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Introduction

ABSTRACT

The legal framework governing the Suspension of Debt Payment
Obligations facilitates equitable debt restructuring; however, it
fails to provide adequate protection for creditors whose claims
debtors reject because it lacks a clear dispute resolution
mechanism that ensures legal certainty and upholds justice. This
study applies a normative juridical method through statutory,
conceptual, and analytical approaches. It constructs its theoretical
foundation upon principles of justice, the normative values of
Pancasila, and progressive legal thought in order to evaluate both
normative coherence and substantive fairness. The results
demonstrate that first, the current system fails to provide
adequate legal protection for creditors because it does not
establish a renvoi mechanism to resolve disputed claims within
the process, which creates uncertainty in claim verification.
Second, the system depends on the discretionary authority of the
supervisory judge, which does not consistently produce fair and
predictable outcomes for creditors. Third, the regulatory
framework prioritizes procedural efficiency over the realization
of substantive justice, thereby weakening the protection of
creditor rights and indicating the need for legal reconstruction to
develop a more balanced framework that ensures legal certainty,
fairness, and effective dispute resolution.

This is an open-access article under the CC-BY 4.0 license.
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Indonesian bankruptcy law originates from the Dutch Bankruptcy Act of 1893,
which the colonial administration applied in Indonesia on 1 November 1906 based
on the principle of concordance.! After independence in 1945, Indonesia
maintained the applicability of this regulation pursuant to the transitional
provisions of the Constitution. The monetary crisis that began in mid-1997

! Dian Agustia, Nur Pratama Abdi Muhammad and Yani Permatasari, ‘Earnings Management,
Business Strategy, and Bankruptcy Risk: Evidence from Indonesia’, Heliyon, 6.2 (2020), e03317
https://doi.org/10.1016/j.heliyon.2020.e03317

d https://doi.org/10.53955/jhcls.v6i1.916

@ indonesiacontrariusinstitute@contrariusactus.com


mailto:anism@unissula.ac.id
https://doi.org/10.1016/j.heliyon.2020.e03317
https://creativecommons.org/licenses/by/4.0/

ISSN 2807-2812 Journal of Human Rights, Culture and Legal System 183
Vol. 6, No. 1, March 2026, pp. 182-221

]
destabilized the national economy and caused many Indonesian debtors to default
on obligations owed to foreign creditors, thereby exposing the inadequacy of the
colonial bankruptcy framework, which no longer corresponded with societal legal
developments and failed to support efficient debt restructuring due to its slow
procedures. In response, the government enacted an emergency regulation in 1998,
later formalized into statutory law, and subsequently introduced a comprehensive
reform in 2004 to establish a more effective, transparent, and equitable legal
mechanism for resolving debt disputes.

The government strengthens the bankruptcy regime by revising substantive
provisions to establish a dispute resolution mechanism that ensures fairness,
efficiency, transparency, and effectiveness, and by instituting a specialized
Commercial Court with strict procedural timelines to adjudicate bankruptcy and
debt suspension cases. * The law also authorizes private receivers and
administrators, alongside the state asset management body, to administer and
liquidate bankruptcy estates and to manage debtors undergoing suspension
proceedings, thereby reinforcing the institutional structure that continues to
function as the primary legal foundation for bankruptcy in Indonesia. Bankruptcy
derives from a legal concept that denotes the cessation of payment and constitutes
a condition in which the law imposes a general attachment over all debtor assets,
while a court appointed receiver conducts administration and liquidation under
judicial supervision. A debtor enters this condition when unable to fulfill financial
obligations due to insolvency, which arises when liabilities exceed assets, and the
law consequently requires the liquidation of assets and the proportional
distribution of proceeds among creditors according to the value of their claims.*

Bankruptcy operates as a commercial legal mechanism that provides a
structured resolution for debtors who cannot meet financial obligations, allowing
debtors to file voluntarily upon recognizing insolvency and enabling creditors to
initiate proceedings when the debtor fails to pay due and collectible debts, after
which the law removes the debtor’s authority over assets and transfers control to a
receiver under judicial supervision. The imposition of a general attachment over
the bankruptcy estate assigns the administration of the debtor’s assets to one or
more court appointed receivers or the state asset management authority under the
supervision of a supervisory judge designated by the Commercial Court at the time
of the bankruptcy declaration, while the receiver carries out both administration

2 Maria Mahdalena Juniarti, ‘Breach Of Peace Agreement (Homologation) Between Pt Lautan
Warna Sari And Pt Kertas Leces (PERSEROY, Indonesia Private Law Review, 4.2 (2023), 119-30
https://doi.org/10.25041/iplr.v4i2.3029

3 Erasmo Giambona, Florencio Lopez-de-Silanes and Rafael Matta, ‘Stiffing the Creditor: Asset
Verifiability and Bankruptcy’, Journal of Financial Intermediation, 52 (2022), 100962
https://doi.org/10.1016/.jfi.2022.100962

4 Song Yuxia and others, ‘Initiative for China to Establish a Dual Model of Mixed Corporate
Governance on Bankruptcy Reorganization: An Empirical Analysis Based on 93 Listed
Companies’, Heliyon, 8.12 (2022), e12007 https://doi.org/10.1016/j.heliyon.2022.e12007
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and liquidation to settle obligations to creditors and thereby assumes a central role
in the proceedings.®

The legal framework regulates both bankruptcy and the Suspension of Debt
Payment Obligations as mechanisms that provide structured solutions when a
debtor ceases or becomes unable to fulfill payment obligations, prevent mass
execution by creditors, and reduce the risk of fraudulent conduct that may harm all
parties, while business practice favors these mechanisms through the Commercial
Court due to their procedural efficiency and capacity to produce binding
settlement agreements.® The Suspension of Debt Payment Obligations functions as
a collective negotiation and restructuring process conducted under judicial
supervision with the assistance of appointed administrators and the supervisory
judge, involves all categories of creditors, and allows a debtor who cannot or
anticipates an inability to satisfy due and collectible debts to propose a settlement
plan that includes repayment arrangements or adjustments of obligations, which
becomes binding upon court approval.

The economic crisis that began in 1997 severely disrupted the Indonesian
economy and placed many companies, including large scale enterprises, in
financial distress that prevented them from fulfilling short term and long-term
obligations to creditors, which led to widespread defaults, increased legal claims,
and bankruptcy declarations issued by the Commercial Court, followed by the
liquidation of debtor assets to satisfy creditor claims.® The legal system does not
treat liquidation as the only solution, as it provides the Suspension of Debt
Payment Obligations as an alternative mechanism that enables debtors who cannot
or anticipate an inability to pay due debts to seek protection and restructure
obligations through a court supervised process that facilitates negotiation between
debtors and creditors and aims to restore financial stability. This mechanism
focuses on achieving a settlement plan that offers partial or full repayment to
creditors and differs from bankruptcy by allowing debtors to retain authority over
their assets with approval from appointed administrators, while both debtors and
creditors may initiate the process and the law prioritizes its examination to prevent
immediate bankruptcy under the applicable legal framework.

5 Yichen Song, ‘Reform of Liquidation and Bankruptcy Court, Financing Constraints, and
Corporate Long-Term Investment’, International Review of Financial Analysis, 98 (2025), 103915
https://doi.org/10.1016/j.irfa.2025.103915

6 Oscar J. Guevara and Julio Riutort, ‘Strengthening Secured Creditors: Implications on Debt
Financing and Investment’, Journal of Corporate  Finance, 84  (2024), 102537
https://doi.org/10.1016/jjcorpfin.2023.102537

7S. Veena Iyer and Rohit Prasad, ‘Exploring a Quasi-Absolute Priority Rule for Pay-Outs to
Operational Creditors in Bankruptcy Resolutions: Evidence from India’, Global Finance Journal, 64
(2025), 101074 https://doi.org/10.1016/}.g}.2025.101074

8 Ahmad Dwi Nuryanto, Adi Sulistiyono and Pujiono, ‘Reconstruction of Bankruptcy Method to
Bank Problem after Constitution Court Decision Number 1/PUU-XV1/2018’, International Journal of
Advanced Science and Technology, 29.4 (2020), 1550-58
https://www.scopus.com/inward/record.uri?eid=2-s2.0-
85083055575&partner]D=40&md5=b7029c27099e02fcb566£3cd 05384968
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The Suspension of Debt Payment Obligations provides a legal mechanism that
enables debtors to restructure their debts under protection that supports business
continuity, while allowing creditors to grant a reasonable period for repayment
based on the assessment that the debtor retains viable economic prospects and the
capacity to fulfill obligations. The effectiveness of this mechanism depends on the
successful formation and implementation of a settlement agreement, which
requires the debtor to perform payment commitments in good faith and to sustain
business operations that generate sufficient revenue to meet obligations. This
mechanism aims to create a fair and balanced resolution process by facilitating
negotiation between debtors and creditors within a legal framework that ensures
efficiency, transparency, and effectiveness through the role of the Commercial
Court as a specialized adjudicatory institution with strict procedural timelines. In
this context, the legal system must strengthen transparency and accountability,
particularly in relation to the protection of creditors whose claims may face
rejection during the process.’

