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[ABSTRACT)

A Critical Study on the Concurrent Application of
Depreciation Deduction and Statutory
Mitigation under the Fire Liability Act:
Focusing on the Issue of Double Reduction of Damages

Shin, Jae Myoung
Hong, Sun Ki

In the judgments examined in this article, Korean courts reduced damages
for fire-related property loss in two steps. The cost of restoration was first
discounted for depreciation, and the discounted figure was then multiplied by
the liability ratio remaining after mitigation under Article 3 of the Act on Liability
for Fire Caused by Negligence. The article calls this double reduction and
distinguishes four types: (1) the mitigation rate is set without regard to the
reduction already made by depreciation; (2) the age of the property is counted
both in the residual ratio and as a ground for mitigation; (3) labour and other
consumable costs, which leave no residual benefit, are depreciated and then
mitigated again; and (4) the aggregate reduction, produced as the product of
two ratios, is reviewed at no stage. Types (2) and (3) involve a defect within
a single step, whereas types (1) and (4) involve a failure to control the combined

effect of two steps that may each be lawful. The Supreme Court treats the
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deduction of value added by repair as part of assessing the loss. The article
accepts that framing, but argues that because the deduction rests on a benefit
accruing to the injured party, its requirements and burden of proof should follow
the rules on set-off of gain and loss.

Under Article 3(2)6, the existence and size of prior depreciation must be
examined when the mitigation rate is set. This does not count the age of the
property a second time; it asks whether the burden actually left to the negligent
party is still harsh enough to call for relief. Recovery is measured against the
undepreciated cost of restoration because, until a benefit is proved, that figure
is the only fixed and verifiable baseline, and a low recovery rate is not in itself
proof of illegality. Eight recent lower-court judgments and one contrasting
judgment that refused depreciation, all checked against their original texts, show
this structure at work. They are offered not as statistical evidence but as
illustrations of a structure that follows from Supreme Court doctrine. The article
further argues that liability insurance held by the party liable falls within the
‘economic circumstances” named in Article 3(2)5, so that within the policy limit
there is little room for mitigation, since any reduction benefits the insurer rather
than the negligent party the provision is meant to relieve. It closes by proposing
minimum matters to be stated in the reasons of judgment and standard questions

for court-appointed appraisers.

Key words : Reduction of damages, Act on Liability for Fire Caused by
Negligence, Deduction for depreciation, Set-off of gain and loss,

Double reduction, Liability insurance.
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