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Transparency of legal structure of Covered Bonds

Transparency

/ N\

Legal structure

Covered Bond

markets of Covered Cover pools
/ Bonds
) Insolvency Insolvency Timely payment
Wiggulzrt?he oo naturel o segregation of “remoteness” of in case of issuer’s
’ COVer poo cover assets Covered Bonds insolvency

= All questions clearly and in detail answered by parliamentary legislation?
= Contractual structures publicly disclosed? Legal opinions / legal memoranda published?
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Transparency of legal structure of Covered Bonds
Relevant issues for insolvency segregation of cover assets, insolvency remoteness and timely payment of covered bonds

Legal status of the cover pool Management of the cover pool Payment of covered bonds
Segregation mechanism: Legally acting parties: Conditions for changes in terms and
- Assets owned by issuer? « Supervisory authorities? conditions:
* Assets on cover register?  Cover pool monitor?  Automatic?
- Assets owned by SPE? * Special administrator? - Bondholder consent?
e . Insolvencx administrator? . SuEervisory authorities?
Insolvency status: .
« Part of insolvency estate? Operational set-up: Legal basis and procedure:
- Insolvency law applicable? « Eligible central bank counterparty? = ° Statutory law?
« Licensed and solvent credit * Contractual rules?

Performance of segregation:

fse institution? __* Role of legally acting parties?
* From the beginning? . Sufficient means t cate? - .
« When insolvency procedure over SRS LUIMSURLISE RIS L2 SR CRangleS C:f pr’|)n0|pal payments:
i ? * Acceleration”
. Ezu:ergsrteagrgsti.on but particular Powers and duties: * Maturity extention?
treatment? ’ * Issuance of covered bonds? « Pass-through?
: « Sale of cover assets?
* Bridge loan agreement? Changes of interest payments:
* Use of collateral? * Fixed / variable?
« Implications of illiquidity and/or * Reference index?

over-indebtedness?
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Geographical overview - Covered Bond Legislation in Europe
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Research on legal frameworks of CBs

ECBC-website

ECBC Fact Book - short country reports

Analysts’ research papers and books

Rating agencies’ reports

Not sufficiently detailed, transparent and easy to understand

comparisons of covered bond legislations
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RT CBL = new research group initiated by vdp

Aims and methodology of Round Table on Covered Bond Legislation

= Round Table (RT) = independent think tank and provider of information
= to collect high-level information on legislation of Covered Bonds
= on a comparison of law basis
= easy to understand and easy to compare, therefore
— charts showing map of Europe
— only 1 Covered Bond model/structure per country (no cherry picking allowed)

— mostly based on legislation, because transparency of legal structure highly supported
by statutory law (contractual modifications only partially covered)
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RT CBL - Workshops 2010 - 2024

O T

24. WS 22.6./6.7.2020 (video conference)

25

WS 30.9.2010 (Berlin)
WS 15./16.12.2010 (Berlin)
WS 7./8.3.2011 (Berlin)
WS 23.3.2011 (Berlin)
WS 20.4.2011 (Berlin)
WS 27./28.6.2011 (Berlin)
WS 28.9.2011 (Frankfurt)
WS 6.12.2011 (Vienna)
WS 14.9.2012 (Munich)

. WS 23.1.2013 (Copenhagen)

. WS 13.9.2013 (Barcelona)

. WS 14.3.2014 (Berlin)

. WS 26.9.2014 (Vienna)

. WS 23./24.9.2015 (Berlin)

. WS 17./18.2.2016 (Paris)

. WS 29.6.2016 (Berlin)

. WS 16.9.2016 (Diisseldorf)

. WS 29./30.5.2017 (Berlin)

. WS 15.9.2017 (Barcelona)

. WS 12.6.2018 (Berlin)

. WS 12./13.9.2019 (Munich)

. WS 16.9.2020 (video conference)
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. WS 30.11.2020 (video conference)
. WS 19.01.2021 (video conference)
. WS 10.02.2021 (video conference)
. WS 16.03.2021 (video conference)
. WS 27.04.2021 (video conference)
. WS 21.05.2021 (video conference)

. WS 21.6.2021 (video conference)

. WS 07.10.2021 (video conference)
. WS 17.01.2022 (video conference)
. WS 29.03.2022 (video conference)
. WS 20.06.2022 (video conference)
. WS 23.09.2022 (Vienna)

. WS 22.11.2022 (video conference)
. WS 1./2.2.2023 (Amsterdam)

. WS 27.03.2023 (video conference)
. WS 20.04.2023 (video conference)
. WS 15.05.2023 (video conference)
. WS 12.06.2023 (video conference)
. WS 15.09.2023 (Munich)

. WS 23.02.2024 (Berlin)

. WS 11.09.2024 (Porto)
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RT CBL
Workflow

" RT CBL developed a questionnaire with 15 chapters.
" RT CBL discusses and decides on questions chapter by chapter.

