Discussion Dr aft
1/31/2003

M arketable Bonds Package!

Collective Action Clauses (CACs) (See Annex A1-A3 for New York and English-gtyle)

@

2

3

(4)

Magority Action Permit the amendment and waiver of certain key Bond terms
(including payment terms, as well as other substantial covenants as appropriate)
by approva of a Super-Mgority of Bonds outstanding.

- May be approved by written resolution as well as a Bondholder meetings.
- Bonds held or controlled, directly or indirectly, by the Issuer to be
excluded from voting caculation.

Engagement.  Provide for the appointment by Bondholders of a Committee to
represent Bondholder interests, after an Event of Default has occurred or the
Issuer has initiated restructuring discussons, in connection with such discussons
with the Issuer and other creditors. Committee may adopt such internd rules as it
sees fit and engage legd and financid advisors, subject to reimbursement by the
| ssuer.

Initistion  Require 25% Bondholder vote to acceerate principa for Event of
Default and provide for Super-Mgority vote to rescind accel eration.

Trangparency. Provide for SDDS and rolling forecasts, as wdl as reporting of
proposed treatment of other creditor groups in proposed restructurings.  Provide
for better use of financid community websites for notices and other information.

Other essentid characteristics of the two lega structures (including their digtinctive gpproaches
to administration, enforcement and distribution of proceeds) to remain unchanged.?

B.

C.

Code of Conduct for Emerging Markets (See Annex B)

Outline of expectations for conduct by debtors, creditors and officid sector.

Bond Documentation Chart (See Annex C)

Add to IPMA launch data a chart-dtyle disclosure of key Bond terms.  Set up

documentation library. God is greater trangparency of key Bond Terms.

Credit Barometer (See Annex D)

Set of leading performance indicators to be calculated from SDDS data and published on

webgtes, etc, with the god of highlighting them for maket and policymakers.

1 Whilethisintegrated Package has been prepared by EMTA, EMCA, IIF, IPMA, ISMA, SIA and TBMA in
consultation with representatives of their member firms, it does not necessarily represent the views of, and is not
intended to bind, any particular member firm in any way. Inaddition, this Package necessarily assumes the absence
of astatutory Sovereign Debt Restructuring Mechanism.

2 EMCA and EMTA are unable to endorse the English-style documents included in this Package because, while they
represent an improvement in the Bond documentation currently in use in the Euromarkets, such documentation
typically contains a sharing mechanism and unduly restricts the right of individual bondholder action.
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MODEL COLLECTIVE ACTION CLAUSES

FOR

SOVEREIGN BONDS

(NEW YORK LAW BONDSWITH FISCAL AGENT)
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()

AMENDING BOND TERMS AND CONVENING BONDHOLDER MEETINGS

(& Meetings of Bondholders; Amendments

(& Thelssuer a any time may, and upon arequest in writing to the Fiscdl
Agent made

() a anytimeby Bondholders holding at least 10% of the aggregate
principal amount of the Bonds then Outstanding or

(i) after (x) the occurrence of any Event of Default (or event which, with
the giving of notice or passing of time (or both) would become an Event
of Default) or (y) receipt by the Fisca Agent of written notice from the
Issuer, or any public announcement by the Issuer, to the effect that the
Issuer is seeking or intends to seek arestructuring of the Bonds
(whether by amendment, exchange offer or otherwise), by Bondholders
holding at least 5% of the aggregeate principa amount of the Bonds then
Outgtanding

the Fiscd Agent shdl, convene a meeting of Bondholders. [Further provisons
concerning Bondholder meetings are set forth in the Fisca Agency Agreement.]

(b) Moadifications and amendments to the Bonds or the Fisca Agency
Agreement requiring Bondholder consent may be made, and future
compliance or past default by the |ssuer may be waived, with the
consent of the Issuer and the holders of at least 75% in aggregate
principal amount of the Bonds then Outstanding; provided that

(X)) no such modification, amendment or waiver may, without the
consent of the holders of a least 85% in aggregate principa amount of the
Bonds then Outstanding:

(i) change any due date for the payment of the principal of or interest on
any Bond;

(i) reduce the principa of or interest on any Bond;

(ii1) change the currency of paymert of the principa of or interest on any
Bond;

(iv) change* [the pari passu [or other specified substantive covenants as
appropriate, to be determined on a case-by-case basig]];

(v) change* [the events of default or negative pledge] in such away asto
subgtantiadly deprive holders of the benefits thereof; or
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(vi) reduce the percentage of aggregate principal amount of Bonds
Outstanding required for the taking of any action or reduce the quorum
required for any Bondholder mesting;

and provided, further, that no such modification, amendment or waiver in respect of
any matter specified in clauses (i)-(vi) above shal become effective over the
objection of the holders of more than 10% in aggregate principa amount of the
Bonds then Outstanding; and

(y) no such modification, amendment or waiver may, without the
consent of each holder affected thereby, change * [the governing law,
submission to jurisdiction, service of process or waiver of sovereign
immunity applicable to the Bonds|.

[insart any provisions regarding binding effect, etc.]

* |nsert gppropriate Section references.
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(¢) Voting by Bondholdersin respect of any modification, amendment or waiver of
the terms of the Bonds or the Fiscal Agency Agreement may be conducted by
written resolution or at a duly convened meeting of Bondholders, it being
understood that in the case of any modification, amendment or waiver in
respect of any matter specified in clauses (b)(x)(i)-(vi) above, dl Bondholders
shdl be provided the opportunity to consent or object thereto by casting an
affirmative or negative vote.

(d) At amesting of Bondholders called for any of the above purposes, persons
entitled to vote at least 75% in aggregate principa amount of the Bonds then
Outgtanding shdl condtitute a quorum. In the absence of aquorum at any such
mesting, the meeting may be adjourned for such succeeding periods of not less
than ten days as may be necessary.

(b) Related Definition

“Outgtanding” means, in reation to the Bonds, al Bonds authenticated and
delivered, except:

[Include relevant provisions regarding Bonds already redeemed, cancelled, void,
etc.]

provided, however, that in determining whether the holders of the requisite principd
amount of Bonds Outstanding are present at ameeting of holders of Bonds for
guorum purposes or have consented to or voted in favor of any matter hereunder,
Bonds which are owned or controlled, directly or indirectly, by or on behaf of the
Issuer or any agency or indrumentaity of the Issuer and which have not been
cancdled shdl (unless and until they are no longer so owned or controlled) be
deemed not to be Outstanding.
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) APPOINTMENT OF REPRESENTATIVE BONDHOLDER COMMITTEE
(@) Representative Bondholder Committee
At any time fallowing

(i) any Event of Default (or event which, with the giving of notice or
passing of time (or both), would become an Event of Default) or

(ii) receipt by the Fisca Agent of written notice from the Issuer, or
any public announcement by the Issuer, to the effect that the
Issuer is seeking or intends to seek arestructuring of the Bonds
(whether by amendment, exchange offer or otherwise),

the holders of Bonds may, with the consent or affirmative vote of the holders of
more than 50% in aggregeate principa amount of the Bonds then Outstanding,
appoint any persons as a committee to represent the holders of Bonds; provided, that
no such appointment shall become effective over the objection of the holders of
more than 25% in aggregate principa amount of the Bonds then Outstanding. Such
committee may, among other things, (x) engage legd counsd and financid advisors
to assigt it in representing the collective interests of the holders of Bonds, (y) adopt
any rules regarding its internad meetings and () enter into discussons with the

Issuer and/or its other creditors. The Issuer shdl pay any fees and expenses of such
committee (including, but not limited to, the fees and expenses of any such legd
counsd and financid advisors) within 30 days after ddivery to the Issuer of a
reasonably detailed invoice with supporting documentation.
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©) ACCELERATION AND DE-ACCELERATION

If any Event of Default shdl occur and be continuing, then the holders of 25% or morein
aggregate principa amount of the Bonds then Outstanding (as defined in the Fiscd Agency
Agreement) may, by written demand to the Issuer at the office of the Fiscad Agent, declare
al of the Bonds then outstanding to be immediately due and payable, whereupon the
principal of the Bonds and the interest accrued thereon and dl other amounts payable with
respect to the Bonds shall become and be immediately due and payable.

If the Fiscdl Agent receives written notice from holders of at least 75% in aggregate
principal amount of the Bonds then Outstanding that each Evert of Default giving riseto
such declaration of acceleration has been cured and that such holders request the Fiscal
Agent to rescind such declaration, the Fiscal Agent shdl, by notice to the Issuer and to the
Bondholders, rescind such declaration, whereupon it shdl be rescinded and of no further
effect.
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4 FINANCIAL AND OTHER INFORMATION

(@

()

(©

SDDS Reporting

So long as any Bond remains outstanding, the Issuer shdl maintain its
subscription to and fully comply with the SDDY[; provided, however, if the
Issuer does not, at the date of issuance of the Bonds, subscribe to the SDDS,
then it shall subscribe to and fully comply with the SDDS no later than [third
anniversary of such date of issuance]]. For these purposes:

@) “SDDS’ means the Specid Data Dissemination Standard established
by the Internationd Monetary Fund as in effect from time to time
and

(ii) any matter which the SDDS specifies as being encouraged (rather
than mandatory) shall be regarded as being mandatory.

