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Québec Perfection – Sales of Receivables

The previous sections of this publication have addressed DBRS criteria and requirements applicable in 
Canada’s common law jurisdictions. This section will focus on the sale of receivables in Québec. The rules 
applicable to this aspect of a securitization transaction are signifi cantly different than those applicable 
in other provinces. Due to uncertainty in this area of Québec law, the contents of this section should be 
considered guidelines subject to more case-to-case analysis than the criteria described in other sections. 
While these guidelines do not address all aspects of registration and perfection practices in Québec, DBRS 
believes the guidelines described will assist sellers, intermediaries and their counsel when considering the 
requirements to achieve a particular rating for their transactions, will provide greater transparency to 
securitization participants and will foster consistency in the marketplace.

In Québec, the legislation governing perfection of a security interest and the sales of receivables is sig-
nifi cantly different from the PPSAs in force in the nine common law provinces. Registrations cannot be 
made before the close of a transaction, and the method of perfecting the sale by registration, or rendering 
it enforceable as against third parties, is subject to greater legal debate because there is a lack of clear 
legislative provisions and an absence of clarifying case law. The uncertainty relates to the concept of a 
universality of claims (described in more detail below). When the claims or receivables sold do not consti-
tute a universality of claims, perfection is only attained by providing notice of the sale to obligors, thereby 
allowing the SPV to protect its rights in the assets against a trustee in bankruptcy.

THE QUÉBEC CIVIL CODE
In Québec, the legislation governing the sale of receivables is, in general, the Civil Code of Québec 
(Civil Code). The Civil Code may apply to a sale of assets where (1) one or more Obligors are located in 
Québec or (2) collections on the assets are payable at a location or to an account situated or maintained 
in Québec. Collectively, they are referred to as the Québec Assets.

The Civil Code is different from the PPSAs in several important aspects: 

(1) Registration of the sale is not possible before the transaction closes. The time frame for obtaining a 
confi rmation of registration once a fi ling has been made is typically quite short; nevertheless, DBRS will 
insist that the required registrations be completed as soon as possible but no later than 14 days after 
closing.

(2) A sale of Québec Assets may only be perfected by registration if the Québec Assets constitute a univer-
sality of claims. Notice to the underlying Obligors or the consent of the underlying Obligors is required to 
perfect the sale of Québec Assets or render the SPV’s interest in Québec Assets enforceable against third 
parties in the absence of a universality to support a registration or if the parties decide not to register the 
assignment of a universality of claims.

(3) Each sale (or universality) of Québec Assets requires a separate registration, but it is possible to 
register a sale of present and future Québec Assets via a single registration if the transfer language is 
drafted adequately for this purpose. Where applicable, DBRS will review this language with Québec 
counsel to ensure it satisfi es Québec law requirements for a single registration.

(4) Particular registrations with respect to the sale of Québec Assets arising under installment sale con-
tracts, leasing (crédit-bail) contracts or leases are generally required to render certain rights of the assignee 
related to those agreements enforceable against third parties. Those registrations may not in all cases 
relieve the Originator of the necessity of making a registration with respect to the sale of receivables (i.e., 
the universality of claims registration) payable under those agreements. DBRS will continue to consider 



Legal Criteria for Canadian Structured Finance
September 2009

47

these other registration issues on a transaction-by-transaction basis as this publication seeks to clarify 
DBRS perfection requirements for a sale of Québec Assets (i.e., receivables). These guidelines do not 
attempt to fully address issues surrounding the transfers of rights related to certain contracts such as 
leases, leasing contracts and installment sales contracts.

DBRS QUÉBEC GUIDELINES
DBRS expects legal counsel to work within the following broad guidelines, recognizing that the require-
ment for bankruptcy remoteness of a securitization transaction is a pre-condition for achieving a DBRS 
credit rating.

General Registration Requirements

(1) Registrations will be required for any transaction where more than 2% of the assets sold to an SPV 
are Québec Assets.

(2) Registrations made with respect to Québec Assets should be made as soon as possible and in any event 
within 14 days of closing. Each sale will also require the appropriate searches and opinions. Opinions 
relating to Québec registrations are required to be delivered within 30 days following closing to allow 
time for searches, confi rmations and corrections to the registrations to be conducted, received or made.

(3) Appropriate registrations relating to the transfer of certain rights under installment sales contracts, 
leasing contracts or leases, if required to be made, should be made within the above time period.

