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	ABSTRACT

	This research aims to analyze the management of Seized Collateral (AYDA) and auction procedures applied by banks in dealing with non-performing loans. Through a normative juridical approach, this study explores the impact of AYDA on market value and bank liquidity, as well as the challenges faced in the auction execution, including low buyer participation and bureaucratic constraints. The results show that effective management of AYDA can reduce the level of Non-Performing Loan (NPL), while optimal auction procedures can maximize collateral value and minimize the risk of losses. Policy recommendations are proposed to enhance the effectiveness of AYDA management and formulate more efficient auction procedures, with the hope of contributing positively to bank financial stability and the economy.
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INTRODUCTION
Applying for credit is a common practice for entrepreneurs requiring additional capital for business development. Etymologically, credit means trust, indicating that the borrower has gained the trust of the lender. According to Article 1 Number 11 of Law Number 10 of 1998 concerning Banking, credit is defined as the provision of money or claims based on mutual agreement, with the borrower obligated to repay the debt along with interest within a specified period. The purpose of granting credit is to generate profit for the bank and provide benefits for society, such as promoting business sector growth and increasing purchasing power. Before providing collateral-backed credit, banks are required to conduct thorough analysis on the collateral and other factors such as character, capacity, capital, and business prospects of the debtor. This is in accordance with the explanation in Article 8 paragraph (1) of Law Number 10 of 1998 concerning Banking, which emphasizes the importance of comprehensive assessment to mitigate risk in credit provision.
Collateral in the form of land rights is typically protected by Mortgage Rights, which grant the creditor certain powers over the land. According to the explanation, mortgage rights do not grant creditors the right to physically control and utilize the land, but rather the right to sell the land if the debtor fails to meet their obligations. In situations where the debtor cannot repay the credit within the agreed time frame, the creditor has several options to execute the mortgage rights.
One common method is through auctions. In this process, the mortgage holder can submit a request for execution to the Chief of the District Court. Alternatively, execution can also be done without going through the court, where the mortgage holder directly requests the assistance of the State Property and Auction Office (KPKNL) to sell the mortgage objects. Additionally, there is also an option for private sales, which may be necessary when a third party has interests in the collateral. In this case, the mortgage holder must inform the relevant parties by announcing it in two local newspapers. Besides these two methods, there is another means known as Seized Collateral (AYDA), where banks or other financial institutions can take over the debtor's assets that cannot fulfill their obligations. AYDA includes assets acquired by the bank, either through the auction process or voluntarily from the collateral owner. This takeover usually occurs based on an agreement between the collateral owner and the bank, especially when the debtor fails to meet their obligations. Thus, banks have various options to protect their interests in the face of credit risk, including through the execution of mortgage rights or asset seizures.
According to Bank Indonesia Regulation (PBI) 7/2005, credit resolution can be achieved through collateral takeover or repayment by the debtor. The existence of Seized Collateral (AYDA) becomes a vital alternative in addressing non-performing loans and reducing the number of Non-Performing Loans (NPL), which are highly detrimental to banks. The lower the NPL, the better the health condition of the bank. When conducting AYDA, banks consider various factors, including legality and types of collateral, market value, and comparisons between collateral value and debtor obligations. This process must also be accompanied by clear procedures and deadlines for resolution, including designating officers or directors responsible for the matter. In the regulation regarding the execution of auction, it is stated that AYDA by the bank has a one-year timeframe. If this time is exceeded, the bank will automatically be designated as the buyer. Once declared the auction winner, the bank is required to sell or liquidate the AYDA object immediately. However, it often happens that the object is still occupied or controlled by the debtor or other parties, necessitating eviction steps to resolve this issue.
The execution of mortgage rights through auction often faces various challenges, one of which is the complicated and time-consuming execution procedure. This process is often perceived as bureaucratic, with many steps to be taken before execution can occur. Submitting applications to the court, document verification, and various administrative requirements can slow down the process, making it difficult for banks to handle non-performing loans efficiently. Such delays not only harm the bank but also the debtor who may face further consequences from the uncertainty of their collateral status.
