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Abstract
The increasing penetration of multinational enterprises into the Indonesian market poses intricate legal dilemmas, especially in cases of corporate insolvency. This investigation assesses the authority of Indonesia's Commercial Courts in adjudicating the bankruptcy proceedings of overseas firms and evaluates the acknowledgment of extraterritorial bankruptcy rulings under private international law principles. Employing a normative juridical methodology that incorporates statutory and conceptual analyses, the inquiry relies on primary legal sources such as statutes, supplemented by secondary materials including academic literature. The results reveal that Commercial Courts exercise jurisdiction over foreign debtors predicated on their conduct of business operations within Indonesia. Nonetheless, this authority is confined to territorial boundaries, rendering the recovery of assets situated overseas effectively impossible. Moreover, prevailing Indonesian legislation lacks explicit provisions for recognizing foreign bankruptcy judgments. Consequently, these rulings serve merely as supportive evidence and lack direct enforceability absent an international treaty or the doctrine of reciprocity. This legislative shortfall substantially undermines safeguards for creditors in transnational dealings, underscoring the pressing imperative for Indonesia to enact the UNCITRAL Model Law on Cross-Border Insolvency as a pivotal reform measure.
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A. INTRODUCTION
The escalating forces of the worldwide economy have spurred the extensive proliferation of multinational corporations across diverse legal domains, encompassing Indonesia. While the entry of these transnational enterprises delivers substantial investment advantages, it simultaneously introduces profound legal intricacies, particularly amid insolvency or bankruptcy scenarios involving foreign firms. This concern holds paramount importance, given that Indonesia's framework for bankruptcy regulation—governed by Law No. 37 of 2004 on Bankruptcy and Suspension of Debt Payment Obligations (KPKPU Law)—retains a predominantly domestic focus and has yet to comprehensively address the nuances of cross-border insolvency[footnoteRef:1] has not explicitly accommodated  a comprehensive cross-border insolvency mechanism.[footnoteRef:2] The incompleteness of this regulation is the starting point of juridical problems that require in-depth study. [1:  Law of the Republic of Indonesia, "Law of the Republic of Indonesia Number 37 of 2004 concerning Bankruptcy and Suspension of Debt Payment Obligations," Database of Bpk Ri Regulations, 2004, 55.]  [2:  Sutan Remy Sjahdeini, Hukum Kepailitan Memahami Undang-Undang No. 37 Tahun 2004 Tentang Kepailitan, (Jakarta: Pustaka Utama Grafiti, 2023).
] 

Theoretically, cross-border insolvency is based on two main approaches: universalism and territorialism. The universalist approach advocates a single forum with authority over all of a debtor’s assets worldwide, while the territorialist approach confines the effect of bankruptcy decisions to the jurisdiction of the country where the judgment is issued.[footnoteRef:3] In actual application, Indonesia adheres to the territoriality principle, whereby bankruptcy rulings from foreign courts receive neither automatic recognition nor enforceability within its territory. This approach diverges from that of nations embracing the UNCITRAL Model Law on Cross-Border Insolvency 1997, which establishes a more systematic and holistic framework for the acknowledgment and execution of extraterritorial bankruptcy judgments.[footnoteRef:4] [3:  B Wessels et al., International Cooperation in Bankruptcy and Insolvency Matters, (Oxford University Press, 2023) : 268.]  [4:  UNCITRAL, “UNCITRAL Model Law on Cross-Border Insolvency with Guide to Enactment and Interpretation,” United Nations, 2022, https://uncitral.un.org/en/texts/insolvency/modellaw/cross-border_insolvency.] 

This research addresses two principal issues: firstly, the establishment of jurisdiction for Indonesian courts in adjudicating and resolving bankruptcy proceedings involving foreign corporations; secondly, the evaluation of mechanisms for recognizing foreign bankruptcy judgments in Indonesia, analyzed through the lens of private international law.
The gap analysis in this study reveals a significant disparity between das sollen (what ought to be) and das sein (what is). Normatively, there should be clear legal provisions governing jurisdiction, recognition, and enforcement of foreign bankruptcy judgments to ensure legal certainty for both creditors and debtors. However, in practice, the KPKPU Law only partially accommodates the international aspects of insolvency, leaving Indonesian courts to confront a legal vacuum (rechtsvacuum) when handling cross-border bankruptcy cases.[footnoteRef:5] The absence of bilateral and multilateral instruments that bind Indonesia in the context of cross-border insolvency further exacerbates this condition.[footnoteRef:6] [5:  Lia Nopiharni Puspitasari et al., “Problematika Eksekusi Harta Pailit Dalam Cross Border Insolvency,” Jurnal Usm Law Review 4, no. 2 (2021) : 743–55, https://doi.org/10.26623/julr.v4i2.4238.]  [6:  Putu Eka Trisna Dewi, “The Cross-Border Insolvency in the Execution of Bankrupt Assets Outside Indonesian Jurisdiction: A Comparative Study with Malaysia, Singapore, and the Philippines,” IKAT: The Indonesian Journal of Southeast Asian Studies 5, no. 1 (2021): 47, https://doi.org/10.22146/ikat.v5i1.64157.] 

