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Abstract. This study aims to examine and analyze the right time for
Notaries-PPATs to issue covernotes, as well as the urgency and legal
problems with the issuance of covernotes, along with the
responsibilities of Notaries-PPATs in issuing covernotes. This study uses
a normative legal method with a literature study data collection or
processing technique. The research specification is analytical
prescriptive, namely a study aimed at obtaining suggestions on what
should be done to overcome certain problems that can produce new
arguments, theories or concepts as prescriptions in solving the
problems faced. The results of this study indicate that the right time for
PPATs to issue covernotes is when PPATs have truly had confidence in
everything agreed upon in the covernote. The urgency of issuing
covernotes for creditors as a temporary legal umbrella before the
matters agreed upon in the covernote are fulfilled. The problems that
arise from within PPATs include the PPAT's carelessness and lack of
assertiveness in checking the certificate. All legal consequences related
to the covernote are the full responsibility of the PPAT concerned.
Notaries-PPATs are required to be based on the principle of caution.
That before issuing a covernote, first check the collateral object, so that
it can be ensured that the certificate is in a clean condition. The
Notary-PPAT is responsible for the promise contained in the covernote.
Banks should be selective in choosing debtors and Notaries-PPAT as
partners.
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1. Introduction

A notary is a public official who is authorized by law to make authentic deeds.
The duties, authorities and scope of a notary are regulated in Law Number 30 of
2003 concerning the Position of Notary, hereinafter referred to as the Law on
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the Position of Notary or UUJN. As amended by the issuance of Law Number 2
of 2014 concerning the Position of Notary, hereinafter referred to as UUJN.
Meanwhile, the regulation regarding PPAT is regulated in Government
Regulation Number 37 of 1998 concerning the Regulation on the Position of
Land Deed Maker.

The significant role of a Notary and PPAT in legal acts, especially in the scope of
civil law, one of which is making authentic deeds. Notaries and PPATs are
officials who are part of the subject of the system. The state as the regulator of
all aspects of national and state life has complete physical facilities and special
norms that are generally recognized, the implementation of which can be
enforced to guide and meet the needs of society, especially those that regulate
agreements. The duties and authorities of a notary are to regulate in writing the
legal relations between parties who mutually request the services of a notary.
This authority is used as a basis for Notaries if later a law is born which includes
a clause that requires the use of an authentic deed. Increasing public awareness
requires perfect proof to anticipate and/or to resolve disputes that will occur in
the future.

As a Bank partner in making authentic deeds, PPAT is authorized to make a
Deed that shows that a legal act has occurred by the parties before the PPAT.
The deed made by the PPAT is an important thing for the parties to be able to
protect their interests.

The PPAT issues a covernote as a temporary legal umbrella before all processes
in the PPAT office are completed until the Certificate is submitted to the
creditor. The covernote issued by the PPAT occurs in the law of land rights
guarantees. Banking prioritizes credit with land guarantees which are then
bound by mortgage rights, considering the price of land that continues to rise.
Therefore, collateral in the form of mortgage rights requires a covernote as a
temporary legal umbrella for creditors. This is because the mortgage rights still
have to go through the roya process, change of name, are still in the form of
customary ownership rights, or are still in the process of land registration at the
local Land Agency.

PPAT in carrying out legal acts for the implementation of credit disbursement in
the banking world must be in accordance with the provisions and procedures of
the applicable Laws and Regulations. Notaries and PPATs are responsible for
examining documents and certificates related to the truth and authenticity of
the identity and object of collateral before the PPAT makes an authentic deed.
The PPAT must ensure that the collateral for the Land Rights is not being
burdened with Mortgage Rights.

The role, function and position of covernote in the banking world is very
important as a temporary legal umbrella until the process at the PPAT office is
completed and until the collateral object is handed over to the creditor, but the
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legal facts of the covernote are not expressly regulated in the legislation. Both
in Law Number 2 of 2014 concerning Amendments to Law Number 30 of 2004
concerning the Position of Notary, Government Regulation Number 37 of 1998
concerning the Position of Land Deed Maker, as well as in Law Number 4 of
1996 concerning Mortgage Rights, and Law Number 10 of 1998 concerning
Banking. The creation of a covernote is carried out because of the need and is
only a temporary reference for the Bank until all deeds and collateral that have
been registered are submitted. PPAT as the party who has the capacity to make
a covernote by containing the contents of the PPAT's ability/promise to the
party who needs the covernote.

