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Abstract 
This study comprehensively examines the concept, mechanism, and legal implications of 

syndicated loans in the Indonesian banking industry, which are defined as joint loans by a 

group of banks to a single debtor with uniform terms to overcome the maximum credit 

limit (BMPK) in accordance with regulations issued by the Financial Services Authority 

(OJK) and Bank Indonesia (BI), as stipulated in BI Circular Letter Number 6/33/UPK/1973, 

SEBI 11/26/UPK/1979, PBI 7/14/PBI/2005, and Article 1320 of the Civil Code concerning the 

validity of agreements. The implementation mechanism includes a sourcing stage with a 

feasibility study based on 5C analysis, structuring termsheets including covenants such as 

DSCR >1.2x, selling through syndication roadshows, and servicing by agent banks with a 

single facility agreement that ensures pro-rata non-joint and several risk sharing. The legal 

implications emphasise the rights and obligations of the parties involved, such as the 

debtor in relation to events of default, the lead arranger in relation to fiduciary duty, and 

the participants through majority voting for debt acceleration or execution of collateral 

rights in accordance with Law No. 4/1996, with potential disputes resolved based on pacta 

sunt servanda Article 1338 of the Civil Code.  

Keywords: Syndicated Loans, Indonesian Banking, Syndication Mechanism, Legal 
Implications, OJK BMPK, Single Facility Agreement, Prudential Principles. 
 
Introduction 

In the current era of economic globalisation, the Indonesian banking industry faces 

major challenges in supporting infrastructure development and large-scale projects that 

require massive funding, such as the construction of toll roads, power plants, and mass 

transportation such as the Jabodebek LRT, which costs up to Rp29.9 trillion. Syndicated 

loans have emerged as a strategic financing instrument involving collaboration between 

banks to overcome the limitations of a single financial institution's capital, thus enabling 

the allocation of trillions of rupiah in funds to corporate debtors such as state-owned 

enterprises (BUMN) without violating the maximum credit limit (BMPK) set by the 

Financial Services Authority (OJK) and Bank Indonesia (BI) (Santoso, 2023) . 
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This syndicated loan mechanism facilitates the proportional sharing of risk among 

participating banks, including state-owned banks such as Mandiri and BRI as well as private 

banks such as BCA and CIMB Niaga, which has proven effective in national strategic 

projects such as the 116.75 km Cikopo-Palimanan (Cipali) toll road spanning 116.75 km in 

2015, which involved 21 national and international banks, (Smith, 2018) as well as 

infrastructure megaproject funding by PT Sarana Multi Infrastruktur (PT SMI) to Hutama 

Karya, thereby not only accelerating the realisation of the 2021–2030 Electricity Supply 

Business Plan (RUPTL) but also promoting sustainable economic growth through 

equitable development in the electricity, port and airport sectors (Gutterman, 2020) .  

The application of syndicated loans is increasingly crucial amid the new 

administration's development agenda, which targets increased national connectivity. This 

scheme is the main alternative financing for priority projects such as electricity 

transmission and public infrastructure to meet the interests of the wider community, with 

government guarantees on loans such as Rp18.1 trillion for the Jabodebek LRT involving 12 

syndicated banks, thereby strengthening the banking portfolio while mitigating systemic 

risk and supporting the achievement of the National Medium-Term Development Plan 

(RPJMN) (Kumar, 2019) . 

Syndicated loans are defined as loan facilities provided by a group of creditors or 

participating banks to a single debtor under uniform terms and conditions, where one 

bank usually acts as the lead arranger to coordinate the process, while other banks act as 

participant lenders. This mechanism not only spreads the risk of bad credit but also 

increases efficiency in the distribution of long-term credit for the real sector, such as 

mining, energy, and property in Indonesia (Johnson, 2019) . 

The growth of syndicated loans in Indonesian banking has been significant, with 

transaction values reaching billions of US dollars based on the latest financial market data, 

driven by the need to fund strategic national projects such as toll road construction, power 

plants, and industrial estate development, which often exceed the capacity of a single 

bank due to prudent banking regulations from the Financial Services Authority (OJK) and 

Bank Indonesia (BI) (Kumar, 2019) . 

