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APPENDIX 8: SECURITISATION

Securitisation is in essence the issuance of bonds backed by assets, or asset-backed
securities (ABS). The basic purpose of securitisation is to provide capital in the
short-term from the issuance of bonds based on long-term investments.

Structure

The Bank for International Settlements describes the most basic form of
securitisation as “the pooling of a group of homogenous loans, the sale of these
assets to a special purpose company or trust [SPV], and the issue by that entity of
marketable securities against the pooled assets.””” This structure is shown in the
following diagram:
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Process:
e Originator’* sells asset pool to Special Purpose Vehicle (SPV).
e SPV funds purchase by issuing bonds.

e Issuer charges its interest in these assets as security for its obligations
under the bonds.

e Originator acts as collection agent for the issuer.

Regulation:

Under Basel I banking rules securitisation received very favourable treatment, with
minimal regulation. Basel II has implemented improved regulatory measures,
although securitised assets can still be regarding as receiving inadequate regulatory
treatment.

53 BIS, Asset Transfers and Securitisation (September 1992), http://www.bis.org/publ/bcbs10a.htm.

54 An originator can be any entity that owns assets (e.g. a bank selling on its mortgage portfolio).



APPENDIX 9: LEVEL 3 COMMITTEES

Committee | Role Structure
Committee Advise the Commission in Members: Each Member State of the European Union designates a senior representative
of European | particular as regards the from the national competent supervisory authority in the banking field to participate in the
Banking preparation of draft meetings of the Committee (the voting member), and a senior representative of the
Supervisors implementing measures in the | national central bank when the national central bank is not the competent authority (the
(CEBS) field of banking activities. non-voting member).
London Contribute to the consistent Observers: Countries of the European Economic Area, which are not members of the
implementation of European Union, designate senior representatives to participate in the meetings as
Community Directives and to | observers.
the Co,rlvergenF € of Member Bureau: Prepares and discusses matters of strategic importance. It gives advice and assists
States’ supervisory practices . . . . .
. the Chair and the Committee in budgetary and administration matters.
throughout the Community.
) Consultative Panel: CEBS has established a Consultative Panel of representatives of
Enhance supervisory co- . .o .
. . : market participants and end-users to assist in the performance of CEBS functions and to
operation, including the . . .
wchan f information ensure that the consultation process functions effectively. The Panel acts also as a
exchange o ormation. “Sounding Board” for CEBS in strategic issues.
Committee Improve co-ordination among | Members: Each Member State of the European Union designates a senior representative
of European | securities regulators: from the competent authorities in the securities field to participate in the meetings of the
Securities developing effective Committee.
Regulators operational network

(CESR) Paris

mechanisms to enhance day
to day consistent supervision
and enforcement of the single
market for financial services.

Act as an advisory group to
assist the EU Commission: in
particular in its preparation of

Observers: The competent authorities in the securities field from countries of the
European Economic Area, who are not members of the European Union, designate a
senior representative to participate fully in the meetings without, however, participating in
decision making.

Commiittee: The Committee meets at least four times a year, with expert and operational
working groups of national experts meeting on a regular basis and working at a distance as
necessary. CESR works with the support of a secretariat based in Paris conducted by a
Secretary General.




draft implementing measures
of EU framework directives in
the field of securities.

Work to ensure more
consistent and timely day-to-
day implementation of
community legislation in the
Member States.

Expert Groups: The expert groups work on the basis of a clear mandate either supplied
by the European Commission (commonly referred to as level 2 of the Lamfalussy process),
or by CESR (level 3). Expert groups are chaired by the head of one of the CESR
members. CESR Members send national experts to participate in each expert group.

Operational Groups: The operational groups strengthen the network of regulators in a
given area as agreed in a tailored set of terms of reference. An operational group is chaired
by a senior representative of a CESR member. Much of the work of an operational group
is therefore focused on producing work of a level 3 nature according to the Lamfalussy
process.

