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U.K.recently
recentlyenacted
enacted the
theRegulated
Regulated Covered
Covered Bonds
Bonds
Regulations 2008,
2008, with
with the
primary purpose
of allowing
allowing U.K.
Regulations
the primary
purpose of
U.K.covered
covered
bonds to
to comply
comply with
with UCITS
bonds
UCITS22(4).
22(4).However,
However,the
theU.K.
U.K.Treasury
Treasurywas
was
careful
to
ensure
that
the
new
regulations
allow
U.K.
issuers
to
concareful to ensure that the new regulations allow U.K. issuers to constructures within
within the
tinue using
using the SPV structures
the new
new framework.
framework.

The main
mainfeatures
features of
of the
the new
new regulations
regulations are:
are:
be aacredit
creditinstitution
institution with
with its
offce in
• the
theissuer
issuer must be
its registered
registered office
U.K. and
deposits in
in the
the U.K.;
U.K.;
the U.K.
and authorized
authorized to
to accept
accept deposits
owner must
must be
beaacompany
companyor
orlimited
limited liability
liability partnership
•• the
theasset
asset owner
partnership
with
its
registered
office
and
centre
of
main
interests
in the
the U.K.;
U.K.;
with its registered office and centre of main interests in
• the
thecover
cover pool
poolmust
mustconsist
consistofofeligible
eligibleassets
assets such
such as
as mortgage
mortgage
loans
and other
other assets
assets(of
(ofa aminimum
minimumcredit
creditquality)
quality) specified
specifed in
in
loans and
paragraph 68
68 of
paragraph
Annex VI
VI totothe
theBanking
BankingConsolidation
Consolidation
of Annex
Directive, as
well as
ascertain
certainother
other loans,
loans,all
allof
of which
which may
may only
only be
Directive,
as well
be
located in the
the European
European Economic
Economic Area,
Area, Switzerland,
Switzerland, the
the
located
Channel Islands,
Islands, the
the Isle
Isle of
of Man, Australia,
Channel
Australia, New Zealand,
Zealand, the
U.S.,
Canada
or
Japan;
U.S., Canada or Japan;
•• the
thecovered
covered bondholders
bondholders are
are given
given priority
priorityover
overthe
thecover
coverassets
assets
in an enforcement or insolvency situation;
by
•• the
theissuer
issuer and
and its
its covered
covered bond
bond program
program must
must be
be registered
registered by
the Financial
Financial Services
Authority (FSA)
having satisfied
satisfed certain
certain
the
Services Authority
(FSA) as
as having
minimum criteria;
minimum
criteria; and
and
•• the
FSA
is
given
extensive
the FSA is given extensive supervisory
supervisory and
and enforcement
enforcement powers,
powers,
including
the
ability
to
require
a
cover
pool
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MAY 2008

