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On the Types of Security Subordination and Their Breakthrough

Li Yunyang
(Law School, East China University of Political Science and LLaw, Shanghai 201620, P.R.China)

Abstract: As a statutory mechanism that creates synchronicity between a security right and the se-
cured claim, subordination makes a security right dependent on the secured claim in five respects:
creation, disposition, scope, defenses and extinguishment. However, it is an open structural princi-
ple and all five aspects may be breached by law or by agreement. At the time of creation, the parties
may create maximum or general security right for future claims that have not yet been established.
After the creation, the parties may dispose of either the principal claim or the principal obligation
less than the security right. The scope of a security right may be greater or less than the amount of
the principal claim., and when subordinate claims are included in the scope of security right, it
should be determined separately based on the different types of security rights. The defenses that
may be asserted by the guarantor are also different from the defenses enjoyed by the principal
debtor. Based on the provisions of the law or the agreement, a security right may not be extin-
guished if the principal claim is extinguished., and may be extinguished if the principal claim is not
extinguished.

Keywords: Subordination; Type of subordination; Breakthrough of subordination; Scope of security; Pur-

pose of security
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