In terms of state of the art, this study differentiates itself from prior research, which generally focuses on domestic bankruptcy issues or addresses cross-border insolvency in broad terms without specifically examining jurisdictional construction and the mechanisms for recognizing foreign judgments within the Indonesian legal system.[footnoteRef:7] This study integrates a comparative analysis of the adoption of the UNCITRAL Model Law in various countries as material for the renewal of Indonesian regulations.[footnoteRef:8] Based on the foregoing discussion, this study aims to analyze the jurisdictional framework of Indonesian courts in handling the bankruptcy of foreign companies and to examine the mechanism for recognizing foreign bankruptcy judgments within the context of Indonesian private international law. [7:  Rahayu Hartini, Hukum Kepailitan Edisi Revisi Berdasarkan UU No 37 Tahun 2004 Tentang Kepailitan Dan Penundaan Kewajiban Pembayaran Utang, (Malang: UPT Percetakan Uiversitas Muhammadiyah, 2021) dalam S H Jono, Hukum Kepailitan, (Jakarta : Sinar Grafika, 2025) : 230. 
]  [8:  Muhammad Ihsan Firdaus, "The Omnibus Law Method in Law Reform in the Formation of Laws and Regulations in Indonesia (A Comparative Study of Canada, the United States, the Philippines and Vietnam)," Ius Quia Iustum Legal Journal 30, no. 2 (2023): 233–55, https://doi.org/10.20885/iustum.vol30.iss2.art1.] 


RESEARCH METHODS
This investigation adopts a normative juridical methodology, centering on codified legal provisions as the core subject of scrutiny. This approach is selected due to the doctrinal essence of the topic, specifically the formulation of jurisdictional authority and the procedures for acknowledging foreign bankruptcy rulings within Indonesia's established legal order. Primary legal sources comprise two fundamental statutes. Firstly, Law No. 37 of 2004 concerning Bankruptcy and Suspension of Debt Payment Obligations (KPKPU Law), which constitutes the principal normative foundation for evaluating Commercial Court jurisdiction and the criteria for bankruptcy declarations, encompassing matters with foreign involvement. Secondly, Law No. 24 of 2000 on International Agreements, pertinent to examining the integration of international law into Indonesia's juridical structure, especially concerning the prospective recognition of overseas bankruptcy decisions. These statutes undergo systematic review to ascertain their explicit treatment of transnational insolvency aspects.
Furthermore, the research incorporates secondary legal resources, such as academic journals addressing cross-border insolvency, private international law, and comparative bankruptcy regimes. These materials bolster the examination and situate the study amid prevailing scholarly dialogue. Legal sources are gathered via library-based inquiry, involving the identification, examination, and categorization of statutes, judicial rulings, and pertinent publications. The evaluation employs a prescriptive-analytical technique, which delineates prevailing norms while appraising their sufficiency for tackling modern global insolvency challenges and recommending requisite legislative adjustments.
B. RESULTS OF RESEARCH AND DISCUSSION
1. Construction of Indonesian Court Jurisdiction in Foreign Company Bankruptcy Cases
The authority of the Commercial Court to address bankruptcy proceedings with foreign components rests on Article 2(1) read together with Article 3(4) of Law No. 37 of 2004 concerning Bankruptcy and Suspension of Debt Payment Obligations (KPKPU Law). Article 2(1) stipulates that a debtor possessing at least two creditors and unable to settle at least one matured obligation may be adjudged bankrupt. Article 3(4), in turn, broadens the court's reach by specifying that when a debtor lacks a domicile in Indonesia yet engages in business activities there, the appropriate Commercial Court is that encompassing the debtor's business location. This statutory structure forms the foundational legal ground enabling Indonesian Commercial Courts to entertain and resolve bankruptcy applications targeting foreign entities active within the country.[footnoteRef:9] [9:  Law of the Republic of Indonesia, "Law of the Republic of Indonesia Number 37 of 2004 concerning Bankruptcy and Suspension of Debt Payment Obligations."] 