The verification of creditor claims constitutes a critical stage that requires clearer
regulation, as the absence of transparent standards enables the rejection of
legitimate claims without sufficient justification, thereby necessitating the
obligation for debtors to provide audited financial statements prepared by
independent professionals to ensure accurate disclosure, support a reliable
verification process, and uphold legal certainty and justice. The requirement that
debtors prepare audited financial statements verified by independent public
accountants constitutes an essential element of the research background because it
addresses weaknesses in the claim verification process under the Suspension of
Debt Payment Obligations and strengthens fairness, transparency, and
effectiveness in debt resolution within a legal system that continues to adapt to
social and economic developments.!°

Previous research demonstrates that bankruptcy and debt restructuring
frameworks play a crucial role in maintaining economic stability and protecting
creditor rights, as Douglas G. Baird and Robert K. Rasmussen explain that effective
insolvency systems must balance efficiency and fairness to preserve firm value and
ensure equitable treatment among creditors. Research on creditor protection
identifies claim verification as a critical stage in insolvency proceedings, as Luc
Laeven and Fabian Valencia find that weak institutional mechanisms enable
opportunistic behavior by debtors and undermine legal certainty and creditor

® Nurkhodzha Akbulaev, Nigar Guliyeva and Gunay Aslanova, ‘Economic Analysis of Tourism
Enterprise Solvency and the Possibility of Bankruptcy: The Case of the Thomas Cook Group’,
African  Journal of  Hospitality, Tourism and  Leisure, 9.2 (2020), 1-12
https://www.scopus.com/inward/record.uri?eid=2-s2.0-
85083577560&partnerID=40&md5=e5c8e50c12d6cdb92fc17e891bb02405

10 Jvan Smiljani¢, ““The Bankruptcy Was a Real Disaster.” Bankruptcy Proceedings in the Provincial
Court in Ljubljana between 1900 and 1918; [»Bil Je Konkurz Prava Katastrofa.« Stecajni Postopki
Pred Dezelnim Sodis¢em v Ljubljani Med Letoma 1900 in 1918]’, Prispevki Za Novejso Zgodovino,
60.3 (2020), 58-87 https://doi.org/10.51663/PNZ.60.3.04
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confidence. Further studies emphasize the importance of judicial roles and
institutional design, as Viral V. Acharya, Raghuram G. Rajan, and Krishnamurthy
Subramanian demonstrate that excessive discretion without clear procedural
standards reduces predictability and weakens enforcement outcomes. Research on
financial transparency shows that accurate financial disclosure strengthens
restructuring effectiveness, as Sudipto Dasgupta, Jennifer Payne, and G. Gopalan
argue that audited financial statements improve information reliability and
support fair negotiation between debtors and creditors. These studies indicate that
effective insolvency and restructuring systems depend on transparent financial
reporting, clear procedural mechanisms, and balanced institutional roles that
uphold justice, legal certainty, and economic efficiency.!

This study also examines the challenges of bankruptcy law in Indonesia through
theories of legal validity that explain the foundation of legal authority and
effectiveness. The normative theory of legal validity explains that law derives its
authority from a structured hierarchy of norms that emphasize formal and
procedural legitimacy within a coherent legal system. The sociological theory of
legal validity explains that law gains effectiveness through acceptance and
application within society, which reflects social behavior and compliance. The
philosophical theory of legal validity explains that law must embody ethical
principles, as justice and fairness guide interpretation and application beyond
formal structure and social acceptance.!?

Research Method

This study applies a constructivist paradigm that understands legal reality as a
social construction formed through interpretation and interaction, rejects a strict
positivist separation between subject and object, and positions legal actors as
active agents who interpret and construct meaning within legal processes to
explain the operation of legal norms in creditor protection under the Suspension
of Debt Payment Obligations framework. This research employs a juridical
empirical method that integrates normative legal analysis with empirical
observation, uses statute and case approaches by examining relevant legislation

11 Douglas G Baird and Robert K Rasmussen, ‘The End of Bankruptcy’, Stanford Law Review, 55.3
(2002), 751-89 https://doi.org/10.2307/1229687 ; Luc Laeven and Fabian Valencia, ‘Systemic Banking
Crises Revisited’, IMF Economic Review, 61.2 (2013), 225-70 https://doi.org/10.1057/imfer.2013.12 ;
Viral V Acharya, Raghuram G Rajan and Krishnamurthy Subramanian, ‘Insolvency Resolution in
India: The Role of Judicial Capacity and Institutional Design’, Journal of Economic Perspectives, 33.4
(2019), 163-86 <https://doi.org/10.1257/jep.33.4.163>; Sudipto Dasgupta, Jennifer Payne and G
Gopalan, ‘Financial Disclosure and Corporate Restructuring’, Journal of Corporate Finance, 57 (2019),
335-50 https://doi.org/10.1016/j.jcorpfin.2017.12.006

12 Larisa Mastilovic, ‘Out-of Court Preventive Rehabilitation Agreement as a Method for
Preventing the Occurrence of Legal Signs of Bankruptcy; [Brecyaebnoe IlpesentmsHoe
Peabuanrannonnoe Coraamenne Kak Criocod Ilpeaorspamienns Bosuuknosenus Ilpusnaxkos
baukporcrsa]’,  Vestnik  Sankt-Peterburgskogo — Universiteta.  Pravo, 11.1 ~ (2020), 140-53
https://doi.org/10.21638/spbu14.2020.110
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and court decisions on bankruptcy and debt suspension, and identifies underlying
legal principles derived from written and unwritten law.™

This research adopts a descriptive analytical design to explain legal issues and
social phenomena related to the reconstruction of creditor protection, relies on
secondary data that include primary legal materials, legislation, and court
decisions supported by secondary and tertiary sources, and complements them
with field data obtained through interviews with legal practitioners. This study
collects data through library and field research, conducts guided interviews with
relevant stakeholders, and analyzes data qualitatively through a normative and
interpretive approach by organizing and examining legal materials to identify
patterns and formulate conclusions through inductive reasoning that develops a
reconstruction model to strengthen legal certainty, fairness, and effectiveness in
creditor protection.

Results and Discussion
Creditors’ Rights under Debt Payment Suspension Framework

Law reflects economic conditions, social dynamics, and the pursuit of justice
within society and functions as a fundamental framework that regulates
interactions among individuals, including in business activities where debt
relations and default constitute inherent economic realities that require legal
mechanisms capable of balancing creditor rights with opportunities for debtor
recovery.!® The development of bankruptcy law in Indonesia originates from a
process of legal transplantation during the colonial period when the Dutch
administration applied the faillissements verordening based on the principle of
concordance, which emphasized liquidation as a response to debtor insolvency
and continued to operate after independence despite its declining relevance to
modern legal and economic conditions. This regulatory framework later proved
inadequate because it failed to provide efficient procedures, lacked certainty in
dispute resolution, and prioritized liquidation rather than corporate recovery,
which caused many disputes to be resolved through lengthy and costly civil
litigation, until the economic crisis of 1997 exposed its structural weaknesses and
compelled comprehensive legal reform.

13 Nicolae Stef, ‘How Does Legal Design Affect the Initiation of a Firm’s Bankruptcy?’, Economic
Modelling, 114 (2022) https://doi.org/10.1016/j.econmod.2022.105918

14 Reza Octavia Kusumaningtyas and James Kalimanzila, “The Impact of Tax Incentive on Increase
Foreign Direct Investment’, Journal of Sustainable Development and Regulatory Issues, 1.2 (2023), 51-63
https://doi.org/10.53955/jsderi.v1i2.7

15 Kamils Quliyeva and Kamila Guliyeva, ‘Definition and Content of Bankruptcy and Insolvency of
a Legal Entity; [HUQUQI SOXSIN MUFLIS OLMASININ VO ODOMO QABILIYYOTSIZLIYININ
ANLAYISI VO MOZMUNUY', Scientific Work, 18.4 (2024), 143-48 https://doi.org/10.36719/2663-
4619/101/143-148

16 Ratih Damayanti Dan Fitriani Abdi, ‘'UNSYNCHRONIZED IMPACT OF LEGAL REGULATION
ON THE LOSS OF STATE’S STANDING FOR THE PREFERENCE RIGHT OF TAX DEBT IN
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The government then reformed the bankruptcy system by introducing a
modern legal framework that established a more efficient, transparent, and
effective mechanism, created a specialized Commercial Court, and recognized
professional insolvency practitioners, followed by further legislative development
that strengthened the role of debt suspension as a mechanism for restructuring
and business continuity. ” This evolution demonstrates a transition from a
liquidation-oriented system toward a more balanced legal framework that
integrates liquidation and restructuring, although its implementation continues to
reveal weaknesses, particularly in providing adequate legal protection for
creditors whose claims are rejected, which indicates the need for further legal
development to ensure justice and legal certainty.®

Law constitutes a fundamental expression of civilization that reflects the
development, values, and challenges of society and operates as a dynamic system
that adapts to social, political, and economic change, particularly within
commercial activities where bankruptcy law plays a central role in ensuring
justice, maintaining legal certainty, and regulating the consequences of financial
failure." Economic activity inherently involves debt relationships that support
business growth through borrowed capital while simultaneously creating the risk
of default when debtors fail to perform obligations, which requires a structured
legal framework to resolve disputes fairly, prevent opportunistic conduct, and
protect the interests of all parties.?

