,
such as financial exclusion or reduced consumet.tiihus, this research is guided by

the following research questions:

a. What are the regulations, key authorities and $talkiers, personal data protections,
and consumer rights safeguards related to altematedit scoring in Indonesia?
b. What are the regulations, key authorities and $talkiers, personal data protections,

and consumer rights safeguards related to altematedit scoring in South Korea?



c. What best practices from South Korea’s regulatoaynkework can inform policy
recommendations for a more inclusive and secueenative credit scoring

environment in Indonesia?

1.2. Research Objectives

Based on the introduction and problem statemetitarprevious sections, this research
will focus on the regulatory structures, data peiwvand consumer protection laws, and
the role of key stakeholders. This research hasotleving objectives:

a. To examine the current regulatory landscape ferméttive credit scoring in
Indonesia and Korea.

b. To identify potential gaps in Indonesia’s curreggjulatory framework,
benchmarking it against the more mature finan@gulatory framework in South
Korea.

c. To provide recommendations for Otoritas Jasa Kearalf@JK) as the regulatory

authority of alternative credit scoring in Indoreesi

1.3. Research Methodology

This research utilizes a qualitative approach, drgwn both primary and secondary
data sources to provide an in-depth comparativlysisaof the regulatory frameworks

for alternative credit scoring in Indonesia and tBd€orea.

1.3.1. Primary Data Collection



1.3.2.

1.3.3.

Data and insights for this research were gathdmedigh in-depth interviews
with members of the Council on International Finah€ooperation (CIFC) in
South Korea, mainly on institutions who are invalwe credit scoring and data
management services such as Korea Credit BureaB)Krea Credit
Information Services (KCIS), Korea Financial Telegounications & Clearing
Institute (KFTC), and Nice Information Service. Ekanterviews provided
valuable perspectives on Korea'’s regulatory prastidata governance
structures, and consumer protection mechanismstigually, discussions
were held with the department in Otoritas Jasa Kgaa (OJK) which in
charge for alternative credit scoring regulatiod development. These
discussions allowed for a deeper understandingddriesia’'s current and its
future regulatory landscape which enable the reke@ntribution to be
relevant with OJK’s needs.

Secondary Data Collection

This research also reviews relevant regulationsiedjnes, policy documents,
and studies related to alternative credit sconmipndonesia and South Korea as
available up to November 2024. These documents wéleiable insights into
the legal frameworks, key stakeholders, data ptiotiepolicies, and regulatory
objectives shaping alternative credit scoring peastin both countries. Since
the OJK regulation on Alternative Credit Scoring\WRders is still in the
finalization process, this study references thé degulation published on the

0OJK’s official website.

Analysis Method



The analysis follows a comparative framework, faeg®on the similarities,
differences, and regulatory gaps between IndorsgieSouth Korea. This
approach enables a systematic examination of thegsy regulatory structures,
and consumer protection mechanisms in both cosntnigh the aim of
identifying best practices from South Korea thatldde adapted to improve

Indonesia’s regulatory framework for alternativedit scoring.

This combination of interviews, discussions, anduhoent review aims to yield
a comprehensive understanding of the strengthdiraitdtions in each
country’s regulatory approach, providing a robasirfdation for the

recommendations that will follow.

2. Regulatory Framework for Alternative Credit Scoring in Indonesia

2.1. Background for alternative credit scoring in Indonesia
2.1.1. Unbanked Population in Indonesia
According to 2021 World Bank’s Global Findex Datsbathere are 97.74
million adults or 48.24% of Indonesian populatiohorconsidered unbanked
and does not have access to a bank or similardiaborganization. This put
Indonesia as the fourth nation with the largest neinof unbanked adults with 7%
of global unbanked population.

Figure 1. Percentage of unbanked adults in Indonesi(in %)
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One of the reasons for low financial inclusionmaddnesia is the limited access

to financial services for low to middle income coomties and MSMEs.

Global Findex data shows that among the poorepedéent of Indonesian

households, only 46.93 percent have an accountanidhmal financial service

provider. Additionally, only 12.86 percent of Indgsians borrow from formal

financial institutions which is lower than the pemtage of Indonesians borrow

from family or friends (28.85%).

Figure 2. Percentage of Indonesian adults borrow &m formal institution

compared to family or friends (in %)
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One of the reasons limiting MSMESs' and low-incomaividuals’ access to
formal financial services is the high level of resgsociated with extending
credit to these communities. Meanwhile, from thealfcial Services

Institutions perspective, one of the challengesxitending credit to low-income
communities and MSMEs are often considered unabfedet the 5C principles:
character, represented by the applicant’s cresgibty; (2) capacity, or the
applicant’s debt-to-income ratio; (3) capital, Hraount of money an applicant
has in his/her bank accounts; (4) collateral, aethat can serve as guarantee
for the loan and; (5) conditions, the purpose efltan, the amount involved,
and prevailing interest rates (Baiden, 2011). Teess the first 3Cs, banks refer
to the SLIK that by no means covers unbanked iddiis. Therefore, an
alternative credit scoring system is needed tosasbe credit risk of these
communities.

2.1.2. Indonesia’s Financial Inclusion Initiatives

12



Indonesia’s financial inclusion initiatives havévdn significant interest in
alternative credit scoring. With a large portiortlod population underbanked or
unbanked, traditional credit scoring methods oéeciude these individuals
from accessing formal credit services. Alternativedit scoring emerges as a
solution, leveraging non-traditional data soursegh as mobile usage, e-
commerce transactions, and social media datasesagreditworthiness more

inclusively.

The adoption of alternative credit scoring aligngwseveral pillars of the
OJK’s Indonesian Financial Services Sector Madlam Pear 2021-2025,

specifically on:

a. Financial Services Ecosystem Development pillacWliocuses on
expanding financial access and enhancing publanfiral literacy; and
strengthening consumer protection in the finansgalices sector; as well as

b. Acceleration pillar which promotes digital transfation by encouraging
innovation and accelerating the digital transfoiiorabf the financial

services sector.

The financial access and inclusion expansion prodoat unbanked and/or

underbanked individuals and Micro, Small, and Meditnterprises (MSMES)
by Financial Services Institutions requires tecbgalal support and adequate
data/information to make informed decisions, esglycon assessing the loan

feasibility or credit scoring. As alternative daecomes integral to credit

13



assessment, OJK's role in regulating this sectoaires critical to balancing

innovation with the protection of public interests.

2.2. Current Indonesian Regulations on Alternative Credt Scoring
2.2.1. Credit Reporting System in Indonesia

Indonesia’s credit reporting system follows a dunaleel approach in which the
Public Credit Registry (PCR) and Private Credit&aus (PCB) serve
complementary roles. The PCR is managed by thenEialainformation
Service System (SLIK), under the authority of OM&anwhile, PCBs, also
known as Lembaga Pengelola Informasi Perkredit&iR), are regulated and
supervised by OJK. According to SLIK regulationsafcial institutions are
required to report credit data monthly through SLA€cess to SLIK data is
available to all SLIK reporters and LPIP, which eowall financial sector
institutions in Indonesia ranging from banks, irgwes, securities, fintech,
multi-finance, guarantee companies, and other @i@himstitutions. LPIPs are
also permitted to collect additional data outsiti8l0K, allowing them to
generate credit information and value-added insigdich as credit scores,

fraud alerts, and other reports by combining SL#adwith external sources.

In addition to SLIK and LPIP, the credit reportisgstem now includes
Alternative Credit Scoring (ACS) providers. Whil®IPs operate under OJK
Regulation Number 5/POJK 03/2022 concerning Credirmation
Management Agencies, ACS Providers are governegdd§/Regulation

Number 3 of 2024 concerning the Implementationin&fcial Sector

14



Technology Innovation (Inovasi Teknologi Sektor Kagan or FSTI). ACS
Providers use alternative data or non-financiah datassess consumer profiles
for financial service eligibility, offering credgcoring for consumers without
relying on SLIK credit data.

2.2.2. Alternative Credit Scoring Practices in Indonesia
In the initial phase of the regulatory sandboxréheere 20 ACS Providers
entered for testing. By April 2024, OJK’s sandbsgessment recommended
ten ACS Providers. As of November 2024, four haehbregistered with OJK:
PT Trusting Social Indonesia, PT Semangat Digiaidsa, PT Scoring
Teknologi Indonesia, and PT Prime Analytics Indaames

Figure 3. Alternative credit scoring business proces
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2.2.3.

The business process of Alternative Credit Scofi&@S) Providers in the

credit application process is shown in figure 3wahdt begins with a loan
application submitted by a prospective borrowes tender (banks, financing
companies, peer to peer lenders) along with custooresent granting the
lender to use consumer data for credit assessmegmbge. Next, lender requests
a credit score assessment to ACS Providers thrangtpplication

Programming Interface (API) which serves as a to@nable various software

and applications to interact and communicate waitheother.

The ACS Providers initiates the credit scoring psscby requesting data from
data controller, such as utility payment recordigdommunications data, social
media usage, payment data, e-commerce data, aadiofibrmation that can
help evaluate the behavior of the prospective dellince the data is received,
the ACS Providers performs a credit scoring usisgaing engine that applies
artificial intelligence (Al) and/or machine leargifiML) methods. This
assessment process generates output in the foaroretlit score and/or
probability of default, which serves as an indicatbcreditworthiness.
Afterward, the credit score scoring reports ard setender through API, and
lender makes the decision to approve or rejeckodue application for the

prospective borrower.

Alternative Credit Scoring Regulation before Finandal Sector Omnibus

Law
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Before Law No. 4 of 2023 concerning the Developnat Strengthening of
the Financial Sector or Financial Sector Omnibus (BSOL) was passed on
January 1%, 2023, the ACS Providers are regulated under Od¢guRition
number 13/POJK.02/2018 concerning Digital Finamze®Vation in The
Financial Services Sector and OJK Circular Lettenber 21 /SEOJK.02/2019
concerning Regulatory Sandbox. This sandbox endibliesh companies to
trial new credit scoring approaches under OJK sugien, allowing authorities
to assess potential risks and benefits before wrdas implementation.

The regulation defines Digital Financial Innovati@tI) as activities that
modernize business processes, business modelBnandal instruments and
provide new value added in the financial servieet® by involving the digital
ecosystem. Under this definition, alternative dredoring is considered as one

of the DFI scope as the other digital finance suppo

OJK Regulation number 13/POJK.02/2018 mandatesdinbproviders that
will or have operated within the DFI scope and nketDFI criteria must
submit a recordation application to OJK. Then, @dKcreate the Regulatory
Sandbox to ensure the DFI meets the DFI criterid,determines which
Providers are approved for Regulatory Sandbostrihe Regulatory Sandbox
is implemented for a maximum period of 1 year, Whsan be extended for up

to 6 months if required.

The result of the Regulatory Sandbox for Providersated based on the

following status:

17



2.2.4.

a. If recommended, the Provider has the right to stlamegistration
application to OJK no later than 6 months fromdle&ermination of
recommended status;

b. If it requires refinements, the Provider could resfuto OJK for an extension
of up to 6 months from the date of status; or

c. If not recommended, the Provider will be unabléetst or trial the same DFI

again and will be removed as a recorded Provider.

For Providers that has been registered at OJK,rthest submit monthly self-
assessment reports, submit quarterly performamqpmetss establish an
association of Providers, and locate data centefsiesaster recovery centers

within Indonesia.

Alternative Credit Scoring Regulation after Financial Sector Omnibus Law
The ever changing development of digital innovationthe financial sector has
prompted the Indonesian government to further gtiean and develop the
country’s financial sector. This is done by estgblihe Financial Sector
Omnibus Law, which expanded OJK’s mandate to irehadjulation and
supervision of Financial Sector Technological Instton (FSTI) and digital
asset entities. Financial Sector Omnibus Law etedu®JK with the regulation
and supervision of FSTI and emphasized the pria@pbalancing efforts in

supporting innovation with risk mitigation.

Following the enactment of the Financial Sector @ms Law, OJK introduced

OJK Regulation Number 3 of 2024 concerning Orgartnaof Financial Sector

18



Technology Innovation (FSTI Regulation) which sigaeles OJK Regulation
number 13/POJK.02/2018 concerning Digital FinameeVation in The
Financial Services Sector (DFI Regulation). OJKaded several aspects of
DFI Regulation through FSTI Regulation, includiig addition of eligibility
criteria, the introduction of test plan requirengr@nd the establishment of
procedures for determining results and exitingsiduedbox. In general, the
alternative credit scoring regulatory process atiogrto FSTI Regulation is

shown in Figure 4 as follow:

Figure 4. FSTI Regulatory Sandbox and Licensing Proess

Prospective FSTI
which has the same
type of FSTI as
those who passed

the sandbox

Sandbox Regulatory
Participant Sandbox
request (max 1 year)

Source: OJK Regulation Number 3 of 2024 concerQinganization of

Financial Sector Technology Innovation
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2.2.4.1. Alternative Credit Scoring in the FSTI Franmework
The regulation defines Financial Sector Technolalgicnovation (FSTI)
as technology-based innovation that has an impaptaeducts, activities,
services and business models in the digital firdreosystem. Under
this definition, alternative credit scoring is caesed as one of the FSTI
scope as the other digital finance service actisiti
2.2.4.2 Eligibility for the Regulatory Sandbox
The eligibility criteria for innovations to partmate in the Regulatory
Sandbox have evolved significantly between DFI Ratgpn and FSTI
Regulation, reflecting a shift toward a more coneresive and purpose-
driven framework. While the DFI Regulation primgniequired
administrative and structural qualifications, tH&TF Regulation
emphasizes consumer impact, testing readinessegnthtory
adaptation:
a. The scope now includes innovations that are spadlfiapplicable
to the financial services sector and intended émisamers, partners,
or the public in Indonesia.
b. The requirement for novelty has expanded to incluftecus on
significant distinguishing features, setting a obeatandard for what

qualifies as innovative.
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c. Innovations must demonstrate value and improvaEswhich
places emphasis on the benefits and practical wepnents for
consumers and the financial ecosystem.

d. Innovations are required to be ready for testind) development,
indicating that the sandbox is intended for sohsicloser to
deployment rather than those still in early conaapstages.