" For each question several answers have been developed by the RT CBL. Questions and answers are
designed in a way that only 1 answer per country is possible in order to facilitate transparent maps in colour.

. IT system automatically provides country maps with different colours regarding the answers.
. RT CBL reviews questions and answers chapter by chapter.

. So far access codes to investors are provided only, if the investor acts as a country expert.
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RT CBL shortcomings

= priority = transparent overview via coloured map of Europe, but details in
comments

= only 1 CB system per country, but different CBs may be explained in
comments

= questions/answers cannot always be 100 % precise in order to cover all
countries

= several countries not yet covered by country experts
(difficult access to domestic know how, priority on public relation issues,
less on legal analysis)
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Countries covered in comparative analysis

Country Existing types of Covered Bonds Types of Covered Bonds included in slides
Austria Pfandbrief- PfandBG Pfandbrief

Belgium Belgische pandbrief/ lettre de gage belge Belgische pandbrief/ lettre de gage belge
Canada Legislative Covered Bonds on Residential Legislative Covered Bonds on Residential

Mortgages

Mortgages

Czech Republic

Hypotecni zastavni listy

Hypotecni zastavni listy

RO
Denmark SDRO SDO + specialised bank
SDO specialised / non-specialised bank
Estonia hiipoteekpandikiri hiipoteekpandikiri
Finland Katetut joukkolainat Katetut joukkolainat
obligations fonciéres obligations fonciéres
France obligations de financement de I’habitat
CRH only chapter XIII.
Hypothekenpfandbrief Hypothekenpfandbrief
German Offentlicher Pfandbrief Offentlicher Pfandbrief
y Schiffspfandbrief
Flugzeugpfandbrief
Hungary jelzaloglevel jelzaloglevel
Ireland Asset Covered Securities (mortgage and public) Asset Covered Securities (mortgage and public)
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Countries covered in comparative analysis

lettre de gage mobiliére
lettre de gage mutuelle

Country Existing types of Covered Bonds Types of Covered Bonds included in slides
lettre de gage publique lettre de gage publique
Luxembourg lettre de gage hypothécaire lettre de gage hypothécaire

Netherlands

gedekte obligatie
geregistreerde gedekte obligatie

geregistreerde gedekte obligatie

Norway Obligasjoner med fortrinnsrett Obligasjoner med fortrinnsrett
hipoteczny list zastawny hipoteczny list zastawny
Poland . . . .
publiczny list zastawny publiczny list zastawny
Portugal Obrigacoes Cobertas Obrigacoes Cobertas
Romania obligatiuni garantate obligatiuni garantate
Singapore Singapore covered bonds Singapore covered bonds
Slovakia Kryté dlhopisy Kryté dlhopisy
cédulas hipotecarias cédulas hipotecarias
Spain cédulas territoriales cédulas territoriales
bonos hipotecarios
Sweden Sékerstéllda Obligationer Sékerstéllda Obligationer
Switzerland Pfandbrief Pfandbrief

United Kingdom

Regulated covered bonds

Regulated covered bonds
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RT CBL - Outcome

Outcome for members of RT CBL

Intensive exchange of legal know how in workshops

Access code to special IT program with all country information on legal framework of
CBs provided by the RT’'s members

Role of moderators and panelists in special conferences and meetings with EU
Commission, EBA, ECB, national supervisors etc.

