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Overview of Bankruptcy Law in Indonesia 

 

1. Bankruptcy Definition 

 

Law Number 37 of 2004 on Bankruptcy and Suspension of Debt Payment Obligations 

(“Bankruptcy Law”) distinguish between the terms of “bankruptcy” and “insolvency”. 

According to Bankruptcy Law, Bankruptcy is defined as general confiscation to all the Debtor’s 

assets that will be managed and liquidated by administrator(s) under supervision of a 

Supervisory Judge as regulated in this law. Insolvency, on the other hand, is defined as the state 

of inability to pay debts. Hence, in some cases, to be declared bankrupt, a company does not 

have to be insolvent.  

 

In addition, Bankruptcy Law also recognizes a court-supervised restructuring called Suspension 

of Debt Payment Obligations (“PKPU”). The purpose of filing PKPU is providing a debtor to 

prepare a proposal (known as “Composition Plan”) to its creditors. 

 

2. Requirements 

 

Either bankruptcy or PKPU petition can be filed either by creditor(s) or a debtor itself. To be 

declared bankrupt or PKPU, a debtor has to be proven to have a minimum two creditors and at 

least one of the debts is matured and payable. Unlike some countries who adopts insolvency test 

to declare a company bankrupt, Indonesia does not recognize such mechanism. As long as the 

applicant is able to simply prove the debtor has minimum two creditors which one of its debts is 

matured and payable, then the application will be accepted by the court. To prove a debtor’s 

debt in a simple way meaning the debts are indisputable. It should be noted, however, a dispute 

on the amount of debts does not hinder the debtor to be declared bankrupt. In addition to 

debtor or creditor, a public attorney is allowed to file bankruptcy to debtor for the purpose of 

public interests. 
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Specific requirements also apply for certain debtors as below : 

a. Bank Indonesia is the only authorized institution to file bankruptcy or PKPU petition against 

a bank; 

b. Financial Services Authority (OJK) is the only authorized institution to file bankruptcy or 

PKPU petition against a security company, the stock exchange, clearing institution, or central 

securities depository; 

c. Minister of Finance is the only authorized institution to file bankruptcy or PKPU petition 

against an insurance company, re-insurance company, pension funds, state-owned enterprises 

which is engaged in public interests, meaning the capital of the state-owned enterprise is not 

divided into shares and entirely owned by the state of Republic of Indonesia. 

 

3. Types of Creditors 

 

Bankruptcy Law classify creditors into 3 (three) categories, i.e. secured creditors, unsecured 

creditors and preferred creditors. A secured creditor has the privilege to enforce security interest 

upon debtor’s assets even though the debtor has been declared bankrupt or under PKPU. In 

practice, however, this privilege can be intervened by Receiver(s) or Administrator(s). Receiver(s) 

or Administrator(s) is authorized to delay security enforcement by a secured creditor for 

maximum 90 (ninety) days in order to increase the chance of reaching settlement between debtor 

and creditors. 

 

4. Court Proceedings 

 

Bankruptcy or PKPU to be registered in relevant commercial court where the domicile of 

debtor. In bankruptcy case, the court will have to read a decision at the latest 60 (sixty) days 

upon registration date. As for PKPU, the court must have read a decision no longer than 3 

(three) days upon registration if PKPU is filed by the debtor or 20 (twenty) days upon 

registration if PKPU petition is submitted by creditor(s). There are situations where a debtor 

pays the claimed debts to creditor(s) during court hearings rather than being declared bankrupt 
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or under PKPU. In such case, the judges commonly consider bankruptcy petition does not fulfill 

requirements of having minimum two creditors and at least one of its receivables is matured and 

payable. Out of court settlement is also possible during court hearings. In such case, the 

creditor(s) as applicant will revoke bankruptcy or PKPU petition. Revocation of bankruptcy or 

PKPU petition is allowed during court hearing to the extent that the judges have not read a 

decision. Once the court declares a debtor bankrupt or under PKPU, there shall be a standstill 

condition where the debtor is prohibited to make any payments to creditor(s), unless its payment 

to be made to all creditors. 