Although offering advantages for debtors in obtaining cheap and flexible funds, 

syndicated loans also give rise to legal complexities because they involve multiple parties 

with different interests, including potential conflicts in the division of responsibilities in the 

event of default, where syndication agreements must comply with the Civil Code-Civil Code 

(KUHPerdata) and banking regulations to ensure the validity of clauses such as the rights 

of bank agents and the obligations of participants (Badrulzaman, 1978) . 

The main legal basis for syndicated loans in Indonesia includes Law No. 10 of 1998 

concerning Banking as amended, as well as OJK policies regarding BMPK and the principle 

of prudence, which require participating banks to conduct collective credit cycle analysis 

to prevent systemic risk. However, the lack of specific regulations has led to varying 

interpretations in practice (Sari, 2024) . 
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The process of forming a syndicated loan usually begins with a debtor's application 

to the arranger bank, followed by syndication where participants join through 

underwriting, to the signing of a single agreement that binds all parties, with risk sharing 

on a pro-rata basis without joint liability, thus requiring close coordination to avoid 

disputes over interest, collateral, and fund distribution (Widjaja, 2010) . 

In Indonesia, successful examples of syndicated loans can be seen in the financing 

of government infrastructure projects such as the Jakarta-Bandung high-speed railway or 

the development of nickel smelters, where state-owned and private banks collaborate 

with foreign institutions, demonstrating the role of syndication in supporting the 

sustainable development agenda in accordance with the National Medium-Term 

Development Plan (RPJMN) (Widjaja, 2010) . However, legal implications are a major 

concern due to the potential for disputes arising from the unclear authority of bank agents 

in representing participants, such as in the management of defaults or joint collateral 

enforcement, which must be resolved through arbitration or court proceedings in 

accordance with the forum selection clause in the agreement. Therefore, a comprehensive 

study is needed to strengthen legal protection for all stakeholders. 

 
Research Method 

The research method used in this study is normative juridical with a descriptive 

analytical approach, which focuses on the study of legal provisions governing syndicated 

loans in Indonesian banking, such as the Banking Law, the Civil Code, and Financial Services 

Authority (OJK) regulations. This study uses primary, secondary, and tertiary legal sources 

obtained through literature studies, regulatory documents, legal literature, and syndicated 

loan agreement documents as secondary data for in-depth analysis (Eliyah & Aslan, 2025) 

. Using an interpretative method, the legal data was systematically analysed to evaluate 

and identify the relevant legal aspects in the formation and implementation of syndicated 

loans, including the rights, obligations, and legal risks of the parties involved, in order to 

provide conclusions and recommendations that are applicable to the banking industry 

(Green et al., 2006) .  

 
Results and Discussion 

Concept and Mechanism of Syndicated Loan Implementation in the Indonesian Banking 

System 

Syndicated loans are defined as loans or credits provided jointly by more than one 

bank or financial institution to a specific debtor under uniform terms and conditions, 

where the amount of funds required is often too large for one bank to bear alone, thus 

requiring collaboration to overcome the maximum credit limit (BMPK) in accordance with 

regulations from the Financial Services Authority (OJK) and Bank Indonesia (BI), enabling 

the financing of large-scale projects such as infrastructure without causing excessive credit 

concentration risk in one financial institution (Brown, 2021) . 
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In the Indonesian banking system, syndicated loans function as a non-conventional 

financing instrument that supports national development as mandated by Law Number 10 

of 1998 concerning Banking Article 4, where these loans can take the form of investment 

loans for long-term assets such as the construction of the 116.75 km Cipali toll road, which 

involved 21 national and international banks in 2015, or working capital loans for the daily 

operations of large companies, thus becoming an effective solution for corporate debtors 

such as state-owned enterprises in obtaining trillions of rupiah in funds with a proportional 

distribution of risk among participating banks to minimise legal lending limits and support 

the National Medium-Term Development Plan (RPJMN) (Blair, 2019) .  

