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[Insolvency of an SME and Joint and Several Guaranty by its Management]
“Corporation A” is a mid-size enterprise that manufactures and sells natural gas sto
rage tanks for vehicles.

On May 1, 2015, “Corporation A” received a KRW 300 million loan from K Bank,
with 10-year maturity, 3% per annum interest to be paid on the first day of each
month, full repayment of the loan to be made on the maturity date (“K Loan”).
On March 15, “Corporation A” received an additional KRW 200 million loan from
L Bank, with 8-year maturity, 4% per annum interest to be paid on the 15" day of
each month, full repayment of the loan to be made on the maturity date (“L Loa
n”). Korea Credit Guarantee Fund (“KODIT”)! provided a credit guarantee for the
L Loan.

“B” is the representative director (CEO) of “Corporation A” who assumed joint and
several liability for the K Loan to K Bank and for the reimbursement debt of “Co

rporation A” to KODIT.

* Zentaro Nihei [Attorney at Law (AMT), Japan], Kenpei Asao [Director, KPMG FAS, Japan]

1 KODIT is a public financial institution in Korea that provides comprehensive support to SMEs,
including provision of credit guarantees. This can be substituted with an institution in your jurisdiction

that plays a similar role.
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“Corporation A” paid interest to K Bank and L Bank up until the month of Septe
mber, 2021, but defaulted on the payment of interest for October 2021 and onward
s. KODIT immediately repaid the L Loan to L Bank based on the credit guarantee

agreement.

“Corporation A” filed a petition for commencement of a rehabilitation proceeding o
n January 5, 2022. The court issued a comprehensive stay order and an asset prese
rvation order for “Corporation A” on January 7, 2022 and commenced a rehabilitati
on proceeding for “Corporation A” on January 15, 2022. The court appointed “B” a

s the receiver for “Corporation A”.

As the court- appointed receiver of debtor “Corporation A”, “B” submitted a rehabil
itation plan on May 6, 2022 that provided for 50% cash repayment of all financial

institution claims (including KODIT claims) in installments (repayment in equal yea
rly installments over a 10 year term beginning from December 31, 2022 and onwar
ds, with repayment made on December 31 of each year), 30% debt-equity swap (ef
fect of the conversion to take place on the date the rehabilitation plan is confirme

d), and 20% discharge. After a meeting of interested parties, the court confirmed t

he rehabilitation plan on June 15, 2022.
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[Question] Are there any special statutes or practices in your country that would apply to an
insolvency proceeding (rehabilitation or bankruptcy) of an SME as compared with larger
corporations (e.g., fast-track proceedings or specific policies that are tailored to the specific

characteristics of an SME)?
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[Question] Are there any differences in the appointment and activities of an examiner (F&
ZE) when an SME files for commencement of a rehabilitation proceeding as compared to

when a large corporation files for rehabilitation?
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[Question] Are there any exceptions to the rule that the liability of guarantee is dependent on
the liability of the primary debtor when a rehabilitation proceeding or bankruptcy proceeding

is commenced for an SME?
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[Question] Are there any discussions in your country regarding the alleviation of guarantee

debt for the representative director (CEO) who guaranteed the debt of an SME?
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[Question] In the relationship between K Bank and KODIT, how much does the representative
director “B” owe to K Bank and KODIT respectively, when the rehabilitation plan for the

primary debtor, “Corporation A,” has been confirmed?
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[Question] Is there a separate rehabilitation proceeding for individuals in your country? If so,
what are the differences between a rehabilitation proceeding for corporations and a
rehabilitation proceeding for individuals, in terms of statutory requirements for

commencement and plan confirmation?
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[Question] Is there a separate bankruptcy proceeding for individuals in your country? If so,
what the differences between a bankruptcy proceeding for corporations and a bankruptcy

proceeding for individuals?
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[Question] Is it possible for the representative director “B” to obtain a discharge of his

guarantee debt, which he became liable for on behalf of “Corporation A” in your country?
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[Question] If representative director “B” had been discharged, would he become disqualified

for certain roles, such as the director of a corporation?
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