Ralling Twelve-M onth For ecasts

So long as any Bond remains outstanding, the Issuer shall prepare and
publish (in the same manner in which data required under the SDDS needs to
be published), no later than [10] business days after the end of each caendar
quarter in each year, the following:

@) a twelve-month projection (prepared as of the end of such caendar
quarter) in respect of each aspect of the centra government budget
required to be disclosed on an actud basis under the SDDS; and

(ii) a twelve-month projection (prepared as of the end of such caendar
quarter) for each inflation figure required to be disclosed on an actud
basis under the SDDS.

[Provided, however, if the Issuer does not, at the date of issuance of the
Bonds, subscribe to the SDDS, then such projections shal be required as

from the end of the first cdendar quarter to fal after the earlier of (x) the

Issuer’ s subscription to the SDDS and (y) [the third anniversary of such date
of issuance.]

Other Information

So long as any Bond remains outstanding, the Issuer shdl provide the

following information in reasonable detail no later than [10] business days after
agreement on the applicable arrangements (or in the case of paragraph (v) below, no
later than [10] business days after the request from the Fiscal Agent):

() the terms of any areed minute, procés verba or other smilar record of
agreed Paris Club arangements relating to any indebtedness (whether
by way of guarantee or otherwise) of the Issuer or any of its agencies;
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(d)

(ii)

(iii)

@iv)

v)

the terms of any bilatera agreement entered into pursuant to any
such Paris Club arrangement;

comparable information to that refered to in (i) or (ii) above
regarding redtructuring arangements (whether by amendmernt,
exchange offer or otherwise) reaing to any indebtedness (whether
by way of guarantee or otherwise) of the Issuer or any of its
agencies with any creditor not paticipaing in Pais Club
arangements, where the aggregate amount of affected indebtedness
exceedsU.SH ] (or itsequivalent in any other currency);

the terms of any standby, extended fund or Smilar facility between
the Issuer and the Internationd Monetary Fund (including a copy of
any relaed technicad memorandum); and

such other information as the Fisca Agent (acting at the request of
holders of a least 5% of the aggregate principad amount of the
Bonds then Outstanding) may from time to time reasonably request.

Notices, etc.

[Additiona Language for Notices Section]

In addition, notices and other information required to be given to Bondholders shdl be
given to the Intenationa Primary Market Associaion (IPMA), EMTA (formerly the
Emerging Markets Traders Association), the Emerging Markets Creditors Association
(EMCA) and the Inditute of International Finance (IIF) for publication on ther respective

websites.
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MODEL COLLECTIVE ACTION CLAUSES

FOR

SOVEREIGN NOTES

(ENGLISH LAW NOTESWITH TRUSTEE)

10
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1. Amending Note Terms and Convening Noteholder M eetings

11

(a)

PROVISIONS FOR NOTE CONDITIONS
M eetings of Noteholders;, Written Resolutions

The Trust Deed contans provisons for convening meetings of Noteholders to
condder matters relaing to the Notes, including the modification of any provison of
these Conditions or the Trust Deed. Subject to paragraph (c¢) below, any such
modification may be made if approved by an Extraordinary Resolution. For these
purposes, 'Extraordinary Resolution” means (a) in relation to a proposa rdating to
any matter other than [summarise list of Reserved Matters] (each, a "Reserved
Matter")}, a resolution passed a a meeting of Noteholders duly convened and held
in accordance with the Trust Deed by a mgority of not less than 75 per cent. of the
votes cast and (b) in relation to a proposa relating to any Reserved Matter, a
resolution passed at a meeting of Noteholders duly convened and held in accordance
with the Trust Deed which meets the following two requirements, namdy, fird, the
holders of not less than 85% per cent. of the principal amount of the outstanding Notes
voted in favour of such resolution and, secondly, the holders of not more than 10 per
cent. of the principd amount of the outstanding Notes voted againgt such resolution.
Such a meeting may be convened by the Issuer or the Trustee and shdl be convened
by the Trusee (i) a any time following a Rdevant Event (as defined in the Trust
Deed), upon the request in writing of holders of not less than 5 per cent. of the
aggregate principd amount of the outstanding Notes and (ii) & any other time, upon
the request in writing of holders of not less than 10 per cent. of the aggregate
principd amount of the outstanding Notes. The quorum a any meeting of
Noteholders convened to vote on an Extraordinary Resolution will be two or more
persons holding or representing one more than haf of the aggregate principd amount
of the outstanding Notes or, a any adjourned meeting of Noteholders, two or more
persons being or representing Noteholders whatever the principd amount of the
Notes held or represented; provided, however, that proposds relating to any
Reserved Matter may only be gpproved by an Extraordinary Resolution passed at a
meseting of Noteholders at

Y Itis customary to summarise the list of Reserved Mattersin the Conditions so as to ensure full disclosureis
made to Noteholders. However, for the sake of brevity and to avoid unnecessary repetition, in these Model

Clauses the definition of ©

eserved v atters only appears in the definition set out below for inclusion in the

definitions section of the Trust Deed.

2 In compelling circumstances in the context of a predominantly retail distribution, it may be appropriate to
reduce the applicable percentage, but not below 75%.
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(b)

(©)

1.2

which two or more persons holding or representing not less than 85° per cent. of the
principad amount of the outstanding Notes form a quorum. Any Extreordinary
Resolution duly passed a any such meeting shdl be binding on al the Noteholders,
whether present or not.

In addition, the Trus Deed contans provisons for the passng of resolutions in
writing without the convening of a meeting of Noteholders. A resolution in writing
sgned by or on behdf of the holders of not less than 75 per cent. of the principd
amount of the outstanding Notes (in the case of a resolution in reation to a proposa
relating to any matter other than a Reserved Matter) will take effect as if it were an
Extraordinary Resolution. In the case of a resolution in relation to a proposal relaing
to a Resarved Matter, a resolution in writing which stisfies the following two
requirements will take effect as if it were an Extreordinary Resolution, namdy, firg,
it is Sgned by or on behdf of the holders of not less than 85" per cent. of the
principd amount of the outstanding Notes and, secondly, the holders of not more
than 10 per cent. of the principd amount of the outstanding Notes have, by
natifications in writing to the Trustee, voted agangt such resolution in writing during
the time prescribed by the Trugtee for such notifications. Any resolution in writing
may be contained in one document or severd documents in the same form, each
sgned by or on behdf of one or more Noteholders.

Notwithstanding paragraphs (@) and (b) above, no such modification, amendment or
walver, whether by way of Extreordinary Resolution, Written Resolution or any
other means shall, without the consent of each Noteholder affected thereby, modify,
amend or waive Condition [ ] Governing law, Jurisdiction, Waiver of Immunity
and Service of Process).

ASSOCIATED DEFINITIONSOF THE TRUST DEED

"Extraordinary Resolution” means

(a) in relation to a proposd relating to any matter other than a Reserved Maitter,
a resolution passed by a mgority of not less than 75 per cent. of the votes
cast a a Meeting duly convened and held in accordance with fthe Schedule
to the Trust Deed relating to meetings]; and

3 In compelling circumstances in the context of a predominantly retail distribution, it may be appropriate to
reduce the applicable percentage, but not below 75%.
* In compelling circumstances in the context of a predominantly retail distribution, it may be appropriate to
reduce the applicable percentage, but not below 75%.

13
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(b) in relation to a proposa relating to any Reserved Matter, a resolution passed
a a Meeting duly convened and held in accordance with [the Schedule to the
Trust Deed relating to meetings] which medas the folowing two
requirements, namely, firgt, the holders of not less than 85° per cent. of the
principd amount of the outstanding Notes voted in favour of such resolution
and, secondly, the holders of not more than 10 per cent of the principa
amount of the outstanding Notes voted againgt such resolution;

" Potential Event of Default” means an event or circumstance which could, with the
giving of notice, lgpse of time, the isuing of a certificate and/or fulfilment of any

other requirement provided for in Condition [ ] (Events of Default) become an Event
of Default;

"outstanding” means, in relation to the Notes, dl the Notes other than:

[Include relevant provisions dealing with Notes which have already been redeemed,
cancelled, become void etc]

provided that for each of the following purposes, namely:

(i) the right to attend and vote at any meeting of Noteholders or the right to vote for
the purposes of a Written Resolution;

(i) determining whether the quorum requirement for the purposes of any
mesting is stisfied;

(iii) the determination of how many and which Notes are for the time beng
outstanding for the purposes of Clauses [ ] (egal Proceedings) and [ |
(Waiver), Conditions [ ] Events of Default), [ ] (Meetings of Noteholders;
Modification) and [ ] (Appointment of Representative Noteholder
Committee); and

(iv) any discretion, power or authority, whether contained in this Trust Deed or
provided by law, which the Trustee is required to exercise in or by reference
to the interests of the Noteholders or any of them,

those Notes (if any) which are for the time being held or controlled, directly or indirectly,

by or on behdf of the Issuer or any agency or insrumentaity of the Issuer and which have
not been cancelled shdl (unless and until ceasing to be so held or controlled) be deemed not
to remain outstanding;

® In compelling circumstances in the context of a predominantly retail distribution, it may be appropriate to
reduce the applicable percentage, but not below 75%.

