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Abstract: The purpose of this study was to determine the assessment of the soundness of
the State Savings Bank in terms of the RGEC method approach which includes
risk profile, good corporate governance, earnings and capital factors. The
research method used is a qualitative descriptive method carried out through a
literature study that examines (especially) secondary data in the form of
governance reports & Bank BTN financial reports, laws and regulations. The
results of the analysis of the Bank’s Health Level, the Risk Profile factor gets a
composite rating of 2. While the assessment of liquidity risk using the LDR
ratio can be said to be "Sufficiently Healthy" with a composite rating of 3.
Meanwhile in 2019 the LDR is categorized as less healthy with a composite
rating of 4. The assessment factor for Good Corporate Governance with a self-
assessment rating is good category with a composite rating of 2. The Earnings
factor with an assessment using ROA can be said to be quite healthy, while the
2019 period includes the criteria for being less healthy. The Capital Factor
with an assessment using CAR ratio is said to be very healthy by getting a
rating of 1.
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1. Introduction

Based on the Republic of Indonesia Law no. 10 of 1998 concerning banking that a bank is a
business entity that collects funds from the public in the form of savings and distributes it to
the public in the form of credit and or other forms in order to improve the standard of living
of many people. The banking world is important in society as well as in advancing the
economy of a country, realizing the importance of the role of banks, the health of banks must
be maintained because banks manage public funds entrusted by banks. Public trust can be
obtained by maintaining the bank's soundness level, in accordance with the Financial
Services Authority Regulation No. 4/POJK.03/2016 concerning Bank Soundness Level
Assessment that bank health must be maintained and/or improved so that public trust in banks
can be maintained.

The basis for the assessment of bank health is one of them with the main indicator,
namely bank financial statements, the purpose of financial statements according to PSAK 1
(revised 2009) is to provide information about the financial position, financial performance
and cash flows of entities that are useful for the majority of report users in making economic
decisions. . Financial statements are also a form of management's accountability for the use of
the resources entrusted to them (Ati Retna, et al, 2017)
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Based on changes in business complexity and risk profile, the application of consolidated
supervision, as well as changes in the approach to assessing the condition of the Bank that are
applied and also in order to increase the effectiveness of the Bank Soundness level
assessment to deal with changes, it is necessary to improve the Bank Soundness level
assessment with a risk approach.

Based on article 29 of Law No.7 of 1992 as amended by Law no. 10 of 1998 concerning
banking, banks are required to maintain a sound level RGEC method: with provisions on
capital adequacy, asset quality, management quality, liquidity, profitability and solvency, as
well as other aspects related to the bank's business and are required to conduct business
activities in accordance with prudential principles .

According to the Circular Letter of Bank Indonesia Number: 13/24/DPNP in 2011, the
assessment of the soundness of a bank is a qualitative assessment of various aspects that
affect the condition or performance of a bank through an assessment of the level of
soundness, Risk profile, Good Corporate Governance, Earnings, Capital. The assessment of
these factors is carried out through quantitative and qualitative assessments after considering
the elements of judgment based on the materiality and significance of the assessment factors
as well as the influence of other factors such as the condition of the banking industry and the
national economy. The classification of bank soundness is divided into four categories,
namely: healthy, fairly healthy, less healthy and unhealthy. From this composite rating, it
describes the soundness of a bank.

PT Bank Tabungan Negara (Persero), Tbk is a State-Owned Enterprise (BUMN) which
is engaged in the banking sector. We are committed to being a bank that serves and supports
the financing of the housing sector and other products. The annual General Meeting of
Shareholders of PT Bank Tabungan Negara distributes cash dividends totaling Rp. 237.62
billion or Rp. 22, 438 per share to shareholders. This amount is 10% of the company's net
profit for the 2021 financial year which reached 2.37 trillion. Bank BTN has total assets in
2021 of more than Rp. 3.7 trillion, up 2.9% over the same period in the previous year. The
following is a graph of the total assets of Bank BTN in 2018-2021.
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Source: www.btn.co.id, data processed in 2022

Based on the graph above, it shows that the total asset value of BTN has increased every
year, in 2021 the increase in assets was recorded at Rp. 10 trillion more. However, the
assessment of bank health is not only seen from the size of the bank's total assets, but can be
assessed from various factors based on Bank Indonesia Regulation No. 13/PBI/2011
concerning Assessment of the Health of Commercial Banks using the RGEC method.