This instrument not only facilitates strategic national projects with fantastic costs, 

such as the US$700 million green syndicated loan by PT Sarana Multi Infrastruktur (PT SMI) 

from six countries for sustainable infrastructure in 2023, but also provides benefits for 

creditors through the expansion of relationships between financial institutions (Putra, 

2019) , reducing the risk of losses due to bad debts through risk sharing, and increasing the 

banking portfolio without violating the Financial Services Authority (OJK) regulations on 

maximum credit limits, thereby accelerating the implementation of the national 

development agenda for the welfare of the wider community through equitable access to 

funds for the real sector. 

The main characteristics of syndicated loans include the use of single 

documentation such as a single agreement that binds all parties, non-joint liability sharing 

where each bank is only responsible for its own portion of the loan, and coordination by 

one main bank as the lead arranger, which distinguishes it from bilateral loans that only 

involve one creditor and are often limited by the banking legal lending limit (Hidayat, 2021) 

. The advantages of this concept for creditor banks include sharing the risk of bad credit 

through syndication, increasing experience in managing large debtors through 

collaboration, and the ability to establish relationships with other financial institutions, 

including foreign banks operating in Indonesia. Meanwhile, for debtors, it provides access 

to cheap funds with long tenors and flexible terms that are negotiated collectively 

(Badrulzaman, 2013) . 

The legal basis for syndicated loans in Indonesia is firmly grounded in a number of 

regulations established by Bank Indonesia as the supervisory authority for the banking 

sector. Bank Indonesia Circular Letter No. 6/33/UPK of 1973 is the initial legal umbrella 

governing joint financing by government banks in the form of consortiums, which later 

became the basis for the official practice of credit syndication in Indonesia (Triandini, 2016) 

. Subsequently, Bank Indonesia Circular Letter No. 11/26/UPK of 1979 reinforced these 

regulations by providing more detailed guidelines on joint interbank lending, including 

procedures for establishing, disbursing, and managing credit facilities involving multiple 

creditors, with the main objective of improving efficiency and overcoming the limitations 

of a single bank's funds (Oktaria, 2009) . 

Bank Indonesia Regulation No. 7/14/PBI/2005 then emphasised the principle of 

prudence in lending, including syndicated loans, with a focus on risk management and 
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bank compliance with maximum lending limits (BMPK). This regulation ensures that credit 

syndications do not only prioritise large-scale financing but also the eligibility of debtors 

and the suitability of the amount and quality of collateral provided (Nugroho, 2023) . 

Meanwhile, Bank Indonesia Circular Letter Number 7/23/DPD of 2005 provides additional 

operational guidelines regarding restrictions on foreign exchange transactions and the 

management of syndicated loans in foreign currencies, reflecting the complexity and 

dynamics of the market that banks must anticipate in syndication practices. These 

regulations are in line with the provisions of the Civil Code (KUHPerdata), particularly in 

the field of contract law (perikatan), which forms the legal basis for binding syndicated 

loan agreements between parties (Walker, 2021) . 

In addition to banking regulations, the legal basis for syndicated loans also includes 

the principles of contracts regulated in Article 1320 of the Civil Code, which requires 

agreement between the parties, legal competence, a specific object and a lawful cause as 

conditions for a valid agreement. so that syndicated loan agreements must meet formal 

and substantive legal aspects in order to be legally enforceable (Arner, 2017) . These 

regulations are an important foundation for ensuring legal certainty and protection for all 

parties involved—from debtors, lead arrangers, participating creditors, to agent banks—

especially in terms of risk sharing, rights and obligations, and dispute resolution 

mechanisms. Thus, Indonesia's legal framework provides a comprehensive yet flexible 

framework to support the growth and stability of the national financial system through 

syndicated loans (Chen, 2023) .  

