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BANQUE CENTRALE DU LUXEMBOURG

Regulation of the “Banque centrale du Luxembourg” 13/ N°15 of 3 May 2013
implementing the Guideline of the European CentraBank of 20 March 2013 on
additional temporary measures relating to Eurosystm refinancing operations and
eligibility of collateral and amending Guideline E(/2007/9 (recast) (ECB/2013/4)

The “Direction” of the “Banque centrale du Luxembgt)

Having regard to the Treaty on the functioning leé European Union and notably to
article 127(2), first indent;

Having regard to the Statute of the European Systér@entral Banks and of the
European Central Bank and in particular Articlell@nd Article 14.3 in conjunction with
the first indent of Article 3.1 and Article 18.2¢etteof;

Having regard to Article 10Bis of the Constitution;

Having regard to the law of 23 December 1998 canogrthe monetary status and the
“Banque centrale du Luxembourg” (the “Banque cdatjaas amended, in particular
Articles 2 (1), 2 (2) and 34 (1);

Considering that Guideline ECB/2012/18 of 2 Aug@6tl2 on additional temporary
measures relating to Eurosystem refinancing omersitand eligibility of collateral and
amending Guideline ECB/2007/9has been substantially amended. Since further
amendments are to be made, Guideline ECB/2012/d8lcHbe recast in the interest of
clarity.
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Considering that, pursuant to Article 18.1 of thmt&e of the European System of
Central Banks and of the European Central BankEtrepean Central Bank (ECB) and
the national central banks of Member States whasesiocy is the euro (hereinafter the
‘NCBs’) may conduct credit operations with creditsiitutions and other market

participants, with lending being based on adequatkteral. The general conditions

under which the ECB and the NCBs stand ready terento credit operations, including

the criteria determining the eligibility of collatd for the purposes of Eurosystem credit
operations, are laid down in Annex | to Guidelif@B#2011/14 of 20 September 2011 on
monetary policy instruments and procedures of th®&/sterh

Considering that on 8 December 2011 and 20 Jun2 2@1Governing Council decided
on additional enhanced credit support measuresgpast bank lending and liquidity in
the euro area money market, including measuresuseh Decision ECB/2011/25 of 14
December 2011 on additional temporary measuresingléo Eurosystem refinancing
operations and eligibility of collateral

Considering that Decision ECB/2012/4 of 21 Marchl120amending Decision
ECB/2011/25 on additional temporary measures rglato Eurosystem refinancing
operations and eligibility of collatefaprovided that NCBs should not be obliged to
accept as collateral in Eurosystem credit operataligible bank bonds guaranteed by a
Member State under a European Union/Internationahétary Fund programme or by a
Member State whose credit assessment does not gevithlthe Eurosystem benchmark
for establishing its minimum requirement for higledit standards.

Considering that Decision ECB/2012/12 of 3 July2@inending Decision ECB/2011/25
on additional temporary measures relating to Ewtesy refinancing operations and
eligibility of collateraP also reviewed the exception from the close linkshjbition set
out in Section 6.2.3.2 of Annex | to Guideline EC811/14 with respect to government-
guaranteed bank bonds own used as collateral byteqarties.

Considering that counterparties participating irrdsystem credit operations should be
allowed to increase the levels of own use of govemt-guaranteed bank bonds that they
had on 3 July 2012 subject to the ex-ante approivéhe ECB Governing Council in
exceptional circumstances. The requests submittédtetECB Governing Council for ex-
ante approval need to be accompanied by a fundarg p

Considering that on 2 August 2012, Decision ECB12P3 was replaced by Guideline
ECB/2012/18, which was implemented by the NCBshigirt contractual or regulatory
arrangements.

Considering that Guideline ECB/2012/18 was amermaetl0 October 2012 by Guideline
ECB/2012/23°% which temporarily widened the criteria determinithe eligibility of

assets to be used as collateral in Eurosystem argneblicy operations, accepting
marketable debt instruments denominated in pouneding, yen or US dollars as
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eligible assets for monetary policy operations. Wdbn markdowns reflecting the
historical volatility of the relevant exchange satgere applied to such marketable debt
instruments.

