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Questionnaire Regarding Bond Trustee in the United States

November 18, 2011

<Monitoring>
1. Issuer’s Notification and Reporting Duties and Trustee’s Investigation Role
1-1 What kind of information is an issuer required to report to a trustee under the related laws or the contract with the trustee.

The issuer is typically required to provide an annual compliance certificate stating that no defaults exist under the trust
agreement. In addition, under the Trust Indenture Act the issuer is required to provide its annual report to the trustee if it's
required to file the same with the Securities and Exchange Commission. However the trustee is not deemed to have constructive
knowledge of the contents of such financial statements. Rather such financial statements is provided to the trustee for purposes
of having it available for bondholders. Below are a summary of reports the issuer is obligated to provide the trustee under the
TIA:

314(a)(1) copies of financial statements (periodic reports) under the Securities and Exchange Act of

314(a)(4) File annual compliance certificate with trustee (the trustee is to check that it conforms to the requirements of the
indenture - e.g., compliance statements are made.)

314(b) initial and annual recording opinions in the case of secured indentures (the trustee is to check that it conforms to the
requirements of the indenture - e.g., required opinions are made.)

314(c) opinions and certificates from obligor evidencing compliance with conditions precedent (the trustee is to check that it
conforms to the requirements of the indenture - e.g., required opinions are made.)

314(d) certificates or opinion of engineer, appraiser or other expert as to fair value in connection with the issuance of secured
securities or release of property (the trustee is to check that it conforms to the requirements of the indenture - e.g., required
statements are made.)

314(e) four (4) statements to be contained in each certificate or opinion delivered under the indenture to the Trustee

314(f) indenture may contain additional requirements not included in theTIA

Note the trustee does not perform an independent analysis of the company - these certificates and opinions are prescribed as to
the statements they are to contain under the TIA and indenture. The trustee's only obligation is to ensure such certificates and
opinions comply with such statement requirements of the indenture. As a result there is no analysis or monitoring or



investigation of whether or not such statements are in fact true instead the trustee is entitled to rely on the statements contained
therein so long as they conform with statements required by the indenture. As noted above the trustee is to receive the
company's annual report (i.e., its financial statements) but is not required to review the same or provide an analysis of whether or
not they could allow one to believe a covenant breach or an event of default has occurred. These reports are provided to the
trustee so that they are available to bondholders.

Various other types of trusts may have specific contractual requirements as to the reports a trustee receives from the issuer. But
these reports are provided to the trustee for purposes of reporting to bondholders and not for purposes of trustee monitoring or
analysis as in the case above.

1-2 What actions does a trustee take against an issuer in case the issuer fails to fulfill its notification and reporting duties? A failure
by an issuer to provide the reports required of it to the trustee as per the contractual requirements of the trust agreement would
be a breach of the covenant requiring the same. A covenant breach is technically a default. However depending on the nature of
such covenant breach and its materiality the actions of the trustee would vary. Generally if it's not a material reach the trustee
may simply notify bondholders of the breach. If the breach is material or an enumerated breach that triggers a "event of default”
wherein bondholders are afforded certain remedial rights absent the issuer having cured such default within the grace period
the trustee may provide notice of an event of default.

1-3Under the laws and contract, is a trustee given the role of investigating the issuer’s financial situation? No. The trustee is not
obligated to monitor or supervise the financial condition of the issuer.

1-4 If a trustee has such a role, under what circumstances does the trustee actually conduct the investigation? The trustee does
not have such a role. The only time the trustee would take action that would involve an "investigation” would be at the direction of
the requisite consortium of bondholders provided the trustee is first provided indemnity satisfactory to it.

1-5 What actions does a trustee take against an issuer when the issuer fails to fulfill its notification and reporting duties or refuses to
be investigated by the trustee? The general principle is the trustee would notify bondholders and await instructions from the
requisite consortium of bondholders as to what action to take subject of course to such bondholders providing the trustee
adequate indemnity in connection with such instruction that is satisfactory to the trustee.

1-6 Does a trustee investigate an issuer’s financial situation at its own discretion? Or, is such an investigation conducted upon the
request of bondholders? Yes, the trustee would act at the direction of the requisite consortium of bondholders-as noted above.
1-71f the trustee conducts the investigation upon request from bondholders as mentioned above, how do bondholders make the
investigation request? The bondholders would evidence their ownership through a simple and practical means-such as having
their broker provide statements evidencing their ownership. If such bondholders meet the minimum requisite consortium-such as



a majority of bondholders-such consortium's lawyers would write a letter requesting such investigation together with direction
how to do so. Such investigation and direction would of course have to be subject to the conditions and rights afforded them
under the terms of the trust agreement. Generally bondholders have a right of inspection of the books and records of the issuer.