2.2.4.3.Regulatory Sandbox Process

In terms of regulatory sandbox processes, theaesight difference

between DFI Regulation and FSTI Regulation. After providers

submit an application to join the regulatory sandlibe “application
stage” no longer recognizes the recordation stephaias introduced
by DFI Regulation. Now, providers who wish to urgtethe regulatory
sandbox should apply to become a “participanthen®JK regulatory
sandbox. OJK will evaluate the test plan and eligytcriteria of

potential participants of the regulatory sandbox.

If OJK approve the provider to participate in regaty sandbox,
participants are required to carry out trials aedafop innovations
according to the test plan which is reported peécalty to OJK. The
sandbox is implemented within a maximum period géar after
approval is given by OJK, and OJK can determinerég for testing
and developing innovations differently. After coeting tests and
developing innovations in the sandbox, the paristpnust submit a

final report 20 days before the end of sandboxogleri
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The mechanism for determining sandbox resultsfisrént between
DFI Regulation and FSTI Regulation. Under DFI Regjoh, the
regulatory sandbox results for the providers wategorized as
recommended, requires refinements, or not recomatkerMeanwhile,
FSTI Regulation specifies that the sandbox resuftssimply
categorized as pass or fail, without providing isgréints an opportunity
to improve their test results.

2.2.4.4 Registration and Licensing Post-Sandbox
If the participant fails the sandbox testing, itshstop its business
operation, run its exit policy, and complete alligétions to consumers
and related parties within 3 months. Participartte wass the sandbox
may be required by OJK to register before applyorg business
license within 6 months of the approval letter. Regtion involves
submitting documents covering aspects like gover@abusiness model,
IT systems, and partnerships. The licensing proedkthen follow
OJK's regulations for each type of FSTI. Additidpgparties offering
similar FSTI services to those that passed thetsandan apply skip the
sandbox process and proceed to the registratiarbasiness license
process.
Until November 2024, the regulation on ACS provedeas not been
established, but 10 ACS Providers have passedtiabsx. Therefore,
prospective ACS providers can proceed until théstesgion process.

Once the OJK Regulation regarding ACS Providershess established,
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all registered ACS Providers should proceed thenbing process.
According to the OJK Regulation Draft regardingehttative Credit
Scoring Providers, after the licensing procespmaved, ACS
providers must secure a registration certificatelastronic system
operators within 60 days before commencing thesir®ss activities.
2.3. Key authorities and stakeholders
The Indonesian credit information system operatésinvFinancial Sector Omnibus
Law. This law has expanded OJK’s mandate to incthdeegulation and supervision
of Financial Sector Technological Innovation (FSamd Digital Asset entities,

providing a clearer foundation for overseeing alé¢ive credit scoring providers.

Primary oversight of Indonesian credit informatgystem provided by OJK which
ensures compliance and orderly operation of creftitmation systems, including
alternative credit scoring. In Indonesia’'s credfibimation system, several key

authorities and stakeholders play vital roles:

a. Otoritas Jasa Keuangan (OJK)is the central regulatory body responsible for the
financial services sector, including credit infotioa. It develops regulations for
credit bureaus and alternative credit scoring ters and supervises compliance,
ensuring the proper functioning and fairness ofstystem.

OJK also managed the Public Credit Registry (P@R)uUgh the Financial
Information Service System (SLIK). The PCR colleatsl distributes credit data
from financial institutions in Indonesia such Baisurance, Multi-finance,

Fintech, Guarantee Company, Securities, and OthaneEial Institutions. In the

23



case of alternative credit scoring providers, ttleyhot have access to SLIK as their
purpose is to assess consumer worthiness usingtiatpative data.

. Private Credit Bureaus (Lembaga Pengelola Informasi Perkreditan or LRIe)
private entities regulated by OJK under specitietising requirements. They
collect credit data from SLIK and other sourceprimduce credit reports, scores,
and value-added services for financial institutions

. Alternative Credit Scoring (ACS) Providers are a newer addition to the credit
information system, regulated under OJK’s frameworkinancial sector
technology innovation. They use alternative datac®s to assess consumers’
creditworthiness.

. Financial Institutions: Bank, Insurance, Multi-finance, Fintech, Guarante
Company, Securities, and Other Financial Instingiare critical participants, as
they report credit data to the SLIK system andassdit information to provide
financial services and products.

. Fintech Associationrepresents the interests of fintech companiejdinty those
involved in alternative credit scoring. The asstoraworks closely with OJK and
other regulatory bodies to support innovation astdtgish standards and best
practices within the fintech sector.

Data Providersinclude entities responsible for storing and manggilternative
data, such as telecommunications companies, yildyiders, e-commerce
platforms, and other organizations that collectavatral or transactional data.
These data controllers are crucial to alternatreglit scoring models, as they

provide the non-traditional data points used t@sssonsumer creditworthiness.
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2.4. Legal Frameworks on Data Privacy and Consumer Prot&ion
2.4.1. Personal Data Protection Law
Historically, there was no unified framework relhte personal data protection
in Indonesia, hence the Indonesia’'s data protenteasures were fragmented
across various regulations and sectors. Howevisrchianged with the
introduction of the Law Number 27 of 2022 concegnifersonal Data
Protection (PDP Law) which established a comprekierisgal structure to

protect personal data across all sectors.

The motivation for Indonesia's dedicated Persorsh[Protection Law was
driven by a mix of international trends towardscsér data privacy regulations
and domestic challenges, including several datadmes incidents in Indonesia.
In addition, the booming digital economy in Indolaesnd an increase in
personal data usage, required a robust legal framketw protect the privacy
and build trust in digital services. PDP Law isoanprehensive legal framework
enacted to safeguard personal data which appliegexy individual or
company, public agency, and international orgaiwrawithin and beyond the

borders of Indonesia.

PDP Law defined Personal Data as any informatitating to an identified or
identifiable individual. This data can be identfier linked to an individual
directly or indirectly, through combination withhatr information, whether
processed through electronic systems or non-eld@ctroeans. PDP Law

distinguishes between two main categories of paisdeta: general and

25



2.4.2.

specific (sensitive) personal data. General Petdoai@ includes data typically
found on identification documents and other generadrds, while Specific
Personal Data covers more sensitive informatioh siscmedical information,
biometric data, criminal records, family data, gedsonal financial data. The
handling of specific personal data is subject tictetr regulatory requirements
due to the higher risk it poses to an individuatisacy and security. Therefore,
organizations processing sensitive data may barestjto appoint a Data

Protection Officer (DPO) to ensure compliance wiit PDP Law.

Under Indonesia's PDP Law, stringent protocols heeen established to
address data breaches. When a data breach ocotirghé data controller and
processor are mandated to notify the affected slatgects and the Indonesian
Data Protection Authority (DPA) within 72 hours.dddition, all personal data
controllers, processors, and other relevant estitre required to align their
policies and operational procedures in two yearsesthe PDP law took an

effect on October 17 2022.

OJK Regulation Related to Data Privacy and ConsumeProtection in
Alternative Credit Scoring Industry

The legal landscape governing data privacy andwuoes protection in
financial sector has evolved significantly with L&lumber 27 of 2022
concerning Personal Data Protection (PDP Law) aawl No. 4 of 2023
concerning the Development and Strengthening oFthancial Sector

(Financial Sector Omnibus Law or FSOL). In respaosthese developments,
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OJK issued Regulation Number 22 of 2023 concer@ogsumer and Public

Protection in the Financial Services Sector (Coresupnotection Regulation).

The main principle of Consumer Protection Regufatgthe obligation for
financial service institutions to maintain the adehtiality and security of
consumer data and information. This requiremerdgredd to individual data,
which includes personal identifiers such as futheanational identification
number, address, date of birth or age, phone nymimher’'s name, and any
other information submitted by the consumer. Sirhyilacorporate data
protection encompasses the name, address, phorieenudentification
documents, and any additional information providedccessed by the

consumer.

To enforce these protections, financial servicéturtsons are strictly prohibited
from sharing consumer data or information withdlparties unless they have
obtained explicit consent from the consumer orahgia legal obligation to
disclose such data under applicable laws. Furthexnigstitutions are not
allowed to use the data of consumers who have teted their agreements for
products and services, nor can they utilize tha daprospective consumers

whose applications have been rejected or who habelnawn their applications.

Additionally, financial service institutions arequéred to establish and
implement mechanisms for handling consumer comigdaensuring that
consumer complaints are addressed promptly andte®éy. This includes

receiving complaints, managing them, and providesplutions within a
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2.4.3.

specified timeframe. When a resolution cannot heeaed, consumers have the
right to escalate their complaints to the OJK @ksesolution through the
Financial Services Sector Alternative Dispute Retsoh (LAPS) or through

legal channels.

Furthermore, OJK's FSTI regulation includes spec#gguirements for FSTI
Providers regarding the use of user data and irdbam. FSTI Providers must
obtain user consent for data usage, clearly infavmsumers about the
limitations on data and information usage, notifgrh of any changes in the
purpose of data usage, and ensure that data eoflenethods guarantee

confidentiality, security, and integrity.

OJK’s Cyber Security Guideline

To complement regulation concerning data privaacy @msumer protection in
financial sector, OJK publish cyber security guigelfor Financial Sector
Technological Innovation (FSTI) entities which inde Alternative Credit
Scoring (ACS) Provider. This guideline aims to gqall FSTI providers with a
structured framework and practical mechanismsrfgiémenting effective
cybersecurity risk management. It outlines straefpr managing cyber risks
and responding to cyber incidents in a mannerrttests Indonesia's rigorous

regulatory standards.

Data protection begins with encryption, which isaal for safeguarding
sensitive information such as credit card numbdgasking details, and personal

identification data. This encryption relies on sgaryptographic algorithms,
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implement end-to-end encryption for all data exdesn) and encrypt all
sensitive information. In addition to encryptiomta storage security mandates
that servers be equipped with firewalls to prewerduthorized access or cyber
intrusions, while robust access controls servenaadditional barrier to
unauthorized data access. Routine testing andirgdit these security
measures are required to ensure that FSTI provadersstently meet high

standards.

The framework for information security is structtiien Confidentiality,

Integrity, and Availability principles:

a. Confidentiality requires that all sensitive datagmerypted using high-
standard cryptographic algorithms, ensuring dataares secure even if
accessed by unauthorized parties.

b. Integrity involves preserving the accuracy and cletemess of data
throughout its lifecycle. This includes keepingadletd records of data
destruction activities, such as the methods usadppnel involved, and
destruction dates.

c. Availability addresses data access and recovemaliflroviders must
establish data retention policies that comply wethulations such as Law
Number 43 of 2009 on Archiving and the PersonabhDbtection Law No.
27 of 2022 (PDP Law) which covers detailed datarmébn standard for
personal information of consumer and employeenfired reporting data,
consumer transaction data, business communicatgs) &nd operational

data logs. For data disposal, secure methods éiteeatasure, degaussing, or
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physical destruction are required once data hathesbthe end of its
retention period. Additionally, a comprehensive iBass Continuity Plan
(BCP) outlines recovery strategies that coveraaitaspects and locate data
recovery centers at a minimum distance of 35 knmftiee primary data
centers.

2.4.4. Artificial Intelligence Code of Ethics

In light of the growing use of Artificial Intelligece (Al) within the Fintech

industry, there is an emerging need for a robudé @ conduct that can guide

Fintech companies and related parties in responsiiplementing Al-based

applications. Therefore, OJK and Fintech associataesign this framework to

mitigate potential risks while maximizing Al's ptge impact, ensuring that Al
applications align with core principles of:

a. Align with national principle (Pancasila): Providegnsure that their use of
Al technology upholds national values and ethicelsiderations,
particularly those based on Pancasila, Indonefaisdational philosophy,
which emphasizes social justice and responsibility.

b. Beneficial: Al applications in Fintech should prdeitangible value not only
for business operations but also for consumer weelfal should assist
consumers in making informed decisions, reduceuakties, expand
financial inclusion, and support sustainable ecanatavelopment.

c. Fair and accountable: Al-driven business modelsagpudications avoid
causing harm to consumers, violation on privacyeading to

discrimination. Fintech providers must ensure thatdata used in Al is

30



valid, current, free from bias, and compliant wigrsonal data protection
laws.

d. Transparent and explainable: Fintech providers lshadopt a risk
management framework for Al, which includes mechars to address
inaccurate outputs, assign clear levels of respditgj and implement
recovery procedures if processing errors occursé&meeasures aim to
clarify Al operations and ensure that both provsdend consumers
understand Al-driven decisions.

e. Robust and secure: Fintech providers must prieritigersecurity by
ensuring that Al systems are resilient to cybeaekis and equipped with
recovery mechanisms. Perform regular audits angrisgenhancements as
part of its commitment to protect consumer dataraadhtain trust in Al-

based services.

3. Regulatory Framework for Alternative Credit Scoring in Korea
3.1. Background for alternative credit scoring in Korea
3.1.1. Financial Exclusion and Inclusive Finance Policies Korea
Despite Korea'’s rapid economic growth and the dgualent of its financial
industry, wealth inequality and financial exclusiwewe persisted as significant
social issues. To address these challenges, theaK@overnment has
established and implemented various policies tonpte inclusive finance as

part of its efforts to revitalize the public finansector.
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Against this backdrop, the Korean government hasasingly promoted
inclusive finance as a core financial policy, pararly since 2018. As the
global emphasis on financial inclusion has grovimea at enhancing the
financial accessibility of underrepresented popaoites, the Financial Services
Commission (FSC) has embraced inclusive finaneepoove access to
financial services for financially marginalized imdiuals and businesses,

thereby expanding their opportunities.