From a pragmatic standpoint, jurisdictional scope can additionally expand via the doctrine of voluntary submission, whereby a foreign debtor expressly consents to the purview of an Indonesian court—such as via a forum selection provision in a commercial contract. This corresponds with insights from comparative analyses, which identify jurisdiction as the foremost challenge requiring resolution in transnational insolvency matters. Divergences across legal regimes frequently result in concurrent assertions of authority (overlapping jurisdictions), thereby obstructing the efficient execution of bankruptcy processes. Moreover, comparative examinations involving Indonesia, Malaysia, Singapore, and the Philippines demonstrate that the lack of a formalized mechanism for jurisdictional harmonization impedes curators' cross-border task fulfillment, consequently failing to safeguard creditors' interests to the fullest extent.[footnoteRef:10] [10:  Nurul Hikmah, “Legal Implications of the Territorial Principle on Cross-Border Insolvency in Indonesian Bankruptcy Law,” Justice Voice 3, no. 2 (2024): 87–96, https://doi.org/10.37893/jv.v3i2.1136.] 

A critical challenge emerges when a foreign debtor's assets span various jurisdictions beyond Indonesia alone. While Article 21 of the KPKPU Law declares that bankruptcy encompasses the entirety of the debtor's assets existing at the time of the pronouncement—including those obtained subsequently—this clause applies exclusively within territorial confines. Consequently, its reach is restricted to property situated in Indonesia. Indonesia's commitment to territorialism hinders the curator's functions, notably in locating and liquidating overseas assets. Such constraints may ultimately prejudice creditors, particularly if local assets prove inadequate to fully discharge the debtor's liabilities. The ramifications of this stance are profound: creditors are confined to recoveries from Indonesian assets, whereas extraterritorial debtor property remains effectively inaccessible absent structured international collaboration.[footnoteRef:11] [11:  Putra, "Execution of Bankruptcy Judgment on Foreign Capital Companies in Indonesia."] 

2. Mechanism for Recognition of Foreign Bankruptcy Judgments in the Indonesian Legal Framework
A core dilemma in transnational insolvency concerns the potential for foreign bankruptcy rulings to gain recognition and enforceability in Indonesia. Within Indonesia's prevailing legal regime, the response is unequivocally affirmative in the negative. The KPKPU Law offers no provisions for acknowledging or executing overseas bankruptcy determinations. This stance finds corroboration in case law, exemplified by Decision No. 26/PARILIT/2010/PN.Niaga.JKT.PST, which holds that judgments from foreign tribunals function solely as robust evidential aids concerning obligations and inter-party legal ties, contingent upon satisfying the criteria for an authentic instrument. Nevertheless, Indonesian courts cannot grant direct recognition or enforcement to these judgments without the backing of a ratified international agreement or invocation of the reciprocity doctrine.[footnoteRef:12] [12:  Muhammad Dzaky, Budi Santoso, and Hanif Nur Widhiyanti, “Analysis Of Cross-Border Insolvency Dispute Resolution In Insolvency Practice In Indonesia,” International Journal of Islamic Education, Research and Multiculturalism (IJIERM) 5, no. 3 (2023): 825–43, https://doi.org/10.47006/ijierm.v5i3.275.] 

The legal instrument linking national law with the international dimension in this context is Law No. 24 of 2000 on International Agreements. Article 4(1) provides that the Indonesian government may enter into international agreements based on principles of good faith and mutual benefit. Furthermore, Article 9(2) stipulates that such agreements must be ratified through legislation or presidential decrees, depending on their substance.
Consequently, reciprocal acknowledgment of foreign bankruptcy rulings becomes feasible solely via ratification of pertinent global accords, including the UNCITRAL Model Law on Cross-Border Insolvency 1997, following the procedures delineated in domestic legislation. Yet, absent such ratification by Indonesia, a normative void persists regarding the recognition of extraterritorial bankruptcy decisions.
This normative shortfall yields substantial operational repercussions. Curators designated in Indonesian bankruptcy processes hold no acknowledged authority abroad, impeding their ability to pursue and realize debtor assets overseas. The challenge intensifies due to the lack of institutionalized collaboration among insolvency practitioners internationally. Thus, Indonesia's bankruptcy apparatus proves inadequately prepared to navigate the mounting intricacies of global commerce. Contemporary analyses substantiate that the restricted executability of Indonesian bankruptcy rulings in transnational contexts stems chiefly from the dearth of a cohesive national framework for worldwide recognition. Accordingly, creditor safeguards in multi-jurisdictional dealings continue to face marked limitations.[footnoteRef:13] [13:  Elirica Aliyah Irwan Bauw and Ema Nurkhaerani, “Keterbatasan Kekuatan Eksekutorial Putusan Pailit Indonesia Dalam Perkara Kepailitan Lintas Negara,” Politik Dan Hukum Indonesia 2, no. 3 (2025): 60–70, https://doi.org/10.62383/amandemen.v2i3.966.] 