There are several examples of the uses of a notary's certificate/covernote, for
example:

1. If the debtor wants to take out a loan from the bank and the goods to be
pledged are still in the fiduciary process, whereas the bank will only
disburse the loan if the goods pledged have completed the fiduciary
process first, then one solution so that the loan can be disbursed by the
bank is by having the notary issue a cover note.

2. When a Credit Agreement is made, then a SKMHT and/or APHT is made,
because all of them have been signed by the parties before a Notary, even
though administratively the notary has not been completed, then for the
benefit of the Bank (creditor) and the debtor, the PPAT will make/issue a
covernote, which states that the legal actions of the parties have been
completed.

2. Research Methods

The type of research used in collecting data as material for writing this thesis is
Normative Juridical. The research approach used in this thesis is the Prescriptive
Analysis approach and legislation. Prescriptive research, namely research aimed
at obtaining suggestions on what should be done to overcome certain problems
that can produce new arguments, theories or concepts as prescription in solving
the problems faced. Prescriptive means that the object of legal science is the
coherence between legal norms and legal principles, the coherence between
legal rules and legal norms, and the coherence between individual behavior and
legal norms.6 Meanwhile, the statutory regulatory approach is an approach
that is carried out by examining all regulations related to the legal issues being
handled. By studying doctrinal views and regulations in legal science, ideas will
be found that give rise to legal understandings, legal concepts, and legal
principles relevant to the issues faced. This understanding is a basis for
researchers in building a legal argument in solving the issues faced.

3. Results and Discussion
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3.1. The Right Time for PPAT to Issue Covernote

Credit disbursement made by creditors to debtors contains risks for banks.
Therefore, banks are required to apply the principle of caution in every credit
disbursement to debtors. Banks are required to know the ins and outs of
prospective customers who submit credit applications to avoid losses to the
bank in the future.

Banks are required to conduct a thorough assessment of their customers in
various aspects. The assessment is intended so that the bank has confidence in
the ability of prospective debtors to fulfill their obligations. The obligation for
such assessment is regulated in Article 8 of Law Number 10 of 1998, which
reads as follows:

"General Bank Business, Article 8 of Law Number 10 of 1998, includes:

1) In providing credit or financing based on sharia principles, general
banks are required to have confidence based on in-depth analysis of the
good faith and ability and capability of the debtor customer to pay off his
debt or return the financing in question in accordance with what was
agreed.

2) Commercial banks are required to have and implement credit and
financing guidelines based on sharia principles, in accordance with the
provisions stipulated by Bank Indonesia.”

Based on the explanation of Article 8 paragraph (1) of Law Number 10 of 1998,
what must be assessed by the bank before providing credit is the character,
ability, capital, collateral and business prospects of the customer. This is then
known as "The Fine C of Credit Analysis" or the 5C's principle. This principle will
provide information regarding the good faith and ability of the customer to pay
off the loan and interest. The meaning and explanation of the 5C's principle are
as follows:

a. Character Assessment

The assessment of the character or personality of the prospective debtor is
intended to determine the honesty and good faith of the prospective debtor
to pay off or return the loan, so that it will not cause difficulties for the Bank
in the future.

b. Capacity Assessment

Banks must research the prospective debtor's expertise in their business
field and their material capabilities, so that the Bank is sure that the
business they will finance is managed by the right people, so that the
prospective debtor will be able to pay off or return their loan within a
certain period of time.
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C. Capital Assessment

Banks must conduct a comprehensive analysis of the financial position
regarding the past and the future, so that the potential debtor's capital
capacity to support the financing of the project or business of the potential
debtor in question can be determined.

d. Collateral Valuation

To cover the payment of bad debts, prospective debtors are generally
required to provide collateral in the form of high-quality, easily liquidated
collateral with a value that is at least equal to the amount of credit or fees
given to them.

e. Debtor Business Prospect Assessment (Condition of Economy)

Banks must analyze the market conditions at home and abroad, both
past and future, so that the future marketing of the project results or
business of prospective debtors financed by the bank can be known. In
addition to paying attention to these things, banks must also know the
purpose of using credit and their credit development plans as well as the
urgency of the requested credit.

Based on the description above, The Five C of Credit Analysis is an important
thing for banks in providing credit to their customers, because it can provide
confidence that the debtor can fulfill their obligations. Confidence according to
the article is a guarantee for the bank to provide credit to customers or
prospective debtors. The elements that can create confidence as referred to in
Article 8 paragraph (1) of Law Number 10 of 1998 above can be referred to as
the main guarantee for the credit-providing bank.