14
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"Relevant Event" means

@)
(b)

the occurrence of any Event of Default or Potentid Event of Defaullt; or

the receipt by the Trustee of written notice from the Issuer, or any public
announcement by the Issuer, to the effect that the Issuer is seeking or intends
to seek a restructuring of the Notes (whether by amendment, exchange offer
or otherwise);

"Reserved M atter" means any proposa:

@

(b)
(©

(d)

(€)

(f)

to change any date fixed for payment of principa or interest in respect of the
Notes, to reduce the amount of principa or interest payable on any date in
respect of the Notes or to ater the method of cdculatiing the amount of any
payment in respect of the Notes on redemption or maturity or the date for
any such payment;

to change the currency in which amounts due in respect of the Notes are payable;

to change the quorum required a any Meeting or the mgority required to
pass an Extraordinary Resolution;

to amend this definition, the definition of "Extraordinary Resolution”, the
definition of "outstanding” or the definition of "Written Resolution™; or

to amend or wave the pari passu provisons of the Notes st out in
Condition [ ] (&atus) [or other specified covenants as appropriate, to be
determined on a case-by-case basis’] ; or

amend or waive [the events of default or negative pledge] in such away asto
substantially deprive Noteholders of the benefit thereof:’

"Written Resolution" means

(@

(b)

in relation to a proposa relating to any matter other than a Reserved Matter,
a resolution in writing sgned by or on behdf of the holders of not less than
75 per cent. of the principa amount of the outstanding Notes, and

in relation to a proposa relating to a Reserved Matter, aresolution in writing
which saisfies the following two requirements, namdy, fire, it is signed by
or on behdf of the holders of not less than 85s per cent. of the

® Insert appropriate references to particular numbered Conditions of the Notes.

" Insert appropriate references to particular numbered Conditions of the Notes.

8 In compelling circumstances in the context of a predominantly retail distribution, it may be appropriate to
reduce the applicable percentage, but not below 75%

15
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principad amount of the outstanding Notes and, secondly, the holders of not
more than 10 per cent. of the principd amount of the outstanding Notes
have, by natifications in writing to the Trustee, voted againg such resolution
in writing during the time prescribed by the Trustee for such natifications,

in each case whether contained in one document or several documents in like form, each
signed by or on behalf of one or more such holders of the Notes.

1.3 ADDITIONAL PROVISIONS OF THE TRUST DEED
Extraordinary Resolution bindsall holders

An Extraordinary Resolution shdl be binding upon al Noteholders, whether or not
present at such Mesting, and each of the Noteholders shdl be bound to give effect to
it accordingly. Notice of the result of every vote on an Extraordinary Resolution

shall be given to the Noteholders and the Paying Agents (with a copy to the Issuer
and the Trustee) within 14 days of the conclusion of the Meeting or completion of

the procedures for a Written Resolution.

Form of Resolution for Reserved Matters

Any resolution associated with a proposal relating to any Reserved Matter or any
proposa for the purposes of appointing a representative Notehol ders committee
following a Redlevant Event (in each case, whether submitted to avote at aduly
convened mesting of Noteholders or submitted to Noteholders in writing) shall
provide Noteholders with the opportunity to consent or object thereto by permitting
the cadting of an affirmative or negative vote.

Written Resolution

A Written Resolution shdl take effect asif it were an Extraordinary Resolution.

16
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2.

APPOINTMENT OF REPRESENTATIVE NOTEHOLDER COMMITTEE
(Additional Provison for Trust Deed)

At any time following a Reevant Event, the Noteholders may, by notice in writing
to the Trustee from, or a resolution passed by the affirmative vote of, the holders of
more than 50 per cent. in aggregate principal amount of the Notes then outstanding,
appoint any persons as a committee to represent the interests of the Noteholders;
provided, however, that no such gppointment shdl be effective if the holders of more
than 25 per cent. of the principa amount of the outstanding Notes have ether (a) by
notification in writing to the Trustee objected to such appointment during the time
prescribed by the Trustee for such notifications or (b) voted against such resolution.

Such committeg, in its discretion, may, among other things (i) engage legd advisars
and financid advisers to assg it in representing the interests of the Noteholders, (ii)
adopt such rules as it congders gppropriate regarding its proceedings and (iii) enter
into discussions with the Issuer and/or other creditors of the Issuer. The Issuer shdl
pay awy fees and expenses of any such committee (including, without limitation, the
fees and expenses of the committeds legd advisars and financid advisers, if any)
within 30 days of the ddivery to the Issuer of a reasonably detalled invoice and
supporting documentation.

" SeeModel Clause 1 and associated definitions for definition of " Relevant Event".

17



EMCA « EMTA < |IF « IPMA « ISMA = SIA « TBMA

3 Collective Acceleration and de-Acceleration
(To beincluded in Events of Default Provision in Note Conditions)

If any Event of Default” occurs and is continuing, then the Trustee & its discretion
may, or a the request in writing of the holders of not less than 25 per cent. in
aggregate principa amount of the Notes then outstanding shall, by notice in writing
to the Issuer, declare dl the Notes to be immediately due and payable, whereupon
they shal become immediately due and payable & their principal amount together
with accrued interest without further action or formdity.

If the Trustee receives written notifications from holders of not less than 75 per cent.
in aggregate principa amount of the Notes then outstanding to the effect that the
Event of Default or Events of Default giving rise to the above mentioned declaration
of acceleration is or are cured following such declaration and that such holders
request the Trustee to rescind such declaration, the Trustee shdll, by notice in writing
to the Issuer, rescind such declaration whereupon it shall be rescinded and shdl have
no further effect. No such rescisson shdl affect any other or any subsequent Event
of Default or any right of the Trustee or any Noteholder in relation thereto.

" The precise definition of Event of Default will be set out in the Condition of the Notes dealing with the
Events of Default.

18
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4

(@)

(®)

FINANCIAL AND OTHER INFORMATION
(Additional Provision for Note Conditions)

SDDS Reporting

So long as any of the Notes remains outstanding, the Issuer shal maintain its
subscription to and fully comply with the SDDY[; provided, however, that, if the
Issuer does not, at the date of issuance of the Notes, subscribe to the SDDS, then it
shdl subscribe to and fully comply with the SDDS no later then [third anniversary of
the Issue Datd]].

For these purposes.

@ "SDDS" means the Specid Data Dissemination Standard established by the
Internationa Monetary Fund as in effect from time to time; and

(i) any matter which the SDDS specifies as being encouraged (rather than
mandatory) shal be regarded as being mandatory.

Rolling 12 Month Forecasts

So long as any of the Notes remains outstanding, the Issuer shdl prepare and publish
(in the same manner in which data required under the SDDS needs to be published),
no later than [10] business days after each Quarter Day in each year, the following:

(0] a 12 month projection (prepared as from such Quarter Day) in respect of
each of those aspects of the centra government budget which are required to
be produced on an actual basis under the SDDS; and

(i) a 12 month projection (prepared as from such Quarter Day) in respect of each of
the inflation figures which are required to be produced on an actual basis under
the SDDS;

provided, however, that, if the Issuer does not, at the date of issuance of the Notes,
subscribe to the SDDS, then the above-mentioned projections shall be required as
from the earlier of (x) the first Quarter Day to fal after the Issuer does subscribe to
the SDDS and (y) the first Quarter Day to fdl after [third anniversary of the Issue
Dateq.

For these purposes " Quarter Day" means, in relaion to ayear, 31 March, 30 June,
30 September and 31 December of that yesr.