Previous research on assessing the soundness of banks using RGEC conducted by Lotus
Mega Fortania and Ulfi Kartika Oktaviana (2015) with the results of research using the
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CAMELS approach method experienced an increase in the development of health levels during
the study period because the numbers obtained were 81-100. The RGEC approach method also
experienced RGEC, BSM from 2011-2013 received the same weight value of 96.25% low
financial distress BMI in the 2011-2013 period experienced low financial distress and
BNI Syariah experienced low financial distress in the 2011-2013 period because that period
was at the level of 81-100, which means that it did not experience high financial distress. Which
means that the three banks did not experience financial distress, increasing their level of health
because they achieved the "healthy" predicate. The case study used in this study uses the
State Savings Bank (BTN) (Budiyono, et al, 2021). The purpose of this study is to analyze
and understand the soundness of the State Savings Bank using RGEC for the 2019-2021 period.

2. Research Method

Based on the problems and research objectives described previously, the research method that
will be applied in this study. Qualitative descriptive method is carried out through a literature
study that examines (especially) secondary data in the form of governance reports & Bank
BTN financial statements published on the website https:// www.btn.co.id/ , laws and
regulations, research results and other references. This study uses descriptive-qualitative
analysis and describes the overall phenomenon that occurs based on the data obtained. The data
analysis technique used is the analysis of financial statements using the approach of Bank
Indonesia Regulation No. 13/1/PBI/2011 concerning Assessment of the Soundness of
Commercial Banks. The scoring system is carried out by analyzing the RGEC factors.

RGEC method

The RGEC method is a development of the previous method, namely CAMELS. In the
RGEC method, there are inherent risks and the application of quality risk management in
bank operations is carried out on eight (8) factors, namely, credit risk, market risk, liquidity
risk, operational risk, legal risk, strategic risk, compliance risk, and reputation risk.
Management in the CAMELS method was changed to Good Corporate Governance.

The method of assessing the soundness level of the State Savings Bank using the RGEC
method in accordance with Bank Indonesia Regulation Number 13/1/PBI/2011 concerning
the Rating of the Soundness of Commercial Banks using the risk approach (Risk Based Bank
Rating) as referred to in article 2 paragraph (3), with the scope of the assessment of 4 factors,
these factors are: risk profile factor (bank risk), Good Corporate Governance (GCG) factor,
earnings factor (profitability) and capital factor (capital) or called RGEC.

Risk Profile (Risk Profile)

Based on PBI Number 13/1/PBI1/2011 concerning the Rating of Commercial Bank
Soundness Article 7 which contains an assessment of the risk profile of eight types of risks,
namely: credit risk, market risk, liquidity risk, operational risk, legal risk, strategic risk, and
financial risk. compliance and reputational risk. This can provide an overview of the overall
banking condition from several aspects measured. Banks are required to assess the Bank
Soundness Level either individually or in consolidation using a risk approach.

Good Corporate Governance

The definition of good corporate governance according to the World Bank is as a
collection of laws, regulations, and rules that must be met, which can encourage the
performance of company resources to function efficiently in order to generate sustainable long-
term economic value for shareholders. and the surrounding community as a whole (Effendi,
2009). Good Corporate Governance (GCG) is an important mechanism that is expected
to encourage healthy business practices (LMS Kristiyanti, 2021). The assessment of the
good corporate governance (GCG) factor is an assessment of the quality of bank management

International Journal of Economics, Business and Accounting Research (IJEBAR) Page1487


http://www.btn.co.id/

International Journal of Economics, Business and Accounting Research (IJJEBAR)
Peer Reviewed — International Journal

Vol-6. Issue-3. 2022 (1IJEBAR)

E-ISSN: 2614-1280 P-1SSN 2622-4771

https://jurnal.stie-aas.ac.id/index.php/IJEBAR

on the implementation of GCG principles (Mulazid, 2016). Assessment of Good Corporate
Governance (GCG) is an assessment of bank management on the implementation of GCG
principles, the focus of the assessment on the implementation of GCG principles refers to Bank
Indonesia regulations.

