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e Founded in London in 1838
e Established in Paris in 1973
e Established in Tokyo in 1987
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e Definition of covered bonds

= Bonds secured by a pool of quality assets
= Bondholders have preferential claim to the pool of assets

e Statutory versus Contractual covered bonds

= Statutory covered bonds are issued within the framework of the law (Decree of 1852;
Law of 1999)

« The law contains very strict provisions as to the quality of the asset pool backing the covered
bonds

e True sale of assets

« The law categorically makes certain provisions of the French bankruptcy law inapplicable to
statutory covered bonds
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= Contractual covered bonds are new in France (2007)

« Contractual covered bonds are designed to have the same economic effect as
statutory covered bonds but are based solely on contracts

- The quality of the cover pool may vary according to the contract
. Pledge over assets

« Contract cannot exclude bankruptcy provisions
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e SCFs are Regulated issuers

= SPVs: objects strictly defined by law; isolate the creditworthiness of the issuer from
external factor

= Regulated as credit institutions

e SCFs are Supervised issuers
= Supervised by the French banking regulator
= Supervised by a specific controller
« Auditor appointed by the issuer with the approval of the French banking regulator

« Monitor compliance with the regulations and in particular the principle of over-
collateralisation
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e Eligible assets

= Mortgage backed loans
« Loans secured by a first-ranking mortgage

« Other types of loans which are at least equivalent to first-ranking mortgages (guarantees
granted by a bank or an insurance company): 20%

« Conservative Loan To Value Limit: 60% or 80% if all the loans are residential mortgages

= Public sector loans

. Loans granted to, or bonds issued by, States or State owned entities that benefit from the
best credit rating by a rating agency

« Loans or bonds similarly guaranteed by States .....
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e QOver-collateralisation

= Principle of over-collateralisation provided by law: the total amount of assets of an
SCF must be at all times at least equal to the global amount of secured liability

(i.,e. 100%)
= Law reform: 102%

e Priority legal claim or privilege

= Holders of statutory covered bonds benefit from a legal priority claim on all the

assets and revenues of the SCF
= One pool of assets
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e No extension of insolvency
= SCFs being SPVs fully owned by their parent companies

= The law clearly states that the insolvency of the parent company cannot be
extended to an SCF

e No suspect period

= Normally transactions entered into 18 months prior to the commencement of
insolvency proceedings (the “suspect period”) are viewed with suspicion and are
therefore voidable

= The law expressly excludes the application of those insolvency provisions to SCFs

o fEIPE T = DA H
s SCFSIIBI ST RA SNTZSPVSTH 5
s VEREICITHEESHOBIEFR X IISCRICITAIE R W EHTZ SN TV S

o fufkHFH (suspect period)

= JH AT PR D> T184 HLIAN (Jutkis Hi/Suspect period) (Z#fifs S 4172 HLS |
IIERARERVENZTHENTES

s VEAEIISCFsIZZ 0 Lo 2EEREITEA SN2V EHSZE LTV

EUROPLACE Linklaters



13
e No acceleration of payments
= Normally the judicial liquidation of a company leads to the acceleration of payment
obligations

= The law states that the payment of statutory covered bonds will continue in a
timely fashion regardless of the judicial liquidation of an SCF

e Super priority claim
= Normally creditors who benefit from a priority claim in an insolvency situation rank
behind the “usual people” i.e. the tax authorities and the employees

= Not so in the case of statutory covered bonds; their priority claim prevails over the
tax authorities and the employees
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e Draft law provides a legal regime for existing contractual covered
bonds (obligations a I'habitat or OH)

e Draft law provides an even stricter legal regime for existing statutory
covered bonds (obligations foncieres or OF)
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DISCLAIMIER

Linklaters LLP Gaikokuho Kyodo-Jigyo Horitsu Jimusho Linklaters
25 rue de Marignan Meiji Yasuda Building 10F
75008 Paris 1-1, Marunouchi 2-chome
France Chiyoda-ku
Tel: (+33) 1 56 43 56 43 Tokyo 100-0005
Fax: (+33) 1 43 59 41 96 Japan

Tel: (81-3) 6212 1200
Fax: (81-3) 6212 1444

Linklaters converted to Linklaters LLP on 1 May 2007. References in this document to Linklaters for the period
following 1 May 2007 accordingly refer to Linklaters LLP and, where relevant, its affiliated firms and entities around the
world.

Linklaters LLP is a limited liability partnership registered in England and Wales with registered number OC326345. The
term partner in relation to Linklaters LLP is used to refer to a member of the LLP or an employee or consultant of
Linklaters LLP or any of its affiliated firms or entities with equivalent standing and qualifications. A list of the names of
the members of Linklaters LLP and of the non-members who are designated as partners and their professional
gualifications is open to inspection at its registered office, One Silk Street, London EC2Y 8HQ, England or on
www.linklaters.com.

Please refer to www.linklaters.com/regulation for important information on our regulatory position.

Please note that the proposed fee arrangements, client details, referee details and working methodology descriptions contained in this
document are confidential to Linklaters and will remain so for a period of four years from the date of this document.
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