Considering that Guideline ECB/2013/2 of 23 Janu2G13 amending Guideline
ECB/2012/18 on additional temporary measures rglato Eurosystem refinancing
operations and eligibility of collatefabpecifies the procedure applicable to the early
repayment of longer-term refinancing operationshynterparties in order to ensure that
the same conditions are applied by all NCBs. Itipalar, the sanctions regime set out in
Appendix 6 to Annex | to Guideline ECB/2011/14 applwhere a counterparty that has
opted for early repayment fails, in full or in paid settle the amount to be repaid to the
relevant NCB by the due date.

Considering that Guideline ECB/2012/18 has beethéuramended to incorporate the
content of Decision ECB/2012/34 of 19 December 26f@2temporary changes to the
rules relating to the eligibility of foreign currey denominated collatefaind to ensure
that NCBs are not obliged to accept as collatenaElirosystem credit operations eligible
uncovered bank bonds which are: (a) issued by tumterparties using them or by
entities closely linked to the counterparty; andl fldly guaranteed by a Member State
whose credit assessment does not meet the Eunosystigh credit standards and which
the Governing Council considers as complying witlE@opean Union/International
Monetary Fund programme.

Considering that, in the interest of clarity anthglicity, Guideline ECB/2013/4 has
included the content of Decisions ECB/2011/4 of&rch 2011 on temporary measures
relating to the eligibility of marketable debt inghents issued or guaranteed by the Irish
Government, ECB/2011/10 of 7 July 2011 on temporary measugdsting to the
eligibility of marketable debt instruments issued guaranteed by the Portuguese
Government' and ECB/2012/32 of 19 December 2012 on temporagsures relating to
the eligibility of marketable debt instruments isdwr fully guaranteed by the Hellenic
Republic¢? together with all other temporary measures rejatinEurosystem refinancing
operations and eligibility of collateral.

Considering that the additional measures set o@uideline ECB/2013/4 should apply
temporarily, until the ECB Governing Council coresisl that they are no longer
necessary to ensure an appropriate monetary pgodiogmission mechanism.

Considering that the implementation of GuidelineBEZD13/4 by the Banque centrale
implies that the Regulations of the BCL 2012/ N° »2 12 September 2012
implementing the Guideline of the European CenBahk of 2 August 2012 on
additional temporary measures relating to Eurosystefinancing operations and
eligibility of collateral (ECB/2012/18), the Regtitan 2012/ N°13 of 9 November 2012
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implementing the Guideline of the European Centank of 10 October 2012
(ECB/2012/23) and the Regulation 2013/ N° 14 of ‘ardh 2013 implementing
Guideline ECB/2013/2 of 23 January 2013 (ECB/2018Hall be repealed and replaced
by the following text.

Art. 1. Additional measures relating to refinancingoperations and eligible collateral

1. The rules for the conduct of Eurosystem monegpaticy operations and the eligibility
criteria for collateral laid down in this Regulatichall apply in conjunction with the
General Terms and Conditions of the operationshefBanque centrale (the “General
Terms and Conditions”).

2. In the event of any discrepancy between thisuR¢ign and the General Terms and
Conditions, this Regulation shall prevail. The psmns of the General Terms and
Conditions shall be unaltered unless otherwiseigea/for in this Regulation.

3. For the purposes of Article 5(1) and Articlelrgland, the Hellenic Republic and the
Portuguese Republic shall be considered euro aremldr States compliant with a
European Union/International Monetary Fund progranm

Article 2 Option to reduce the amount of, or termirate, longer-term refinancing
operations

1. The Eurosystem may decide that, under certamlitons, counterparties may reduce
the amount of, or terminate, certain longer-terfimagcing operations before maturity
(such reduction of the amount or termination hexé@r also collectively referred to as
‘early repayment’). The tender announcement shpatisy whether the option to reduce
the amount of, or terminate, the operations in timedefore maturity applies, as well as
the date from when such option may be exerciset. ifformation may alternatively be

provided in another format deemed appropriate bygihrosystem.