3.1.2. The Thin-Filer Issue in Korea's Credit Mature Socigay
Although Korea is considered a credit-mature sgaieth broad access to
credit products, including loans and credit cacdsicerns have emerged
regarding the increasing number of thin-filer gregpndividuals who lack
sufficient financial history to obtain traditionededit products. This issue
remains pressing, even as access to financialcssyyparticularly through
credit cards, continues to expand within the gdnerpulation.
The concept of Thin Filers is relatively clear andypically defined as a group
of individuals with insufficient credit history. Keever, the specific number of
individuals categorized as Thin Filers within a plgpion can vary slightly
depending on the Credit Bureau (CB) technical naahagy. Credit Bureaus
make use of unique development methodologies, bassthtistical or data
engineering approaches, to create proprietary vadiged products such as
credit bureau scores, which is representative meagi an individual's

creditworthiness. Due to these proprietary methagiek, each Credit Bureau

32



evaluates creditworthiness using different crediring models, resulting in
technical differences in how Thin Filers are define

In this context, Thin Filers refer to individualsth insufficient credit histories
for a comprehensive credit assessment. These tativairiations are
considered natural and accepted in advanced maslelsas the United States
and Europe. Similarly, in South Korea, differensesredit scores among
Credit Bureaus are recognized as a result of diggmin data and technological
methodologies. KCB (Korea Credit Bureau) defias Filers as individuals
who have had no credit transactions of any kindhiwithe past three years. In
contrast, NICE CB considers individuals as Thirefslif they have no credit
card usage within the past two years and no logereence within the past
three years.

Figure 5-1. The Number of Thin Filers in Korea
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According to KCB, the number of Thin Filers was965,844 at the end of
2020, increasing to 12,034,867 at the end of 28@d further to 12,093,356 by
the end of 2022. Based on NICE CB'’s criteria, thmhber of Thin Filers at the
end of 2022 was 12,095,641. This upward trend sooees the urgency of
establishing alternative credit evaluation framekgdo support these

individuals.

Figure 5-2. The Number of Thin Filers in Korea
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Thin filers are defined as individuals with no dtezhrd records within the past
two years and no loan history in the last threesgidaue to their lack of credit
transaction history, they are less likely to reedigh credit scores. According
to KCB's credit scoring data, mid-tier credit scoustomers (grades 4-7) make
up approximately 47% of all customers, totaling32@illion people. Within

this group, there is a particularly high proportadfnyoung adults under 25 and

thin filers with limited credit activity in the pathree years. This is largely due
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to the CB (Credit Bureau) system’s reliance ondnisal credit transactions for

its evaluations, naturally disadvantaging groupth \Wmited or no credit history.

The impact of a low credit score among thin filgeges beyond the scoring itself,
significantly affecting their financial opportures. A low credit rating can
restrict access to bank loans or credit cards ereh when financing is
available, often subjects these individuals totiaddy high interest rates.
Consequently, thin filers face systemic disadvasgagueling societal
consensus around policies that expand the usemsfimancial data to enhance
credit evaluations. This has led to policy direcidhat not only encourage
individuals to voluntarily provide non-financialfarmation but also establish
legal frameworks allowing firms to utilize such dat credit assessments for
thin filers.

3.1.3. Expansion of Mid-Interest Rate Loans and Improvemenof the Personal
Credit Evaluation System
The policy direction taken by Korean financial aurities is largely motivated
by the "Interest CIiff" issue in the lending marki€brea's personal lending
market is mainly served by banks, credit card corgs capital companies,
and savings banks. While banks, serving primariigng clients, offer loans at
low interest rates under 8%, lending instituticargéting low- to medium-credit
individuals, such as credit card companies, capitak, and savings banks,
charge considerably higher interest rates, ofteeeding 15%. This disparity,

often referred to as the "Interest Cliff," resuttdorrowers, despite their
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potential eligibility for lower rates, facing strweal limitations and thus

incurring higher interest burdens due to the laokial-rate loan options.

Figure 6. Korean Interest Rate
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In response to the shortage of mid-rate lendingpopi Korean financial
authorities announced the "Inclusive Finance Pdliggction and Mid-Rate
Loan Activation Plan" in 2018, building on theirgming inclusive finance
initiatives. This policy approach emphasizes instinal enhancements to
facilitate mid-rate loan products. The FSC aimadaance the credit evaluation
system by supporting big data analysis and simiplifyntra-group data-sharing
processes among financial holding companies. Tinestibn will also expand
the range of information shared between institijdhereby refining credit

assessment accuracy.
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3.2. Overview of Korean regulations on credit scoring
3.2.1. Credit Information System in Korea
The credit information industry refers to businesat systematically manage
and distribute credit information, as well as thieastructure that enables these
operations. In Korea, the credit information indys$ composed of credit
bureaus (CBs), which operate as credit informdbiasinesses, and credit
information concentration agencies that serve pp@ting infrastructure.

Figure 7. Credit Information System in Korea
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Credit bureaus (CBs) are responsible for colle¢tomgviding, and managing
credit information on individuals and corporatioasd they assess
creditworthiness for financial transactions. Meaitgytcredit information
concentration agencies, such as the Korea Crddination Services (KCIS),

gather and manage credit information from finaniiatitutions and public
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agencies. This centralized data is then shared®@Bth and financial

institutions, facilitating more comprehensive ctenialuations.

3.2.1.1.Current Status of Credit Information Concentration Agencies
Credit information concentration agencies servpusic information
infrastructures, managing credit information reediyrom financial
companies and public institutions and sharing thvinancial
companies and Credit Bureaus (CBs). These agetifiesfrom
private CBs in the following ways:
a. They do not produce new credit information, sucbraslit scores.
b. They provide only raw data (source information)thave

collected and managed.

c. Their services are restricted to the financial@ect

Currently, the Korea Credit Information ServiceC{&) serves as the
designated credit information concentration agemitly authorization
from the Financial Services Commission. KCIS waaldshed in
January 2016, integrating the credit informationctions of five
financial associations—the Korea Federation of Batike Korea
Financial Investment Association, the Korea Lifeurance
Association, the General Insurance Associationareld, and the
Credit Finance Association—as well as the Koreariasce
Development Institute. KCIS operates as a non-pcofiporation

under civil law, having obtained permission in Deber 2015 to
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function as a comprehensive credit information emtiation agency

under the Credit Information Act.

3.2.1.2.Status of Private Credit Bureaus (CBs) before 2020

Before the 2020 amendment to the Credit Informafioty which

introduced further segmentation in Credit Bureaarising, six credit

rating companies operated in Korea, classified peisonal and

corporate CBs based on their main business furgtion

a. Personal CBs: assess individuals' credit scoresdbas financial
transaction data, providing core information foedit evaluations
used by financial institutions.

b. Corporate CBs: assess corporate credit scoregeedor financial
transactions or gather diverse corporate informaimcluding
technology credit information, for distribution.

Figure 8. Private Credit Bureau Business Process
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The credit information industry framework introddde 2009 has
faced limitations in driving data innovation duectanstraints in
regulation, scope of operations, and infrastructkiey challenges
include:

a. Entry Barriers: The lack of a systematic classtfmaof industry
segments and licensing units has hindered the emeegpf new
players, such as MyData service providers.

b. Scope of Operations: While CBs in other countriesl@ading in
the big data market, domestic CBs face restrictiorengaging in
big data-related activities.

c. Information Infrastructure: The scope of informatghared within
the financial sector is limited, and as infrastanetinstitutions,
CBs are expected to enhance their support functoress the
financial industry.

Against this backdrop, amendments to the Creddrinétion Act and

policy improvements in the credit assessment sysi@re been

pursued through the enactment of the three magerldevs.
3.3. Key authorities and stakeholders
The credit information system in Korea operatesanradstructured legal and regulatory
framework that provides licensing and oversighty Kegulatory components include:
a. Credit Information Use and Protection Act
b. Enforcement Decree

c. Enforcement Rules
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d. Supervisory Regulations on Credit Information Irtdys

The primary supervisory authorities are the Finan8ervices Commission (FSC) and
the Financial Supervisory Service (FSS), which emsompliance and oversee the

proper functioning of credit information services.

In the context of Korea's credit information sysieseveral key authorities and

stakeholders play crucial roles in its governan @eration:

a. Financial Services Commission (FSC)The FSC is the primary regulatory body
responsible for formulating and implementing p@grelated to financial services,
including credit information. It oversees the liserg of credit bureaus and ensures
compliance with relevant laws.

b. Financial Supervisory Service (FSS)The FSS operates under the FSC and is
tasked with supervising and inspecting financiatitations, including credit
bureaus. Its role includes ensuring the accuradyf@mess of credit information
and the overall integrity of the financial system.

c. Korea Credit Information Service (KCIS): As the designated credit information
concentration agency, KCIS collects and managekbténéormation from various
financial institutions. It plays a vital role in gigggating data and providing it to
credit bureaus and financial companies.

d. Personal Credit Rating System Verification Committe: A committee
responsible for ensuring the accuracy, transparearay fairness of personal credit
rating systems. Established under the KCIS, thismiitee oversees and evaluates

personal (including SPCR) and sole proprietor ¢neding companies. The
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committee conducts annual evaluations of creditisgsystems, and report the
result to the Financial Services Commission (F8@)ch then discloses the
findings to the public through FSC’s website.

. Credit Bureaus (CBs) Various private credit bureaus operate in Kopeayiding
credit scoring and information services. Thesetiestassess creditworthiness based
on the data they collect and contribute to theitiefbrmation ecosystem.
Financial Institutions: Banks, insurance companies, and other lending
organizations rely on credit information to makedmg decisions. Their
participation in the credit information system ssential for its effectiveness.

. MyData Company: A company that allows consumers to consolidateraanage
their credit, financial, and certain non-finandalta from various institutions on a
single platform. Consumer have the right to datagiality by choose which data
could be share to a third party from a data pravide

. Data Agency An entity designated by the Financial Servicesn@uassion to
securely combine data sets from credit informatiompanies and third parties,
ensuring compliance with data protection standdrasigh anonymization or
pseudonymization. It evaluates the appropriateaeasonymization and
implements risk management systems to addresstbtesks. Combined data is
transferred in a pseudonymized or anonymized sbgbeotect consumer privacy.
Data Provider: A companyresponsible for storing and managing alternativa da
sources. In Korea, these data providers not orgplglessential non-traditional
data points for alternative credit scoring modelsdiso play a vital role in

transferring consumer data to licensed MyData canesa This data-sharing
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enables MyData companies to provide consumersamithified view of their
financial and credit data, further supporting credsessment and consumer data
ownership.
3.4. Policy Initiative for Alternative Data and MyData i n Credit Scoring
Korea's amendments to the Credit Information UseRmotection Act are reshaping the
credit scoring ecosystem by diversifying creditdaur licensing and introducing
MyData companies as illustrated in Figure 9. Presiy, all credit bureaus operated
under a single license, but now, the Act enablesiafpized licenses to support distinct
roles, enhancing flexibility and competition.
This reform also integrates MyData companies, whgdregate personal financial data,
including alternative sources like telecommuniaagiand utilities. By allowing
consumers greater control over their data, thigpolot only modernizes credit scoring
with non-traditional data but also supports finahgiclusion by accommodating
individuals with limited credit histories.

Figure 9. Credit Information Use and Protection Act
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3.4.1. Encouraging the Emergence of Innovative New Playemmnd Segmentation
of Credit Bureau Functions
3.4.1.1.Introduction of the MyData Industry

The financial sector systematically manages ardesipersonal credit

information; however, individuals often find therh&s unable to

effectively manage their own data. There is a lafckctive engagement
in exercising information sovereignty (the rightseelf-determination
regarding personal data), as evidenced by limiegdests for interest
rate reductions and appeals for credit score ctiorex To enable
individuals to take a proactive role in managing atilizing their

credit information, the introduction of a MyDatalirstry in the

financial sector is essential. The main purposedyddata
establishment are:

a. Integration of Personal Credit Information. The MyData
initiative aims to consolidate personal credit infiation scattered
across financial institutions and public agendiasilitating the
ability for individuals to access, manage, andzagithis
information in a comprehensive manner. This int@adraws
inspiration from the European Union’s General Cratatection
Regulation (GDPR), which introduced the right téedaortability,
and the Revised Payment Services Directive (PSB@Eh
includes provisions for Account Information Servieeviders

(AISP). Through the establishment of the ‘rightequest credit
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information transmission,” MyData businesses wdldble to easily
collect data from financial institutions and puldigencies.
Lowering Barriers to Entry . To foster competition and innovation
within the MyData industry, the initiative sets animum capital
requirement of 500 million KRW while minimizing thevestment
requirement for financial institutions (previousigt at 50%). This
approach aims to lower barriers to entry for newkaparticipants.
Role of MyData Service Providers MyData Service Providers
will assist individuals in managing their creditdmmation based on
the data they collect. They will be empowered fergbersonalized
product recommendations and financial product cbinguservices.
Additionally, MyData Service Providers will be aotized to
perform activities such as representing individualsformation
correction requests, providing investment advisanvices, and
offering financial product consulting.

Ensuring Data Protection and Security Establishing a secure
service delivery system that prioritizes data ptoem and security
is critical. The transmission of personal credibrmation will be
designed to minimize the risk of misuse and ab@igeisonal data.
Measures will include robust identity verificatiprocesses and
mandatory liability insurance to address potertdéath breaches.
Empowering Individuals with Control Over Their Data. The

MyData initiative will create a foundation for reting control over
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credit information, which has traditionally beenmaged and
utilized by financial institutions and credit buosaback to
individuals as the data subjects. This shift wiipower individuals
to actively manage their credit profiles, leadioghe provision of
more personalized and equitable financial services.
3.4.1.2.Introduction of SOHO Credit Bureaus for Individual Business
Owners
Individual business loans possess characteristatsritertwine both
personal and corporate lending; however, therenistable deficiency
in credit assessment systems that reflect the eratfuibutes of
individual entrepreneurs. As of the end of July@Ghere were
approximately 6.63 million individual business ows)ewith individual
business loans amounting to 598.4 trillion KRW #athe end of 2017.
To address the unique characteristics of indivitweiness loans, a
new credit bureau for individual business owne@H® CB) will be

established. This initiative aims to:

a. Allow Entry of New SOHO Credit Bureaus. The SOHO credit
bureau will be officially established, permittingwm entrants into
the market. The minimum capital requirement is psgul to be set
at 5 billion KRW, in line with that for personaledit bureaus.
Efforts will be made to enhance the sharing of jpuséctor

information regarding individual business owners.
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b. Integration with Card Companies: Card companies that possess
comprehensive data on individual businesses widlllmved to
operate as dual entities, acting as both credédus and card
issuers. These companies hold detailed sales ebgroherchant,
as well as information on individual business caaingk and
incident history, enabling a thorough evaluatioto$iness growth
potential. Card companies will be able to providedd assessment
results for individual businesses to banks andrdthancial
institutions or use them in their internal assesgmeodels.

c. Regulatory Measures Against Unsound Business Pracés
Regulations will be put in place to prevent unsobuodiness
practices, such as discrimination between comnlgvargners and
non-partners and the coercion of purchasing predard services

from credit bureaus or their affiliates.