1-8 In the case where a trustee has been given responsibilities including those to conduct investigations into an issuer on condition
of being requested so from a certain number of the bondholders, is the trustee allowed to not to fulfill that role at its own
discretion despite the request from bondholders? If allowed, on what criteria does the trustee make such a decision? If
bondholders raise objections against the trustee’s decision, how does the trustee cope with the objections? The trustee would
not object to a direction given by the requisite percentage of bondholders provided such direction is reasonable and the
consortium of bondholders have provided indemnity to protect against the costs and risks of pursuing such investigation. The
direction would not be permitted to violate the terms of the trust agreement, but would otherwise be followed subject to the
conditions noted above and a wide degree of latitude would be given to the directing bondholders.

2 Evaluation of Issuer’s Financial Situation and Identification of Events Conflicting with Covenants

2-1 When evaluating the financial situation of an issuer, is it enough for the trustee to examine only publicly disclosed information?
Or, should the trustee conduct its own investigation into the issuer? The trustee would not examine the financial condition of the
issuer. When the bonds are issued to bondholders are given a selling document or what is commonly referred to as a prospectus.
Such bonds may or may not be secured by the general assets of the company but there would be no expectation or contractual
requirement that the trustee monitor or investigative the financial condition of the company. Such an obligation would be unduly
risky. If for example the trustee was obligated to monitor the financial condition of the company and failed to do so presumably
such trustee could have a liability for such failure which may include the entire face amount of the bonds. If a trustee were to
enter into such an arrangement it would be entirely irresponsible. In any event the trustee should not enter into such an obligation
under any circumstances.

2-2 When identifying the events conflicting with the covenants, does a trustee examine only information notified or reported by an
issuer? Or, should the trustee conduct its own investigation into the issuer? The trustee would not undertake an investigation
unless directed by the requisite consortium of holders subject to adequate indemnity to do so. The trustee would examine those
certificates the issuer is required to provide - such as the compliance certificate from an officer of the company asserting there
are no defaults under the trust agreement. But does not undertake an analysis of the financial condition of the company and
review of any report would be to validate that it conforms to the express requirements of the indenture.

2-3 If a trustee provides loans for an issuer, does the trustee examine the same issuer’s nonpublic information obtained through its
loan business for its trustee business? No, the lending arm of the bank would be firewalled off (separated from) from the trustee



arm of the bank and would not be permitted to share information. Furthermore during an event of default the trustee would be
required to resign because in pursuing remedial actions against the company in order to protect the interests of bondholders the
trustee would have a conflict of interest because the parent company would also be pursuing its interests with respect to its loan.

2-4 Conversely, is the nonpublic information obtained through trustee business provided to loan units? Or, has a Chinese wall been
set up between trustee and loan units? Yes, there would be firewalls (separation) between the commercial lending departments
and the corporate trustee departments.

<Responses to Conflict with Covenants>
3 Major Types of Covenants and Effect of Conflict with Them

3-1 What are the major covenants stipulated for low rated bonds issued in the US market? This is a question best directed to
counsel for the issuer.

3-2 What does conflict with covenants trigger? (e.g. automatic forfeiture of benefit of time, or forfeiture of benefit of time upon
request from bondholders, etc.). A breach of the covenant is technically a default. Whether or not a default will trigger the
examples of the remedial actions noted in the parenthetical above depends on whether or not such covenant breach is material
and if not cured within grace period results in an event of default. If such breach is material in such regard then bondholders
would have rights for remedial action that they would not otherwise have had if the company had not defaulted. This may include
the right for immediate acceleration of the bonds, sale of assets securing the trust and/or other rights.

4 Notice to Bondholders in the Event of Conflict with Covenants

4-1 When an event conflicting with covenants is identified, does a trustee inform bondholders of the event? Generally the trustee
would notify the bondholders even if such covenant breach is not material in the view of the trustee. The trustee may decide to
notify the bondholders by simply describing the breach and telling bondholders that the trustee will not take any action unless the
bondholders direct the trustee to do so.

4-2 If that is the case, how does a trustee notify the event to bondholders? The trustee notifies bondholders through a letter that is
sent to and through the clearing systems to the participants (the participants are generally the big investment banks and
investment funds). If the bonds are not held to a clearing system than the holders would receive it by first class mail.

4-3 If the trust indenture has a provision stipulating that a trustee is allowed not to notify the event to bondholders when the trustee
decides that it would be to the benefit of the bondholders not to make the notification, on what criteria does the trustee make
such a decision? The trustee does have the right to wave a default and/or decide not to notify bondholders. It would be
inadvisable and certainly rare for a trustee not to notify bondholders when a default could be perceived by a reasonable person
as being material. If the default could possibly be viewed as materially - the trustee should, absent extraordinary circumstances,



notify bondholders.

