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ABSTRACT

Bankis afinancial institution which has arde as nediao bet ween nmoney depositars and parties who
have a need of the noney. Depositarsinvest their moneyinthe bankinfor mof bank deposits, savings, and
other products of the bank \WAhereas those who needit acquirethe fundinfor mof bankloans or credit. Those
who acquire the funds called debtors. Research objective is to anal yze credit policy and procedure at Bank
Sul ut. Theories supporting thisresearcharefinancia manage nent, bank and credit. The sanple of thisresearch
isthe docunents of credit policy and procedure. Populaionofthisresearcharethe credit anal ystsin PT. Bank
Sulut with 8 key respondents. Results and concl usi ons are eventhoughthere are credit policies and procedures
inPT. Bank Sul u, bad debtsstill happen. It is because of lack of know edge or even caring by debtors or even
theinternal of PT. Bank Sulut. The examnation of credit application and monitoring must be held properly by
well-trai ned anal ysts.

Keywords: financid managenent, credit pdicy
I NTRODUCTI ON

Research Background

The ongoi ng i nternati onal economc crisis has al ways been blanmed fromthe 90s until the nillennium
F nancial crisisin 2008 gave meltdown experiencetothe world There arel ats of losses of fi nancial i nstituti ons,
including banks. Torise fromthe crises, there are alat of things which can be done toincreasethe econormic
growh Services are one of the nost i mportant ele ments which deter ninethe well-being of the citizen inthis
case, bank industry is a big contribution to the econonmc growih. Bank is an organization which holds
menage nent of funds of the citizen Bankindustryinlndonesia had ani npact of the nonetary crisis back in
1998 It is devel opi ng urtil now

Bankingindustryinlndonesia has a strict conpetition Banks inlndonesia conpete each ot her to have
more depositars. Therefore, they are giving out serviceto pleasethe custoners and evento drawt he potertia
custoners. Therefore, profits will be achieved One of the servicesis credit, which givento debtors. Bankisa
financia i nstitution which has arole as nediator bet ween noney depositors and parties who have a need of the
money. Depositorsinvest their noneyinthe bankin for mof bank deposits, savings, and ot her products of the
bank Whereasthose who needit acquirethe fundinfor mof bankl oans or credit. Those who acquiret he funds
caleddebtors. Bythe giventi netothe debtors, thereisalat of uncertairty. Inthe circunstances, thereare lats
of debtors who cannot execute their obligation to repay the loan Wile the bank itself rmust execute their
obligationtothe depositars, whichisto keeptheir noney safe and giveit backintheti ne of need Then what
woul d happenif the bank cannat givethe nmoneyrequired byt he depositors because t he debtors have not paid
the loan Then the bank may have to face possihility of bankruptcy. dobal credit market froze up in 2008
because of the econonic crises. But the problemdid not start fromthere. Itis alsorisenin 1990s where | oans
giventothe customers did not perfor mwell as it should be ( Muti et al., 2012). Fro mt he very begi nning giving
credits nmust be done well and be monitored well. Al the practices need procedures and policiesinorderto give
servicetothe debtors. There are risks which most Bank industry face inthe paynent of the | oans. The worst
thingisthe debtors abandon their obligations to paythe loan or even contract new dehts or loanin aher banks.

PT. Bank Sulut isa Regional Developnent Bank whichtakestheroe of holding most of the funds of
North Sulawesi. It gives service nost tothe civil servants of North Sulawesi. Bank Sul ut gives serviceinterm
of credit as the contribution to the econonic growth in North Sulawesi, for exanple, in industries and
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infrastructures sector. Bank Sul ut also wantsthe credit can be productive and perfor mwell. Therefore, palicies
and procedures are needed inorder to give credittothe debtors productively. The policysetsthe rules on who
should access credit, when and why one should obtain the credt including repaynent arrange nments and
necessary collaterals (\Varathan et al., 2012). It set the bank to give credit in healthy process cautiously
(Prudertial Banking). The ter mination of a badloan will leadto costly bankruptcy ( Rajan, 1994). Therefore,
Bank Sulut whichisthe Regional Bank of North Sulawesi rust conduct the polides and procedures to give
credits inthe healthy and productive way. That way, Bank Sulut can nini nize Non-perfor ning Loan and
increase the health of the bank itself and also can execute obligationto al the custo ners.

Research Qbjective

The objective of thisresearchisto anal yzethe current situation of credit policy and procedurein Bank
Sul ut to deter mnethe productivity of the bank and discover nore usefu know edge and i nfor mati onregarding
the policies and procedures of giving creditin PT. Bank Sul ut. Therefore thei nplenentation of credit policy
and procedure in PT. Bank Sul ut needto be anal yzed

THEORETI CAL FRAMEWORK

Theories

FH nancia Mnage nent

Hnanceis managed withint he organizationt o nmaxi mizethe val ue of stock which contributestosocial
welfare and citizens’ well-being (‘Brigham Houston 2010:21). In conpanies, there are sources of noney
known, which are bankloans, credit fromsuppliers (accounts payable), accrued liahilities, | ong-ter mdebt, and
common equity (Bigham Houston, 2010: 522).

