(Multicurrency—Cross-Border)

ISDA

®

International Swaps and Derivatives Association, Inc.

COVERED BOND
2002 MASTER AGREEMENT
dated as of December 22, 2015

Canadian Imperial Bank of Commerce
and

CIBC Covered Bond (Legislative) Guarantor Limited Partnership
have entered and/or anticipate entering into one or more transactions (each a “Transaction”) that are or will be
governed by this 2002 Master Agreement, which includes the schedule (the “Schedule”), and the documents and
other confirming evidence (each a “Confirmation”) exchanged between the parties or otherwise effective for the
purpose of confirming or evidencing those Transactions. This 2002 Master Agreement and the Schedule are together
referred to as this “Master Agreement”.
Accordingly, the parties agree as follows:―
1.

Interpretation

(a)
Definitions. The terms defined in Section 14 and elsewhere in this Master Agreement will have the
meanings therein specified for the purpose of this Master Agreement.
(b)
Inconsistency. In the event of any inconsistency between the provisions of the Schedule and the other
provisions of this Master Agreement, the Schedule will prevail. In the event of any inconsistency between the
provisions of any Confirmation and this Master Agreement, such Confirmation will prevail for the purpose of the
relevant Transaction.
(c)
Single Agreement. All Transactions are entered into in reliance on the fact that this Master Agreement and
all Confirmations form a single agreement between the parties (collectively referred to as this “Agreement”), and the
parties would not otherwise enter into any Transactions.
2.

Obligations

(a)

General Conditions.
(i)
Each party will make each payment or delivery specified in each Confirmation to be made by it,
subject to the other provisions of this Agreement.
(ii)
Payments under this Agreement will be made on the due date for value on that date in the place of
the account specified in the relevant Confirmation or otherwise pursuant to this Agreement, in freely
transferable funds and in the manner customary for payments in the required currency. Where settlement is
by delivery (that is, other than by payment), such delivery will be made for receipt on the due date in the
manner customary for the relevant obligation unless otherwise specified in the relevant Confirmation or
elsewhere in this Agreement.
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SCHEDULE
to the
Covered Bond
2002 Master Agreement
(Series CBL9)
dated as of
December 22, 2015
between
(1)

Canadian Imperial Bank of Commerce (“Party A”); and

(2)

CIBC Covered Bond (Legislative) Guarantor Limited Partnership (“Party B”).

Part 1. Termination Provisions.
(a)

“Specified Entity” means in relation to Party A for the purpose of:
Section 5(a)(v),
Section 5(a)(vi),
Section 5(a)(vii),
Section 5(b)(v),

None
None
None
None

in relation to Party B for the purpose of:
Section 5(a)(v),
Section 5(a)(vi),
Section 5(a)(vii),
Section 5(b)(v),

None
None
None
None

(b)

“Specified Transaction” will have the meaning specified in Section 14 of this Agreement.

(c)

The “Cross-Default” provisions of Section 5(a)(vi) will apply to Party A where Party A is the Issuer,
and will not apply to Party B.
If such provisions apply:
Clauses (1) and (2) of Section 5(a)(vi) of the Agreement shall be deleted and replaced with “an
Issuer Event of Default in respect of Party A which has resulted in Covered Bonds becoming due
and payable under their respective terms.”.

(d)

The “Credit Event Upon Merger” provisions of Section 5(b)(v) will not apply to Party A and will
not apply to Party B.

(e)

The “Automatic Early Termination” provision of Section 6(a) will not apply to Party A and will not
apply to Party B; provided, however, where the Event of Default specified in Section 5(a)(vii) (1),
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(3), (4),(5),(6), or, to the extent analogous thereto, (8), with respect to a party has occurred and is then
continuing, and any court, tribunal or regulatory authority with competent jurisdiction acting pursuant
to any bankruptcy or insolvency law or other similar law affecting such party makes an order which
has or purports to have the effect of prohibiting the other party from designating an Early
Termination Date in respect of all outstanding Transactions at any time after such Event of Default
has occurred and is then continuing in accordance with Section 6(a), the “Automatic Early
Termination” provision of Section 6(a) will apply to such party.
(f)

“Termination Currency” will not have the meaning specified in Section 14 of this Agreement and
instead means Canadian Dollars.

(g)

“Additional Termination Event” will apply as set forth in Part 5(k) of this Schedule.

(h)

Failure to Pay or Deliver. Section 5(a)(i) does not apply to Party B in the case of a failure to pay or
deliver caused by the assets then available to Party B being insufficient to make the related payment
or delivery in full on the relevant payment or delivery date or the first Local Business Day or Local
Delivery Day, as the case may be, after notice of such failure is given to Party B.

(i)

Bankruptcy. Section 5(a)(vii) (Bankruptcy), (i) clauses (2), (7) and (9) shall not be applicable to
Party B; (ii) clause (3) shall not be applicable to Party B to the extent it refers to any assignment,
arrangement or composition that is effected by or pursuant to the Transaction Documents (as defined
in the Master Definitions and Construction Agreement (as defined below)); (iii) clause (4) shall not
be applicable to Party B if the proceeding or petition is instituted or presented by Party A or any of its
Affiliates and is in breach of Party A’s agreement set forth in Part 5(n)(ii) of this Schedule; (iv) the
appointment of a trustee or other secured party by Party B or the holders of Covered Bonds (as
defined in the Master Definitions and Construction Agreement) for the purpose of holding all or a
substantial portion of the assets of Party B for the benefit of the holders of Covered Bonds or Party A
does not qualify as the appointment of a trustee, custodian or similar official under clause (6); (v) the
words “seeks or” shall be deleted from clause (6); and (vi) clause (8) will apply to Party B only to the
extent that it applies to Section 5(a)(vii)(1), (3), (4), (5) and (6), as amended above. Notwithstanding
the foregoing, for the avoidance of doubt, the deletion of clause (9) is not intended to render
clauses (1) through (8) inapplicable on the basis that Party B did not actively contest or oppose any of
the acts referred to in such clauses or, in the case of clause (4), if a proceeding or petition referred to
therein is instituted or presented against Party B, on the basis that Party B consented to or acquiesced
in a judgment of bankruptcy or insolvency or the entry of an order for relief or the making of an order
for its winding up or liquidation as a result of such proceeding or petition.

(j)

Credit Support Default. Section 5(a)(iii) will apply to Party A and will not apply to Party B.

(k)

Breach of Agreement; Repudiation of Agreement; Misrepresentation; Default Under Specified
Transaction, Merger without Assumption. Sections 5(a)(ii), (iv), (v) and (viii) will apply to
Party A and will not apply to Party B.

(l)

Unpaid Amounts. For the purpose of determining Unpaid Amounts, any payment or delivery
obligation which is (or would have been but for Section 2(a)(iii)) required to be performed pursuant
to Section 2 of the Credit Support Annex shall be disregarded.

(m)

Rights of Party B to Terminate. Notwithstanding any other provision of this Agreement to the
contrary:

(i)
if, at any time, Party B is Independently Controlled and Governed (as such term is defined in
the CMHC Guide) but, subject to Part 1(m)(ii) below, without prejudice to any other rights Party B
may have hereunder, Party B shall have the discretion, but not be required, to:
(A)
waive the requirement of Party A to provide credit support, obtain an Eligible
Guarantee or replace itself as a party hereunder, in each case, pursuant to the terms of Part
5(k) of this Schedule, and
(B)
refrain from forthwith terminating this Agreement or finding a replacement
counterparty, in each case, upon the occurrence of an Event of Default or Additional
Termination Event hereunder where Party A is the sole Defaulting Party or the sole Affected
Party, as applicable; and
(ii)
if, at any time, Party B is not Independently Controlled and Governed (as such term is
defined in the CMHC Guide), Party B shall not:
(A)
waive the requirement of Party A to provide credit support, obtain an Eligible
Guarantee or replace itself as a party hereunder, in each case, pursuant to the terms of Part
5(k) of this Schedule, or
(B)
refrain from forthwith terminating this Agreement or finding a replacement
counterparty, in each case, upon the occurrence of an Event of Default or Additional
Termination Event hereunder where Party A is the sole Defaulting Party or the sole Affected
Party, as applicable,
unless, within 10 Toronto Business Days of the occurrence of:
(x)

an Initial Rating Event or a Subsequent Rating Event under Part 5(k) of this
Schedule in the case of Part 1(m)(ii)(A), or

(y)

an Event of Default (other than a Bankruptcy Event of Default under
Section 5(a)(vii)) or Additional Termination Event hereunder where Party A
is the sole Defaulting Party or the sole Affected Party, as applicable, in the
case of Part 1(m)(ii)(B),

and for so long as such event under (x) or (y) immediately above continues to exist (as
applicable), the following conditions are satisfied: (I) Party A is also the lender under the
Intercompany Loan Agreement, (II) a Contingent Collateral Notice is delivered in respect of
such event under (x) or (y) immediately above (as applicable) and (III) Party B has
Contingent Collateral in respect of this Agreement.
(n)

Payments on Early Termination. For the purposes of Section 6(e) of this Agreement, in determining
a party’s Close-out Amount under this Agreement, all outstanding Transactions shall be deemed to be
in effect at the time of such determination notwithstanding the Effective Date thereof as set out in the
relevant Confirmation.

Part 2. Tax Representations.
(a)

Payer Representations. For the purpose of Section 3(e) of this Agreement, Party A will make the
following representation and Party B will make the following representation:
It is not required by any applicable law, as modified by the practice of any relevant governmental
revenue authority, of any Relevant Jurisdiction to make any deduction or withholding for or on
account of any Tax from any payment (other than interest under Section 9(h) of this Agreement) to be
made by it to the other party under this Agreement. In making this representation, it may rely on
(i) the accuracy of any representations made by the other party pursuant to Section 3(f) of this
Agreement, (ii) the satisfaction of the agreement contained in Section 4(a)(i) or 4(a)(iii) of this
Agreement and the accuracy and effectiveness of any document provided by the other party pursuant
to Section 4(a)(i) or 4(a)(iii) of this Agreement and (iii) the satisfaction of the agreement of the other
party contained in Section 4(d) of this Agreement, provided that it shall not be a breach of this
representation where reliance is placed on clause (ii) and the other party does not deliver a form or
document under Section 4(a)(iii) by reason of material prejudice to its legal or commercial position.

(b)

Payee Representations.
(i)

(ii)

Party A. For the purpose of Section 3(f) of this Agreement, Party A makes the
representations specified below:
(A)

It is not a non-resident of Canada for purposes of the Income Tax Act (Canada).

(B)

It is a bank organized under the laws of Canada.

Party B. For the purpose of Section 3(f) of this Agreement, Party B makes the
representations specified below:
(A)

It is a “Canadian partnership” as defined in the Income Tax Act (Canada).

(B)

It is a limited partnership organized under the laws of the Province of Ontario.

Part 3. Agreement to Deliver Documents.
For the purpose of Sections 4(a)(i) and 4(a)(ii) of this Agreement, each party agrees to deliver the following
documents, as applicable:
(a)

Tax forms, documents or certificates to be delivered are:

Party required to
deliver document

Form/Document/Certificate

Date by which to be delivered

Party A and Party B

Any document required or reasonably Promptly upon request of other
requested to allow the other party to make party
payments under this Agreement, including
any Credit Support Document, without any
deduction or withholding for or on account of
any Tax or with such deduction at a reduced
rate.

(b)

Other documents to be delivered are:

Party required to
deliver document

Form/Document/Certificate

Date by which to be
delivered

Covered by
Section 3(d)
representation

Party A

Certificate of Incumbency

Upon execution of
this Agreement, and,
if requested, each
Confirmation

Yes

Party A

Appropriate extract of board Upon execution of
resolutions with respect to execution this Agreement
of agreements

Yes

Party B

Copies of the incorporating Upon execution of
documents and by-laws (or other this Agreement
equivalent or analogous rules) of
Party B certified as at the date hereof
as true and in full force and effect

Yes

Party B

Certified copies of all resolutions
required to authorize the signing,
delivery and performance of this
Agreement by Party B and
appointing
and
empowering
individuals with specimens of their
respective signatures for and on
behalf of Party B to sign and deliver
this Agreement and sign under seal
or otherwise and deliver all
agreements,
documents
and
instruments, and give all instructions,
in connection herewith

Yes

Party A and Party B

Annual and/or quarterly financial Promptly upon
statements
request of the other
party

Upon execution of
this Agreement, and,
if requested, each
Confirmation

Yes

Part 4. Miscellaneous.
(a)

Addresses for Notices. For the purpose of Section 12(a) of this Agreement:
Address for notices or communications to Party A with respect to this Agreement shall be given to it
at the following address:
With respect to the Master Agreement:
Address:

Attention:
Telex No.:
Fax No.:
Telephone:

199 Bay Street, 6th Floor, Commerce Court West
Toronto, Ontario
Canada M5L 1A2
Trading Documentation
065-24116 Answerback: CANBANK TOR
416-214-8773
416-214-8699

With respect to Transactions:
Address:
Attention:
Telex No.:
Fax No.:
Telephone:

161 Bay Street, 5th Floor, BCE Place
Toronto, ON Canada M5J 2S8
Manager, Swap Operations
065-24116 Answerback: CANBANK TOR
416-594-7343
416-594-8566

Address for notices or communications to Party B with respect to this Agreement and any
Transactions shall be given to it at the following address:
Address:

Attention:
Fax No:
(b)

CIBC Covered Bond (Legislative) Guarantor Limited Partnership
Brookfield Place, 11th Floor
161 Bay Street
Toronto, Ontario
Canada M5J 2S8
Wojtek Niebrzydowski, Vice President, Treasury
416-594-7192

Process Agent. For the purpose of Section 13(c) of this Agreement:
Party A appoints as its Process Agent

—

Not Applicable

Party B appoints as its Process Agent

—

Not Applicable

(c)

Offices. The provisions of Section 10(a) will apply to this Agreement.

