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Abstract

The consumer debt clearance procedure provides individuals facing financial
difficulties with a channel for debt relief. Among the system’s options, the rehabilitation
system allows debtors to repay their debts according to a rehabilitation scheme while
retaining their assets. To facilitate debtors in clearing their debts through the rehabilitation
procedure and obtaining a confirmed rehabilitation scheme, the Consumer Debt
Clearance Act specifically provides for a “direct confirmation rehabilitation system.”
Under this system, the rehabilitation scheme can be confirmed directly by the court,

without the approval of the creditors’ meeting, as long as certain conditions are met.

However, in practice, there are ambiguities regarding the interpretation and
operation of the direct confirmation rehabilitation system, which need to be clarified
further. In addition to providing more detailed guidelines for the application of the
conditions, the underlying dispute stems from the fact that the legitimacy of direct
confirmation rehabilitation has not been fully established on a theoretical basis. To
properly interpret and improve the functioning of Taiwan’s direct confirmation
rehabilitation system, thereby helping honest but unfortunate debtors escape the debt trap
and providing the opportunity for economic recovery, this article compares and analyzes
it against Chapter 13 of the U.S. Bankruptcy Code, as a comparative reference, which

deals with individual debts adjustment.

Firstly, from a conceptual perspective, whether it is an individual debts adjustment
process or a rehabilitation procedure, both systems aim to help honest yet unfortunate
debtors recover economically, while ensuring the protection of creditors’ rights. In
addition, the procedure should be efficient and economical. Secondly, before exploring

the conditions for the confirmation of a repayment plan or rehabilitation scheme, a general
\%

doi:10.6342/NTU202500252



understanding of both Chapter 13 of the U.S. Bankruptcy Code and Taiwan’s
rehabilitation procedure under the Consumer Debt Clearance Act is necessary. Finally,
the focus of this research is on the detailed analysis of the contents of repayment plans
and rehabilitation schemes, their respective confirmation conditions, and the changes or
modifications to creditors’ rights. This will also include the specific, detailed operation of
the confirmation conditions, as well as an analysis and synthesis of the legal theory and
normative purposes behind the design of the conditions, in order to clarify and strengthen

the normative interpretation of Taiwan's direct confirmation system and its legitimacy.

The confirmation conditions for a repayment plan are primarily divided into the
following categories: good faith, the best interests test, the projected disposable income
test, adequate protection for the holders of secured claims, and other confirmation
conditions. For the confirmation conditions of a rehabilitation scheme, the key categories
include: best efforts to repay for those with a regular income or fairness of the terms for
those without a regular income, the liquidation value protection principle, the disposable
income standard, special provisions for mortgage loans on primary residences, and other
confirmation conditions. After analyzing and comparing these conditions, it is clear that

nn

their normative intent revolves around "the debtor’s sincere intent to repay," "protection
of creditors’ rights," and "adequate protection for secured creditors." In this sense, these
basic requirements should be regarded as the legitimate theoretical foundation for the

court’s direct confirmation of the rehabilitation system. These conditions reflect the

system's theoretical foundation and serve as the legitimacy requirements for confirmation.

Given that the above criteria sufficiently reflect the legitimacy of the direct
confirmation rehabilitation system, once these conditions are met, the court "must"
confirm the rehabilitation scheme. Therefore, when interpreting and applying the

conditions for direct confirmation of rehabilitation, the court should not arbitrarily create
VI
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conditions not explicitly mentioned by law, nor neglect the detailed operation of these
conditions. In other words, when the legitimacy requirements for confirmation are
satisfied, the court has an obligation to issue an order of confirmation. This implies that
the debtor has the right to request the court to confirm the rehabilitation scheme, thereby
safeguarding the debtor's right to clear debts through the rehabilitation procedure, comply
with the confirmed scheme, and obtain a discharge, ultimately rebuilding their economic

life.

Key Words: rehabilitation system of consumer debt clearance procedure, direct
confirmation rehabilitation, individual debts adjustment procedure of the U.S.
Bankruptcy Code Chapter 13, confirmation of repayment plan, legitimacy criteria for

confirmation, theoretical foundation of confirmation of rehabilitation
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Collection Financial Standards for Food, Clothing and Other Items

Expense One Person Two Persons Three Persons Four Persons
Food $458 $820 $977 $1,143
Housekeeping supplies $44 $75 $83 $82
Apparel & services $87 $157 $187 $300
Perspnal care products & $48 $80 $87 $97
services

Miscellaneous $171 $279 $343 $405
Total $808 $1,411 $1,677 $2,027

More than four persons

Additional Amount Per Person

For each additional person, add to four-person total allowance:

$386

(®l=)

Expense One Person | Two Persons | Three Persons | Four Persons
Food & Clothing (Apparel & Services)* $545 $977 $1,164 $1,443
5% of Food & Clothing $27 $49 $58 $72
More than four persons Additional Amount Per Person
Food & Clothing (Apparel & Services)* $275
5% of Food & Clothing $14
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Collection Financial Standards for Health Care Expenses

Out of Pocket Costs
Under 65 $83
65 and Older $158
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IRS LOCAL TRANSPORTATION* EXPENSE STANDARDS
West Census Region

Public Transportation Costs
(Line 14, Form 122A-2)
(Line 14, Form 122C-2)

National $215

Operating Costs
(Line 12, Form 122A-2)
(Line 12, Form 122C-2)

Region One Car Two Cars
West Region $273 $546
MSA Locations Within Census Region:

Anchorage $200 $400
Denver $321 $642
Honolulu $254 $508
Los Angeles $331 $662
Phoenix $300 $600
San Diego $310 $620
San Francisco $348 $696
Seattle $271 $542

Ownership Costs
(Lines 13a and 13d, Form 122A-2)
(Lines 13a and 13d, Form 122C-2)

National One Car Two Cars

$619 $1,238
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(B> )

West Census Region
New Mexico, Arizona, Colorado, Wyoming, Montana, Nevada, Utah, Washington, Oregon, Idaho, California, Alaska, Hawaii
Metropolitan Statistical Areas (MSAs) Within the West Census Region
MSA COUNTIES (unless otherwise specified)
Anchorage in AK: Anchorage, Matanuska-Susitna
Denver in CO: ?dakms, Arapahoe, Broomfield, Clear Creek, Denver, Douglas, Elbert, Gilpin, Jefferson,
arl
Honolulu in HI: Honolulu
Los Angeles in CA: Los Angeles, Orange, Riverside, San Bernadino
Phoenix in AZ: Maricopa, Pinal
San Diego in CA: San Diego
San Francisco in CA: Alameda, Contra Costa, Marin, San Francisco, San Mateo
Seattle in WA: King, Pierce, Snohomish
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