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Re-thinking 
Receiverships

In times of financial stress, secured lenders have a 

variety of restructuring, enforcement or insolvency 

options available to pursue outstanding monies 

owing from corporate entities.

The use of receivers is certainly not new, but has 

been less frequent in recent years due to the 

perception of some lenders that they can be slow, 

costly and inflexible processes. At Kalo we have 

seen an increased and varied use of receiverships 

more recently, as cost conscious lenders have 

become more focused on what they are looking 

to achieve from the process, and the role of the 

receiver has evolved accordingly.

We have set out below some of the options available 

in the Cayman Islands, the relevant laws and the 

instances we have seen in this jurisdiction.
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What is receivership? More often than not, security 

will have been granted over the shares, assets and/

or undertakings of a corporate borrower under a 

contractual agreement. The agreement/security 

documentation will likely provide a secured lender 

with a range of options to enforce its security, 

realise any secured property and obtain full or 

partial repayment of the initial outlay plus applicable 

interest, including the option of appointing a receiver 

to manage and execute the recovery efforts in 

accordance with the terms provided for under the 

specifc security contract and also the governing laws 

of the relevant jurisdiction.
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Cayman Islands

While not specifcally dealt with under 

The Companies Winding Up Rules 2013, 

receiverships offer a valuable alternative to the 

standard methods of recovery arising under 

the formal insolvency regimes of the Cayman 

Islands and, in some instances, may be the 

more appropriate enforcement choice for 

secured creditors.

Interestingly, unlike many other jurisdictions, 

there are no specific statutory provisions under 

Cayman Islands Law to govern receivership 

appointments arising pursuant to security 

documentation, and there is also no statutory 

requirement to register the appointment of a 

such receiver in the Cayman Islands.

Effects, duties, powers and remuneration of receivers 
appointed by way of security document or debenture

The effect of appointing a receiver is to take charge 

of the secured asset(s) for the benefit of the security 

provider (i.e. in the case of a debenture, this will result 

in the suspension of the company’s director(s) authority 

to deal in the secured asset, and in the case of a share 

mortgage, a suspension of any shareholder’s rights 

attached to the secured shares).

The receiver’s primary duties are owed to the 

appointing secured creditor, with secondary duties 

owed to the security provider or other parties with an 

interest in the equity of redemption. Such duties must 

be exercised in good faith, and for proper purpose in 

accordance with the terms of the security document 

which may be further supplemented post appointment 

to address issues such as reporting requirements and 

asset realisation timing and strategy.
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The powers of a receiver to deal with the secured 

property may only be exercised for the specific 

purpose(s) for which they were granted and 

receivers must therefore only deal with the secured 

property as expressly provided for in the underlying 

security documentation. Generally, such powers will 

include the power to take possession of, sell and/or 

manage any secured property, to exercise any voting 

rights concerning the secured property, and the 

power to receive and retain all payments, dividends 

or interests relating to the secured property.

The receiver’s remuneration, including any 

indemnity which may have been provided by the 

appointing secured party, is usually governed by 

the appointment instrument. Typically, a receiver’s 

remuneration will be paid from the realisation of the 

secured property in priority to any distributions to the 

secured appointing creditor.
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Appointment under 
the Cayman Islands 
Grand Court Rules 1995 
(Revised)(GCR)

In addition to the appointment of a receiver 

by way of a contractual security agreement, 

appointments may also take place by way of 

an order from the Grand Court of the Cayman 

Islands (the Grand Court) pursuant to Order 30 

GCR against judgment debtors.

The Grand Court has power to appoint a 

receiver whenever it deems it to be just and 

equitable to do so. Receivers appointed 

pursuant to a court application by a judgment 

creditor are described as being appointed 

by way of “equitable execution” meaning that 

a receiver will be given the right to identify, 

investigate and recover the specified property 

over which the applicant proves to have any 

equitable interest to the satisfaction of the 

Grand Court.

Receiverships were historically only available where 

other usual means of execution were unavailable 

to secured creditors. However, recent authorities 

confirm this is no longer the case and receivers may 

also be appointed over an asset whether or not it is 

amenable to execution at law. (i.e. not only to collect 

money (commonly referred to as “rents”) but to 

also, for example, carry out other acts, such as the 

execution of contracts).

Receivership appointments can prove a very useful 

enforcement tool for secured lenders who have 

obtained a judgment debt, to secure and monitor 

potential dissipation of assets quickly, rather than 

trying to pursue other methods of recovery such 

as seeking to wind-up a debtor entity which may 

ultimately not be appropriate due to timing and/or 

cost concerns or the asset realisation /protection 

strategy which may, for example, need to address 

intellectual property and going concern issues. A 

receiver may also seek to apply to the Grand Court 

in this scenario to obtain further powers, as may be 

necessary, such as powers of investigation similar to 

those available to a liquidator, and directions.
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Segregated portfolio companies

Segregated portfolio companies (SPCs) may be registered as legal entities under 

the Companies Law (2018 Revision) (the Companies Law) which specifcally allows 

for the establishment of internal portfolios (or cells), all of which retain their own 

legal entitlement to their respective assets and liabilities, separate from the assets 

and liabilities of the company’s ordinary account (called its “general assets”). The 

Companies Law confirms that a SPC is a single legal entity and that a segregated 

portfolio does not constitute a legal entity separate from the company.

SPCs are commonly used for captive 
insurers, master-feeder, umbrella or 
other mutual fund finance vehicles.

The common law precedent in the Cayman Islands in relation to the wind down of a 

SPC is limited to a liquidation of assets as a whole and not on an individual portfolio 

basis. A receivership appointment of one or more portfolios is however, provided 

for under section 224 of the Companies Law, upon application to the Grand Court 

by either the company, its directors, shareholders, creditors or the Cayman Islands 

Monetary Authority (if the SPC carries on a regulated business in the Cayman 

Islands), to facilitate, where necessary, the safeguarding, investigation and potential 

realisation of assets of the portfolio(s).

The appointment of a receiver to a segregated portfolio(s) of a SPC by the Grand 

Court affords an automatic stay on proceedings so the SPC consequently enjoys 

protection and relief against enforcement or any other action being taken against

it for the duration of the receivership. In addition to realisation of the SPC’s assets, a 

receivership appointment may allow for an investigation into the conduct of the SPC’s 

segregated portfolio assets, and potentially the general assets, as applicable, without 

the need for appointment of a liquidator over the SPC as a whole. Further, a receiver 

may apply to the Grand Court for further powers not expressly in section 224 of the 

Companies Law, as may be required.
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Examples of receivership 
use in the Cayman Islands

A receivership appointment by way of order from the Grand Court or 

via appointment under a contractual security arrangement, can be an 

effective enforcement tool for a secured or judgment creditor.

Kalo was recently appointed to act in 
relation to a large resort complex and 
successfully secured a sale resulting 
in the full repayment of the secured 
lender. Kalo’s experience also includes 
being appointed as receivers to effect 
the investigation, identification and sale 
of many other assets including private 
jets and super yachts.
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The Kalo teams in both the Cayman Islands and the BVI have the necessary 

knowledge, skillset and a wealth of experience with receivership appointments 

to deal with any receivership related issues, from the formation of a strategy for 

appointment through to the successful realisation of available assets to repay 

outstanding debt and to achieve the best commercial outcome for stakeholders

www.kaloadvisors.com 
info@kaloadvisors.com
Cayman Islands: +1 345 946 0081

Why Kalo?
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