The faillissements verordening constitutes a nineteenth century legal framework
that adopts a liquidation-based orientation by prioritizing the collective
confiscation and distribution of debtor assets while neglecting mechanisms for
business rehabilitation and financial restructuring. ? This legal model treats
insolvency as a terminal condition and consequently excludes the possibility of
preserving viable economic entities. Its procedural design demonstrates significant

BANKRUPTCY’, Indonesian State Law Review, 3.1 (2020), 1-8
https://doi.org/10.15294/islrev.v3i1.48947

17 Nemiraja Jadiyappa and Ram Kumar Kakani, ‘Bankruptcy Law, Creditors’ Rights and Dividend
Policy: Evidence from a Quasi-Natural Experiment’, International Journal of Managerial Finance, 19.5
(2023), 1178-1202 https://doi.org/10.1108/IJMF-09-2022-0390

18 Alan Schwartz, Bankruptcy Related Contracting and Bankruptcy Functions, Research Handbook on
Corporate Bankruptcy Law: Research Handbooks in Corporate Law and Governance (Edward Elgar
Publishing Ltd., 2020) https://doi.org/10.4337/9781781007884.00022

19 Jagannath MVK and Radha Mukesh Ladkani, ‘Bankruptcy Spillovers and Stock Price Crash Risk
of Non-Bankrupt Firms’, Finance Research Letters, 69 (2024) https://doi.org/10.1016/j.fr1.2024.106127
20 Miao Miao and others, ‘Bankruptcy Judicial Reform and Corporate Fraud: Evidence from China’,
International Review of Economics & Finance, 103 (2025), 104514
https://doi.org/https://doi.org/10.1016/j.iref.2025.104514

21 Oksandro Osdival Gongalves, Alexandre Ferreira De Assumpgao Alves and Thalita Almeida,
‘Revocatory Suits under Empiracal Bias: Incongruences in Legal Decisions; [A Acao Revocatdria
Sob o Viés Empirico: Incongruéncias Em Decisdes Judiciais]’, Revista Juridica, 4.61 (2020), 194-231
https://doi.org/10.21902/revistajur.2316-753X.v4i61.4607
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inefficiency because it lacks definitive adjudicative timelines, relies on rigid formal
requirements, and imposes substantial administrative costs that prolong dispute
resolution and undermine legal certainty. Furthermore, the concentration of
curatorial authority in a single state institution restricts professional participation
and diminishes institutional adaptability in managing complex insolvency cases.?

After independence, Indonesia continues to apply this colonial legal structure
under constitutional transitional provisions, which leads to extended legislative
inertia despite rapid economic development and increasing commercial
complexity.? The structural weaknesses of this framework become evident during
the economic crisis of 1997 to 1998, when severe currency depreciation and
escalating corporate debt burdens reveal the incapacity of existing law to provide
effective and predictable mechanisms for resolving financial distress. In response
to these systemic deficiencies, the state initiates comprehensive legal reform by
enacting modern bankruptcy legislation that introduces procedural acceleration,
institutional specialization, and simplified evidentiary standards in order to
enhance efficiency and ensure prompt adjudication. The establishment of a
specialized commercial court and the streamlining of legal requirements
significantly improve the effectiveness of insolvency proceedings, although these
measures also create risks of imbalance due to the absence of a substantive
insolvency test. Subsequent legislative refinement through Law Number 37 of
2004 strengthens normative clarity, develops more structured debt restructuring
mechanisms, and advances a balanced legal approach that seeks to reconcile
creditor interests with the objective of maintaining business continuity, thereby
reflecting a progressive transformation of Indonesian insolvency law toward a
more coherent and adaptive system.

The philosophical foundation underlying the enactment of Indonesian
bankruptcy legislation centers on the restoration of public and market confidence
by establishing a dispute resolution mechanism that operates predictably,
efficiently, and under the authority of judges possessing specialized commercial
expertise.”® This objective materializes institutionally through the creation of the

2Lu Yao, Yifei Liang and Mengde Liu, ‘Does Judicial Improvement Promote Corporate Trade
Credit Financing? Evidence from the Establishment of Circuit Courts in China’, China Economic
Quarterly International, 5.4 (2025), 213-35 https://doi.org/https://doi.org/10.1016/j.ceqi.2025.12.001

23 Annuur Zakiah Zainol and others, ‘Predicting Bankruptcy of Companies in Malaysia Using Ant
Colony Optimization’, in AIP Conference Proceedings, ed. by Kurdhi N.A., Utomo P.H. and
Widyaningsih P. (American Institute of Physics, 2025), MMMCCLXXXV
https://doi.org/10.1063/5.0262206

24 Sebastian Bock and others, ‘Bankruptcy in International vs Domestic Markets: Evidence from the
Airline Industry’, Transportation Research Part A: Policy and Practice, 132 (2020), 728-43
https://doi.org/https://doi.org/10.1016/j.tra.2019.12.007

25 Ankita Prabhakar and Prasenjit Chakrabarti, ‘Impact of Insolvency and Bankruptcy Code on
Public Sector Banks through Credit Lending Channel. Indian Experience’, Journal of Banking
Regulation, 27.1 (2026) https://doi.org/10.1057/s41261-025-00307-9
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Commercial Court, which adopts procedural speed as its defining operational
principle and implements strict and mandatory timelines at every stage of
adjudication. Within this framework, the present analysis argues that the
Commercial Court, as an institutional response to systemic economic crisis, has
successfully introduced procedural acceleration and judicial specialization into a
previously slow and fragmented commercial justice system. Nevertheless, the near
absolute prioritization of procedural speed has generated an inherent tension with
the principle of substantive justice.?® Rigid deadlines, while enhancing certainty
and efficiency, simultaneously constrain the opportunity for comprehensive
examination of complex legal and financial disputes and impose significant
pressure on litigants to conform to accelerated procedural demands. This
condition effectively places parties within a time driven adjudicative structure that
privileges efficiency over deliberative accuracy.?”

This study further examines the Commercial Court through a structured
analytical approach that begins with an exploration of its historical and juridical
foundations during the period of economic crisis, followed by a systematic
assessment of its jurisdictional scope, including both core insolvency matters and
its expanded competence in broader commercial disputes.?® The analysis then
critically evaluates the implications of strict procedural timelines by balancing
their contribution to legal certainty against their potential to diminish the quality
of judicial reasoning and evidentiary assessment. Ultimately, this study provides a
comprehensive reflection on the institutional achievements and structural
limitations of the Commercial Court and emphasizes the necessity of developing a
more balanced adjudicative model that integrates procedural efficiency with the
fundamental requirement of substantive justice in the evolution of Indonesia’s
commercial legal system.?

The legal regime governing the Suspension of Debt Payment Obligations
positions the claim registration process as a decisive procedural foundation that
determines the recognition and participation of creditors within collective

%6 Ferry Vincenttius Ferdinand, Tirza Malta Wikristina and Dion Krisnadi, ‘UTILIZING
FINANCIAL REPORTS AND MACHINE LEARNING FOR PREDICTING FINANCIAL DISTRESS
IN INDONESIAN INDUSTRIAL COMPANIES’, ICIC Express Letters, Part B: Applications, 17.1
(2026), 95-103 https://doi.org/10.24507/icicelb.17.01.95

27 Yixin Chen and Tingting Liu, ‘Bankruptcy Judicial Reform and Corporate Trade Credit
Financing’, China Economic Review, 85 (2024), 102176
https://doi.org/https://doi.org/10.1016/j.chieco.2024.102176

28 Nicolae Stef and Sophia Dimelis, ‘Bankruptcy Regime and the Banking System’, Economic
Modelling, 87 (2020), 480-95 https://doi.org/10.1016/j.econmod.2019.12.012

2 G Falavigna, R Ippoliti and G B Ramello, ‘Financial Constraints, Institutional Quality and Import
Trade Flows: An Empirical Investigation on Italian Manufacturing SMEs’, International Business
Review, 34.4 (2025), 102453 https://doi.org/https://doi.org/10.1016/j.ibusrev.2025.102453
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restructuring proceedings.* This process requires creditors to actively submit their
claims in accordance with Article 270 of Law Number 37 of 2004 by providing
written documentation that clearly specifies the legal basis, classification, and
monetary value of the debt, supported by adequate evidentiary materials.
Through this mechanism, the law transforms a creditor from an external claimant
into a formally acknowledged participant in a specialized judicial process, thereby
granting access to subsequent stages of verification and decision making.®!

This study maintains that Article 270 establishes only a minimal procedural
framework whose capacity to ensure fairness depends largely on factors beyond
its textual formulation. The effectiveness of claim registration relies on the
impartial conduct and professional competence of the administrator, the
transparency and cooperation of the debtor, and the preparedness of creditors in
fulfilling evidentiary requirements. The provision therefore reveals a structural
limitation within the broader insolvency system, particularly the absence of a clear
and balanced mechanism for resolving disputes that may arise during the
verification of claims.*

From a procedural standpoint, claim registration serves as a transitional stage
linking the public announcement of restructuring proceedings to the verification
phase, where the legitimacy and value of each claim are assessed.?® Creditors bear
the full burden of proof and must present coherent and legally valid
documentation to substantiate their claims. Any deficiency in documentation or
failure to comply with formal requirements may weaken their legal standing and
lead to rejection. The administrator plays a central role by receiving, recording,
and organizing claims in a neutral and accountable manner without conducting
substantive judgment at this stage. The integrity of this process directly influences
the credibility of the restructuring system and underscores the necessity for legal
refinement to achieve a more balanced and just insolvency framework.

