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 IMPORTANT:  YOU MUST READ THE FOLLOWING BEFORE CONTINUING.  THE FOLLOWING APPLIES TO THIS DOCUMENT, THE ORAL 

PRESENTATION OF THE INFORMATION IN THIS DOCUMENT BY THE MINISTRY OF FINANCE OF UKRAINE (”UKRAINE”) OR ANY 

PERSON ON BEHALF OF THE UKRAINE, AND ANY QUESTION-AND-ANSWER SESSION THAT FOLLOWS THE ORAL PRESENTATION 

(COLLECTIVELY, THE “INFORMATION”).  IN ACCESSING THE INFORMATION, YOU AGREE TO BE BOUND BY THE FOLLOWING TERMS 

AND CONDITIONS. 

 THE INFORMATION MAY NOT BE REPRODUCED, REDISTRIBUTED, PUBLISHED OR PASSED ON TO ANY OTHER PERSON, DIRECTLY 

OR INDIRECTLY, IN WHOLE OR IN PART, FOR ANY PURPOSE.  IF THIS DOCUMENT HAS BEEN RECEIVED IN ERROR IT MUST BE 

RETURNED IMMEDIATELY TO UKRAINE.  THE INFORMATION IS NOT DIRECTED TO, OR INTENDED FOR DISTRIBUTION TO OR USE BY, 

ANY PERSON OR ENTITY THAT IS A CITIZEN OR RESIDENT OF, OR LOCATED IN, ANY LOCALITY, STATE, COUNTRY OR OTHER 

JURISDICTION WHERE SUCH DISTRIBUTION OR USE WOULD BE CONTRARY TO LAW OR REGULATION OR WHICH WOULD REQUIRE 

ANY REGISTRATION OR LICENSING WITHIN SUCH JURISDICTION.  THE INFORMATION IS NOT FOR PUBLICATION, RELEASE OR 

DISTRIBUTION AUSTRALIA, CANADA OR JAPAN OR, SAVE AS PROVIDED BELOW, THE UNITED STATES OR THE UNITED KINGDOM,.   

 WHILE UKRAINE HAS USED ALL REASONABLE EFFORTS TO ENSURE THAT THE INFORMATION HEREIN CONTAINED IS CORRECT, 

ACCURATE AND COMPLETE IN ALL MATERIAL RESPECTS AT THE DATE OF PUBLICATION, NO REPRESENTATION OR WARRANTY IS 

MADE (EXPRESS OR IMPLIED) AS TO THE RELIABILITY, ACCURACY OR COMPLETENESS OF SUCH INFORMATION AND NO RELIANCE 

SHOULD BE PLACED ON SUCH INFORMATION. IN ADDITION, CERTAIN HISTORICAL INFORMATION SET FORTH IN THIS PRESENTATION 

IS PRELIMINARY IN NATURE OR BASED ON UKRAINIAN GOVERNMENT ESTIMATES, AND MAY BE SUBJECT TO SUBSTANTIAL CHANGE. 

 THIS INFORMATION DOES NOT CONSTITUTE OR FORM PART OF ANY OFFER OR INVITATION TO SELL OR ISSUE, OR ANY 

SOLICITATION OF ANY OFFER TO PURCHASE OR SUBSCRIBE FOR, ANY SECURITIES OF UKRAINE, AND NOTHING CONTAINED 

THEREIN SHALL FORM THE BASIS OF OR BE RELIED ON IN CONNECTION WITH ANY CONTRACT OR COMMITMENT WHATSOEVER, 

NOR DOES IT CONSTITUTE A RECOMMENDATION REGARDING ANY SECURITIES OF UKRAINE.   
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 THE INFORMATION INCLUDES FORWARD-LOOKING STATEMENTS. YOU ARE CAUTIONED NOT TO PLACE RELIANCE ON FORWARD-LOOKING 