Credt Process
Appraisa of the patertia debtorsis neededto approve the credt application Most banks apply 5C's
model (Abedi, 2000, cited by Mti, e a., 2012) to evaluate the debt ors.

1 Character basicallyis atool that provides weighting val ues for various characteristics of a credit applicant
andthetaa weightedscore usedtoesti nate his credit wort hi ness ( Myers- Forgy, 2005, cited by Moti, et al.,
2012). The character of the debtors wll conduct its villingness to dothe pay ment.

2 Capacityis basically debtors’ strengthto applythe credit inthe corporate or manage t he funds. That way,
the strength can neasure of howthe debtor wlil dothe pay nent.

3. Collateral is any asset whichthe debtor possesses to pledge agai nst t he debt. It isrepresent the alternative
paynent for the bank Accordingto FMA (Fnancial Mrket Authority) and Ce NB ( Cesterreichische
National Bank), collaera is generally divided into personal and physical collaeral. The exanples of
personal cdlaerals arethe fdlowng: suretyship guarantee and letter of support, and cdlateral pronise
Inthe case of physical collaeral, the bank receives a specific security interest in certain assets of the
borrower or the calaera provider. Andthe exanples of physical collaeral arethe folowng mnortgage,
pledge of nmovabl e assets (on securities, goods, hills of exchange), security assi gnment, and retertion of title

4. Capita isthe money a borrower personallyinvestedint he busi ness and alsoani ndi cation of how muchthe
borrower has at risk shoul d the business fail ( Miti, e a., 2012).

5 Condition refers to borrowers’ external forces such as econonic, socia, ar even political.

Previous Research

Herrala (2009) examned the hypot hesis about banks’ credit policies and foundthat the focus of credit
policy changed fromcollateral totheincone. Rajan(1994) studiedthe Ne w England’s banks during 1990s and
foundthat banks suggestedinfor mngthe narket about the banks’ 1 oanl oss/earnings. Bebczuk (2007) foundin
the studyto banksin A gentinathat policies which are designed andi nplenented mght be carefull yrevisited
Atieno(2001) showedt hat most enterprises (51% had not used credit and 67 %of t hose who had usedi nformal
sources. Varathan et al. (2012) studiedthe credit policy and credit appraisal of Canara Bankthroughratios, and
foundthat theratioshows that thei nple nentations and achieve nent are fluctuating. Moti et al. (2012) sought to
establisht he effect of credit appraisal, credit ter ns, credit calection palicies, and credit risk measures onloan
perfor mance wththe result showed that cdlection pdicy have a higher effect onloan repay nent.
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Indonesian Laws/ Regul ati on and
Bank Indonesia’s Regul ation

v

Qredit Pdicy And
Procedure

v

I npl e nentations

FHgure 1L Gnceptual Frame work
RESEARCH METHOD

Type of Research

Type of this researchis a descriptive which does nat seekto neasure the effect of variables but to
describe what exactlyis happening or howit should be happening Fromthe synptons in banking i ndustry
especially credit issue which affect the policythat happen gl obally, andthe effecttot he credit paicyin North
Sulawesi, inthis case PT. Bank Sul ut. Accordingto Saunders et al. (2009: 296), i n descri ptive obser vation you
may concentrate on observingt he physical setting the key partid pants andt heir activities, particu ar events and
their sequence andt he attendant processes and e notions i nvol ved This study will dothe anal ysis descriptivel y
to describe the way of credit pdicy beeninplementedin PT. Bank Sul ut.

Place and Ti ne of Research

This research took place in headquarter of PT. Bank Sulut in downtown Minado, specificaly, credit
division will be studied becauset he data needed can be foundt here. Pl us, the e mpl oyeesinthat divisionare the
anal ysts who can help also to define of howthe credt activities are conducted or about the policy and
procedures of credit. This study was conducted bet ween June and Ju'y 2013,

Popul ation and Sanple

Sanple neededto nmake thisresearch useful ness i nprovedis credt palicy and procedure of PT. Bank
Sulut in2008 The popul aion of thisresearchis credit anal ystsinPT. Bank Sul u, sincethisresearch will obtain
further infor nation of the i nplenentationthrough interview The interviewees of this study are the anal ysts
fromPT. Bank Sul ut conprise of t he head of credit division the head of the depart nents, anal ysts, andt he risk
manage nent d\vision

Operational Definitions of Research Variales

Operational definition of this researchis credit policy as a guidance and set of ruesthat i ncl udes t he
conpany’s terns and conditions. It is set by Bank Indonesia which is the central bank in Indonesia by
consi dering the accepted law and regul ati ons.

