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Abstract, Debtor bankruptcy is a critical issue that has a significant impact on the performance of credit
payments in the banking sector, especially at the BRI Batam Branch Office. This study aims to analyze the
juridical impact of debtors' bankruptcy on credit payment performance in BRI Batam, focusing on the direct
influence of bankruptcy on bank liquidity, asset quality, and bank operations. In the legal context, debtor
bankruptcy is regulated by Law Number 37 of 2004 concerning Bankruptcy and Suspension of Debt Payment
Obligations, which provides a framework for the bankruptcy process and its settlement. The research method
used is normative juridical, with a case approach to collect empirical data from the BRI Batam Branch Office.
Data was collected through interviews with bank management, analysis of bankruptcy documents, and literature
review related to bankruptcy laws and regulations. Data analysis was carried out in a descriptive analytical
way to understand the legal implications and operational impact of debtor bankruptcy on credit payment
performance.The results of the study show that debtor bankruptcy significantly affects the liquidity and credit
payment performance in BRI Batam, with direct consequences in the form of an increase in bad loans and a
decrease in interest income. Delays in legal proceedings and asset liquidation also add to the bank’s operational
burden. Based on these findings, it is recommended that BRI Batam should improve its credit risk monitoring
system and adopt a more effective risk management strategy to anticipate and overcome potential bankruptcy.
The government is expected to accelerate the legal process related to bankruptcy to minimize the negative impact
on the banking sector and the economy as a whole.
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1. INTRODUCTION

In the current era of economic globalization, the banking industry plays a vital role in
supporting economic activities in various sectors. One of the main functions of banking is to
provide credit services to facilitate the financial needs of both individuals and corporations.
However, in practice, the credit granting process is often faced with various risks, one of which
is the risk of failure to repay or bad debts which can be caused by debtor bankruptcy. Debtor
bankruptcy is a condition in which the party borrowing funds (debtor) is unable to fulfill its
debt payment obligations to the creditor, which in this case is the bank. This phenomenon not
only has a negative impact on the debtor's financial condition but also has the potential to
disrupt the bank's financial stability and overall credit payment performance. Especially in the
Batam area, which is one of the important business and trade centers in Indonesia, the impact
of debtor bankruptcy on credit payment performance is an issue that needs serious attention,
considering the strategic role of the banking sector in supporting the economy in the region.

Loans made between Debtors and Creditors are basically based on the principle of trust
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that the Debtor can repay his/her debt/loan on time. Debt repayment by the Debtor to the
Creditor does not always run smoothly, sometimes the Debtor cannot pay the debt even though
it is due due to a certain reason, such as a monetary/financial crisis, a natural disaster that
results in the performance of the business not running smoothly. This will certainly affect the
Debtor's ability to fulfill his/her debt repayment obligations.

Article 1132 of the Civil Code also explains that every Creditor has the same position
as other Creditors, unless otherwise determined by law because they have a legitimate reason
to be given priority over other Creditors. Both articles are actually a guarantee for Creditors to
be able to obtain payment of all their receivables. However, even though it has been expressly
stated in the Civil Code regarding debt repayment guarantees, it turns out that problems related
to debt and receivables, especially when the Debtor does not fulfill his obligation to pay the
debt, still often occur.

There are several alternative dispute resolutions between Debtors and Creditors in
money lending agreements, namely through litigation (court) and non-litigation (out-of-court)
channels. The out-of-court channel that is currently in great demand by the business world is
through arbitration. Choosing an arbitration forum to resolve business disputes is a tendency
for the shift in interest of justice seekers from using litigation channels in court to other
channels that are less formally structured.

This study aims to analyze the direct impact of debtor bankruptcy on credit payment
performance at the BRI Batam Branch Office. Considering that BRI as one of the largest banks
in Indonesia has an important role in financing various economic sectors, this study is expected
to provide new insights into effective credit risk management strategies and mitigation steps
that can be taken to minimize the negative impact of debtor bankruptcy.

By focusing the research on the case at the BRI Batam Branch Office, it is expected
that the results of this study will not only be relevant and contribute to BRI in particular, but
also to the banking industry in Indonesia in general in facing the challenges of debtor
bankruptcy. In addition, the results of this study are expected to be a reference for policy
makers in formulating more effective regulations related to credit risk management in the
banking sector.

