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I. FRAMEWORK

In Greece, the primary legal basis for Covered Bond issuance is article 91 of Law 3601/2007 “On the Un-
dertaking and Exercise of Activities by Credit Institutions, Sufficiency of Own Funds of Credit Institutions
and Investment Services Undertakings and Other Provisions”, which entered into force on 1 August 2007
(the “Primary Legislation” as in force from time to time). The Primary Legislation supersedes general
provisions of law contained in the Civil Code, the Code of Civil Procedure and the Bankruptcy Code. By
way of implementation of the Primary Legislation and pursuant to an authorization provided by the lat-
ter, the Governor of the Bank of Greece has issued Act nr. 2598/2.11.2007, which was replaced by the
Bank of Greece Act nr. 2620/28.8.2009 (the “Secondary Legislation”). Finally the legislative framework
in Greece is supplemented by Law 3156/2003 “On Bond Loans, Securitization of Claims and of Claims
from Real Estate” (the “"Bond Loan and Securitization Law”), to the extent that the Primary Legislation
cross-refers to it.

II. DIRECT AND INDIRECT ISSUANCE OF COVERED BONDS

The Greek legislative framework permits the issuance of Covered Bonds in two ways, either directly by
a credit institution, or indirectly by a subsidiary of a credit institution. In the direct issuance structure
the Covered Bonds are issued by a credit institution and the segregation of the cover pool is achieved
through a statutory pledge over the cover pool assets.

By virtue of law 3716/2009, a new article 13 was introduced into the Primary Legislation a variation to
the direct issuance. Under this structure the covered bonds are issued by the credit institution and are
guaranteed by a special purpose entity (SPE), which acquires the cover pool. This new structure has
not yet been used by any issuer.

In the indirect issuance structure the Covered Bonds are issued by a special purpose entity being a
subsidiary of a credit institution, which purchases the cover assets from the credit institution by virtue
of the provisions of the Bond Loan and Securitization Law, and are guaranteed by the credit institution.

The reason for introducing the indirect issuance structure was that historically most Greek banks had
issued a significant amount of notes under medium term note (MTN) programmes containing negative
pledge covenants, which did not allow the creation of security over the cover pool, as is necessary for the
direct issuance of Covered Bonds. However all Greek banks having MTN programmes have now amended
the terms of such programmes to carve out the security provided to holders of Covered Bonds from the
scope of the negative pledge covenants, and therefore the need for the indirect issuance of covered bonds
has been removed. In fact the only indirect issuance of covered bonds has now been fully redeemed
and it is to be expected that the regulator will not approve any future indirect issue of covered bonds.

ITI1. PREREQUISITES FOR THE ISSUANCE OF COVERED BONDS

According to the Primary Legislation, Covered Bonds may be issued by credit institutions having Greece
as home member state. However, in case of issuance of Covered Bonds by a credit institution having
as home state another member state of the European Economic Area (EEA) and provided that they are
characterized as covered bonds in accordance with the law of such member state, the provisions of the
Primary Legislation on the creation of a statutory pledge will apply in relation to claims governed by




Greek law, as well as the tax exemptions which apply to Greek bonds. Therefore foreign banks estab-
lished within the EEA having a significant loan portfolio in Greece may use the loans of such portfolio
as part of the cover pool.

The Secondary Legislation sets additional prerequisites for the issuance of Covered Bonds. Specifically
the credit institutions issuing Covered Bonds:

(@) must have certain minimum risk management and internal control requirements including suit-
able policies and procedures for the issuance of Covered Bonds, organizational requirements, IT
infrastructure and a policy for the reduction and management of risks deriving from the issuance
of Covered Bonds, such as interest rate risk, counterparty risk, operational risk, FX risk and li-
quidity risk; and

(b) must have aggregate regulatory capital of at least 500 million Euros and a capital adequacy ratio
of at least 9%.