Profitability (Earnings)

Profitability is the company's ability to obtain net results (profits) with the capital it uses.
Profitability can be calculated by comparing operating profit with the amount of capital
(Gilarso, 2003). Profitability factor assessment aims to determine the company's ability to
generate profits. This profitability factor includes an evaluation of profitability performance,
sources of profitability, sustainability of profitability, and profitability management. The
purpose of the profitability assessment is to evaluate the ability of the bank's profitability to
support operational activities and bank capital (Pramana, 2015), (lin and Anik, 2020).
Earnings assessment includes an assessment of earnings performance, sources of income and
an assessment of ongoing income.

Capital (Capital)

The assessment of the capital factor includes an evaluation of the adequacy of capital and
the adequacy of capital management. In calculating capital, banks are required to comply
with Bank Indonesia regulations governing the Minimum Capital Adequacy Requirement.
Banks must also meet the Capital Adequacy Ratio provided to anticipate risks (Pramana,
2015). Capital assessment includes an assessment of the level of capital adequacy and capital
management. The four factors contained in the RGEC method can be done by comparing
with the standard or the so-called Composite Rating.

3. Results and Discussion
3.1. Results
Analysis of Bank Soundness level based on Law no. 10 of 1998 concerning Banking, namely,
banks are required to maintain a sound level in accordance with the provisions on capital
adequacy, asset quality, management quality, liquidity, profitability and solvency as well as
other aspects related to the bank's business and are required to conduct business activities in
accordance with prudential principles. Based on POJK No. 4/POJK.3/2016 concerning the
Health Assessment of Commercial Banks and SE OJK no. 14/SEOJK.03/2017 stated that
Commercial Banks are required to conduct a self-assessment of the Bank Soundness level using
the Risk-based Bank Rating approach, both individually and in a consolidated manner with the
scope of the assessment covering the following factors:
1. Risk profile (risk profile)
The measurement is using Non Performing Loan (NPL) and Loan to Deposit Ratio
(LDR) proxies.
a) The NPL ratio is the ratio used to calculate the percentage of the number of non-
performing loans faced by the Bank. NPL is formulated as follows:
(credit default / total credit ) x 100%
Non-performing loans are all loans to non-bank third parties with substandard
collectibility, doubts and total loss. Total credit is credit to non-bank third parties.
Table 1. Credit Risk Component Rating Criteria Matrix

Rating Information Criteria
1 Very healthy NPL < 2%
2 Healthy 2% <NPL<5%
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3 Healthy enough 5% <NPL <8 %
4 Unwell 8% <NPL<12%
5 Not healthy NPL >12 %

Source . Bank Indonesia Circular

The results of Bank BTN's NPL calculation for 3 years can be seen in the following

table:
Table 2. Results of Bank BTN's NPL calculation for 3 years
Period | Ratio % NPL Rating Information
2019 2,96 2 Healthy
2020 2,06 2 Healthy
2021 1,20 1 Very healthy

b) LDR ratio is
Loan to Deposit Ratio (LDR) is a ratio used to assess the level of liquidity of a bank,
by comparing the loans disbursed with funds collected from the public so that the
bank’s ability to pay its short-term obligations can be known. LDR can be formulated
as follows:
(Credit/Third Party Funds ) x 100%
Table 3. LDR Composite rating matrix

Rating Information Criteria
1 Very healthy 50% <LDR < 75 %
2 Healthy 75 % <LDR < 85 %
3 Healthy enough 85 % <LDR <100 %
4 Unwell 100 % <LDR <120 %
5 Not healthy LDR >12 %

Source: Bank Indonesia Circular

The results of the calculation of Bank BTN's LDR for 3 years can be seen in the
following table:
Table 4. Bank BTN's LDR for 3 years

Period | Ratio % LDR Rating Information
2019 113,50 4 Unwell
2020 93,19 3 Healthy enough
2021 92,86 3 Healthy enough

Assessment of the GCG factor is an assessment of bank management on the
implementation of GCG principles as stipulated in Bank Indonesia Regulations based
on 3 main aspects, namely governance structure, governance processes and
governance outcomes. GCG assessment in this study is measured by self-assessment
in terms of compliance with the Bank's GCG principles. Then from the results of the
assessment of GCG principles, it will be adjusted according to the component ranking
table below: Attachment Il SE OJK Number 13/SEOJK.03/2017 Regarding the
Implementation of Governance for Commercial Banks, the Governance Rating Matrix
is categorized into 5 ratings:
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Table 5. Good Corporate Governance (GCG) Rating Category

Rating

Category

1

Reflecting that the Bank's Management has implemented Good Corporate
Governance which is generally very good. This is reflected in the very adequate
fulfillment of the principles of Good Corporate Governance, so in general these
weaknesses are not significant and can be immediately corrected by the Bank's
management.