Mortgage Rights are guarantees whose objects are land rights, while Fiduciary
Rights are guarantees whose objects are movable objects, both tangible and
intangible, and immovable objects, especially buildings, which cannot be
burdened with Mortgage Rights as referred to in Law Number 4 of 1996.
According to Article 1 number 1 of Law 4/1996, it is stipulated that:

"The Mortgage Right on land and objects related to the land, hereinafter
referred to as the Mortgage Right, is a security right imposed on the land rights
as referred to in Law Number 5 of 1960 concerning other objects that are an
integral part of the land, for the payment of certain debts, which gives priority
to other creditors."

Furthermore, the provisions of Article 10 paragraph (1) and (2) of Law Number
4 of 1996 explain:

"Procedures for Granting, Registering, Transferring and Erasing
Mortgage Rights:
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(1) The granting of a Mortgage Right is preceded by a promise to
provide a Mortgage Right as a guarantee for the payment of a certain
debt, which is stated in and is an inseparable part of the debt agreement
in question or other agreement which gives rise to the debt.

(2) The granting of Mortgage Rights is carried out by making a Deed of
Granting of Mortgage Rights by the PPAT in accordance with applicable
laws and regulations."

Article 10 paragraph (2) of Law Number 4 of 1996 above indicates that the
Granting of Mortgage Rights must be made with a PPAT Deed. This is further
emphasized in Article 44 paragraph (1) of Government Regulation Number 24
of 1997 Concerning Land Registration (hereinafter referred to as PP 24/1997),
which reads:

“Encumbrance of Rights:

a. Encumbrance of Mortgage Rights on land rights or ownership rights on
apartment units. Encumbrance of building use rights, usage rights and
lease rights on ownership rights and other encumbrances on land rights or
ownership rights on apartment units determined by laws and regulations
can be registered if it can be proven by a deed made by an authorized PPAT
according to the applicable laws and regulations.”

Furthermore, Article 13 paragraph (1) and (2) of Law Number 4 of 1996, reads:
“Granting of Mortgage Rights:
(1) Granting of Mortgage Rights must be registered at the Land Office

(2) No later than 7 (seven) working days after signing the Deed of
Granting of Mortgage Rights as referred to in Article 10 paragraph (2), the
PPAT is obliged to send the Deed of Granting of Mortgage Rights and other
required documents to the Land Office."

Registration of the Deed of Granting of Mortgage Rights is not only ordered by
Law Number 4 of 1996 Article 13, and Article 44 of Government Regulation
Number 24 of 1997, as follows:

“Imposition of Mortgage Rights:

(1) The encumbrance of mortgage rights on land rights or ownership
rights on apartment units, encumbrance of building use rights, use rights
and lease rights for buildings on ownership rights, and other encumbrances
on land rights or ownership rights on apartment units are only determined
by statutory regulations and can be registered if they can be proven by a
deed made by an authorized PPAT according to the applicable statutory
regulations.
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(2) The provisions referred to in Article 38, Article 39, and Article 40 also
apply to the making of the PPAT deed referred to in paragraph (1)."

Similar to the Fiduciary Guarantee Registration, based on Government
Regulation Number 21 of 2015, Fiduciary Guarantee Registration is no longer
done manually but is done electronically (online). This reads as follows:

"Article 2 regarding General Provisions for Fiduciary Registration:

(1) Applications for registration of Fiduciary Guarantees, applications for
correction of Fiduciary Guarantee certificates, applications for changes to
Fiduciary Guarantees are submitted by the Fiduciary Recipient, the
attorney or representative of the Fiduciary Guarantee, and notification of
the deletion of certificates in paragraph (1) are submitted through the
Fiduciary Guarantee registration system to the Minister.

(2) The application as referred to in paragraph (1) is submitted through
the electronic Guarantee Registration system."

The provisions for the Fiduciary Guarantee Registration Application are
explained in Article 4:

"Application for Registration of Fiduciary Guarantee as referred to in Article 3
must be submitted within a maximum period of 30 (thirty) days from the date
of making the Fiduciary Guarantee deed."

Article 13 paragraph (2) of Law Number 42 of 1999 stipulates that the fiduciary
registration office records the Fiduciary Guarantee in the Fiduciary Register
book on the same date as the date of receipt of the registration application.
Based on the Fiduciary Register Book, the Fiduciary Registration Office issues a
Fiduciary Certificate which is a copy of the Fiduciary Register book.

The issuance of a Mortgage Certificate and a Fiduciary Guarantee Certificate
makes the debt given by the creditor to the debtor have binding legal force.
Both certificates determine whether or not the debt with Mortgage collateral
and debt with Fiduciary Guarantee will be disbursed. This means that debt with
Mortgage collateral will only be disbursed if the Mortgage Certificate has been
issued, as well as the Fiduciary Guarantee, it will only be disbursed if there is a
Fiduciary Guarantee certificate.