By establishing a specialized credit assessmemisinaork for

individual business owners, this initiative wilkfatate efficient

allocation of funds to small business owners wheehstruggled to

obtain financial support due to challenges in aatmucredit assessment.

Additionally, it aims to promote stable managenwdrtiousehold debt.
3.4.1.3.Introduction of Non-Financial Information Specialized Credit

Bureaus

Currently, personal credit assessments primarijyae financial

information such as loans and credit card usage #sult, individuals
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with insufficient financial history (commonly refed to as "thin filers™)

face challenges in obtaining credit evaluations.

a. Limitations of Current Credit Evaluation Systems

While individual credit bureaus do utilize non-fir@al information,
their criteria for usage are not systematic, legdlow utilization
rates. For example, some credit bureaus obtain omest
delinquency information from specific leasing aedtal companies;
however, this information is often limited to a feentities,

compromising the accuracy and fairness of credes@ments.

b. Establishment of Specialized Non-Financial Informabn Credit

Bureaus

To systematically leverage non-financial informatio the
establishment of specialized non-financial infororat credit
bureaus is proposed. These credit bureaus willsfexalusively on
evaluating personal credit using non-financial dateeh as payment
records for telecommunications, electricity, ands,gas well as

online shopping history and social media infornratio

c. Regulatory Adjustments for Non-Financial Information Credit

Bureaus
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To encourage the entry of these specialized credglieaus, the

following measures will be implemented:

o Lower Capital Requirements: The minimum capitaursgment
will be reduced from 5 billion KRW to 2 billion KRWbr credit
bureaus utilizing structured data (such as payniestories
from telecommunications companies) and to 500 omlliKRW
for those analyzing unstructured data (such asakouedia
information).

o Exemption from Financial Institution Investment @bkions:
The requirement for financial institutions to hat least 50%
equity will be waived to alleviate entry barriers.

d. Regulatory Compliance and Prevention of Unsound Busess

Practices

These new credit bureaus will be subject to theesarformation
protection regulations as existing credit bureaAdditionally,
measures will be put in place to prevent unsoursihiess practices,
such as unfairly inflating credit scores for cusessof affiliated

companies.

e. Enhancing Financial Accessibility for Underserved Bpulations

By utilizing alternative credit assessments basecdaon-financial

information, this initiative aims to improve finaat accessibility
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for individuals such as recent graduates or homensawho lack
extensive financial history. Individuals who conmeigly pay
telecommunications and utility bills will see impements in their

credit scores, thus enhancing their financial @atisn conditions.

3.4.2. Al Governance and Operational Guidelines in KorearFinancial Services
In July 2021, the Korea Financial Services Commnis$FSC) introduced The
Korean Financial Al Operation Guidelines to bolgtablic trust in Al-based
financial services while continuing to promote imation in the financial
industry. The guidelines provide clear directivesglanning, developing,
operating, and monitoring Al systems. The guidaiapply to financial
institutions and non-financial companies offeringafcial products or services

through Al, such as credit evaluations and prodemdmmendations.

To uphold ethical Al practices, the guidelines riegtinancial institutions to
establish robust governance frameworksThis includes defining roles,
responsibilities, and authorities of members iradéhroughout the entire
process of the Al system and, where necessaryjrigral ethics committees to
manage risks and ensure compliance with ethicatiatals. Financial
institutions should evaluate potential risks, sastbias or misuse, and design
risk management policies that include monitoringjiang, and reporting
mechanisms. Institutions must also maintain intezoatrols, particularly for
high-risk services where Al decisions significanthypact consumer rights and

interests.
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Similar to the Indonesian Al Code of Ethics, theréan Al Governance and
Operational Guidelines also outlikey ethical principles—such as fairness,
accountability, transparency, and safety—that mguste the development and
operation of Al systems. Financial companies apeeted to evaluate Al use's
social, economic, and cultural impacts, particylarlcontexts involving high-
risk services like credit assessments. Risk managepolicies must address
data accuracy, prevent bias, and include data aniaayion and

pseudonymization measures to protect consumergyriva

The guidelines outlineperational stages for managing Al systems

a. Planning and Design: Financial institutions mustuga that Al systems
align with ethical principles, evaluate their pdtahsocietal impacts, and
design mechanisms to maintain oversight and acabtlity.

b. Development: During this stage, financial instibas must investigate the
quality, reliability, and fairness of data usedintraining. They must take
steps to prevent misuse of sensitive data, suobtasing prior consent or
taking de-identification measures when the Al systeses sensitive
information. Financial institutions must incorp@&xplain-ability features
into Al models for customer-facing applications.

c. Evaluation and Verification: Financial institutioase tasked with
evaluating the Al performance metrics that balagtbécal considerations
with performance and fairness target level. Fagresluation indicators
must be monitored to identify and correct imbalayemsuring Al systems

operate equitably.
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d. Operation and Monitoring: Regular performance nmaimty, security
checks, and updates are mandated to ensure wileth&l system has
potential for misuse or abuse, such as data contdion attacks and
hostile attacks by customers or third parties atrdduce measures to
minimize misuse and abuse within the availablenetdgy range.

Financial companies must receive regular notifosatiabout security
vulnerabilities in Al development environments, Is@&s open source-based
Al development frameworks, and strive to build st security system.

3.5. Legal frameworks on data privacy and consumer protetion

The laws related to the protection of personal itr@dformation and consumer
protection include the Personal Information PrateciAct and the Credit Information
Use and Protection Act. The Personal Informatiootd@tion Act serves as a general
law applicable without specific limitations to inglluals, locations, and matters, while
the Credit Information Use and Protection Act fumas as a special law, specifically
governing the use and protection of credit infoiioraby credit information companies,

credit information concentration agencies, anditiatbrmation providers and users.

From a legal application perspective, financialtitnions are subject to the Credit
Information Use and Protection Act, and when preices information classified as
personal credit information, the provisions of @redit Information Use and Protection
Act apply. In cases where the Credit Informationesd Protection Act does not
specifically delineate regulations, the provisiofishe Personal Information Protection

Act will apply.
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Key obligations concerning the protection of peedoaredit information under the

Credit Information Use and Protection Act inclute following:

a.

b.

Collection and use of personal credit information

Provision of personal credit information

Delegation of personal credit information procegsin

Secure storage of personal credit information

Deletion (destruction) of personal credit infornoati
Disclosure of credit information utilization system
Designation of credit information managers andrirdgecontrols

Guaranteeing the rights of credit information suatge

Highlighted below are significant aspects of therafmentioned personal information

protection provisions:

a. Principles of Personal Credit Information Colleatio

In accordance with the Credit Information Use anatéttion Act and the Personal
Information Protection Act, personal credit infotioa must be collected and
processed through reasonable and fair means withiminimum scope necessary
to achieve specific purposes. The collection ofatertypes of information, such

as individuals' political beliefs, is prohibitedder the Credit Information Use and
Protection Act. Consent from the credit informatismbject is required for the
collection of personal credit information; collewi such information without

consent must be based on a separate legal foundatio
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b. Consent for Collection and Use of Personal Craeddrimation

The distinction between mandatory and optional enhsust be explained to the
credit information subject, and consent must beaiobd for both categories.
Mandatory consent requirements should clarify thedgvance to service provision,
while optional consent should inform the subjedt tihey can choose not to agree
to the collection of information. The credit infoation subject must be informed

of the following:

1) The purpose of collecting and using personal ciatbrmation;
2) The specific items of personal credit informatiorbe collected;
3) The retention and utilization period of personadir information; and

4) The right to refuse consent and the implicationsumh refusal.

Considerations for classifying mandatory and ol@onsent:

1) Whether financial transactions with the credit mfation subject can be
established or maintained without their consent.

2) Whether the personal credit information provideditlized due to consent is
directly related to goods or services providedht ¢redit information subject
as part of a transaction with credit informatiomganies.

3) Whether the credit information subject's non-cohsewould prevent

compliance with obligations under laws or regulasio

c. Basis for the Use of Personal Credit Information
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f.

Personal credit information can only be utilizedlenthe conditions permitted by
Articles 33 and 40 of the Credit Information Acthig includes cases where it is
necessary to determine the establishment and maimte of financial transactions

or where the individual has consented to use ibtber purposes.

Consent for Inquiry of Personal Credit Information

When obtaining personal credit information from diteinquiry companies or
credit information concentration agencies, consemst be secured from the credit

information subject. The consent process must mfitre subject of the following:

1) The provider of the information;

2) The purpose of use by the recipient;

3) The specific items of personal credit informationypded;
4) The duration of the effectiveness of the consemd; a

5) The date on which the financial transaction ortreteship ends.

Basis for Providing Personal Credit Information

Consent from the credit information subject is iegpi when providing personal
credit information to others. However, it is persilide to provide such information
without consent if it falls under the exceptionglimed in Article 32, Paragraph 6

of the Credit Information Act.

Consent for Providing Personal Credit Information
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Similar to the process for collection and use,dfeglit information subject must be
informed of mandatory and optional consent requénet:m and must provide
consent for both. The mandatory consent must rdtatthe service provision,
while the optional consent must inform the subjbett they may choose not to
agree to the provision of information. The crediformation subject must be

informed of:

1) The recipient of the information;

2) The purpose of use by the recipient;

3) The contents of the personal credit informationvjgted; and

4) The retention and utilization period of the recntie personal credit

information.

4. Comparative Analysis of Indonesian and Korean Regaltory Frameworks
4.1. Comparison on The Overall Public Credit Registry aml Private Credit Bureau

Regulatory Approaches

4.1.1. Comparison on Public Credit Registry Framework
Indonesia and Korea both utilize a dual-model apginan their credit reporting
systems, incorporating Public Credit RegistriesRpP&@longside Private Credit
Bureaus (PCB). This structure allows for a compmnshe data collection and
distribution model, with public and private institans contributing to and
drawing from an extensive credit data pool. Howesgnificant differences

exist in how the PCR operates in each country,iSpaity regarding PCR
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operators, data providers and users, credit infoomacope, and report update

frequency.

4.1.1.1.PCR Operator
In Indonesia, the Financial Information Servicet®gs (SLIK) is
regulated and operated by the Otoritas Jasa Kend@¥). This setup
gives OJK direct oversight and operational contehtralizing both
regulatory and management roles within a singlgtuion. Meanwhile,
in Korea, the PCR is regulated by the FinanciaVises Commission
(FSC), while its daily operations are managed leykbrea Credit
Information Services (KCIS). This separation allaiws FSC to focus
on providing an overarching regulatory framework amersight, while

KCIS handles the practical, day-to-day functionifighe PCR.

4.1.1.2.Data Providers and Users

Korea’'s PCR data provider network is broader tmalohesia’s,
encompassing financial institutions and variousegoment/public
agencies such as the Court, National Tax Servigaisivly of the
Interior, Public Procurement Service, Korea Assahibement
Corporation (KAMCO), Credit Counselling and Recov8ervice
(CCRS), and National Health Insurance Serviceolmrast, Indonesia’s
SLIK primarily draws from financial institutionsn¢luding banks,

finance companies, securities firms, insuranceigdess, guarantee
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companies, fintech, cooperatives, and other firdmsitities offering

loans or financing.

The PCR data users also vary between the two gesnln Korea, the
data is accessible to all financial institutionsygrnment/public
agencies, credit bureaus (with exceptions for sieedd CBs handling
non-financial data), and consumers. Meanwhile, Sli#a users in
Indonesia include all financial institutions, prigaredit bureaus, some
government institutions permitted by law (e.g., €a&rBank, Central
and Regional Government bodies, Indonesia Depositrance
Corporation, Courts, Financial Transaction Repant$ Analysis Center,
and law enforcement). In addition, non-financiatitutions could
request SLIK information on limited purposes suslemployee
recruitment, partnership, vendor selection, or o#go#ivity that require a

proof of credit integrity.