Data Analysis Mthod

Thisresearchis qualitaiveresearch ¥n (2011 8) statedthat qualitative research can give nore views
and perspectives of the partid pantsinastudy. Anal ysis proceeds by identifying patterns and extractingt hermmes
and relating findings totheories of culture and society by reviewng docunents or further observingin the
conpany which being researched According Mixwell (2008:221), to conduct the qualitative research
researcher nust understandingthe neaning of the research andthe particuar context, i dentifyi ng unexpected
phenonena, understandi ngthe process of events, and devel oping causal explanation or eventheories. Inthe
process, detailed descriptive is expected rather than simpl y presenting charts of numnbers.

Case study designis usedinthisstudy. Hancock (1998: 6) statedt hat as a research design, the case st udy
clai ns to offer arichness and depth of i nfor nation not usually offered by ot her met hods. In case study, data
from multipe sources are then anal yzed and each data source is one piece of the “ ‘puzzle’’ with each piece
contributingt ot he researcher’s understandi ng of t he whol e phenonenon ( Baxter and Jack 2008). To neasure
the trust wort hiness i n case study research the credihbility, transferability, dependahility, and confir mability of
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the study must be considered Researchers usingthis method will want toensure enough detail is providedso
that readers can assess the validity or cred bility of the work (Baxter and Jack, 2008).

This research has an assunptionto observe the i nplenentation of credit policies and procedures. By
expl oring data needed, thisresearch can give nore advantages regardngthe implenentations of policies and
procedure to i mprove the productiveness of the conpany. Therefore, the assumption usedinthis researchis
inerpretive. To analyze the i nplementation of credit policy and procedure in PT. Bank Sulut, the parties
inva vedisi nportant. As stated by Saerang (2003), theai mof i nterpretiveresearchistoenrich understandi ng of
the underl ying neanings of people’s actions.

RESULT AND DI SCUSSI ON

Resut

Credt Pdicy and Procedure

Every bank hasits own credit policies and procedures whi ch created based ont he laws andregul ati on of
BankIndonesia And Bank Sulut, astheregional bank in North Sulawesi nust conduct theter ns and conditions
of creditinorderto neet therequiredachieve nent of the conpanyitself. Credit anal ysis basicall ytal ki ng about
three (3) nainsubject matter, nanely. (1) Rskldentification (Identify Rsk), (2) Assessing Possible Refund
(Asses Repaynent Probability), and (3) Structure of the credit wil be given (Recomnend Loan Structure). An
overviewof thethree nainideas wll be rmore clearly definedif done 3 (three) of t he fallowng: (1) Analysis of
the data has occurred ( Hstorical Analysis), (2) Analysis of datathat may occur (Prgected Analysis), and (3)
Feasihility Analysis andthe Sructure of Gedit (Gedit Worthiness & Sructure).

Credit Analysis Process

Credit anal ysis process Wil be described fully and entirely applicable tothe | oan principal nore than
Rp. 500 nillion For thelinmitislessthan or equal to Rp. 500 nillion usingthe sane for mat but the anal ysisis
more si nplified but still meet the mi ni mumstandards of an anal ysis. This needs to be distinguished because of
consi dering the availahility of data on each segnent of the nmarket. A the nicro and s mall business segment
anal ysisis still neededto conplete but will be a si nplified fi nancia anal ysis. The next stepsinthe process of
credit anal ysis Wil be describedin full, record user to pay atterntionto these topics severa sections where
applicable mandatory for certain segnents and optional (can be used when datais available) for the other
segments.

Data (ollection

Data callectionis ani nportart part, becauseit isthe beginni ng of risk nanage nent that wll deter nine
thefinal outconeinthe credit anal ysis process, andt hereforet he data collectionshoul d be done as possible and
ifthe datais not properlyanal yzed, the anal ysisresults are also not true. Anal ysisof a credit applicationrequires
infor mationt hat is conpl ete, accurate, upto date andrelevant suchas: (1) collection of data neededtoconplete
the Credit Application Toolinorderto process credit anal ysis, and (2) Data/ infor nationshoul d be sought and
cdlected by the Qredit Analyst (ANL) directly and actively fromsources, namely. custoner / debtor, third
party, literature / publishing, and irternal bank Sul ut (file/ custorrer files, reports, etc.)