19
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(©

Other Information

So long as any of the Notes remains outstanding, the Issuer shdl provide the
following information in reasonable detail no later than [10] business days after
agreement on the gpplicable arrangements (or in the case of paragraph (v) below, no
later than [10] business days after the request from the Trustee), namely:

(i)

(i)

(il

(iv)

v)

the terms of any agreed minute, procés verbal or other similar record of agreed
Paris Club arrangements relating to any indebtedness (whether by way of
guarantee or otherwise) of the Issuer or any of its agencies (and shall ensure that
the stock of affected debt and applicable rescheduling terms are described);

the terms of any bilateral agreement entered into pursuant to a Paris Club
arrangement relating to any indebtedness (whether by way of guarantee or
otherwise) of the Issuer or any of its agencies (and shall ensure that the stock of
affected debt, interest terms and other applicable rescheduling terms are
described);

corresponding information to that described in (i) or (ii) above in reation to
retructuring arrangements  (whether by amendment, exchange offer or
otherwise) relating to any indebtedness (whether by way of guarantee or
otherwise) of the Issuer or any of its agencies with any other creditor or
creditors not participating in Paris Club arangements where the aggregete
amount of affected indebtedness exceeds U.S$ ] (or its equivdent in any
other currency or currencies);

the terms of any sandby, extended funds or smilar facility settled between
the Issuer, its government or any ministry of the Issuer and the Internaiond
Monetary Fund (including a copy of any relaed technicd memorandum);
ad

such other information as the Trustee (whether a the ingruction of holders
of not less than 5 per cent. of the aggregate principad amount of the
outstanding Notes or otherwise) may from time to time reasonably request.

All such information shal be provided to the Trustee and to each of the Relevant
Industry Bodies for publication on their respective websites. For these purposes,
"Relevant Industry Bodies' meansthe Internationd Primary Market Association
(IPMA), EMTA, the Emerging Markets Creditors Association (EMCA) and the
Ingtitute of Internationa Finance (11F) and in each case includes any successor

thereto.
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(Additional language for Notices provision)

In addition, notices and other information required to be given to the Noteholders shdl be
given to the Relevant Industry Bodies for publication on their respective websites.
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1. Amending Note Terms and Convening Noteholder M eetings
11 PROVISIONS FOR NOTE CONDITIONS

Meetings of Noteholders; Written Resolutions

(@ The Fscd Agency Agreement contans provisons for convening meetings of
Noteholders to consider matters relating to the Notes, including the modification of
any provison of these Conditions. Subject to paragaph (c) beow, any such
modification may be made if approved by an Extraordinary Resolution. For these
purposes, "Extraordinary Resolution” means (@) in relation to a proposd relating
to any matter other than [summarise list of Reserved Matters| (each, a "Reserved
Matter")}, a resolution passed a a meeting of Noteholders duly convened and held
in accordance with the Fiscd Agency Agreement by a mgority of not less than 75
per cent. of the votes cast and (b) in relation to a proposal relaing to any Reserved
Matter, a resolution passed a a meeting of Noteholders duly convened and held in
accordance with the Fiscal Agency Agreement which meets the following two
requirements, namdy, firs, the holders of not less than 85° per cent. of the
principd amount of the outstanding Notes voted in favour of such resolution and,
secondly, the holders of not more than 10 per cent. of the principd amount of the
outstanding Notes voted againgt such resolution. Such a meeting may be convened
by the Issuer or the Fisca Agent and shdl be convened by the Fiscd Agent (i) at
any time following a Relevant Event (as defined in the Fisca Agency Agreement),
upon the request in writing of holders of not less than 5 per cent. of the aggregate
principd amount of the outstanding Notes and (ii) a any other time, upon the
request in writing of holders of not less than 10 per cent. of the aggregate principd
amount of the outstanding Notes. The quorum a any meeting of Noteholders
convened to vote on an Extreordinary Resolution will be two or more persons
holding or representing one more than haf of the aggregate principd amount of
the outstanding Notes or, a any adjourned meeting of Noteholders, two or more
persons being or representing Noteholders whatever the principad amount of the
Notes held or represented; provided, however, that proposds reaing to any
Reserved Matter may only be approved by an Extraordinary Resolution passed a a
meeting of Noteholders at which two or more persons holding or representing not

1 Itis customary to summarise the list of Reserved Mattersin the Conditions so as to ensure full disclosure
is made to Noteholders. However, for the sake of brevity and to avoid unnecessary repetition, in these
Model Clauses the definition of Reserved Matters only appears in the definition set out below for
inclusion in the definitions section of the Fiscal Agency Agreement.

2 In compelling circumstances in the context of a predominantly retail distribution, it may be appropriate to
reduce the applicable percentage, but not below 75%.
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(b)

(©)

1.2

less than 85° per cent. of the principd amount of the outstanding Notes form a
quorum. Any Extraordinary Resolution duly passed a any such meeting shdl be
binding on al the Noteholders, whether present or not.

In addition, the Fiscd Agency Agreement contains provisons for the passng of
resolutions in writing without the convening of a medting of Noteholders. A
resolution in writing sgned by or on behaf of the holders of not less than 75 per
cent. of the principal amount of the outstanding Notes (in the case of a resolution
in relation to a proposd reating to any metter other than a Reserved Matter) will
take effect as if it were an Extraordinary Resolution. In the case of a resolution in
relation to a proposal relating to a Reserved Matter, a resolution in writing which
sidfies the following two requirements will teke effect as if it wee an
Extraordinary Resolution, namdly, fird, it is sgned by or on behdf of the holders
of not less than 85* per cent. of the principal amount of the outstanding Notes and,
secondly, the holders of not more than 10 per cent. of the principd amount of the
outtanding Notes have, by natifications in writing to the Fiscd Agent, voted
agang such resolution in writing during the time prescribed by the Fiscd Agent
for such natifications. Any resolution in writing may be contained in one document
or severd documents in the same form, each signed by or on behaf of one or more
Noteholders.

Notwithstanding paragraphs (@) and (b) above, no such modification, amendment
or waiver, whether by way of Extreordinary Resolution, Written Resolution or any
other means shdl, without the consent of each Noteholder affected thereby,
modify, amend or waive Condition [ ] Governing law, Jurisdiction, Waiver of
Immunity and Service of Process).

ASSOCIATED DEFINITIONS OF THE FISCAL AGENCY AGREEMENT

"Extraordinary Resolution" means

(@ in relaion to a proposd reating to any metter other than a Reserved
Matter, a resolution passed by a mgority of not less than 75 per cent. of
the votes cast a a Meeting duly convened and held in accordance with
[the Schedule to the Fiscal Agency Agreement relating to meetings|; and

%In compelling circumstancesin the context of a predominantly retail distribution, it may be appropriate to
reduce the applicable percentage, but not below 75%.
* In compelling circumstances in the context of a predominantly retail distribution, it may be appropriate to
reduce the applicable percentage, but not below 75%.
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(b) in relation to a proposad reaing to any Reserved Matter, a resolution
passed a a Meeting duly convened and held in accordance with [the
Schedule to the Fiscal Agency Agreement relating to meetings| which
meets the following two requirements, namdy, firg, the holders of not less
than 85° per cent. of the principd amount of the outstanding Notes voted
in favour of such resolution and, secondly, the holders of not more than 10
per cent of the principd amount of the outstanding Notes voted agangt
such resolution;

""Potential Event of Default™ means an event or circumstance which could, with the
giving of notice, lapse of time, the issuing of a certificate and/or fulfilment of any
other requirement provided for in Condition [ ] (Events of Default) become an Event
of Default;

"outstanding™ means, in relation to the Notes, al the Notes other than:

[Include relevant provisions dealing with Notes which have already been redeemed,
cancelled, become void etc]

provided that for each of the following purposes, namely:

(0] the right to attend and vote a any meeting of Noteholders or the right to
vote for the purposes of a Written Resolution;

@i determining whether the quorum requirement for the purposes of any
meeting is satidfied;

(i) the determination of how many and which Notes are for the time being
outsanding for the purposes of Conditions [ ] (Events of Default), [ ]
(Meetings of Noteholders, Modification) and [ ] (Appointment of
Representative Noteholder Committee); and

(iv) any discretion, power or authority, whether contained in this Fiscd
Agency Agreement or provided by law, which the Fiscad Agent is required
to exercise in or by reference to the interests of the Noteholders or any of
them,

those Notes (if any) which are for the time being held or controlled, directly or
indirectly, by or on behdf of the Issuer or any agency or indrumentdity of the
Issuer and which have not been canceled shdl (unless and until ceasing to be s0
held or controlled) be deemed not to remain outstanding;;

® In compelling circumstances in the context of a predominantly retail distribution, it may be appropriate to
reduce the applicable percentage, but not below 75%.
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"Relevant Event" means

@
(b)

the occurrence of any Event of Default or Potentid Event of Default; or

the receipt by the Fiscd Agent of written notice from the Issuer, or any public
announcement by the Issuer, to the effect that the Issuer is seeking or intends to
seek a redructuring of the Notes (whether by amendment, exchange offer or
otherwise);

"Reserved Matter" means any proposal:

@

(b)
(©

(d)

C)