(d)

Multibranch Party. For the purpose of Section 10(b) of this Agreement:
Party A is a Multibranch Party and may act through the following office(s): London, Toronto, New
York.
Party B is not a Multibranch Party.

(e)

Calculation Agent. The Calculation Agent is Party A unless otherwise specified in a Confirmation in
relation to the relevant Transaction or unless Party A is a Defaulting Party hereunder in which case
Party B shall be the Calculation Agent or shall appoint a third party to act as Calculation Agent.
With respect to Section 5(a)(ii) of the Agreement, if a party hereto is designated as the Calculation
Agent (as defined in the Definitions) for any Transaction, then notwithstanding Section 5(a)(ii),
Breach of Agreement does not include any failure by that party to comply with its obligations as
Calculation Agent and the sole remedy of the other party for such failure shall be the right, upon
notice to the Calculation Agent, to designate itself or a third party that is a leading dealer in the
relevant market as a replacement Calculation Agent.

(f)

Credit Support Document. Details of any Credit Support Document:
Party A:

Any Eligible Guarantee.

Party B:

None.

(g)

Credit Support Provider. Credit Support Provider means, in relation to Party A, the guarantor under
any Eligible Guarantee, and in relation to Party B, none.

(h)

Governing Law. This Agreement will be governed by and construed in accordance with the laws of
the Province of Ontario and the federal laws of Canada applicable therein.

(i)

Netting of Payments. “Multiple Transaction Payment Netting” will not apply for the purpose of
Section 2(c) of this Agreement starting from the date of this Agreement. Section 2(c)(ii) will apply.

(j)

“Affiliate” will have the meaning specified in Section 14 of this Agreement.

(k)

No Agency. The provisions of Section 3(g) will apply to both parties to this Agreement.

(l)

“Additional Representation” will apply. For the purpose of Section 3 of this Agreement, each of the
following will constitute an Additional Representation:
(i)
Relationship Between Parties. Each party will be deemed to represent to the other party on
the date on which it enters into a Transaction that (absent a written agreement between the parties that
expressly imposes affirmative obligations to the contrary for that Transaction):
(1)

Non-Reliance. It is acting for its own account, and it has made its own independent
decisions to enter into that Transaction and as to whether that Transaction is appropriate or
proper for it based upon its own judgment and upon advice from such advisers as it has
deemed necessary. It is not relying on any communication (written or oral) of the other party
as investment advice or as a recommendation to enter into that Transaction, it being
understood that information and explanations related to the terms and conditions of a
Transaction will not be considered investment advice or a recommendation to enter into that
Transaction. No communication (written or oral) received from the other party will be
deemed to be an assurance or guarantee as to the expected results of that Transaction.

(2)

Assessment and Understanding. It is capable of assessing the merits of and understanding
(on its own behalf or through independent professional advice), and understands and accepts,
the terms, conditions and risks of that Transaction. It is also capable of assuming, and
assumes, the risks of that Transaction.

(3)

Status of Parties. The other party is not acting as a fiduciary for or an adviser to it in respect
of that Transaction.

(ii)
Eligibility Criteria under CMHC Guide. Party A will be deemed to represent to Party B
(which representation will continuously apply for so long as Party A remains a party to any
outstanding Transaction hereunder) that:
(1)
it has the necessary experience, qualifications, facilities and other resources to perform its
obligations hereunder;
(2)
the rating of the short-term, unsecured, unsubordinated and unguaranteed debt obligations or,
respectively, the long-term, unsecured, unsubordinated and unguaranteed debt obligations of Party A
or any credit support provider or guarantor from time to time in respect of Party A satisfies the
respective Minimum Ratings of each Rating Agency; and
(3)
it has, in all material respects, complied with all laws, regulations and rules applicable to it in
connection with the entering into of this Agreement and any Transactions hereunder, and the
performance of its obligations hereunder.
(m)

Recording of Conversations. Each party (i) consents to the recording of telephone conversations
between the trading, marketing and other relevant personnel of the parties in connection with this
Agreement or any potential Transaction, (ii) agrees to obtain any necessary consent of, and give any
necessary notice of such recording to, its relevant personnel and (iii) agrees, to the extent permitted
by applicable law, that recordings may be submitted in evidence in any Proceedings.

(n)

Additional Agreements. Party A agrees to comply with and perform all of its agreements and
obligations hereunder.

Part 5. Other Provisions.
(a)

Definitions. This Agreement, each Confirmation, and each Transaction are subject to the 2006 ISDA
Definitions (the “Definitions”), as published by the International Swaps and Derivatives Association,
Inc., and will be governed in all respects by the provisions set forth in the Definitions with references
to “Swap Transaction” therein being a reference to “Transaction” for purposes of this Agreement.
The provisions of the Definitions and the Master Definitions and Construction Agreement (as defined
below) are incorporated by reference in, and made part of, this Agreement as if set forth in full in this
Agreement and each Confirmation. In the event of any inconsistency between (i) (A) the Definitions;
and (B) the Master Definitions and Construction Agreement dated July 2, 2013, as amended by an
amending agreement made as of June 27, 2014 and as further amended by a second amending
agreement made as of June 24, 2015, in each case, between Canadian Imperial Bank of Commerce,
CIBC Covered Bond (Legislative) Guarantor Limited Partnership, Computershare Trust Company of
Canada, 8412413 Canada Inc., CIBC Covered Bond (Legislative) GP Inc., and Ernst & Young LLP
and each other Person who may from time to time become a party thereto, as amended and
supplemented from time to time (the “Master Definitions and Construction Agreement”), the
definitions set forth in the Master Definitions and Construction Agreement shall prevail; (ii) (A) the
provisions of this Schedule and the Master Agreement of which it is a part; and (B) the Definitions,
the provisions set forth in this Schedule will prevail; and (iii) in the event of any inconsistency
between (A) the provisions of a Confirmation, and (B) any of this Schedule, the Master Agreement or
the Definitions, the provisions set forth in the Confirmation will prevail.

(b)

Adherence to 2002 Master Agreement Protocol. The parties agree that the definitions and
provisions contained in Annexes 1 to 18 and Section 6 of the 2002 Master Agreement Protocol
published on July 15, 2003 by ISDA are incorporated into and apply to this Agreement and any
Transaction hereunder, as applicable. References in those definitions and provisions to any ‘ISDA
Master Agreement’ will be deemed to be references to this Agreement. For greater certainty, if there
is any inconsistency between this provision and the provisions in a Confirmation of a Transaction,
this provision shall prevail unless such Confirmation expressly overrides the provisions of the
relevant annex to the 2002 Master Agreement Protocol.

(c)

Illegality. The “Illegality” provisions of Section 5(b)(i) shall be expanded to include the obligation
of a party to comply with any official directive, direction or similar order issued or given by any
government agency or authority with competent jurisdiction (whether or not having the force of law)
which prohibits its performance under this Agreement, and in that event such party will be the
Affected Party for the purpose of that Section.

(d)

Ontario Jurisdiction. Section 13(b) is restated as follows:
“(b) Jurisdiction. With respect to any suit, action or proceedings relating to any dispute arising out
of or in connection with this Agreement (“Proceedings”), each party irrevocably:
i)

submits to the non-exclusive jurisdiction of the courts of the Province of Ontario;

ii)

waives any objection which it may have at any time to the laying of venue of any
Proceedings brought in any such court, waives any claim that such Proceedings
have been brought in an inconvenient forum and further waives the right to
object with respect to such Proceeding, that such court does not have any
jurisdiction over such party; and

iii)

agrees, to the extent permitted by applicable law, that the bringing of Proceedings
in any one or more jurisdictions will not preclude the bringing of Proceedings in
any other jurisdiction.”

(e)

Generic Risk Disclosure Statement. Party B represents to Party A that it has read and understands
the Generic Risk Disclosure Statement provided to Party B by Party A and attached hereto as Exhibit
A.

(f)

Service of Process. Notwithstanding Section 13(c) of this Agreement, no consent is given by either
party to service of process by telex, facsimile transmission or electronic messaging system.

(g)

Equivalency Clause. For the purpose of disclosure pursuant to the Interest Act (Canada), the yearly
rate of interest to which any rate of interest payable under this Agreement that is to be calculated on
any basis other than a full calendar year is equivalent may be determined by multiplying such rate by
a fraction the numerator of which is the actual number of days in the calendar year in which such
yearly rate of interest is to be ascertained and the denominator of which is the number of days
comprising such other basis.

(h)

Compliance with Policies, Directives, etc. Each party represents to the other (which representation
will be deemed to be repeated for so long as it remains a party to any outstanding Transaction
hereunder) that the terms and conditions of any Transaction entered into under this Agreement, the
execution and delivery of this Agreement and any other documentation relating to this Agreement
and any Transaction entered into under this Agreement, and the performance by a party of its

obligations under this Agreement and any Transaction entered into under this Agreement, comply
with all policies, procedures, rules, by-laws or management directives of such party whether in force
by resolution or otherwise. The other party has no obligation whatsoever to confirm compliance by
such party with respect to any such policy, procedure, rule, by-law or management directive whether
or not it has knowledge of same.
(i)

Force Majeure Event. Section 5(b)(ii) is hereby amended as follows:
(A)

Delete the words “force majeure or act of state” from the third line in Section 5(b)(ii) and
replace them with the following: “any event or circumstance, including, without limitation,
any natural, technological, political, governmental (which for greater certainty includes an
act of state) or similar event or circumstance,”.

(B)

Delete the words “force majeure or act of state” from the first line in the last paragraph of
Section 5(b)(ii) and replace them with the following: “such event or circumstance was not
anticipated at the date of entering into the Transaction (or, in the case of the Early
Termination Amount, the date of entering into this Agreement),”.

(j)

Tax Event Upon Merger. Section 5(b)(iv) will apply to Party A and Party B, provided that Party A
shall not be entitled to designate an Early Termination Date or effect a transfer pursuant to Section
6(b)(ii) by reason of a Tax Event Upon Merger in respect of which it is the Affected Party.

(k)

Additional termination provisions.
(i)

If (1) the rating of the short-term, unsecured, unsubordinated and unguaranteed debt
obligations or, respectively, the long-term, unsecured, unsubordinated and unguaranteed debt
obligations of Party A or any credit support provider or guarantor from time to time in
respect of Party A cease to be rated at least as high as, respectively, “Prime-1” or “A2” or, if
Party A, such credit support provider or guarantor does not have a short-term rating assigned
by Moody’s, the long-term unsecured, unsubordinated and unguaranteed debt obligations of
Party A or any credit support provider or guarantor cease to be rated at least as high as “A1”
(the “Minimum Moody’s Rating”) by Moody’s Investors Service Inc. (“Moody’s”), (2) the
short-term issuer default rating or the long-term issuer default rating of Party A or any credit
support provider or guarantor from time to time in respect of Party A ceases to be at least as
high as, respectively, “F1” and “A” (the “Minimum Fitch Rating”) by Fitch Ratings, Inc.
(“Fitch”), or (3) the rating of the short-term, unsecured, unsubordinated and unguaranteed
debt obligations or, respectively, the long-term, unsecured, unsubordinated and unguaranteed
debt obligations of Party A or any credit support provider or guarantor from time to time in
respect of Party A cease to be rated at least as high as, respectively, “R-1 (middle)” or “A”
(the “Minimum DBRS Rating” and, together with the Minimum Moody’s Rating and
Minimum Fitch Rating, the “Minimum Ratings” and each a “Minimum Rating”) by DBRS
Limited (“DBRS” and, together with Moody’s and Fitch and each of their respective
successors, the “Rating Agencies” and each a “Rating Agency”), (each such cessation being
an “Initial Rating Event”), then Party A will, at its own cost, either:
(A)

transfer credit support in accordance with the provisions of the ISDA Credit Support
Annex within 10 Business Days of the occurrence of the first such Initial Rating
Event;

(B)

subject to Part 5(p), transfer all of its rights and obligations with respect to this
Agreement to a replacement third party that satisfies the Minimum Ratings

requirement of all Rating Agencies, in respect of which prior Rating Agency
Confirmation has been received, and that is satisfactory to the Bond Trustee (whose
consent shall be given if the replacement third party has the relevant Minimum
Rating or if the relevant Rating Agency confirms that such transfer would maintain
the ratings of the Covered Bonds by such Rating Agency at, or restore the rating of
the Covered Bonds by such Rating Agency to, the level at which it was immediately
prior to such Initial Rating Event) within (x) 30 calendar days of the occurrence of
the first such Initial Rating Event caused by a failure to maintain the ratings
specified by Moody’s or DBRS or (y) 14 calendar days of the occurrence of the first
such Initial Rating Event caused by a failure to maintain the ratings specified by
Fitch, provided that Party A transfers credit support in accordance with the
provisions of the ISDA Credit Support Annex within 10 Business Days of the
occurrence of the first such Initial Rating Event; or
(C)

obtain a guarantee (an “Eligible Guarantee”) of its rights and obligations with
respect to this Agreement from a third party that satisfies the Minimum Ratings
requirement of all Rating Agencies, in respect of which prior Rating Agency
Confirmation has been received, and that is satisfactory to the Bond Trustee (whose
consent shall be given if the third party has the relevant Minimum Rating or if the
relevant Rating Agency confirms that such guarantee would maintain the ratings of
the Covered Bonds by such Rating Agency at, or restore the rating of the Covered
Bonds by such Rating Agency to, the level at which it was immediately prior to such
Initial Rating Event) within (x) 30 calendar days of the occurrence of the first such
Initial Rating Event caused by a failure to maintain the ratings specified by Moody’s
or DBRS or (y) 14 calendar days of the occurrence of the first such Initial Rating
Event caused by a failure to maintain the ratings specified by Fitch, provided that
Party A transfers credit support in accordance with the provisions of the ISDA
Credit Support Annex within 10 Business Days of the occurrence of the first such
Initial Rating Event.

