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A ‘close-out netting provision’ is an agreement that reduces or replaces the 

obligations owed by the parties to a transaction to a single net obligation when 

insolvency proceedings are commenced with respect to one of the parties. This 

net obligation is due and payable by one party to the other either automatically 

or at the election of one of the parties. UNIDROIT adopted ‘UNIDROIT Principles 

on the Operation of Close-out Netting Provisions’ in 2013; however, it is not an 

international convention that has a legally binding effect. It carries an important 

meaning to us, though, as it provides guidelines to each state to harmonize basic 

provisions of the law with respect to close-out netting. The Principle consists of 

eight principles. Principles 1 through 4 provide the scope of application for recognizing 

the enforceability of the close-out netting provision. The remaining principles provide 

legislative policies to secure enforceability of the close-out netting provision. The 

Principle has many differences from ‘Debtor Rehabilitation and Bankruptcy Act’ 

which recognizes the effect of the close-out netting provision. The purpose of this 

article is to propose amendments of the Act in consideration of the Principle reflecting 

international trends.

* .Professor, Kyungpook National University Law School
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