4.1.1.3.Scope of Credit Information
Indonesian SLIK provides more granular credit infation from
financial institutions, covering debtor informatiguch as address,
national ID, business owners, and directors), betails (including
outstanding amounts, quality, sector, type, intena®, and delinquency
causes), collateral information, and debt guarantéithough Korean
PCR data from financial institutions includes deldormation,

outstanding loan data, quality, delinquencies, detat guarantees, it
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lacks the same level of detail found in Indonesg'$K. However, the
scope of overall data provided by Korea’'s PCR isenextensive since
Korean government/public agencies also contribateable information
to the registry. The Korean government/public agesnprovide

information as follows:

Name of agencies Information Provided
Courts Bankruptcies, Debt Exemptions, Individual
Rehabilitation, List of Defaulters, etc.
National Tax Service National Taxes in Arrears
Korea Customs ServiceCustoms in Arrears
Ministry of the Interior | Local Taxes in Arrears, Information on the

and Safety Deceased, National ID Number Changes, etc.
Ministry of Overdue Wages

Employment and Laboy

National Health Employment Insurance and Worker’s
Insurance Service Compensation Insurance in Arrears

Credit Counseling & | Credit Recovery Information
Recovery Service

Source: Korea Credit Information Services

4.1.1.4.Report Update Frequency
The frequency of report updates represents ank#yedistinction.
Korea’s PCR updates on a daily basis, allowingrfoma institutions to
perform timely credit scoring and effective riskmagement.
Information providers to the Korean PCR also hagewen-day window
to make any necessary revisions. In contrast, Sig#ates on a monthly
basis, which introduces delays for financial ingigns seeking up-to-
date credit information on their debtors. This gietaparticularly

challenging for fintech and banks that offer stiertn credit products,
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such as buy-now-pay-later or peer-to-peer lendisghey need real-
time credit data to assess total loan exposureaiety. To mitigate this
issue, the OJK has introduced a Fintech Data Centech provides
prospective borrower credit histories updated daitfering fintech
firms a more updated visibility into the creditwiartess of potential
borrowers.
4.1.2. Comparison on Private Credit Bureau Regulatory Framework
In both Korea and Indonesia, Public Credit Reg@st{PCRs) gather credit data
from financial institutions, but Private Credit Baus (PCBs) are essential for
effective risk management and expanding finanaieluision. PCBs add value
by aggregating, analyzing, and enhancing credirmétion. Both countries
have regulatory frameworks to govern PCBs, withreigit by their respective
financial regulatory authorities: the Financial \8ees Commission (FSC) in
Korea and the Financial Services Authority (OJK)ndonesia. Despite this
common ground, there are significant differencesaoh country’s PCB
regulations regarding license types and data seuncaccess.
4.1.2.1.Types Of Credit Bureau License
Originally, PCBs in Korea operated under a singlerise type, similar
to Indonesia. However, with recent amendmentsedtedit
Information Use and Protection Act, Korea now cfferultiple PCB
license types, tailored to different market needs:
a. Personal Credit Rating: Focuses on individual ¢rechbres and

creditworthiness.
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b. Specialized Personal Credit Rating: Processesiaddittypes of
data, including unstructured data or large volupfestructured data.
c. Sole Proprietor Credit Rating: Assesses the crexdlitiness of
individual business owners.
d. Corporate Credit Inquiry: Divided into three typEsservice:
i. Corporate information inquiry: providing credit arfation to
indicate the details of transactions and capadity aprporation.
ii. Corporate credit ratings: generating a corporatditrating by
assessing the credit standing of a corporation.
iii. Technology credit ratings: assessing the creditdétgy and the
value of technology of a corporation.
Each license type has distinct minimum capital nespients as
illustrated by Figure 10, further structuring thredit information market
based on specialization and investment thresholds.

Figure 10. The Minimum Capital Required for Credit Bureau

Credit
Information Credit Information Act (Amendment)
Act (Previous)
o . Minimum Capital
Permission License type (KRW)

Individual CBs 5 billion

Specialized CB for non-financial

information: unstructured data (SNS efc.) adthulllod
Creditinquiry Specialized CB for non-financial
business information: large amount of structured 2 billion
5 billion data (telecommunications etc.)
Individual business CBs 5 billion
Corporate credit inquiry 500 million
Corp_orat_e e Corporate credit rating 2 billion
inquiry
Technology credit rating 2 billion

T s oo
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Source: Credit Information Use and Protection Act

Meanwhile, Indonesia has a single license typéfoBs, known as
Lembaga Pengelola Informasi Perkreditan (LPIP) eui@0K
Regulation No. 5/POJK.03/2022. The licensed LPiekide PT
Pefindo Biro Kredit, PT Kredit Biro Indonesia Jagad PT CRIF
Lembaga Informasi Keuangan. LPIPs initially focusedcredit histories
through SLIK and borrowers’ financial data. Witletamendment of
OJK Regulation concerning LPIP, LPIPs start to rpooate more
diverse data sources into their credit scoring nsodiesides LPIP, there
are alternative credit scoring providers, or ACBRters, emerges to
provide credit scoring assessment by solely udtegrative data. ACS
Providers are governed under OJK Regulation Nd.2ZD24 related to
Financial Sector Technology Innovation (FSTI), whao not grant

them access to SLIK database.

4.1.2.2.Business Activities
Indonesian credit bureaus (LPIP) focus on corevitiets like collecting
and processing credit data and other relevanttdgieovide credit
scoring, credit ratings, and generate value-addeditanformation.
These activities are primarily centered on consuenedlit assessment
using traditional credit data, such as financiahgactions and

borrowing history, with an increasing use of altgivie data sources.
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Meanwhile, Credit Bureaus in Korea, depending entyipe of credit
rating company which is personal, sole proprieddEME), corporate,

engage in a broader range of business activities.

Figure 11. Business Activities for Private Credit Bireau in Korea

B2B : Consumer Credit Evaluation B2B : MSME Credit Evaluation

/ Credit Ware / Risk Assessment Ware
| s Value-up Ware ¥ Repayment Capacity Ware
i ¥ Fraud Ware: | v Watch Index & Monitoring Ware
; i v Alternative Information Ware | Alternative Information Ware

/ Consulting & Solution Services

B2B : Business Credit Evaluation B2C: Consumer Service

| ¥ Biz-Ground : Corporate ciedit ratings, corporate | v AllCredit : B2C Web & Mobile
credit reports (designated as a credit rating | ¥ Mobile Authentication
agency by the Public Procurement Service) ¥ i-Pin Service

f ¥ Corporate Growth Support Ware: Credit |
management for biz partners, CEO credit ratings |

B2B : Big Data Business B2B : Consultation & Solution

¥ Real Name Verification

/ KCB Big Data Store L Credit Scoting Consultation
| v GRANData Business - Data DAM Biz | ¢ Artificial Intelligence Modleling Technology
| v K-Atlas : Big Data Solution & Service | ¥ Analytic Solution Business

v Alternative Big Data Service

Source: Korea Credit Bureau

According to KCB product & service line, KCB proes more than 100
products & services, which include more than 6@dent credit scoring
model services. The business operations of Privegdit Bureaus
(PCBs), particularly in the realm of individual dieevaluation,
encompass the development of a wide range of ssrbieyond basic
credit report. These services are employed by &i@himstitutions to
enhance their credit evaluation and decision magnogesses. For

example of KCB, the Credit Ware product line priityagvaluates a
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custome’s willingness to repay, while the Value-Up Wardeeixtends

this capability by assessing repayment capacitybemavioral
tendencies. This includes offerings such as incestienation models,
the K-DSR (Korea Debt Service Ratio), and varicamisg tools that
aid in credit limit determination and customer mggraent decision-

making.

Additionally, PCBs provide comprehensive fraud deta and
prevention solutions. In case of KCB, these inclseevices aimed at
mitigating loan application fraud (Namely A-Fraudjedit card
transaction fraud (T-Fraud), electronic transacicams (E-Fraud), and
voice phishing scams. Together, these offeringsess$dooth credit risk
and fraud risk management, providing a holisti¢esaf services and

solutions to financial institutions.

The extensive array of scoring and analytic proslotfered by PCBs is
underpinned by their proprietary expertise in sapand modeling,
leveraging Al-driven solutions and the technicalraen of data
scientists. These professionals support key busiaetsvities, including
consulting on the development of in-house model$ifancial
institutions and delivering tailored solutions.tims background,
capacity building for both man-power & analyticheology are very

crucial for PCBs business activity expansion artthenement.
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Recently, PCBs have expanded their scope beyodtidraal financial
credit information. Under the framework of the Spézed Personal
Credit Bureau business license, they actively dgvahd deliver
alternative credit assessment models and prodLicese are designed to
serve both individuals and sole proprietors, tilizhig data to innovate

in the area of alternative credit scoring.

In general, the activities of Private Credit Bureawve structured around
four primary business domains, each aligned witdtiige licensing
categories. These activities reflect the evolvivlg of PCBs in
advancing financial analytics and risk managemeahi increasingly

data-driven financial ecosystem.

The Personal Credit Bureau (PCB) business primamiglves
collecting information necessary to assess an icdal's
creditworthiness, evaluating their credit status] providing the
results—including personal credit scores—to maiimgncial
institutions. The Specialized Personal Credit Bureasiness focuses
exclusively on handling non-financial informatiomie excluding
financial data from its operations. This businessleh provides
alternative credit evaluation services by leverggion-financial
information as its primary resource. The Sole Retpr (or Individual
Business) Credit Bureau business specializes laatwilg information

necessary to assess the creditworthiness of sopeigtors or individual
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businesses, evaluating their credit status, andetilg the results to
mainly financial institutions. The Corporate Crelitreau (or Credit
Rating) business is categorized into three maimatjpmal areas:
corporate information inquiry services, corporaedd rating services,

and technology credit evaluation services.

Figure 12. Credit Bureau License and Licensed Playen Korea

Credit Bureau License Type & Licensed Player

Personal Credit Bureau

» KCB, NICE Info, SCI Info, KODATA

Specialized Personal Credit Bureau
» KCB, Telco CB, CrePASS,

Sole Propriety(or Individual Business) Credit Burea

» KCB, NICE D&B, ECREDIBLE, KoDATA, NICE Info, SCI
Info, ShinhanCard, KB Kookmin Card, BC Card, KC&n&ung
Carc

Corporate Credit Bureau

[Corporate Information Inquiry]
» KoDATA, NICE Info, ECREDIBLE, KCB NICE D&B, SCI
Info, TechFinRatings, BC Card

[Corporate Rating]
» ECREDIBLE, , KoDATA, NICE Info, KCB ,NICE D&B, SC
Info, TechFinRatings,

[Technology Rating]
» ECREDIBLE, KoDATA, NICE Info, NICE D&B, SCI Info
K-TCB

Source: Credit Information Fid®mr Association
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Aside from credit scoring and rating services samib services
provided by LPIP, PCBs in Korea are involved inesal concurrent

business affairs, such as:

a. Claims collection: Korean credit bureaus can alsgage in credit
collection, providing a wider array of services foanaging
defaulted accounts.

b. Identification services: These companies may pmdentification
services related to data security and authenticatio

c. Asset management: Corporate credit inquiry comgaca® manage
asset-backed securitization.

Another notable business activity is the presericeahnology credit

ratings that assess the value of a company’s téotical assets and its

ability to generate value from them. This type @iring helps to
evaluate companies in sectors where technologys@ayitical role in
determining creditworthiness, offering a more modand granular view
of financial health.

4.1.2.3.Data Sources and Access

Korean Private Credit Bureaus (PCBs) have progrelysexpanded

their data collection efforts within the privatees® to enhance the

credit risk assessment capabilities of financiatitntions. A defining
characteristic of Korean PCBs is their differen¢iatfrom the Public

Credit Registry (PCR), known as the Korea Crediiimation Services

(KCIS). Unlike PCR, which aggregates nationwidelirdata under
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regulatory mandates, Korean PCBs have built a ctitiyeeedge by
utilizing proprietary data collection formats totiger financial
information directly from financial institutions.

While PCR benefits from comprehensive national cage of credit
data, Korean PCBs focus on collecting more detgitesitive credit data
from financial institutions including credit carayment behavior data,
detailed personal data, income, job information Atso, Korean PCBs
collect more recency data. For instance, in tise cd delinquency
information, PCR collects and provides data on {tergh delinquencies
exceeding 90 days. In contrast, Korean PCBs gatiat-term
delinquency data (5 business days or more) dasisideom financial
institutions, offering granular and timely inforrat to their members.
Moreover, Korean PCBs excel in collecting urgeatt-related
information on a near-real-time basis. In recertryethey have
expanded into non-financial alternative credit infation services and
alternative credit scoring through business collations with non-
financial data-holding entities. These collabonagi@allow Korean PCBs
to develop and deliver innovative services by lagerg non-traditional
datasets.

Additionally, Korean PCBs have utilized B2C servatennels to
collect in-depth financial and non-financial infaation directly from
consumers. This includes data categories suchea®temunications,

utility usage, e-commerce activity, real estatdéfucal activities, vehicle
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navigation and operation, and e-toll transacti@ysintegrating these
diverse datasets, Korean PCBs are extending tlipttata ecosystems
beyond traditional financial information, buildimgcomprehensive
picture of individual lifestyles and behaviors tgpport advanced credit

assessment and risk management.

Figure 13. Alternative Credit Scoring Business Expasion in Korea

Evolution through Altemative Data

- Exploring biz potential with new altemnative data

= MyData Biz Data » SME(MSME) Electricity Behavior Data
e
I i i
s E\% S~
=S TJ’ = Pubic Mobility Data [t Evolution

Still
In Progress

.ﬂ e
From K4 SMEs Fedrution

= Self-Employee Truck Driver

*= Public Data (National Pensipn, Taxjoffice) Behavior Data

i =i
* Cultural Information = Driving Mobility Data
» Utility Transaction Data

~ | = Telco Data

Source: Korea Credit Bureau

Also, Korean PCBs benefit from a comprehensive datevork, with
access to diverse data sources enhanced by tidisgtsteent of MyData
companies and PCR. The MyData companies are liddnsaggregate
personal financial data from various sources, iclg consumer data in

all financial institutions and alternative datayaders, thus broadening
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the data accessible for credit assessments. Fomtiney the PCR in
Korea collects data not only from financial indibis but also from
government and public agencies. This expanded siatlesvs Korean

PCBs to have a more robust and accurate credinhgcaoodel.

In Indonesia, LPIPs more rely on SLIK and finanamebrmation as

their basis of credit scoring. Meanwhile, ACS Pdars are not have
access to SLIK, thus their data source for cremtiting are limited to

use alternative data such as utility payment res;aedlecommunications
data, social media usage, payment data, e-comrdatagand other
information that can help evaluate the behaviahefprospective debtor.
This limitation prompts innovation but restricts 8@®roviders in

comparison to the broader data sources availal{eiea’s framework.

4.2. Comparison on Alternative Credit Scoring Institutions Regulatory Framework
4.2.1. Business Activities

The business activities of Korean Specialized RetlsGredit Rating (SPCR)
entities and Indonesian Alternative Credit Sco(iAGS) Providers reveal
significant differences in scope and regulatorynfesvorks. Indonesian ACS
Providers can operate in individual and SME markatewing them to address
a wider demographic. This inclusive approach aligit Indonesia'’s financial
inclusion goals, particularly for underrepresergealips such as underbanked

and unbanked individuals and SMEs. By leveragiterative data sources,
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Indonesian ACS Providers contribute to bridgingdhae for businesses and

individuals who might otherwise lack access toitradal financial services.