STATEMENTS. ALL STATEMENTS OTHER THAN STATEMENTS OF HISTORICAL FACT INCLUDED IN THE INFORMATION, INCLUDING, WITHOUT 

LIMITATION, THOSE REGARDING (I) IMPLEMENTATION OF THE GOVERNMENT’S REFORM PROGRAM, (II) PROVISION OF FINANCING FROM THE 

OFFICIAL SECTOR, (III) EVOLUTION OF THE CONFLICT IN EASTERN UKRAINE, (IV) THE SCOPE, TIMING AND RESULTS OF UKRAINE’S 

FORTHCOMING DEBT OPERATIONS REGARDING PUBLIC SECTOR DEBT AND (V) UKRAINE’S FUTURE MACROECONOMIC PERFORMANCE 

(INCLUDING EVOLUTION OF GDP GROWTH RATES, THE GDP DEFLATOR, THE GENERAL GOVERNMENT PRIMARY BALANCE AND THE USD/UAH 

EXCHANGE RATE), ARE FORWARD-LOOKING STATEMENTS. THESE FORWARD-LOOKING STATEMENTS INVOLVE KNOWN AND UNKNOWN RISKS, 

UNCERTAINTIES AND OTHER FACTORS, WHICH MAY CAUSE ACTUAL RESULTS, PERFORMANCE, ACHIEVEMENTS OR OUTCOMES TO BE 

MATERIALLY DIFFERENT FROM THOSE EXPRESSED OR IMPLIED BY THESE FORWARD-LOOKING STATEMENTS. THESE FORWARD-LOOKING 

STATEMENTS ARE BASED ON NUMEROUS ASSUMPTIONS REGARDING THE PRESENT AND FUTURE POLITICAL, ECONOMIC, FINANCIAL AND 

INTERNATIONAL SITUATION OF UKRAINE, ALL OF WHICH ASSUMPTIONS ARE SUBJECT TO SIGNIFICANT UNCERTAINTY AND CHANGE 

 THE INFORMATION DOES NOT CONSTITUTE AN OFFER OF SECURITIES FOR SALE IN THE UNITED STATES NOR MAY ANY SECURITIES BE 

OFFERED OR SOLD IN THE UNITED STATES ABSENT REGISTRATION OR AN EXEMPTION FROM REGISTRATION AS PROVIDED IN THE US 

SECURITIES ACT OF 1933, AS AMENDED, AND THE RULES AND REGULATIONS THEREUNDER. THERE IS NO INTENTION TO REGISTER ANY 

PORTION OF ANY OFFERING IN THE UNITED STATES OF AMERICA OR TO CONDUCT A PUBLIC OFFERING OF SECURITIES IN THE UNITED STATES 

OF AMERICA.  

 THE INFORMATION IS DIRECTED SOLELY AT: (I) PERSONS OUTSIDE THE UNITED KINGDOM, (II) PERSONS WITH PROFESSIONAL EXPERIENCE IN 

MATTERS RELATING TO INVESTMENTS FALLING WITHIN ARTICLE 19(5) OF THE FINANCIAL SERVICES AND MARKETS ACT 2000 (FINANCIAL 

PROMOTION) ORDER 2005 AS AMENDED (THE “ORDER”), (III) HIGH NET WORTH ENTITIES, AND OTHER PERSONS TO WHOM IT MAY LAWFULLY BE 

COMMUNICATED, FALLING WITHIN ARTICLE 49(2)(A) TO (D) OF THE ORDER AND (IV) PERSONS TO WHOM AN INVITATION OR INDUCEMENT TO 

ENGAGE IN INVESTMENT ACTIVITY (WITHIN THE MEANING OF SECTION 21 OF THE FINANCIAL SERVICES AND MARKETS ACT 2000) MAY 

OTHERWISE LAWFULLY BE COMMUNICATED OR CAUSED TO BE COMMUNICATED (ALL SUCH PERSONS IN (I)-(IV) ABOVE BEING “RELEVANT 

PERSONS”).  ANY INVESTMENT ACTIVITY TO WHICH THE INFORMATION RELATES WILL ONLY BE AVAILABLE TO AND WILL ONLY BE ENGAGED 

WITH RELEVANT PERSONS.  ANY PERSON WHO IS NOT A RELEVANT PERSON SHOULD NOT ACT OR RELY ON THE INFORMATION.  BY 

ACCESSING THE INFORMATION, YOU REPRESENT THAT YOU ARE A RELEVANT PERSON. 