3. The Urgency of Legal Reform and the Adoption  of UNCITRAL Model Law
An analysis of Indonesia's established legal structure reveals that the territorialist paradigm, steadfastly embedded in the KPKPU Law, falls short of managing the intricacies of transnational insolvency amid the contemporary globalized marketplace. Numerous ASEAN nations, including Singapore, the Philippines, and Myanmar, have advanced their positions by integrating the UNCITRAL Model Law on Cross-Border Insolvency 1997 into their legislative systems. By comparison, Indonesia continues to depend on territorial principles, extending beyond cross-border insolvency to its overarching civil procedural regime.[footnoteRef:14] This regulatory lag risks placing Indonesia at a competitive disadvantage in attracting foreign investment. Multinational investors typically consider the availability of robust legal protections particularly the certainty of cross-border insolvency resolution as a key factor in their investment decisions.[footnoteRef:15] [14:  Andrian and Gunardi Lie, “The Cross-Border Insolvency Provision as Ius Contituendum of Bankruptcy Act of Indonesia,” Law Development Journal 6, no. 2 (2024): 180, https://doi.org/10.30659/ldj.6.2.180-199.]  [15:  Theodora Pritadianing Saputri, “Indonesia’s Bankruptcy Law Reform for Stronger Cross Border Creditors’ Protection,” Lex Lectio : Journal of Legal Studies 2, no. 2 (2023): 167–86.] 

The integration of the UNCITRAL Model Law on Cross-Border Insolvency 1997 stands as the foremost strategic and holistic remedy for rectifying current deficiencies. This model permits the acknowledgment of overseas insolvency actions, affords provisional safeguards to debtors, promotes synchronization of parallel proceedings spanning diverse jurisdictions, and bolsters the authority of foreign insolvency representatives in recovering debtor property. Nevertheless, Indonesia's implementation of this framework necessitates meticulous alignment across its juridical apparatus, encompassing the Civil Code, civil procedural statutes, private international law provisions, and the KPKPU Law, thereby forging a unified and cohesive bankruptcy regime. This transformation transcends theoretical discourse, emerging as an imperative priority that Indonesian legislators must address without delay to secure juridical predictability and enhance positioning within the international economic arena.
4. Research Limitations
This investigation presents certain constraints that warrant recognition for an accurate evaluation of its conclusions. Primarily, it depends exclusively on a normative juridical methodology grounded in document review, eschewing empirical evidence like detailed interviews with Commercial Court justices, curators, or insolvency experts engaged in transnational matters. The omission of on-the-ground data could diminish the thoroughness of insights into discrepancies between statutory rules and real-world adjudication. Additionally, the research omits a systematic review of conclusive and irrevocable Commercial Court rulings in cross-border insolvency disputes, thereby curtailing its capacity to delineate judicial rationales concerning jurisdictional authority and acknowledgment of foreign decisions.
Secondly, the comparative evaluation is restricted to the UNCITRAL Model Law on Cross-Border Insolvency 1997 alongside broad approaches in select ASEAN states, lacking granular, case-oriented scrutiny of individual systems. This shortfall arises from limited availability of authentic legal documents in native tongues and the paucity of Indonesian scholarship delving deeply into cross-border insolvency. As such, the proposed solutions remain chiefly prescriptive and theoretical, necessitating subsequent empirical validation and expanded comparative inquiries moving forward.

C. CONCLUSION
Drawing from this normative juridical examination, the authority of Indonesian Commercial Courts to adjudicate foreign company bankruptcies derives from Article 3(4) of the KPKPU Law, authorizing jurisdiction provided the overseas debtor maintains business operations on Indonesian soil. Nonetheless, Indonesia's extant legal order lacks provisions for endorsing foreign insolvency rulings, rendering them merely probative in nature and ineligible for direct execution without ratification of a pertinent treaty or application of reciprocity. This normative deficiency underscores the inadequacies of Indonesia's territory-bound bankruptcy system amid intensifying economic globalization, which calls for a more flexible and efficacious juridical structure to deliver equitable safeguards for stakeholders. Therefore, sweeping statutory overhaul emerges as an immediate imperative that admits no further delay.
D. RECOMENDATION
The Government of Indonesia and the House of Representatives should promptly undertake concrete reforms of Law No. 37 of 2004 by incorporating a comprehensive cross-border insolvency framework, including the adoption of the UNCITRAL Model Law on Cross-Border Insolvency 1997 through ratification procedures under Law No. 24 of 2000 on International Agreements. This reform must be accompanied by the harmonization of private international law and civil procedural law to ensure real legal certainty for both domestic and foreign creditors in bankruptcy practice.
Furthermore, Indonesia should establish bilateral and multilateral agreements with key trading partners to develop an effective mutual recognition mechanism. Strengthening the professional capacity of curators through international certification, as well as creating a specialized unit within the Commercial Court to handle cross-border insolvency cases, are also essential steps toward achieving an effective, fair, and globally responsive bankruptcy system.
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