Unlike their Indonesian counterparts, Korean SP@MRies have a unique role
in the credit rating industry. They are primaribctised on serving individual
consumers, as defined by the Credit Information &rseProtection Act. This
regulatory limitation narrows their operational isdo personal
creditworthiness assessments, leaving the SME sdggmanother type of
credit bureau (Credit Bureau for Individual Bussle$iowever, this limitation
does not hinder their ability to engage in a broagectrum of business
activities. Both Indonesian and Korean regulatialhmv them to engage in
businesses that add value to users, such as fraumdng, consumer profile
mapping, and monitoring and consumer evaluationwéder, Korean SPCR are
allowed to provide credit scoring and claim coliectbusiness, develop and sell
computerized processing systems, solutions, arid/aa, and provide
consultations based on personal credit informatidis regulatory flexibility
supports innovation and the development of sopaited financial products

tailored to individual needs.

On the other hand, Indonesian ACS Providers operader stricter boundaries.
Their business activities are primarily focusedpooviding credit scores and
processing alternative data for governance andmehagement purposes.
While these constraints ensure a focused and regludgproach to data

utilization, they may also restrict the ability ACS Providers to diversify their
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4.2.2.

offerings or introduce innovative products and leinthe agility ACS Providers

need to compete in an increasingly dynamic findrsgavices environment.

Data Source

The comparison of data sources between Korean Sp@iies and Indonesian
ACS Providers also highlights notable differencedata ecosystem robustness
and accessibility. Both entities share a limitatiothat they cannot access the
Public Credit Registry (OJK's SLIK and KCIS’s PCRhis restriction reflects

a regulatory approach designed to maintain datédmntiality and ensure only
authorized entities, such as primary credit burgeas directly interact with the

registry.

Despite this shared limitation, the credit inforraatecosystem supporting
Korean SPCR entities is significantly more robbsintthat of Indonesian ACS
Providers. Korean SPCR entities benefit from actesswell-established data
ecosystem that includes information from MyDatav®er providers and a
sophisticated open banking framework. The MyDaitgaiive in Korea enables
individuals to share their financial informatiorcaeely with third-party
providers, creating a seamless flow of consumedneaitted data. This system
enhances the breadth and depth of data availallB@R entities, enabling
them to offer more precise and comprehensive cratiitgs. Additionally,
Korea's advanced open banking infrastructure fat#$ financial data
integration from various institutions, includingrs, credit card companies,

and fintech providers. This interconnected systasuees that SPCR entities
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have access to high-quality, real-time financiagagdéurther enhancing their

ability to assess individual creditworthiness effifesly.

In contrast, Indonesian ACS Providers, while hawargyoader mandate to
include SMEs in addition to individuals, operateha a less integrated data
ecosystem. Although they can leverage alternatita ffom diverse sources
such as utility payments, telecommunications, andramerce platforms, the
absence of a well-connected system like Korea's &lgland open banking
framework limits the consistency and quality of tega. This disparity poses
challenges in creating reliable and standardizeditscores, particularly for
SMEs, where data may need to be more structuredeadily available.

4.2.3. Credit Scoring Result
Data scoring results between Korean SPCR entitiddradonesian ACS
Providers reveal similarities and differences sapetheir regulatory
frameworks. Indonesian regulations explicitly defthe minimum requirements
for credit scoring results, mandating that scorestrinclude information
presented in the form of symbols, letters, colorsjumbers accompanied by a
brief explanation of the score. This clear regulatpuidance ensures that the
scoring outputs are accessible and understandablkgets, promoting
transparency and usability in the credit assessprextss. Korean regulations
do not specify a standardized format or minimununesments for presenting
credit scoring results. This absence of expliduieements allows Korean
SPCR entities greater flexibility in designing grésenting their scoring

models, enabling them to tailor their outputs t® tieeds of financial
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4.2.4.

institutions and individual consumers. Howevers tiexibility may also result
in variability in how scores are interpreted acrdigferent entities and users,

potentially complicating standardization efforts.

Despite the differences in their regulatory framewpboth Korea and
Indonesia share a commitment to ethical creditisggractices. They prohibit
the use of data from unknown or potentially dis@niaory sources, such as
ethnicity, religion, or race, in the scoring pragethis shared commitment
reflects a mutual goal of promoting fairness artdgrity in credit assessment

practices while safeguarding consumer rights ana fd@&ness.

Licensing Process

The licensing and regulatory scope for Indonesi@sA°roviders and Korean
SPCR entities reflect contrasting regulatory frameks tailored to their
respective financial systems. The licensing regutatfor ACS providers in
Indonesia have evolved over the years. Initiallyegoed by OJK Regulation
concerning Digital Financial Innovation, this frammk was revised through
OJK Regulation concerning Financial Sector Techgylanovation (FSTI).
Under the FSTI framework, Prospective FSTIs areired to enter a regulatory
sandbox as an initial step. This sandbox phasealtbe Providers to conduct
trials and develop innovations according to thé pém in a controlled
environment. After the sandbox, OJK evaluates ®€lfparticipants and
determines whether they pass or fail. Upon sucabggfassing the sandbox

assessment, participants have two pathways: thegitizer register their
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business with OJK or proceed directly to the litegprocess if specific OJK
regulations on their business models have beeblsttad. Prospective FSTI
Providers with the same type of FSTI business masi¢hose who have passed
the sandbox could skip the sandbox process an@@ddo the registration or

licensing process.

Until November 2024, the regulation on ACS provedeas not been established,
but 10 ACS Providers have passed the sandbox. fbner@rospective ACS
providers can proceed until the registration precésce the OJK Regulation
regarding ACS Providers has been establishedgetfistered ACS Providers
could proceed to the licensing process. Accordinipé OJK Regulation Draft
regarding Alternative Credit Scoring Providerseathe licensing process is
approved, ACS providers must secure a registratotificate as electronic

system operators before commencing their busiressties.

In contrast, Korea adopts a direct licensing pre¢esSPCR entities without
the preliminary sandbox phase. SPCR entities agliptetly for a license under
the Credit Information Use and Protection Act, whk flexibility to obtain
multiple licenses for various activities or engagether business domains.
This streamlined process supports Korea’s focu®stering innovation and
encouraging a competitive, diverse personal cratiihg services market. The
licensing framework allows SPCR entities to exptrar operations beyond
credit scoring, reflecting Korea’s goal of leveragitechnological

advancements in data analytics and financial sesvic
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4.2.5. Data Management
Indonesia and Korea share similarities in theiutagry frameworks for data
management, reflecting a mutual commitment to englgecure and ethical
handling of personal information in the alternativedit scoring ecosystem.
Both countries emphasize robust data privacy aotéption measures
underpinned by comprehensive legal frameworks. Botintries mandate the
appointment of dedicated data protection persotmneVersee compliance and
manage risks. In Indonesia, entities must desighateonal Data Protection
Officers, while Korea requires Credit Informationlinistrators or Guardians.
Although the roles differ slightly in scope, theg @rucial in ensuring

compliance with regulatory standards and proteatomgsumer data integrity.

A focus on risk mitigation is another area of cagemce. Indonesia and Korea
require organizations to implement measures teptatata from unauthorized
access, breaches, and misuse. While Korea emphgseadonymization and
anonymization practices, Indonesia mandates enoryphd secure storage that
are aligned with its cybersecurity guidelines. Desthese differences in
approach, the underlying goal of minimizing ris&escbnsumer data is

consistent across both countries.

Indonesia and Korea regulatory frameworks also ealeofor data retention
policies that align with the original purpose ofalaollection. This ensures that

data is not stored indefinitely, reducing risksoasated with prolonged

76



4.2.6.

retention. ACS Providers in both countries are meguto securely delete or

anonymize data once it is no longer needed.

However, a significant difference in their regulgtéramework is Korea's
establishment of a Data Agency, a unique featwaedignificantly enhances the
accuracy of credit scoring. This agency servesiastarmediary, combining
datasets from various data providers and transfgthiem to SPCR companies
in a pseudonymized or anonymized format. By praxgdtombined data sets,
the Data Agency enhances the SPCR entities' scor@tigod to make a more
accurate prediction of debtors' creditworthinesagialternative data.
Alternative credit scoring providers use Atrtificiakelligence (Al) and Machine
Learning (ML) methods to generate scores. Theretbeemore data collected,
the more accurate the result. Indonesia, by canteaks a comparable entity,
leaving individual alternative credit scoring prdeis responsible for collecting
and processing data directly from various souns®s;h may create

inconsistencies and elevate privacy risks.

Artificial Intelligence Guidelines

The Indonesian Al Code of Ethics and the Koreamakaial Al Operation
Guidelines share common objectives of ensuringathiransparent, and
responsible use of artificial intelligence (Al)financial services. However,
they differ significantly in their purpose. The bresian Al Code of Ethics
provide a broad ethical framework to guide finahtg@ahnology providers on

the core principles: alignment with Pancasila @rai principle), benefits,
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fairness, accountability, transparency, and securitcontrast, the Korean
Financial Al Operation Guidelines focus on openadicand technical details of
using Al in financial institution, addressing thatiee lifecycle of Al systems
from planning, development, evaluation, to monitgrand operation. At the
same time, Korean Al guidelines also outline the éhical principles that

must be adhere in the development and operatid sfstems.

Governance is an area of contrast. Indonesia’sdvasrk relies on principles-
based oversight, encouraging fintech providersiteee to ethical values
without mandating specific organizational structura contrast, Korea
mandates the establishment of governance framewadtading Al ethics
committees within financial institutions to managks and enforce compliance.
Both frameworks underscore the need for risk miikbigaand data security, but
Korea's guidelines go further by requiring techhiteasures like
pseudonymization and de-identification of datanglwith regular updates to

Al models to prevent misuse or biases. Indone&iammework emphasizes
fairness and non-discrimination but provides lesfinical specificity in its

approach.

Transparency is a shared priority, with both frarodks requiring clear
communication about Al processes and decision-ngakimdonesia’s Code of
Ethics focuses on making Al outputs explainable arwkssible to consumers,
aligning with ethical principles. Similarly, Koreanphasizes the use of

explainable Al technologies, particularly in higek services like credit scoring,
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to ensure customers understand Al-driven decisaokshave the right to object
or seek remedies.

4.3. Data Privacy and Consumer Protection Regulations

4.3.1. Personal Data Protection Regulatory Scope

Indonesia and Korea exhibit both similarities aiftecences in their
approaches to personal data protection, reflettian distinct regulatory
priorities and the nature of their respective fitiahecosystems. Both countries
have enacted comprehensive legal frameworks tgsafd personal data, yet

they diverge in scope and explicitness.

A significant difference lies in the scope of datavered by the respective
regulations. In Indonesia, OJK's consumer protaatgulation scope extends
its reach to both personal consumer data and cateodata, while Korea's
Credit Information Use and Protection Act focusegersonal data. This
broader scope aligns with Indonesia's ACS providersiness model, which
covers individual and SME markets. In contrast,déconsidered corporate
data as public information and thus was not explicovered under Korea's

personal data protection scope.

Another distinction is the level of regulatory exfthess regarding protected
data. Korea's regulations provide a highly detdikcf the types of personal
data that must be safeguarded. This granularityres<larity for all

stakeholders, including consumers, credit bureaus regulators. In contrast,

Indonesia’'s Personal Data Protection Law (PDP laasl) OJK Regulation
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regarding Consumer Protection categorize databrgad groups such as
general data (name, address, date of birth, etd.sansitive data (biometrics,
health records, financial data, etc.). While tresgralization allows for
interpretative flexibility, but without a detaildidt reduces clarity in
implementation, particularly in sectors like altatime credit scoring where
diverse datasets are utilized.

4.3.2. Consumer Consent Mechanism
The consumer consent mechanisms in Indonesia arehKeflect a shared
commitment to safeguarding consumer data while lermgatransparent data
usage within the alternative credit-scoring ecaaystBoth countries employ an
opt-in system, meaning consumers must explicithvigle consent for every
data point they are willing to share. This approechtrasts with the opt-out
system adopted by countries like the United Statbsre consumer data can be
used by default unless they explicitly object. \Whhe opt-in system offers a
robust framework for protecting consumer rights anduring transparency, it is
generally more resource-intensive to implementdntrast, an opt-out system
might offer a cheaper and more scalable optiorcbotes with significant

trade-offs in consumer autonomy and trust.

The requirement for explicit consumer consent relmental to the regulatory
frameworks of both countries. Indonesia’s PDP L&dK Regulation (FSTI
and Consumer Protection), and AFTECH Code of Ethiltsequire consumer
consent to be specific, informed, and voluntarilyeg before personal data

processing occurs. Korea'’s regulations build os By requiring a layered
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consent process for different purposes of datakmeexample, if data is to be
shared with third parties or used for non-esseptigboses, Korea mandates
separate (optional) consent agreements beyonaitfed mandatory consent.
The law also specifies that no credit informatiompany may refuse to

provide services to a credit data subject becaoissurners do not consent to
information subject to optional consent. This distion ensures that consumers
in Korea retain greater control over how their datased compared to

Indonesia, where such granular consent processe®aexplicitly outlined.

Both countries require data controllers to notibywsumers about the collection
and use of their data. Indonesia's PDP Law mandaa¢sotifications provide
clear information on the purpose, type, relevaaocé, retention period of data
collection using accessible formats such as wriigreements or electronic
notifications. Korea’s regulation takes a more tietbapproach, specifying

acceptable notification formats to ensure relibéind transparency.

Both Indonesia and Korea mandate notification ta davners under specific
conditions, such as changes in the purpose ofutatge or data breaches.
Indonesian regulations require data controlleigfirm consumers in these
cases promptly. Korea’s regulation takes this p &tgher by obligating SPCR
entities to notify consumers not only about breaadrechanges in data usage
but also when their data is transferred to thindigs. This requirement

addresses a significant concern among Indonesiaroglers, who are often
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hesitant to give consent to financial institutiahe to the lack of clarity or

notification regarding the specific parties witlcass to their data.

Introducing mandatory notifications for data trasfin Indonesia would
significantly enhance consumer trust and confidepadicularly in cases
involving ACS Providers operating under the BussaesBusiness-to-
Consumer (B2B2C) scheme. In this scheme, ACS Peavisupport the credit
scoring processes of financial institutions suchaiks, peer-to-peer lending
platforms, or multi-finance companies without tlimsumers being aware of
the ACS Providers' involvement. Data entry and itismbring processes occur
entirely within the financial institution's inteda but are transmitted through

specific channels to the systems owned by the A@Siders.