2. A counterparty may exercise the option to redheesamount of, or terminate, longer-

term refinancing operations before maturity by fyatg the relevant NCB of the amount

it intends to repay under the early repayment mhoee as well as of the date on which it
intends to make such early repayment, at least ek in advance of that early

repayment date. Unless otherwise specified by tivedystem, an early repayment may
be effected on any day that coincides with thelesatint day of a Eurosystem main

refinancing operation, provided that the countegparakes the notification referred to in

this paragraph at least one week in advance ofititat

3. The notification referred to in paragraph 2 kbacome binding on the counterparty
one week before the early repayment date it referdrailure by the counterparty to

settle, in full or in part, the amount due undex darly repayment procedure by the due
date may result in the imposition of a financiahgky as set out in Section 5.7.1 of



Annex 8 of the General Terms and Conditions. Thwipions of Section 5.7.1 of Annex

8 which apply to infringements of rules related¢ader operations shall apply where a
counterparty fails to settle, in full or in pathetamount due on the early repayment date
referred to in paragraph 2. The imposition of aaficial penalty shall be without
prejudice to the Banque centrale’s right to exerdise remedies provided for on the
occurrence of an event of default as set out irGeeeral Terms and Conditions.

Article 3 Admission of certain additional asset-baked securities

1. In addition to asset-backed securities (ABS)ilele under Chapter 4 of Annex 8 of the
General Terms and Conditidiis ABS which do not fulfil the credit assessment
requirements under Section 4.5.2 of Annex 8 ofGleaeral Terms and Conditidfidut
which otherwise comply with all eligibility criteai applicable to ABS pursuant to the
General Terms and Conditidisshall be eligible as collateral for Eurosystemmetary
policy operations, provided that they have twonmgsi of at least triple B, at issuance
and at any time subsequently. They shall alsofgatlikthe following requirements:

(@) the cash-flow generating assets backing the ABSI belong to one of the
following asset classes: (i) residential mortgag@sloans to small and medium-
sized enterprises (SMEs); (iii) commercial morgmgiv) auto loans; (v) leasing;
(vi) consumer finance;

(b) there shall be no mix of different asset clasedhe cash- flow generating assets;

(c) the cash-flow generating assets backing the a8l not contain loans which are
any of the following:

(@ non-performing at the time of issuance of A&S;

(i) non-performing when incorporated in the AB&ithg the life of the ABS,
for example by means of a substitution or reptea of the cash-flow
generating assets;

(i)  at any time, structured, syndicated or leaged,;

(d) the ABS transaction documents shall contaixisieig continuity provisions.

2. ABS referred to in paragraph 1 that have twingat of at least single A shall be
subject to a valuation haircut of 16 %.

'3 Chapter 6 of Annex | to Guideline ECB/201 1/14.
4 Section 6.3.2 of Annex | to Guideline ECB/2011/14.
' Guideline ECB/2011/14.

'“ A ‘triple B’ rating is a rating of at least ‘Baa3’ from Moody’s, ‘BBB-’ from Fitch or Standard & Poor’s, or a rating of
‘BBB’ from DBRS.

iy ‘single A’ rating is a rating of at least ‘A3’ from Moody’s, ‘A-’ from Fitch or Standard & Poor’s, or a rating of ‘AL’
from DBRS.



3. ABS referred to in paragraph 1 that do not haweeratings of at least single A shall be
subject to the following valuation haircuts: (a) 8Backed by commercial mortgages
shall be subject to a valuation haircut of 32 % év) all other ABS shall be subject to a
valuation haircut of 26 %.

4. A counterparty may not submit ABS that are bligjipursuant to paragraph 1 as
collateral if the counterparty, or any third pawith which it has close links, acts as an
interest rate hedge provider in relation to the ABS

5. The Banque centrale may accept as collateralEiarosystem monetary policy
operations ABS whose underlying assets includeleesial mortgages or loans to SMEs
or both and which do not fulfil the credit assesstmequirements under Section 4.5.2 of
Annex 8 of the General Terms and ConditiSnsnd the requirements referred to in
paragraph 1(a) to (d) and paragraph 4 above buthwbtherwise comply with all
eligibility criteria applicable to ABS pursuant tiee General Terms and Conditibhand
have two ratings of at least triple B. Such ABSlIsha limited to those issued before 20
June 2012 and shall be subject to a valuation iianfc32 %.

