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Directive 2002/47/EC of the European Parliament and of the
Council of 6 June 2002 on financial collateral arrangements

Article 2

Definitions

1 For the purpose of this Directive:
a ‘financial collateral arrangement’ means a title transfer financial collateral arrangement

or a security financial collateral arrangement whether or not these are covered by a
master agreement or general terms and conditions;

[F1b ‘title transfer financial collateral arrangement’ means an arrangement, including
repurchase agreements, under which a collateral provider transfers full ownership of,
or full entitlement to, financial collateral to a collateral taker for the purpose of securing
or otherwise covering the performance of relevant financial obligations;

c ‘security financial collateral arrangement’ means an arrangement under which a
collateral provider provides financial collateral by way of security to or in favour of
a collateral taker, and where the full or qualified ownership of, or full entitlement to,
the financial collateral remains with the collateral provider when the security right is
established;]

d ‘cash’ means money credited to an account in any currency, or similar claims for the
repayment of money, such as money market deposits;

e ‘financial instruments’ means shares in companies and other securities equivalent
to shares in companies and bonds and other forms of debt instruments if these are
negotiable on the capital market, and any other securities which are normally dealt
in and which give the right to acquire any such shares, bonds or other securities by
subscription, purchase or exchange or which give rise to a cash settlement (excluding
instruments of payment), including units in collective investment undertakings, money
market instruments and claims relating to or rights in or in respect of any of the
foregoing;

f ‘relevant financial obligations’ means the obligations which are secured by a financial
collateral arrangement and which give a right to cash settlement and/or delivery of
financial instruments.

Relevant financial obligations may consist of or include:

(i) present or future, actual or contingent or prospective obligations (including
such obligations arising under a master agreement or similar arrangement);

(ii) obligations owed to the collateral taker by a person other than the collateral
provider; or

(iii) obligations of a specified class or kind arising from time to time;
g ‘book entry securities collateral’ means financial collateral provided under a financial

collateral arrangement which consists of financial instruments, title to which is
evidenced by entries in a register or account maintained by or on behalf of an
intermediary;

h ‘relevant account’ means in relation to book entry securities collateral which is
subject to a financial collateral arrangement, the register or account — which may be
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maintained by the collateral taker — in which the entries are made by which that book
entry securities collateral is provided to the collateral taker;

i ‘equivalent collateral’:

(i) in relation to cash, means a payment of the same amount and in the same
currency;

(ii) in relation to financial instruments, means financial instruments of the same
issuer or debtor, forming part of the same issue or class and of the same
nominal amount, currency and description or, where a financial collateral
arrangement provides for the transfer of other assets following the occurrence
of any event relating to or affecting any financial instruments provided as
financial collateral, those other assets;

j ‘winding-up proceedings’ means collective proceedings involving realisation of the
assets and distribution of the proceeds among the creditors, shareholders or members
as appropriate, which involve any intervention by administrative or judicial authorities,
including where the collective proceedings are terminated by a composition or other
analogous measure, whether or not they are founded on insolvency or are voluntary or
compulsory;

k ‘reorganisation measures’ means measures which involve any intervention by
administrative or judicial authorities which are intended to preserve or restore the
financial situation and which affect pre-existing rights of third parties, including but not
limited to measures involving a suspension of payments, suspension of enforcement
measures or reduction of claims;

l ‘enforcement event’ means an event of default or any similar event as agreed between
the parties on the occurrence of which, under the terms of a financial collateral
arrangement or by operation of law, the collateral taker is entitled to realise or
appropriate financial collateral or a close-out netting provision comes into effect;

m ‘right of use’ means the right of the collateral taker to use and dispose of financial
collateral provided under a security financial collateral arrangement as the owner of it
in accordance with the terms of the security financial collateral arrangement;

n ‘close-out netting provision’ means a provision of a financial collateral arrangement,
or of an arrangement of which a financial collateral arrangement forms part, or, in the
absence of any such provision, any statutory rule by which, on the occurrence of an
enforcement event, whether through the operation of netting or set-off or otherwise:

(i) the obligations of the parties are accelerated so as to be immediately due
and expressed as an obligation to pay an amount representing their estimated
current value, or are terminated and replaced by an obligation to pay such an
amount; and/or

(ii) an account is taken of what is due from each party to the other in respect of
such obligations, and a net sum equal to the balance of the account is payable
by the party from whom the larger amount is due to the other party[F1;]

[F2o ‘credit claims’ means pecuniary claims arising out of an agreement whereby a credit
institution, as defined in Article 4(1) of Directive 2006/48/EC, including the institutions
listed in Article 2 of that Directive, grants credit in the form of a loan.]

2 References in this Directive to financial collateral being ‘provided’, or to the
‘provision’ of financial collateral, are to the financial collateral being delivered, transferred,
held, registered or otherwise designated so as to be in the possession or under the control of the
collateral taker or of a person acting on the collateral taker's behalf. [F1Any right of substitution,
right to withdraw excess financial collateral in favour of the collateral provider or, in the case
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of credit claims, right to collect the proceeds thereof until further notice, shall not prejudice the
financial collateral having been provided to the collateral taker as mentioned in this Directive.]

3 References in this Directive to ‘writing’ include recording by electronic means and
any other durable medium.

Textual Amendments
F1 Substituted by Directive 2009/44/EC of the European Parliament and of the Council of 6 May 2009

amending Directive 98/26/EC on settlement finality in payment and securities settlement systems and
Directive 2002/47/EC on financial collateral arrangements as regards linked systems and credit claims
(Text with EEA relevance).

F2 Inserted by Directive 2009/44/EC of the European Parliament and of the Council of 6 May 2009
amending Directive 98/26/EC on settlement finality in payment and securities settlement systems and
Directive 2002/47/EC on financial collateral arrangements as regards linked systems and credit claims
(Text with EEA relevance).
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