Simplifies own analysis of different CB models and CB legislation

General outcome

Special database for legal framework of CBs
Offers both, workable and very detailed comparison of legal framework of CBs

Constitutes benchmark for discussions on further national legislation and EU
harmonization as well as supervision practice

Charts on CB Models (meanwhile widely used in conferences and publications). The
charts are done to show the insolvency ring fencing and the legal relation between CBs
and cover assets

Charts on single legal questions used in conferences
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Covered Bond models in Europe

Covered Bond issuer is completely specialised funding institute:

France
parent
bank
A
transfer of .
o acquisition of
eligible C
eligible assets
assets
4 payment of
principal and
. interest
CB issuer
purchase
of Covered
Bonds
16 Round Table Covered Bond Legislation

investor

VvV V V V

Model 1

Origination and servicing of eligible assets and
management of Covered Bond issuing institute
by parent bank or other parent institution

Funding institute has no other function than
holding (or mainly holds) eligible assets

Issuer has the legal status of a credit institution
Issuance governed by special legal framework
Issuer has no or almost no staff

Decisive = insolvency segregation of
CB issuer from parent bank

CB issuer capable of acting in spite of
insolvency of parent bank?

vdp



Covered Bond models in Europe

. . . e - e M 12
Covered Bond issuer is specialized credit institution by law: ode
Denmark, Hungary, Ireland, Luxembourg (until 7 July 2022), Norway,
Poland
Covered Bond issuer
payment of non-eligible assets limited payment of
principal and princip al
interest | and interest J .
borrowers " P investors
- eligible assets h
grants loans purchase of
Covered
Bonds
> Issuer originates, services and funds eligible and non-eligible business
> Loan origination restricted by law to mortgages and public-sector loans
> Issuer has the legal status of a credit institution
> Issuance governed by special legal framework
»  Decisive = insolvency segregation of cover assets from insolvency estate
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Covered Bond models in Europe

18

Covered Bond issuer is universal credit institution

Model 3

Austria, Belgium, Bulgaria, Czech Republic, Cyprus, Estonia, Finland, Germany, Greece,
Iceland, Latvia, Lithuania, Luxembourg (from 8 July 2022 on), Portugal, Romania,
Russia, Slovakia, Slovenia, Spain, Sweden

Covered Bond issuer

payment of payment of
principal and principal and
interest interest
> >
purchase
grants of Covered
loans Bonds

Issuer originates, services and funds eligible and non-eligible business
Strict eligibility criteria apply to eligible cover assets

Issuance governed by special legal framework

>
>
>
>

Decisive = insolvency segregation of cover assets from insolvency estate
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Covered Bond models in Europe

Covered Bond issuer is using SPV to achieve Model 4
insolvency segregation of cover assets:
Australia, Canada, Italy, Netherlands, New Zeeland, Singapore, UK

transfer
of assets legally separated
o company
Covered Bond purchase
. of assets _ o o
ISsuer Covered Bond issuer (credit institution) originates,
services and funds eligible & non-eligible loans
Transfer of assets onto legally separated
entity (SPV without the legal status of a
credit institution)
pay m::; ,C,);;e’iggtc pal ng;ﬁgssgozgs * Legally separated entity guarantees payment
of principal and interest
« If insolvency segregation not governed by special
RS legal framework but based on general law:

— Special public supervision covering legal
structure ?

— Legal structure disclosed in detail to public?
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Covered Bond models in Europe
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Covered Bond - Pooling Models

France (CRH), Switzerland

mortgage member banks /

borrowers originators

TR
\

]
i
1111

i
/

eligible loans to clients
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loans to member banks

Model 5
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RT CBL
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Contents of questionnaire of RT CB Legislation

—

Covered Bond Legislation Overview

Covered Bond Models

Cover Assets for Covered Bonds

Valuation of the Mortgaged Real Estate & LTV Criteria
Covered Bonds as Securities

Covered Bond Specific Asset-Liability Guidelines
Transparency

Public Supervision of CB issuers, Cover Pool Monitor

© ® N o g b~ b

Resolution Procedures over CB Issuers

—
©

Insolvency Procedures over CB Issuers

—
—

Special Questions on CB-Model 1

—
N

Special Questions on CB-Model 4

—
w

Special Questions on CB-Pooling-Models

—
s

Compliance with European Regulation

—
o

Commitment of Covered Bond Issuers
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Summary

1. There is a large variety of covered bond legislations in Europe.

2. There are not sufficiently detailed, transparent and easy to understand
comparisons of the existing covered bond legislation.

3. A survey on insolvency segregation of cover assets and insolvency
remoteness of covered bonds needs to take into account the relevant legal
issues of the respective covered bond model.

4. The Round Table CB Legislation is working on such a fundamental analysis
of the legal structure.
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