Reflecting that the Bank's Management has implemented Good Corporate
Governance which is generally good. This is reflected in the adequate fulfillment
of the principles of Good Corporate Governance. If there are weaknesses in the
application of the principles of Good Corporate Governance, in general these
weaknesses are less significant and can be resolved by normal actions by bank
management

Reflecting that the Bank's Management has implemented Good Corporate
Governance which is generally quite good. This is reflected in the adequate
fulfillment of the principles of Good Corporate Governance. If there are
weaknesses in the application of the principles of Good Corporate Governance,
then in general these weaknesses are quite significant and require sufficient
attention from the Bank's management

Reflecting that the Bank's Management has implemented Good Corporate
Governance which is generally not good. This is reflected in the inadequate
fulfillment of the principles of Good Corporate Governance, so in general these
weaknesses are significant and require a comprehensive improvement by the
Bank's management.

Reflecting that the Bank's management has implemented Good Corporate
Governance which is generally not good. This is reflected in the inadequate
fulfillment of the principles of Good Corporate Governance. Weaknesses in the
application of Good Corporate principles, in general, these weaknesses are very
significant and difficult to be corrected by the Bank's management

Self-assessment on the implementation of good corporate governance according to the
Financial Services Authority Regulation (POJK) No. 55/POJK.03/2016 and OJK
Circular Letter (SEOJK) No. 13/SEOJK.03/2017 concerning the Implementation of
Good Corporate Governance for Commercial Banks, which requires banks to conduct

Table 6. Composite Rating Criteria

COMPOSITE VALUE COMPOSITE RANK
Composite value < 1.5 Very good
1,5 < Composite value < 2,5 Good
2,5 < Composite value < 3,5 Pretty good
3,5 < Composite value < 4,5 Less good
4,5 < Composite value <5 Not Good

Source: Bank Indonesia Circular Letter No. 15/15/DPNP 2013

self-assessment, including among others:
1. Implementation of the duties and responsibilities of the Board of Directors

2. Implementation of the duties and responsibilities of the Board of Commissioners

3. Completeness and implementation of the Committee's duties
4. Handling Conflicts of Interest
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Cooo~No U

1

Implementation of the Compliance Function

Implementation of the Internal Audit Function

Implementation of the External Audit Function

Implementation of risk management including internal control system

Provision of funds to related parties and provision of large funds (arge exposure)
Transparency of the Bank's Financial and Non-financial Conditions, Governance

Implementation Reports and Internal Reports
11. Bank's Strategic Plan
The assessment is carried out at least 2 (two) times in 1 (one) year. The assessment of
the Governance of PT Bank Tabungan Negara (Persero) Thk, for 3 years, is as follows:

Table 7. Result of BTN Assesment

Period

Rating

Definition

2019
1St
semester

2

Reflecting that the Bank’'s management has implemented GCG
in general GOOD. This is reflected in adequate compliance
with the principles of Governance. In the event that there are
weaknesses in the implementation of the principles of Good
Corporate Governance, in general, these weaknesses are less
significant and can be resolved by normal actions by the Bank's
management.

2019
2nd
semester

Reflecting that the Bank's management has implemented GCG
in general GOOD. This is reflected in adequate compliance
with the principles of Governance. In the event that there are
weaknesses in the implementation of the principles of Good
Corporate Governance, in general, these weaknesses are less
significant and can be resolved by normal actions by the Bank's
management.

2020
1St
Semester

Reflecting that the Bank's management has implemented GCG
in general GOOD. This is reflected in adequate compliance
with the principles of Governance. In the event that there are
weaknesses in the implementation of the principles of Good
Corporate Governance, in general, these weaknesses are less
significant and can be resolved by normal actions by the Bank's
management.

2020
2nd
Semester

Reflecting that the Bank's management has implemented GCG
in general GOOD. This is reflected in adequate compliance
with the principles of Governance. In the event that there are
weaknesses in the implementation of the principles of Good
Corporate Governance, in general, these weaknesses are less
significant and can be resolved by normal actions by the Bank's
management.