Market Participants Consultative Panel: Established to advice CESR on working
priorities and assess developments in the single market in the field of Financial Services.

Committee
of European
Insurance
and
Occupational
Pensions
Supervisors
(CEIOPS)
Frankfurt

Provide advice to the
European Commission on
drafting of implementation
measures for framework
directives and regulations on
insurance and occupational
pensions (“Level 2
activities™).

Issue supervisory standards,
recommendations and
guidelines to enhance
convergent and effective
application of the regulations
and to facilitate cooperation
between national supervisors
(“Level 3 activities™).

The role also involves the
participation of CEIOPS in

Members and Observers: Members may be designated by (a) every national supervisory
authority for insurance companies and/or occupational pension funds institutions of a
Member State, or (b) a Member State, if the national supervisory authority is not
organised as a legal entity, represented by the supervisory authority (or supervisory
authorities insofar as the Member State has two or more separate supervisory bodies) for
insurance and occupational pension funds.

Meeting: CEIOPS’s main body which includes all CEIOPS’s Members and Observers,
responsible for all tasks regarding CEIOPS, (which are not otherwise defined to be within
the competence of the Managing Board).

Managing Board: Responsible for progressing CEIOPS’s business by implementing the
resolutions passed by the Members’ Meetings and fulfilling the administrative tasks of the
Committee.

Secretariat: Assists the Managing Board and the Committees in carrying out their tasks.
Also acts as coordinator in the dialogue with market participants and maintains relations
with the European Commission and other third parties.

Consultative Panel: Composed of a limited number of high level experts committed to
the objectives of the European Union, monitors CEIOPS’s work programme and results.




the work of different
European institutions with
responsibilities for issues
relating to insurance and
occupational pensions, in
particular the Economic and
Financial Committee (EFC)
and the Financial Services
Committee (FSC).

It also acts as a “sounding board” to support CEIOPS’s policy-making process.

Working Groups: Consisting of experts from the national supervisory authorities, and to
which other stakeholders contribute from their expertise and insight to prepare its
statements and documents and carry out the technical work of the Association.

Review Panel: Mandated to help monitoring the implementation of supervisory
provisions set out in Community Legislation and in CEIOPS’s measures, as well as to
monitor convergence in supervisory practices.
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APPENDIX 10: ARTICLE 105 OF THE EC TREATY

Article 105

The primary objective of the ESCB shall be to maintain price stability. Without
prejudice to the objective of price stability, the ESCB shall support the general
economic policies in the Community with a view to contributing to the
achievement of the objectives of the Community as laid down in Article 2. The
ESCB shall act in accordance with the principle of an open market economy with
free competition, favouring an efficient allocation of resources, and in compliance
with the principles set out in Article 3a.

The basic tasks to be carried out through the ESCB shall be:
e to define and implement the monetary policy of the Community;

e to conduct foreign exchange operations consistent with the provisions of
Article 109;

e to hold and manage the official foreign reserves of the Member States;

e to promote the smooth operation of payment systems.

The third indent of paragraph 2 shall be without prejudice to the holding and management
by the governments of Member States of foreign exchange working balances.

The ECB shall be consulted:
e on any proposed Community act in its fields of competence;

e by national authorities regarding any draft legislative provision in its fields
of competence, but within the limits and under the conditions set out by
the Council in accordance with the procedure laid down in Article
106(6).

The ECB may submit opinions to the appropriate Community institutions or
bodies or to national authorities on matters within its fields of competence.

The ESCB shall contribute to the smooth conduct of policies pursued by the
competent authorities relating to the prudential supervision of credit institutions
and the stability of the financial system.

The Council may, acting unanimously on a proposal from the Commission and
after consulting the ECB and after receiving the assent of the European
Parliament, confer upon the ECB specific tasks concerning policies relating to the
prudential supervision of credit institutions and other financial institutions with
the exception of insurance undertakings.