 

In the decision, the court will also appoint a Supervisory Judge and Receiver(s) for bankruptcy or 

Administrator(s) for PKPU. There is no available legal action for PKPU decision while 

bankruptcy decision can be appealed to Supreme Court at the latest 8 days after the decision is 

read. The appeal, however, does not hinder the appointed Receiver(s) to perform its duties, e.g. 

to confiscate debtor assets. The appellant must also have lodged its memorandum of appeal in 

the same day with registration of the appeal. At this stage, the Supreme Court has to read 

decision at the latest 60 (sixty) days after receiving dossier of the appeal. Judgement review (PK) 

can be filed against Supreme Court decision. 

 

5. Creditors Meeting 

 

Upon bankruptcy declaration, the appointed Supervisory Judge shall determine: 

a. The date of first Creditors Meeting; 

b. The latest date of receivables submission; 

c. The latest date of tax obligation verification; 

d. Day, date and time of creditor meeting to verify the submitted receivables.  

 

The appointed Receiver(s) will then summon all the creditors and publish such Judge decision in 

at least 2 (two) daily newspapers. If the bankrupt debtor proposes a Composition Plan, the 

Supervisory Judge will also determine the date for Creditors Meeting with agenda to discuss and 



 4 

 

 

to vote on the proposed Composition Plan. 

 

6. Composition Plan 

 

Composition Plan is a proposal made by a Debtor, containing payments schedule of partial or 

whole debts to creditors. A bankrupt debtor is entitled to propose a Composition Plan to its 

creditors after bankruptcy declaration. If the debtor does not propose a composition plan, then 

the debtor will be declared insolvent. Consequently, the Receiver(s) will liquidate the debtor’s 

assets to be auctioned. The results of auction will be used to pay the debtor’s debts 

proportionally. The Receiver(s), upon creditors and Supervisory Judges could also continue the 

debtor business as going concern. On the other hand, if a bankrupt debtor propose a 

Composition Plan and it is successful – meaning it meets the quorum requirements – then the 

debtor can resume its business activities subject to ratification of settlement agreement by the 

court. To meet the quorum, a bankrupt Debtor has to obtain approval more than 50% of 

unsecured creditors and represent at least 2/3 of the receivables sum which is acknowledged and 

its representative attended the meeting.  

 

In PKPU process, if PKPU petition is granted by the court, the debtor will be declared under 

temporary PKPU for maximum 45 days. The debtor is obliged to propose a Composition Plan. 

It can be proposed during court hearings or to be proposed in the period of temporary PKPU. 

To be ratifiable, the Composition Plan has to be approved by more than ½ of secured and 

unsecured creditors which represent at least 2/3 of the receivables sum that is acknowledged and 

its representative attend the meeting. 

 

7. Creditors Committee  

 

Temporary Creditors Committee could be appointed along with court declaration of bankruptcy, 

consisting of 3 (three) creditors. After verification of receivables, the Supervisory of Judge is 

obliged to propose appointment of Creditors Committee to creditors. The member of Creditors 
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Committee could be existing member of temporary Creditors Committee or appointing new 

members. Creditors Committee is formed as representative of creditors to give advices to 

Receiver(s) in bankruptcy process. Creditors Committee is authorized to ask any documents in 

relation to bankruptcy to Receiver(s). If necessary, Creditors Committee could also propose an 

additional creditors meeting. As for PKPU, the court shall appoint Creditors Committee if 

PKPU process involves complicated debts and many creditors or it is requested by creditors who 

represent at least ½ of acknowledged receivables.           

 

 

           

Disclaimer: 

This article is provided as information purposes only, and should not be deemed as legal advice nor 

interpreted as a client-attorney relationship. A proper legal advice should always be sought before 

exercising any legal action based on the information on this article.                                                                                                                                                

 
 
  
 