Additionally, the auction market itself faces significant challenges in finding interested buyers. Often, interest among investors or buyers to participate in the auction of collateral assets is very low, making the auction process less effective. This can be attributed to many factors, including unstable economic conditions or a lack of information regarding the assets being auctioned. As a result, banks may struggle to sell collateral at a fair price, worsening their financial situation.
One of the most notable issues is that the selling price resulting from the auction is often far below the actual market value. This causes losses for creditors, as the price obtained from the auction does not reflect the true value of the collateral. In other words, banks risk losing potential income that they could have obtained from the assets they have secured. Such losses not only affect the bank's balance sheet but can also increase instability in their credit portfolio.
As an alternative to handling non-performing loans, the concept of Seized Collateral (AYDA) is becoming increasingly relevant. AYDA is a process in which banks take over collateral from debtors who cannot fulfill their obligations. The purpose of this takeover is to provide banks another way to recover value from secured assets without going through lengthy and risky auction processes. Through AYDA, banks can directly manage these assets, which can reduce losses caused by low auction values. However, the collateral takeover process is not without challenges. Banks must face various legal, economic, and technical aspects when managing AYDA assets. For instance, there is the possibility of legal disputes regarding ownership or rights to the seized assets, which can hinder the management process. In addition, economic challenges, such as decreasing asset value or difficulties in selling the seized assets, must also be taken into account. All of this requires a mature strategy and adequate resources to ensure that the takeover process can be carried out effectively. The impact of AYDA on the bank's balance sheet is also significant. When banks take over collateral, these assets become part of the bank's balance sheet; however, if these assets cannot be sold or converted into cash quickly, it can pose liquidity risks. If managed well, AYDA can be an effective solution to maintain the financial health of banks and increase their liquidity amid the challenges of non-performing loans.
The urgency of this research lies in the pressing need to understand and analyze the challenges faced in the execution of mortgage rights, especially through auctions, as well as to explore alternative solutions that may be more effective, such as Seized Collateral (AYDA). With the high level of non-performing loans that can harm banks and affect the stability of the financial system, this research aims to provide insights into more efficient mechanisms for resolving problematic loans. Additionally, this research also aims to identify the factors influencing the effectiveness of mortgage rights execution and AYDA asset management, thereby providing relevant recommendations for banking practice and financial policy in Indonesia.

METHOD
The research method used in this study is the normative juridical method, which focuses on analyzing existing legal norms and relevant regulations regarding mortgage rights execution and Seized Collateral (AYDA). In this approach, the researcher will examine various laws, regulations, and guidelines governing the execution process of mortgage rights, including Bank Indonesia regulations and other related regulations. This research aims to gain an in-depth understanding of how the existing legal framework affects the practice of mortgage rights execution and AYDA management, as well as to identify potential constraints that may arise from the application of these norms. Moreover, a conceptual approach will be applied to analyze and understand various concepts related to mortgage rights and AYDA in the context of banking law. This approach will include knowledge of the underlying legal principles of mortgage rights execution and the role of AYDA as an alternative solution in addressing non-performing loans. By combining legislative and conceptual approaches, this research is expected to provide a comprehensive overview of the challenges and solutions in legal practices within the banking sector, as well as recommendations for improvements and the development of better policies in addressing problematic credit issues.

RESULTS AND DISCUSSION
The Process of Executing Mortgage Rights Through Auctions Can Affect the Effectiveness of Seized Collateral (AYDA) Management by Banks
Legally, mortgage rights are defined in the Mortgage Rights Law (Law No. 4 of 1996), which states that mortgage rights are collateral rights burdened on land rights, including objects related to the land itself, for the repayment of specific debts to creditors. Article 4 of this Law mentions that land rights that can be burdened with mortgage rights include ownership rights, business use rights, building use rights, and usage rights over state land that can be transferred. It is essential to note that mortgage rights cannot exist independently without a credit agreement between debtor and creditor. In this context, mortgage rights are accessory in nature, following the primary agreement between the two parties.