Universality of Claims and Notifi cation Requirement
With respect to the requirement that the sale of Québec Assets consisting of a universality of claims be 
perfected by registration, the lack of a common legal view has led to a variance in market practice over 
the years. A universality is a concept that is unique to Québec law. The Civil Code does not provide any 
defi nition of universality, but the legal community agrees that it is essentially a grouping or category of 
identifi able claims or other assets. However, the lack of a defi nition, combined with the lack of any case 
law, has led to variations in the treatment of this Québec issue by leading Canadian law fi rms, resulting 
in differing structural protections for any given transaction. DBRS believes that the following statements 
have received acceptance among the legal community in Québec:
•  If a universality of claims exists, registration of an appropriate form with respect to the sale of the 

Québec Assets in the Register of Personal and Movable Real Rights (the Registre des droits personnels 
et réels mobiliers) in Québec is suffi cient under Québec law to render the SPV’s interest in the Québec 
Assets remote from the bankruptcy of the Originator.

•  If a universality of claims does not exist, the only way to ensure that the sale of Québec Assets is bank-
ruptcy remote is to provide notifi cation to each of the Obligors of Québec Assets (Québec Obligors) or 
to obtain their consent to the sale.

Unfortunately, a common view has not developed as to what factors are necessary to characterize a group 
of Québec Assets as a universality of claims. While there appears to be a general consensus that a univer-
sality of claims is an identifi able group or category of claims that have elements of commonality, there 
does not always appear to be consensus on the elements of commonality that are required to constitute a 
universality nor consensus on whether those elements must appear on the registration.

Accordingly, until (1) all leading Canadian law fi rms develop a common view as to what factors are 
necessary to characterize a group of Québec Assets as a universality of claims, (2) Québec legislation is 
amended or (3) case law is developed that provides further guidance, DBRS will consider each transaction 
on its facts but will generally require the following with respect to the registration or notice of transfers 
of Québec Assets: 
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(1) Registration will be required for each sale of Québec Assets between an Originator and an SPV, 
irrespective of whether it can be said with certainty that a universality of claims has been created. Where 
it can be said with certainty that a universality of claims exists, the description of the universality of claims 
should appear in the registration even if a list of Québec Assets is included in such registration. Only in rare 
circumstances will DBRS depart from this requirement for a registration (e.g., where Québec law does not 
apply (based on confl ict rules) despite the presence of Québec Assets or where daily sales of assets are made). 
When daily sales of assets are made, an arrangement acceptable to DBRS and the SPV must be in place. Even 
if there is no consensus on the existence of a universality of claims, a registration (cautionary fi ling) should 
still be made.

(2) An opinion from Québec counsel will be required, stating one of the following:

(a) Under confl ict of laws rules, Québec would not look to its own laws regarding the need to perfect 
a sale of Québec Assets. Under Québec confl ict of laws rules, Québec would look to the laws of 
another jurisdiction and the laws of that other jurisdiction would govern perfection of the sale. 

(b) If Québec laws are applicable, (i) the Québec Assets would constitute a universality of claims 
and upon registration in the appropriate offi ces (with a follow-up report, if necessary, confi rming the 
making of those registrations), the SPV’s interest in the Québec Assets will be remote from the bank-
ruptcy of the Originator or (2) where legal counsel is not prepared to provide (a) or (b)(i) above and 
the exceptions to the registration requirement (as per point (1) above) are not applicable nor agreed 
to by DBRS, a cautionary fi ling has been made or submitted for registration and a follow-up report 
confi rming the registration is delivered.

(3) In specifi c instances, the documentation requires the SPV to require the Originator to notify Québec 
Obligors of the assignment or sale of Québec Assets when a triggering event occurs. This notice provi-
sion will be required where Québec law applies or may apply; when it is unclear whether the elements of 
commonality required to create a universality of claims are present; and when there is no consensus, as 
determined by DBRS, among the Québec legal bar on that commonality. An unqualifi ed universality of 
claims opinion will not be accepted by DBRS in place of the notice provision unless, as noted below, the 
sale of Québec Assets is structured in a manner that contains an acceptable description of the universality 
of claims and is not simply a list of assets. DBRS takes this position because there is no consensus among 
law fi rms on whether a list has the necessary elements of commonality to create a universality of claims. 
For example, a registration made with respect to a sale of all Québec Assets owned by an Originator and 
originated between certain dates with specifi c exclusions (described in a manner acceptable to DBRS, 
acting on advice of counsel) that is accompanied by an unqualifi ed universality of claims opinion from a 
Québec counsel would be an acceptable alternative to the notice provision, whereas the registration of a 
list of the Québec Assets, with no description of the elements of commonality required to constitute the 
universality of claims, would not be acceptable as it would not render the SPV’s interests in the Québec 
Assets opposable against third parties, such as the Originator’s trustee in bankruptcy. As such, DBRS 
will need to consult with Originators and their legal counsel well in advance of a transaction’s closing to 
determine how the pool of Québec Assets being sold to the SPV has been selected and how it is intended 
to be perfected under Québec law.