 THE INFORMATION CONTAINED HEREIN SHALL NOT CONSTITUTE AN OFFER TO SELL OR THE SOLLICITATION OF AN OFFER TO BUY, NOR SHALL 

THERE BE ANY SALE OF ANY SECURITIES REFERRED TO HEREIN IN ANY JURISDICTION IN WHICH SUCH OFFER, SOLLICITATION OR SALE 

WOULD BE UNLAWFUL PRIOR TO REGISTRATION, EXEMPTION FROM REGISTRATION OR QUALIFICATION UNDER THE SECURITIES LAWS OF ANY 

SUCH JURISDICTION. 
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Instruments 
subject to the 
debt operation 

agreed with 
the AHC 

(USD18.04bn) 

DEBT PERIMETER - LIST OF INSTRUMENTS INCLUDED IN THE PROPOSAL 

Outst. Amount in USD 

maturing 2015-2018 

Total Outst. Amount 

in USD 
Currency 

Issue  

Date 

Maturity 

Date 

Sovereign and sovereign guaranteed debt instruments 

included in the perimeter of the operation 
11 536 155 404 18 036 155 404 

Government International Bonds 9 728 155 404 16 228 155 404 

Ukraine USD Sep-15 6.875% bond 500 000 000 500 000 000 USD 23/09/2010 23/09/2015 

Ukraine EUR Oct-15 4.95% bond (*) 678 155 404 678 155 404 EUR 13/10/2005 13/10/2015 

Ukraine USD Dec-15 5% bond  3 000 000 000 3 000 000 000 USD 24/12/2013 20/12/2015 

Ukraine USD Jun-16 6.25% bond 1 250 000 000 1 250 000 000 USD 17/06/2011 17/06/2016 

Ukraine USD Nov-16 6.58% bond 1 000 000 000 1 000 000 000 USD 20/11/2006 21/11/2016 

Ukraine USD Jul-17 9.25% bond 2 600 000 000 2 600 000 000 USD 24/07/2012 24/07/2017 

Ukraine USD Nov-17 6.75% bond 700 000 000 700 000 000 USD 14/11/2007 14/11/2017 

Ukraine USD Sep-20 7.75% bond - 1 500 000 000 USD 23/09/2010 23/09/2020 

Ukraine USD Feb-21 7.95% bond - 1 500 000 000 USD 23/02/2011 23/02/2021 

Ukraine USD Nov-22 7.8% bond - 2 250 000 000 USD 28/11/2012 28/11/2022 

Ukraine USD Apr-23 7.5% bond - 1 250 000 000 USD 17/04/2013 17/04/2023 

Infrastructure International Bonds 1 808 000 000 1 808 000 000 

Ukraine Infra USD Nov-17 8.375% bond 568 000 000 568 000 000 USD 03/11/2010 03/11/2017 

Ukraine Infra USD Dec-17 9% bond 550 000 000 550 000 000 USD 07/12/2012 07/12/2017 

Ukraine Infra USD Apr-18 7.4% bond 690 000 000 690 000 000 USD 21/04/2011 20/04/2018 

Note: (*) Using EURUSD exchange rate of c.1.13 
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CHARACTERISTICS OF NEW NOTES 

Issuer Ukraine 

Format Rule 144A / Regulation S 

Currency  USD only 

Listing 

Irish Stock Exchange or EU or internationally 

recognized stock exchange, within 3 months 

after settlement date 

Total Size 
Nine series of notes of approximately equal 

size 

Tenor 

Nine series of notes maturing on 01 September 

2019, 2020, 2021, 2022, 2023, 2024, 2025, 

2026, 2027 

(Principal payments rescheduled to fall outside 

of the EFF program period (2015-2018)) 

Applicable Law English Law 

FINANCIAL DETAILS OF NEW NOTES 

Coupon 7.75% per annum for each series of New Notes 

Coupon 

frequency 

Semi-annual, payment on 01 March and 01 September 

in each year 

Nominal haircut 

applied to 

outstanding 

amount 

 20% on the stock of the sovereign and Fininpro 

Eurobonds  

 0% haircut on accrued interest (accrued interest 

up to 01 September will be capitalized in the form 

of new notes) 