After credit approval, the bank will create a credit agreement that typically includes the identity of the parties, the legal basis of authority, credit facilities, interest, terms and conditions, as well as obligations and restrictions for the debtor during the credit period. Once this credit agreement is prepared, a Deed of Granting Mortgage Rights (APHT) must be made by a notary or Official of Land Deed Maker (PPAT). In the APHT, it is crucial to adhere to the principle of specialty by providing detailed information regarding the debtor and creditor, the object of the mortgage rights, the collateral value, and other supporting documents. The mortgagor must be present before the notary, or can authorize another person if they cannot attend.
The registration of mortgage rights is done at the National Land Agency (BPN) within seven working days after the APHT is signed. This registration is important to provide publicity, informing the public about the status of land ownership. The certificate of mortgage rights issued has an executorial force equivalent to a court decision, allowing creditors to execute if the debtor defaults. The execution of mortgage rights can be carried out through auctions, which can be done either through the court or directly with the assistance of KPKNL, or through private sales. Additionally, there is also the option of asset takeover by the bank known as Seized Collateral (AYDA), as an alternative in resolving non-performing loans.
Based on Bank Indonesia Regulation Number 14/15/PBI/2012, AYDA (Seized Collateral) is defined as assets acquired by banks, either through auctions or outside the auction, based on voluntary surrender by collateral owners or based on the power to sell outside the auction when the debtor fails to meet their obligations. According to Mr. Sonhaji from the credit remedial division at Bank Bukopin Semarang branch, if the auction and private sale methods are ineffective, banks can take steps for AYDA to maintain the Non-Performing Loan (NPL) ratio below 5%. Another consideration is if the non-performing loan collateral is deemed strategic and has the potential for profitable resale.
According to Banking Law, commercial banks have the right to buy part or all of the collateral through auctions or through voluntary surrender if the debtor defaults. In this case, the acquired collateral must be liquidated immediately. The AYDA process is carried out according to PMK 27/PMK.06/2016, where the bank must issue a statement through a notarial deed that the purchase is made for another party and within one year after the auction. If this time limit is exceeded, the bank automatically becomes the owner of the collateral. However, private banks are not allowed to own land ownership rights as per Government Regulation No. 38 of 1963, but are permitted to have Business Use Rights, Building Use Rights, and Usage Rights according to Government Regulation No. 40 of 1996. Although the AYDA procedure is not detailed regarding which auction stage should be conducted, the Banking Law No. 10 of 1998 contains provisions that stipulate that the procedure for purchasing and liquidating collateral will be further regulated by Government Regulation. Without clear provisions, AYDA would likely occur at the second or third auctions, where the object's limit price tends to decrease and approach liquidation value. This price drop can be detrimental to the debtor, as the collateral being auctioned will be sold at a price below market value.
In the process of reselling AYDA objects, it is often that former occupants refuse to vacate the property voluntarily, necessitating negotiations between the buyer and occupant, which may incur additional costs and extend the procedural complexities involved in carrying out forced eviction. According to the Supreme Court Circular No. 4 of 2014, to address this problem, if the auction object is not vacated after the auction, a request for eviction execution can be submitted directly to the Chief of the District Court without a lawsuit. This application can be submitted orally or in writing, after which the Chief Judge will conduct "Aanmaning" or a warning to request the occupant to vacate the object voluntarily. If this effort fails, the Chief Judge will issue an order to the Bailiff to remove the occupant from the auction object with police assistance.
