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SFTR and reuse of collateral.

On 12 January 2016, EU Regulation 2015/2365 on transparency of securities
financing transactions and of reuse (‘SFTR’) came into force, as mentioned in
our previous alert.

The above regulation directly impacts the investment funds governed by
Directive 2009/65/EC (“UCITS”) and the managers of investment funds
governed by Directive 2011/61/EU (“AIFM”).

Article 15 of SFTR regarding the transparency of reuse of financial
instruments received as collateral came into force on 13 July 2016. It applies
to (i) existing collateral arrangements and (ii) new arrangements entered into
after that date with respect to the above-mentioned entities.

From a practical standpoint, UCITS and AIFMs receiving collateral and willing
to reuse it will have to ensure that the following conditions are satisfied before
the right of reuse is exercised:

e Risk warning: their counterparty must be informed in writing of the
risks and consequence of either granting a right of use of the
collateral under a securities collateral arrangement (‘SCA’)*, or
concluding a title transfer collateral agreement (‘TTCA’)**;

e Consent: the counterparty providing the collateral must grant its prior
express consent, as evidenced by signature, in writing, or legally
equivalent manner, to the terms which provide the right of use in the
case of an SCA, or expressly agree to provide collateral by way of a
TTCA,; and,

e Compliance: the reuse shall be undertaken in accordance with the
terms of the collateral arrangement and the financial instruments
received shall be transferred from the account of the providing
counterparty.

The above conditions apply to any title transfer or security interest collateral
arrangement involving financial instruments (including repos, stock loans,
ISDAs with CSAs/CSDs, repackaging, prime brokerage arrangements,
secured financing where security documents provide for a right of reuse).

When UCITS and AIFMs provide collateral to counterparties willing to reune
it, the above conditions will apply the other way round.

SFTR and reuse of collateral


http://www.linklaters.com/pdfs/mkt/luxembourg/uk_securities_financing_transactions_regulation_shadow_banking_in_the_spotlight.pdf

Linklaters

For more information, please read our brochure on SFTR or alternatively | Contacts
contact a member of your Linklaters team who will be delighted to provide you

with any further clarification on these new changes. For further information
please contact:

* In accordance with Article 5 of Directive 2002/97/EC.
Emmanuel-Frédéric Henrion

** "Title Transfer Collateral Arrangement” means a title transfer financial = Partner
collateral arrangement as defined in point (b) of Article 2(1) of Directive
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2002/47/EC concluded between counterparties to secure any obligation.
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This publication is intended merely to highlight issues and not to be comprehensive, nor to provide legal advice. Should
you have any questions on issues reported here or on other areas of law, please contact one of your regular contacts, or
contact the editors.

© Linklaters LLP. All Rights reserved 2016
Linklaters LLP is a limited liability partnership registered in England and Wales with registered number OC326345. Itis a

law firm authorised and regulated by the Solicitors Regulation Authority. The term partner in relation to Linklaters LLP is

used to refer to a member of Linklaters LLP or an employee or consultant of Linklaters LLP or any of its affiliated firms or 35 Avenue John F. Kennedy
entities with equivalent standing and qualifications. A list of the names of the members of Linklaters LLP and of the non- P.O. Box 1107

members who are designated as partners and their professional qualifications is open to inspection at its registered office,

One Silk Street, London EC2Y 8HQ, England or on www.linklaters.com. L-1011 Luxembourg

Please refer to www.linklaters.com/regulation for important information on Linklaters LLP’s regulatory position.

We currently hold your contact details, which we use to send you newsletters such as this and for other marketing and Telephone (+352) 26 08 1
business communications. Facsimile (+352) 26 08 88 88

We use your contact details for our own internal purposes only. This information is available to our offices worldwide and to
those of our associated firms.

If any of your details are incorrect or have recently changed, or if you no longer wish to receive this newsletter or other Linklaters.com

marketing communications, please let us know by emailing us at marketing.database@linklaters.com.

SFTR and reuse of collateral 2


http://www.linklaters.com/pdfs/mkt/luxembourg/uk_securities_financing_transactions_regulation_shadow_banking_in_the_spotlight.pdf