Analysis of Fnancia Sate nents and Qher Aspects

Fnancial statenents have been verified truth that custorners / reasonableness must be anal yzed to
deter mne the state growth and financia potential clients incdlude: (1) Fnanciad Ratio Analysis and
Inerpretation (2) Rsk Analysis, (3) Reconciliation of Capital and FH xed Assets (used for li nit>500 nillion),
(4 Procurerent Satenent of Cash(usedforli nit>500 million), (5 Analysis Aspects of Qher Conpanies, and
(6) Analysis of other aspects of the Conpany. In considering the application for credit in additiontothe
anal ysis of financial statements, are also anal yzed other aspects of the conpany, include: General Aspects,
Manage nent and Qrganization Mrketing Technical and Production/ Purchasing
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Credit Approva

1L Qedit approval may be interpreted as a decision of the Qredit Committee ( KK) to put the funds andthe
BanK's capital of North Sulawesi on arisky asset.

2 Credit approval isastate ment of KKt hat the customeris approvedt o be consideredfeasible Thisfeasihility
assess ment include; (a) For a given custoner credit worthiness, (b) Conpliance wthlending policies and
procedures, (¢) Do nat deviatefromt he provisions of the credit li nit, (d) Hasto be consideredregardingthe
safety of credit, and (e) Term nated in accordance wththe loan approval aut hority.

3. Credit approval provides an overviewof analytical skills, makinginferences and subnission of proposals
from Qredit Anal yst (ANL).

4. Qredit approval is anindicationfor nmenber famlies tocarry out the provision of credit and/ or take any
ot her action necessary.

Mb nitori ng
1 Debtorisanetwork nonitoring activityto nonitor/ keeptrack of debtors and credit expansi on efforts si nce
gi ven up paid off.
2 Mbnitoring nust be done by each of the Borrower's credit officeta
a Assess to what extent credit conditions or interest paynent obligations, instal nent, and ot her
obligations have been net debtor.
b. Assessthe feasihility of jaint debtor fromti ne toti ne associated wththe risks faced by the Bank
c. Assistthe Bankintaking prevertive neasures are needed, suchas (1) Collectahility, (2) d assification,
(3) Local Traffic, (4) Performance Qutcomnmes Research, (5) Payment Hstory, (6) Assurance, (7) Prgect
H nancing and (8 Account mutations
There definitel y gap bet weent he expected perfor mance andt he exact perfor mance of creditin PT. Bank
Sulut. Eventhoughthere are-guidesto conduct the credit activities, but there are a mounts of bad creditin PT.
Bank Sul u. The table shows the biggest anount at the tableisinthe good credit/good collectahility whichis
cdlectahility with no problem But the second bigis inthe bad credit/bad collectahility. It can be i ncreasing,
becausethe calectahility number 3 and 4 can be added later whenthe debtor still cannct perfor mt he pay ment
well. Sincethe debtors do nat perfor mwell andt he debts beca me sub-standard or doubtful, thenitisexpectedto
be badinanyti ne soon That can be called probl e msince it affects the bank’s profitability:.

O scussion

Consuner director of PT. Bank Sul ut stated that 90% of credit givenis for the consunptive purpose
rather than productive purpose. It is because nost of t he depositars are civil servants of north Sulawesi. And
most of the mreceive the credt facilities of the bank The paynents of the civil servants are taken fromt heir
wages or salaries. That is whyitissafeand confortableforthe bankitself. There is noissue of collectahility or
liquidity of the consumer credit. But astheregional bank of North Sulawesi, bank Sul ut isforcedto give more
contributi oni n producti ve devel opent of north Sulawesi by giving nore of productive credit. The productive
creditstake place onthe microand s nall businesses of the people of north Sulawesi or eventhe big ones. In
giving the credit to the businesses or enterprises in north Sulawesi, there are issues regarding the risk
manage nent which can affect t he profitability of the bank Fomt he process of collecting data upto monitoring
the debtors, there are palicies and procedurest o produce nore profits productivelyt hroughthe credit activities
conducted Fromtheinterviews conductedtothe analystsinthe main office of bank Sul u, there areregul ation
and procedurestoconduct the credit activities. But t here are partiest hat cannat perfor mwell as expected Andit
has bad affect tothe conpany. Intheinterviewees’ busyti nes, nost of theinterviewwas hol di nfor nally. This
research used sem-structured i nterview which conduct developinginterviewwiththe interviewees. A first,
generally, they were asked about thei nple nentationandthe problens. Andthen theinterviewwould go al ong
as long as they are available.