The main parties in a syndicated loan structure consist of the debtor as the 

borrower responsible for providing financial information and collateral, participating 

banks or participant lenders as providers of funds with strict criteria for project feasibility, 

and the syndication manager or lead arranger who handles the sourcing, structuring, 

selling, and servicing functions throughout the entire process. In addition, there is often 

an agent bank that acts as a representative of the participants in managing daily 

administration, such as interest and principal payments, fund collection, and coordination 

of collateral execution in the event of default, thereby ensuring operational efficiency 

without the need for direct intervention from each participating bank (Suyatno, 1997) .  

The mechanism for implementing syndicated loans begins with the sourcing or pre-

mandate phase, in which the lead arranger, usually a large bank such as Bank Mandiri or 

BCA, receives a credit facility application from a corporate debtor through a formal 

submission accompanied by audited financial documents, a project business plan, and cash 

flow projections for at least the next five years. then conducts an in-depth preliminary 

feasibility study to assess creditworthiness based on the debtor's credit standing through 

a 5C analysis (character, capacity, capital, collateral, condition), market risk sensitivity, and 

collateral valuation such as land rights or pledged shares, which must reach a coverage 

ratio of at least 150% of the total facility. This stage determines the debtor's official 

mandate to the arranger to continue the syndication process (Garcia, 2020) .  



529 
 

The structuring or post-mandate phase continues with the preparation of a 

termsheet or mandate letter, which is an initial non-binding document covering 

comprehensive details such as fixed or floating interest rates based on the BI rate plus a 

margin of 200-400 basis points, a loan tenor of up to 15 years with a grace period of 2-3 

years, the division of facilities into tranche A for long-term loans and tranche B for 

revolving credit, as well as strict covenants such as maintenance of financial ratios (debt 

to equity <3x, DSCR >1.2x), a negative pledge clause prohibiting additional collateral to 

other creditors, and events of default triggers such as cross default or material adverse 

change, where the arranger conducts market sounding through roadshows to potential 

participant lenders to gauge interest and provisional underwriting commitments to ensure 

the achievement of the syndicated loan target (Lee, 2022) .  

Once the termsheet is approved, the process continues to the selling or syndication 

stage, where the arranger markets the loan portion through an invitation letter to 

participating banks with joint due diligence, including project site visits, legal opinions on 

collateral, and tax rulings from the Directorate General of Taxes for withholding tax on 

interest, so that participants conduct independent analysis before confirming their pro-

rata portion commitments, followed by the drafting of the full facility agreement, 

intercreditor deed, and security documents by the syndication legal team in a formal loan 

signing ceremony attended by all parties for the simultaneous signing of the . 

The post-signing or servicing phase marks the pro-rata disbursement of funds to 

the debtor's escrow account after fulfilment of conditions precedent such as board 

approval and insurance policy on project assets, with the agent bank managing daily 

administration such as collecting monthly instalments, distributing interest and principal 

proportionally to participants, monitoring compliance through quarterly reporting and 

covenant testing, as well as coordinating remedial action if early warning signals arise, such 

as covenant breaches that trigger potential default notices before full debt acceleration 

through a 66.67% majority vote, thereby ensuring smooth implementation until maturity 

or optional early repayment (Meliala, 2000) . 

The next stage is selling or syndication, where the lead arranger markets the loan 

portion to potential participating banks through roadshows and joint due diligence, with 

a temporary underwriting commitment from the arranger to guarantee the achievement 

of the funding target before the signing of the final syndication agreement. After 

successful syndication, the servicing stage begins with the signing of a single facility 

agreement that regulates the rights and obligations of all parties, pro-rata distribution of 

funds to the debtor, and periodic monitoring by the agent bank, including quarterly 

financial reports and compliance checks on financial ratios such as the debt service 

coverage ratio (DSCR) (Marthalailatusholihah, 2019) . 