PPAT issues a covernote as a Certificate, not only in the law of collateral rights,
but also in other deeds such as pawns, mortgages, and fiduciaries. Banking
prioritizes credit with land collateral which is then bound by collateral rights,
considering the price of land that continues to rise. Therefore, collateral rights
require a covernote because the collateral rights still have to go through the
process of roya, change of name, are still in the form of customary ownership
rights, or are still in the process of land registration at the local Land Agency.
For this reason, so that the debtor's credit can be disbursed immediately even
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though the land certificate that is the collateral right has not been processed,
the Notary/PPAT who works with the relevant bank will be asked to issue a
covernote as a reference for the bank during the process of issuing a Certificate
for collateral that is being processed by the Notary/PPAT is complete.

That the issuance of a covernote occurs when the Notary/PPAT has truly
believed in the process of urgent needs of the debtor and creditor. The debtor
as the party who wants his credit to be quickly disbursed by the bank, and the
creditor as the party who wants to quickly disburse the credit application
submitted by the debtor. In practice in the banking world, there is business
competition that requires banks to be quick in providing credit facilities to
debtors. Therefore, the lack of collateral data owned by the debtor is resolved
by the issuance of a covernote by the PPAT. The covernote made by the PPAT
plays an important role in the implementation of credit disbursement in the
banking world. The covernote is used as proof of collateral binding and/or
temporary support for the bank in disbursing credit. The covernote is issued by
the bank's partner PPAT because the process of binding the Mortgage Rights
takes quite a long time and of course the bank needs a temporary support
before the Mortgage Certificate is received by the Bank. In the banking world,
the Notary/PPAT is a position of trust that has been trusted in the credit
disbursement process, one of which is by issuing a covernote.

Furthermore, the Notary/PPAT will first check the land title certificate at the
land office. After it is certain that the certificate is not in dispute, the
Notary/PPAT will dare to convey to the bank that the prospective customer is
ready to sign the credit disbursement agreement. In practice, a covernote is
made by the Notary/PPAT to be used as a statement that the signing of the
deed has been carried out by the bank and the customer in front of the relevant
PPAT. A covernote is needed because the process of installing the Mortgage
Right cannot be completed at the time of signing the agreement. After the
Credit Agreement and Power of Attorney to Encumber the Mortgage Right are
signed, hereinafter referred to as SKMHT in front of the Notary/PPAT and the
bank, after that the PPAT will issue a covernote. The signing of the SKMHT is
carried out by the PPAT to be upgraded to APHT.

The process of forming or creating a covernote by PPAT can be described as
follows:

1. Prospective customers who apply for credit disbursement from the Bank
because the requirements for credit disbursement have been met, the
prospective debtor signs the Credit Agreement deed, the SKMHT deed
before a Notary and the Bank.

2. Specifically for non-home loans, small business loans within a period of 1
month, SKMHT must be upgraded to APHT for land that has registered its
ownership rights. Meanwhile, land that has not been registered requires 3
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(three) months for APHT upgrade.

3. In practice, banks usually ask Notaries-PPATs to register APHTs at the
Land Agency Office to then issue a Mortgage Certificate that can be used as
collateral, and the bank holds the power of attorney over the collateral
object, and with the Mortgage Right the bank can execute the collateral
object if the debtor providing the Mortgage Right does not fulfill his debt
payment obligations.

The position and certainty of the covernote appears in the process when the
debtor has signed the SKMHT. The covernote is not proof of credit collateral,
only a statement made by the PPAT as an official who made the deed that a
credit binding has occurred.

Covernoteonly as a temporary reference for the Bank until all deeds and
guarantees are submitted, but the covernote is still used as a reference for the
bank in disbursing credit. The contents of the covernote contain the Notary-
PPAT's promise to be able to carry it out by providing certainty of completion
within a specified time period. In relation to this, the theory of the agreement is
very closely related to what is agreed between the bank and the PPAT before
the covernote is issued, where the bank asks the PPAT to be able to carry out
legal acts such as making a Credit Agreement Deed, making a Power of Attorney
to Charge Mortgage Rights and making a Deed of Granting Mortgage Rights.

Credit disbursement with the issuance of a covernote by the PPAT is a common
practice and policy of the bank in addition to the fulfillment of other
requirements set by the bank without waiting for the completion of the making
of a copy of the deed, legalization, or completion of APHT registration at the
Land Office. The existence of a covernote is due to the need in practice. This has
become something natural by giving trust to a Notary to issue a covernote,
because a notary is a position of trust.