6. For the purposes of this Article:

(1) ‘residential mortgage’, besides residentiall restate mortgage-backed loans, shall
include guaranteed residential real estate loarnithd@ut a real estate mortgage) if the
guarantee is payable promptly on default. Suchaniae may be provided in different
contractual formats, including contracts of insweanprovided they are granted by a
public sector entity or a financial institution $edt to public supervision. The credit
assessment of the guarantor for the purposes bfguarantees must comply with credit
quality step 3 in the Eurosystem’s harmonised gagitale over the life of the transaction;

(2) ‘small enterprise’ and ‘medium-sized entergrisgans an entity engaged in an
economic activity, irrespective of its legal formhere the reported sales for the entity or
if the entity is a part of a consolidated group,tfee consolidated group is less than EUR
50 million;

(3) ‘non-performing loan’ shall include loans wheyayment of interest or principal is
past due by 90 or more days and the obligor isfaut, as defined in point 44 of Annex
VII to Directive 2006/48/EC of the European Parlarhand of the Council of 14 June
2006 relating to the taking up and pursuit of theibess of credit institutioffs or when
there are good reasons to doubt that payment eithade in full;

(4) ‘structured loan’ means a structure involvindpardinated credit claims;

(5) ‘'syndicated loan’ means a loan provided byaugrof lenders in a lending syndicate;
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(6) ‘leveraged loan’ means a loan provided to amamy that already has a considerable
degree of indebtedness, such as buy-out or takefimaacing, where the loan is used for
the acquisition of the equity of a company whichlso the obligor of the loan;

(7) ‘servicing continuity provisions’ means prowss in the legal documentation of an

ABS that ensure that a default by the servicer dm¢dead to a termination of servicing

and include triggers for the appointment of a bapgkservicer and a high-level action

plan outlining the operational steps to be takeream back-up servicer is appointed and
how the administration of the loans will be tramefd.

Article 4 Admission of certain additional credit claims

1. NCBs may accept as collateral for Eurosystem atag policy operations credit
claims that do not satisfy the Eurosystem eligipidriteria.

2. NCBs that decide to accept credit claims in etaoce with paragraph 1 shall establish
eligibility criteria and risk control measures ftiris purpose by specifying deviations
from the requirements of Annex | to Guideline ECBI2/14. Such eligibility criteria and
risk control measures shall include the criterioat the credit claims are governed by the
laws of the Member State of the NCB establishiregehgibility criteria and risk control
measures. The eligibility criteria and risk contmoleasures shall be subject to the
Governing Council’s prior approval.

3. In exceptional circumstances NCBs may, subjecthe Governing Council’s prior
approval, accept credit claims: (a) in applicatdrihe eligibility criteria and risk control
measures established by another NCB pursuant &gzgohs 1 and 2; or (b) governed by
the law of any Member State other than the MembateSn which the accepting NCB is
established.

4. Another NCB shall only provide assistance toN&B accepting credit claims pursuant
to paragraph 1 if bilaterally agreed between bo@BN and subject to prior approval by
the Governing Council.

Article 5 Acceptance of certain government-guaranted bank bonds

1. The Banque centrale shall not be obliged totcae collateral for Eurosystem credit
operations eligible uncovered bank bonds which: d@a)not fulfil the Eurosystem’s
requirement of high credit standards; (b) are iddmethe counterparty using them or by
entities closely linked to the counterparty; anjl dce fully guaranteed by a Member
State: (i) whose credit assessment does not cowiiiythe Eurosystem’s requirement of
high credit standards for issuers and guarantorsiarketable assets as laid down in
Sections 4.5.1 and 4.5.2 of Annex 8 of the Gen&eains and ConditioR§ and (i)
which is compliant with a European Union/InternatibMonetary Fund programme, as
assessed by the ECB Governing Council.

2 Section 6.3.1 and 6.3.2 of Annex | to Guideline ECB/2011/14.



2. The Banque centrale shall inform the Governirmgir@€il whenever it decides not to
accept the securities described in paragraph blkderal.

3. Counterparties may not submit as collateraEi@rosystem monetary policy operations
uncovered bank bonds issued by themselves or issyedosely linked entities and
guaranteed by a European Economic Area public sectiity with the right to impose
taxes in excess of the nominal value of these bafréady submitted as collateral on 3
July 2012.

4. In exceptional cases, the ECB Governing Coumcdy decide on temporary
derogations from the requirement laid down in peapg 3 for a maximum of three
years. A request for a derogation shall be accoregdy a funding plan that indicates
how the own use of uncovered government-guaranbemi bonds by the requesting
counterparty will be phased out by no later tharédtyears following the approval of the
derogation. Any derogation already granted sinc#uly 2012 shall continue to apply
until it is due for review.