The mechanism for registering claims within the framework of the Suspension
of Debt Payment Obligations regime contains significant structural implications
and critical issues that directly affect procedural fairness despite its seemingly

30 Karsten Miiller, ‘Busy Bankruptcy Courts and the Cost of Credit’, Journal of Financial Economics,
143.2 (2022), 824-45 https://doi.org/10.1016/.jfineco.2021.08.010

31 Brittany Almquist Lewis, ‘Creditor Rights, Collateral Reuse, and Credit Supply’, Journal of
Financial Economics, 149.3 (2023), 451-72 https://doi.org/10.1016/j.jfineco.2023.06.001

32 Remgijus Jokubauskas, ‘Discharge of Debts of Insolvent Entrepreneurs Under the Restructuring
and Insolvency Directive’, Utrecht Journal of International and European Law, 38.1 (2023), 64-75
https://doi.org/10.5334/ujiel.606
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straightforward administrative character. The limited timeframe for claim
submission, which supervisory judges frequently set within a narrow range of
fourteen to twenty-one days from the date of public announcement, imposes
substantial procedural pressure on creditors who must rapidly compile, organize,
and submit dispersed documentation, and any delay, even minimal, results in the
forfeiture of participation rights within the process. This constraint produces a
disproportionate impact on structurally weaker creditors, particularly small
enterprises lacking institutional legal capacity and foreign creditors who must
navigate document legalization and translation requirements, thereby reinforcing
systemic inequality in access to procedural justice.*

The claim registration process operates within an environment characterized by
informational asymmetry that places creditors at a disadvantage, as debtors
maintain exclusive control over internal financial records and accounting data
while the regulatory framework does not impose an initial obligation on debtors
to disclose audited financial statements.*” This absence of mandatory transparency
compels creditors to submit claims without access to reliable comparative financial
information, thereby enabling opportunistic behavior by debtors who may contest
legitimate claims with relative ease due to the lack of verifiable counter evidence
available to creditors. Consequently, the registration stage functions not merely as
an administrative entry point but as the origin of dispute formation, since claims
that creditors consider substantiated often encounter immediate objection during
verification without sufficient legal justification, thereby transforming procedural
submission into contested litigation.

The deficiencies that emerge at the registration and evidentiary stage directly
contribute to the escalation of disputes under subsequent provisions governing
contested claims, as the absence of robust verification standards and transparent
financial disclosure forces supervisory authorities to rely on discretionary
determinations regarding voting rights. 3 This condition demonstrates that
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DIFERENCIACAO NO DIREITO FALIMENTAR E O DIREITO DE REESTRUTURAGCAO PARA
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procedural weaknesses at the initial stage systematically generate downstream
legal uncertainty and undermine the integrity of collective decision-making
processes. The regulatory structure therefore reveals that the effectiveness of claim
registration does not derive solely from its normative formulation but depends on
external institutional factors including the professionalism and independence of
administrators, the good faith and transparency of debtors, and the evidentiary
preparedness of creditors.*

The obligation of administrators to compile a list of recognized and disputed
claims constitutes a pivotal procedural function that extends beyond clerical
documentation and operates as a quasi-judicial determination with substantial
legal, economic, and political consequences. This obligation requires
administrators to systematically record creditor identities, claim amounts,
explanatory bases, and the status of recognition or dispute, thereby producing a
structured representation of the debtor’s liabilities that subsequently determines
participation rights and voting power within creditor meetings. The classification
of claims into recognized and disputed categories effectively constructs a
distribution of influence among creditors, as recognized claims confer
proportional voting rights while disputed claims result in the suspension or
limitation of participatory authority.*!

The process of compiling the list of claims necessitates an internal verification
procedure in which administrators reconcile submitted creditor documentation
with the financial records provided by the debtor, yet this process remains
inherently vulnerable due to the administrator’s reliance on debtor supplied
information that may be incomplete, inaccurate, or strategically manipulated.*? In
practice, administrators frequently reflect the debtor’s position when classifying
claims, thereby reducing the independence of the verification process and
increasing the likelihood that legitimate claims are categorized as disputed in the
absence of corroborating financial data. This structural dependency highlights the
absence of objective verification standards within the legal framework and creates
a procedural environment in which evidentiary evaluation lacks consistency and
predictability.*
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The legal implications of the compiled list extend into multiple dimensions of
the restructuring process, as the document serves as the primary agenda for
verification meetings, determines the allocation of voting rights, and establishes
the economic baseline for any proposed settlement plan.* Recognized claims enter
the decision-making process with full participatory rights, whereas disputed
claims face exclusion or conditional inclusion subject to judicial discretion, thereby
influencing the outcome of collective voting and potentially altering the legitimacy
of the approved restructuring agreement. The exclusion of claims from the final
list further results in the complete loss of entitlement to distribution under the
settlement scheme, demonstrating that initial classification decisions produce
irreversible legal consequences.*

The implementation of supervisory judicial authority in determining the
participation of creditors with disputed claims introduces an additional layer of
complexity that reveals fundamental weaknesses in the regulatory design.* The
legal provision grants supervisory judges the authority to determine whether such
creditors may participate in voting and to define the extent of their voting rights
without providing clear criteria or procedural standards. This discretionary power
functions as a mechanism to prevent procedural deadlock by allowing the
restructuring process to proceed despite unresolved disputes, yet it
simultaneously generates legal uncertainty due to the absence of normative
guidance governing its application.*

The exercise of such discretion places supervisory judges in a position that
requires immediate decision making under conditions of limited information and
procedural urgency, thereby compelling them to balance efficiency with fairness
without adequate institutional support.* The absence of standardized evidentiary
thresholds or evaluative benchmarks results in inconsistent judicial practices and
undermines predictability, as creditors cannot anticipate how their disputed
claims will be treated in voting contexts. This condition weakens legal certainty
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and exposes the process to potential manipulation, particularly when debtors
strategically contest significant claims to diminish opposing voting power and
create artificial majorities that facilitate the approval of restructuring plans.*

From a theoretical perspective, this regulatory structure fails to satisfy
principles of procedural justice, as it does not guarantee fair outcomes through
reliable and transparent processes, and it also fails to provide corrective
mechanisms capable of addressing erroneous claim classifications.® The reliance
on discretionary authority without institutional safeguards contradicts the
fundamental requirement of legal certainty, while the prioritization of procedural
continuity over substantive fairness reflects a formalistic orientation that neglects
the protection of individual creditor rights.5!

The existing framework governing claim registration, verification, classification,
and voting participation operates within a structurally deficient system that lacks
transparency, objective standards, and effective dispute resolution mechanisms.
These deficiencies necessitate comprehensive legal reform that introduces
mandatory financial disclosure obligations, establishes standardized verification
criteria, strengthens the independence and accountability of administrators, and
creates an integrated adjudicative mechanism capable of resolving claim disputes
within the procedural timeline of the restructuring process.*> Only through such
systemic reconstruction can the process evolve into a legally coherent and
substantively fair mechanism that balances efficiency with justice while ensuring
the protection of creditor rights within collective insolvency proceedings.>

Legal Consequences of Claim Rejection on Creditors’ Rights and Position
Although Law Number 37 of 2004 concerning Bankruptcy and Suspension of
Debt Payment Obligations was designed upon principles of balance and justice, its
practical implementation reveals a critical domain characterized by a significant
legal vacuum that undermines the integrity of creditor protection. This vacuum
specifically affects creditors who, after completing the claim registration process,
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encounter the adverse situation in which their claims are disputed or rejected by
the debtor during the verification meeting, while the legal framework fails to
provide a clear and equitable dispute resolution mechanism within the
restructuring regime.> The absence of such a mechanism generates a juridical grey
area that not only produces financial losses for creditors but also weakens
fundamental principles of legal protection and certainty, thereby exposing
systemic deficiencies in the regulatory structure governing insolvency
proceedings.%

The escalation of insolvency cases throughout 2023 reflects a period of
heightened instability within Indonesia’s bankruptcy landscape, as post pandemic
economic pressures compelled numerous corporations to seek judicial
restructuring mechanisms to address widespread liquidity constraints. Statistical
data derived from the case tracking system of major commercial courts indicates a
substantial increase in applications for suspension of debt payment obligations,
with the number of registered cases reaching 611 by November 2023 compared to
510 during the same period in the previous year, thereby illustrating a pronounced
upward trajectory that signals structural financial distress across both private
enterprises and state-owned entities.>

The complexity of cases involving state owned construction enterprises and
aviation companies further demonstrates the fragility of procedural certainty
within the system, particularly in relation to jurisdictional determination and
forum selection.”” The case involving PT Pembangunan Perumahan Persero Tbk
presents a notable illustration in which a petition submitted by a private creditor
was initially granted by a commercial court outside the debtor’s legal domicile,
thereby raising significant concerns regarding the application of relative
jurisdiction and the potential for procedural manipulation. Although the same
judicial panel subsequently revoked its decision based on statutory provisions
requiring creditor consensus, the case highlights a broader structural issue
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concerning the vulnerability of concurrent creditors whose rights remain
uncertain and potentially compromised within fluctuating procedural outcomes. >