Notary-PPAT is a public official who is authorized by law. Every act carried out
by Notary-PPAT is regulated in the law, and Notary-PPAT must comply with the
provisions contained therein. To avoid mistakes in carrying out the position that
can cause losses, both to the Notary-PPAT himself and to the parties directly
related to the Notary-PPAT, a Notary is required to thoroughly understand
everything related to the Notary Law.

That the Notary's position is a position of trust, and therefore someone is
willing to entrust something to him. The Notary is obliged to keep confidential
everything that has been told to him as a Notary. Even though there are some
that are not stated in the deed. Covernotes in practice are made by Notaries
who also serve as PPAT partners of the bank, where covernotes are used as a
statement letter made to explain that the signing of the deed has actually been
carried out by the bank and the customer before the Notary-PPAT. Covernotes
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are related to financing that is bound by Mortgage Rights which contain
information that the certificate that is the collateral is being processed at the
Notary/PPAT office concerned with the process of installing the Mortgage
Rights cannot be completed at that time. The legal basis for making a covernote
is not regulated in the UUJN, so that a covernote is not the main task of a
Notary/PPAT. However, in practice, Notaries-PPATs can issue covernotes based
on requests from banks as the basis for the bank's trust in Notaries-PPATs.

Covernoteissued by PPAT is the same as issuing a Letter for administrative
purposes or in the case of correspondence. Based on the definition of a notary
as referred to in the Notary Law, a Notary is a public official who has attributive
authority because the authority given to a Notary cannot be shared with
anyone as regulated in the Notary Law.

Based on the provisions in the Notary Law and the regulations on the Land
Deed Officials (PPAT), there is not a single article that can be interpreted as the
authority of a Notary-PPAT to issue a Certificate of Information referred to as a
covernote which is commonly used by banks in disbursing credit.

Notaries in carrying out their duties must be controlled by the notary code of
ethics. In this case, several legal considerations must be considered, including:

a) A notary is a public official whose duty is to carry out public interests.

b) Notaries in carrying out their duties must not tarnish the good name of
the corps of legal profession practitioners.

c) Notaries in carrying out their duties do not tarnish the good name of the
Notary institution

d) Because notaries work by implementing the law in the products they
produce, this code of ethics is expected to always remember to uphold the
nobility of their duties and the dignity of their position, and carry out their
duties by fulfilling the requirements stipulated by legislation.

According to Syafran Sofyan, there is not a single article in Law Number 2 of
2014 concerning the Position of Notary that can be interpreted as the authority
of a Notary to issue a Certificate called a covernote. In practice, a covernote can
be used as collateral by a bank. However, a covernote is not an authentic deed.
This is also emphasized in the law concerning the authority of a notary to issue
an authentic deed, so that if viewed legally, in reality a covernote does not have
binding and perfect legal force. According to Syafran Sofyan, banks should not
easily disburse credit based on a notary's covernote, but banks should still
adhere to the principle of prudence, namely the 5C principle (Character, Capital,
Capacity, Collateral, and Condition of Economy).

In carrying out his/her position, a notary must take an oath/promise of office as
stated in the Notary Position Law, Article 4 paragraph (2), which reads:
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“I am the one who swears/promises

e That | will obey and be loyal to the Republic of Indonesia,
Pancasila, the 1945 Constitution of the Republic of Indonesia, the Law
on the Position of Notary and other laws and regulations.

e That | will maintain my attitude and behavior and will carry out my
obligations in accordance with the code of professional ethics, honor,
dignity and responsibility as a Notary.

e That | will keep confidential the contents of the deed and
information obtained in the course of carrying out my duties.

e That in order to be appointed to this position, either directly or
indirectly, under any name or pretext, | will never give or promise
anything to anyone.”

Based on the description of Article 4 paragraph (2) above, a Notary
promises/swears not to give or promise anything to anyone. This is contrary to
the statement written in the covernote, which contains the Notary's promise to
complete his duties in accordance with the statement stated in the covernote.

The right time for PPAT to issue a covernote is when the PPAT is sure to issue a
covernote which contains a promise that the PPAT will complete all processes
stated in the covernote he made. Although the bank at that time did not have a
legal umbrella, so it was not completely safe to disburse credit. However, PPAT
with existing documents or data and the signing of the credit agreement deed
and SKMHT deed, and has checked the collateral object with a clean status, then
the PPAT will issue a covernote as a temporary reference as a legal umbrella until
the registration process for the collateral object that is pledged at the bank has
issued a Mortgage Certificate and/or Fiduciary Guarantee Certificate.