Article 6 Admission of certain assets denominatedni pounds sterling, yen or US
dollars as eligible collateral

1. Marketable debt instruments as described ini@Gedt1.1 of Annex 8 of the General
Terms and ConditioA§ if denominated in pounds sterling, yen or US atsll shall
constitute eligible collateral for Eurosystem mamgtpolicy operations, provided that:
(a) they are issued and held/settled in the eura;db) the issuer is established in the
European Economic Area; and (c) they fulfil all etheligibility criteria included in
Section 6.2.1 of Annex | to Guideline ECB/2011/14.

2. The Eurosystem shall apply the following valoatmarkdowns to such marketable
debt instruments: (a) a markdown of 16 % on asset®minated in pounds sterling or
US dollars; and (b) a markdown of 26 % on assatemiénated in yen.

3. Marketable debt instruments described in papgia which have coupons linked to a
single money market rate in their currency of deimation, or to an inflation index
containing no discrete range, range accrual, ratmhsimilar complex structures for the
respective country, shall also constitute eligitdateral for the purposes of Eurosystem
monetary policy operations.

4. The ECB may publish a list of other acceptaldadnmark foreign currency interest
rates, in addition to those referred to in paralgr@pon its website at www.ecb.europa.eu,
following approval by the Governing Council.

5. Only Articles 1, 3, 5, 6 and 8 of this Regulatishall apply to foreign currency
denominated marketable assets.

2 Section 6.2.1 of Annex | to Guideline ECB/2011/14.



Article 7 Suspension of the requirements for creditquality thresholds for certain
marketable instruments

1. The Eurosystem’s minimum requirements for crqddlity thresholds, as specified in
the Eurosystem credit assessment framework rutesdoketable assets in Section 5.3.2
of Annex 8 of the General Terms and Conditfdshall be suspended in accordance with
paragraph 2.

2. The Eurosystem’s credit quality threshold shadit apply to marketable debt
instruments issued or fully guaranteed by the eémgovernments of euro area Member
States under a European Union/International Mogetarnd programme, unless the
Governing Council decides that the respective Men3iate does not comply with the
conditionality of the financial support and/or tmacroeconomic programme.

3. Marketable debt instruments issued or fully gntged by the central government of
the Hellenic Republic shall be subject to the dpebiaircuts set out in Annex | to this
Regulation.

Article 8 Taking effect, implementation and applicdion

1. This Regulation shall take effect on 3 May 2ah8,day of its publication.
2. Article 5 shall apply until 28 February 2015.

Article 9 Repeal

1. The Regulation of the Banque centrale 2012/ IR° of 12 September 2012
implementing the Guideline of the European CenBahk of 2 August 2012 on
additional temporary measures relating to Eurosystefinancing operations and
eligibility of collateral (ECB/2012/18), the Regtitan 2012/ N°13 of 9 November 2012
implementing the Guideline of the European Centank of 10 October 2012
(ECB/2012/23) and the Regulation 2013/ N° 14 of ‘ardh 2013 implementing
Guideline ECB/2013/2 of 23 January 2013 (ECB/20L3Hall be repealed from 3 May
2013.

Art. 10. Publication

This Regulation shall be published in the Mémaaiadl on the Banque centrale’s website
(www.bcl.lu).

BANQUE CENTRALE DU LUXEMBOURG
La Direction
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ANNEX |
Haircut schedule applying to marketable debt imsémts issued or fully guaranteed by
the Hellenic Republic

Maturity bucket Haircuts for fixed Haircuts for zero
coupons and floaters coupon
0-1 15,0 15,0
1-3 33,0 35,5
3-5 45,0 48,5
Greek government 5-7 54,0 58,5
bonds (GGBs) 7-10 56,0 62,0
> 10 57,0 71,0
Maturity bucket Haircuts for fixed Haircuts for zero
coupons and floaters coupon
Government- 0-1 23,0 23,0
guaranteed bank 1-3 42,5 45,0
bonds (GGBBs) and 3-5 55,5 59,0
government- 5-7 64,5 69,5
guaranteed non- 7-10 67,0 72,5
financial corporate > 10 67,5 81,0
bonds
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