Under this model, consumers typically only recogrizat they have applied for
a loan or financing through a financial institutidihile they may become
aware through terms and conditions that the irigtitumight share their data
with third parties, they are unlikely to know thikentity of those third parties or
the extent of data sharing. Implementing clearérrmandatory notification
requirements in Indonesia would not only addressdhransparency gaps but
also build greater consumer confidence in the AG&ystem by ensuring

accountability in data handling.

Consumer Rights
The consumer rights aspect of the regulatory fraomksvin Indonesia and

Korea is underpinned by the common principle of ewgring consumers to
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control their personal data and ensuring transgarelrhis principle is crucial in
both countries, as it allows consumers to managje data and be informed of
potential risks. However, there are distinct dégfeces in the specific rights
granted and mechanisms for exercising them, whitltbesexplored in this

analysis.

Both Indonesia and Korea recognize the fundameigtials of consumers to
access, correct, and delete their personal datseThghts, preserved in
Indonesia’'s Personal Data Protection Law and Ker€egdit Information Use
and Protection Act, enable consumers to manageunaces or errors in their
data during credit evaluation. The frameworks alsess the significance of
data breach notifications, ensuring companies ptiymgform affected
consumers. This shared commitment to transparanayal in informing
consumers of potential risks and enabling themake hecessary actions to
protect themselves, thereby keeping them infornmeldaavare. In addition, both
countries give consumers the right to access thedit score without charges

once a year.

However, differences arise in the right to withdreansent. Korea’s Credit
Information Use and Protection Act explicitly alls\wwonsumers to withdraw
optional consent for non-essential data processing) as marketing or sharing
data with third parties, without affecting theircass to essential services. SPCR
entities in Korea must honor these withdrawals gotynreinforcing consumer

autonomy. While Indonesia’s PDP Law recognizegitg to withdraw
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consent, it lacks detailed provisions on how tipiglis to different data

processing contexts, creating potential inconsts¢snn implementation.

Another dimension of consumer rights is the rightdmpensation for
violations or damages resulting from data misudereaches. In Korea, the
Credit Information Use and Protection Act specities mechanism by which
consumers can seek compensation from credit inftemaompanies or third
parties who mishandle their data. The law alsoifipe¢hat companies are
liable unless they can prove an absence of negl@eourts may consider
various factors, such as the degree of negligenddte extent of the
consumer's loss when determining compensatiomdariesia, the PDP Law
similarly provides for consumer compensation faladaisuse or breaches, but
it lacks detailed procedural guidelines or explogthod for calculating and

enforcing compensation.

Alternative Credit Scoring Providers Obligation on Data Privacy and
Consumer Protection

The obligations of Alternative Credit Scoring (AQ8pviders regarding data
privacy and consumer protection are a critical elehof the regulatory
frameworks in both Indonesia and Korea. These abtigs reflect a shared
commitment to ensuring that ACS providers operasponsibly, transparently,
and securely while balancing innovation with consutnust. However, the
specific requirements and implementation stratediiésr between the two

countries, reflecting their unique regulatory larejses.
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In both Indonesia and Korea, ACS Providers mustempnt robust data
protection measures to ensure consumer data'sleatifility, integrity, and
security. In Indonesia, OJK's FSTI Regulation maeslighat FSTI (including
ACS providers) encrypt sensitive data, establiglusestorage facilities, and
implement disaster recovery systems to safegudedadminst breaches or
unauthorized access. Similarly, in Korea, the Griedormation Use and
Protection Act requires providers to adopt techinitanagerial, and physical

measures to prevent unauthorized access, altesabodata destruction.

Transparency is another shared obligation, witlh loountries requiring ACS
providers to disclose how consumer data is coltegeocessed, and used. In
Indonesia, ACS providers must clearly inform constsrabout the purpose and
scope of data collection and ensure that consuoresent is obtained before
processing data. Korea’s framework builds on tlyisdguiring providers to

offer detailed explanations of how data contributesredit assessments,
including disclosures about algorithms and sconregghodologies. This
additional layer of transparency ensures that coessi in Korea are better

informed about how their personal information isdign credit evaluations.

A key difference lies in the obligation to educatel empower consumers.
Korean regulations strongly emphasize consumer ampoent, requiring ACS
Providers to ensure that consumers are aware iofritjiets, including their
ability to access, correct, or delete data, anslitiedraw consent for non-

essential (optional) data processing. This edueatiten includes guidance on
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understanding credit scores and managing finaheilth. In Indonesia, while
ACS Providers are required to obtain informed caohaed provide general
information about data usage, there needs to be sraphasis on proactive
consumer education. Strengthening this area couldrece financial literacy
and consumer empowerment in Indonesia, leadingore mmformed and

empowered consumers.

4.4. Distinctive Key Stakeholders in South Korea'’s Credilnformation Ecosystem
South Korea’s credit information system benefigggicantly from the coordinated
roles of the Personal Credit Rating System VetticcaCommittee, the Data Agency,
and the MyData Service. The committee ensures pafsoedit rating systems'
integrity, fairness, and transparency by verifyimglerlying data, assessing model
stability and predictive power, and safeguardingstoners' right to understand their
credit scores. Meanwhile, the Data Agency and MglCs#rvice play complementary
roles in fostering innovation and ensuring the secnanagement of credit-related
information. The Data Agency combines and anonysdaga from multiple sources,
enhancing the accuracy of credit scoring modeldewthe MyData Service empowers
consumers to manage and share their financialsgéatarely. Together, these entities
protect consumer data, promote transparency, asioleestakeholders to leverage data
effectively for financial decision-making, contrifng to a robust and inclusive credit
ecosystem.

4.4.1. The Role of Personal Credit Rating System Verificabn Committee
In Korea's credit information ecosystem, the Peatb@nedit Rating System

Verification Committee plays a critical role. Itnesponsible for ensuring the
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accuracy, transparency, and fairness of persoedltaating systems.
Established under the Korea Credit Information Bes/(KCIS) as mandated
by the Credit Information Use and Protection Alsis tommittee oversees and
evaluates personal (including SPCR) and sole petuprcredit rating companies.
Its primary goal is to uphold robust and consunetgc credit evaluation
practices, thereby fostering trust and confidenaheé credit information system.
The committee conducts annual evaluations of cesditing systems. The
results are reported to the Financial Services Cission (FSC), which then
discloses the findings to the public through FS&&bsite as illustrated by

Figure 11.

Figure 14. The Personal Credit Rating System Verifiation Committee

Operational Framework

Results of the committee’s deliberations are
Committee for Verification of Personal Credit reported to the Financial Service Commission

Evalution System > Financia I Services
. ’ 4 Commission
(Market experts, Academia, Lawyers, Civic groups, etc.)

s

Secretariat (KCIS)

Bureaus
(CBs)

External Expert Group Advisor Council

Source: Korea Credit Information Services

The Personal Credit Rating System Verification Cottaa is designated with
several key responsibilities to maintain the initggand efficacy of credit rating

systems:
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a. Verification of Underlying Information: The comneg reviews the data
inputs used in credit scoring models to ensure diamge with regulatory
standards. This includes identifying and preventivgguse of information
that is legally prohibited or contains discrimingtéactors. This rigorous
examination ensures that credit scoring remainsaged and fair.

b. Evaluation of Credit Scoring Model: The committesantitatively assesses

the predictive capabilities and reliability of ciescoring models. By

verifying their stability and forecasting accuratlye committee ensures that

credit scores reflect a realistic evaluation oflaxorthiness.
c. Consumers’ Right to Explanation: An integral resgbility of the

committee is to ensure that credit rating compaaddgere to public

disclosure requirements. This includes verifyingethier companies provide

clear and comprehensive disclosures to the pubbatahow their credit
scores are calculated. Such transparency is ctiecifdstering consumer

trust and understanding in the credit assessment.

The Personal Credit Rating System Verification Cottea employs a
structured and thorough framework for evaluatiregirscoring systems to

fulfil its responsibilities as illustrated by Figuf. 2.

Figure 15. Verification Criteria of The Personal Credit Rating System

Verification Committee

Domain Stage

Credit scoring model Model design
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Model development
Model interpretation
Model validation
Monitoring

Internal control

Complaint and disclosure systems
Credit reports and related services

Non-credit scoring model

Source: Korea Credit Information Services

The verification begins with model design, where tommittee ensures the
underlying data used is diverse, reliable, andssieally significant. It also
verifies that definitions for high and low creditality, population groups, and
thin-file consumers are appropriate. In the moesetbpment stage, the
committee examines the validity of the methodolagy criteria used to select
variables. During model validation, the committgaraines test datasets for
biases, evaluates the distribution of scores afmutters, and monitors changes
in the ratios and patterns of scores over times Tibips ensure that models

remain accurate and consistent under real-worlditons.

The committee evaluates the monitoring frequenathodology, and standards
used to track the performance of credit scoringesys, ensuring they maintain
reliability and effectiveness. Additionally, intedncontrol processes are
reviewed to verify the operational guidelines imiernal validation and the

adequacy of criteria and methods used for extealation.

Beyond credit scoring models, the committee alsduates non-credit scoring

systems. This includes assessing the mechanisrhaufioiting consumer
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complaints and disclosure processes, ensuring gyssems are transparent,
accessible, and effectively resolving issues. Tdrarnittee further reviews the
processes for generating credit reports and rek®ndces to ensure they meet

high standards of accuracy, transparency, and cegpeconsumers' rights.

The Personal Credit Rating System Verification Cattaa exemplifies a
proactive regulatory approach to managing credlrmation systems. The
committee helps mitigate risks of misuse, discration, and inaccuracies in
credit evaluations by focusing on data accuracyjehmbustness, and
consumer rights. This model offers a valuable berask for enhancing
Indonesia’s regulatory framework for alternativedtr scoring. Establishing a
similar verification mechanism could improve traasgmcy, accuracy, and

consumer trust in Indonesia’'s emerging alternatiedit scoring landscape.

The Role of Data Agency

The Data Agency in South Korea plays a unique andal role as a central
intermediary that facilitates secure and efficigdata exchange within the credit
information ecosystem. It serves as a key playenisning datasets from
diverse sources under the Credit Information UskRnotection Act. This
combination, which includes data from credit bussdinancial institutions, and
non-financial data providers, is done in a way titaserves consumer privacy
(in pseudonymized or anonymized form) while enaptime development of

accurate and comprehensive credit scoring models.
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Figure 16. Data consolidation procedures through da agencies
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The key services of the data agency are combinafidataset, assessment on
anonymized data and remote analysis center. The Agdncy, for example
Financial Security Institute, pseudonymizes anchgnozes the datasets (two
or more) that have been pseudonymized by the raéggesstitutions by
combining them and assesses adequacy of the tlaec@ssary) before
provision. The Data Agency assesses the data anpegroy an assessment
requesting institution and notifies the assessmestlt and provides a remote
analysis service to safely and conveniently anallgeedata combined by the

Financial Security Institute and access only thedyesis results.

By centralizing data integration, the Data Agendgrasses critical challenges
in the credit information system, including fragrtegion, duplication, and
privacy risks. Its use of pseudonymization and gnaration not only

minimizes the risk of personal data misuse but fdsters trust among
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consumers and stakeholders. This centralizationresslata quality and

compatibility, improving the accuracy and inclusiess of credit assessments.

The Data Agency has had a transformative impa&auth Korea'’s credit
information system. It has facilitated better rassdsessment and decision-
making for financial institutions by providing rieh consolidated datasets. For
consumers, it has enhanced privacy protectionrbiifig the direct access of
multiple entities to their raw data. Additionalfpr SPCR companies, it has
streamlined the data integration process, enaliti@gn to focus on refining
their credit scoring methodologies and deliveringrentailored services.
Collectively, the Data Agency ensures that Southe® credit information
system operates efficiently and ethically, streagthg trust and inclusivity in
the ecosystem.

The Role of MyData Service

The MyData Service in South Korea is a cornerstufriess consumer-centric
credit information system, enabling individualsctmsolidate, access, and
actively manage their financial data. By empowegongsumers to exercise
information sovereignty, the MyData initiative deitontrol over personal
credit information—traditionally managed by finaalainstitutions and credit

bureaus—back to individuals.

At its core, the MyData Service integrates persenadit information scattered
across financial institutions and public agencigs a unified platform. This

consolidation allows consumers to seamlessly acoemsage, and utilize their
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financial data, simplifying processes that werevjmasly fragmented. By
granting individuals the right to request the traission of their credit
information, MyData enables more informed finandetision-making and
empowers consumers to negotiate better terms édmsland other products,
thereby reducing information asymmetry between goress and financial

institutions.

MyData Service Providers play a pivotal role inditénformation ecosystem.
They assist individuals in managing their credibimation and offer tailored
financial solutions, such as personalized recomgmas, investment advisory
services, and financial consulting. These providdss represent consumers in
filing correction requests for inaccurate credibimation, ensuring fairness
and transparency in the credit system. By collgcéind organizing data from
authorized sources, MyData Service Providers erthbldelivery of
personalized financial services, enhancing cons@xygeriences and

satisfaction.

The MyData Service significantly enhances Southeldts credit information
system across multiple dimensions. For consumelissters financial inclusion
by improving access to personalized financial seviand empowering
individuals to better manage their credit and friahdecisions. For financial
institutions, it opens opportunities to developanative products informed by

comprehensive consumer insights. For SPCR companhgsvides
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standardized, high-quality datasets that improeepttecision and relevance of

credit scoring models.