(®

to change any date fixed for payment of principd or interest in respect of the
Notes, to reduce the amount of principa or interest payable on any date in respect
of the Notes or to dter the method of caculating the amount of any payment in
respect of the Notes on redemption or maturity or the date for any such payment;

to change the currency in which amounts due in respect of the Notes are payable;

to change the quorum required a any Mesting or the mgority required to pass an
Extraordinary Resolution;

to amend this definition, the definition of "Extraordinay Resolution”, the
definition of "outdtanding” or the definition of "Written Resolution'”;

to amend or waive the pari passu provisions of the Notes set out in Condition [ ]
(Status) [or other specified substantive covenants as appropriate, to be
determined on a case-by-case basis6] ; or

amend or wave [the events of default or negative pledge] in such a way as to
substantialy deprive Noteholders of the benfit thereof;

"Written Resolution means:

@

(b)

in relation to a proposd relaing to any matter other than a Reserved Matter, a
resolution in writing signed by or on behdf of the holders of not less than 75 per
cent. of the principal amount of the outstanding Notes, and

in relaion to a proposa rdaing to a Reserved Matter, a resolution in writing
which satidfies the fallowing two requirements, namdly, fird, it is signed by or on
behdf of the holders of not less than 857 per cent. of the principa amount of the

® Insert appropriate references to particular numbered Conditions of the Notes.
" In compelling circumstances in the context of a predominantly retail distribution, it may be appropriate to
reduce the applicable percentage, but not below 75%
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13

outstanding Notes and, secondly, the holders of not more than 10 per cent. of the
principa amount of the outstanding Notes have, by natifications in writing to the

Fiscd Agent, voted agangt such resolution in writing during the time prescribed
by the Fisca Agent for such notifications, in each case whether contained in one
document or severd documents in like form, each sgned by or on behdf of one
or more such holders of the Notes.

ADDITIONAL PROVISIONSOF THE FISCAL AGENCY AGREEMENT
Extraordinary Resolution binds all holders

An Extraordinary Resolution shdl be binding upon al Noteholders, whether or not
present a such Meeting, and each of the Noteholders shdl be bound to give effect
to it accordingly. Notice of the result of every vote on an Extraordinary Resolution
shall be given to the Noteholders and the Paying Agents (with a copy to the I ssuer)
within 14 days of the conclusion of the Meeting or completion of the procedures
for aWritten Resolution.

Form of Resolution for Reserved Matters

Any resolution associated with a proposal relaing to any Reserved Matter or any
proposa for the purposes of appointing a representative Notehol ders committee
following a Rdevant Event (in each case, whether submitted to avote a aduly
convened meseting of Noteholders or submitted to Noteholdersin writing) shal
provide Noteholders with the opportunity to consent or object thereto by
permitting the cagting of an affirmative or negative vote.

Written Resolution

A Written Resolution shdl take effect asif it were an Extraordinary Resolution.
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2. APPOINTMENT OF REPRESENTATIVE NOTEHOLDER COMMITTEE
(Additional Provision for Fiscal Agency Agreement)

At any time folowing a Relevait Event, the Noteholders may, by notice in
writing to the Fiscd Agent from, or a resolution passed by the affirmative vote of,
the holders of more than 50 per cent. in aggregate principa amount of the Notes
then outstanding, gppoint any persons as a committee to represent the interests of
the Noteholders, provided, however, that no such gopointment shal be effective if
the holders of more than 25 per cent. of the principd amount of the outstanding
Notes have ether (a) by natifications in writing to the Fiscd Agent objected to
such gppointment during the time prescribed by the Fscd Agent for such
notifications or (b) voted agang such resolution. Such committee, in its
discretion, may, among other things (i) engage legd advisers and financid advisers
to assid it in representing the interests of the Noteholders, (ii) adopt such rules as it
consders appropriate regarding its proceedings and (iii) enter into discussons with
the Issuer and/or other creditors of the Issuer. The Issuer shdl pay any fees and
expenses of ay such committee (incduding, without limitation, the fees and
expensss of the committeg's legd advisars and financid advisars, if any) within 30
days of the delivery to the Issuer of a ressonably detailed invoice and supporting
documentation.

" See Model Clause 1 and associated definitions for definition of " Relevant Event".
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3 Collective Acceleration and de-Acceleration
(To beincluded in Events of Default Provision in Note Conditions)

If any Event of Default” occurs and is continuing, then the holders of not less than
25 per cent. in aggregate principa amount of the Notes then outstanding may, by
notice in writing to the Issuer or to the specified office of the Fisca Agent, declare
al the Notes to be immediatdly due and payable, whereupon they shdl become
immediatdy due and payable at their principad amount together with accrued
interest without further action or formality. Notice of any such declaration shall
promptly be given to dl other Noteholders.

If the Fiscal Agent receives written notifications from holders of not less than 75
per cent. in aggregate principal amount of the Notes then outstanding to the effect
that the Event of Default or Events of Default giving rise to the above mentioned
declaration of acceleration is or are cured following such declaration and that such
holders request the Fiscal Agent to rescind such declaration, the Fiscd Agent shdll,
by notice in writing to the Issuer and the Noteholders, rescind such declaration
whereupon it shal be rescinded and shal have no further effect. No such
rescisson shdl affect any other or any subsequent Event of Default or any right of
any Noteholder in relation thereto.

" The precise definition of Event of Default will be set out in the Condition of the Notes dealing with the
Events of Default.
30



EMCA « EMTA < |IF = IPMA = ISMA = SIA « TBMA

4

@

(b)

FINANCIAL AND OTHER INFORMATION
(Additional Provision for Note Conditions)
SDDS Reporting

So long as any of the Notes remains outstanding, the Issuer shal maintain its
subscription to and fully comply with the SDDY]; provided, however, that, if the
Issuer does nat, at the date of issuance of the Notes, subscribe to the SDDS, then it
ghdl subscribe to and fully comply with the SDDS no later than [third anniversary
of the Issue Datd].

For these purposes.

(0] "SDDS' means the Specid Data Dissemination Standard established by
the International Monetary Fund as in effect from time to time; and

(i) any mater which the SDDS specifies as being encouraged (rather than
mandatory) shal be regarded as being mandatory.

Rolling 12 Month Forecasts

So long as any of the Notes remains outstanding, the Issuer shdl prepare and
publish (in the same manner in which data required under the SDDS needs to be
published), no later than [10] business days after each Quarter Day in each year,
the following:

() a 12 month projection (prepared as from such Quarter Day) in respect of
each of those aspects of the centra government budget which are required
to be produced on an actud basis under the SDDS; and

(i) a 12 month projection (prepared as from such Quarter Day) in respect of
each of the inflation figures which are required to be produced on an
actua basis under the SDDS;

provided, however, that, if the Issuer does not, a the date of issuance of the Notes,
subscribe to the SDDS, then the above-mentioned projections shall be required as
from the earlier of (x) the first Quarter Day to fdl after the Issuer does subscribe to
the SDDS and (y) the first Quarter Day to fdl after [third anniversary of the Issue
Date].

For these purposes " Quarter Day" means, in relation to ayear, 31 March, 30
June, 30 September and 31 December of that year.
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(©

Other Information

So long as any of the Notes remains outstanding, the Issuer shdl provide the
fallowing information in reasonable detail no later than [10] business days after
agreement on the gpplicable arrangements (or in the case of paragraph (v) below,
no later than [10] business days after the request from the Fisca Agent), namely:

0]

(i)

(i)

)

v)

the terms of any agreed minute, procés verba or other smilar record of
agreed Paris Club arrangements relating to any indebtedness (whether by
way of guarantee or otherwise) of the Issuer or any of its agencies (and
shdl ensure that the stock of affected debt and applicable rescheduling
terms are described);

the terms of any bilateral agreement entered into pursuant to a Paris Club
arangement relating to any indebtedness (whether by way of guarantee or
otherwise) of the Issuer or any of its agencies (and shdl ensure tha the
dock of affected debt, interest terms and other applicable rescheduling
terms are described);

corresponding information to that described in (i) or (i) above in reation
to redtructuring arangements (whether by amendment, exchange offer or
othewise) rdatiing to any indebtedness (whether by way of guarantee or
otherwise) of the Issuer or any of its agencies with any other creditor or
creditors not participating in Paris Club arrangements where the aggregate
amount of affected indebtedness exceeds U.S.4 ] (or its equivdent in
any other currency or currencies);

the terms of any standby, extended funds or smilar facility settled between
the Issuer, its government or any minisdry of the Issuer and the
Internationd Monetary Fund (including a copy of any related technicd
memorandum); and

such other information as the Fisca Agent (acting a the ingruction of
holders of not less than 5 per cent. of the aggregate principd amount of the
outstanding Notes) may from time to time reasonably request.

