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		Abstract

		As has been widely reported by the media, hedge funds owned by a number of major financial institutions have sustained catastrophic losses due to downturn of the United States real estate market and the ensuing sub-prime crisis. Although these hedge funds maintain most, if not all, of their assets in the U.S. and similarly operate their business in the U.S., the overwhelming majority of such funds are incorporated in the western Caribbean islands due to various regulatory and tax advantages offered in those jurisdictions.   

The U.S. sub-prime crisis has changed the scrutiny U.S. bankruptcy judges pay to these offshore hedge funds. When the U.S. real estate market began declining in 2006, many of these funds experienced significant devaluations of their assets, received margin calls for these assets, and began liquidation proceedings in the western Caribbean jurisdictions in which they were organized. Contemporaneously, the liquidators appointed in many of these proceedings sought the assistance of the U.S. courts under chapter 15 of title 11 of the United States Bankruptcy Code (â€œChapter 15â€�) to thwart creditor action against the hedge fundsâ€™ U.S. based assets (which represent most, if not all, of the hedge fundâ€™s assets) or enjoin litigation initiated in the U.S. This chapter summarizes Chapter 15 and the major features available to Chapter 15 debtors, and discusses the leading Chapter 15 decisions dealing with offshore hedge funds in order to explain what may have motivated these decisions, the trend that has emanated from such decisions and what future Chapter 15 debtors can expect. 
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