Based on the background description above, the author raises several issues that will
be discussed further. The issues are as follows:

1. How does the bankruptcy law regulate debtors on credit payment performance?
2. How does debtor bankruptcy impact credit payment performance at the BRI Batam

Branch Office from a legal perspective?
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3. What are the obstacles and efforts of BRI Batam in dealing with debtor bankruptcy to
minimize the negative impact on credit payment performance?
Based on the formulation of the problem stated above, it can be seen that the objectives

of this study are:

1. To find out and analyze the legal arrangements of debtor bankruptcy on credit payment
performance.

2. Tofind out and analyze the impact of debtor bankruptcy on credit payment performance
at the BRI Batam Branch Office from a legal perspective?

3. Tofind out and analyze the obstacles and efforts of BRI Batam in dealing with debtor

bankruptcy to minimize the negative impact on credit payment performance.

2. LITERATURE REVIEW

In Indonesia, the regulation on bankruptcy is stated in Law Number 37 of 2004 on
Bankruptcy and Suspension of Debt Payment Obligations (PKPU). This Law is a revision and
improvement of the previous Law which also regulates bankruptcy. Bankruptcy is defined as
a condition where a debtor is declared unable by the Commercial Court to pay at least one debt
that has matured and can be collected, and this situation can result in all of the debtor's assets
being taken over by a curator to then be liquidated and distributed to creditors in accordance
with applicable legal provisions.

The Bankruptcy and PKPU Law in Indonesia is designed to provide justice for all
parties involved, both debtors and creditors, by offering a legal solution to the debtor's inability
to pay debts. This includes mechanisms to ensure fair distribution of assets to creditors and, in
some cases, allows debtors to undertake financial restructuring to avoid total liquidation. In
bankruptcy cases, peacemaking is regulated in Articles 144-177 of Law Number 37 of 2004
concerning Bankruptcy and PKPU and is carried out after a verdict. After the debtor is declared
bankrupt by the commercial court, the bankrupt debtor has the right to offer peacemaking to
all creditors. This is different from civil cases tried in district courts. In district courts,
peacemaking is carried out pre-decision, namely at the beginning of the trial until before the
verdict is pronounced.

According to Article 149 paragraph (2) of Law Number 37 of 2004 concerning
Bankruptcy and PKPU, with the release of rights as referred to in paragraph (1), their position
changes to become concurrent creditors. Their position as concurrent creditors remains valid
even if the peace is ultimately not accepted (not approved). The last sentence in Article 149

paragraph (2) determines the consequences for separatist creditors (holders of property security
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rights) and creditors with special rights that are denied to become concurrent creditors if these
creditors release their rights because they want to participate in voting in the peace plan meeting
offered by the debtor.

The Peace Plan offered by the debtor to its creditors in bankruptcy which is discussed
and decided after a verification meeting usually contains an offer by the debtor to pay part of
or postpone payment of debt and interest, installment payment of debt and interest or payment
of debt based on a percentage of the principal debt only. According to Article 156 paragraph
(1) of Law Number 37 of 2004 concerning Bankruptcy and PKPU, in the event that the peace
plan is accepted (approved) before the meeting is closed, the supervising judge determines the
day of the court hearing which will decide whether or not the peace plan is ratified.

Every credit that has been approved and agreed upon between the creditor and debtor
must be stated in a written credit agreement (credit contract). In banking law, the term "credit
agreement™ is not found. The term credit agreement can be seen in government instructions
addressed to the public, which states that in every form of credit, banks are required to use a
credit agreement. Several legal experts are of the opinion that a credit agreement is essentially
a loan agreement as regulated in the Civil Code. Subekti is of the opinion that in whatever form
the credit is provided, in all of them, what essentially happens is a loan agreement as regulated
in the Civil Code Articles 1754 to 1769.26

Then the credit agreement in Indonesia is a contractual agreement between two parties,
namely the creditor (usually a financial institution or bank) and the debtor (borrower), where
the creditor provides a loan of money or other credit facilities to the debtor with certain
requirements. The main purpose of the credit agreement is to provide the debtor with access to
funds or credit needed for various purposes, such as business financing, purchasing a house or

vehicle, education, or other consumer needs.

3. RESEARCH METHOD

The method used in a research is basically a stage to find the truth again. So that it will
answer the questions that arise about a research object. Research is a means used to strengthen,
foster and develop science.