If any of sub-paragraphs (i)(B) or (i)(C) above are satisfied at any time, Party A will not be
required to transfer any additional credit support in respect of such Initial Rating Event.
(ii)

If, (1) the rating of the short-term, unsecured, unsubordinated and unguaranteed debt
obligations or, respectively, the long-term, unsecured, unsubordinated and unguaranteed debt
obligations of Party A or any credit support provider or guarantor from time to time in
respect of Party A cease to be rated at least as high as, respectively “Prime-2” or “A3” by
Moody’s, (2) the short-term issuer default rating or the long-term issuer default rating of
Party A or any credit support provider or guarantor from time to time in respect of Party A
ceases to be at least as high as, respectively, “F3” and “BBB-” by Fitch, or (3) the rating of
the short-term, unsecured, unsubordinated and unguaranteed debt obligations or,
respectively, the long-term, unsecured, unsubordinated and unguaranteed debt obligations of
Party A or any credit support provider or guarantor from time to time in respect of Party A
cease to be rated at least as high as, respectively, “R-2 (high)” or “BBB (high)” by DBRS
(each such rating, a “Subsequent Rating” and each such event, a “Subsequent Rating
Event”) with respect to Party A, then Party A will:
(A)

immediately and in any event no later than 15 calendar days after such Subsequent
Rating Event at its own cost and expense, shall (i) transfer all of its rights and
obligations with respect to this Agreement to a replacement third party that satisfies
the Minimum Ratings requirement of all Rating Agencies, in respect of which prior

Rating Agency Confirmation has been received, and that is satisfactory to the Bond
Trustee (whose consent shall be given if the replacement third party has the relevant
Minimum Rating or if the relevant Rating Agency confirms that such transfer would
maintain the ratings of the Covered Bonds by such Rating Agency at, or restore the
rating of the Covered Bonds by such Rating Agency to, the level at which it was
immediately prior to such Subsequent Rating Event), or (ii) obtain an Eligible
Guarantee of its rights and obligations with respect to this Agreement from a third
party that satisfies the Minimum Ratings requirement of all Rating Agencies, in
respect of which prior Rating Agency Confirmation has been received, and that is
satisfactory to the Bond Trustee (whose consent shall be given if the third party has
the relevant Minimum Rating or if the relevant Rating Agency confirms that such
guarantee would maintain the ratings of the Covered Bonds by such Rating Agency
at, or restore the rating of the Covered Bonds by such Rating Agency to, the level at
which it was immediately prior to such Subsequent Rating Event); and
(B)

transfer credit support pursuant to the ISDA Credit Support Annex in no event later
than 10 Business Days following the occurrence of a Subsequent Rating Event and
until such time as the action set out in sub-paragraph (ii)(A) above has been taken.

If the action set out in sub-paragraph (ii)(A) above is taken at any time following a
Subsequent Rating Event, Party A will not be required to transfer any additional credit
support in respect of such Subsequent Rating Event.
(iii)
(A)

Without prejudice to the consequences of Party A breaching any provision of this
Agreement (other than sub-paragraph (i) above) or failing to transfer credit support
under the ISDA Credit Support Annex, if Party A does not take any of the measures
described in sub-paragraph (i) above, such failure shall not be or give rise to an
Event of Default but shall constitute an Additional Termination Event with respect
to Party A which shall be deemed to have occurred on (x) the tenth Business Day
following the applicable Initial Rating Event with respect to the measures set out in
sub-paragraph (i)(A) and (y) with respect to the measures set out in
sub-paragraphs (i)(B) and (i)(C), the last day of the remedy period specified in such
sub-paragraph, and in each case Party A shall be the sole Affected Party and all
Transactions as Affected Transactions.

(B)

Without prejudice to the consequences of Party A breaching any provision of this
Agreement (other than sub-paragraph (ii) above) or failing to transfer credit support
under the ISDA Credit Support Annex, if, at the time a Subsequent Rating Event
occurs, Party A fails to transfer credit support as required by the Credit Support
Annex, such failure will not be or give rise to an Event of Default but will constitute
an Additional Termination Event with respect to Party A and will be deemed to have
occurred on the tenth Business Day following such Subsequent Rating Event with
Party A as the sole Affected Party and all Transactions as Affected Transactions.
Further, an Additional Termination Event with respect to Party A shall be deemed to
have occurred if, even if Party A continues to transfer credit support as required by
sub-paragraph (ii)(B) above and notwithstanding Section 5(a)(ii), Party A does not
take any measure specified in sub-paragraph (ii)(A) above. Such Additional
Termination Event will be deemed to have occurred on the fifteenth day following

the Subsequent Rating Event, with Party A as the sole Affected Party and all
Transactions as Affected Transactions.
(C)

If any of the Covered Bonds then outstanding have been assigned a rating by
Moody’s, Party B were to designate an Early Termination Date and there would be a
payment due to Party A, then Party B may only designate such an Early Termination
Date in respect of an Additional Termination Event under this Part 5(k)(iii) if
Party B has found a replacement counterparty willing to enter into a new transaction
on terms that reflect as closely as reasonably possible, as determined by Party B in
its sole and absolute discretion, the economic, legal and credit terms of the
Terminated Transactions, and Party B has acquired the Bond Trustee’s prior written
consent.

Each of Party B and the Bond Trustee (at the expense of Party A) shall use their reasonable
endeavours to co-operate with Party A in connection with any of the measures which Party A may
take under this Part 5(k) following the rating events described herein.
(l)

Constitution of Partnership. Party B is a limited partnership formed under the Limited Partnerships
Act (Ontario), a limited partner of which is, except as expressly required by law, only liable for any of
its liabilities or any of its losses to the extent of the amount that the limited partner has contributed or
agreed to contribute to its capital. Without prejudice to any rights of Party A against any former or
departing partner of Party B, upon any reconstitution of CIBC Covered Bond (Legislative) Guarantor
Limited Partnership, the rights and obligations of Party B under this Agreement and any Transaction
thereunder shall become the rights and obligations of the partnership as newly constituted and, for
greater certainty, Party A has the rights under Section 6 with respect to any and all Transactions
entered into by Party B however constituted.

(m)

Security Interest. Notwithstanding Section 7, Party A hereby agrees and consents to the assignment
by way of security by Party B of its interests under this Agreement (without prejudice to, and after
giving effect to, any contractual netting provision contained in this Agreement) to the Bond Trustee
pursuant to and in accordance with the Security Agreement (as defined in the Master Definitions and
Construction Agreement) and acknowledges notice of such assignment, it being noted that Party A is
not assigning any of its rights hereunder under the Security Agreement. Each of the parties hereby
confirms and agrees that the Bond Trustee shall not be liable for any of the obligations of Party B
hereunder.

(n)

Security, Enforcement and Limited Recourse. Party A agrees with Party B to be bound by the terms
of the Trust Deed (as defined in the Master Definitions and Construction Agreement) and Security
Agreement and, in particular, confirms and agrees that:
(i)

all obligations of Party B are limited in recourse to the Charged Property and no sum shall be
payable by or on behalf of Party B to it except in accordance with the provisions of the Trust
Deed and Security Agreement; and

(ii)

it shall not institute or join any other person or entity in instituting against, or with respect to,
Party B or any of its general partners any bankruptcy or insolvency event so long as any
Covered Bonds issued by Canadian Imperial Bank of Commerce under the Programme shall
be outstanding or there shall not have elapsed one year plus one day since the last day on
which any such Covered Bonds shall have been outstanding. The foregoing provision shall
survive the termination of this Agreement by either party.

(o)

Transfers. Section 7 of this Agreement shall not apply to Party A and, for all purposes of this
Agreement including Section 6(b)(ii), Party A shall be required to comply with, and shall be bound
by, the following:
Party A may transfer all its interest and obligations in and under this Agreement to any other entity (a
“Recipient”), upon providing five Business Days’ prior written notice to Party B and the Bond
Trustee, provided that:
(i)

the Recipient has the Minimum Ratings or such Recipient’s obligations under this
Agreement are guaranteed by an entity having the Minimum Ratings (or if the Recipient is
not rated by a Rating Agency, at such equivalent rating by another internationally recognized
rating agency as is acceptable to such rating agency);

(ii)

as of the date of such transfer, the Recipient will not, as a result of such transfer, be required
to withhold or deduct on account of any Tax under this Agreement without being required to
pay an additional amount in respect of such Tax in accordance with Section 2(d)(i)(4) of the
Agreement;

(iii)

a Termination Event or an Event of Default will not occur under this Agreement as a result
of such transfer;

(iv)

no additional amount will be payable by Party B to Party A or the Recipient on the next
succeeding Guarantor Payment Date (as defined in the Master Definitions and Construction
Agreement) as a result of such transfer;

(v)

a Rating Agency Confirmation (as defined in the Master Definitions and Construction
Agreement) shall have been obtained or deemed to have been obtained; and

(vi)

the Recipient enters into documentation identical or substantially identical to this Agreement
and the documents executed by the transferor in connection with this Agreement.

Following such transfer all references to Party A shall be deemed to be references to the Recipient.
Save as otherwise provided for in this Agreement and notwithstanding Section 7, Party A shall not be
permitted to transfer (by way of security or otherwise) this Agreement or any interest or obligation in
or under this Agreement without the prior written consent of the Bond Trustee.
(p)

Payment on transfer of the swap to a replacement swap counterparty. If Party A is replaced by a
replacement swap counterparty and the replacement swap counterparty is required to pay an amount
to take over Party A’s role, Party B acknowledges that such amount(s) shall be paid directly by the
replacement swap counterparty to Party A, without it being applied in whole or in part to pay any
other Secured Party (as defined in the Master Definitions and Construction Agreement) or any other
party both prior to or subsequent to the enforcement of security given pursuant to the Security
Agreement (as defined in the Master Definitions and Construction Agreement), to the extent that a
termination payment is owed to Party A.

(q)

Gross Up. Section 2(d) shall apply to Party A but shall not apply to Party B. Party B shall at all
relevant times remain a person who is not a non-resident of Canada for the purposes of the Income
Tax Act (Canada).

(r)

Severability. If any term, provision, covenant, or condition of this Agreement, or the application
thereof to any Party or circumstance, shall be held to be invalid or unenforceable (in whole or in part)

for any reason, the remaining terms, provisions, covenants, and conditions hereof shall continue in
full force and effect as if this Agreement had been executed with the invalid or unenforceable portion
eliminated, so long as this Agreement as so modified continues to express, without material change,
the original intentions of the Parties as to the subject matter of this Agreement and the deletion of
such portion of this Agreement will not substantially impair the respective benefits or expectations of
the Parties. The Parties shall endeavour to engage in good faith negotiations to replace any invalid or
unenforceable term, provision, covenant or condition with a valid or enforceable term, provision,
covenant or condition, the economic effect of which comes as close as possible to that of the invalid
or unenforceable term, provision, covenant or condition. Notwithstanding the foregoing, this
severability provision will not be applicable if any provision of Section 2, 5, 6 or 13 (or any
definition or provision in Section 14 to the extent it relates to or is used in or in connection with any
such section) is held to be prohibited or unenforceable and it shall be understood that this severability
provision will not affect the “single agreement” concept of Section 1(c).
(s)

Waiver of Set-Off. Section 6(f) shall not apply to Party A or Party B.

(t)

Amendments.