(4) Where an Originator’s chief executive offi ce is located in the province of Québec, the sale document 
would need to provide for the ability to give notice to all Obligors and not just Québec Obligors if the 
notice provision is required in accordance with point (3) above, based on an analysis of the selection of 
all assets subject to the sale. This is required since there is no clear view that confl ict of laws rules would 
allow a sale of assets (owing by Obligors located outside of Québec) to be perfected by a registration in 
that non-Québec jurisdiction alone. Perfection in Québec may also be required and therefore the notice 
provision should apply accordingly.
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Obligor Notifi cation Triggers
Given the time and administrative requirements involved in providing notice to Québec Obligors, the 
event that triggers the notice requirement must provide ample time to ensure the notice can be provided 
to all Québec Obligors before the bankruptcy of the Originator. 

Where an Originator has issued debt that is rated by a rating agency, DBRS would request that the notice 
requirement trigger be based on ratings. Typically, such notice would be required if the Originator’s long-
term rating declines below BBB (low). Where an Originator’s obligations are not rated, the trigger would 
be based on some event agreed upon by the Originator, the SPV and DBRS, such as a fi nancial viability 
test, the rating of a performance guarantor or parent company of the Originator falling below investment 
grade. Once an appropriate trigger has been determined for a transaction, the documentation should 
specify an appropriate time frame for the Originator to provide notice, which should be between 30 and 
60 days from the occurrence of the trigger event. This notice period may be extended by DBRS in certain 
circumstances where it may not be reasonably possible to notify all Québec Obligors in that time frame. 

Where the above protections cannot be provided, DBRS may consider alternative proposals, including 
those that involve additional enhancement as part of the structure, commensurate with the proportion of 
Québec Assets, and an opinion from Québec counsel to the Originator, with DBRS listed as an addressee, 
confi rming such alternative would adequately protect the interests of the Security Holders in relation 
to the Québec Assets. There may also be some securitization structures where neither a universality 
of claims registration and legal opinion nor notice to Québec Obligors of the sale of Québec Assets is 
required to protect the interests of Security Holders in relation to Québec Assets. Again, in these circum-
stances, DBRS would require an opinion from Québec counsel to the Originator, with DBRS listed as an 
addressee, confi rming this.
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Appendix A: Summary of DBRS Structured Finance 
Legal Criteria

SUMMARY OF DBRS CRITERIA FOR ASSET TRANSFERS 
Legal Assignment
•  The underlying contracts are freely assignable without notice to or consent from the Obligor.
•  Contracts that contain anti-assignment clauses and contracts that are not explicitly assignable without 

notice will be considered on a case-by-case basis. 
•  Any Custodian must be legally qualifi ed to act in all provinces and territories where assets are held and 

must be rated at least A (low) or R-1 (low) or satisfy the Rating Agency Condition.

Originator Corporate Existence and Capacity Legal Opinion
•  The Originator exists as a legal entity.
•  The Originator has all the necessary powers and authority to enter into the transaction.
•  The Originator has duly authorized, executed and delivered the relevant agreements.
•  The relevant agreements are legal, valid and binding obligations of the Originator, enforceable against 

the Originator in accordance with their terms.
•  Entering into the relevant agreements and the sale of the assets to the SPV by the Originator does not 

contravene applicable law, the Originator’s charter documents or any material agreement to which the 
Originator is a party.

•  DBRS must be listed as an addressee. 

SPV Existence and Capacity Legal Opinion
• The SPV has been created and is existing as a trust under the laws of the applicable jurisdiction.
• The SPV has the power and capacity to perform its obligations under the transaction agreements.
• The SPV has taken all necessary actions to properly perform the transaction.
• The transaction agreements are legally binding obligations of the SPV.
• DBRS must be listed as an addressee.

True Sale Legal Opinion
• The transfer of the assets constitutes a true sale.
•  The assets and their proceeds will not form part of the Originator’s estate under applicable bankruptcy 

and insolvency legislation.
•  Creditors of the Originator, including a trustee in bankruptcy, will not be able to look to the assets to 

satisfy a claim against the Originator.
• No other formalities are required to complete the transfer.
• DBRS must be listed as an addressee.