All such information shall be provided to the Fiscal Agent and to each of the
Relevant Industry Bodies for publication on their respective websites. For these
purposes, " Relevant Industry Bodies' meansthe Internationa Primary Market
Association (IPMA), EMTA, the Emerging Markets Creditors Association
(EMCA) and the Indtitute of International Finance (11F) and in each case includes
any successor thereto.
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(Additional language for Notices provision)

In addition, notices and other information required to be given to the Noteholders shal be
given to the Relevant Industry Bodies for publication on their respective websites.
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Discussion Dr aft
Annex B
1/31/2003
A Code of Conduct for Emerging M arkets

Background

Recent debate has focused on legal approaches to managing crisesin emerging
markets. Specifically, dternative approaches have been advanced to facilitate the
restructuring of externa debt in cases where a sovereign’s debt is considered
unsustainable. The private sector has proposed marketable collective action clauses
(CACs) as part of a market-based gpproach, while many in the officia sector have
advocated a “two track” approach, including both collective action clausesand a
sovereign debt restructuring mechanism (SDRM) that would override current lega
frameworksin al IMF member countries.

While the aim of each of these gpproaches would be to facilitate the process of
restructuring sovereign externa debt only in alimited number of cases, neither would, by
itself, srengthen crisis prevention, promote a renewa of capitd flows or facilitate the
resolution of related problemsinvolving domestic debt, private sector debt or debt
extended by bilateral and multilatera agencies.

By contrast, this Code of Conduct represents a more comprehensive approach to
grengthening the framework of emerging markets finance, including -- but not limited to
-- debt restructuring when debt levels have become unsustainable. This approach rests on
the premise that al participants, whatever their roles and responsibilities, share abasic
interest in promoting greeter financia sability and growth in emerging markets. It
regffirms a commitment by al partiesto strengthened crisis prevention, promotes debtor-
creditor consultations before problems become unmanageable, and envisions the
incorporation of marketable clauses in sovereign bond contracts that could help to make
the restructuring process more flexible. Furthermore, this gpproach explicitly recognizes
that market participants accept full responsbility for ther investment and lending
decisonsin emerging markets and that they do not expect “bail outs’ from the officid
sector. This gpproach aso takes into consderation the issue of aggregeation of voting
rights and addresses this through proven market practices on a case-by-case basis.

Unlike mechaniams that concentrate exclusively on debt restructuring and become
relevant only following afinancia crigs, when severe lossesin output and growth have
aready occurred, this gpproach is pro-active and growth-oriented. It seeksto avoid debt
restructurings where gill possible, facilitate them where necessary, and in al cases
restore early market access.
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A Code of Conduct

Toward that god, the following principles should guide the actions of partiesin

emerging markets finance and provide a framework for their behavior. Parties adhering
to this Code of Conduct agree however, that the Code of Conduct is only a guideline for
their actions and that none of its provisions has, or should be given, any legd effect asa
matter of contract, comity or otherwise.

Crids Prevention Phase

Sound policies, structura reforms, transparency, adherence to standards and codes,
rule of law, sound risk management, and IMF surveillance and are dl essentid parts
of crigs prevention. Six particular points, however, are worth emphasizing:

1. Properly functioning capita markets are built on the mutual expectations created
by the rule of law and by the basic principle that, whether or not they chooseto
enforce their rights, al market participants are entitled to performance of their
contracts in accordance with their terms. Policies, attitudes, and ingtitutions that
support and tend to give effect to these basic principles are essentid and must
consstently be encouraged and strengthened.

2. Thorough analys's and sound risk management by investors/creditors can
minimize the risks of contagion, epecidly when coupled with robust investor
relaions programs by debtors. IMF lending decisions should be supportive of
such efforts.

3. Market-basad exchange rate regimes can be an important ingredient in facilitating
adjustment without crises, especidly with afoundation of sound fisca and
monetary palicy.

4. Consderation should be given to the development of a central database of
sovereign borrowing which is accessible to al market participants. Such a project

could be based on the current |1 F database, perhapsin collaboration with the IMF.

5. Thevoluntary indlusion of marketable collective action dlausesin bond
documentation, in the context of market-oriented transactions, should be
encouraged at dl times. As designed, these clauses will enhance transparency and
thereby strengthen crisis prevention, as well asfacilitate orderly debt restructuring
where necessary. Greater trangparency in the documentation of bond issues
generdly, for example by supplementing existing IPMA summary disclosure
guidelines with a proposed checklist of key bond provisons, would aso help to
promote cris's prevention.

6. Sovereign debtors should subscribe to and comply with the IMF s Specid Data
Dissemination Standard.
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A comprehensve gpproach to strengthening crisis prevention is an integra
part of this Code of Conduct. The essentid dements of such an approach are st
forth in the Appendix.

[l. Criss Management Phase

(A) Sovereign debtors should:

1. Take strong measures amed at stabilizing the macroeconomic
environment, revitaizing structurd reform, and laying the basis for
renewed growth. Itisvitd that political support for these measures be
developed.

2. Work with the IMF to strengthen poalicies, obtaining IMF financid and
programmetic support as appropriate as part of a process of restoring
growth and market access.

3. Engagein an early and intengified dialogue with key investors and
creditors to help determine approaches mogst likely to rebuild market
confidence, making use of an advisory group comprised of leading private
sector emerging market participants that would give way to a country-
specific creditor group in cases where restructuring cannot be avoided. In
paticular & avery early stage of potentid financid difficulties, pro-active
liability management in consultation with market participants could play
an effective role in promoting market confidence. In this connection, the
sovereign should consider ways to limit the potentia spillover effect on
the country’s private sector externd obligations.

4. Avoid measures that would violate the rights of foreign or domestic
investors, preserving an open investment environment that respects
investment rights, and avoiding exchange controls on non-residents except
for temporary periods in exceptiona circumstances. In this connection,
authorities should acknowledge the deleterious effect of resdernt capita
outflows and work toward making domestic investment more attractive.

5. In connection with a preliminary determination by the debtor that debt
restructuring may be needed,

(&) Take appropriate steps to establish a sound foundation for a
consensual approach toward avoiding or resolving its
financid crigs, such asretaining internationa financid and
legal advisors, initiating contact with any creditor committee
in formation, and consulting with key creditors before any
payments are missed in order to explore aternative market-
based approaches to addressing debt- service problems (such
as voluntary roll-over requests or debt exchanges).
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(b)

©

(d)

C)

(f)

(¢))

(h)

0]

()

()

If debt restructuring becomes unavoidable, identify officids
respongble for consulting with creditors and engagein a
condructive process of regular didlogue and meetings with
representatives of bondholders and other key creditors,
ensuring mutua understanding of unfolding eventsand a
continuous exchange of views.

Negotiate promptly, in good faith, and directly with abroadly
representative group of creditors (including bondholders) the
terms of any proposed restructuring. In connection with any
such restructuring discussions, the reasonable costs of such
creditor group’sfinancia and legd advisors should be borne
by the sovereign debtor.

Discloseto dl creditors detals regarding al outstanding
financid obligations, including proposed trestment thereof.

Disclose fully dl bonds and loans owned or controlled,
directly or indirectly, by the sovereign and ensure that such
obligations are not voted in respect of such restructuring.

Disclose fully to itsinvestors/creditors central agpects of its
economic policies and programs, including al assumptions,
commitments, and targets involved in any IMF-supported
program.

Avoid discriminating among creditors based on domicile,
currency, maturity, or type of entity.

Seek a comparable rescheduling from dl officid bilaterd
creditors.

Seek to maintain debt service during negotiations asasign of
good faith and, to the extent necessary, resume full payment
of al principal and interest as soon as possble.

Before announcing the find terms of any such debt
restructuring (whether by amendment, exchange offer, or
otherwise), engage in congtructive negotiationswith
bondholders and other key creditors; and avoid any coercion
of creditors by impairing existing bond and loan provisons.

Ensure that contractua rights remain fully enforcegble
throughout the negotiating and restructuring process.
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(B) Market Participants should:

1. Paticipate in an active didogue with sovereign debtorsin support of their
effort to rebuild market confidence and access.

2. Accept full responghility for their investment and credit decisonsin
emerging markets, with full recognition that creditors should bear the
consequences of their decisonsin order to reinforce market discipline.

3. Recognize that IMF decisons on lending to debtor countries should be
consgtent with IMF access policies determined by its members that
involve firm limits on access, with flexibility only for exceptiond
circumstances, and should be based primarily on consderations relating to
the country and the globd financid system.

4. Aspart of an effort to avoid a broad- based restructuring of sovereign delt:

(@ Commercid banks and investment houses should consider
participation in avoluntary, industry-wide, temporary
maintenance of trade and inter-bank advances in the context
of continued debt service and strong performance under a
convincing policy framework supported by an IMF program;
consder requests to roll over short-term claims on public and
private sector borrowers in the same context.