(u)

(i)

Section 9(b) is amended by adding “(i)” after “if” in the first line of that Section, and by
adding “, (ii) in respect of any material amendment, modification or waiver, Rating Agency
Confirmation has been obtained with respect thereto; provided that any amendment to (1) a
ratings trigger provided for in this Agreement that lowers the threshold ratings, or (2) the
consequences of breaching any such ratings trigger that makes such consequences less
onerous, shall, with respect to each affected Rating Agency only, be deemed to be a material
amendment and shall be subject to Rating Agency Confirmation from each affected Rating
Agency, and (iii) such amendment, modification or waiver shall be in compliance with the
CMHC Guide” after “system” and before the “.” in the third line of that Section;

(ii)

Party B shall notify each Rating Agency of all non-material amendments, modifications and
waivers in respect of this Agreement, provided that failure to deliver such notice shall not
constitute a breach of the obligations of Party B under this Agreement; and

(iii)

Notwithstanding anything in this Agreement, if at any time the Issuer determines that any
one of DBRS, Fitch or Moody’s shall no longer be a Rating Agency in respect of the
Programme, then, so long as (a) the Programme is in compliance with the terms of the
CMHC Guide with respect to ratings of the Covered Bonds, and (b) each outstanding Series
of Covered Bonds is rated by at least two Rating Agencies, the ratings triggers for such
rating agency as set out in this Agreement will no longer be applicable without any further
action or formality, including for greater certainty Rating Agency Confirmation from any
Rating Agency or consent or approval of the Bond Trustee or the holders of the Covered
Bonds. Any amendments to this Agreement to reflect the foregoing shall be deemed not to
be a material amendment and may be made by the parties thereto without the requirement for
Rating Agency Confirmation from any Rating Agency or consent or approval of the Bond
Trustee or the holders of the Covered Bonds.

Scope of Agreement. It is hereby understood and agreed that the provisions of this Agreement shall
only apply to the Covered Bond Swap Transaction and that no other Transaction may be entered into
pursuant hereto.
[Remainder of page intentionally left blank
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Exhibit A

RISKS OF OTC DERIVATIVES
Over the counter derivative transactions (“OTC Derivative Transactions”), such as those
documented under ISDA Master Agreements, contain a number of risks. If you are not already
familiar with those risks, you should consider them carefully before undertaking any OTC
Derivative Transaction. Set forth below is a list of risks that normally arise in connection with
an OTC Derivative Transaction. Additional risks may arise in connection with specific
transactions.
Market or Price Risk
An OTC Derivative Transaction, like any other capital market transaction, involves market or
price risk. At any given time subsequent to execution, an OTC Derivative Transaction will
normally have a market value - you will either have to make a payment, or you will be entitled to
receive a payment, in order to terminate the transaction or otherwise fix or realize the price
change of such Transaction. Depending on the terms of the Transaction and market conditions,
such payment could be substantial.
OTC Derivative markets, like the markets for other financial instruments, can change
continuously. Market conditions and changes might cause the value of an OTC derivative
transaction, and your related exposure to price or market risk, to change more quickly, more
frequently or by a greater magnitude (or all three) than the value of other non-derivative financial
instruments with which you are familiar. Market conditions might also cause the value of a
particular OTC Derivative Transaction, and your related exposure to price or market risk, to
change more quickly, more frequently or by a greater magnitude (or all three) than the value of
another OTC derivative transaction.
Liquidity
An OTC Derivative Transaction, as an over-the-counter transaction, will normally lack the
liquidity of an exchange-traded instrument. Unlike a futures contract, an OTC Derivative
Transaction can not be offset or terminated automatically by one party to the transaction. To
terminate an OTC Derivative Transaction, you will normally need the consent of your
counterparty. Your counterparty may have the legal right to decline to consent to a termination
of your OTC Derivative Transaction. As a result, you could be forced by your counterparty to
perform under the terms of an OTC Derivative Transaction until its scheduled termination date.
If you attempt to limit your exposure to the price change of an OTC Derivative Transaction by
entering into a matching or hedging OTC Derivative Transaction, you will need to find a
counterparty willing to enter into such matching or hedging transaction. While OTC Derivative
dealer normally attempt to provide liquidity by being willing to enter into transactions that might
hedge or limit the market exposure on an OTC Derivative Transaction you may have entered
into, no assurance can be given that a matching or hedging OTC Derivative Transaction can be
found, or that it can be found at the time you wish to execute it, or that it can be found at a price
acceptable to you.
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Dealer Spreads
OTC Derivative dealers, like dealers in other financial obligations, seek to profit from their
activities as dealers by pricing transactions at a “spread”. This normally means, for example,
that the level at which an OTC Derivative dealer would be willing to pay a fixed rate in exchange
for a variable rate for a specified duration under an OTC Derivative Transaction would be less
than the fixed rate that same dealer would be willing to receive in exchange for the identical
variable rate for the same duration from the same counterparty at the same time. This practice is
equivalent to the practice dealers in most products follow of attempting to “buy low” and “sell
high”.
While OTC Derivatives dealers generally quote swap rates at both the “bid” and “asked” side for
OTC Derivative transactions (e.g., rates at which a dealer will pay or receive a specified fixed
rate in exchange for a variable rate), OTC Derivative Transactions that include leverage or a
higher degree of structure and complexity may give rise to price quotes that differ from those
given for simpler OTC Derivative transactions in the following significant respects: (1) such
quotes may involve significantly wider bid/asked spreads; (2) such quotes may not be as readily
available from OTC Derivative dealers other than the dealer which originated the relevant OTC
Derivative Transaction; (3) such quotes may be based on internal pricing views and risk models
which the originating OTC Derivative dealer may not be willing to identify, or to identify in
detail; and (4) quotes for unwinding such OTC Derivative Transactions may differ significantly
from the price at which the OTC Derivative Transaction was originated.
Credit Risk
OTC Derivative Transactions are undertaken with individual market participants, often OTC
Derivative dealers, and are not supported by the credit of any organized exchange or clearing
organization. Participants in OTC Derivative Transactions are entirely dependent for
performance of all payment obligations on their counterparty or a specified credit support
provider (e.g., guarantor, letter of credit provider) agreed to by the participant.
Each participant in OTC Derivative Transactions should carefully structure the credit
arrangement between itself and each OTC Derivative counterparty with which it transacts before
it enters into any OTC Derivative Transaction.
Absence of Advisory Relationship
Dealers in OTC Derivative Transactions conduct business in OTC Derivative Transactions in the
same manner as dealers in other financial obligations – by attempting to sell their products at
prices (i.e., the rates at which payment streams are exchanged) higher than those at which they
can be produced (the dealer’s cost of hedging itself). Dealers do not profit, and absent an
express indication to the contrary do not hold themselves out, as advisors with respect to many of
the most significant aspects of Derivative Transactions. While OTC Derivative dealers may
comment on a variety of topics in conversation with counterparties, market participants should
not assume that an OTC Derivative dealer is acting in an advisory capacity unless expressly
indicated by such dealer.
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All information provided by an OTC Derivative dealer should be evaluated by each
counterparty independently of such dealer. This includes not only information about
market conditions and trends but also any information about the legal, regulatory, tax,
accounting and credit issues generated by OTC Derivative Transactions.

DOCS 15110792v2

ISDA

®

International Swaps and Derivatives Association, Inc.

CREDIT SUPPORT ANNEX
to the Schedule to the

Covered Bond
2002 Master Agreement
(Series CBL9)
dated as of December 22, 2015
between
Canadian Imperial Bank of Commerce

and

(“Party A”)

CIBC Covered Bond (Legislative) Guarantor
Limited Partnership
(“Party B”)

This Annex supplements, forms part of, and is subject to, the ISDA Master Agreement referred to above and is part of its
Schedule. For the purposes of this Agreement, including, without limitation, Sections 1(c), 2(a), 5 and 6, the credit
support arrangements set out in this Annex constitute a Transaction (for which this Annex constitutes the Confirmation).
Paragraph 1.

Interpretation

Capitalised terms not otherwise defined in this Annex or elsewhere in this Agreement have the meanings specified
pursuant to Paragraph 10, and all references in this Annex to Paragraphs are to Paragraphs of this Annex. In the event of
any inconsistency between this Annex and the other provisions of this Schedule, this Annex will prevail, and in the event
of any inconsistency between Paragraph 11 and the other provisions of this Annex, Paragraph 11 will prevail. For the
avoidance of doubt, references to “transfer” in this Annex mean, in relation to cash, payment, and in relation to the
assets, delivery.
Paragraph 2.

Credit Support Obligations

(a)
Delivery Amount. Subject to Paragraphs 3 and 4, upon a demand made by the Transferee on or promptly
following a Valuation Date, if the Delivery Amount for that Valuation Date equals or exceeds the Transferor’s Minimum
Transfer Amount, then the Transferor will transfer to the Transferee Eligible Credit Support having a Value as of the
date of transfer at least equal to the applicable Delivery Amount (rounded pursuant to Paragraph 11(b)(iii)(D)). Unless
otherwise specified in Paragraph 11(b), the “Delivery Amount” applicable to the Transferor for any Valuation Date will
equal the amount by which:
(i)

the Credit Support Amount

exceeds
(ii)
the Value as of that Valuation Date of the Transferor’s Credit Support Balance (adjusted to include
any prior Delivery Amount and to exclude any prior Return Amount, the transfer of which, in each case, has not
yet been completed and for which the relevant Settlement Day falls on or after such Valuation Date).
(b)
Return Amount. Subject to Paragraphs 3 and 4, upon a demand made by the Transferor on or promptly
following a Valuation Date, if the Return Amount for that Valuation Date equals or exceeds the Transferee’s Minimum
Transfer Amount, then the Transferee will transfer to the Transferor Equivalent Credit Support specified by the
Transferor in that demand having a Value as of the date of transfer as close as practicable to the applicable Return
1

Amount (rounded pursuant to Paragraph 11(b)(iii)(D)) and the Credit Support Balance will, upon such transfer, be
reduced accordingly. Unless otherwise specified in Paragraph 11(b), the “Return Amount” applicable to the Transferee
for any Valuation Date will equal the amount by which:
(i)
the Value as of that Valuation Date of the Transferor’s Credit Support Balance (adjusted to include
any prior Delivery Amount and to exclude any prior Return Amount, the transfer of which, in each case, has not
yet been completed and for which the relevant Settlement Day falls on or after such Valuation Date).
exceeds
(ii)
Paragraph 3.

the Credit Support Amount.
Transfers, Calculations and Exchanges

(a)
Transfers. All transfers under this Annex of any Eligible Credit Support, Equivalent Credit Support, Interest
Amount or Equivalent Distributions shall be made in accordance with the instructions of the Transferee or Transferor, as
applicable, and shall be made:
(i)

in the case of cash, by transfer into one or more bank accounts specified by the recipient;

(ii)
in the case of certificated securities which cannot or which the parties have agreed will not be
delivered by book-entry, by delivery in appropriate physical form to the recipient or its account accompanied
by any duly executed instruments of transfer, transfer tax stamps and any other documents necessary to
constitute a legally valid transfer of the transferring party’s legal and beneficial title to the recipient; and
(iii)
in the case of securities which the parties have agreed will be delivered by book-entry, by the giving of
written instructions (including, for the avoidance of doubt, instructions given by telex, facsimile transmission or
electronic messaging system) to the relevant depository institution or other entity specified by the recipient,
together with a written copy of the instructions to the recipient, sufficient, if complied with, to result in a legally
effective transfer of the transferring party’s legal and beneficial title to the recipient.
Subject to Paragraph 4 and unless otherwise specified, if a demand for the transfer of Eligible Credit Support or
Equivalent Credit Support is received by the Notification Time, then the relevant transfer will be made not later than the
close of business on the Settlement Day relating to the date such demand is received; if a demand is received after the
Notification Time, then the relevant transfer will be made not later than the close of business on the Settlement Day
relating to the day after the date such demand is received.
(b)
Calculations. All calculations of Value and Exposure for purposes of Paragraphs 2 and 4(a) will be made by
the relevant Valuation Agent as of the relevant Valuation Time. The Valuation Agent will notify each party (or the other
party, if the Valuation Agent is a party) of its calculations not later than the Notification Time on the Local Business Day
following the applicable Valuation Date (or, in the case of Paragraph 4(a), following the date of calculation).
(c)

Exchanges.
(i)
Unless otherwise specified in Paragraph 11, the Transferor may on any Local Business Day by notice
inform the Transferee that it wishes to transfer to the Transferee Eligible Credit Support specified in that notice
(the “New Credit Support”) in exchange for certain Eligible Credit Support (the “Original Credit Support”)
specified in that notice comprised in the Transferor’s Credit Support Balance.
(ii)
If the Transferee notifies the Transferor that it has consented to the proposed exchange, (A) the
Transferor will be obliged to transfer the New Credit Support to the Transferee on the first Settlement Day
following the date on which it receives notice (which may be oral telephonic notice) from the Transferee of its
consent and (B) the Transferee will be obliged to transfer to the Transferor Equivalent Credit Support in respect
of the Original Credit Support not later than the Settlement Day following the date on which the Transferee
receives the New Credit Support, unless otherwise specified in Paragraph 11(d) (the “Exchange Date”);
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provided that the Transferee will only be obliged to transfer Equivalent Credit Support with a Value as of the
date of transfer as close as practicable to, but in any event not more than, the Value of the New Credit Support
as of that date.
Paragraph 4.