Credt application

Based onthe policy and procedurein PT. Bank Sul ut, debtors rrust fulfill the credit applicationfirst. It
i ncl udes t he non-financial data whichisthe nane or address and busi nessline or eventhe history of t he debt ors,
financial data and ot her docunents. Al of therequirements produce Gredit Application Tool. CAT wl then be
examned bythe nembers of Gedit Comnittee.
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Exam nation

There will be the debtors’/conpany’s state nents regardingt he purpose of requesting credit frombank
the busi ness line, financia condition and collaerasinthe application. The branchin whichthe debtor applies
must dothe exam nation based onthe given docunents by the debtor. Inthis segnent, anal ysts of the branch
might fail to overviewthe docunents. Accordingtothe foresee of the main office the analyst nmight have
certainrelaionstothe debtor andthen givethe debtor ‘easier way *inapplyingthe docunents needed By the
terng, it neans that the anal yst mght have certain arrange ments wththe debtor/owner of small business in
order to conduct t he credit activities. It Wl bejust fineifthe debtor can perfor mwell inthe payment. But if the
debtor may fail to perform because of certain conditions of the business, the credit comnittee will have to
reviewt he credit applicationtool. The proble mof t heimpl e mentation of credit policy and procedure m ght start
fromt he applicationitself. The proble mwhich cannat be foreseen bythe nain office mght happen Andit can
turns badinthe end

Coll aterd

Applyingthe credit request to bank Sulu, collateral is one of i nportant points to consider regardng
managing t he risk bank Sulu might face. The expected collateral nust has val ue conparable withthe credit
facilities giventothe debtor, good liquidty, andlegal ownershi p and bindings regardingthe rightstoward the
cdlateral offeredtobank Sul ut. Collateralsarerequiredfromt he debt or as guarantees of val ue gi vent ot he bank
when the debtor cannat affordto dothe paynent well because of certain circunstances that happento the
debtor.

Thereis one case of nr. Awho owns s mall business propose credit applicationt ot he anal yst i n one of
branches of bank Sulut. And nr. Aisthe anal yst’srelative. M. Aneeds credit fromt he bank but nr. A does
nat have proper colateral to offer. There is value proble m which nat conparable with the credit facilities
requested by nr. A But anal yst cannat say noto nr. A because heisthe anal yst relaive. So, the anal yst end up
approves it by certain ways and gi ve the further i nformationtothe rest of e mber of credit committee. Based
onthe docunents, creditisapprovedand nr. Agetsfundfromthe banktoi nprovethe business activities. But
thenthe economc conditionturns-bad The price of raw materia isincreasing but the de mand for t he busi ness
isdecreasing M. Acannad perfor mwell inthe paynent process. Bythe history of pay nent, it nayturnintothe
list of bad dehts. And of course the bank must also overviewthe power over the collaterals offered byt he
debtors, because it can affect the health of the bank Thereis also case of M. B who proposedthe collaeral
required by the bank to fulfil the credit application But whenthe situation of his business turned bad and he
cannat perfor mt he pay nent well, there was findings regardingthe collateral. The ownership of the collateralis
not quite appropriate. M. Bis nat legally has right to do anything withthe property, nor the bank \Wen the
bank requiredthe substantial paynent throughthe collaeral, M. B cannat sign over the papers regardingthe
property. Thereis alsocase of collaeral offeredtothe bank bythe debtor asthe guarantee of the s mall risk the
bank mght face. But the collateral has certain problem of thelength of timeto liqud O theliquidty of the
propertyis questionabl e,

Eventhoughthe nuch of cases do not happen rruch, but still itis quite stressful for t he bankt o discover
one of them In nost cases, bank Sul ut wll propose moreti e giventothe debtor to fulfil the paynment inthe
condition of reviewngthe prospect of the businessinthefuure. Q eventheti e givenforthe debtor totake
care the papers regardngthe property as the collateral offeredtothe bank Butin certain cases, bank Sulu
proposet he change of the callaeral, which wll through moreti ne and efforts by bat h parties because bank and
debtor rrust through much of the sane ways of proposing applicationstothe credit comnittee. And of course
the bank rrust do further reviewof the newcollaera to neet therequire nents of the bank. Bank Sul ut can also
offer the change of credit facilities tothe deltors to mini nize the riskthat the bank might face

Prospect of Business

There are several problens which anal ysts rmust overviewt o approvethe application The procedureis
toreviewngthe custoners/patential debtors. But someti nesthe anal yst cannat perfor mwell. The anal ysts are
expectedto do further reviewthe proposed business beforehand. The business line or industryin whichthe
busi ness perfor ns nust be reviewed. Byt hat, the prospect of t he busi ness can be seen Ifthe business have low
prospect by the de mand of the market, thenit can affect the pay ment process. The prospects of expanding the
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mar ket or products are alsoi nportart toseethe overall perfor mance of the business. Mst of the anal yst m ght
seethe prospect of business bythe owner of the busi nessitself. The owner m ght have certainreputation which
is considered byt he anal yst. By reputation might not al ways contributetot he ability of t he owner to do certain
businessinthefield Most cases showedt hat credit giventothe debtors withbad prospect of busi nessturned out
to be bad credit. But nost of the cases can get out of the further proble mbecause of their proper collaterals.
Bank wllthenseizurethe property or clai ns the ownership of t he property. Andthenthe bank wil do auctions
regardng sone collaeral.