IV. COVER ASSETS

Cover assets are primarily residential mortgage loans, loans secured by a mortgage on commercial proper-
ties, loans secured by a mortgage on ships and loans to or guaranteed by state entities. Residential and
commercial mortgage loans may only be included in the cover pool if the property subject to the mort-
gage is situated in Greece and hence is governed by Greek law. The loans may be secured by mortgage
prenotations instead of full mortgages (as is the practice for cost reasons in Greece) provided the credit
institution has adequate internal procedures to ensure the timely conversion of mortgage prenotations
into mortgages. In addition openings to credit institutions and investment services undertakings may be
included in the cover pool up to an aggregate limit of 15% of the nominal value of the outstanding covered
bonds. Derivatives may also be included in the cover pool to the extent that they are used exclusively for
the purpose of hedging the interest rate, FX or liquidity risk. To the extent that the counterparties to such
derivatives are credit institutions and investment services undertakings (as opposed to state entities or
central counterparties in organized markets), the net present value of derivatives included in the pool is
included in the above 15% limit. Finally, the cover assets may be substituted by certain tradable assets
but only up to the amount by which the aggregate nominal value of the cover assets including accrued
interest exceeds the nominal value of the outstanding covered bonds including accrued interest.

V. VALUATION AND LTV CRITERIA

Loans secured by residential mortgages are required to have a loan to value (LTV) ratio of 80%, whereas
loans secured by mortgages over commercial properties and ships are required to have an LTV ratio of
60%. Loans with a higher LTV ratio may be included in the cover pool, but they are taken into account
for the calculation of the statutory tests described below only up to the amount indicated by the LTV
ratio. Thus by way of example a loan of 900.000 Euros secured through a residential mortgage over a
property valued at 1.000.000 Euros may be included in the cover pool but will be deemed for the pur-
poses of the calculation of the statutory tests to be equal to 800.000 Euros.

The valuation of properties must be performed by an independent valuer at or below the market value
and must be repeated every year in relation to commercial properties and every three years in relation
to residential properties.



VI. STATUTORY TESTS

The Secondary Legislation provides for the following statutory tests:

(@) The nominal value of the Covered Bonds including accrued interest may not exceed at any point
in time 95% of the nominal value of the cover assets including accrued interest.

(b) The net present value of obligations to holders of Covered Bonds and other creditors secured by
the cover pool may not exceed the net present value of the cover assets including the derivatives
used for hedging. This test must be met even under the hypothesis of a parallel movement of the
yield curves by 200 basis points.

(c) The amount of interest payable to holders of Covered Bonds for the next 12 months must not ex-
ceed the amount of interest expected to be received from the cover assets over the same period.
For the assessment of the fulfilment of this test derivatives entered into for hedging purposes are
taken into account.

Tests (b) and (c) are performed on a quarterly basis. In case any of the tests is not met, the credit in-
stitution is obliged to immediately take the necessary measures to remedy the situation.

The results of the tests (a) to (c) above and the procedures used to monitor the compliance with such tests
are audited on a yearly basis by an auditor independent of the statutory auditors of the credit institution.

VII. PROTECTION OF DEPOSITORS

In order to not jeopardize the interests of depositors in case of insolvency of a credit institution due to
the segregation (discussed below) of high quality assets in favour for the holders of Covered Bonds, the
Secondary Legislation provides that, in case the cover assets exceed significantly the amount of 20%
of the available assets of the credit institution on an unconsolidated basis, the Bank of Greece may
impose additional capital adequacy requirements. For the purposes of this calculation available assets
are considered to be all assets of the credit institution excluding (i) assets subject to securitization,
(ii) assets subject to reverse repo agreements and (iii) assets encumbered in favour of third parties.
In exercising its discretion to impose additional capital adequacy requirements the Bank of Greece will
take into account qualitative considerations such as (i) any deterioration of the average quality of the
remaining available assets after the issuance of covered bonds, (ii) the increase of the liquidity of the
credit institution combined and any positive effects it may have on its credit rating and prospects and
(iii) the results of additional stress tests.

