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A Study of Security Interest from the Perspective of Bankruptcy Law

XU Yang-guang
(School of Law, Renmin University of China, Beijing 100872)

Abstract: While attention needs to be paid to the interaction between security law and bankruptcy law
in dealing with security interest in bankruptcy law, the key issue still lies in the restriction and protec-
tion of mortgages and pledges in the bankrupt proceedings. The restriction of security interest is mainly
manifested in the suspension of security rights during bankruptcy. The Chinese bankruptcy law borrowed sus-
pension theory from abroad and it has established the principle of suspending security interest in
restructuring. However, the law remains unclear in relation to bankrupt liquidation. Meanwhile, the issue
of remedies of security interest holders becomes prominent. The protection of security interest is
mainly resulted from its priority in repayment over other claims. The bankruptcy law therefore should
reaffirm the priority of security interest in repayment, in particular in dealing with the relationship be-
tween security interest, employee claims and tax authority. The distinction between property rights
and creditor’s (contractual) rights shall be well preserved and the principle of numerous clause must be
strictly complied with. As for the general prior rights, the relevant statutory rule should be respected
and may not contravene the order of repayment established in the Bankruptcy law.

Key words: security interest; bankruptcy liquidation; reorganization; automatic stay; priority in repay-

ment