Risk sharing in this mechanism is pro-rata without recourse, whereby each 

participant bears losses only to the extent of their loan portion if the debtor defaults, with 

the option of collective debt acceleration or joint sale of collateral after a majority vote by 

participants. Examples of implementation in Indonesia include syndicated loans for the 
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Jabodebek LRT project worth IDR 29.9 trillion by 12 banks in 2017, the Cipali Toll Road by 21 

national and foreign banks, and the financing of a nickel smelter megaproject by PT SMI 

and Bank Mandiri to Hutama Karya, which demonstrates the effectiveness of the 

mechanism in supporting the RPJMN (Pratama, 2022) . The challenges of this mechanism 

include potential conflicts between participants regarding strategic decisions such as 

credit restructuring, dependence on the reputation of the lead arranger, and legal 

complexities in the execution of cross-jurisdictional guarantees if foreign banks are 

involved, which are addressed through dispute resolution clauses in agreements (Wilson, 

2017) . 

Overall, the concept and mechanism of syndicated loans strengthen the resilience 

of Indonesia's banking system by facilitating sustainable financing for the real sector, while 

complying with prudent banking regulations to minimise risk and maximise contributions 

to national economic growth. 

 

Legal Implications of Syndicated Loan Agreements and Implementation for the Parties 

Involved 

The main legal basis for syndicated loan agreements in Indonesia is derived from 

the Civil Code (KUHPerdata), specifically Article 1320 on the validity of agreements, which 

covers agreement, legal capacity, a specific matter, and lawful cause, as well as Law No. 10 

of 1998 concerning Banking as amended, which requires the principle of prudence in 

granting joint credit to ensure protection for all parties involved, including debtors, lead 

arrangers, participant lenders, and agent banks (Santoso, 2023) . 

The syndication agreement takes the form of a single facility agreement that 

collectively binds all parties with standard clauses such as representations and warranties, 

covenants, events of default, and pro-rata distribution of rights without joint and several 

liability. Therefore, the legal implications require formal validity through a notarial deed or 

deed for related guarantees so that they can be enforced in a district court in the event of 

a dispute (Smith, 2018) . For debtors as primary borrowers, the legal implications include 

the obligation to comply with financial covenants such as a minimum debt to equity ratio 

of 1:3 and a debt service coverage ratio above 1.2 times, where violations can trigger the 

acceleration of the entire debt by the majority of participants through a voting mechanism, 

in accordance with Article 1243 of the Civil Code on default, which requires compensation 

or cancellation of the agreement (Gutterman, 2020) . 

Lead arrangers or syndication managers face fiduciary duty responsibilities to 

conduct thorough preliminary due diligence, including project feasibility studies and credit 

assessments, with legal implications in the form of potential negligence lawsuits if the 

syndication fails or misleading information is conveyed to participants. Thus, the indemnity 

clause in the agreement becomes the main protection against claims for contribution to 

losses. 

Participant lenders, as the majority fund providers, are responsible for their own 

loan portions without recourse to other parties. However, legal implications arise from the 
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obligation to participate in voting on material decisions such as restructuring or 

foreclosure of collateral, where non-compliance may be considered a breach of contract 

and subject to penalties in accordance with the penalty clause valid under Article 1246 of 

the Civil Code (Johnson, 2019) . 

Bank agents, as representatives of participants in daily administration such as 

instalment collection and compliance monitoring, have legal implications in the form of an 

obligation to faithfully represent collective interests, with potential criminal liability in the 

event of embezzlement or negligence in the execution of collateral. This requires bonding 

insurance and removal rights clauses by participants to mitigate risk (Badrulzaman, 1978). 

The Financial Services Authority (OJK) regulation through POJK Number 

11/POJK.03/2015 concerning Maximum Credit Limits affects legal implications by limiting 

single exposure per bank to 10% of core capital, making syndication mandatory for 

megaprojects above this threshold, with administrative sanctions such as revocation of 

licences if violated (Sari, 2024) . 

In practice, events of default such as payment delays of more than 30 days or 

covenant breaches trigger a cross-default clause that affects all of the debtor's credit 

facilities, with legal implications in the form of the participant's right to demand immediate 

payment through parate executie on mortgage or pawn collateral in accordance with Law 

No. 4 of 1996 concerning Security Rights (Widjaja, 2010) . 