VIII. SEGREGATION OF COVER ASSETS AND BANKRUPTCY REMOTENESS OF COVERED BONDS

In case of a direct issuance the cover assets are segregated from the remaining estate of the credit
institution through a pledge constituted by operation of law (statutory pledge). In case of assets gov-
erned by a foreign law (which will typically include inter alia claims from derivative contracts) a security
interest must be created in accordance with such foreign law. The statutory pledge and the foreign law
security interest secure claims of the holders of Covered Bonds and may also secure (in accordance with
the terms of the Covered Bonds) other claims connected with the issuance of the Covered Bonds, such
as derivative contracts used for hedging purposes. The statutory pledge and any foreign law security
interest is held by a trustee for the account of the secured parties.




The claims constituting cover assets are identified by being listed in a document signed by the issuer and
the trustee. A summary of such document is registered in the land registry of the seat of the issuer. Claims
may be substituted and additional ones may be added to the cover pool through the same procedure.

The Primary Legislation creates an absolute priority of holders of Covered Bonds and other secured
parties over the cover pool. The statutory pledge supersedes the general privileges in favour of certain
preferred claims (such as claims of employees, the Greek state and social security organization) provided
for by the Code of Civil Procedure. Furthermore upon registration of the summary of the document list-
ing the claims included in the cover pool, the issuance of the Covered Bonds, the establishment of the
statutory pledge and the foreign law security interest and the entering into of all contracts connected
with the issuance of the covered bonds are not affected by the commencement of any insolvency pro-
ceedings against the issuer.

In case of an indirect issuance or a direct issuance guaranteed by an SPE the cover pool assets are segre-
gated from the estate of the credit institution by virtue of their sale to the special purpose entity. For such
transfer the provisions of the Bond Loan and Securitization Law apply, which provide equivalent protection
from third party creditors and insolvency to the one the Primary Legislation provides in case of direct issuance.

It is worth noting that according to the Primary Legislation both in case of direct and of indirect issuance
the cover assets may not be attached. This has the indirect result that the Greek law claims constituting
cover assets are no longer subject to set-off, because according to article 451 of the Greek Civil Code
claims which are not subject to attachment are not subject to set-off. This is important because under
generally applicable law borrowers the loans to whom become cover assets would have had a right to
set-off, which would reduce the value of the cover pool, for all counterclaims (including notably deposits)
predating the creation of the pledge or the transfer of the claims, as the case may be.

No specific provisions exist in relation to voluntary overcollateralisation. As a result the segregation applies
to all assets of the cover pool, even if their value exceeds the minimum required by law. The remaining
creditors of the credit institution will only have access to any remaining assets of the cover pool after the
holders of the Covered Bonds and other creditors secured by the cover pool have been satisfied in full.

IX. EXERCISE OF THE CLAIMS OF COVERED BONDHOLDERS AGAINST THE REMAINING ASSETS
OF THE CREDIT INSTITUTION

The purpose of the Primary Legislation, as was expressly stated in the introductory note to the law, was
to ensure that holders of Covered Bonds would have dual recourse both to the cover pool as secured
creditors and to the remaining assets of the credit institution ranking as unsecured and unsubordinated
creditors. This was also expressly stated in the Secondary Legislation. Certain doubts which had been
raised on this matter by the introduction of the Bankruptcy Code were resolved by an amendment to
the Primary Legislation which stated expressly that to the extent that covered bondholders and other
secured parties are not fully satisfied from the cover pool, they rank for their remaining claims as un-
secured creditors of the issuer.

The programme of the bonds may provide that more than one series or issues of bonds may be secured
through a single statutory pledge.

The programme may also provide on any other issue related to the priority in satisfaction of the bondhold-
ers and the way they are organized in a group and they are represented, by derogation from the Bond
Loan and Securitization Law. Furthermore the parties may agree to apply a foreign law on these matters.