3.2. Urgency and Legal Problems with the Issuance of Covernote

Credit Agreement in the banking world is a form of agreement between the
debtor and the creditor, that there has been an agreement between the two
parties to make a debt. Credit disbursement in the banking world is a natural
thing if the bank asks the bank's partner Notary to make a covernote to facilitate
credit disbursement with all the requirements for credit disbursement not yet
fulfilled.

The urgency of issuing a covernote in this case becomes an important thing for
creditors as a temporary legal umbrella before all documents as agreed by the
PPAT are completed and submitted to the bank as a creditor. While the urgency
of issuing a covernote for the debtor is so that the credit applied for by the
debtor can be disbursed immediately.
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Covernotenot a product of the authority of a Notary-PPAT, because the authority
of a Notary-PPAT according to the laws and regulations is only one, namely to
make an authentic deed. According to him, a covernote is a Statement from a
Notary containing everything that is agreed upon as stated in the covernote,
where the contents listed in the covernote are still in process or being worked on
by the Notary-PPAT. It is further explained that the covernote exists because of
the need in practice. The urgency of issuing a covernote is an important thing for
the smooth running of credit disbursement, both for creditors and debtors, the
bank as the creditor requires a covernote so that credit disbursement can be
carried out immediately so that the bank does not lose prospective customers,
where the debtor wants the credit submitted to be disbursed immediately.

In the disbursement of credit in the banking world, it is normal for the Notary
who is a partner of the bank to issue a covernote in accordance with the
interests of the parties, but the PPAT in this case must act carefully before
issuing a covernote which contains the PPAT's promise to fulfill the obligations
and responsibilities stated in the covernote so as not to harm one or both
parties.

The use of covernotes in Credit Agreements is basically not prohibited. However,
the use of covernotes in credit disbursement will cause problems when the
debtor defaults, while the binding of the collateral has not been completed with
the issuance of the Mortgage Right certificate. This will make the Bank's position
as a concurrent creditor, so that the bank cannot execute the collateral object
not as a preferred creditor holding the Mortgage Right.

Mortgage Rights as one of the property rights are generally a mandatory legal
provision. Mortgage Rights are born after the registration of Mortgage Rights
with the issuance of a Mortgage Rights Certificate. This fulfills the principle of
publicity of Mortgage Rights. So if there is an imperfect collateral binding that
causes the Mortgage Rights Certificate not to be issued, the bank has not
received legal protection based on the Mortgage Rights Law regarding the
settlement of its receivables, because legally the bank does not yet have the
status of a Mortgage Rights holder.

Problems that arise with the issuance of a covernote by a Notary-PPAT can occur
due to various things, including the party who appears or signs the deed is not
the person who has the right and is not authorized to the collateral object being
pledged. The legal problems that occur are related to the covernote, where the
certificate that is pledged will be processed Roya and will be installed with
Mortgage Rights, but after the signing of the Credit Agreement and SKMHT
Deed, then the credit submitted by the debtor has been disbursed by the
creditor by holding on to the Notary/PPAT covernote, the Mortgage Right
registration process cannot be registered immediately because the collateral
object to be registered after being checked on the collateral object that has been
declared clean by conducting an oral check with the Land Office, but then the
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collateral object has a blocked status. In this case, the Notary who has issued the
covernote as agreed therein cannot be carried out in accordance with the
promise contained in the covernote relating to the completion period in carrying
out the Mortgage Right registration process. However, in this case, there is no
legal problem that is detrimental to one or both parties due to the non-
compliance of the fulfillment of the promise that has been stated in the
covernote. Before the signing of the Credit Agreement and SKMHT, the
certificate to be pledged has been confirmed in advance that the certificate is
clean (not burdened with Mortgage Rights) by conducting a verbal check with
the Land Office Officer. However, along with the ongoing process that has been
carried out by submitting a Roya Application and a request for the installation of
Mortgage Rights, it turns out that the certificate is recorded at the Land Office in
a blocked status, so that the certificate cannot be processed.

As with the status of the certificate that has been blocked, the process that
should be carried out by the PPAT to immediately issue the Mortgage Certificate
that has been agreed in the covernote for the trust given by the Bank as the
Creditor is hampered. This will be very detrimental to the creditor when the
debtor defaults by not carrying out his obligations in making installment
payments so that bad credit can occur, in this case the creditor cannot execute
the guarantee because the Mortgage Certificate has not been issued. While the
covernote made by the Notary is not a guarantee that can be executed because
it does not have legal force as a basis for executing the guarantee.