Potential disputes between the parties involved often arise from the lack of clarity 

in the distribution of recovery proceeds from collateral enforcement, where the waterfall 

payment mechanism regulates the priority of payment on a pro-rata basis after agent fees, 

so that commercial courts can become the forum for resolution in accordance with the 

dispute resolution clause based on the pacta sunt servanda principle of Article 1338 of the 

Civil Code. 

The implications for debtors include an increased legal burden due to the negative 

pledge clause, which prohibits the provision of additional collateral to other creditors, as 

well as the material adverse change clause, which allows for termination if economic 

conditions deteriorate, thus requiring strong negotiations to add a grace period or force 

majeure provisions related to pandemics or disasters. For foreign banks participating in 

domestic syndications, cross-jurisdictional legal implications arise from the governing law 

clause, which usually chooses Indonesian law with the Jakarta court as the forum. 

However, conflicts with BI foreign exchange regulations can trigger withholding tax issues 

on loan interest, which can be overcome through a tax gross-up  . 

Legal protection for participants is provided through an intercreditor agreement 

that stipulates a voting threshold of 66.67% for majority decisions and 100% for substantial 

amendments, with the implication that minority lenders are vulnerable to majority rule 

except for veto rights on crucial issues such as the release of security, in accordance with 

the principle of good faith in Article 1338 paragraph 3 of the Civil Code (Blair, 2019) . 

Examples of real legal implications include disputes over infrastructure project 

syndications where agent banks are sued for delays in foreclosure, thereby reducing the 
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recovery rate, or debtors who sue for unfair terms under the Consumer Protection Law 

even though they are corporations, emphasising the importance of the balance of power 

in drafting agreements (Putra, 2019) . 

Overall, the legal implications of syndicated loan agreements and their 

implementation require harmonisation between commercial flexibility and legal certainty 

to minimise litigation, with recommendations for strengthening specific OJK regulations 

to protect all parties and support the stability of the national financial system amid the 

expansion of strategic project financing. 

 

Conclusion 

Syndicated loans are a strategic financing instrument in the Indonesian banking 

system, defined as joint loans by a group of banks to a single debtor under uniform terms, 

as stipulated in Bank Indonesia Circular Letter No. 6/33/UPK of 1973 and related 

regulations, which allows for the financing of large-scale projects such as infrastructure 

without violating the maximum credit limit (BMPK) while dividing the risk on a pro-rata 

non-joint and several basis between the lead arranger, participant lenders, and agent 

banks. The structured implementation mechanism through the sourcing, structuring, 

selling, and servicing stages ensures operational efficiency with a single facility agreement 

that binds all parties under Article 1320 of the Civil Code, thereby supporting national 

development in accordance with Law No. 10 of 1998 on Banking, Article 4. 

The legal implications of the agreement and implementation of syndicated loans 

require strict compliance with the OJK's prudential principles, whereby the debtor is 

required to meet financial covenants such as DSCR >1.2x and participants are entitled to 

debt acceleration through majority voting in the event of default. with potential disputes 

resolved through dispute resolution clauses or commercial courts based on pacta sunt 

servanda Article 1338 of the Civil Code. Although effective in mitigating systemic risks, 

challenges such as conflicts between participants and the complexity of cross-

jurisdictional collateral enforcement remain, emphasising the need for regulatory 

harmonisation for optimal protection for all stakeholders. 

Overall, syndicated loans strengthen the resilience of Indonesia's banking industry 

by facilitating the allocation of trillions of rupiah for megaprojects such as the Jabodebek 

LRT and Cipali Toll Road, but requires refinement of OJK regulations specifically for 

syndication to reduce litigation and increase foreign investor confidence. Therefore, the 

main recommendations include the development of standard agreement guidelines, 

training for bank agents, and the integration of blockchain technology for transparent 

monitoring to support sustainable economic growth. 
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