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Connection between Settlement in Enforcement and Realization of

Security Interests

ZHAO Yue
(Anhui Guoyun Law Firm, Hefei 230000, Anhui, China)

Abstract: Settlement in enforcement allows parties to modify the content of an effective legal document through
negotiation, easing confrontation and raising the rate of performance. Yet the nature, effect and remedies of such settlement
remain disputed. This article argues that a settlement agreement is a private law compromise with procedural effects: it must pass
formal review by the enforcement court, suspends enforcement, and does not alter the original enforcement title. Where one party
defaults, the other may apply to resume enforcement of the original title or sue on the settlement; the remedies coexist and the
party may choose, but may not recover twice. Security clauses in the settlement have effect independent of the settlement; if the
principal debtor defaults, the guarantor is liable, and the liability may be realized through enforcement or litigation. Connecting
settlement with the procedure for realizing security interests raises three issues: whether the secured creditor may bypass the
settlement and apply directly, how far the settlement binds the guarantor, and how priority is determined after the collateral is
disposed of. This article contends that secured creditors are in principle not bound by the settlement and may apply separately,
subject to good faith limits against abuse of procedure.
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