Article 105a

The ECB shall have the exclusive right to authorize the issue of bank notes within
the Community. The ECB and the national central banks may issue such notes.
The bank notes issued by the ECB and the national central banks shall be the only
such notes to have the status of legal tender within the Community.

Member States may issue coins subject to approval by the ECB of the volume of
the issue. The Council may, acting in accordance with the procedure referred to in
Article 189c¢ and after consulting the ECB, adopt measures to harmonize the
denominations and technical specifications of all coins intended for circulation to
the extent necessary to permit their smooth circulation within the Community.



THE FUTURE OF EU FINANCIAL REGULATION AND SUPERVISION 81

APPENDIX 11: STATE AID SCOREBOARD

Cases of State aid for the financial sector—situation as of 17 March

Decisions adopted by the Commission in 2008/2009

Member Type of Type of Date of
State measure/beneficiary Decision adoption
1 Austria Aid scheme for the Austrian | Decision not to | 09 December
financial sector (guarantees, | raise objections | 2008
recapitalisation & other)

2 Belgium/ Guarantee on liabilities of Decision not to | 19 November
France/ Dexia raise objections | 2008
Luxembourg

3 Belgium/ Guarantee in favour of Dexia | Decision not to | 13 March
France/ on certain assets in FSA raise objections | 2009
Luxembourg

4 Belgium/ Measures in favour of Fortis | Decision not to | 19 November
Luxembourg/ raise objections | 2008
Netherlands

5 Belgium/ Restructuring aid to Fortis Decision not to | 03 December
Luxembourg/ | Bank and Fortis Bank raise objections | 2008
Netherlands | Luxembourg

6 Belgium Recapitalisation measure in | Decision not to | 18 December

favour of KBC raise objections | 2008
7 Belgium Capital injection for Ethias | Decision not to | 12 February
group raise objections | 2009

8 Denmark Rescue aid to Roskilde Bank | Decision not to | 31 July 2008

raise objections)

9 Denmark Liquidation aid Roskilde Bank | Decision not to | 5 November

raise objections | 2008
10 | Denmark Guarantee scheme for banks | Decision not to | 10 October
in Denmark raise objections | 2008
11 | Denmark Recapitalisation scheme and | Decision not to | 3 February
amendment of the guarantee | raise objectives | 2009
scheme
12 | Finland Finnish guarantee scheme Decision not to | 14 November
raise objections | 2008

13 | Finland Guarantee for Kaupthing Decision not to | 21 January
Bank Finland raise objections | 2008

14 | France Financial support measures | Decision not to | 30 October
to the banking industry in raise objections | 2008
France
(Refinancing)

15 | France Financial support measures | Decision not to | 08 December
to the banking industry in raise objections | 2008
France (Recapitalisation) 28 January
Amendment to the Decision 2009
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16 | Germany Restructuring aid to Sachsen | Conditional 4 June 2008
LB decision (after

formal
investigation
procedure
17 | Germany Restructuring aid to IKB Conditional 21 October
decision (after 2008
formal
investigation
procedure)

18 | Germany Rescue aid to Hypo Real Decision not to | 2 October
Estate Holding raise objections | 2008

19 | Germany Aid scheme for financial Decision not to | 27 October
institutions in Germany raise objections | 2008
(guarantees, recapitalisations 12 December
& other) Amendment to the 2008
Decision

20 | Germany Guarantee and Decision not to | 18 December
recapitalisation for Bayern LB | raise objections | 2008

21 | Germany Guarantee for NordLB Decision not to | 22 December

raise objections | 2008
22 | Germany Guarantee for IKB Decision not to | 22 December
raise objections | 2008

23 | Germany Guarantee for SAB— Decision not to | 22 January
Sicherungseinrichtungsgesells | raise objections | 2009
chaft deutscher Banken mbH