5 Forfeiture of Benefit of Time Triggered by Conflict with Covenants

5-1 In the event of conflict with covenants (e.g. when an event that deteriorates an issuers’ creditworthiness occurs), is a trustee
allowed to accelerate redemption (forfeit the benefit of time) at its own discretion under the contract with an issuer? Under the
terms of most trust agreements a trustee does not have notice of the event of default unless it is provided written notice of the
same often with the requirement that such default be specified in such notice. Each trust agreement may vary: some may have
automatic triggers upon certain events of default failing to be cured within the specified grace period such as acceleration others
may afford bondholders the right at their option to accelerate as well as a host of other possible variations.

5-2 If there is such an acceleration clause in the contract, what kind of events let a trustee accelerating redemption at its own
discretion? It would be extremely rare for the trustee to use its own discretion to accelerate the bonds. If such acceleration was
not the right decision the trustee could be held liable. The ultimate beneficiaries, the bondholders, need to be notified of their
rights to accelerate and be given the opportunity to direct trustee to do so. This affords the trustee the protection of having acted
at the direction of the bondholders and pursuant to the terms of the indenture the trustee will not be held liable when it acts at the
direction of the requisite consortium of bondholders. A trust is simply a vehicle by which issuers are able to borrow money from
the capital markets. An account bank would not be expected to be held liable nor to make decisions on behalf a lender. The
trustee acts as the central spokesman if you will on behalf of the bondholders who are ultimately the lenders and who ultimately
need to be responsible for the decisions made with respect to their credit extension, and not the trustee. This is why we act at
the direction of bondholders and rarely make independent discretionary decisions.

5-3 In the event of conflict with covenants, under the contract, is a trustee allowed to accelerate redemption (forfeit the benefit of
time) in responding to bondholders’ requests? The trustee would act at the direction of the bondholders provided such direction
was not in violation of the terms of the indenture or trust agreement.

5-4 In the case of 5-3 above, is a meeting of bondholders convened to confirm their will to accelerate redemption? Or, is the
redemption accelerated with a certain number of bondholders’ approval? The redemption is accelerated when the requisite
percentage (consortium) of bondholders direct.

5-5 If a certain number of bondholders’ approval is needed to accelerate redemption, what percentage of bondholders are required
to approve it? (A majority? One-fourth?) This will vary depending on the trust instrument but it is usually required that a majority
agree to accelerate once such decision is at the option of bondholders and not automatic.

5-6 What procedure does a trustee follow to confirm bondholders’ will?

For example,



- is a trustee required to give a notification to bondholders in some way and seek their views? Yes if there is a default a notice
is sent seeking their direction.

- How does a trustee confirm that those providing their views are real bondholders? This is not very scientific-it's simply
confirming through their brokers.

- What measures does a trustee take to secure the approval of a certain number of bondholders? (Setting a record date for
counting the number, putting a restriction on sales of bonds by bondholders providing views, etc.) Generally direction is sought
by sending notice of the event of default and letting bondholders know they can direct the trustee. Holders are also able to
send notices through the trustee in order to be able to contact other holders in order to gain the requisite consortium.

5-7 In the case that an event of conflict with covenants occurs but a trustee and/or bondholders do not accelerate redemption, what
procedures are followed to amend or waive the covenants? Either an acceleration is automatic or it is optional, if it's automatic
bonds are accelerated if it's optional the requisite percentage of holders would have to direct. As a result there is no waiver. The
percentage of holders that can waive a default generally depend on the type of default. If it is a default in payment terms then
100% of bondholders must consent in order to waive such default (payment terms include maturity date, interest rate and
principal repayment amount). Generally amendments of other terms that could adversely affect the interest of bondholders

require a majority consent.

Specifically,

- To what extent does a trustee get involved in amending the covenants? If exchange offers are made instead of amending the

covenants, to what extent does a trustee get involved in defining the terms of new bonds to be delivered to existing
bondholders? Generally, any amendment to the trust agreement or indenture requires the consent of the trustee.
Depending on the terms being amended a certain requisite percentage of bondholders would also have to consent. In
addition the trustee is entitled to an opinion of counsel, such entitlement is almost never waived by the trustee (the trustee
almost always gets this opinion). Such opinion will state that the amendment is authorized and permitted by the terms of the
indenture and that all conditions precedent, including covenant conditions precedent, have been complied with.
The trustee does not give input on the terms of the bonds. The underwriting of the bonds and the terms of the bonds are
dictated solely and exclusively by underwriters counsel and issuers counsel subject to the strict requirements of the
Securities Act of 1933. The trustee does not partake in defining the covenants that may or may not benefit bondholders.
There are however statutory conditions under the Trust Indenture Act that must be complied with in addition to securities laws
for public deals (private deals do not have to be in compliance with this Act but are however generally compliant) which
protect investors.