Allocation 

mechanism 

Each investor receives a basket of the nine series of 

new notes, except that holders of September 2015 and 

October 2015 Eurobonds will receive only new notes 

maturing 2019, see details below 

GDP Linked 

securities 
Yes, see details below 

 Debt operation was approved by Parliament and a decision of the Cabinet of Ministers of Ukraine 
on 22 September 

 Temporary suspension of payment on several bonds during the exchange period to facilitate 
orderly settlement 
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DETAILS ON 

FINANCIAL 

CHARACTERISTICS 

 This shall be calculated based on the following formula: 

– If 3% ≤ Real GDP Growth(t-2 )≤ 4%, Payment(t )= 15% x UAH Nominal GDP(t-3) x (1 + GDP Deflator(t-2)) x (Real GDP Growth(t-2)- 

3%) 

– If Real GDP Growth(t-2) > 4%, Payment(t )= 15% x UAH Nominal GDP(t-3) x (1 + GDP Deflator(t-2)) x 1% + 40% x UAH Nominal 

GDP(t-3) x (1 + GDP Deflator(t-2)) x (Real GDP Growth(t-2)- 4%) 

 Aggregate notional amount of VRIs equal to upfront nominal haircut 

 GDP and other indicators relevant for VRI payment calculation published in IMF World Economic Outlook 

 No payment is made before May 2021. First Payment Date is 31 May 2021 (with payment on that date referring to 2019 GDP), then 

annually (e.g. on 31 May) in the second calendar year after the reference year. The last Payment Date is 31 May 2040 (with payment on 

that date referring to 2038 GDP) 

LEGAL 

CHARACTERISTICS 

 Detachable instrument from New Notes 

 Among others, covenants: 

– To publish information required for calculation of Payment Amounts under VRIs 

– To maintain in full force and effect all authorizations needed for VRIs 

– To ensure notional amount of VRIs does not exceed maximum amount permitted by Trust Deed 

– Not to suspend payments or declare a general moratorium in respect of payments on all or any of the VRIs 

– To ensure lawfulness and validity of VRIs under Ukrainian law 

– To comply with dispute resolution mechanisms relating to VRIs 

– To ensure key Ukrainian legislation relating to VRIs remain in effect 

– To remain member of, and eligible to use the general resources of, IMF 

 Put option (at price equal to notional value of VRIs) if (i) Ukraine declares a moratorium on some or all of its publicly tradable external 

indebtedness before 31 December 2018 or (ii) final judgement or award rendered in respect of certain breaches of covenants in the VRIs 

(subject to 60 day cure period) 

 Cross-default into New Notes for certain breaches of covenants in the VRIs 

Main Features of the Value Recovery Instrument (VRI) 

 Value Recovery Instrument based on real GDP growth, providing potential upside to holders from 2021 to 2040 (20 annual payments) under the 

following terms (exact definitions and formulas can be found in the Exchange Offer Memorandum): 

– No payments if real GDP growth is below 3%, 

– 15% of the value of the GDP growth between 3-4%, 

– 40% of the value of the GDP growth above 4%, 

– Annual payments capped at 1% of GDP from 2021 until 2025, and 

– No payments if nominal GDP is lower than US$125.4 bn. 

 Payments to be made in cash and in US$ 



The IMF fully supports the terms of the debt exchange offer between Ukraine and the ad-hoc 

committee 
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“Following several months of constructive discussions, I am encouraged that an agreement has been 

reached between the Ukrainian authorities and the Ad-Hoc Creditor Committee on the parameters of 

an operation to restructure Ukraine’s Eurobonds. These parameters substantively meet the 

objectives set under the IMF supported program to ensure that Ukraine’s debt remains 

sustainable with high probability and that the program is fully financed. Together with full 

implementation of the program, they will provide the necessary external debt service relief, reduce 

annual post-program gross financing needs as envisaged, and place public debt firmly on a downward 

path. 