In applying for eviction execution, several documents must be included, such as a photocopy of the mortgage certificate, a copy of the auction minutes, and the ownership certificate for the taken-over land. However, before taking legal steps, banks often prefer to resolve these issues amicably. This familial approach involves negotiating with the occupant to reach an agreement regarding the eviction of the auction object, often by offering a grace payment to assist the occupant in finding temporary accommodation. This method is deemed more effective and efficient than legal channels, which often consume more time and require significant costs.
The auction process plays an important role in determining the value of the collateral seized (AYDA) by banks. During the auction, the sale price of the collateral is often influenced by several factors, including market conditions, collateral attractiveness, and the level of buyer participation. If the auction does not attract sufficient interest, the sale price may fall far below the actual market value, resulting in losses for the bank. A transparent auction process can facilitate the sale of collateral; however, it is not uncommon for the proceeds from the auction not to reflect the fair value of the collateral, ultimately negatively impacting the bank's financial statements.
From the perspective of risks and benefits, auction execution offers several advantages for banks, including a relatively quick resolution of non-performing loans and the recovery of assets that have been burdened with mortgage rights. However, risks exist as well, such as uncertainty in auction outcomes and the possibility of losing collateral value. The benefits of the auction include the ability to attract more buyers and increase exposure to the market. However, if the auction results do not meet expectations, banks may experience a significant decline in liquidity and an increase in Non-Performing Loans (NPL), which can harm the bank's reputation.
In conducting auctions, various challenges often arise, one of which is low buyer participation. This may be due to a lack of information regarding auction objects, negative perceptions towards the value of the collateral, or even economic uncertainty, causing investors to hesitate to invest. Furthermore, administrative issues and legal constraints can also hamstring the mortgage rights execution process. For example, sometimes auction procedures are hampered by legal disputes or delays in processing the necessary documents for conducting the auction. Limitations in the capacity of the institutions managing the auction, such as KPKNL, can also affect the efficiency of this process.
A comparative analysis between managing collateral through auctions and direct takeover (AYDA) reveals that each approach has its own advantages and disadvantages. Managing through auctions often provides transparency and the opportunity to achieve market prices; however, the risk is high if buyer participation is low. Conversely, AYDA, which involves direct takeover by banks, may be more effective in situations where collateral value is considered strategic or if there is a possibility of reselling at a better price. However, AYDA also brings its own challenges, such as maintenance and management costs for the seized collateral. By understanding the strengths and weaknesses of each approach, banks can formulate better strategies in managing risk and the assets involved in non-performing loans.

The Impact of Seized Collateral (AYDA) on Market Value, Bank Liquidity, and the Need for Optimizing Auction Procedures to Reduce Risk of Loss
Seized Collateral (AYDA) refers to assets acquired by banks either through the auction process or voluntary surrender by collateral owners who do not meet their obligations to the bank. The primary purpose of AYDA is to reduce credit risk and ensure that banks can take over the secured assets to fulfill the obligations of defaulted debtors. In this context, AYDA serves as a mitigation step taken by banks to maintain the health of their credit portfolio and prevent high levels of Non-Performing Loans (NPL). The legal basis for implementing AYDA can be found in the Banking Law as well as Bank Indonesia regulations governing asset quality assessments. These regulations provide guidelines regarding procedures that banks must follow in managing and taking over collateral, including provisions regarding collateral purchases and reporting that banks are obligated to conduct.
The takeover of collateral through AYDA can significantly impact the market value of the collateral. The market value of the seized collateral is often influenced by market conditions at the time of the takeover. Generally, when banks take over collateral, especially in situations where debtors face financial difficulties, there is a likelihood that the market value of the collateral has decreased. This is due to the stigma attached to assets deemed problematic as well as uncertainty regarding the potential recovery of asset values in the future. In a more in-depth analysis, a comparison of the market value of collateral before and after seizure often shows that the market value of the seized collateral is below the fair liquidation value, potentially harming the bank. Therefore, it is essential for banks to conduct careful evaluations of the market value of collateral prior to undertaking any seizures.