The problem that occurs in the making of covernotes by Notaries/PPAT is due to
the indecisiveness of Notaries in issuing covernotes for credit disbursement
based on verbal checks carried out by one of the officers at the National Land
Agency Office. Because with this, it cannot guarantee the accuracy of the
information provided. National Land Agency officers when conducting verbal
checks do not carry out the proper procedures such as official checks. In addition
to these factors, it is a habit for most notaries to entrust the process to assigned
employees, and trust on the basis of friendship.

Furthermore, the problems arising from the use of covernotes in credit
disbursement cannot be separated from the role of the bank itself. Not only
factors from within the Notary can cause legal problems as explained above,
problems can also arise from outside the Notary/PPAT. Problems from outside
the Notary/PPAT also arise when the Bank in practice often acts less carefully
due to business competition reasons in obtaining debtors. This happens because
of concerns that prospective debtors will run to other banks, without ensuring
that the credit will not become a problem credit. Often the bank does not
conduct a detailed survey of the collateral object to be pledged. The legal flaw in
the issuance of covernotes that results in bad debts is because the Bank wants
the credit disbursement process to be carried out immediately. This encourages
the Notary-PPAT to carry out the tasks given to him by the bank to be followed
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up immediately.
3.3. Responsibilities of PPAT in Issuing Covernotes

Credit disbursement carried out with Mortgage Guarantee or Fiduciary
Guarantee is not carried out procedurally by waiting for the issuance of the
Mortgage Certificate and Fiduciary Guarantee Certificate. As is known, the
issuance of the Mortgage Certificate or Fiduciary Certificate, more specifically
the Mortgage Certificate, requires time in the process of issuing the Mortgage
Certificate because it cannot be completed at the same time as the signing of
the Credit Agreement deed and SKMHT.

The Deed of Granting of Mortgage Rights will be made by the PPAT if he is
shown valid proof of ownership of land rights (original certificate) which is used
as collateral. If the debtor cannot show the original certificate for the land for
any reason, then the PPAT must refuse to make a Deed to support the
disbursement of credit. This is regulated in Article 39 paragraph (1) letter a of
Government Regulation Number 24 of 1997 which stipulates: that the PPAT
must refuse to make a deed if he is not shown the original certificate of land
rights which is used as the basis for making the deed.

Credit disbursement with collateral of Mortgage Rights or Fiduciary Guarantee
can only occur if the Mortgage Certificate or Fiduciary Guarantee Certificate has
been issued, but this is not always the case, as long as the credit agreement has
been signed and the Mortgage Certificate or Fiduciary Guarantee Certificate is
in process. If it has not been processed at all for the issuance of the Mortgage
Certificate or Fiduciary Guarantee Certificate, the credit will not be disbursed by
the bank.

The process of installing Mortgage Rights cannot be carried out on the same
day together with the signing of the credit agreement deed, while the debtor is
constrained by the date and time if the credit is not disbursed on the same day.
Therefore, as long as the Mortgage Rights registration process has not been
completed, the bank will still disburse the credit if the Notary/PPAT issues a
Statement, in this case usually called a covernote. The contents of the
covernote are a statement that the land title certificate used as the collateral
object is in the process of installing Mortgage Rights and there is a time period
and contains a promise from the Notary/PPAT to immediately complete the
process so that the Mortgage Rights certificate is issued which will then be
immediately submitted to the creditor.

Procedure for making a credit agreement, the bank provides a letter/order to
the Notary/PPAT which contains information about the debtor's data, type of
credit, credit allocation, amount of credit, credit interest, credit guarantee, and
other terms containing agreements agreed by the debtor and the bank. In
addition to the data as mentioned, the bank also submits a certificate that is
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used as collateral to the Notary/PPAT to be checked regarding the object of the
guarantee/collateral to the Land Office. After the results of the check are out,
the bank together with the debtor comes to meet the Notary/PPAT. Previously,
the Notary/PPAT will make a draft of the deed based on the letter/order that
has been sent by the bank, after the deed is read by the Notary/PPAT in front of
the parties to be signed by the parties, the letter/order that has been signed by
the parties is attached to the minutes of the deed.

That the disbursement of credit with collateral of Mortgage Rights or Fiduciary
Guarantee is still carried out even though the Mortgage Certificate or Fiduciary
Guarantee Certificate has not been issued, as long as the creditor/bank is sure
that the certificate will be issued. It is further explained that the creditor/bank
will disburse credit to its customers after the parties, namely the creditor and
debtor, have signed the credit agreement and the Power of Attorney to Install
Mortgage Rights (SKMHT), and the collateral is in the process. If with Fiduciary
Guarantee, credit can also still be disbursed before the issuance of the Fiduciary
Guarantee Certificate, but after the credit agreement and Fiduciary Guarantee
deed have been signed by the debtor and creditor.

