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Secured Parties and
Recelverships

Chapter 3



Forms of security
» Legal mortgage

* Equitable mortgage

« Charge

* Pledge

e Lien



Forms of security — Legal Mortgage

/ Asset Legal
Ownership

[ 1
Legal Title
AN

o /

Possession [] [] [] U




Forms of security — Legal Mortgage

/ Asset Legal
Ownership

[ 1
Legal Title
AN

. y

Possession [] [] [] U




Forms of security — Equitable Mortgage
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Forms of security — Equitable Mortgage
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Forms of security — Charge
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Forms of security — Pledge
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Forms of security — Pledge
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Forms of security — Lien
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Security over personal or moveable
property

* Intangible property

» Tangible property

« Security over real property



Enforcement of security — Real Property

Legal mortgage
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Enforcement of security — Shares

Legal mortgage
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Enforcement of security — Shares (cont.)
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Enforcement of security rights

« Official/Provisional liquidation and RO appointment
« Scheme of arrangement



Security deemed as void or preferential

« Avoidance of dispositions from date of the winding up order

* Voidable preferences

* Fraudulent dispositions at undervalue



Other topics

 Rights of a creditor against a non-debtor guarantor

 Perfection of secured interests and non-compliance
» Sale of collateral

 Additional liens on collateral
e Distribution to secured creditors

 Over or under-secured claims



Questions?




Recelivership

* Private appointment vs Court appointment

 Privately appointed receiverships
» Self-help remedy for secured creditors
» Powers derived from security agreement
* Receiverships governed by Registered Land Act

» Court-appointed receiverships
» General jurisdiction under Grand Court Act

« Support a freezing injunction
« Equitable execution

» Receiver over a segregated portfolio



Receivership roadmap

Appointment

of Receivers

¢
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Obtain books and records

*Interview directors, investment
managers and service providers
(incl. auditors)

*Request records from
administrators and banks (as
required)

*Review financial records to
identify all assets

*Conduct various searches to
identify possible assets

+Liaise with regulators

Collection and Review

Asset Preservation and

Investigations

+Liaise with relevant parties to
understand the underlying assets

*Set up a security account and
transfer the underlying securities
to the security account

—  +Control underlying assets

*Perform historic lookback into the
activities of the company

*Conduct fundflow analysis and
investigation into affairs of the
company

*Consider engagement of lawyers
to advise and assess merits of
any possible claims, as

appropriate
\_ /

~N

Work with counterparties to

realise assets

*Preparation of marketing
materials (as required)

*Solicit appropriate investors to
acquire the assets

*Terms negotiation
*Completion of sales

*Review and assess any other
potential assets of the company

Asset Realisation

Distribution to

Investors /
Creditors




Case Example 1

Parent

Hong Kong
Incorporated

Company Y

Cayman Incorporated

Company X

Cayman Incorporated

Transferred title of 2 apartment
units to Company Y as purchase
price for bonds

Purchased convertible
bonds

Parent granted Creditor a
charge over Company Y as
security for bonds

Steps Taken

Entered into a management and letting
agreement for the properties to be let and
earn rental income for the benefit of the
Creditor

Managed all ongoing expenses of the
properties

Reported to Court (including R&P)

Assisted the Creditor and Company Y reach a
settlement agreement to transfer the two
properties back to the Creditor




Questions?
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