5. Recommendations for regulatory improvements for Inenesia

5.1. Optimize Data Infrastructure for Alternative Credit Scoring

Optimizing the Data Infrastructure for Alternati@eedit Scoring is critical to
strengthening Indonesia's regulatory frameworlafternative credit scoring. The first
recommendation is to establish an entity similakooea's Data Agency, which
aggregates, pseudonymizes, and distributes dateebedn Korea, the Data Agency
would act as an intermediary, combining datasets fvarious data providers and
transferring them to ACS entities in a pseudonychizeanonymized format. This
combined dataset allows ACS providers to build nameurate and predictive scoring
models by leveraging diverse and reliable datat;ddata Agency eliminates the
inefficiencies of decentralized data sourcing, ehaconsistent data quality and privacy

risks can undermine scoring accuracy and consumnng t

The current operation of ACS providers in Indonesiderscores the need for a
centralized and robust data infrastructure. CulyeAICS providers rely on
decentralized data sources, collecting informatiom various providers such as
telecommunications companies, e-commerce platfoams utility services. With a
centralized mechanism to aggregate, standardidesecure these data streams, ACS
providers can build more reliable credit scoringdels. Notably, based on the list of 10
recommended ICS providers identified in OJK’s Samdllit is evident that most of these

providers rely on a single data source to generaigit scores. This reliance limits the
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scope and accuracy of their credit scoring mo@dal$)o single data source can capture
the multidimensional financial behaviors of conswnd&he lack of integrated datasets
prevents these ACS providers from fully realizihg potential of alternative credit
scoring to deliver comprehensive and fair creditivoess assessments. A combined
dataset incorporating diverse sources such aotalecnications, e-commerce, utilities,
and other non-traditional data would significarglyhance scoring models' predictive

power and reliability.

Establishing a centralized entity similar to KoseBata Agency would address these
challenges by providing a unified platform for datggregation, pseudonymization, and
secure distribution. This entity would act as aefrimediary, combining datasets from
various sources into a single, high-quality dat#sat ACS providers can access
efficiently. By integrating diverse data pointsara unified format, the Data Agency
would enable ACS providers to optimize their scgnnethods, leading to more accurate
predictions of debtors’ creditworthiness and grestelusivity in financial decision-

making.

Moreover, the centralized Data Agency could impletmeandatory pseudonymization
and de-identification standards, ensuring thatiseasonsumer information is
protected throughout the data handling processs@ heeasures would mitigate the risk
of data breaches and unauthorized access, addressrof the key concerns in
Indonesia’s current decentralized data ecosysteiti pkvacy protections built into the
system, consumers are more likely to trust theradtese credit scoring framework and

share their data willingly, which is crucial foretlsystem’s success.
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However, the challenge in establishing a Data Agémdndonesia lies in the legal
foundation for its creation and operation. Withauwtlear legal framework, the Data
Agency would lack the legitimacy to function effiwely as a centralized data
intermediary. The current OJK Regulation regardtimgancial Sector Technology
Innovation (FSTI) outlines a broad scope of aggeithat fall under financial
technology innovation, including securities tranigars, capital raising, risk
management, fund collection, digital asset acésitand other digital financial services.
However, the regulation does not explicitly recagnor account for entities like a Data
Agency, which would primarily operate as a centedi intermediary for aggregating,
pseudonymizing, and distributing data to ACS prevsd This absence creates a legal
gap, as a Data Agency does not fit neatly intocatggories currently defined under the

FSTI framework.

Moreover, while the regulation of ACS providerdgaquarely under OJK’s jurisdiction,
many of the key data sources for alternative crgzbting, such as telecommunications
companies, e-commerce platforms, and utility preksdoperate outside OJK’s
regulatory scope. These Alternative Data Provideesoften governed by other
regulatory bodies, such as the Ministry of Commaitiann and Informatics (KOMINFO)
or the Ministry of Trade. This regulatory fragmeida necessitates coordination
between multiple government institutions, which@ddother layer of complexity to
establishing a Data Agency. Achieving alignmentlata-sharing protocols, privacy
protections, and operational standards across #rgges would require inter-agency

agreements and potentially new legislative instmis& bridge jurisdictional gaps.
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Moreover, the regulatory updates would need toestdthe operational and governance
aspects of the Data Agency. These include itsiogisiiips with data providers, ACS
entities, and regulators and its responsibilitesniaintaining data privacy, ensuring
compliance with consumer protection laws, and supgpfinancial inclusion objectives.
Without these explicit provisions, the Data Agemayuld lack a clear mandate, creating
uncertainty for stakeholders and limiting its alitio function effectively within

Indonesia’s regulatory framework.

By providing ACS providers with a combined datasmirced from diverse data
providers, Indonesia can unlock the full potendiahlternative credit scoring. This data
integration would enhance scoring accuracy andler®BS providers to help
underserved populations that might not be visibleaditional financial data. However,
the creation of a Data Agency requires a legal dation and support from several
regulatory bodies in Indonesia, which adds andthesr of complexity to establishing a

Data Agency.

Promote Transparency

Promoting transparency is about more than justimgltrust and accountability in the
alternative credit scoring ecosystem. It's aboyt@nering consumers with the
knowledge of what data was used, who accessedhytitwas accessed, when it was
accessed, and how it was accessed. Transparengggitisat consumers are not merely
passive participants in the credit scoring protesgsnformed stakeholders with a clear
understanding of how their personal data is beseglland the implications of these

processes on their financial opportunities.
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Currently, many consumers in Indonesia remain unawathe extent to which their
personal data is shared within the financial edesysThis situation undermines
consumer confidence, often leading to skepticisthrafuctance to participate in data-
sharing agreements critical to the developmentbiéist alternative credit scoring
models. A key recommendation for promoting transpeay is the introduction of
mandatory notifications whenever consumer dateaissterred to third parties. By
requiring financial institutions and ACS providéosinform consumers of data transfers,
including details of the third-party recipients a&hé purpose of the transfer, regulatory
frameworks can address this significant gap. Satifications should be clear,
accessible, and timely, ensuring that consumertilyenformed without being

overwhelmed by technical jargon or excessive detail

Transparency also requires that consumers hawaawhderstanding of how their data
influences credit scoring decisions. While consunghts frameworks often focus on
consent, ensuring that consumers can access irtfomabout the methodologies used
to assess their creditworthiness is equally imporfaegulations should mandate that
ACS providers disclose key aspects of their scamioglels in a consumer-friendly

format, such as the general categories of dataarsedheir relative weight in scoring.

Beyond individual empowerment, transparency haadepsystemic benefits. A
transparent ecosystem attracts more participantsasuners and data providers—who
are willing to contribute to a fair and ethical ditescoring process. This enhanced
participation improves the diversity and qualitydata used, resulting in more accurate

and inclusive credit scoring outcomes. Moreovdraasparent credit scoring ecosystem

98



can potentially lead to increased financial inaasiwhich in turn can stimulate
economic growth. Transparency also enhances caotopesimong ACS providers,
encouraging innovation in scoring methodologies fastering an equitable and

efficient financial system.

A systematic approach is required to implement ratorgl notifications for data
transfers, starting with regulatory adjustmentse €Risting legal framework, such as the
OJK regulations regarding Consumer Protection oS8Aoviders, should be amended
to explicitly require institutions to notify cons@ms whenever their data is transferred to
third parties. Notifications should be mandatedpecific circumstances, including

when data is shared with third parties, when tleeechanges in the purpose of data
usage, or in cases of security incidents involtragsferred data. The regulations should
also define the content of these notificationsrsuee clarity and consistency. Key
details should include the identity of the thirdtgathe type of data being transferred,
the purpose of the transfer, the date of tranafed,the retention duration by the

recipient, as well as instructions for raising cenms or objections.

Financial institutions and ACS providers must depahternal systems to automate and
streamline the notification process. Notificatiam®uld be delivered through accessible
digital platforms such as apps, email, or SMS, gnguhey reach consumers efficiently.
These communications should be concise, free bhteal jargon, and provided in a
user-friendly format that makes complex terms ust@edable for all consumers.
Integrating notifications into consent workflowsailso essential. For example, when

consumers initially consent to data processingy gtuld be informed that they will
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receive notifications for future data transferghwilear explanations about the purpose

and scope of the data sharing.

Oversight and monitoring are critical to ensure pbamce. OJK should conduct regular
audits and compliance checks to verify that nadtiens are being issued as required.
Institutions should also be mandated to submitlexgeports detailing their data
transfer activities and corresponding notificatidRenalties, including fines and
sanctions, should be imposed on institutions thatmotify consumers or provide

complete or accurate information to discourage campliance.

Finally, consumer empowerment should be an intggaelof this process. Public
awareness campaigns can educate consumers abougtiieo be notified of data
transfers, what to expect in a notification, andrtio act if concerns arise. Additionally,
consumers should be given the option to opt onbofessential data transfers, with

clear instructions for doing so included in theifncdtions.

5.3. Strengthen Consumer Rights
Strengthening consumer rights is essential to iogat fair and transparent ecosystem
for alternative credit scoring in Indonesia. In tapidly evolving landscape of
alternative credit scoring, consumers are incrgigirequired to share their personal
data with financial institutions and ACS Providaf&thout robust consumer rights
protections, this reliance on data creates sigmificisks of misuse, privacy breaches,
and erosion of public trust. Strengthening consumghits safeguards individuals against
these risks and empowers them to participate dgtared confidently in the financial

system.
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Consumers need to be made aware of the extentith Wieir data is shared or
processed, leaving them vulnerable to misuse deandecision-making processes. By
giving consumers greater control over their datachsas the ability to withdraw
optional consent or seek compensation for misuseedeasia can bridge this trust gap
and encourage more consumers to engage with dlteraedit scoring systems. This is
critical for financial inclusion, as consumers arere likely to participate in systems

they perceive as fair, transparent, and protecivbeir interests.

One key recommendation is establishing a robusharesm that allows consumers to

seek compensation for violations or damages regultom data misuse or breaches.

This mechanism should provide a clear processlémag compensation and establish

transparent criteria for determining the amountarhpensation for violations or

damages resulting from data misuse or breachdrea, the Credit Information Use

and Protection Act specifies how consumers can seglpensation from credit

information companies (including Alternative Cre8itoring Providers) or third parties

who mishandle their data. According to Korea'’s feavork, courts are guided by

specific criteria, including:

a. Degree of the knowledge of the possible intentioaazurrence of loss;

b. The extent of damage suffered from the violation;

c. Economic gains acquired by the credit informatiompany or any other credit
information user by committing the violation;

d. Any regulatory fines or penalties imposed on th@ator for the same offense;

e. Duration and frequency of the violation;

f. The financial status of the violating party;
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g. Actions taken by the violator to retrieve lost,letg or leaked personal credit
information; and

h. Efforts made by the violator to mitigate the impaftthe breach on the affected
consumer.

Incorporating similar criteria into Indonesia’s watory framework would enhance

consumer trust using alternative credit scoring emtgdust the use of consumers' personal

data. At the same time, the regulatory bodies thgkth imposing compensation claims

would have a clear and consistent calculation dimeeensuring fairness while

discouraging negligent practices by ACS provided #nancial institutions.

Another critical aspect is ensuring consumers hlgexplicit right to withdraw
optional consent for non-essential data processBugh-as data used for marketing or
sharing with third parties—without affecting thaircess to essential services. This
condition guarantees that consumers can maintaitiai@ver their personal data while
safeguarding their access to critical financiaV/mes, such as credit evaluations and
lending. Regulations should require financial ingtons and ACS providers to
differentiate between essential and non-esserdtal pkrocessing clearly, provide rights
for consumers to withdraw consent, and ensurestigt actions do not result in

penalties or denial of services.

By mandating clear and enforceable guidelinesifaricial institutions and ACS
providers, regulations can ensure that consumexes th& explicit right to withdraw
optional consent for non-essential data proces3ingse regulations should define

optional consent as any agreement related to neem#al data processing, such as data
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used for marketing or sharing with third partiesd guarantee that withdrawing such
consent does not affect consumers’ access to edsamvices like credit evaluations,
lending, or basic account management. This meatstmsumers can still use their
accounts and access necessary financial servieasfehey withdraw consent for non-

essential data processing.

Currently, the OJK Draft Regulation on ACS Provalenly addresses consent in the
context of ensuring data acquisition and procesaregpproved by the data owner.

Specifically, it states that:

a. If the data owner is the end-user, the ACS providest obtain their consent
through terms and conditions and privacy polic@sefach credit score request from
users.

b. If the data owner is a data source provider, th&A@vider must include
conditions regarding data confidentiality guaraateeagreements between the data

source controller and the ACS provider.

Similarly, the OJK Regulation regarding Financiac®r Technology Innovation (FSTI)
includes identical requirements, emphasizing theglrfer ACS providers to ensure
consent is obtained without addressing consentinatkial for non-essential data
processing. While these provisions establish adatian for securing initial consent,
they fall short of empowering consumers with meras to modify or revoke their

consent, particularly for optional uses of theitada
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To further reinforce compliance, regulations shaukhdate clear reporting
requirements. Institutions should periodically nggo regulators on the number of
consent withdrawals, how these requests were hanaltel the measures taken to ensure
uninterrupted access to essential services forurness exercising this right. These
reports would enable regulators to monitor comgkapatterns, identify any potential
iIssues, and take corrective actions. By doinghsoréporting requirements will not only
ensure transparency but also help to maintainrafa consumer-centric approach in

the industry.

6. Conclusion

Alternative credit scoring systems hold the pronaeffering a more inclusive and accurate
assessment of creditworthiness, particularly fdraumked individuals. This is a significant
opportunity, given that these individuals represEh24% of the Indonesian adult population.
This aligns closely with OJK's financial inclusiobjectives and broader digital

transformation agenda.

This study highlights the regulatory gaps in Indgia&s current framework for alternative
credit scoring, particularly in comparison to SolKttrea’s more established system. While
Indonesia has made significant progress in regugatnd supervising alternative credit
scoring providers, some room for improvement p&sskor Indonesia to realize the full
potential of alternative credit scoring, some repwndations include:

a. Optimizing data infrastructure by establishing atitg to combine datasets;
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b. Strengthening consumer rights by allowing consunteseek compensation for data
misuse or breaches and having separation of mamydatd optional consumer consent;
and

c. Promoting transparency in data usage by givindinations to consumers when their
personal data is shared.

These measures will not only ensure a secure &nchealternative credit scoring ecosystem

but also build consumer trust, which is critical fadespread adoption.

By adopting best practices from South Korea arldrtag them to the unique needs of its
financial ecosystem, Indonesia can develop a regyl&ramework that not only balances
innovation with consumer protection but also unkthe transformative power of alternative
credit scoring. This will enable Indonesia to adsafinancial inclusion and support the

nation’s broader economic development goals.
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