Dispute Resolution

(a)
Disputed Calculations or Valuations. If a party (a “Disputing Party”) reasonably disputes (I) the Valuation
Agent’s calculation of a Delivery Amount or a Return Amount or (II) the Value of any transfer of Eligible Credit
Support or Equivalent Credit Support, then:
(1)
the Disputing Party will notify the other party and the Valuation Agent (if the Valuation Agent is not
the other party) not later than the close of business on the Local Business Day following, in the case of (I)
above, the date that the demand is received under Paragraph 2 or, in the case of (II) above, the date of transfer;
(2)
in the case of (I) above, the appropriate party will transfer the undisputed amount to the other party not
later than the close of business on the Settlement Day following the date that the demand is received under
Paragraph 2;
(3)

the parties will consult with each other in an attempt to resolve the dispute; and

(4)

if they fail to resolve the dispute by the Resolution Time then:
(i)
in the case of a dispute involving a Delivery Amount or Return Amount, unless otherwise
specified in Paragraph 11(c), the Valuation Agent will recalculate the Exposure and the Value as of
the Recalculation Date by:
(A)
utilising any calculations of that part of the Exposure attributable to the
Transactions that the parties have agreed are not in dispute;
(B)
calculating that part of the Exposure attributable to the Transactions in dispute by
seeking four actual quotations at mid-market from Reference Market-makers for purposes of
calculating Market Quotation, and taking the arithmetic average of those obtained; provided
that if four quotations are not available for a particular Transaction, then fewer than four
quotations may be used for that Transaction, and if no quotations are available for a
particular Transaction, then the Valuation Agent’s original calculations will be used for the
Transaction; and
(C)
utilising the procedures specified in Paragraph 11(e)(ii) for calculating the Value, if
disputed, of the outstanding Credit Support Balance;
(ii)
in the case of a dispute involving the Value of any transfer of Eligible Credit Support or
Equivalent Credit Support, the Valuation Agent will recalculate the Value as of the date of transfer
pursuant to Paragraph 11(e)(ii).

Following a recalculation pursuant to this Paragraph, the Valuation Agent will notify each party (or the other party, if the
Valuation Agent is a party) as soon as possible but in any event not later than the Notification Time on the Local
Business Day following the Resolution Time. The appropriate party will, upon demand following such notice given the
Valuation Agent or resolution pursuant to (3) above and subject to Paragraph 3(a), make the appropriate transfer.
(b)
No Event of Default. The failure by a party to make a transfer of any amount which is the subject of a dispute
to which Paragraph 4(a) applies will not constitute an Event of Default for as long as the procedures set out in this
Paragraph 4 are being carried out. For the avoidance of doubt, upon completion of those procedures, Section 5(a)(i) of
this Agreement will apply to any failure by a party to make a transfer required under the final sentence of Paragraph 4(a)
on the relevant due date.
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Paragraph 5.

Transfer of Title, No Security Interest, Distributions and Interest Amount

(a)
Transfer of Title. Each party agrees that all right, title and interest in and to any Eligible Credit Support,
Equivalent Credit Support, Equivalent Distributions or Interest Amount which it transfers to the other party under the
terms of this Annex shall vest in the recipient free and clear of any liens, claims, charges or encumbrances or any other
interest of the transferring party or of any third person (other than a lien routinely imposed on all securities in a relevant
clearance system).
(b)
No Security Interest. Nothing in this Annex is intended to create or does create in favour of either party any
mortgage, charge, lien, pledge, encumbrance or other security interest in any cash or other property transferred by one
party to the other party under the terms of this Annex.
(c)

Distributions and Interest Amount.
(i)
Distributions. The Transferee will transfer to the Transferor not later than the Settlement Day
following each Distributions Date cash, securities or other property of the same type, nominal value, description
and amount as the relevant Distributions (“Equivalent Distributions”) to the extent that a Delivery Amount
would not be created or increased by the transfer, as calculated by the Valuation Agent (and the date of
calculation will be deemed a Valuation Date for this purpose).
(ii)
Interest Amount. Unless otherwise specified in Paragraph 11(f)(iii), the Transferee will transfer to the
Transferor at the times specified in Paragraph 11(f)(ii) the relevant Interest Amount to the extent that a Delivery
Amount would not be created or increased by the transfer, as calculated by the Valuation Agent (and the date of
calculation will be deemed a Valuation Date for this purpose).

Paragraph 6.

Default

If any Early Termination Date is designated or deemed to occur as a result of an Event of Default in relation to a party,
an amount equal to the Value of the Credit Support Balance, determined as though the Early Termination Date were a
Valuation Date, will be deemed to be an Unpaid Amount due to the Transferor (which may or may not be the Defaulting
Party) for purposes of Section 6(e). For the avoidance of doubt, if Market Quotation is the applicable payment measure
for purposes of Section 6(e), then the Market Quotation determined under Section 6(e) in relation to the Transaction
constituted by this Annex will be deemed to be zero, and if Loss is the applicable payment measure for purposes of
Section 6(e), then the Loss determined under Section 6(e) in relation to the Transaction will be limited to the Unpaid
Amount representing the Value of the Credit Support Balance.
Paragraph 7.

Representation

Each party represents to the other party (which representation will be deemed to be repeated as of each date on which it
transfers Eligible Credit Support, Equivalent Credit Support or Equivalent Distributions) that is the sole owner of or
otherwise has the right to transfer all Eligible Credit Support, Equivalent Credit Support or Equivalent Distributions it
transfers to the other party under this Annex, free and clear of any security interest, lien encumbrance or other restriction
(other than lien routinely imposed on all securities in a relevant clearance system).
Paragraph 8.

Expenses

Each party will pay its own costs and expenses (including any stamp, transfer, or similar transaction tax or duty payable
on any transfer it is required to make under this Annex) in connection with performing its obligations under this Annex,
and neither party will be liable for any such costs and expenses incurred by the other party.
Paragraph 9.

Miscellaneous

(a)
Default Interest. Other than in the case of an amount which is the subject of dispute under Paragraph 4(a), if a
Transferee fails to make, when due, any transfer of Equivalent Credit Support, Equivalent Distributions or the Interest
Amount, it will be obliged to pay the Transferor (to the extent permitted under applicable law) an amount equal to
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interest at the Default Rate multiplied by the Value on the relevant Valuation Date of the items of property that were
required to be transferred, from (and including) the date that the Equivalent Credit Support, Equivalent Distributions or
Interest Amount were required to be transferred to (but excluding) the date of transfer of the Equivalent Credit Support,
Equivalent Distributions or Interest Amount. This interest will be calculated on the basis of daily compounding and the
actual number of days elapsed.
(b)
Good Faith and Commercially Reasonable Manner. Performance of all obligations under this Annex,
including, but not limited to, all calculations, valuations and determinations made by either party, will be made in good
faith and in a commercially reasonable manner.
(c)
Demands and Notices. All demands and notices given by a party under this Annex will be given as specified in
Section 12 of this Agreement.
(d)
Specifications of Certain Matters. Anything referred to in this Annex as being specified in Paragraph 11 also
may be specified in one or more Confirmations or other documents and this Annex will be construed accordingly.
Paragraph 10.

Definitions

As used in this Annex:
“Base Currency” means the currency specified as such in Paragraph 11(a)(i).
“Base Currency Equivalent” means, with respect to an amount on a Valuation Date, in the case of an amount
denominated in the Base Currency, such Base Currency and, in the case of an amount denominated in a currency other
than the Base Currency (the “Other Currency”), the amount of Base Currency required to purchase such amount of the
Other Currency at the spot exchange rate determined by the Valuation Agent for value on such Valuation Date.
“Credit Support Amount” means, with respect to a Transferor on a Valuation Date, (i) the Transferee’s Exposure plus
(ii) all Independent Amounts applicable to the Transferor, if any, minus (iii) all Independent Amounts applicable to the
Transferee, if any, minus (iv) the Transferor’s Threshold; provided, however, that the Credit Support Amount will be
deemed to be zero whenever the calculation of Credit Support Amount yields a number less than zero.
“Credit Support Balance” means, with respect to a Transferor on a Valuation Date, the aggregate of all Eligible Credit
Support that has been transferred to or received by the Transferee under this Annex, together with any Distributions and
all proceeds of any such Eligible Credit Support or Distributions, as reduced pursuant to Paragraph 2(b), 3(c)(ii) or 6.
Any Equivalent Distributions or Interest Amount (or portion of either) not transferred pursuant to Paragraph 5(c)(i) or
(ii) will form part of the Credit Support Balance.
“Delivery Amount” has the meaning specified in Paragraph 2(a).
“Disputing Party” has the meaning specified in Paragraph 4.
“Distributions” means, with respect to any Eligible Credit Support comprised in the Credit Support Balance consisting
of securities, all principal, interest and other payments and distributions of cash or other property to which a holder of
securities of the same type, nominal value, description and amount as such Eligible Credit Support would be entitled
from time to time.
“Distribution Date” means, with respect to any Eligible Credit Support comprised in the Credit Support Balance other
than cash, each date on which a holder of such Eligible Credit Support is entitled to receive Distributions or, if that date
is not a Local Business Day, the next following Local Business Day.
“Eligible Credit Support” means, with respect to a party, the items, if any, specified as such for that party in
Paragraph 11(b)(ii) including, in relation to any securities, if applicable, the proceeds of any redemption in whole or in
party of such securities by the relevant issuer.

5

“Eligible Currency” means each currency specified as such in Paragraph 11(a)(ii), if such currency is freely available.
“Equivalent Credit Support” means, in relation to any Eligible Credit Support comprised in the Credit Support Balance,
Eligible Credit Support of the same type, nominal value, description and amount as that Eligible Credit Support.
“Equivalent Distributions” has the meaning specified in Paragraph 5(c)(i).
“Exchange Date” has the meaning specified in Paragraph 11(d).
“Exposure” means, with respect to a party on a Valuation Date and subject to Paragraph 4 in the case of a dispute, the
amount, if any, that would be payable to that party by the other party (expressed as a positive number) or by that party to
the other party (expressed as a negative number) pursuant to Section 6(e)(ii)(1) of this Agreement if all Transactions
(other than the Transaction constituted by this Annex) were being terminated as of the relevant Valuation Time, on the
basis that (i) that party is not the Affected Party and (ii) the Base Currency is the Termination Currency; provided that
Market Quotations will be determined by the Valuation Agent on behalf of that party using its estimates at mid-market of
the amounts that would be paid for Replacement Transactions (as that term is defined in the definition of “Market
Quotation”).
“Independent Amount” means, with respect to a party, the Base Currency Equivalent of the amount specified as such for
that party in Paragraph 11(b)(iii)(A); if not amount is specified, zero.
“Interest Amount” means, with respect to an Interest Period, the aggregate sum of the Base Currency Equivalents of the
amounts of interest determined for each relevant currency and calculated for each day in that Interest Period on the
principal amount of the portion of the Credit Support Balance comprised of cash in such currency, determined by the
Valuation Agent for each such day as follows:
(x)

the amount of cash in such currency on that day; multiplied by

(y)

the relevant Interest Rate in effect for that day; divided by

(z)

360 (or, in the case of pounds sterling, 365).

“Interest Period” means the period from (and including) the last Local Business Day on which an Interest Amount was
transferred (or, if no Interest Amount has yet been transferred, the Local Business Day on which Eligible Credit Support
or Equivalent Credit Support in the form of cash was transferred to or received by the Transferee) to (but excluding) the
Local Business Day on which the current Interest Amount is transferred.
“Interest Rate” means with respect to an Eligible Currency, the rate specified in Paragraph 11(f)(i) for that currency.
“Local Business Day”, unless otherwise specified in Paragraph 11(h), means:
(i)
in relation to a transfer of cash or other property (other than securities) under this Annex, a day on
which commercial banks are open for business (including dealings in foreign exchange and foreign currency
deposits) in the place where the relevant account is located and, if different, in the principal financial centre, if
any, of the currency of such payment;
(ii)
in relation to a transfer of securities under this Annex, a day on which the clearance system agreed
between the parties for delivery of the securities is open for the acceptance and execution of settlement
instructions or, if delivery of the securities is contemplated by other means, a day on which commercial banks
are open for business (including dealings in foreign exchange and foreign currency deposits) in the place(s)
agreed between the parties for this purpose.
(iii)
in relation to a valuation under this Annex, a day on which commercial banks are open for business
(including dealings in foreign exchange and foreign currency deposits) in the place of location of the Valuation
Agent and in the place(s) agreed between the parties for this purpose; and
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(iv)
in relation to any notice or other communication under this Annex, a day on which commercial banks
are open for business (including dealings in foreign exchange and foreign currency deposits) in the place
specified in the address for notice most recently provided by the recipient.
“Minimum Transfer Amount” means, with respect to a party, the amount specified as such for that party in
Paragraph 11(b)(iii)(C); if no amount is specified, zero.
“New Credit Support” has the meaning specified in Paragraph 3(c)(i).
“Notification Time” has the meaning specified in Paragraph 11(c)(iv).
“Recalculation Date” means the Valuation Date that gives rise to the dispute under Paragraph 4; provided, however, that
if a subsequent Valuation Date occurs under Paragraph 2 prior to the resolution of the dispute, then the “Recalculation
Date” means the most recent Valuation Date under Paragraph 2.
“Resolution Time” has the meaning specified in Paragraph 11(c)(i).
“Return Amount” has the meaning specified in Paragraph 2(b).
“Settlement Day” means, in relation to a date, (i) with respect to a transfer of cash or other property (other than
securities), the next Local Business Day and (ii) with respect to a transfer of securities, the first Local Business Day after
such date on which settlement of a trade in the relevant securities, if effected on such date, would have been settled in
accordance with customary practice when settling through the clearance system agreed between the parties for delivery
of such securities or, otherwise, on the market in which such securities are principally traded (or, in either case, if there is
no such customary practice, on the first Local Business Day after such date on which it is reasonably practicable to
deliver such securities).
“Threshold” means, with respect to a party, the Base Currency Equivalent of the amount specified as such for that party
in Paragraph 11(b)(iii)(B); if no amount is specified, zero.
“Transferee” means, in relation to each Valuation Date, the party in respect of which Exposure is a positive number and,
in relation to a Credit Support Balance, the party which, subject to this Annex, owes such Credit Support Balance or, as
the case may be, the Value of such Credit Support Balance to the other party.
“Transferor” means, in relation to a Transferee, the other party.
“Valuation Agent” has the meaning specified in Paragraph 11(c)(i).
“Valuation Date” means each date specified in or otherwise determined pursuant to Paragraph 11(c)(ii).
“Valuation Percentage” means, for any item of Eligible Credit Support, the percentage specified in Paragraph 11(b)(ii).
“Valuation Time” has the meaning specified in Paragraph 11(c)(iii).
“Value” means, for any Valuation Date or other date for which Value is calculated, and subject to Paragraph 4 in the
case of a dispute, with respect to:
(i)

Eligible Credit Support comprised in a Credit Support Balance that is:
(A)
an amount of cash, the Base Currency Equivalent of such amount multiplied by the
applicable Valuation Percentage, if any; and
(B)
a security, the Base Currency Equivalent of the bid price obtained by the Valuation Agent
multiplied by the applicable Valuation Percentage, if any; and
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(ii)
Paragraph 11.
(a)

(b)

items that are comprised in a Credit Support Balance and are not Eligible Credit Support, zero.
Elections and Variables

Base Currency and Eligible Currency.
(i)

“Base Currency” means CHF.