Security Interest Legal Opinion
•  If the PPSA applies to the sale of the assets from the Originator to the SPV, all necessary or advisable 

fi lings under the PPSA have been made and no further fi lings or actions are required to protect the SPV’s 
rights in the assets.

•  That there are no registered interests against the assets under the PPSA. If there are registered interests, 
the opinion should state that these registrations will not affect the SPV’s interest in or to the assets.

• DBRS must be listed as an addressee.
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Bulk Sales
DBRS may request that a bulk sales opinion be provided or that a bulk sales order be obtained. If a bulk 
sales opinion is requested, it will be provided by counsel for the Originator and will state at least one of 
the following:
• The legislation has been complied with.
• An exemption from the act has been granted by a court of competent jurisdiction.
• Bulk sales legislation is not applicable.

Offi cer’s Certifi cate
• The Originator is not insolvent.
• The completion of the sale will not cause the Originator’s insolvency.
•  No act or proceeding has been taken to dissolve, wind up, liquidate or reorganize the Originator or put 

the Originator into bankruptcy.
•  The Originator has entered the agreement to sell the assets in good faith and not for the purpose of 

defeating, hindering, delaying, defrauding, impeding, obstructing, prejudicing or oppressing the rights 
and claims of creditors.

• The consideration paid for the assets approximates their fair market value.
• The Originator and SPV deal at arm’s length.

BIA and Fraudulent Conveyance Legal Opinion
•  The transfer of assets from the Originator to the SPV will not be set aside by a court under the BIA or 

any applicable fraudulent conveyance or preferential assignment legislation.
• DBRS must be listed as an addressee.

SUMMARY OF DBRS CRITERIA FOR TRUST SPVs
Provisions of the Declaration of Trust/Characteristics of the SPV
• Limited powers.
• Debt limitations.
• No merger/reorganization.
• Tax neutrality. 
• Maintain existence.
• Independent trustee.
• Separateness covenants. 
• Minimal unsecured assets.
• Non-petition causes.
• Issuer Trustee must be rated A (low) or R-1 (low) or satisfy the Rating Agency Condition.
• Issuer Trustee legally permitted to act as trustee in all relevant jurisdictions where assets are held.
• Replacement Issuer Trustee must be approved by DBRS.
• No commingling.

Financial Services Agent
• Financial Services Agent must be satisfactory to DBRS.
• Replacement Financial Services Agent must be approved by DBRS.
•  Financial Services Agent must remain responsible for obligations if it delegates some of its 

responsibilities.
•  Financial Services Agent must be liable for acts and omissions of a sub-FSA and any other agent or 

delegate.
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SUMMARY OF DBRS CRITERIA FOR TRUST INDENTURES 
AND INDENTURE TRUSTEES
Characteristics of the Indenture Trustee
• Must be rated A (low) or R-1 (low) or satisfy the Rating Agency Condition.
• Independent of and acts at arm’s length from the Originator.
• Can act as a trustee in all relevant jurisdictions.
• Can be replaced but cannot resign until a replacement is in place.
• Replacement Indenture Trustee must be subject to the Rating Agency Condition.
• No commingling.

Characteristics of the Trust Indenture
• Covenants, positive and negative.
• Indenture Trustee can perform certain covenants.
• Covenants enforceable by the Security Holders.
• Covenants enforceable by the Indenture Trustee.

Security Interest Legal Opinion
•  The Indenture Trustee, as agent for the holders of the Rated Securities and specifi ed creditors, has a valid 

security interest in the trust property.
• DBRS must be listed as an addressee.

Cure Periods ABCP
• Non-payment – three business days.
• Bankruptcy – 45 calendar days.
• All others – 30 calendar days.

Cure Periods Term ABS
• Non-payment – fi ve business days.
• Bankruptcy – 60 calendar days. 
• All others – 60 calendar days.

Amendments and Waivers to Material Documents
• With an extraordinary resolution – notice to DBRS.
• Non-material amendments – notice to DBRS.
•  Material amendments with no extraordinary resolution and all waivers – subject to the Rating Agency 

Condition.

SUMMARY OF DBRS CRITERIA FOR CREDIT ENHANCEMENT
Reserve Funds
Reserve holdings held as cash must be held at an Eligible Institution (rated at least R-1 (middle) and AA 
(low)).