From the liquidity perspective, AYDA can affect the overall liquidity position of the bank. When banks take over collateral, these assets become part of the bank's balance sheet; however, if these assets cannot be sold or converted to cash quickly, it poses liquidity risks. Banks must be able to efficiently manage AYDA assets to ensure that they maintain adequate liquidity. Additionally, liquidity risks also arise from the need to incur additional expenses in managing and selling seized assets, including maintenance, marketing, and potential litigation costs. In this regard, banks must assess whether the takeover of AYDA assets will reduce or increase their liquidity risks and prepare appropriate strategies to manage these risks. By understanding the impact of AYDA on liquidity, banks can take necessary steps to optimize asset management and minimize negative impacts on their liquidity position.
The auction procedure for executing mortgage rights in Indonesia generally follows the provisions stipulated by legislation and is conducted through court or the State Property and Auction Office (KPKNL). This process usually begins with a request for execution from creditors to the Chief of the District Court or KPKNL to schedule the auction. Afterward, an auction announcement is made to the public, where information related to the auction objects, including description, location, and limit price, is disseminated through mass media and online platforms. On the auction day, interested participants will follow the bidding process until the objects are sold to the highest bidder. Although this procedure is adequately regulated, various obstacles often arise in practice that can disrupt the smooth execution of auctions.
However, there are several weaknesses and challenges in the current auction procedures. One major issue is the low participation of buyers in auctions, often due to a lack of promotion or publicity regarding auction objects. Additionally, auction processes are often seen as complicated and bureaucratic, with many stages required to be completed before the auction can be held. Administrative constraints, such as complex document submissions and the time required to obtain approvals from involved parties, can also delay the auction process. Furthermore, uncertainties regarding the market value of auction objects may cause potential buyers to hesitate in participating, thereby reducing opportunities to obtain fair prices for executed assets.
To enhance buyer participation in the auction, several efforts can be taken. First, banks and related institutions should intensify marketing and promotion related to the objects to be auctioned. Utilizing social media and online platforms can be an effective tool for reaching a broader audience and attracting potential buyers. Additionally, providing clear and transparent information regarding the condition and market value of auction objects can help prospective buyers feel more confident to participate. Another strategy that can be implemented is to expedite the auction process by reducing bureaucracy. This can be achieved by streamlining the necessary administrative procedures before the auction is conducted, such as accelerating the submission and approval of required documents. The use of digital technology for auction management may aid in optimizing this process, allowing auctions to be conducted online and reducing the time required to complete procedures.
Technological innovations also play a crucial role in supporting the auction process. For instance, the use of online auction platforms can facilitate a more efficient and transparent auction process, enabling more prospective buyers to participate without being hindered by geographic distances. Additionally, technology such as real-time auction systems and mobile applications can facilitate participant engagement in auctions and enhance interaction between buyers and sellers. By applying these measures, it is hoped that the auction procedures will run smoother, increase buyer participation, and ultimately reduce the risk of losses due to low sale values of executed collateral.
In the auction process, various loss risks may affect the value of collateral and the bank's liquidity. First, one of the most significant risks is low buyer participation. When the number of auction participants is small, the likelihood of the sale price of collateral generated being low is high, often not reflecting its actual market value. This can lead to losses for creditors, as they may not be able to recover the sums owed from the sales of collateral. Furthermore, the auctioned objects may also be in poor condition or not match their descriptions, making potential buyers reluctant to invest further.
The auction process itself may also face legal and administrative risks. For example, if there are legal claims against the auctioned objects, or if the auction process does not follow the established procedures, this could lead to the cancellation of the auction or legal disputes in the future. This uncertainty can create negative perceptions among buyers, which in turn can lower participation and the sale prices of collateral. Such uncertainty may make it more difficult for banks to manage credit risks since the low values of collateral may lead to increases in Non-Performing Loans (NPL) and affect the overall financial health of the bank.