(ii)

“Eligible Currency” means the Base Currency and each other currency specified here: CAD, USD,
Sterling, Euro.

Credit Support Obligations.
(i)

(ii)

Delivery Amount, Return Amount and Credit Support Amount.
(A)

“Delivery Amount”: Paragraph 2(a) shall apply, except that the words, “upon a demand
made by the Transferee” shall be deleted and the word “that” on the second line of
Paragraph 2(a) shall be replaced with the word “a”.

(B)

“Return Amount” has the meaning as specified in Paragraph 2(b); except that the words
“include any prior Delivery Amount and to” shall be deleted from Paragraph 2(b)(i).

(C)

“Credit Support Amount” has the meaning specified under the relevant definition of
Ratings Agency Requirement. In circumstances where more than one of the Ratings Agency
Requirements apply to Party A, the Credit Support Amount shall be calculated by reference
to the Ratings Agency Requirement which would result in Party A transferring the greatest
amount of Eligible Credit Support. Under no circumstances will Party A be required to
transfer more Eligible Credit Support than the greatest amount calculated in accordance with
the Ratings Agency Requirement set out below.

Eligible Credit Support. The following items will qualify as “Eligible Credit Support” for Party A:

Collateral Type
(A)

(B)

Provided Party B
will not exceed its
Prescribed Cash
Limitation and
subject to the
provision
immediately
following this
Eligible Credit
Support chart,
cash in the Base
Currency
Negotiable debt
obligations
denominated in an
Eligible Currency
issued by:
the U.S.
Treasury
Department,

Valuation Percentages in
respect of Moody’s
100%

Valuation Percentages in
respect of Fitch
100%

Valuation Percentages in
respect of DBRS
100% if cash is in the Base
Currency

In relation to residual maturity
as set out in the corresponding
order under Collateral Type:

In relation to residual maturity
as set out in the corresponding
order under Collateral Type:

In relation to residual maturity as
set out in the corresponding order
under Collateral Type:

8

Collateral Type

Valuation Percentages in
respect of Moody’s

Valuation Percentages in
respect of Fitch

Valuation Percentages in
respect of DBRS

(with local and
foreign currency
issuer ratings
equal to or greater
than AA- by Fitch
and Aa3 by
Moody’s) having
a remaining time
to maturity of:

(i)

35 days or less

(ii)

more than 35 days
but not more than
one year;

(iii)

more than one
year but not more
than 2 years

(iv)

more than 2 but
not more than 3
years

(v)

more than 3 years
but not more than
5 years;

Initial
Rating
Event

Subsequent
Rating Event

Highest
Covered
Bond Rated
AA- or
higher

Highest
Covered Bond
Rated A+ or
below

Initial Rating
Event

98% if
collateral is
in USD,
otherwise as
agreed
between
Party A and
Moody’s
98% if
collateral is
in USD,
otherwise as
agreed
between
Party A and
Moody’s
98% if
collateral is
in USD,
otherwise as
agreed
between
Party A and
Moody’s
98% if
collateral is
in USD,
otherwise as
agreed
between
Party A and
Moody’s
98% if
collateral is
in USD,
otherwise as

94% if
collateral is in
USD, otherwise
as agreed
between Party
A and Moody’s

97.5% if
collateral is
in the Base
Currency
otherwise
83.9%

98% if
collateral is in
the Base
Currency,
otherwise,
88.7%

94% if
collateral is in
USD, otherwise
as agreed
between Party
A and Moody’s

97.5% if
collateral is
in the Base
Currency
otherwise
83.9%

98% if
collateral is in
the Base
Currency,
otherwise,
88.7%

93% if
collateral is in
USD, otherwise
as agreed
between Party
A and Moody’s

96% if
collateral is
in the Base
Currency
otherwise
82.6%

97% if
collateral is in
the Base
Currency,
otherwise,
87.8%

92% if
collateral is in
USD, otherwise
as agreed
between Party
A and Moody’s

96% if
collateral is
in the Base
Currency
otherwise
82.6%

97% if
collateral is in
the Base
Currency,
otherwise,
87.8%

91% if
collateral is in
USD, otherwise
as agreed

93.5% if
collateral is
in the Base
Currency

94.5% if
collateral is in
the Base
Currency,

99.7% if
collateral is in
the Base
Currency,
otherwise, as
agreed
between Party
A and DBRS
99.7% if
collateral is in
the Base
Currency,
otherwise, as
agreed
between Party
A and DBRS
99.0% if
collateral is in
the Base
Currency,
otherwise, as
agreed
between Party
A and DBRS
99.0% if
collateral is in
the Base
Currency,
otherwise, as
agreed
between Party
A and DBRS
98.5% if
collateral is in
the Base
Currency,
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Subsequent
Rating Event
(assuming
CBL9 Covered
Bonds are
rated AA(sf) or
higher by
DBRS)
99.0% if
collateral is in
the Base
Currency,
otherwise, as
agreed between
Party A and
DBRS
99.0% if
collateral is in
the Base
Currency,
otherwise, as
agreed between
Party A and
DBRS
98.0% if
collateral is in
the Base
Currency,
otherwise, as
agreed between
Party A and
DBRS
98.0% if
collateral is in
the Base
Currency,
otherwise, as
agreed between
Party A and
DBRS
96.5% if
collateral is in
the Base
Currency,

Collateral Type

(vi)

more than 5 years
but not more than
7 years;

(vii)

more than 7 years
but not more than
10 years;

(viii)

more than
10 years but less
than 20 years

(ix)

more than 20
years but less than
30 years

(C)

Negotiable debt
obligations
denominated in an
Eligible Currency
issued by: the
Government of
Canada; or any
Province of
Canada; (with
local and foreign
currency issuer
ratings equal to or
greater than AAby Fitch, Aa3 by
Moody’s and
AA(low) or R-1
(middle) by
DBRS) having a

Valuation Percentages in
respect of Moody’s
agreed
between Party
between
A and Moody’s
Party A and
Moody’s
98% if
90% if
collateral is
collateral is in
in USD,
USD, otherwise
otherwise as
as agreed
agreed
between Party
between
A and Moody’s
Party A and
Moody’s
98% if
88% if
collateral is
collateral is in
in USD,
USD, otherwise
otherwise as
as agreed
agreed
between Party
between
A and Moody’s
Party A and
Moody’s
98% if
85% if
collateral is
collateral is in
in USD,
USD, otherwise
otherwise as
as agreed
agreed
between Party
between
A and Moody’s
Party A and
Moody’s
98% if
83% if
collateral is
collateral is in
in USD,
USD, otherwise
otherwise as
as agreed
agreed
between Party
between
A and Moody’s
Party A and
Moody’s

Valuation Percentages in
respect of Fitch
otherwise
otherwise,
80.4%
85.5%

93% if
collateral is
in the Base
Currency,
otherwise
80%

94% if
collateral is in
the Base
Currency,
otherwise,
85.1%

91.0% if
collateral is
in the Base
Currency
otherwise
78.3%

92.5% if
collateral is in
the Base
Currency,
otherwise,
83.7%

87% if
collateral is
in the Base
Currency
otherwise
74.8%

89% if
collateral is in
the Base
Currency,
otherwise,
80.5%

87% if
collateral is
in the Base
Currency
otherwise
74.8%

89% if
collateral is in
the Base
Currency,
otherwise,
80.5%
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Valuation Percentages in
respect of DBRS
otherwise, as
otherwise, as
agreed
agreed between
between Party
Party A and
A and DBRS
DBRS
98.0% if
95.0% if
collateral is in
collateral is in
the Base
the Base
Currency,
Currency,
otherwise, as
otherwise, as
agreed
agreed between
between Party
Party A and
A and DBRS
DBRS
97.5% if
93.0% if
collateral is in
collateral is in
the Base
the Base
Currency,
Currency,
otherwise, as
otherwise, as
agreed
agreed between
between Party
Party A and
A and DBRS
DBRS
97.0% if
90.0% if
collateral is in
collateral is in
the Base
the Base
Currency,
Currency,
otherwise, as
otherwise, as
agreed
agreed between
between Party
Party A and
A and DBRS
DBRS
96.0% if
86.0% if
collateral is in
collateral is in
the Base
the Base
Currency,
Currency,
otherwise, as
otherwise, as
agreed
agreed between
between Party
Party A and
A and DBRS
DBRS

Collateral Type

Valuation Percentages in
respect of Moody’s

Valuation Percentages in
respect of Fitch

Valuation Percentages in
respect of DBRS

remaining time to
maturity of:
Initial
Rating
Event

Subsequent
Rating Event

Highest
Covered
Bond Rated
AA- or
higher

Highest
Covered Bond
Rated A+ or
below

Initial Rating
Event

99.7% if
collateral is in
the Base
Currency,
otherwise, as
agreed
between Party
A and DBRS
99.7% if
collateral is in
the Base
Currency,
otherwise, as
agreed
between Party
A and DBRS
99.0% if
collateral is in
the Base
Currency,
otherwise, as
agreed
between Party
A and DBRS
98.5% if
collateral is in
the Base
Currency,
otherwise, as
agreed
between Party
A and DBRS
98.0% if
collateral is in
the Base
Currency,
otherwise, as
agreed
between Party
A and DBRS
97.5% if
collateral is in
the Base

(i)

35 days or less

To be agreed
between
Party A and
Moody’s

To be agreed
between Party
A and Moody’s

97.5% if
collateral is
in the Base
Currency
otherwise
83.9%

98% if
collateral is in
the Base
Currency,
otherwise,
88.7%

(ii)

more than 35 days
but not more than
one year;

To be agreed
between
Party A and
Moody’s

To be agreed
between Party
A and Moody’s

97.5% if
collateral is
in the Base
Currency
otherwise
83.9%

98% if
collateral is in
the Base
Currency,
otherwise,
88.7%

(iii)

More than one
year but not more
than 3 years

To be agreed
between
Party A and
Moody’s

To be agreed
between Party
A and Moody’s

96% if
collateral is
in the Base
Currency
otherwise
82.6%

97% if
collateral is in
the Base
Currency,
otherwise,
87.8%

(iv)

more than 3 years
but not more than
5 years;

To be agreed
between
Party A and
Moody’s

To be agreed
between Party
A and Moody’s

93.5% if
collateral is
in the Base
Currency
otherwise
80.4%

94.5% if
collateral is in
the Base
Currency,
otherwise,
85.5%

(v)

more than 5 years
but not more than
7 years; or

To be agreed
between
Party A and
Moody’s

To be agreed
between Party
A and Moody’s

93% if
collateral is
in the Base
Currency,
otherwise
80%

94% if
collateral is in
the Base
Currency,
otherwise,
85.1%

(vi)

More than 7 years
but not more than
10 years

To be agreed
between
Party A and

To be agreed
between Party
A and Moody’s

91.0% if
collateral is
in the Base

92.5% if
collateral is in
the Base
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Subsequent
Rating Event
(assuming
CBL9 Covered
Bonds are
rated AA(sf) or
higher by
DBRS)
99.0% if
collateral is in
the Base
Currency,
otherwise, as
agreed between
Party A and
DBRS
99.0% if
collateral is in
the Base
Currency,
otherwise, as
agreed between
Party A and
DBRS
98.0% if
collateral is in
the Base
Currency,
otherwise, as
agreed between
Party A and
DBRS
96.5% if
collateral is in
the Base
Currency,
otherwise, as
agreed between
Party A and
DBRS
95.0% if
collateral is in
the Base
Currency,
otherwise, as
agreed between
Party A and
DBRS
93.0% if
collateral is in
the Base

Collateral Type

Valuation Percentages in
respect of Moody’s
Moody’s

Valuation Percentages in
respect of Fitch
Currency
Currency,
otherwise
otherwise,
78.3%
83.7%

(vii)

more than
10 years but not
more than 20
years

To be agreed
between
Party A and
Moody’s

To be agreed
between Party
A and Moody’s

87% if
collateral is
in the Base
Currency
otherwise
74.8%

89% if
collateral is in
the Base
Currency,
otherwise,
80.5%

(viii)

more than 20
years but not more
than 30 years

To be agreed
between
Party A and
Moody’s

To be agreed
between Party
A and Moody’s

87% if
collateral is
in the Base
Currency
otherwise
74.8%

89% if
collateral is in
the Base
Currency,
otherwise,
80.5%

(D)

Such other items
as agreed between
Party A and the
Rating Agencies,
from time to time,
which Party B can
lawfully receive
from, and transfer
back to, Party A
as required, that
will qualify as
Eligible Credit
Support.