X. IMPACT OF INSOLVENCY PROCEEDINGS ON COVERED BONDS

According to the Secondary Legislation Covered Bonds do not automatically accelerate upon insolvency
of the credit institution having issued (in a direct issuance structure) or guaranteed (in an indirect one)
the Covered Bonds.

Pursuant to the Primary Legislation, as amended, the bond loan programme may provide that either from
the outset or following the occurrence of certain events, as, indicatively, initiation of insolvency proceed-
ings against the issuer, the trustee will be entitled to assign or undertake the collection and management,
in general, of the cover assets by application mutatis mutandis of the Bond Loan and Securitization Law.

Additionally the Primary Legislation provides that in case of insolvency of the issuer, the Bank of Greece
may appoint an administrator, regardless of the powers they may assign to a supervisor or liquidator
pursuant to the above articles 63 and 68 of the Primary Legislation, if the trustee does not do so. The
proceeds coming both from the collections of the claims that are included in the legal pledge and from
the realization of the rest of the assets which are subject to the legal pledge are applied towards the
repayment/redemption of the bonds and of the other claims, which are secured by the legal pledge,
pursuant to the terms of the bond loan.

The provisions of the Bond Loan and Securitization Law are respectively applied in the sale, transfer,
collection and administration, in general, of the assets comprising the cover.

In case of an indirect issuance the obligations of the credit institution under the Guarantee are automati-
cally accelerated in case of bankruptcy by virtue of the generally applicable provisions of bankruptcy
law, but this does not lead to automatic prepayment of the Covered Bonds. To the contrary the terms of
the Covered Bonds may provide that the proceeds of the Guarantee will be placed in a special account
to be used for the servicing of the Covered Bonds.

XI. ACCESS TO LIQUIDITY IN CASE OF INSOLVENCY

The Primary legislation provides that the trustee can be entitled, pursuant to the terms of the programme
and the legal relationship connecting the trustee with the bondholders, to sell and transfer the cover
assets, and to use the net proceeds of such sale in order to redeem the bonds which are secured by the
legal pledge, by way of derogation from articles 1239 and 1254 of the Civil Code.

The above-mentioned sale may occur by virtue of the Bond Loan and Securitization Law or the applica-
tion of the general applicable provisions

XII. RISK-WEIGHTING & COMPLIANCE WITH EUROPEAN LEGISLATION

The risk weighting of Covered Bonds (both Greek and foreign) is regulated by Part B par. 8 2588/20.8.2007,
transposing part of the Capital Requirements Directive into Greek law. According to this bonds falling
within the provisions of art. 22 par. 4 of the UCITS Directive are considered to constitute Covered Bonds,
provided that the cover pool consists of the assets enumerated in the Capital Requirements Directive.
By way of exception, bonds issued before the 31st December 2007 and falling within the provisions of
art. 22 par. 4 of the UCITS Directive are considered as Covered Bonds, even if the cover assets do not
comply with the Capital Requirements Directive. Covered Bonds have a risk weighting of 10%, if openings
to the issuing credit institution have a risk weighting of 20%, and a risk weighting of 20%, if openings
to the issuing credit institution have a risk weighting of 50%.




Directly issued Greek Covered Bonds comply with both the UCITS Directive and the Capital Require-
ments Directive and therefore have the reduced risk weighting mentioned above in Greece and should
also have it in other EU member states. In relation to indirectly issued Covered Bonds it must be noted
that they do not fall within the letter of art. 22 par. 4 of the UCITS Directive, because they are not is-
sued by a credit institution.
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Issuers: There are five issuers in Greece: Alpha Covered Bond Plc (Indirect Issuance); Alpha Bank (Direct Issuance) 2010 - EUR 8 bn; Marfin Egnatia
Bank S.A. (Direct Issuance); National Bank of Greece (Direct Issuance); EFG Eurobank Ergasias S.A. (Direct Issuance); Pireaus Bank (Direct Issuance).