- Can a trustee independently give approval to amend and waive the covenants? Or, is bondholders’ approval required? The
trustee may independently determine that it's appropriate to wave a covenant, however that would be rare and generally the
trustee would notify the bondholders of the covenant breach and not determine that such breach is an event of default unless
the bondholders directed otherwise. This has the effect of simply notifying the bondholders of the covenant breach but does



not otherwise change any of the rights or remedies available to bonholders unless of course bondholders determine such
breach is material and direct the trustee to call an event of default.

Procedures for Voluntary Liquidation (such as Alternative Dispute Resolution for Business Revitalization ) and Legal
Liquidation
6-1 In a typical bond contract, does the commencement of voluntary liquidation trigger forfeiture of benefit of time?
6-2 What role does a trustee fulfill in voluntary liquidation? For example,
- Does a trustee itself negotiate with an issuer or other creditors to maximize the amount of redemption paid to bondholders?
- Does a trustee take actions only based on the bondholders’ will, not judging at its discretion?
6-3 In order to alter bond terms, what procedures are taken in voluntary liquidation?
6-4 In the case of 6-3, what does a trustee need to do?
6-5 What role does a trustee take in the legal liquidation process?
6-6 Is there any difference in trustee’s roles, mandates, duties or operations between voluntary and legal liquidation processes?
6-7 If a provision in the contract stipulates that a trustee shall not act without sufficient compensation given in advance,

- From whom, when and how is the trustee given such compensation?

- In the case where compensation is provided by bondholders, if a trustee acts based on the provision in the contract which
stipulates that the trustee shall take actions upon the request of a certain number of bondholders (e.g. 25% or more), are only
the bondholders requesting the action required to compensate the trustee? Or, are all bondholders required to provide
compensation for the trustee?

- If the trustee starts the requested actions and finds the amount of compensation given in advance insufficient to cover all the
cost for the actions, how does the trustee deal with the situation?

6-8 In the case that some bondholders who did not agree with exchange offers to deal with the event of conflict with covenants or
defaults continue to hold the old bonds,

- Does a trustee calculate the necessary number of approvals from bondholders to act on a request on the basis of the original

amount of old bonds? Or, on the basis of the outstanding amount of the old bonds?

* |f the approval of bondholders is counted and judged on the basis of the outstanding amount of existing bonds, voting rights of
bond holders who continue to hold the old bonds are increased due to exchange offers, even if they originally owned a small
share of old bonds. Isn’t it unreasonable that bondholders who did not accept exchange offers have their voting rights
increased?

- If the outstanding amount of the old bonds drops to under a certain ratio of the total issuing amount (e.g. 5%) due to the
exchange offers, is a trustee allowed to resign and terminate the trust agreement for the old bonds?



7 Trustee’s Resignation

7-1Under what circumstances does a trustee need to resign due to conflict of interest? The typical conflict results because the
trustee is part of the bank and the bank has a commercial lending arrangement with the issuer, therefore upon the occurrence of
an event of default (as distinguished from a covenant breach which is simply a default) the trustee would be required to resign. In
addition during an event of default the trustee would have to resign if it were on two or more indentures that did not rank pari
passu.

7-21n the event of conflict with covenants, does a trustee resign due to conflict of interest after accelerated redemption (forfeiture of
benefit of time)? Or, does the trustee need to resign when a concern about conflict of interest is heightened, even before
accelerated redemption (forfeiture of benefit of time)? The trustee is not required to resign until there is an event of default and
would not be permitted to resign until a successor is in place.

7-3In the event of conflict with covenants, is a trustee disqualified due to conflict of interest required to resign in the process of
confirming bondholders’ will on whether to accelerate redemption (forfeit the benefit of time)? Or, is it quite a common practice for
such a trustee to resign under such a circumstance? The trustee could not resign until a successor is in place regardless of the
conflict.

7-4When a trustee resigns, is there already a potential trustee nominated beforehand to take over the task? Or, is the next trustee
chosen only after the original trustee resigns? Who chooses the next trustee? What criteria are applied in making the
appointment? During an event of default bondholders may choose the trustee, however the indenture will typically specifically
prescribed qualifications of a trustee and the conditions by which his successor may be appointed.

8 Liability toward Bondholders

8-1 In the case of negligence by the Trustee in exercising its power and in the nonfulfillment of its duty, is it possible for the

bondholders to take judicial measures against the Trustee? Yes, the trustee is generally held liable for its negligence.

8-2 On the other hand, if the bondholders have such a right, what would be the grounds (Trust Deed Act or Trust Deed itself?). a
trustee would be held liable if it acted with negligence i.e. failed to exercise its duties with due care such failure caused bondholders
harm

8-3 Are there any past cases where the Trustee was accused of nonfulfillment of its duty, etc. by bondholders? Yes there is a very
long history and very many cases unfortunately.
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