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ABSTRACT

A Study on the Protection of Purchasers in Real Estate Auctions

Seol, Chun—-Hwan

Major in Real Estate

Dept. of Economics & Real Estate
The Graduate School

Hansung University

Real estate auctions are one of the principal public transaction systems
through which creditors recover their claims by means of judicial enforcement
proceedings. In Korea, more than 100,000 real estate auction cases are conducted
annually, and the auction market has become an increasingly accessible means of
acquiring and investing in real estate for both professional investors and the
general public.

Despite this quantitative growth, the real estate auction system is characterized
by complex legal relationships arising from various institutional mechanisms
designed to protect the rights of interested parties, including senior tenants,
possessory lien holders, and occupants subject to post—auction possession delivery
procedures. Although these institutions serve legitimate purposes, insufficient
disclosure of information concerning legal relationships often makes it difficult for
purchasers to accurately analyze their legal rights and assess potential risks.
Consequently, such uncertainty undermines rational bidding decisions and reduces
the overall predictability and efficiency of auction procedures. In particular,
uncertainties concerning senior tenants and apparent senior tenants, frequent false
or exaggerated possessory lien claims, and delays in obtaining possession after a
successful bid have become significant factors that increase the risks faced by
purchasers and undermine the transparency and efficiency of the real estate auction
system.

The current Korean Civil Execution Act has primarily evolved to protect the
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rights of creditors and other interested parties, including tenants. However,
institutional mechanisms supporting purchasers in analyzing their legal rights and
assessing potential risks remain relatively insufficient. As a result, purchasers are
often required to assume considerable legal and economic risks without adequate
information. Such circumstances discourage participation in auctions, reduce auction
sale price ratios, prolong disputes over possession, and ultimately weaken the
efficiency, competitiveness, and credibility of the auction system.

Accordingly, this study aims to identify the major risk factors faced by
purchasers in real estate auctions by examining uncertainty in rights analysis,
limitations of the information disclosure system, and procedural and institutional
shortcomings. Furthermore, the study analyzes how these risk factors affect the
auction system and proposes institutional measures to strengthen purchaser
protection while promoting the balanced protection of the rights and legitimate
interests of all parties participating in auction proceedings.

This study adopts a comprehensive methodology consisting of statutory
interpretation of relevant legislation, including the Civil Execution Act and the
Housing Lease Protection Act, analyses of judicial precedents and previous studies,
and supplementary empirical and case analyses based on actual auction cases and
statistical data. In particular, the study empirically examines the effects of
uncertainty in rights analysis and limitations of the information disclosure system
by comparing auction sale price ratios and bidding competition rates according to
whether senior tenants filed claims for distribution and whether possessory liens
existed. In addition, case studies were conducted to examine how delays in
obtaining possession and disputes with occupants after a successful bid affect
purchasers’ economic burdens and the realization of their rights.

The findings indicate that uncertainties concerning senior tenants and
possessory liens, together with delays in possession delivery procedures, constitute
major risk factors that increase purchasers’ burdens and reduce the efficiency of the
auction system. Based on these findings, this study proposes the following
institutional improvements.

First, to enhance transparency regarding senior tenants, this study proposes
strengthening on-site investigations, introducing mandatory reporting of tenancy

rights, and improving the public disclosure of lease information through the
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integration of public administrative information. These measures are intended to
enable purchasers to more accurately predict the existence and scope of the
obligations they may assume.

Second, to improve the transparency of possessory lien information, this study
recommends mandatory reporting of possessory liens, expanded public disclosure,
and stronger sanctions against false or exaggerated possessory lien claims. In
addition, strengthening on-—site investigations conducted by enforcement officers and
verifying construction records are recommended as measures to reduce uncertainties
surrounding possessory liens and support rational decision—-making by purchasers
and other interested parties.

Third, to reduce purchasers’ burdens arising during post—auction possession
delivery procedures, this study proposes introducing a minimum moving expense
distribution system, a prior notice system for possession delivery, special service
procedures for orders for delivery of possession, rational standards for calculating
compulsory execution costs, and improvements to property storage procedures
during compulsory execution. These measures are intended to reduce uncertainties
regarding costs and delays, facilitate the prompt realization of purchasers' rights,
and prevent disputes over possession.

In conclusion, this study recognizes purchaser protection not merely as an issue
of resolving post—auction disputes but as a structural issue requiring the
clarification of legal relationships, improvements in the information disclosure
system, and greater efficiency in possession delivery procedures. Accordingly, it
presents institutional measures designed to address these structural challenges.

The proposed measures are intended not only to strengthen purchaser
protection but also to enhance the transparency of information concerning the
rights and obligations of all participants in auction proceedings, including senior
tenants, possessory lien holders, creditors, and occupants. By reducing uncertainty
in rights analysis and supporting rational decision—making, these measures are
expected to provide purchasers with a safer and more predictable transaction
environment while improving the predictability and ability of all interested parties
to realize their rights. Ultimately, they are expected to enhance the transparency,
efficiency, fairness, and institutional reliability of the Korean real estate auction

system.
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