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Abstract

A Study on Possible Revisions of
the Right of Separation in

Individual Rehabilitation Procedure

-Focusing on Home Mortgage-

Park, In Bum
Department of Law
The Graduate School

Seoul National University

The Korean Debtor Rehabilitation and Bankruptcy Act (DRBA)
introduced individual rehabilitation procedures aimed at
facilitating a prompt and efficient process that prioritizes the
debtor's recovery, as opposed to liquidation-based bankruptcy
procedures. Aside from introducing individual rehabilitation
procedures, DRBA also grants secured creditors the right of
separation in individual rehabilitation procedures. While secured

creditors, especially mortgage holders are granted the right of
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separation in individual rehabilitation procedures under DRBA,
the issue of debtors being unable to retain their residences
during individual rehabilitation procedures has emerged,
prompting legislative efforts to address the matter.

In this study, the author reviews several bills trying to restrict
the right of separation of mortgage holders and the prior
arguments regarding these bills. The author also reviews the
relevant insolvency legislation and practices of the United States
and Japan.

It can be difficult to accept the idea of allowing mortgage
strip-downs because it could lead to significant side effects, such
as an increase in mortgage interest rates. However, implementing
measures such as curing mortgage defaults, permitting mortgage
payments during an individual rehabilitation plan, or adjusting
mortgage payment periods could be beneficial to debtors seeking
to retain their residences during the individual rehabilitation
procedures under DRBA. As a result, revisions that allow for

such measures are being considered.

Keywords : Individual Rehabilitation Procedure, Secured Claim,
Right of Separation, Mortgage, Repayment Plan,
Mortgage Strip Down

Student Number : 2012-21257
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