In the description above, it is explained that the creditor/bank disburses the
credit even though the Mortgage Certificate or Fiduciary Guarantee Certificate
has not been issued as long as there is confidence from the bank that the
certificate will definitely be issued. In practice, the confidence that the
Mortgage Certificate or Fiduciary Guarantee Certificate will exist is because of
the underlying basis/reason, namely because of the covernote from the
Notary/PPAT.

Covernoteis not a product that is the authority of a Notary or PPAT, because the
authority of a Notary or PPAT according to statutory regulations is only to make
authentic deeds. According to him, a covernote is actually a statement from a
Notary containing what has been done by the Notary or what the Notary is
doing is still in process. It was further explained that the covernote exists
because of the need in practice. It was emphasized by the resource person that
according to him the contents of the covernote are nothing more than a
statement that the collateral object is being processed as explained in the
covernote, it would be strange if a Notary dared to issue a covernote while he
did not do what was explained in the covernote. If in addition to explaining
when the work was completed, according to the Notary-PPAT who issued the
covernote, it is beyond the limits of authority. Therefore, a Notary/PPAT in
issuing a covernote must be careful, what he explains in the covernote is what
he is really doing. If a party requests that the covernote also contain
information about when the work will be completed, then the Notary or PPAT
must reject it because what is requested is beyond his authority, according to
him the Notary/PPAT who issues the covernote must be responsible for the
contents therein. If the covernote only contains information about what is
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being worked on, then the Notary or PPAT who issues the covernote is only
responsible for the truth of the information. However, if in addition to
containing information about what has been done, it also contains a promise
about when the work will be completed, then the person who issues the
covernote is not only responsible for the truth of his information, but is also
responsible for when the Mortgage Certificate or Fiduciary Guarantee
Certificate is issued.

That the covernote in addition to containing information about what has been
done by the Notary who issued the covernote can also contain thoughts about
when the work will be completed. It is further explained that the covernote
contains such content because that is what the bank wants and according to
him the Notary/PPAT who issued the covernote does not make promises, only
estimates and these estimates are based on careful calculations. It is further
explained that the Notary or PPAT who made the covernote is only responsible
for the information in the covernote, because that is what he did. However, the
Notary/PPAT who made the covernote is not responsible for the final result of
what was done (issuance of the Mortgage Certificate and Fiduciary Guarantee
Certificate) because that is beyond his authority. That what is meant by what
was done is completed, namely the issuance of the Mortgage Certificate or
Fiduciary Guarantee Certificate. However, this does not guarantee that what
was done will definitely be completed at the time as stated in the covernote.
What is in the covernote is only an estimate. The notary-PPAT who issues the
covernote is only responsible for the truth of the information in the covernote,
namely what he has done, and is not responsible for when the Mortgage
Certificate or Fiduciary Guarantee Certificate is issued.

Covernotecontains a promise from a Notary or PPAT that if the Mortgage
Certificate has been issued, it will be immediately submitted to the bank within
a certain period of time. In the case of a covernote containing such, then the
covernote can be said to be a statement letter from the Notary/PPAT regarding
what was done or done in front of him in connection with the request in the
form of a letter of application sent by the bank. Responsibility for the covernote
made by the Notary-PPAT is the full responsibility of the Notary-PPAT, where
the Notary-PPAT must be responsible for fulfilling everything that has been
agreed in the covernote made. Notaries-PPATs who have committed unlawful
acts related to the covernote they made can be subject to penalties, both civil
and criminal.

4. Conclusion

The legal urgency of issuing a covernote is an important thing for the
Bank in disbursing credit. The issuance of a covernote for creditors is
as a temporary legal umbrella before all documents as agreed by the
PPAT are completed and submitted to the creditor. The legal
problems that occur with the issuance of a covernote come from
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within and outside the PPAT. The problems from within the Notary
come from the Notary's carelessness and indecisiveness in checking
the certificate and checking the suitability of all identities. The
problems from outside the PPAT are the bank's carelessness in
selecting debtors, as well as the bank's carelessness in conducting
surveys and the ins and outs of the objects to be pledged.
Responsibility for the covernote made by the PPAT is the full
responsibility of the PPAT, where the PPAT must be responsible for
fulfilling everything that has been agreed upon in the covernote
made. PPAT who has committed an unlawful act related to the
covernote he made can be subject to punishment, both civil and
criminal.
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