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[Abstract]

Study of Analysis of Real Estate Project
Financing Issues and Activated through
Improvement of a System

Shin, Kyoung-Hee"

Due to the sluggish stock market after IMF financial crisis, the project
financing” s dimension increased sharply thanks to the coincidence in interests
of banking entities wanting to sell high-interest loan products and
construction companies that needed large loans. However, after 2008, the
long-term stagnation of real estate and the aggravation of constructors’
financial structures caused weakness of many real estate PFs and it was
led to the financial authorities’ tougher restrictions and the financing entities’
limitation of new loans to real estate PFs. As the real estate development
business itself is extremely complex, time consuming, and full of risks and
uncertainties, there exist significant amount of problems in funding through
project financing. Especially, our country’ s PF, different from the theoretical
PFs, demands excessive guarantees, including constructors’ joint and several
liability on guarantee or debt acquisition, at the same time of the agencies,
which participate in the project, lacking of professionalism.

In the case of our country, the enforcement agencies lack professionalism

as developing entities with poor funds, which makes delay and interruption

* Researcher, The Institute of Legal Studies Konkuk University
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of the business inevitable, when problems occur during the business
proceeding course, and increases the probability of the enforcement agencies
going bankrupt. As the real estate PF’s risks are being concentrated on the
constructors instead of being dispersed to enforcement agencies or financing
entities, the financial institutions are funding based on the constructors’ credit
ratings rather than the feasibility and cash fluidity of the project itself.
In order to improve these problematic situations, we suggested the
following measures. In accordance with the original purpose, internal
organizations should be prepared in order to enable loans after evaluating
the corresponding project’ s feasibility, and the legalization is necessary to
get external professional organs’ opinions and evaluations by all means. And
a quick restructuring and resuming of the interrupted or delayed companies’
businesses are necessary by installing a PF business adjustment tool. Also
by systematically upbringing professional evaluation organs that can evaluate
real estate development businesses with objective perspectives, fair

evaluations should be available.
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