2021
1St
Semester

Reflecting that the Bank's management has implemented GCG
in general GOOD. This is reflected in adequate compliance
with the principles of Governance. In the event that there are
weaknesses in the implementation of the principles of Good
Corporate Governance, in general, these weaknesses are less
significant and can be resolved by normal actions by the Bank's
management.
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2. Earning (Profitability)
Profitability assessment is an assessment of the bank's ability to earn profits. In this study
measure the profitability factor by using the ratio of Return On Assets (ROA).
The results of the ROA ratio will then be adjusted according to the composite ranking

table below:
Table 8. The results of the ROA ratio

Rating Information Criteria
1 Very healthy ROA >15%
2 Healthy 1,25% <ROA< 1,5%
3 Healthy enough 05% <ROA<1,25%
4 Unwell 0% <ROA <0,5%
5 Not healthy ROA <0%

The results of the calculation of Bank BTN's ROA for 3 years can be seen in the

following table:
Table 9. the calculation of Bank BTN's ROA

Period | Ratio % CAR Rating Information
2019 0,13 4 Unwell

2020 0,69 3 Healthy enough
2021 0,81 3 Healthy enough

3. Capital
Capital is an assessment of the adequacy of bank capital used to protect the risks that
occur today and anticipate risks that occur in the future. The ratio that can be used to
measure the capital adequacy of a bank is the Capital Adequacy Ratio (CAR).
The results of the ROA ratio will then be adjusted according to the composite ranking

table below:
Table 10. results of the ROA ratio

Rating Information Criteria
1 Very healthy CAR =12 %
2 Healthy 9% <CAR< 12%
3 Healthy enough | 8 % <CAR <9 %
4 Unwell 6% <CAR<8%
5 Not healthy CAR <6%

Source: Bank Indonesia Circular

The results of Bank BTN's CAR calculation for 3 years can be seen in the following

table:
Table 11. results of Bank BTN's CAR
Period | Ratio % CAR Rating Information
2019 17,32 1 Very healthy
2020 19,34 1 Very healthy
2021 19,13 1 Very healthy
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3.2. Discussion
Results of the State Savings Bank Soundness Rating
After conducting an assessment using the RGEC method at the State Savings Bank (Persero)
Tbk for the period 2019-2021, it is then concluded that all assessments of the bank's
soundness level are using the RGEC method. The assessment of Bank BTN's soundness level
is as follows :

Table 12. State Savings Bank Soundness Rating

Period 2019 — 2021

Component factor Year Ratio % Ratio Rating Information
Risk Profil 2019 | NPL 2,96 2 Healthy
LDR 113,50 4 Unwell
2020 | NPL 2,06 2 Healthy
LDR 93,19 3 Healthy enough
2021 | NPL 1,20 1 Very healthy
LDR 92,86 3 Healthy enough
Good Corporate 2019 | GCG 2 Good
Governance 2020 | GCG 2 Good
2021 | GCG 2 Good
Earnings 2019 ROA 0,13 4 Unwell
2020 | ROA 0,69 3 Healthy enough
2021 | ROA 0,81 3 Healthy enough
Capital 2019 | CAR 17,32 1 Very healthy
2020 | CAR 19,34 1 Very healthy
2021 | CAR 19,13 1 Very healthy

Source: data processed in 2022

4. Conclusion

1) Bank Soundness Level at State Savings Bank (Persero) Tbk for the period 2019 — 2021,
Risk Profile factor with an assessment of overall credit risk, the results of the NPL Ratio
assessment are in the 2% <NPL< 5% criteria and get a composite rating 2. While the
assessment of liquidity risk using the LDR ratio can be said to be "Sufficiently Healthy"
during the 2020-2021 period, it is in the 85% criteria < LDR 100% with a composite
rating of 3. While in 2019 the LDR is categorized as less healthy with a composite rating
of 4.

2) The assessment factor of Good Corporate Governance with self-assessment in terms of
the fulfillment of GCG principles carried out by the State Savings Bank for the 2019 -
2020 period is said to be good because it gets a composite rating of 2.

3) Factor Earnings with an assessment using the Return On Asset (ROA) ratio can be said
to be quite healthy for the 2020-2021 period because it is in the 0% criteria < ROA 0.5%,
while the 2019 period includes the Unhealthy criteria with the criteria 0.5% < ROA
1.25%.

4) The Capital Factor with an assessment using the Capital Adequacy Ratio (CAR) ratio is
said to be very healthy during the 2019-2021 period because the overall CAR assessment
results are above the CAR criteria 8% and get a rating of 1.
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