To be agreed between Party A
and Moody’s

To be agreed between Party A
and Fitch

Valuation Percentages in
respect of DBRS
Currency,
Currency,
otherwise, as
otherwise, as
agreed
agreed between
between Party
Party A and
A and DBRS
DBRS
97.0% if
90.0% if
collateral is in
collateral is in
the Base
the Base
Currency,
Currency,
otherwise, as
otherwise, as
agreed
agreed between
between Party
Party A and
A and DBRS
DBRS
96.0% if
86.0% if
collateral is in
collateral is in
the Base
the Base
Currency,
Currency,
otherwise, as
otherwise, as
agreed
agreed between
between Party
Party A and
A and DBRS
DBRS
To be agreed between Party A and
DBRS

In order to ensure that the amount of cash held by Party B on any day, including the amount of cash
transferred to Party B hereunder, does not in the aggregate exceed Party B’s Prescribed Cash
Limitation, upon providing notice to Party A, Party B shall exchange all or a portion of cash originally
transferred as Eligible Credit Support hereunder (such amount of cash to be exchanged, the “Original
Cash Amount”) for non-cash Eligible Credit Support having a Value at least equal to the Original
Cash Amount.
For the avoidance of doubt, where negotiable debt obligations are rated by only one of the above
relevant rating agencies, the rating applied will be based on the rating of that agency.
Where the ratings and/or the Valuation Percentages of the relevant rating agencies differ with respect
to the same negotiable debt obligation, for the purposes of B to D above the lower of the ratings
and/or the Valuation Percentages, as the case maybe, shall apply.
For the purpose of this Annex, references to the “relevant rating agency” shall mean the rating agency
whose Ratings Agency Requirement will be used to determine the amount of Eligible Credit Support
that Party A is required to transfer to Party B following a credit ratings downgrade of Party A.
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(iii)

Thresholds.
(A)

“Independent Amount” means, for Party A and Party B, with respect to each Transaction,
zero.

(B)

“Threshold” means, for Party A: infinity, unless, (A) (i) an Initial Rating Event has occurred
and is continuing for 10 Business Days AND (ii) Party A has not otherwise complied with
Part 5(k)(i) of the Agreement, OR (B) (i) a Subsequent Rating Event has occurred and is
continuing for 10 Business Days AND (ii) Party A has not otherwise complied with
Part 5(k)(ii) of the Agreement, then its Threshold shall be zero.
“Threshold” means, for Party B: infinity.

(c)

(C)

“Minimum Transfer Amount” means, with respect to Party A and Party B, CAD 50,000;
provided, that if (1) an Event of Default has occurred and is continuing with respect to
Party A, or (2) an Additional Termination Event has occurred in respect of which Party A is
an Affected Party, the Minimum Transfer Amount with respect to such party shall be zero.

(D)

“Rounding” The Delivery Amount and the Return Amount will be rounded up and down to
the nearest integral multiple of CAD 10,000 respectively, subject to the maximum Return
Amount being equal to the Credit Support Balance.

Valuation and Timing.
(i)

“Valuation Agent”. means, Party A in all circumstances.

(ii)

“Valuation Date”. means each Local Business Day in Toronto.

(iii)

“Valuation Time”. means 5:00 p.m. Toronto time on the Local Business Day immediately preceding
the Valuation Date or date of calculation, as applicable; provided that the calculations of Value and
Exposure will be made at approximately the same time on the same date.

(iv)

“Notification Time”. means by 1:00 p.m., Toronto time, on a Local Business Day.

(d)

Exchange Date. “Exchange Date” has the meaning specified in paragraph 3(c)(ii).

(e)

Dispute Resolution.
(i)

“Resolution Time” means 1:00 p.m., Toronto time, on the Local Business Day following the date on
which notice is given that gives rise to a dispute under Paragraph 4.

(ii)

Value. For the purpose of Paragraph 4(a)(4)(i)(C) and 4(a)(4)(ii), the Value of the outstanding Credit
Support Balance or of any transfer of Eligible Credit Support or Equivalent Credit Support, as the case
may be, will be calculated as follows:
Disputes over Value will be resolved by the Valuation Agent seeking three mid-market quotes as of
the relevant Valuation Date or date of Transfer from parties that (i) regularly act as dealers in the
securities or other property in question and (ii) are dealers that have been approved by DBRS. The
Value will be the arithmetic mean of the quotes received by the Valuation Agent multiplied by the
applicable Valuation Percentage.

(iii)

Alternative. The provisions of Paragraph 4 will apply.
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(f)

Distribution and Interest Amount.
(i)

Interest Rate. The “Interest Rate” means, in relation to each Eligible Currency and in respect of an
Interest Period, the rate of interest earned by the Transferee for such Interest Period on the principal
amount of the portion of the Credit Support Balance comprised of cash in such currency.

(ii)

Transfer of Interest Amount. The transfer of the Interest Amount will be made on the second Local
Business Day following the end of each calendar month to the extent that Party B has earned and
received such amount of interest and that a Delivery Amount would not be created or increased by that
transfer, and on any other Local Business Day on which Equivalent Credit Support is transferred to
the Transferor pursuant to Paragraph 2(b), provided that Party B shall only be obliged to transfer any
Interest Amount to Party A to the extent that it has received such amount.

(iii)

Alternative to Interest Amount. The provisions of Paragraph 5(c)(ii) will apply. For the purposes
of calculating the Interest Amount the amount of interest calculated for each day of the Interest Period
shall, with respect to any Eligible Currency, be compounded daily.

(iv)

Interest Amount. The definition of “Interest Amount” shall be deleted and replaced with the
following:
“Interest Amount” means, with respect to an Interest Period and each portion of the Credit Support
Balance comprised of cash in an Eligible Currency, any amount of interest received (net of any
deduction or withholding for or on account of any tax) by the Transferee during such Interest Period
on the principal amount of such portion of the Credit Support Balance comprised of cash.

(v)

Distributions. The definition of “Distributions” shall be deleted and replaced with the following:
“Distributions” means, with respect to any Eligible Credit Support comprised in the Credit Support
Balance consisting of securities, all principal, interest and other payments and distributions of cash or
other property received (net of any deduction or withholding for or on account of any tax) by the
Transferee from time to time.

(vi)

Distribution Date. The definition of “Distribution Date” shall be deleted and replaced with the
following:
“Distribution Date” means, with respect to any Eligible Credit Support comprised in the Credit
Support Balance other than cash, each date on which the Transferee receives Distributions or, if that
date is not a Valuation Date, the next following Valuation Date.

(vii)

(g)

Transfer of Distributions. The Transferee shall only be obliged to transfer Equivalent Distributions
under Paragraph 5(c)(i) if the Valuation Agent has confirmed in writing that no Delivery Amount
would be created or increased by the transfer (and the date of calculation will be deemed a Valuation
Date for this purpose)., and on any other Local Business Day on which Equivalent Credit Support is
transferred to the Transferor pursuant to Paragraph 2(b), provided that Party B shall only be obliged to
transfer any Interest Amount to Party A to the extent that it has received such amount.

Addresses for Transfers.
Party A:
For US Dollars:
CHASE NYC
For CIBC Toronto
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For EURO:
KBC BANK NV, BRUSSELS
Swift Code:
For: CIBC TORONTO

For GBP:
BARCLAYS BANK PLC, LONDON
Swift Code:
For: CIBC TORONTO

For CAD and CHF:
To be advised
Party B:
To be advised
(h)

Other Provisions.
(i)

Transfer Timing.
(A)

The final paragraph of Paragraph 3(a) shall be deleted and replaced with the following:
“Subject to Paragraph 4, and unless otherwise specified, any transfer of Eligible Credit
Support or Equivalent Credit Support (whether by the Transferor pursuant to Paragraph 2(a)
or by the Transferee pursuant to Paragraph 2(b)) shall be made not later than the close of
business on the Settlement Day.”

(B)

The definition of Settlement Day shall be deleted and replaced with the following:
“Settlement Day” means the next Local Business Day after the Demand Date”.

(C)

For the purposes of this Paragraph 11(h)(i):
“Demand Date” means, with respect to a transfer by a party:
(i)

in the case of a transfer pursuant to Paragraph 2, Paragraph 3 or Paragraph 4(a)(2),
the relevant Valuation Date. For the avoidance of doubt, for the purposes of
Paragraph 2 and Paragraph 4(a)(2), the Transferor will be deemed to receive notice
of the demand by the Transferee to make a transfer of Eligible Credit Support; and

(ii)

in the case of a transfer pursuant to Paragraph 3(c)(ii)(A), the date on which the
Transferee has given its consent to the proposed exchange.

For the avoidance of doubt, on each Demand Date the Transferor shall deliver to the Transferee and
the Trustee a statement showing the amount of Eligible Credit Support to be delivered.
(ii)

Early Termination.
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The heading for Paragraph 6 shall be deleted and replaced with “Early Termination” and the following
shall be added after the word “Default” in the first line of Paragraph 6, “or a Termination Event in
relation to all (but not less than all) Transactions”. The words “or an Affected Party” shall be added
after the word “Party” in the fourth line of Paragraph 6.
When no amounts are or may become payable by the Transferor with respect to any obligations under
the Agreement (except for any potential liability under Section 2(d) of the Agreement), the Transferee
will transfer to the Transferor Equivalent Credit Support having a Value as close as practicable to the
Credit Support Balance with respect to the Transferor and the Interest Amount, if any. For this
purpose, the Valuation Percentage for any item of the Credit Support Balance shall be 100%.
(iii)

Costs of Transfer on Exchange.
Notwithstanding Paragraph 8, the Transferor will be responsible for, and will reimburse the Transferee
for, all transfer and other taxes and other costs involved in the transfer of Eligible Credit Support
either from the Transferor to the Transferee or from the Transferee to the Transferor hereto.

(iv)

Cumulative Rights.
The rights, powers and remedies of the Transferee under this Annex shall be in addition to all rights,
powers and remedies given to the Transferee by the Agreement or by virtue of any statute or rule of
law, all of which rights, powers and remedies shall be cumulative and may be exercised successively
or concurrently without impairing the rights of the Transferee in the Credit Support Balance created
pursuant to this Annex.

(v)

Single Transferor and Single Transferee.
Party A and Party B agree that, notwithstanding anything to the contrary in this Annex, (including,
without limitation, the recital hereto, Paragraph 2 or the definitions in Paragraph 10), (a) the term
“Transferee” as used in this Annex means only Party B; (b) the term “Transferor” as used in this
Annex means only Party A; (c) only Party A will be required to make transfers of Eligible Credit
Support under Paragraph 2(a); and (d) in the calculation of any Credit Support Amount, where the
Transferee’s Exposure would be expressed as a negative number, such Exposure shall be deemed to
be zero.

(vi)

Ratings Agency Requirement.
“Rating Agency Requirement” means the Moody’s Requirements, the DBRS Requirements and the
Fitch Requirements, as defined below.
(i)

Moody’s Requirements.
“Credit Support Amount” shall equal, with respect to a Transferor on a Valuation Date,
(A) the greatest of:
(i)

zero;

(ii)

the aggregate amount of the Next Payments for all Next Payment Dates, provided
that, to the extent that any Next Payment (or portion thereof) cannot be determined
with certainty on such Valuation Date due to variables that are to be determined on
a date following such Valuation Date, it shall be calculated by reference to the
Valuation Agent’s prediction of what such variables will be and such prediction
shall be made by the Valuation Agent in a commercially reasonable manner using
the information then available to it; and
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(iii)

the sum of (x) the Transferee’s Exposure and (y) the aggregate of the Moody’s
Additional Amounts for all Transactions,

less (B) the Threshold for Party A.
“Moody’s Additional Amount” means:
(A)

in respect of any Transaction that is both a cross-currency hedge and an Optionality
Hedge, the lesser of (x) the sum of (1) the product of Transaction Notional Amount
for such Transaction for the Calculation Period which includes such Valuation Date
and the Moody’s Cross Currency Notional Amount Lower Multiplier and (2) the
product of the Moody’s Cross Currency DV01 Multiplier (Optionality) and the
Transaction Cross Currency DV01 for such Transaction and (y) the product of the
Moody’s Cross Currency Notional Amount Higher Multiplier (Optionality) and the
Transaction Notional Amount for such Transaction for the Calculation Period
which includes such Valuation Date;

(B)

in respect of any Transaction that is a cross-currency hedge and is not an
Optionality Hedge, the lesser of (x) the sum of (1) the product of Transaction
Notional Amount for such Transaction for the Calculation Period which includes
such Valuation Date and the Moody’s Cross Currency Notional Amount Lower
Multiplier and (2) the Moody’s Cross Currency DV01 Multiplier and the
Transaction Cross Currency DV01 for such Transaction and (y) the product of the
Moody’s Cross Currency Notional Amount Higher Multiplier and the Transaction
Notional Amount for such Transaction for the Calculation Period which includes
such Valuation Date;

(C)

in respect of any Transaction that is not a cross-currency hedge and is an
Optionality Hedge, the lesser of (x) the product of the Moody’s Single Currency
DV01 Multiplier (Optionality) and the Transaction Single Currency DV01 for such
Transaction and (y) the product of the Moody’s Single Currency Notional Amount
Multiplier (Optionality) and the Transaction Notional Amount for such Transaction
for the Calculation Period which includes such Valuation Date; and

(D)

in respect of any Transaction that is neither a cross-currency hedge nor an
Optionality Hedge, the lesser of (x) the product of the Moody’s Single Currency
DV01 Multiplier and the Transaction Single Currency DV01 for such Transaction
and (y) the product of the Moody’s Single Currency Notional Amount Multiplier
and the Transaction Notional Amount for such Transaction for the Calculation
Period which includes such Valuation Date.