Busi ness Minage nent

Data of the debtor regarding the nanage nent of the business is needed inthe application The data
provided will explaint he business’ background and SWOT (strength, weakness, opportunity, andt hreats) and of
course explain several factors which deter mne the profitability, productivity, and future prospect of the
busi ness to fulfil the payment obligation to bank Sulut. The location of the business is i mportant to reach
potential custoners. The | ocati on can affect the nunbers of de nand and sales of t he busi ness. The i nfor nation
of potertial and proper labor is needed Thereis a case of a business of s mall kiosk But thelocationisfar from
houses. Event hought he owner whichisthe debtor clai nst hat t he ki osk offered more reachabl e prices and more
qualified products, the nmarket might considerthe efforttogothrought he distancet oreacht he ki osk It takes the
ti e and noney for gas. Inthis case, bank Sul ut cannot gi ve hi gher amount of credit tothe debtor because of
such risk of business turn down.

Bank needs to know whether thelabor’s skill. Bank sulwt nmight never have met such proble mof the
labor regardingthe paynent perfor nance of t he debtors. But the branches needto questionitto mni mzethe
patential risk of probleminthe future. The skills of the labor can affect the businessinter ns of nmeetingthe
busi ness requirenents to gain nore profits t hrough the productivity of production. The infor mation of proper
vendor is alsorequired It deter mnesthe health of t he business. Ifthe vendor has bad reputation it mght affect
the condition of theraw materid. Itisi nportant for the further back-up of t he future condition There aresormne
cases Where the debtors or the business owners beefed about their business condition because of the vendor
problens. Most cases i ndicatedt he do mi nance of t he vendor over t he busi ness. There areli mited vendors for the
busi ness, and t herefore t he vendors i ncreased t he prices and I onger the ti ne delivery. It of course affects the
business’ productivity and profitability, and therefore affects the paynent perfor nance of the debtor. The
doni nance needto be revienedtosee whichthe overpowering partyis. Bank Sulut wil proposethe businessto
change the vendor or get the substartial raw materials for t he busi ness. If such suggestions still cannot hel pthe
business, then the collaterals wll be taken over by the bank and the procedure of cdlecting the debt still
perfor ned by the bank

There are financial reports of the business which must be overviewed and considered There are
findings of cases of businesses which not conpletely honest withthe bank regardi ngthe fi nancial report. There
isa case of a business whi ch falsifiesthe business’ financial report just t o get norefacilities and hi gher 1i mt of
credit in proposes toi nprove the productivity of the business. But then the business did not perfor mthe
paynent well andthe bank keep questioningthe payment assuningthat the debtor might forget or have more
urgent things to do thanto do paynent. A first the bank still gave the debtor nore ti ne by assuning the
busi ness was doing great based onthe financia statenents giventothe bank But thenthe debtor took more
tine to do the paynent, andthe debt is considered doubtful accordingtothe cdlectahility. Inthis case bank
Sulut wil keep do the collecting through the branch which deal withthe debtor, unless the debtor does the
pay nent, the bank wl seizure or clai mt he ownership of the collateral offeredinthe credit application by the
debtor.

Debtor nust perfor mhonestytothe bank That way, bank can offer credit product which can helpthe
debtorinthe certaincircunstances. Most debtorsrequire credit facilities wthout know ngt he further ter ns and
conditions of t he facilities. Sone of t he debtors mght know but because nore facilities are needed, the debtors
apply anyway by perfor ming dishonesty to the bank Bank sulut approved some cases of dishonesty in
consi deringt he future prospect of t he busi ness and al so ot her consi derations. Eventhought he anal yst perfor ns
well accordingtothe policy and procedure, the patentia debtor may not dothe obligation well. Sone of the
debtors may not qualifyto proposethe credit. Accordingto Bank Indonesia Regulation 3/ 3 PH, bank cannot
approve credittothe business which perfor nsinjust 2 years or evenlessthanthat. Itis neasured by theti ne
busi ness operating (producing and selling). Sone cases of businesses neasureit bythe date or ti net he busi ness
is established Businesses which just operate in 2 years or called‘ ‘new’ inthe industry are considered not
feasible for the credit facilities. Mst of the mhave no further infor mation of the business prospect, financial
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history, or eventhereputation whi chsupport the appraisal of t he busi nesst o get credit facilities. Banksul ut will
then consi der the prospect of the business and also a her consi derations to approve the credit applicati on

