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Disclaimer

The information contained in this presentation is a 
summary only and is not intended to be legal advice.

It should not be relied upon by any person as being 
legal advice on any general or specific matter.
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What assets?

• Auto fleet lease receivables
• Auto finance loan/hire purchase receivables 
• Rail rolling stock and rail revenue receivables
• Aircraft lease receivables and residual values
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Why are they different?

• Not all are traditional cash securitisations –
market/residual value deals

• Some contain elements of cash and whole business 
securitisations or secured loan arrangements

• Residual value important
• Insurance value and insurer risk
• Involve differing forms of credit enhancement
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What is the nature of the assets?

• May involve short term trade receivables with longer 
term lease arrangement (eg auto lease deals) 

• May involve longer term trade receivables (eg auto 
loan deals)

• Movable and severable
• Located domestically and across both State and 

international borders
• Have sale/auction (residual) values and secondary 

market values
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What are the cashflows?

• Rental contracts
• Lease agreements and finance leases
• Loan contracts
• Hire purchase agreements
• Manufacturer supply/repurchase agreements
• Operating leases
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Asset issues

• Transportability/mobility/severability 
– the assets move
– across domestic and international borders
– value in separate parts

• Ownership
– special legislative regimes
– foreign jurisdictions and proper law

• Funding
– revolving
– short term or long term
– residual value
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Asset issues (cont)

• Security
– special registration regimes (eg REVS)
– residual and secondary market value
– insurance
– PPSA?

• Credit
– diverse and changing customer base
– quality and brand of asset relevant to residual 

value
– use of specific investment funds
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Automobiles

Two types of auto securitisation:
• loan type deals:

– auto loan contracts
– hire purchase contracts

• lease type deals:
– rental contracts
– hybrid cash/whole business/secured loan
– operating lease/residual value
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Auto loan type deals
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Auto lease type deals
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Main differences 

Auto loan deals
• Asset is the loan/h.p. contract 

and related rights, including 
vehicles where h.p. contracts

• SPV does not own vehicles
• Generally customer is 

registered owner and owns 
vehicles

• Generally Seller/Originator 
does not retain an interest in 
the vehicles

Auto lease deals
• Asset is the lease and related 

rights, including the vehicles
• SPV owns vehicles
• Lessee is registered owner
• Customer rental contracts are 

cashflow for lessee rent 
payments

• Residual value important
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Main differences (cont)

Auto loan deals
• Title perfection is in loan/h.p. 

contract
• Generally quicker perfection 

and liquidation
• Contracts with customers 

perfected and enforced to 
repay noteholders

Auto lease deals
• Title perfection in vehicle 

registration/ownership
• Generally slower perfection 

and liquidation
• Manufacturer repurchase 

arrangements included
• Vehicles sold/auctioned to 

repay noteholders
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Automobiles – legal issues

• Ownership and security issues – State-based 
registration regimes; PPSA?

• With auto lease deals:
– customer rental contracts not securitised; but form 

a relevant cashflow for lease payments
– lease between lessee and SPV is securitised and 

rental payments match note payments
– residual value and manufacturer repurchase 

arrangements critical
– resale values and quality of vehicles important
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Automobiles – legal issues (cont)

– insolvency issues:
• assume lease will be rejected
• period to recover vehicles and period to 
liquidate vehicles (liquidity support required so 
notes can be repaid) 

• Stamp duty and other taxes
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Rolling stock and rail securitisation

• Building and/or acquisition of rail assets – rolling 
stock, not track

• Some similarities with PPP and other 
infrastructure/financing deals where in building stage

• Government or quasi-government lessee/licensee
• D&C contract – deposit covering building stage
• Asset differences – movable chattels, not real 

property
• Credit enhancement – financial guarantee
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Rolling stock and rail securitisation (cont)

• Security
– over lease/licence and revenues
– operating and deposit accounts
– residual value of assets, financial guarantee
– building/supply contracts, insurance
– State jurisdictional issues
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Rolling stock and rail securitisation
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Aircraft lease securitisation

• Purchase of airframe and engines – proper law of the 
purchase contract/bill of sale

• Assignment of operating lease, manufacturer 
warranties, insurances

• Not typical building period risk – usually no letter of 
credit

• Not government-type risk – may use deposit account
• Cross-border international issues – enforcement, 

security, registration



Freehills   20

Aircraft lease securitisation (cont)

• Interest withholding tax (IWT) – UK/Australia treaty 
benefits where investor is UK ‘financial institution’
and notes held for investment or s128F IWT-exempt 
note issues
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Aircraft lease securitisation
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Where to next?

• Maritime assets
– shipping cargo fleet (CMA CGM deal – 2006)
– ferries

• Synthetics
– not just credit default risk of lessee
– insurer risk
– residual value considerations
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