Reserve Fund Opinion
If the reserve account is not in the name of the SPV, DBRS may require an opinion from counsel for the 
Originator, with DBRS listed as an addressee, stating that the SPV has taken a security interest in the 
trust property and will have access to the funds notwithstanding any bankruptcy or insolvency of the 
relevant owner.

Guarantee Opinion
If a guarantee is provided in relation to a party’s obligation to the SPV, an opinion from counsel for the 
guarantor, with DBRS listed as an addressee, stating that the guarantee is enforceable by the SPV against 
the guarantor may be required. 
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SUMMARY OF DBRS CRITERIA FOR SERVICING 
AND COLLECTION ACCOUNTS 
Servicer
• The SPV must have the power to appoint a replacement Servicer.
• The replacement Servicer must be subject to the Rating Agency Condition.
• The cost of replacing the Servicer must be accounted for in the transaction structure.
• A backup Servicer may be required for non-investment-grade Servicers.

Collection Accounts
• Collection Accounts must be held at an Eligible Institution.
• The SPV must have sole control over Collection Accounts.

Commingling
• Commingling is allowed for investment-grade Servicers.
• For non-investment-grade Servicers, commingling in sweep accounts is only permitted for short periods.
• Partial commingling is allowed in revolving transactions, subject to daily asset tests and monitoring.

SUMMARY OF DBRS CRITERIA FOR SWAP COUNTERPARTIES 
• Maintain minimum rating of A (high) or R-1 (middle).
•  If rating below A (high) or R-1 (middle), counterparty to (1) post collateral, (2) provide a guarantee, (3) 

assign obligations or (4) take other action that satisfi es the Rating Agency Condition.
•  If rating below BBB (high) or R-2 (high), counterparty to (1) assign obligations, (2) post collateral 

covering all future obligations or (3) take other action that satisfi es the Rating Agency Condition.

SUMMARY OF DBRS ASSET-SPECIFIC CRITERIA 
General Asset Eligibility Criteria
• Asset is freely assignable without notice to or consent of the Obligor, or notice or consent is provided.
• Assets should not be in arrears or default.
• Obligors should not have defaulted on previous obligations to the Originator.
• Assets should not have been extended or restructured in any signifi cant manner.
•  Obligor concentration level should not exceed specifi ed limits.
• Obligor is a Canadian resident for tax purposes and the asset is not subject to any withholding taxes.
• Asset has been originated according to credit and collection policy.
• Originator holds valid legal title to asset.
• No liens/encumbrances exist against the asset.
• The asset is not subject to any dispute, counterclaim, repurchase obligation or right of set-off.
•  GST or other tax liabilities do not arise due to the transfer of the assets from the Originator to the SPV. 
• Government receivables are not eligible where notifi cation is required to perfect a security interest.

All Assets
• Formalized underwriting and collection policies. 
• DBRS to be notifi ed of any material change in policy.
• DBRS to consent to change in policy and confi rm that change will not result in a downgrade.
• Eligibility criteria.

Automotive and Equipment Loans and Leases
• Originator/Servicer must segregate transferred contracts from others in its possession.
•  DBRS will request a legal opinion, with DBRS listed as an addressee, from counsel for the Originator 

stating that all necessary fi lings against the Originator have been made and that no subsequent action is 
required to protect the ownership interests of the SPV in the assets.
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Residential Mortgages
• The mortgage is a fi rst-priority charge against the related property (some exceptions allowed).
•  Subsequent mortgagees cannot enforce without preserving the rights of the fi rst mortgagee, the 

Originator.
• Collateral is adequately insured against loss and the Originator is the insurance fi rst-loss payee.
•  Registrable form of power of attorney granted to the SPV or custodial arrangements if Originator is not 

investment grade.

Commercial Mortgages
• Review of mortgage security package.

Credit Cards
•  DBRS will request a legal opinion, with DBRS listed as an addressee, from counsel for the Originator, 

stating that the Indenture Trustee’s security interest in the assets has been perfected by the fi ling of PPSA 
fi nancing statements in all applicable jurisdictions. 

Trade Receivables
• Trade receivables specifi c eligibility criteria.
• Indemnities.
•  DBRS will request a legal opinion, with DBRS listed as an addressee, from counsel for the Originator a 

stating that the Indenture Trustee’s security interest in the assets has been perfected by the fi ling of PPSA 
fi nancing statements in all applicable jurisdictions. 

SUMMARY OF DBRS CRITERIA FOR LIQUIDITY AGREEMENTS 
• Required if the term of the Rated Securities is less than 364 days.
• The liquidity provider to hold AA (low) or R-1 (middle) ratings.
• Liquidity provider obligated to provided funding except in remote circumstances. 