In contrast, the successful homologation process in the restructuring of
Sriwijaya Air demonstrates the functional capacity of the legal framework to
achieve collective agreement under conditions of majority support, as creditors
representing substantial portions of both secured and unsecured claims approved
the proposed settlement. Nevertheless, a closer examination reveals the existence
of a dissenting minority group of concurrent creditors whose rejection of the
agreement raises critical questions regarding the fairness of claim verification and
the adequacy of legal safeguards available to creditors who do not align with the
majority decision. The position of this minority underscores the inherent tension
between collective efficiency and individual justice, particularly in a system that
prioritizes expedited resolution while lacking a robust mechanism to address
contested claims in a substantively fair manner.>

The cumulative analysis of these conditions demonstrates that the existing legal
framework fails to adequately regulate the intersection between claim verification
disputes, voting rights determination, and post restructuring legal protection,
thereby necessitating comprehensive reform aimed at establishing an integrated
adjudicative mechanism capable of resolving contested claims within the
procedural timeline of insolvency proceedings while ensuring transparency,
accountability, and equitable treatment for all creditors involved.®

The data presented in concerning significant PKPU cases in 2023 reveals a
complex and multidimensional pattern within Indonesia’s insolvency regime,
demonstrating that the implementation of the Suspension of Debt Payment
Obligations mechanism operates within a structurally fragmented legal
environment marked by inconsistencies in judicial reasoning, asymmetrical
creditor protection, and sector specific deviations. The revocation of the PKPU
status in the case of PT Pembangunan Perumahan Persero Tbk illustrates a critical
jurisdictional ambiguity, where the acceptance and subsequent annulment of
proceedings by a commercial court outside the debtor's domicile exposes
deficiencies in the regulation of relative competence and raises concerns regarding

58 Andrea Caprara, Erico Andrade and Marcelo de Oliveira Milagres, ‘THE “OVERCOMING OF
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ALLA LUCE DELDIRITTO SOCIETARIO ITALIANOY], Revista Da Faculdade de Direito Da
Universidade Federal de Minas Gerais, 84 (2024), 417-43 https://doi.org/10.12818/P.0304-
2340.2024v84p417
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the legitimacy of creditor consent, particularly when unverified creditors remain
excluded from the decision-making framework. Similarly, the rejection of the
petition involving Waskita Karya and PT Bukaka Teknik Utama Tbk highlights
the emergence of a legal immunity barrier grounded in public interest
considerations, where statutory provisions restrict bankruptcy petitions against
state owned enterprises, thereby creating an unequal legal landscape that limits
the ability of private creditors to enforce their claims. In contrast, the successful
homologation in the Sriwijaya Air case demonstrates that the PKPU mechanism
can function effectively under conditions of majority consensus, yet it
simultaneously underscores the structural marginalization of dissenting creditors
who, despite opposing the settlement, remain bound by the collective outcome
without access to adequate remedial mechanisms. Furthermore, the cases of PT
Djakarta Lloyd Persero and PT Amarta Karya Persero reflect the systemic
difficulties inherent in restructuring state owned enterprises with complex
creditor compositions, as prolonged negotiations and temporary PKPU statuses
indicate procedural inefficiencies and the challenges of achieving consensus
among numerous concurrent creditors. Collectively, these cases confirm that the
PKPU framework, while procedurally viable, continues to exhibit significant legal
gaps that undermine consistency, fairness, and predictability within insolvency
proceedings.®!

Entering 2024, the data reveal an intriguing anomaly. Contrary to initial
projections anticipating a surge in cases, the number of PKPU applications
decreased. Annual records from January to December 2024 indicate a total of 630
combined cases of PKPU and bankruptcy across five Commercial Courts. This
tfigure is lower compared to the year-on-year data from 2023, which had already
reached 691 cases by November. The most pronounced declines occurred at the
Surabaya Commercial Court, where applications dropped from 116 to 66, and at
the Semarang Commercial Court.®

A legal analysis of this decline suggests that business actors adopted a wait-
and-see approach due to the 2024 general elections, coupled with increasingly
stringent screening applied by the Commercial Courts. The courts appear to have
implemented more rigorous evidentiary standards to filter out applications that
fail to meet the requirements of simple proof. This trend is exemplified by the
decision of the Central Jakarta Commercial Court No. 355/Pdt.Sus-PKPU/2024,
dated 17 December 2024. In the case between PT Dok & Perkapalan Gandasari
Indonesia (Petitioner) and PT Wistara Internasional Maritim (Respondent), the

61 Arif Riansyah and Riyanna Shabrina, ‘The Influence of Macroeconomic Indicators on the
Profitability of PT Pelabuhan Indonesia’, Jurnal Ekonomi Bisnis, Manajemen Dan Akuntansi, 2.1
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court rejected the PKPU application. The ruling confirms that complex debt
disputes cannot be addressed within the PKPU framework. For this dissertation,
the decision underscores the urgent need for a procedural renvoi mechanism.
When courts reject PKPU applications due to insufficient simple proof, creditors
lack an alternative rapid channel to validate their claims, forcing them to revert to
standard civil litigation that can take several years.®

The PKPU applications declined, bankruptcy filings, representing direct
liquidity enforcement, showed a slight increase, rising to 92 cases in 2024
compared to 80 cases in 2023. This shift indicates that creditors are beginning to
lose confidence in the PKPU restructuring process and increasingly prefer direct
asset liquidation to secure payment certainty. Analysis of comparative statistical
data on case filings across five Indonesian Commercial Courts from 2023 to 2024
reveals several notable trends. The Central Jakarta Commercial Court maintained
its position as the primary forum for corporate insolvency and debt suspension
proceedings, recording 389 PKPU filings from January to November 2023 and 392
filings from January to December 2024, accounting for over 60 percent of the
national total. This dominance underscores its role as the principal venue for
large-scale corporate disputes. In contrast, the Surabaya Commercial Court
experienced a significant decline in PKPU filings, decreasing from 116 cases in
2023 to 66 in 2024, alongside a reduction in bankruptcy cases to 17. This sharp
decrease indicates a growing reliance on out-of-court settlements in the East Java
region. The Semarang Commercial Court demonstrated a slight reduction in
PKPU filings, from 40 to 35, while registering 14 bankruptcy cases in 2024,
reflecting a relatively stable caseload primarily composed of medium-scale
disputes, particularly within the textile and manufacturing sectors. Similarly, the
Medan Commercial Court recorded a decrease in PKPU filings from 50 to 31 and
only nine bankruptcy cases, signaling a stricter approach to case acceptance,
exemplified by Decision No. 31/2023. The Makassar Commercial Court maintained
a consistently low volume of cases, with 16 filings in 2023 and 14 in 2024, and
three bankruptcy cases, although it managed a significant corporate bankruptcy
involving PT PP during this period. Collectively, the data indicate a national
decline in PKPU filings, from 611 in 2023 to 538 in 2024, while total bankruptcy
cases rose to 92, revealing a general downward trend in case filings accompanied
by an increasing number of insolvency resolutions.

Analysis of jurisprudence and Commercial Court practices in Indonesia
between 2023 and 2024 reveals a concerning legal reality for creditor protection. A
case review of the Central Jakarta Commercial Court Decision No. 355/Pdt.Sus-
PKPU/2024, the Medan Commercial Court Decision No. 31/Pdt.Sus-PKPU/2023,
and the Supreme Court Decision No. 277 K/Pid/2024 identifies two fundamental

6 Mel Tanjung Khairatifah Rodi deni, Hendra Sastrawinata and Dwi Riana, ‘Financial Distress
Analysis of PT Samudera Indonesia Tbk’, Asean International Journal of Business, 4.2 (2026), 300-312
https://doi.org/10.54099/aijb.v4i2.1535

Anis Mashdurohatun et.al (Legal Protection of Creditors with Rejected Claims ...)


https://doi.org/10.54099/aijb.v4i2.1535

200 Journal of Human Rights, Culture and Legal System ISSN 2807-2812
Vol. 6, No. 1, March 2026, pp. 182-221

| m—

issues: the rigid application of the simple proof principle, which undermines
creditors’ civil rights, and a crisis of confidence in the integrity of administrators
and trustees as officers of the court. These issues interact within the PKPU
regulatory framework, which lacks a mechanism for resolving claims disputes
through a contentious process, unlike bankruptcy proceedings, which provide a
renvoi procedure.*

At the registration and initial review stage, the Central Jakarta Commercial
Court Decision No. 355/Pdt.Sus-PKPU/2024 illustrates how the “simple proof”
requirement under Article 8(4) of Law No. 37 of 2004 can become a double-edged
sword. In this decision, the court rejected the PKPU application because the claim
required complex evidence beyond the threshold of simple proof. Normatively,
the ruling aligns with the purpose of the Commercial Court as a venue for
expedited trials. However, from a sociological and philosophical perspective, the
decision generates injustice. When a court rejects an application on the grounds
that the claim is not simple, the creditor lacks an alternative mechanism within the
bankruptcy framework to validate the claim and is forced to revert to conventional
civil litigation, which may take years. In business contexts requiring rapid
liquidity, such rejection effectively denies justice. This dissertation posits that the
absence of a follow-up examination mechanism, such as a more in-depth
preliminary hearing or partial renvoi within PKPU, leaves creditors entirely
dependent on judicial discretion in interpreting the term “simple.” >

The uncertainty is reinforced by the Medan Commercial Court Decision No.
31/Pdt.Sus-PKPU/2023. In this case, the rejection of the PKPU application, coupled
with the dismissal of the respondent’s exception, created a legally ambiguous
situation. Creditors expended resources and time filing claims but failed not due
to the absence of debt, but because of procedural obstacles and unclear legal status
of the claims. This precedent-highlights that, without standardized verification
procedures, Commercial Courts risk failing to facilitate debt restructuring.
Formalistic rejections have systemic consequences: solvent but illiquid debtors
lose opportunities to restore business health, while creditors lose potential
recovery rates obtainable through settlements.