(b) Holders of marketable instruments such as bonds can help
minimize undue contagion and support the sovereign’sreform
efforts and economic performance by conggtently evauating
investments on their merits; and consider requeststo roll over
ghort-term maturities in the same context as 4. ().

5. Take appropriate steps to establish a sound foundation for a consensua
approach toward avoiding or resolving a sovereign financid crigs, such as
endeavoring to collect and disseminate creditor contact data and to begin
the process of forming a representative creditor committee, considering
the appropriate time to engage lega and financid advisors, initiating
contact with representatives of the sovereign and of the officia sector, and
setting up a communications link to the broader creditor community.
Creditor committees should adopt internd rules and practicesto guide
thar activities and be prepared to function effectively in coordineting
across ingruments, with other creditor classes and with the official sector.

6. Should the debtor seek arestructuring, creditors should:
(&) Engagein regular consultations with the debtor in order to

exchange information and to consder the best means of
promptly restoring market access.
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(b) Work with other creditors and the debtor to finaize a broadly
representative creditor committee as soon as reasonably
practicable after the debtor indicates itsintent to seek a debt
restructuring (say 60 days). Such a committee should
provide aforum for the debtor to present its economic
program and financing proposals and should be staffed
aufficiently to collect and analyze economic data and to
evauate, disseminate and gather creditor input with respect
to such financing proposds, as wdl as to negotiate and
disseminate a definitive proposa and administer avoting
process.

(c) Engagein good faith negotiations with the debtor over the
terms of arestructuring.

(d) Endeavor that enforcement action againgt the debtor or its
assets (such as declaring cross-defaults and accelerating
principd, aswell as bringing law suits and foreclosing on
collateral) is taken only as deemed necessary to preserve and
protect asset values and contract rights.

(C) ThelMF and the G10 should:

1.

Support and encourage policies and actions by sovereign debtors that are
consstent with the Code of Conduct.

Provide policy advice and, if congstent with the IMF Articles and access
policies, temporary baance of payments financing in support of a strong,
bold economic program designed to foster macroeconomic stabilization
and lay the basis for renewed growth and job creation.

Vigoroudy support al efforts to avoid default and a comprehensve
restructuring, including informal approaches to regaining market sability.
In this connection, assiduoudy avoid any gppearance of encouraging a
debtor to defaullt.

Dishurse financing to the debtor during an event of default only if

fallowing consultations with creditors it determines that the country is
negotiating in good faith directly with its externd creditors and

endeavoring to maintain debt service payments to creditors on an equitable
basis.

Support restructuring of the full range of bilateral credit on abass broadly
comparable to the restructuring of the private claims.
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6. Approve exchange controls only on atemporary, exceptiona bassand as
part of aninitid phase of abold reform program.

7. Engagein meaningful consultations with key private creditors regarding
the best means of preserving and protecting asset vaues and contract
rights during the restructuring process and the most effective gpproach to
restoring market access. Confidentia and sengtive information that might
arise during the course of negotiation with debtors would, of course, be
carefully guarded.

8. Suspend any disbursements to a country that has violated the basic rights
of foreign investors or creditors.

[11. Monitoring Arrangements

A Joint Monitoring Group (JMG) should be established to monitor all matters relating to
this Code of Conduct. The JMG would consist of a small number of representatives of
issuing countries, creditor countries, private investors and creditors, the IMF, and the
BIS, who would meet from time to time as appropriate in order to review such matters.
The JMG could be consulted by any party regarding any aspects of compliance or non-
compliance with this Code of Conduct.
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Appendix

Essential Ingredients of a Comprehensive Approach
for Strengthening Crisis Prevention

Since the Mexican crisgisin 1995, numerous measures have been put in place to
grengthen the globd financid system, mitigete the probability of financid crisesin
emerging markets and limit their impact asthey arise. The private and the officids
sectors have worked both in parald and collaboratively to identify key principles aswell
as pecific measures that would reduce vulnerabilities while building market access.
Moreover, approaches have been outlined for how emerging market authorities should
respond to Signs of eroding market confidence.

Purauit of sound macroeconomic palicies, including appropriate exchange rate
policies and prudent liability management, as well as persstent implementation of
gtructura reforms remain the keystones of criss prevention. In this connection, it is
crucia that the government secures political support for its policy program and commits
to apply the “rule of law” in order to provide investors and creditors both domestic and
foreign with afavorable invesment climate.

The Financid Stability Forum (FSF) has developed a Compendium of Standards,
which in the area of macroeconomic policy calls on emerging market economiesto
comply with:

= Monetary and Financid Policy Transparency: guided by the Code of Good
Practices on Trangparency in Monetary and Financia Policiesissued by the IMF.
The code identifies desirable transparency practices for central banks in their
conduct of monetary policy and for central banks and other financid agenciesin
their conduct of financid policies.

= Fiscd Policy Trangparency: guided by the Code of Good Practices on Fisca

Transparency issued by the IMF. The code contains trangparency requirements to
provide assurances to the public and to capitd markets that a sufficiently

complete picture of the Structure and finances of government is available so asto
alow the soundness of fiscd policy to be reliably assessed

= Provison of comprehensive, frequent, timely, and accurate data to market
participantsis crucid for sound risk management. While significant progress has
been made in recent years, ggps remain in the timdy availability of meaningful
data. Intheir newly developed modd bond clauses, the private sector calson
countries with access to international capital markets to implement the IMF data
gandard (SDDS) in its “encouraged” version, which is nearly identicd to gtricter
IIF data standards. The latter hasin particular established more rigorous
dissemination on data for international reserves and externa debt and debt
service.

Wesak finandd sysems have too often been at the center of broader economic
crises. Although some progress has been made, emerging market policy makers and
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market participants should give priority to developing domestic capitd markets, building
credit cultures, improving risk management systems, advancing consolidation, and
forcing corporate restructuring. To strengthen the ability of market participants to assess
financid sectors, the IMF or country authorities should announce on their web stesin a
timely manner when a country has decided to participate in the IMF/World Bank
Financial Sector Assessment Program (FSAP). Moreover, dl countries should publish
the results shortly after completion.

In support of stronger financid systems, the FSF Compendium calls on emerging
market to upgrade financia regulation and supervison. Adherence to these sandardsis
reviewed as part of the FSAP exercise. All emerging market economies should aim
toward ther timey implementation:

= Banking Supervison guided by the Base Committee on Banking Supervison's
(BCBS) Core Principles for Effective Banking Supervision.

= Securities Regulation guided by the Objectives and Principles of Securities
Regulation, issued by the International Organization of Securities Commissions
(10SCO), upon which the regulation of securities markets is based.

= |nsurance Supervison guided by Insurance Core Principles, issued by the
Internationa Association of Insurance Supervisors (IAIS), which comprise
essentia principles that need to be in place for an insurance supervisory system to
be effective.

To advance the implementation of structurd reforms while reducing vulnerabilities,
both private and officid sectors have established best practice guidelinesin a number of
aress. It isimportant that countries commit to implementing these sandards and work
with the officid community aswell as market participants to ensure compliance as soon
aspossible. To ensure greater trangparency, mechanisms to measure the implementation
of these standards should be encouraged.

= Insolvency: The World Bank is coordinating a broad-based effort to develop a set
of principles and guiddines on insolvency regimes. The United Nations
Commission on Internationa Trade Law (UNCITRAL), which adopted the Modd
Law on Cross-Border Insolvency in 1997, will help facilitate implementation.

= Acoounting: 41 Internationa Accounting Standards (IAS) have been issued to-
date by the Internationa Accounting Standards Board (1ASB) and approved by
the Board of the Internationa Accounting Standards Committee (IASC Board.)

= Auditing: Internationa Standards on Auditing (ISAS) issued by the Internationd
Federation of Accountants (IFAC) contain basic principles and essentid
procedures together with related guidance in the form of explanatory and other
méterid.
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=  Payment and Settlement: guided by the Core Principles for Systemically
Important Payment Systems issued by the Committee on Payment and Settlement
Systems (CPSS) and the Recommendations for Securities Settlement Systems
issued by the CPSS-10SCO Joint Task Force on Securities Settlement Systems.

= Market Integrity: guided by the Financid Action Task Force (FATF) Forty
Recommendations on Money Laundering combined with its 8 Specid
Recommendeations on Terrorist Financing.

ThellF s Code of corporate governance formulates best practice principles from
an investor’ s perspective that provides practica guidelines for governments, regulators,
stock exchanges and companies. The am of the Code isto help reinvigorate portfolio
investment flows to emerging markets while aso contributing to financia market depth,
performance and stability. The OECD has devel oped more comprehensive Principles of
Corporate Governance amed at improving the legd, inditutiona, and regulatory
framework for corporate governance in OECD and non- OECD countries. All emerging
market economies should make improvements in corporate governance atop priority and
work closely with market participants toward that goal.