SUMMARY OF DBRS CRITERIA FOR CDOs
Counterparty Risk
• Maintain minimum rating of A (high) or R-1 (middle).
•  If rating below A (high) or R-1 (middle), counterparty to (1) post collateral, (2) provide a guarantee, (3) 

assign obligations or (4) take other action that satisfi es the Rating Agency Condition.
•  If rating below BBB (high) or R-2 (high), counterparty to (1) assign obligations, (2) post collateral 

covering all future obligations or (3) take other action that satisfi es the Rating Agency Condition.
• Legal opinions on both counterparties addressed to DBRS. 

Funding Risk
• Margin call trigger points set at remote levels.

Protections for Security Holders
• Similar to those seen in traditional securitizations.
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Appendix B: Glossary of Terms

Asset-Backed Security (ABS): Debt securities issued by way of a structured fi nance transaction that have 
a pool of assets as security. 

Asset Pool: A pool of assets, held by an SPV, that acts as security for the Rated Securities (used inter-
changeably with collateral pool). 

Asset Purchase Agreement: Contractual agreement between an Originator and an SPV whereby assets are 
transferred to the SPV and consideration is paid by the SPV to the Originator in return for said assets.

Collection Accounts: Trust accounts in the name of and controlled by an SPV in which funds are held for 
the benefi t of Security Holders.

Custodian: A bankruptcy-remote entity, meeting DBRS requirements, that holds assets (and, in some 
cases, legal title to those assets) and provides safekeeping and custodial services for and on behalf of 
secured creditors, including the Security Holders.

Declaration of Trust: Establishing document for a trust that spells out the powers and capacities of the 
trust and establishes the scope of its activities.

Eligible Institution: Typically, Canadian chartered banks or trust companies that hold a rating of at least 
AA (low) and R-1 (middle) in which reserve funds or Collection Accounts may be held.

Event of Default: Certain enumerated events, the occurrence of which permit the Indenture Trustee (after 
any applicable cure periods) on behalf of secured creditors (including Security Holders) to take certain 
remedial actions to protect the rights and interests of those secured creditors. 

Financial Services Agent (FSA): Agent appointed by the Issuer Trustee to carry out day-to-day and admin-
istrative functions of the SPV.

Financial Services Agreement: Contract entered into by the Issuer Trustee and the Financial Services 
Agent outlining the duties and responsibilities of the Financial Services Agent. 

Indenture Trustee: Trustee appointed by the SPV to act as an agent of the Security Holders and specifi ed 
creditors. In addition to being empowered to enforce the Security Holders’ rights, the Indenture Trustee 
serves an administrative function, collecting funds due to the Security Holders from third parties and 
distributing said funds in accordance with the terms of the Trust Indenture.

Issuer Trustee: Trustee appointed in the Declaration of Trust or trust settlement deed to carry out the 
activities of the trust and to hold title to the transferred assets. 

Obligor: Underlying debtor, contractually bound to pay the Originator under the terms of the contract 
giving rise to the asset. 

Originator: The entity, usually a corporation, that securitized the assets to raise funds. 

Rated Securities: ABS rated by DBRS. 
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Rating Agency Condition: A requirement that prior to a certain action being taken, DBRS must confi rm 
that no negative rating action will result from that action.

Security Holders: Owners of the Rated Securities. 

Servicer: The entity responsible for administering, maintaining and performing collections on the assets 
that have been transferred to the SPV. It is common in structured fi nance transactions for the Originator 
to act as Servicer. 

Settlor: A person who settles property on a trust for the benefi t of benefi ciaries. 

Special-Purpose Vehicle (SPV): Also referred to as a special-purpose entity (SPE). An entity created for 
the purpose of separating asset risk from Originator risk in a structured fi nance transaction. In a typical 
Canadian structured fi nance transaction, the SPV acquires assets from the Originator and advances funds 
to the Originator in consideration for the assets. The SPV subsequently issues Rated Securities backed 
by the transferred assets. The activities, assets and powers of an SPV are carefully circumscribed to those 
necessary for the structured fi nance transaction. Trusts are the most common form of SPV in Canada, 
although corporations or limited partnerships may also be used. 

Supplemental Indenture: A document that may change or modify provisions of the Trust Indenture. 
Under many Trust Indentures, a Supplemental Indenture is required in order to issue securities. 

Trust Indenture: A formal document governing the issuance of debt and whose covenants provide rights 
and protections to Security Holders and specifi ed creditors.
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