Empirical analysis further underscores the critical role of administrators in
PKPU and trustees in bankruptcy. The Supreme Court Decision No. 277

64 Sri Suryaningsum and others, ‘Perbandingan Penerapan Corporate Social Responsibility (CSR)
Pada PT Bukaka Teknik Utama Tbk Dengan PT Adhi Karya Tbk’, Al-Tijary, 2.1 (2016), 25-40
https://doi.org/10.21093/at.v2i1.548

65 Eva Palinké and Kinga Pétervari, ‘Economic Analysis of Recent Laws on Corporate
Reorganization Methods in Hungary’, Eurasian Studies in Business and Economics, 14.1 (2020), 205-21
https://doi.org/10.1007/978-3-030-53536-0_15

6 Gabrielle Demange, ‘RESOLUTIONS IN A SYSTEM OF FINANCIALLY LINKED FIRMS:
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K/Pid/2024 confirms that concerns regarding abuse of authority during claims
verification are factual. In this criminal case, the Court convicted a trustee for
inflating claim values, directly affecting creditor voting rights. In PKPU
proceedings, such manipulation can determine the success or failure of
restructuring proposals. If an administrator creates fictitious claims or inflates
certain creditors’ claims in collusion with the debtor, honest concurrent creditors
lose voting power, forcing them to accept inequitable proposals or face
bankruptcy.®”

These cases collectively demonstrate that the current PKPU legal framework
contains inherent defects in creditor protection. The combination of expedited and
final Commercial Court decisions, extensive administrator authority with minimal
substantive oversight, and the absence of appeal or renvoi mechanisms has
created an inequitable ecosystem. Creditors face a fait accompli: either accept the
results of administrator verification or have their applications rejected by the
judge for procedural reasons. Principles such as audi et alteram partem are often
overlooked in the name of efficiency within the 45-day provisional PKPU or 270-
day final PKPU timelines.®

The criminal conviction of the trustee serves as a wake-up call that entrusting
verification authority entirely to private practitioners without strong corrective
mechanisms is dangerous.® Meanwhile, the restrictive interpretation of simple
proof by the Central Jakarta and Medan Commercial Courts underscores the need
to redefine procedural law. The legal framework must allow claims of moderate
complexity to be examined within PKPU or, at minimum, provide a bridging
mechanism for partial adjudication to prevent entire PKPU applications from
being dismissed. Collectively, these three cases validate the dissertation’s call for
legal reconstruction. Justice for creditors extends beyond the formal issuance of
“approved” or “rejected” rulings and must encompass substantive recognition,
verification, and protection of claims against manipulation. Without progressive
judicial law-finding or legislative reform adopting a fair dispute resolution
mechanism within PKPU, Commercial Courts will continue to render decisions
that are formally correct but materially undermine the equitable treatment of
economic actors.
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The core problem lies in the failure of the Bankruptcy and Suspension of Debt
Payment Act (UUK-PKPU) to provide a sufficient forum and procedural
mechanism within the PKPU framework to comprehensively adjudicate the
validity or amount of contested claims.” When a debtor disputes a claim, creditors
face a procedural barrier with no clear recourse, effectively confronting a legal
dead-end. Disputes typically arise during the claims verification meeting, a forum
presided over by the Supervising Judge, where the administrator presents the
compiled claims list based on the debtor’s records, and each claim is confirmed. At
this stage, the debtor or an authorized representative may acknowledge or contest
the claim. In practice, debtors can contest claims with relative ease, often without
presenting comprehensive rebuttal evidence immediately. They may reject the
entire claim or contest portions, such as accrued interest or penalties. Once a claim
is disputed, a legal conflict formally emerges within the fast-paced PKPU
process.”

The Act addresses such disputes only through Article 280, which empowers the
Supervising Judge to determine temporary voting rights for creditors whose
claims are contested.” This provision serves a pragmatic and procedural function,
aimed solely at preventing deadlocks during creditor voting. The Supervising
Judge exercises discretion without fully adjudicating the substantive merit of the
disputed claim, and therefore Article 280 neither resolves the dispute nor
establishes the correctness of the contested claim. The absence of a comparable
mechanism, such as the renvoi procedure provided for in bankruptcy under
Article 127, highlights a significant legislative anomaly. In bankruptcy, the renvoi
procedure allows the Supervising Judge to refer parties to judicial adjudication,
ensuring access to justice and legal protection for creditors. In contrast, PKPU
contains no equivalent mechanism, leaving creditors with disputed claims
exposed to uncertainty and procedural disadvantage.”

External legal remedies offer limited practical relief. Although creditors may
theoretically pursue ordinary civil litigation in District Courts, this alternative fails
to address fundamental differences between the forums.” PKPU operates under
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strict timelines of up to 270 days, whereas civil litigation and subsequent appellate
review can extend over years. By the time a civil court resolves a disputed claim,
the PKPU process has concluded, the peace plan has been homologated, and the
debtor’s obligations have been lawfully restructured, rendering enforcement of a
favorable court ruling nearly impossible. Consequently, the absence of an
integrated, rapid, and effective dispute resolution mechanism within the PKPU
process constitutes a clear legal vacuum.”

This procedural gap has direct consequences for creditor influence during
voting on peace plans. Voting weight derives from the value of recognized claims,
and claim rejection effectively nullifies or diminishes creditor voting power.”®
Fully rejected claims confer no voting rights, leaving creditors as passive
observers, while partially recognized claims reduce voting strength
proportionally. These dynamics allow debtors to manipulate the voting process by
targeting dissenting creditors, generating an artificial majority that may approve a
peace plan not on its substantive merit but due to procedural exclusion of
opposing voices. The legal void also severely affects creditors after
homologation.”” Article 286 binds the approved peace plan to all creditors,
including those with unrecognized claims, and rejected claims are removed from
the Fixed Claims List, extinguishing the debtor’s obligations under the plan. Post-
homologation civil litigation provides an inadequate remedy, as court decisions in
favor of creditors often confront enforcement obstacles against a debtor whose
obligations have been lawfully restructured. Consequently, creditors with rejected
claims remain unprotected, their voting rights nullified, and their economic
recovery impaired, while alternative remedies fail to provide certainty. This
situation exemplifies the inherent legal vacuum within UUK-PKPU and
demonstrates the statute’s failure to ensure adequate protection and justice for a
primary class of stakeholders.”
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Legal Protections for Creditors with Rejected Claims

The need to recontextualize and reform the Bankruptcy and Suspension of Debt
Payment Act (UUK-PKPU) arises from a detailed evaluation of its current
implementation. Lawmakers designed this legislation in response to a crisis, yet
contemporary economic realities in Indonesia require its immediate recalibration.
Legal frameworks must evolve in tandem with economic development. The
Indonesian business environment of 2024 exhibits increasing complexity in
transactions, the proliferation of diverse financial instruments, and heightened
expectations for corporate governance, which contrast sharply with the emergency
conditions of 1998. Maintaining a legal framework intended for crisis situations
within a normal economic environment fails to address current challenges and
may produce unintended negative consequences. Indonesia must therefore shift
bankruptcy law reform from a focus on procedural speed to a system that balances
expediency, effectiveness, and substantive justice. Debt resolution should achieve
not only timely completion but also equitable outcomes. Achieving this goal
requires reforms such as recalibrating evidentiary standards to prevent abuse,
creating an integrated adjudication mechanism for disputed claims, explicitly
protecting workers” rights, and strengthening oversight of curators and
administrators. These reforms can transform UUK-PKPU into a modern, balanced
statute capable of meeting twenty-first-century economic demands.

Despite its conceptual appeal as a corporate rescue mechanism, PKPU reveals
fundamental procedural and substantive weaknesses that compromise the law’s
capacity to ensure justice. The claims verification process, in particular, exposes a
significant vulnerability. Court-supervised creditor meetings aim to produce an
accurate mapping of debt obligations, yet debtors frequently reject claims without
adequate justification. The absence of mandatory financial transparency
exacerbates this vulnerability. Supervising Judges exercise discretion under Article
280, which functions as a procedural safeguard but fails to provide definitive
remedies for creditors. Verification meetings, theoretically forums of equality,
often become arenas of power asymmetry because debtors control internal
financial records while administrators and creditors rely on voluntary disclosure.
This imbalance allows debtors to strategically dispute claims, reduce total debt,
weaken opposition votes, or coerce bilateral settlements unfavorable to creditors.
Administrators, limited by statutory mandates, often cannot investigate or
challenge such disputes, shifting the evidentiary burden onto creditors within fast-
moving proceedings.”