The specification of this research only conducts analysis up to the level of synthesis,
namely analyzing and presenting facts systematically so that they can be more easily
understood and concluded. Research Specification or it can be said that the type of research is
a choice of research format type in researching research objects in the field of legal science

studied by the researcher.
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Specifically according to the type, nature and purpose of legal research specifications
by Soerjono Soekanto are distinguished, namely normative legal research and sociological or
empirical legal research66. This normative legal research is also called doctrinal legal research,
also referred to as library research or document study. Researchers in conducting research on
this research object have determined the specifications of Normative Legal research. The
specifications and/or types of this thesis research are normative legal research while combining
it with sociological (empirical) legal research using secondary data obtained directly from as
the first source through field research through interviews and primary data as
sources/information materials in the form of primary legal materials, secondary legal materials
and tertiary legal materials.

The approach method in this study is a combination of the normative approach "legal
research” with the empirical approach method "Juridical Sociologies”. The research
mechanism with this combined approach method is carried out by describing the explanation
of the inductive research method leading to the deductive method and vice versa. This is done
by the author to help explain the relationship between research variables and research objects
so that it can produce an understanding that is very helpful for readers, especially researchers
and academics.

The location of this research is carried out in Batam City, Riau Islands Province,
precisely at the BRI Batam Branch Office. This location is determined based on the data that
is the object of this thesis research. Population is a population or universe is the total number
of analysis units whose characteristics will be predicted. The population is all elements related
to the research object.

This type of research is included in the combined research category between normative
legal research (library research) and observational research, while in terms of its nature it is
analytical, where the author makes efforts to explore verbal data sourced from literature
obtained from libraries and data obtained in the field, then analyzed to obtain conclusions
deductively.The data and data sources used in this study are primary data69 and secondary
data.

In this study, data analysis is carried out qualitatively by describing the research, then
conducting a comparison between the data and legal theories, legal experts and laws and
regulations, where the analysis begins with data collection, data processing and finally data
presentation. While the conclusion drawing will use the deductive method, namely the author
takes data, statements, opinions, which are general in nature and then draws specific

conclusions.
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4. RESULTS AND DISCUSSION
1. Bankruptcy Law Regulations of Debtors Regarding Credit Payment Performance

In describing the legal provisions of debtor bankruptcy and its impact on credit
payment performance, we can refer to several main articles in Law Number 37 of 2004
concerning Bankruptcy and Suspension of Debt Payment Obligations (PKPU). The Bankruptcy
and PKPU Law defines "bankruptcy" as a legal situation in which a debtor is unable to pay his
debts and is declared bankrupt by the court. Meanwhile, "Suspension of Debt Payment
Obligations” (PKPU) is a mechanism that allows debtors to get additional time to restructure
their debts before being declared bankrupt.

The bankruptcy process aims to settle the debtor's obligations to his creditors fairly and
orderly, reduce financial losses for all parties involved, and provide an opportunity for the
debtor to restart his economic activities without the burden of debts that he cannot pay.
Bankruptcy is treated as a last resort, when all efforts to restructure or negotiate a debt payment
suspension (PKPU) have failed to reach a satisfactory agreement between the debtor and his
creditors.

The bankruptcy filing process begins with the preparation and submission of a
bankruptcy petition to the commercial court. The petition must be accompanied by sufficient
evidence that the debtor has failed to fulfill its financial obligations and that there are debts that
are due and collectible. After the petition is filed, the court will hold a hearing to assess the
validity of the claims submitted by the applicant and decide whether the bankruptcy process
should be continued. If the petition is accepted, the court will appoint a curator to manage the
process of liquidating the debtor's assets, the proceeds of which will be used to pay creditors in
accordance with the priorities set by law. This process is carried out openly and transparently
so that all interested parties can follow developments and file their rights in the bankruptcy
process.

Thus, Law Number 37 of 2004 concerning Bankruptcy and PKPU directly affects the
performance of credit payments in the economy. This law provides a framework for dealing
with situations where debtors are unable to meet their financial obligations, trying to balance
the need to protect creditors' rights while also providing debtors with the opportunity to
restructure their debts. Despite its intention to stabilize and assist economic recovery, the
practical application of this law is often complicated and depends on many factors, including
the effectiveness of the courts and existing legal processes.