SPONSORED ARTICLE

development of the U.S. covered
bond market
from
here
Document
hosted
at on.
The
primary purpose
purpose of UCITS
UCITS22(4)
22(4)compliance
compliance has
has been
been development
covered bond
from
here
The primary
achieved, and
and we
wenow
now await
await with
with interest investors’
investors' reaction to http://www.jdsupra.com/post/documentViewer.aspx?fid=c73abe44-f1e5-4ce2-8051-55ee165678c2
achieved,
the
new U.K.
will be
new
U.K.regulated
regulated structured
structuredcovered
covered bonds.
bonds.
There will
be much
much discussion
discussion about whether legislation
legislation or
or regregulation is
is the
the best
best method
method of
of promoting
promotingU.S.
U.S.covered
covered bonds.
bonds.
Disenchantment with
with some
previous U.S.
U.S. financial
fnancial legislation
Clarification
for the
the U.S.
U.S.
Disenchantment
some previous
legislation
Clarification for
In
the
U.S.,
the
growth
of
the
market
has
been
hampered
by
uncermeansthat
that itit is
is not
not certain that the responsibility will
will be
In the U.S., the growth of the market has been hampered by uncer- means
be handtainty as
to the
ed to politicians.
tainty
as to
the treatment
treatment ofofcovered
covered bondholders
bondholders ininaabank
bankissuer's
issuer’s ed
insolvency.In
In particular,
insolvency.
particular, where
where the
the Federal
Federal Deposit
Deposit Insurance
Insurance
Corporation (FDIC)
Corporation
(FDIC)isisappointed
appointedasasreceiver
receiver of
of an
an insolvent
insolvent bank,
bank, an
an About the Authors:
Jennings-Maresisisaapartner
partnerin
in the
the Capital
Capital Markets
Jeremy Jennings-Mares
Markets practice
practice
of up to
laws, during
during Jeremy
automatic stay
stay of
to 90
90 days
days under bank
bank insolvency
insolvency laws,
in structured
and
which
with- of Morrison &&Foerster.
Foerster. He
He specializes
specializes in
structured products
products and
whichaa bank's
bank’s creditors
creditors may
may not
notenforce
enforcesecurity
securityover
over its
itsassets
assets withderivatives,
including
structured
notes;
credit
fnd
and
equity
derivatives,
including
structured
notes;
credit,
fund
derivout
the
FDIC's
consent,
has
given
rise
to
particular
uncertainty.
out the FDIC’s consent, has given rise to particular uncertainty.
atives; medium-term note
atives;
note programs;
programs; and
and other
othercross-border
cross-border debt
debt
securities
offrings.
recently encouraged
U.S. banks
banks to securities offerings.
The U.S.
U.S. Treasury
Treasury Secretary
Secretary recently
encouraged U.S.
consider covered
covered bonds
bonds as
asan
analternative
alternativeform
form of
of mortgage
mortgage fundconsider
Greenisisaapartner
partnerin
inthe
theCapital
Capital Markets
Markets practice
practiceofofMorrison
Peter Green
Morrison
urged the
the FDIC
FDIC to
ing and urged
to clarify
clarify the
the uncertainties
uncertainties surrounding Peter
He focuses
fcuses primarily
primarily on
Foerster. He
on structured
structured products,
products, derivatives
derivatives
covered bonds
bonds in
in a bank's
insolvency. Consequently,
Consequently,the
theFDIC
FDIC & Foerster.
covered
bank’s insolvency.
structured finance
finance transactions,
transactions, specializing
specializing inincross-border
cross-border
recently published
Bond Policy
published aa Covered Bond
Policy Statement,
Statement, which
whichstates
states and structured
structured
financings
for
global
fnancial
services
companies.
that,
for
covered
bonds
backed
by
certain
mortgage
loans
(and
up
structured
financings
for
global
financial
services
companies.
that, for covered bonds backed by certain mortgage loans (and up
to 10%
to
10% triple-A
triple-Arated
rated MBS),
MBS),the
the automatic
automatic stay
stay period
period would
would be
be
reduced
to
10
business
days
where
the
covered
bonds
have
reduced to 10 business days where the covered bonds have been
been About the Firm:
approved by
by the
the issuer's
primary regulator
regulator and
and do
do not
4% With
With more
in 17 offces
approved
issuer’s primary
not exceed
exceed 4%
more than
than aa thousand
thousand lawyers
lawyers in
offices around
around the
the world,
world,
Morrison
of its total liabilities.
Morrison &&Foerster
Foersteroffrs
offersclients
clientscomprehensive,
comprehensive, global
global legal
legal servicservicesin
in business
businessand
andlitigation.
litigation.The
Thefirm
frm isis distinguished
es
distinguished by its unsurexpertiseininfinance,
fnance, life
lif sciences
While
While ititcould
couldhave
have gone
gone much
much further,
further, the
the FDIC
FDIChas
hasexpressly
expressly passed
passed expertise
sciences and
and technology
technology, its
its legendary
legendary
litigation
skills
and
an
unrivaled
reach
across
the
Pacifc
Rim,
invited comment on
on the
the Statement,
Statement, including as
as to the need
need for litigation skills and an unrivaled reach across the Pacific Rim, parfurther
the start
start of
of ticularly
ticularly in Japan
further regulatory
regulatory innovation.
innovation. This
Thismay
may be
be viewed
viewed as
as the
Japan and China. For
For more
more infrmation,
information,please
please visit
broader discussion
discussion among
among U.S.
U.S. regulators
regulators and
and banks
banks about
about the
www. mof. com.
aa broader
the www.mofo.com.

conundrum
CONUNDRUM

5
.7

of Eastern
Eastern Philosophy
A Matter of

The Tao
Tao of Lawyering.

were on
on to
to something. Constantly
Eastern philosophers were

enhance the
the economics
economicsof
ofaadeal.
deal.Or,
Or,just
just permit
permit our clients
enhance

questioning our beliefs in order to
to seek
seek out genuine wisdom

to access
the markets.
access the

may be overrated.
overrated.

We help
help our
our clients
clients accomplish
accomplishtheir
their capital-raising
capital-raising and
and risk
We

Sometimesjust
just listening
listening does
doesthe
thetrick.
trick. We’re
Were lawyers who
Sometimes

mitigation
mitigation goals
goals amidst changing
changing markets and

Intently. \y'e
We think
we listen
listen harder
harder than
than the
the next
next guy.
guy.
listen. Intently.
think we

continually evolving
continually
evolving regulation.
regulation. Admittedly,
Admittedly,doing
doingso
so can
can be
be

We listen
listen to our clients'
We
clients’ objectives
objectives and have committed

challenging. More challenging by the day, you might say
say.

ourselves to
to understanding
understanding their
Wethink
think
ourselves
their businesses.
businesses. We

built our reputation on the artful
But, we've
we’ve built
artful balance
balance of

this is what
what lets
lets us
us tune out
out the
the market
marketnoise,
noise, transcend
transcend the

solutions and innovative
innovative ideas.
ideas. We
We are
practical solutions
are Morrison
Morrison &
&

Indeed, this
this is what
distractions and focus on solutions. Indeed,

Foerster—a
global law
lawfirm
firmofofexceptional
exceptional credentials
credentials in
Foerster-a global

go beyond
beyond the
the conventional
conventional and
and invent new
often lets us go

many areas
and, now,
now, one
one of
of the
the world’s
world's leading capital
areas and,

solutions.
solutions. Solutions
Solutions that
that advance
advanceindustry
industry thinking
thinking and

markets firms.

discussother
otherconundrums
conundrumsor
orfor
for more
more information
information about our capital markets
To discuss
markets practice,
practice,
please
email: jtanenbaum@mofo.com.
jtanenbaum@mofo.com.
please call
call James
JamesR.
R.Tanenbaum
Tanenbaumatat212-468-8163,
212-468-8163, or email:

MORRISON I FOERSTER

