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Abstract

In Search of New Types of Security Right
Facilitating Business Transactions in a Unification Era

Whon-1I Park

In late 2001, two epoch-making conventions took place for the secured
transactions of mobile equipment at UNIDROIT, and receivables financing at
UNCITRAL, respectively. In 1994, however, the EBRD Model Law on Secured
Transactions introduced a non-possessory type of security right like a registered
charge to transition economies in Central and Eastern Europe.

In the meantime, the European Union published a draft Directive on Delays of
Payment with respect to retention of title, and the Organization of American States
has just begun work toward a model law on secured transactions influenced by the
U.S. and Canadian laws.

In principle, the new types of security rights should be:

- conducive to both creditors and debtors by reducing the credit risks and
improving the financial terms;

- helpful to make the most of the collateral value of all types of assets;

- simple and non-possessory enabling the quick and cheap creation of a security
right without depriving the chargor of the use of the assets;

- enforceable in the insolvency of the chargor through prompt realization at market
value of the assets; and

- effective in the cross-border transactions.

There are many advantages that a creditor can reduce overall credit risks while
the debtor can lower financing costs and utilize new types of security interests,
thereby facilitating business operations at home and abroad.

In view of the foregoing principles, the EBRD model law has represented a good
example to Korea, which could alleviate the strict application of secured transactions
in the country and herald an appropriate means of security in the transition economy
like North Korea.

In addition, the assignment of account receivables, as recently codified by



UNCITRAL, constitutes an effective financing tool. To this end, it is necessary to
block an agreement not to assign account receivables, and to positively allow future
or conditional receivables. The UNCITRAL convention on assignment of receivables
is expected to bring a momentum in creating security rights in the international
trade.

From the perspective of Korea, these new types of security interest should be
verified through legislation and practices before a suggestion for secured transaction

law is made to North Korea.