The lack of financial transparency facilitates unjust claim rejection. Debtors face
no statutory requirement to submit audited financial statements, transforming
financial records into inaccessible black boxes. Creditors must reconstruct the
debtor’s position without reliable information, enabling debtors to contest valid
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claims with minimal accountability. Mandating audited financial statements as a
precondition for initiating PKPU would establish a shared factual foundation,
empower administrators and Supervising Judges to verify claims rigorously, and
reduce opportunities for procedural abuse.®

Article 280 exemplifies systemic inadequacy by granting Supervising Judges
broad discretionary powers without explicit criteria, creating arbitrariness that
conflicts with rule-of-law principles. The absence of an effective and definitive
appeals mechanism intensifies this weakness, leaving affected creditors without
practical recourse. Ordinary civil litigation cannot provide timely or effective
remedies, placing creditors at a structural disadvantage while permitting debtor
manipulation to persist. Collectively, these weaknesses debtors’ ability to exploit
procedural rights, insufficient transparency, and lack of effective dispute
resolution—erode trust in PKPU as a fair corporate rescue framework. If
unresolved, this erosion may discourage market participants from utilizing PKPU
and undermine broader economic restructuring objectives. Addressing these
interconnected issues requires comprehensive legislative reform. Reforms must
reconstruct verification procedures, mandate full financial transparency, establish
an integrated and fair adjudication process for disputed claims, and redefine the
roles and responsibilities of all stakeholders. These measures ensure that PKPU
functions efficiently, effectively, and justly, aligning its implementation with the
substantive principles of fairness and equity that should underpin modern
bankruptcy law in Indonesia.

Law functions as a dynamic instrument that continuously reflects the evolving
needs of the society it governs. It does not remain static but adapts to address
emerging challenges and shifting economic realities. The PKPU policy exemplifies
this adaptive principle by introducing speed and efficiency as central elements in
Indonesia’s insolvency framework. Despite its effectiveness in responding to the
economic crisis of the late 1990s, the contemporary relevance of this legal
framework requires critical examination. The economic environment has
transformed substantially due to globalization, digitalization, and rapid financial
innovation. Modern enterprises operate under conditions that were largely
unimaginable when the law was enacted, including complex corporate structures,
asset-light technology-driven business models, diverse debt instruments, and
extensive cross-border interactions. These developments demand a restructuring
framework that is not only swift but also flexible, intelligent, and capable of
ensuring substantive fairness for all stakeholders.®!
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The economic and business landscape in Indonesia during the 1990s was
dominated by asset-intensive sectors such as manufacturing, property,
agribusiness, and mining, with corporate ownership concentrated in diversified
family conglomerates. Companies relied predominantly on bank loans for capital,
and although capital market instruments existed, they were limited in depth and
scope. Technology served primarily as an operational support tool rather than a
core source of value, and corporate restructuring mechanisms were
underdeveloped, with dispute resolution often taking the form of adversarial
litigation. In contrast, the modern economy is characterized by the proliferation of
technology-driven enterprises that derive value primarily from intangible assets,
including intellectual property, software, data, and brand recognition. These
companies often prioritize market growth over immediate profitability, rely on
complex capital structures involving venture capital and private equity, and
utilize innovative hybrid debt instruments. Peer-to-peer lending platforms and
crowdfunding have further decentralized access to capital, while global supply
chains and international markets create interconnected risks that amplify the
effects of financial distress across borders.*

The current PKPU framework demonstrates significant limitations in
accommodating these modern business realities. It relies heavily on traditional
asset valuation methods that inadequately capture the value of intangible assets,
and it struggles to assess the financial health of enterprises that deliberately
operate at a loss to secure growth. The absence of specific provisions for protecting
intellectual property during restructuring exposes high-value corporate assets to
potential depreciation or misuse. Complex capital arrangements, such as preferred
shares and investor rights in venture-funded companies, challenge the law’s
ability to clearly define creditor entitlements and prioritize claims. Moreover, the
current procedures are ill-suited for managing claims from numerous small
creditors participating through decentralized platforms, and the lack of
comprehensive cross-border insolvency provisions prevents effective coordination
with foreign jurisdictions, reducing the law’s applicability in a globalized
economy.®

These structural and functional gaps highlight the necessity of recalibrating
legal protections to balance debtors’ rights to restructure with creditors’ rights to
fair repayment. Debtors must retain access to corporate rescue mechanisms, but
such access must be conditioned on transparency, accountability, and good faith to
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prevent strategic abuse.® Creditors require clear and meaningful rights, including
access to accurate financial information, equitable participation in dispute
resolution, and mechanisms that ensure fair evaluation of claims. Achieving this
balance requires comprehensive legislative reform that modernizes the PKPU
framework, integrates technology to facilitate efficient processes, develops
protocols for managing intangible assets and complex financial instruments, and
aligns domestic law with international cross-border insolvency standards.
Implementing these reforms will transform UUK-PKPU from a reactive, crisis-era
legal tool into a proactive and adaptive framework capable of addressing the
complexities of contemporary business structures, financial innovation, and global
economic dynamics while ensuring equitable outcomes for all stakeholders.®

The procedural and substantive weaknesses embedded within the PKPU
process, particularly those affecting the protection of creditors whose claims are
rejected, the subsequent step involves formulating a concrete and implementable
model for legal reconstruction. This reform effort must extend beyond critique to
provide clear, logical, and normatively grounded solutions that uphold principles
of justice. The proposed reconstruction does not merely represent superficial
modification but constitutes a comprehensive intervention into the structural
framework of UUK-PKPU, addressing the systemic deficiencies that have
compromised its fairness and effectiveness. The proposed reconstruction relies on
three interdependent and mutually reinforcing components.® The first component
focuses on preventive measures to enhance transparency at the outset of the
process, requiring debtors to submit audited financial statements as a
foundational requirement. The second component emphasizes curative measures
to fill gaps in dispute resolution by establishing a rapid and binding adjudication
mechanism for claims that are rejected within the PKPU procedure. The third
component involves legislative reforms designed to eliminate ambiguity,
including the revision or amendment of Article 280 of UUK-PKPU to replace it
with a more precise and equitable mechanism that ensures consistent application
and legal certainty.?”
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Coordinated implementation of these components has the potential to
transform the PKPU process from a system vulnerable to strategic abuse into a
credible, transparent, and just forum for corporate restructuring. By
institutionalizing financial transparency, providing enforceable dispute resolution,
and clarifying legal provisions, the reconstructed framework can simultaneously
safeguard creditors’ rights and support debtors’ legitimate restructuring efforts.
This approach establishes a balanced legal environment that aligns procedural
efficiency with substantive fairness, ensuring that PKPU functions not only as a
tool for expedient resolution but also as a mechanism that guarantees equitable
outcomes and strengthens overall trust in the corporate rescue framework.®

In the current framework, debtors control all financial data while creditors must
operate without verified information, creating an environment in which debtors
may request extraordinary privileges, including the suspension of all debt
obligations and immunity from enforcement actions, without a corresponding
obligation to disclose their true financial condition. The absence of a mandatory
requirement to provide audited financial statements effectively creates an opaque
process in which trustees and creditors must rely on unilateral records supplied
by the debtor, who possesses strong incentives to present the most favorable
representation of their financial position.® By mandating the submission of
financial statements audited in accordance with Indonesian Public Accountant
Professional Standards and conducted by independent accounting firms without
conflicts of interest, the legal framework would establish a common factual
foundation for all parties, enhance transparency, reduce opportunities for
arbitrary rejection of legitimate claims, and empower trustees to conduct
verifications based on objective and credible data. The availability of clear and
verified financial information would also facilitate more efficient negotiations and
allow debtors to develop restructuring plans grounded in actual financial
conditions rather than assumptions or unilateral claims. Potential concerns
regarding the additional costs of audits for debtors can be addressed by
recognizing that such audits represent standard corporate governance practices
for medium and large enterprises and function as a strategic investment to ensure
a fair and credible restructuring process. For micro and small enterprises, the
regulation can incorporate proportionality by requiring simplified financial
reporting that balances cost considerations with the need for transparency.
Establishing transparency at the outset of the Debt Payment Suspension process
fundamentally addresses the structural roots of disputes and inequities that have

8 Dhamar Yudho Aji and Utomo Sarjono Putro, ‘System Dynamics Modeling of Leveraging
Geothermal Potential in Indonesia towards Emission Reduction Effort: A Case Study in Indonesia
State-Owned  Energy  Enterprise’, = Remewable = Energy  Focus, 51  (2024), 100612
https://doi.org/https://doi.org/10.1016/j.ref.2024.100612

8 Dina Desvita Pramesti Putri, ‘Penerapan Perampasan Aset Sebagai Pidana Tambahan Dalam
Pemberantasan Tindak Pidana Korupsi Di Indonesia’, Jurnal Hukum Samudra Keadilan, 19.2 (2025),
302-19 https://doi.org/10.33059/jhsk.v19i2.10712
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]
historically arisen during downstream proceedings, thereby promoting fairness,
accountability, and efficiency in the management of debtor-creditor relations.”