24 | Greece Aid scheme to the banking Decision not to | 19 November
industry in Greece (guarantees, | raise objections | 2008
recapitalisation & other)

25 | Hungary Support package for Decision not to | 12 February
Hungarian financial raise objections | 2009
institutions in form of
recapitalisation and
guarantee scheme

26 | Ireland Guarantee scheme for banks | Decision not to | 13 October
in Ireland raise objections | 2008

27 | Ireland Recapitalisation of Anglo Decision not to | 14 January
Irish Bank raise objections | 2009

28 | Italy Guarantee scheme for Decision not to | 14 November
Italian banks raise objections | 2008

29 | Italy Recapitalisation scheme Decision not to | 23 December
Amendment to the Decision | raise objections | 2008

20 February
2009

30 | Latvia Public support measures to | Decision not to | 24 November

Parex Banka raise objections | 2008
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31 | Latvia Guarantee scheme for banks | Decision not to | 22 December
raise objections | 2008
32 | Netherlands | Guarantee scheme for Decision not to | 30 October
Dutch financial institutions | raise objections | 2008
33 | Netherlands | Measure in favour of ING Decision not to | 13 November
raise objections | 2008
34 | Netherlands | Measure in favour of Aegon | Decision not to | 27
raise objections | November
2008
35 | Netherlands | SNS Reaal/New capital Decision not to | 10 December
injection by Dutch raise objections | 2008
authorities
36 | Portugal Guarantee scheme for credit | Decision not to | 29 October
institutions in Portugal raise objections | 2008
37 | Portugal State guarantee for Banco Decision not to | 13 March
Privado Portugués raise objections | 2009
38 | Slovenia Guarantee scheme for credit | Decision not to | 12 December
institutions in Slovenia raise objections | 2008
39 | Spain Fund for the Acquisition of | Decision not to | 4 November
Financial Assets in Spain raise objections | 2008
40 | Spain Spanish guarantee scheme Decision not to | 22 December
for credit institutions raise objections | 2008
41 | Sweden Support measures for the Decision not to | 29 October
banking industry in Sweden | raise objections | 2008
Amendment to the decision 28 January
2009
42 | Sweden Emergency rescue measures | Decision notto | 15
regarding Carnegie raise objections | December
Investment Bank 2008
43 | Sweden Swedish recapitalisation Decision not to | 11 February
scheme raise objections | 2009
44 | United Rescue aid to Bradford and | Decision not to | 1st October
Kingdom Bingley raise objections | 2008
45 | United Aid scheme to the banking Decision not to | 13 October
Kingdom industry in the UK raise objections | 2008
(guarantees, recapitalisation 22 December
& other) 2008

Amendment to the Decision

Source: www. ec.europa. eu/competition/state-aid/register. htm
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APPENDIX 12: REPORTS

Recent reports from the Select Committee

Procedural rights in EU criminal proceedings-an update (9th Report
session 2008-2009, HL. Paper 84)

Priorities of the European Union: evidence from the Ambassador of the Czech
Republic and the Minister for Europe (8th Report session 2008-2009, HL. Paper 76)

The United Kingdom opt-in: problems with amendment and codification
(7th Report session 2008-2009, HL. Paper 55)

Civil Protection and Crisis Management in the European Union (6th Report
session 2008-2009, HL. Paper 43)

Mobile Phone Charges in the EU: Follow-up Report (5th Report session 2008—2009,
HL Paper 42)

Reports prepared by Sub-Committee A

Session 2008-2009

EU Legislative Initiatives in response to the Financial Turmoil (1st Report,
HL Paper 3)

Session 2007-2008

Developments in EU Trade Policy (35th Report, HL. Paper 200)
The Future of EU Regional Policy (19th Report, HL. Paper 141)
The 2009 EC Budget (18th Report, HL. Paper 140)

The euro (13th Report, HL. Paper 90)

Solvency II (6th Report, HL. Paper 42)