2. The Impact of Debtor Bankruptcy on Credit Payment Performance at the BRI Batam
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Branch Office from a legal perspective

Bankruptcy proceedings often involve a lengthy period during which the assets of the
defaulting borrower are liquidated to satisfy the debt, during which time the bank is unable to
access funds that would otherwise help ensure its operational liquidity. This not only slows the
bank’s ability to make new loans but also reduces overall operational efficiency. Furthermore,
an increase in the incidence of bankruptcies can trigger a chain reaction that affects market
perceptions of the bank’s financial health and stability, potentially affecting depositor and
investor confidence. This loss of confidence can lead to a massive withdrawal of funds or a
“bank run,” which would dramatically drain the bank’s liquidity.

In BRI Batam, this can be caused by many factors, such as a decline in local economic
performance, failure in risk management, or a decrease in the value of collateral pledged in
loans. The impact of increasing NPLs is not only limited to a decrease in interest income, but
also to the need to increase the allocation of reserve funds to cover potential losses from bad
loans. This puts pressure on bank profits and reduces the capital available for other credit
provision.

This includes the use of more sophisticated credit scoring models and financial
performance indicators that allow banks to intervene earlier before loans become problematic.
In addition, ongoing training for credit analysts and risk managers is essential to ensure that
they are equipped with the latest knowledge of best practices in risk assessment and credit
portfolio management.

An effective early warning system should be integrated into the bank’s operations,
providing timely notification of potential credit risks so that preventive actions can be taken
immediately. Other effective measures that need to be implemented are credit restructuring and
more strategic handling of non-performing assets. BRI Batam needs to prepare a special team
that focuses on handling non-performing assets, which has the ability to renegotiate credit terms
with debtors experiencing financial difficulties, with the aim of producing a more realistic and
sustainable payment scheme. In addition, the bank can increase cooperation with credit
guarantee institutions and insurance to minimize the risk of losses. The implementation of these
strategies will not only improve asset quality and strengthen BRI Batam’s finances but will
also increase trust from stakeholders and investors, which is essential for the bank’s long-term
growth.

2. Obstacles and Efforts of BRI Batam in Dealing with Debtor Bankruptcy to Minimize

Negative Impacts on Credit Payment Performance
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One of the major obstacles faced by BRI Batam is the ability to identify early signs of
financial distress among its debtors. Without an effective early warning system, banks may not
be aware of potential problems until debtors are already in financial distress. This makes
handling the problem more complex and limits the options available for debt restructuring or
other problem resolution.

Managing and recovering non-performing loans requires significant resources,
including trained manpower and adequate information technology systems. BRI Batam may
experience difficulties in allocating sufficient resources to focus on the recovery of non-
performing assets, especially if there is a sudden increase in bankruptcy cases. This may result
in suboptimal handling and delays in credit recovery.

Developing a flexible credit restructuring policy will allow BRI Batam to respond more
quickly and effectively to changes in the economic and financial conditions of debtors. This
approach can include adjusting payment terms, extending credit terms, or reducing interest
rates, all of which can help debtors overcome temporary financial difficulties without having
to face bankruptcy. By implementing these strategies, BRI Batam can reduce the financial risks
associated with bad debts and improve its overall credit payment performance, while

maintaining its reputation and financial stability in the market.

5. CONCLUSION AND SUGGESTION
1. CONCLUSION

Based on the discussion in the previous chapter, the following conclusions can be
drawn:

a. Itisrecommended that BRI Batam can improve the application of artificial intelligence
and machine learning technology in its credit risk evaluation system to detect potential
problem loans early. This will allow the bank to take preventive action before the debtor
experiences serious financial difficulties, thereby reducing the risk of bankruptcy and
increasing the efficiency of credit recovery.

b. It is recommended that the public, especially debtors, be more proactive in managing
their personal and business finances by utilizing financial consulting services offered
by many banking institutions.

c. Itis recommended that the Government should consider strengthening the regulatory
framework governing the bankruptcy and debt restructuring process, with a focus on
accelerating legal procedures that are often long and complex.

2. SUGGESTION
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From this conclusion, the author can provide several suggestions, namely:

a. It is recommended that BRI Batam can improve the application of artificial
intelligence and machine learning technology in its credit risk evaluation system to
detect potential problem loans early. This will allow the bank to take preventive action
before the debtor experiences serious financial difficulties, thereby reducing the risk
of bankruptcy and increasing the efficiency of credit recovery.

b. Itis recommended that the public, especially debtors, be more proactive in managing
their personal and business finances by utilizing financial consulting services offered
by many banking institutions.

c. Itis recommended that the Government should consider strengthening the regulatory
framework governing the bankruptcy and debt restructuring process, with a focus on

accelerating legal procedures that are often long and complex.
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