The impact of these loss risks on collateral value and bank liquidity is significant. When auctioned objects are sold below market value, banks not only experience financial losses but also risk decreasing their liquidity. Collateral that should provide guarantees or support for bank obligations becomes ineffective when sold at lower prices. Consequently, liquidity is disrupted as assets that are expected to contribute to cash flow and solvency fail to produce the expected outcomes. In the long run, this situation can influence the trust of investors and other stakeholders regarding the stability and sustainability of the bank’s operations.
Moreover, losses incurred during the auction process may also impact the bank's reputation. If banks frequently incur losses from collateral auctions, this may generate a negative stigma among borrowers and investors. Confidence in the bank’s ability to manage credit risks and optimize collateral management will diminish, potentially leading to a decline in loan volumes and revenues. In a competitive market environment, a bank's reputation as a trusted financial institution becomes critical, and the risk of losses in auctions can disrupt that goal. Therefore, banks need to identify, manage, and mitigate these risks with appropriate strategies to ensure that the auction processes are implemented more effectively and efficiently.
To enhance the effectiveness of managing Seized Collateral (AYDA), it is essential for banks to formulate clear and structured policies. One recommendation is to develop an integrated data-based asset management system. Banks need to map all AYDA assets held, including conducting comprehensive analyses of their physical conditions, market values, and potential returns from each collateral. With accurate and up-to-date information, banks can better determine strategies for managing and selling these assets. Additionally, training for asset management teams concerning market analysis and marketing techniques is crucial. This will improve the banks' ability to sell AYDA at better prices and in shorter timeframes, thus reducing loss risks and enhancing liquidity.
Other policy recommendations include establishing partnerships with third parties, such as real estate agents or consulting firms with expertise in selling non-performing assets. This collaboration can aid banks in more effectively marketing AYDA, thereby broadening market reach and attracting more prospective buyers. Banks may also consider adopting more flexible payment approaches, such as offering installment options or discounts for cash payments. These steps may stimulate buyer interest and ultimately help banks recover higher values from seized collateral.
In addition to AYDA management, developing more efficient and effective auction procedures is also crucial. One primary suggestion is to simplify the auction process by leveraging technology. Implementing online auction platforms can increase buyer participation, reduce operational costs, and expedite the sales process. With digital platforms, information regarding auction objects can be accessed by a larger audience promptly, and bidding can be conducted in real-time, enhancing transparency and competition among buyers.
Meanwhile, increasing promotion and education regarding the auction process for prospective buyers is equally important. Banks can conduct seminars or workshops explaining the mechanics of auctions and the benefits of participating in collateral auctions. Additionally, disseminating information through social media and other digital marketing channels can raise awareness and attract more prospective buyers. With this approach, increased auction participation is expected, which in turn would assist banks in obtaining better prices for auctioned collateral. Banks need to implement feedback mechanisms that allow for continuous evaluation of existing auction procedures. By collecting input from auction participants and other stakeholders, banks can continually make necessary improvements to make the auction process more effective and efficient. Data-driven adjustments based on real experiences will enable banks to address prevailing challenges and risks, ensuring optimal management of AYDA and auction execution.

CONCLUSION	
The analysis of managing Seized Collateral (AYDA) and auction procedures reveals their significant impact on a bank's market value and liquidity. Effective management of collateral seizure can reduce Non-Performing Loan (NPL) levels and strengthen financial stability, while poor management can result in losses, especially if collateral market value declines due to ineffective auction processes. It is essential for banks to develop a clear, integrated strategy for AYDA management, including choosing suitable sales methods such as auctions or direct seizures. Current auction procedures face challenges like low buyer participation and bureaucratic hurdles, making optimization necessary to maximize collateral value and minimize losses. By leveraging technology, enhancing promotion, and streamlining the auction process, banks can enhance collateral sales effectiveness. Implementing appropriate policy recommendations will contribute to a more efficient AYDA management system and auction procedures, fostering long-term benefits for the financial stability of banks and the broader economy.
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