Uncontrdlade Forces

Anal ysts nust be ableto anticipate the forces aroundthe propose business by the debtors in order to
mi ni nize the risks which bank Sulut might face. There are forces which cannat be contrdledthat affect t he
welI-bei ng of t he business. One of itis econonic condition It cannat be contrdled. It can only be foreseen and
articipated The condition of t he busi ness coul d be worse. Nowadays t here are cases of i ncreasi ng price of fuels
and de mand because of the scarcity. Businesses mght be turned down by the condition There are cases of
busi ness bankruptcy because of the econonic conditions. Bank sulut rust perfor maccordingtothe policy and
procedure whichisto continuethe debt collection until the steps of credit rescue by the bank. To approve the
current credit application bank Sul ut does further anal yze of the business prospect inthe longter mand also
consi der the facilities giventothe debtors. Anal ysts of the branches or main office of bank Sul ut reviews t he
debt or’s business’ position int he conpetition witht he conpetitors. It wll all affect t he strengt h of t he busi ness.
If the businessis profitableand healthy, thent he business can perfar mwell inthe paynent process. But itis the
opposite, thenthe bank wil get the bad effect by giving credit which nat productivel y profitable

Credit Approva

Accordingtothe procedure, to approve the credit applicationtod, the authorized ne mbers are credit
committee. The ne nbers of comnittee are anal yst from branches, head of branches, head of credit divisionin
mei n office, consurner director, and president director. The li nit ti me of t he continuity of t he credit application
tod/ me o fromone ne mber tothe next ne mber of commtteeis 1(one) day. Accordingtothe procedure, if
one of the me nber is nat available at that ti ne and has no replace ment for norethan 3(three) days, thenthe
credit applicationtoad is goingtothe next ne mber of the committee. The proble mis happen when one of t he
me mbers does not havetime toreviewt he credit applicationtod but t hen being processedtot he further steps.
But that one ne nber has actually certain consi deration regardingthe application Thereis alsotheissue of the
changing collateral. The collaerals offered m ght have ownershipissue or val ueissue. If every ne mber of the
comnitteerequired do not reviewall the credit application thenthere are possibilities of errors mght happen
Up until now bank Sulut night never face the further proble mregarding the approval ti ne of the credit
application Because nost of theti ne, debtors and the bank can nmanage certain arrange nents due tothe
deadline of the credit liqui dity requested by the debtor.

Credit Mnitoring

Activities of credit applicationand approving may be fine. But soneti nes nonitoringthe debt or cannot
be done well. The paynent must be nonitored well by the bank The perfor mance mi ght | oosenfor so e certain
reasons happentothe debta. Accordingtothe calculation nr. Aneedsto do Rp. 1 000 000, - payment per
month But nmr. Athen postponethe paynent for 1 monthlater. Isit canstill be conpronised by the conpany.
But then mr. Ado nore postponesinthe next 6 months. But becauseit cannat be considered as a bad delt, t he
bank still conpronisesit. Inthis case, m. Ado not cooperate well withthe bank Andthe bank nay not do
further nonitoring of nr. A’s financial or business’ financial condition Soneti nes, bank Sul ut does strict
monitoring for certain debtor who does not cooperate well withthe bank Andthereareti mes when bank Sul ut
needto drawthe debtor’s attention by certain party, through governnent and such things. But the bank also
monitors the fluctuation of the business’ conditions and the uncontrollable forces that affect the business.
Further follow up and t he cooperation of the debtors are needed to perfor mt he credit activities well. 1f the
perfor mance still did not go well, bank Sul t woul d take further anal yze the debt as the doubtfu until it had
becone bad delt. And after that there are procedures of credit rescuing facilities by bank Sul ut t o offer easier
ways for the debtortoi nmprovethe paynent perfor nance. But ifitisstill cannat nmeet the orignal expectation,
bank Sulut wll dothe wite-offs procedure of the debt that cannat be cdlected

Credt Rescue

Case of credit rescuingis happening whenthe debtor does not perfor mwell i nthe paynent process or
the businessis closed down The actions of the rescuingthe debt nust be discussed first bet weenthe analysts
andthe keepinfor mingthe credit commttee by reports. Whenthe collectahilityis hopeless, bank Sul ut wll do
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write-offsregardingthe uncollected debts. The authorityisinthe board of directors. It isanadmnistraive act
by bank Sulut internally. But the history of it still witten and listed externally and conducted by specific
divisioninthe main office of bank Sul ut. Eventhought he debts are written-off, bank Sul ut canstill perfor mthe
calection of the debtsifit isstill possibdeto be collectedandthe debts are not expired accordingtothe policy
and I ndonesian civil law whichis 30 years. Beyondthan 30 years, bank Sul ut cannaot collect the debt any more.
The decision of write-offsissubnitted bythe credit anal yststot he credit comnittee and approved byt he board
of directors. Andthe decision nust not beto dtothe debtors or eventhe bank officers which not relaedto the
credit decisions. Andfor furtherinfor mation the wite-offs of the debts do not neanthat the debt ors’ nanes are
deleted fromt he list of bad debtsin Bank I ndonesia The proble mof i nplenentingthe policies and procedure
mi ght happen because of both anal yst and debtor. Errars might happen because of there are certain analyst
whi ch have not betrainedfor mally. But still, whenfurther proble mgenerated be questioned bank Sul ut defends
theinternal and put it onthe debtor. Eventhoughthere are failsinter ns of overlookingthe future risks that
bank m ght face, the considerations aretaken by the credit comnitteeto managethe problemwiththe debtor.
He further statedthat most of the credit fail ures are because of t he busi ness fail ure byt he debtors. Even t hough
errars do not happen nmuch inPT. Bank Sul ut, for exampl e, Soneti nes t he docurment are not valid because itis
not conplete. Maybethe IDrequiredis not available. But it can be added later and be managed well. Sill, it
mi ght affect the credihility of the bankitself. Later it m ght reduce profits. Thatis why bank Sul ut prefer the
consuner credits whichareused nmost by civil servants of north Sulawesi i n whichthe payment syste mis easier
for baththe debtor and bank Sul ut to nanage.