The proposed amendment to the debt payment suspension framework focuses
on establishing a rapid and binding mechanism for resolving disputed claims
within the PKPU process. Despite the importance of preventive measures through
financial transparency, disputes over claims may still arise.” Therefore, a second,
curative pillar of reconstruction involves creating a fair, expedited, and integrated
adjudication mechanism within the PKPU process itself. This initiative directly
addresses the most critical legal vacuum identified in the current framework. The
primary issue stems from the absence of a dedicated adjudication forum within
PKPU proceedings. Currently, creditors whose claims are challenged remain in
legal uncertainty, relying only on the discretionary authority of the Supervisory
Judge under Article 280 of the PKPU Law. They are forced to pursue ordinary civil
litigation, which is slow and inefficient. This gap constitutes a legislative anomaly,
given that a similar renvoi procedure is explicitly provided in bankruptcy under
Article 127 of the PKPU Law.”

The proposed model, referred to as “PKPU Renvoi” or the PKPU Disputed
Claims Adjudication Procedure, adapts the principles of the renvoi mechanism in
bankruptcy and integrates them into Chapter III of the PKPU Law. Procedurally,
the mechanism is triggered when a claim is disputed during the verification
meeting and mediation led by the Supervisory Judge fails. Upon request from the
creditor, the administrator, or on the judge’s own initiative, the Supervisory Judge
must refer the dispute to the Commercial Court panel handling the main PKPU
case, ensuring contextual consistency and judicial expertise.”® The adjudication
proceeds as a summary proceeding with a strict timeline, requiring the panel to
issue a decision within thirty days of referral. Parties may submit additional
evidence and legal arguments in one or two brief hearings. The standard of proof
follows substantive civil procedure standards while respecting the accelerated
timeframe. The court issues a decision, including interlocutory decisions, solely on
the disputed claim’s validity and amount, determining whether it is fully
recognized, partially recognized, or rejected.**
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This integrated adjudication mechanism directly addresses the legal vacuum,
providing creditors with a predictable and binding forum to defend their rights.*
It guarantees due process by allowing creditors to be heard and ensures that
dispute resolution is part of the PKPU process rather than a separate, slower
procedure. By transferring adjudicative authority from the Supervisory Judge to
the Commercial Court panel, the mechanism reduces the discretionary burden on
the Supervisory Judge, allowing the judge to focus on oversight while maintaining
procedural fairness. Legislative intervention further strengthens this
reconstruction by revising or replacing Article 280 of the PKPU Law, which
currently grants ambiguous and discretionary authority to the Supervisory Judge.
The revised framework either eliminates Article 280 entirely or amends it to
function as a reference to the new adjudication mechanism, thereby removing
ambiguity and integrating the legal provision into a structured dispute resolution
process. Clear procedural channels for judicial review are established:
interlocutory decisions on disputed claims are final and binding within the PKPU
process, while parties may challenge the final homologation decision through
existing appellate mechanisms. This ensures a balance between speed and fairness
while embedding dispute resolution into the PKPU framework.%

The comprehensive reconstruction of PKPU norms therefore encompasses three
pillars. Mandatory submission of audited financial statements addresses
transparency deficiencies, the integrated adjudication mechanism resolves the
absence of a formal forum for disputed claims, and legislative amendments to
Article 280 remove discretionary ambiguity and legal uncertainty. Implementing
these pillars transforms the PKPU process into a system founded on transparency,
accountability, and procedural justice. Debtors” rights to a second chance are
protected while creditors” rights to fair repayment are guaranteed through a
credible, evidence-based, and expedient dispute resolution process.?” Institutional
capacity must accompany substantive reforms to ensure effective implementation.
Strengthening the role of the Supervisory Judge involves shifting from a passive
process overseer to an active justice facilitator. Judges must conduct structured
mediation sessions for disputed claims, applying their authority to direct
unresolved disputes to the Commercial Court panel. Capacity-building measures
include continuous education in law, accounting, and finance, as well as access to
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institutional support through expert staff in financial and accounting analysis.
Simultaneously, administrators must meet higher professional and accountability
standards to act as independent verifiers rather than mere record keepers for
debtors. By reinforcing these institutional pillars, the reconstructed PKPU
framework ensures that legal norms are operationalized effectively, achieving a
balance between efficiency, transparency, and equitable treatment of all parties.”

PKPU administrators occupy a frontline role in the verification process. They
are the initial recipients of claims, responsible for reconciliation, and tasked with
making preliminary classifications that significantly influence the outcome.
Consequently, their professionalism, independence, and accountability are
essential to ensuring a verification process that is fair, reliable, and credible.
Currently, the roles and accountability mechanisms of PKPU administrators under
the Bankruptcy and Suspension of Debt Payment Law (UUK-PKPU) exhibit
significant weaknesses. Administrators operate in an ambiguous space where
loyalties are unclear, particularly in voluntary PKPU cases where they are often
proposed by the debtor. This creates potential conflicts of interest and uncertainty
regarding to whom administrators owe primary loyalty: the proposing debtor, the
appointing court, or the collective body of creditors. This ambiguity frequently
leads administrators to adopt positions favoring the debtor, including in
contesting claims. Moreover, the absence of binding professional standards or
mandatory due diligence procedures in verifying claims results in highly variable
verification quality, dependent solely on the integrity and initiative of individual
administrators. Although Article 234 paragraph (4) UUK-PKPU stipulates
administrator liability for errors or negligence, practical mechanisms for creditors
to demonstrate such negligence and seek redress are complex, burdensome, and
costly, discouraging many from pursuing accountability.!®

Addressing these deficiencies requires institutional reconstruction to reinforce
administrator independence, professionalism, and accountability. Strengthening
independence can be achieved through improved appointment mechanisms, such
as establishing a panel of vetted independent administrators under the
supervision of the Supreme Court, from which appointments are made randomly
or on a rotational basis rather than based on debtor proposals. Alternatively, if
debtor proposals are retained, creditor ratification by majority vote in preliminary
meetings can provide a check against conflicts of interest. Binding professional
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standards should be implemented through regulations that define clear Standard
Operating Procedures (SOPs) for claim verification. SOPs must impose obligations
for reasonable due diligence, preliminary investigations of material discrepancies,
and written justification for disputed claims based on factual or legal grounds.
Oversight and disciplinary mechanisms should also be strengthened by
empowering professional organizations to enforce ethical standards, simplifying
complaint procedures for creditors, and clarifying the legal threshold for gross
negligence that triggers personal liability.!?!

This institutional reconstruction transforms PKPU administrators from
potential instruments of debtor influence into pillars of integrity, ensuring that
verification is conducted professionally, independently, and transparently. 1%
Combined with enhanced supervisory roles for monitoring judges, improved
financial transparency, and integrated dispute adjudication mechanisms, this
approach establishes a holistic, living system in which rules, actors, and processes
operate harmoniously. The reform not only addresses procedural gaps but fosters
a new legal culture in debt restructuring in Indonesia, grounded in transparency,
professionalism, and unwavering commitment to justice. At the micro level, it
substantially improves creditor protection, while at the macro level, it signals to
domestic and international investors that the Indonesian legal system is credible
and predictable, thereby supporting financial stability and fostering a conducive
investment environment.'*

Conclusion

Based on a comprehensive analysis, three main conclusions emerge that
address the research questions. First, Law Number 37 of 2004 on Bankruptcy and
Suspension of Debt Payment Obligations does not provide optimal or equitable
legal protection for all creditors, especially those whose claims are contested or
rejected by the debtor during the PKPU verification process. Although the law is
theoretically grounded in principles of balance, it creates a significant legal
vacuum in practice because it lacks an effective and integrated mechanism for
resolving disputed claims within the PKPU framework. Consequently, creditors
who suffer from unilateral debtor objections cannot access a fair or timely forum
to substantiate their claims, which results in the loss of voting rights and equitable
entitlement to repayment. Second, the weaknesses in the PKPU verification
process manifest in three areas. The law does not require debtors to provide
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transparent financial information at the beginning of the process, such as audited
financial statements, which creates substantive vulnerability. The procedural
framework does not include a clear mechanism for resolving disputed claims, and
the discretionary provisions of Article 280 fail to provide legal certainty.
Administrators often conduct verification passively, while Supervisory Judges
exercise limited authority restricted to process management without full
adjudicative powers. These weaknesses, originally designed for crisis conditions
that prioritize speed, now prove counterproductive in non-crisis economic
environments, enabling debtors to exploit the system strategically to reduce
liabilities and undermine fair business practices. Third, a reconstruction of the
PKPU framework based on justice, progressive law, and the values of Pancasila
requires holistic reform across three pillars. Preventive reforms should mandate
that debtors submit audited financial statements at the outset to create
transparency and an objective factual basis. Curative reforms must establish a
rapid and integrated adjudication mechanism for disputed claims, allowing
Commercial Court Panels to examine and resolve conflicts efficiently. Institutional
and legislative reforms should clarify or replace ambiguous provisions, strengthen
professional standards, and ensure accountability for administrators conducting
objective verification. Implementing these reforms will transform the PKPU
process from a system vulnerable to unilateral manipulation into a credible, fair,
and predictable forum for debt restructuring, thereby enhancing legal certainty,
protecting creditor rights, and improving trust in the financial and business
environment.
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