“Moody’s Cross Currency DV01 Multiplier” means, (A) if each Local Business Day is a
Valuation Date, 15 and (B) otherwise, 25.
“Moody’s Cross Currency DV01 Multiplier (Optionality)” means, (A) if each Local
Business Day is a Valuation Date, 30 and (B) otherwise, 40.
“Moody’s Cross Currency Notional Amount Higher Multiplier” means, (A) if each
Local Business Day is a Valuation Date, 0.09 and (B) otherwise, 0.1.
“Moody’s Cross Currency Notional Amount Higher Multiplier (Optionality)” means,
(A) if each Local Business Day is a Valuation Date, 0.11 and (B) otherwise, 0.12.
“Moody’s Cross Currency Notional Amount Lower Multiplier” means, (A) if each Local
Business Day is a Valuation Date, 0.06 and (B) otherwise, 0.07.
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“Moody’s Single Currency DV01 Multiplier” means, (A) if each Local Business Day is a
Valuation Date, 50 and (B) otherwise, 60.
“Moody’s Single Currency DV01 Multiplier (Optionality)” means, (A) if each Local
Business Day is a Valuation Date, 65 and (B) otherwise, 75.
“Moody’s Single Currency Notional Amount Multiplier” means, (A) if each Local
Business Day is a Valuation Date, 0.08 and (B) otherwise, 0.09.
“Moody’s Single Currency Notional Amount Multiplier (Optionality)” means, (A) if
each Local Business Day is a Valuation Date, 0.10 and (B) otherwise, 0.11.
“Next Payment” means, in respect of each Next Payment Date, the Base Currency
Equivalent of any payments due to be made by Party A under Section 2(a) (after taking
account of any applicable netting under Section 2(c)) on such Next Payment Date.
“Next Payment Date” means each date on which the next scheduled payment under any
Transaction (other than the Transaction constituted by this Annex) is due to be paid or would
be due to be paid but for the application of netting.
“Optionality Hedge” means any Transaction that is a cap, floor, swaption, or a
Transaction-Specific Hedge.
“Transaction Cross Currency DV01” means, with respect to a Transaction and any date of
determination, the greater of (i) the estimated absolute change in the Base Currency
Equivalent in the mid-market value with respect to such Transaction that would result from a
one basis point change in the relevant swap curve (denominated in the currency of Party A’s
payment obligations under such Transaction) on such date and (ii) the estimated absolute
change in the Base Currency Equivalent of the mid-market value with respect to such
Transaction that would result from a one basis point change in the relevant swap curve
(denominated in the currency of Party B’s payment obligations under such Transaction) on
such date, in each case as determined by the Valuation Agent in good faith and in a
commercially reasonable manner in accordance with the relevant methodology customarily
used by the Valuation Agent.
“Transaction Notional Amount” means (A) in respect of any Transaction that is a cross
currency hedge, the Base Currency Equivalent of the Currency Amount applicable to
Party A’s payment obligations and (B) in respect of any other Transaction, the Base
Currency Equivalent of the Notional Amount.
“Transaction Single Currency DV01” means, with respect to a Transaction and any date of
determination, the estimated absolute change in the Base Currency Equivalent of the
mid-market value with respect to such Transaction that would result from a one basis point
change in the relevant swap curve on such date, as determined by the Valuation Agent in
good faith and in a commercially reasonable manner in accordance with the relevant
methodology customarily used by the Valuation Agent.
“Transaction-Specific Hedge” means any Transaction in respect of which the Transaction
Notional Amount for each Calculation Period is “balance guaranteed” or otherwise not an
amount that is fixed at the inception of the Transaction.
(ii)

Fitch Requirements.
"Credit Support Amount" shall mean, with respect to a Transferor on the Valuation
Date:
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(a) if the long-term issuer default rating of Party A or its Credit Support Provider is below
the Minimum Fitch Rating (as defined in Part 5(k) of the Schedule to the Agreement) but the
short-term issuer default rating of Party A or its Credit Support Provider is at least as high as
"F2" (or its equivalent) and the long-term issuer default rating of Party A or its Credit
Support Provider is at least as high as "A-" (or its equivalent) by Fitch, the result of the
following formula:
max [0; MV plus (Liquidity Adjustment multiplied by VC multiplied by 70% multiplied by
N)] minus the Threshold for Party A; and
(b) if the long-term issuer default rating of Party A or its Credit Support Provider ceases to
be at least as high as "A-" (or its equivalent) by Fitch, but the short-term issuer default rating
of Party A or its Credit Support Provider is at least as high as "F2" (or its equivalent) and the
long-term issuer default rating of Party A or its Credit Support Provider is at least as high as
"BBB+" (or its equivalent) by Fitch, the result of the following formula:
max [0; MV plus (Liquidity Adjustment multiplied by VC multiplied by N)] minus the
Threshold for Party A; and
(c) if the short-term issuer default rating of Party A or its Credit Support Provider ceases to
be at least "F2" (or its equivalent) or the long-term issuer default rating of Party A or its
Credit Support Provider ceases to be at least as high as “BBB+” (or its equivalent) by Fitch,
the result of the following formula:
max [0; MV plus (Liquidity Adjustment multiplied by VC multiplied by N multiplied by
1.25)] minus the Threshold for Party A;
where:
"BLA" means basic liquidity adjustment which is 0% or 25% as determined by Fitch in
accordance with the Fitch Criteria;
"Liquidity Adjustment" means (1 + BLA) multiplied by (1 plus max (0%; 5%
multiplied by (WAL - 20));
"max" means maximum;
"MV" means the Transferee’s Exposure;
"VC" means the applicable volatility cushion at that time as determined by reference to
percentages set out in the relevant table under the section headed "Volatility Cushions" in
the addendum entitled "Counterparty Criteria for Structured Finance and Covered Bonds:
Derivative Addendum" published by Fitch and dated May 14, 2014 as amended and
supplemented from time to time;
"N" means the sum of the Transaction Notional Amount(s) for each outstanding
Transaction under this Agreement (other than the Transaction constituted by this Annex)
at that time. Where the Transaction Notional Amounts differ under this Agreement, the
higher of the Transaction Notional Amounts is expected to be used; and
"WAL" means the weighted average life of the Transaction determined in the manner
described in "Volatility Cushions" appearing in the Fitch Criteria;
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"Fitch Criteria" means the criteria used by Fitch as set out in the reports by Fitch Ratings
dated May 14, 2014 and headed "Counterparty Criteria for Structured Finance and Covered
Bonds" and "Counterparty Criteria for Structured Finance Transactions: Derivative
Addendum", each as amended and supplemented from time to time.
(iv)

DBRS Requirements.

“Credit Support Amount” for an Initial Rating Event shall equal, with respect to a
Transferor on a Valuation Date, (A) the greater of:
(i)

zero; and

(ii)

the sum of (x) the Transferee’s Exposure and (y) the Notional Amount of
such Transaction on such Valuation Date multiplied by the respective
derivative volatility cushion set out below:

Weighted Average Life of
Transaction in Years

Derivative Volatility Cushion
(Initial Rating Event)

1 or less

2.00%

3 or less but more than 1

2.50%

5 or less but more than 3

2.75%

7 or less but more than 5

3.00%

10 or less but more than 7

3.50%

20 or less but more than 10

4.25%

more than 20

5.00%

minus (B) the Threshold for Party A.
“Credit Support Amount” for a Subsequent Rating Event shall equal, with respect
to a Transferor on a Valuation Date, (A) the greatest of:
(i)

zero;

(ii)

an amount equal to the Base Currency Equivalent of the payment due to be
made by Party A under Section 2(a) (after taking account of any applicable
netting under Section 2(c)) on the next scheduled Payment Date under such
Transaction; and

(iii)

the sum of (x) the Transferee’s Exposure and (y) the Notional Amount of
such Transaction on such Valuation Date multiplied by the respective
derivative volatility cushion set out below:
Weighted Average Life of
Transaction in Years

Derivative Volatility Cushion
(Initial Rating Event)

1 or less

7.00%

3 or less but more than 1

7.50%

20

5 or less but more than 3

8.00%

7 or less but more than 5

9.00%

10 or less but more than 7

10.00%

20 or less but more than 10

12.00%

more than 20

14.00%

minus (B) the Threshold for Party A.
(vii)

Local Business Day.
For the purposes of this Annex only, “Local Business Day” means any day on which commercial
banks in London, New York and Toronto are open.

(viii)

Demands and Notices.
All demands, specifications and notices under this Annex will be made pursuant to Section 12 of this
Agreement.

(ix)

Definitions. The following amendments shall be made to paragraph 10 (Definitions):
(a)

Interest Period. The definition of “Interest Period” is deleted and replaced with the
following:
“Interest Period” means each period from (and including) the first day of a calendar month
(or, if no Eligible Credit Support or Equivalent Credit Support in the form of cash has yet
been transferred, the Local Business Day on which the Eligible Credit Support or Equivalent
Credit Support in the form of cash was transferred to or received by the Transferee) to (and
including) the last day of that calendar month (or, if a Return Amount consisting wholly or
partly of cash is transferred to the Transferor, to (but excluding) the Local Business Day that
a Return Amount consisting wholly or partly of cash is transferred to the Transferor) on a
non-compound basis.

(x)

Definitions.
As used in this Annex, the following terms shall mean:
“Cross-Currency Swap” means any cross-currency swap rate transaction between Party A and
Party B entered into pursuant to the Agreement as evidenced by a Confirmation;
“DBRS” means DBRS Limited and includes any successors thereto;
“Fitch” means Fitch Ratings, Inc. and includes any successors thereto;
“Interest Rate Cap” means any interest rate cap transaction entered into pursuant to the Agreement
between Party A and Party B as evidenced by a Confirmation;
“Interest Rate Swap” means any interest rate swap transaction entered into pursuant to the
Agreement between Party A and Party B as evidenced by a Confirmation;
“Libor Basis Swap” means any libor basis swap transaction between Party A and Party B entered into
pursuant to the Agreement as evidenced by a Confirmation.
“Moody’s” means Moody’s Investors Service Limited and includes any successors thereto;
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“Rating Agencies” means Moody’s, DBRS and Fitch;
“Transaction” means a Transaction entered into pursuant to this Agreement; and
“Transaction Notional Amount” means in respect of a Valuation Date, the Currency Amount
applicable to Party A in respect of a Cross Currency Swap Transaction, or in respect of an Interest
Rate Swap Transaction, the Notional Amount of such Interest Rate Swap Transaction, each as at such
Valuation Date.
(xi)

Independent Valuation
The mark-to-market calculations and the correct and timely posting of any collateral posted pursuant
to this Agreement shall be subject to an annual external audit, as part of the Transferor's annual
reporting or separately, which comprises a validation of the methodology employed in accordance
with the Fitch Criteria.

(xii)

Value. Paragraph (i)(B) of the definition of “Value” shall be deleted in its entirety and replaced with
the following: “(i)(B) a security, the Base Currency Equivalent of the bid price obtained by the
Valuation Agent (or, if the Valuation Agent is a Defaulting Party and the Transferee has, by way of
written notice to the Valuation Agent, nominated another entity to calculated the Value of securities,
such entity) multiplied by the applicable Valuation Percentage, if any; and”.

(xiii)

Exchange. The Transferee shall only be obliged to transfer Equivalent Credit Support under
Paragraph 3(c)(ii) if the Valuation Agent has confirmed in writing that no Delivery Amount would be
created or increased by the transfer (and the date of calculation will be deemed a Valuation Date for
this purpose).

(xiv)

Calculations. Paragraph 3(b) shall be amended by inserting the words, “, Credit Support Amount”
after the word “Value”.

(xv)

Exposure. For purposes of this Agreement and any other Transaction Document, in determining a
party’s Exposure under this Agreement, all outstanding Transactions shall be deemed to be in effect at
the time of such determination notwithstanding the Effective Date thereof as set out in the relevant
Confirmation.
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December 22, 2015

December 22, 2015

