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Legal Issues Regarding the Beneficiaries’ Voting
Rights under the Special Purpose Trust
Structure

Tien-1 Chiu
Abstract

Under the “Special Purpose Trust (SPT)” structure of Financial Assets
Securitization, the Trustee may issue the Beneficial Securities in various
types or priority of distribution such as Senior/Subordinated Securities
pursuant to Securitization Plan or SPT Contract. With regard to the right of
Beneficial Securities holders (Beneficiaries), Article 26, paragraph 1 of
Financial Assets Securitization Act (the Act) stipulated that” If the
Securitization Plan allows various types of beneficial interest, and if a
resolution of beneficiaries” meeting damages to the rights of certain type of
beneficiaries, such resolution shall be approved by a resolution adapted in

a meeting of that damaged type beneficiaries.”

In the initial stage of Taiwan securitization development, Credit
Rating Agency criticized aforesaid Article 26 for the negative influence to
Taiwan securitization development. Later, the Authority adapted the
opinion of Credit Rating Agency and set supplementary rule limiting the
scope of Article 26 to “the rights entitled to certain type beneficiaries as
indicated in SPT contract, and shall not include other rights or interests not
indicated in SPT contract.” The opinion of Credit Rating Agency and

Authority’s supplementary rule involve the voting right of various types of
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beneficiaries. The key issues are how to exercise the various voting right

through appropriate legal or contract mechanism.

The essay tries to analyze the above mentioned key issues from the
aspects of the beneficial interest, various types of beneficial securities,
resolution of beneficiaries’ meeting, Credit Rating Agency’s opinion and
Authority’s supplementary rule. Comments on Article 26 will be made and

proposed amendment will be provided as the conclusion of the essay.

Key words : Special Purpose Trust (SPT), Financial Assets Securitization,
Beneficiaries’ meeting, Beneficial Securities, Certain type of
beneficiaries, Voting right, Senior/Subordinated Securities, Credit

Rating, Credit Enhancement



