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How safe are portfolio
managements?

Security is part of a portfolio and therefore an
indispensable prerequisite for the granting of
credit. A borrower provides a financial insti-
tution with security — an asset to recompense
the lender in the event of a default on a loan
repayment. Unfortunately it often proves to be
the case that, when such a security is called in,
it turns out not to offer any of the guarantees
the lender expected. This can be particularly
true when the company is domiciled outside

the UK or US, for example in Germany.

The security can be rendered worthless if:

} Forms have been completed incorrectly;

D The security has been described in a

misleading way;

} The security offered belongs to a third
party;

} The security relied upon credits or loans,

the validity of which can be contested;

D The requirements of Germany’s Insolvency

Code have not been met.

What’s more, several parties can often share
an interest in the same security and require
satisfaction at the same time. During such
crises, achieving consensus can prove to be a

Herculean task.

Difficulties are often best overcome, or avoi-
ded, through a bilateral security trust — a
reliable method that Schultze & Braun is

experienced at providing.

What is a
Bilateral Security Trust?

The borrower no longer assigns security to
the financing bank (or banks), but to a secu-
rity trustee. A contractual relationship exists

between the borrower and the security trustee,

but not with the bank(s).

The trust agreement grants the lender an irre-
vocable entitlement to its security in the event
of default. In such a case, the security will be
realised by the trustee, who transfers the pro-
ceeds to the lender(s).

The security trustee is fully independent of
both the borrower and the beneficiaries. The
trustee sets up optimum settlement strategies,
functions as the central negotiating partner for
insolvency administrators, and safeguards the
rights of the security creditors. The professi-
onal security trustee can face the professional

insolvency administrator as an equal.

If a trust solution is not wanted or cannot be
implemented, an alternative for the borro-
wer is to authorise an adviser to sell its assets,
or interests in its business, at the best price.
Schultze & Braun is often appointed to under-
take this role, and is able to use its extensive

experience to maximise the price obtained.



Does it pay to appoint a
security trustee?

The cost of a security trustee can be considera-
ble, so such intervention only makes sense if
the principal is unable either to perform the
same services itself or in a way that is subject

to better terms.

If the client intends to use its own staff, con-

sideration should be given as to whether they

might be more profitably employed on their
usual activities, whether they are sufficiently
experienced to perform such a specialised task,

or able to achieve the best price for the asset

should it be sold.

At Schultze & Braun, we pride ourselves on
being able to satisty all our client’s portfolio
management requirements and agree upon an

appropriate fee.

Portfolio Management: Examples

Tracking securities abroad.
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All-Round Expertise

Schultze & Braun handles all aspects of Euro-
pean, English and American business recovery
and insolvency law, with each team member
focusing on particular jurisdictions, legal cul-
tures and languages. Our extensive knowledge
of restructuring and insolvency law is based on
more than 30 years of involvement in insol-

vency administration.

Management and liquidation of companies.

Settlement of purchased (or forfeited) claims or debts.

Assumption and administration of interest in the business.

Checking securities for their effectiveness and value.

Collection and safeguarding of electronic data.

Investigating the rigging of accounts and secking compensation from the responsible

We assist:

) banks

) creditors

p shareholders

) insvestors

If you would like to know more about port-
folio management with respect to German-

domiciled companies, just give us a call.

We provide our counseling services in the following languages: German, English, French, Spanish,

Italian, Hungarian, Dutch, Finnish, Norwegian, Swedish, Japanese, Basic Mandarin.
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Schultze & Braun LLP

33 Throgmorton Street
London

EC2N 2BR

Phone +44(0)2071565029
Fax +44(0)2071565223
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France

Schultze & Braun GmbH Rechts-
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Dr Annerose Tashiro
Attorney at Law in Germany
Registered European Lawyer (London)
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Attorney at Law in Germany
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Attorney at Law in Germany
Registered European Lawyer (London)
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Dr Rainer Riggert
Attorney at Law in Germany

Claudia Sybille Dietrich
Attorney at Law in Germany

Dr Andreas Beck
Attorney at Law in Germany
Certified Specialist in Labour Law
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Attorney at Law in Germany
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