CONCLUSI ON AND RECOMMENDATI ON
Concl wsion

Anal yzing the credit pdicy and procedure in PT. Bank Sul ut, several concl usions can be taken

1 PT Bank Sul ut uses credit policy and procedures which are approvedaccord ng tothe I ndonesianlawand
regulationandalsoaccordingtothe central bank, BanklIndonesia Every credit application nust be filled by
the custoners (patertia debtor) or certain conpanies. And then by that, bank will overviewthe debtors’
conditi ons.

2 Credit approval will be done by the Qredit Comittee insidethe bank It gives further overviewfor the
credit anal ysts to conduct the credit activities and gui de the debt or accordingly.

3. After the credit is approved, nonitoring needto be conducted Bank wil overviewt he collectahility and
paynent history of the debtars. By the nmonitoringthe perfor nance fromthe debtors, bank can assure the
profitability of the bank

4. Bank Sul ut will do further research about t he debt ors. Whi chi ncl ude t he fi nanci al conditi on of t he deht ors,
the prospects of the conpany, andthe strength of t he debtorsto dothe pay nent. It will be done byt he credit
anal ystsinsidet he bank Theresearch will alsoreviewt he collaterals offered byt he debt or as guarantees for
the bank if there is sonething bad happen which canturn down the parties inva ved

5 Eventhoughthere are policies and proceduresin PT. Bank Sul ut, bad delts still happen Itis because of the
lack of know edge or even caring by the debtors or because of theinternsin PT. Bank Sulut. There are
many credit regul ations, but still the debtors still lack of will to get nore know edge about it and end up
ignoring it. The interns of the bank should do the procedures properly but soneti nes the lack of
professionalismresults in bad review of the custoners. Especialy credits in branches. Monitoring and
reviews islessto be done.

Reco mrre ndati on
This Research proposed several reco mmendations tothe conpany :

1L Qedit Application Exanination
Regardingthe credit application the anal yst nust re-check the docunents required by the bank
a. Re-checkthe collaerals, regard ngthe ownership proble mand alsot he val ue of t he collaeras. Asthe
procedure statedt hat the anal ysts nmust pay a visit to the debtor regardingthe collaerals and can even
visit the cdlaeral site (if itis nat nmovabl e).
b. Do the deep overviewof the business prospect inthe future. WII it overcone any circunstances in
order to dothe payment?

304 Jund EMBA
Vd. 1 No.4 Desember 2013 Hd. 296-305



ISSN 23031174 Anky Sargjar, Analysis of Gedit ...

c. Overviewthe business managemnent and the situation around the business which can affect the
profitability of the busi ness.

2 Inprovethe humanresource manage nment. Inthis case, proper and great credit anal ysts are needed Proper
means anal ysts with good know edge, experience, and alsosoreti nesinstinct to dot he proper appraisal for
the patertial debtor.

3. Bank nust hol d proper training programfor every anal yst inthe conpany. And thenthey can perfor mt he
credit procedure well.

4. Monitoringthe branches andrequire weekl yreport of the credit activitiesinthe branches. This neans all of
the collectability and payment perfor nance of the debtors in each branch And push the branches to do
monitoring very well.

5 Inprovethe nonitoringin the main office as well. Many banks cannat dothe monitoring well. Monitoring
isi nportant. Because conpanies cannot only ai mtoreachthe goal of profitability but alsoto maintainthe
consistency of the profitability.

6. Manage nment also needs to do nore creativitytoi nprove the perfor mance inside the conpany, such as
punishnents for bad performance and reward for good perfor mance.

7. Bank Sulut needs nore depositorsin orderto give more credit. Therefore, bank Sul ut needto expandthe
market. Not only for the ciul servants, but to all possibe segnents. | nprove the marketing and give
offerings to atract nore potertia depositors.
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