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How to Efficiently Manage Movable Properties
under the New Collateral Regime in Korea

Park, Whon-II*

A new collateral law, the “Act on Security Interests in Movable
Properties, Receivables, etc.” (the “Act” ), came into force in June 2012
in Korea. During the past few years, the government worked out the bill
that would allow small and medium—sized enterprises (SMEs) or venture
businesses to use movable properties, account receivables and
intellectual property rights as collateral. After a two-year preparation
period necessary to establish nationwide electronic registration systems,
the Act is expected to broaden the range of collateral assets.

The new Act would be useful when creditors regard it as convenient
and reliable to create security interests. What is necessary to narrow
the gap between the necessity and actual practices is the adoption of
state-of-the-art information technology. In this regard, employing an
electronic registration system seems to be a global trend not only in
civil law countries based on a one-good-one-right principle but also other
jurisdictions with non-possessory security interests. There are several
examples of an electronic registration system. For instance, Japan, which
ushered in movable property collateral ahead of Korea, has already
implemented the electronic registration system.

In particular, Korea's movable property registry is be conducted
electronically, taking advantage of computer and communications
technologies with necessary functions of high-speed bulk processing and

access to broadband Internet. Such registry can identify and specify an

*  Professor of law at Kyung Hee University Law School.
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individual good as collateral. It can help users to confirm the identity or
similarity, specify the goods, and check information regarding
encumbrances for the goods.

Then, what should a creditor bank do once the Act is implemented? In
accordance with Article 17(1) of the Act, a creditor bank may feel it
necessary to enter into an agreement of collateral administration with
RFID devices prior to taking security interests in machinery, equipment
and inventories.

This paper has suggested that RFID technologies be used in the
administration of movable properties. RFID systems are wused to
recognize the identity of machinery, equipment and inventories, to
manage traceable history of collateral, and to control the operations and
movement of collateral on an integrated basis.

Consequently, productive effects of efficient collateral administration
are expected as follows:

First, all types of movable properties will be regarded as useful
security. So far, the value of movable property decreases sharply along
with its life cycle. Its high mobility and difficulty of identification make
collateral administration almost impossible. Enforcement of security
interests could not ensure sufficient recovery of claims. All these
problems can be settled by the IT-based solutions as mentioned above.

Second, the secure control and monitoring of collateral will enhance
its value, and more loanable funds are available to SME borrowers.
Creditor banks had better take advantage of outsourcing specialized
services of collateral administration.

Third, accumulated data on collateral will give rise to new value-added
services like prevention of theft, real-time reconciliation of the status
quo collateral with the original registration, arrangements for sale or
exchange of second-hand machinery, evaluation and management of

collateral assets, and so on. It will be followed by creation of new jobs
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and high-technology movable property management services.

Finally, successful implementation of the new collateral regime on
movables and receivables is expected to promote export of Korean legal
systems as well as hardware and software for collateral administration
and IT labor forces to foreign countries, which have adopted movable
properties as collateral. Most of all, being informed of the benefits of
new collateral administration methods, such transition economies as
China, Vietnam, Mongolia, Kazakhstan, etc. will be interested in the

Korean legal regime and administration of collateral.

FAO AL GRSV, FeE, AR L(RFID 1), AoHE
movable property, collateral registration, fiduciary transfer of

title, RFID, innocent acquisition