Sustained investor relations programs can help build market access at attractive
terms during good times and sustain vital support at times of market volatility. All
countries with accessto internationa capital markets should have effective investor
relations programs. Information and possibly evauation of investor relations programs
should beincluded in bond prospectuses and rating comments, based on minimum
standards and “best practices’ for such programs. In addition, IMF programs should
include performance on investor relations by member countries.,

The IMF s contingent credit lines (CCL) could be a useful criss prevention tool if
means are cons dered to make it more user-friendly through, for example, the inclusion of
ex ante approva of asmal group of digible countries (perhaps in the context of Article
IV consultations) and assurance of automatic access for countries when needed.
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Discussion Dr aft
Annex B
1/31/2003

EMERGING MARKET SOVEREIGN BOND DOCUMENTATION CHART

A. Checkligt.
Governing Law?
Submisson to Jurisdiction?
Waiver of Immunities?
Trustee or Fiscd Agent?
Sharing Clause?
Negative Pledge?
Pari Passu?
Financid Covenants?

If s0, what type of clause?

Other Materid Covenants?
SDDS Reporting?

% Vote for Waiver/Amendment of:

Payment Terms
Governing Law
Submission to Jurisdiction
Waiver of Immunities
Negative Pledge

Financia Covenants
Reporting

Voting Cdculaions:

(1)
)

|s Denominator based on:

Total Outstandings?
Quorum?

Disgudification of Issuer-Controlled Bonds?

Other [What?]

Other [What7]

NY [Y or N]

NY [Y or N]

[Y or N]

[Tor FA]

[Y or N]

[Y or N]

[Y or N]

[Y or N]
[ ]

[Y or N]

[Y or N]

ENG [Y or N]
ENG [Y or N]

(=]

Yo
Yo
Yo
Yo
Yo
Yo

0

(=]

(=)

o

(=]

(=)

X

[Y or NJ
[Y or NJ
[Y or N]



EMCA « EMTA < |IF « IPMA « ISMA = SIA « TBMA

If quorum:
Wha % of Tota Outstandings? [ %]
Isit reduced
for adjourned migs? [Y or NJ
If 0, to what %? [ %]
3 Voting by Written Consent? [Y or N]
% Votefor Acceleration ----%
% Votefor Rescisson ----%
Individud Right of Action [Y or N]
If not, what % to
authorize enforcement? [----%

[Covenant to Comply with
Code of Best Practices?] [Y or N]

Grace Period for Non-Payment of Interest [# of days]

Cross-Default? [Y or N]
Cross-Acceleration? [Y or N]
B. Process.

(1) Submitted before launch by Issuer/Lead Underwriter

(2) Published by IPMA/EMTA/EMCA

(3) Bond Documents Lodged with IPMA/EMTA/EMCA

(4) Prospectus/Launch Telex to Reference

(5) Any Failureto Comply to be Noted
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Discussion Dr aft
Annex C
1/31/2003
CREDIT BAROMETER FOR EM SOVEREIGN BONDS

Emerging Market investors will accept making bonds easer to restructure only if,
a the same time, greater efforts are made to ensure that making them easier to restructure
does not gmply result in ther default and/or resructuring becoming more likely.
Accordingly, bonds with collective action clauses should & a minimum be designed to
include greater assurance and/or barometers of creditworthiness and early warning of
potentid credit difficulties.

In appropriate cases (eg., in the context of Bonds issued as part of a negotiated
restructuring), stronger financia or other covenants should be considered.!

However, in most cases, such assurance/lbarometer could take the form of better
disclosure, where not currently made, of key economic/financid indicators to be
developed either genericdly (if that is possble) or on a @se-by-case bass, as well as a
chating sysem for key bond clauses While making the right st of leading indicators
more readily available to the market should not be seen as a subgtitute for the analyss of
more comprehensve underlying economic data, it would help provide a common garting
point for Emerging Maket investors and policymakers in identifying specific country
gtuaions which, if untrested, could lead to credit deterioration or eventualy develop into
a crigs Given greger vighility, the gppropricte set of leading indicators would help
focus greater attention on a country’s economic and financid hedth and on the need to
address certain underlying economic and financid issues. These same leading indicators
could aso demondrate (dbet, dso in an over-amplified way) improvements in a
country’s creditworthiness.

A. Sampleindicators may indude

(1) Interest Payments as a % of Tax Revenues
(2) Short-Term Debt as a % of Reserves

(3) Current Account Baance asa% of GDP
(4) Totd Debt asa% of GDP

(5) Externd Debt as a % of GDP

(6) Externd Debt as a% of Exports

Others Possible Indicators:

Performance

(1) Red GDP (% change)
(2) 12-month Inflation Rate (% change)

1 In this connection, EMCA has separately endorsed a set of NY-style Model Covenants (published at
www.emcreditors.com/pdf/model _covenants.pdf), which, in addition to collective action clauses, contain a
number of examples of substantive covenants.
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Externd Liquidity & Ligbility

(@D} Reserve leves (excluding gold)
2 Import Cover (in months)
3 Short-Term Debt as a % of Total Debt
4 Debt Service Ratio
Policy Indicators
@ Fiscd Bdance (% of GDP)
2 Domestic Credit Growth (% annud)
3 Domestic Debt (% of GDP)
4 Red Effective Exchange Rate (average 1995 = 100)
Some Andysis

Sgnificance of Indicators

Interest Payments as a % of Tax Revenues -- One indicator of ability to
meet debt service obligations on an on-going bass.

Short-Term Debt as a % of Reserves -- Indicator of reserve adequacy,
paticularly for countries with some (but uncertain) access to externd
capita markets.

Current Account Baance as a % of GDP -- Key component of baance of
payments representing flow measure of externd activity.

Totd Debt as a % of GDP -- May indicate overdl capacity of economy to
meet externd debt obligations.

Extend Debt as a % of Exports -- Smilaly, an indicator of overdl
capacity to service externa debt obligations.

Read GDP (% change) -- Primay measure of overdl economic
equilibrium and of potentid pressure on exchange rate.

12-Month Inflation Rate (% change) -- Indicator of economic equilibrium
and of potential pressure on exchange rate.

Import Cover -- Usgful measure of reserve needs, paticulaly for
countries with limited access to externd capital markets.

Short-Term Debt as a % of Tota Debt -- Shows debt profile as indicator
of impending liquidity needs.
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Debt Service Ratio -- Traditiond cash flow measure relaing principd and
interest obligations to potentiad sources of FX.

Fiscd Bdance (% of GDP) -- Measures public sector Financing needsin
relation to overdl economic activity.

Domedtic Credit Growth (% annud) -- An indicator of domegtic financid
conditions with implications for inflation and exchange rate.

Domestic Debt (% of GDP) -- Indicates, particularly where domestic debt
is predominant, capacity to service this debt.

Red Effective Exchange Rate -- Indicator of currency vdudion and
competitiveness, with implications for clams on resources to sarvice
externa debt.

Indicators (such as those above) have been used with varying degrees of success
in evaduaing economic peformance and predicting the evolution into financid crises.
Which specific indicators to use may depend on such factors as the specific type of criss
to be anticipated or the time horizon of its occurrence. Different investors may have ther
own different needs, and there are obvious limitations in attempting to over-amplify the
inherently complex and uncertain process of economic andyss and criss prediction and
prevention.

The above indicators can generdly be caculated from SDDS data (though there is
aecific difficulty in deriving the face vaue of externd debt), but most of them are not
readily available to the marketplace.

The caculation and dissemination of a common set of indicators (which could,
but need not, be common across dl EM countries) may be more efficient for certain
investors and would not preclude (and, in fact, could invite) more individudized andyss.
The key advantage of a common set of indicators would be the greater vishility given to
them, as a means of better focusng atention on the underlying economic factors and
their implications for the country’s economic and financid heslth.

As a general matter, the above indicators are dready cdculated by the IIF from
SDDS data as part of its on-going monitoring effort.

In addition to the various issues noted below, consderation should be given to
whether the credit barometer concept should be linked to investor relations programs or
other mechaniams involving consultation between EM countries and the private financia
community.



EMCA « EMTA < |IF « IPMA « ISMA = SIA « TBMA

C. ProcessTBD

(1) Which Indicators would be the most useful ?

(2) Published How Often?

(3) Published with What Time Lag for Data?

(4) Cdculated by Whom?
Country
IMF
lF

(5) Published by Whom?
Country
IMF
F
EMTA/EMCA/IPMA

(6) Any Failureto Comply to be Noted

As a next sep, the investor community and other market participants should be
consulted to help define the most gppropriate set of indicators and how they can best be
used to bring maximum vaue to the marketplace.
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