High participation by all concerned Eurobond holders in the upcoming debt exchange is 

paramount, since Ukraine lacks the resources under the program to service its debts on the original 

terms. Together with the authorities and the Ad-Hoc Creditor Committee, I call on all creditors to 

support this offer”  

- IMF Managing Director Letter to the Financial Community on Ukraine dated 22 September 2015 

The IMF by the voice of its Managing Director Christine Lagarde called for broad support of all 
concerned Eurobond holders with regards the terms of the debt exchange offer 



The AHC fully supports the terms of Ukraine’s debt exchange offer, including the allocation 

mechanism 
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“The AHC (composed of BTG Pactual Europe LLP, Franklin Advisers, Inc., 

TCW Investment Management Company and T. Rowe Price Associates, Inc.) 

supports the terms of the invitation of the Ukrainian authorities to 

participate in the exchange offer and consent solicitation launched on 

22 September.  The announced debt operation will provide Ukraine with 

necessary fiscal breathing space and will support Ukraine’s continued 

implementation of its IMF supported program. At the same time the debt 

operation provides holders of eligible debt instruments with the opportunity to 

share in a possible strong and sustained recovery of Ukraine's economy in 

future years through GDP linked securities.”  

- Statement from Ukraine’s Ad-Hoc Committee on 01 October 2015 

The AHC is also supporting the terms of the debt operation 



II Implementation 



A Timeline and voting considerations  



Week 

Sep.-Oct. 

28-4 

Week  

Oct. 

12-18 

 

12 October 

 Deadline for noteholders 

to submit electronic 

voting instructions 

Currently envisaged timetable for the implementation phase 
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Week  

Sep.  

21-27  

22 September 

 Launch of debt operation 

 CMU Resolution approving 

the launch and suspension 

of payments becomes 

effective 

 Notices conveying 

noteholders’ meetings sent 

through clearing systems 

Week 

Oct. 

5-11 

Week  

Oct.  

26-1 

Week  

Nov. 

2-8 

14 October 

 Noteholders’ meetings 

 Announcement of results of the quorate 

meetings and publication of notices of 

adjourned meeting(s) in relation to any 

that were not quorate (as soon as 

reasonably practicable following the 

relevant noteholders’ meetings) 

 

 

11 November 

 Settlement (in the event 

that any noteholders’ 

meetings were not quorate) 

29 October 

 Noteholders’ adjourned meetings (14 clear 

days from the noteholders’ meetings) 

 Announcement of results of the 

noteholders’ adjourned meetings 

 

Week  

Oct. 

19–25 

Week  

Nov. 

9-15 

23 September 

 Exchange Offer 

Memorandum published  

27 October 

 Settlement (in the event that noteholders’ meetings 

were all quorate) 



Meeting Requirements 
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Noteholders’ Meetings 

 Quorum:  

oAt initial meetings not less than 2/3 of outstanding notes (determined on series-

by-series basis) 

o If adjourned meeting(s) are necessary, not less than 1/3 of outstanding notes 

(determined on series-by-series basis) 

 

 Affirmative vote of 75% of attending notes is required to adopt the requested 

Extraordinary Resolution for each series (at either an initial meeting or an 

adjourned meeting) 

 

 If Extraordinary Resolution for a series is passed, all noteholders of such 

series shall be bound 
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Initial noteholders’ meetings 

 

 Voting deadline on 12 October 2015 (48 hours prior to the time of the relevant 

Noteholders’ Meetings ) 

o Final deadline for receipt by the Settlement and Tabulation Agent of valid Participation 

Instructions: on 12 October 2015 

o Final deadline for receipt of valid Revocation Instructions by the Settlement and Tabulation 

Agent: on 12 October 2015 

 Please note that 12 October 2015 is Colombus Day in the United States. Therefore, the 

effective voting deadline for US-based holders is 09 October 2015 

 Noteholders’ Meetings will take place on 14 October 2015 (The specific time and date 

of the Meeting relating to the relevant Series of Designated Securities is set out in the 

applicable Notice for such series) 

 



Voting deadlines and dates of each meeting 
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Notes Voting Deadline Meeting** Date and Hour 

Government International Notes 

Ukraine U.S.$500,000,000 6.875 per cent. Notes due Sep. 2015  
12 October 2015 

at 10:00 am (London Time) 

14 October 2015  

at 10:00 am (London Time)  

Ukraine U.S.$ 1,500,000,000 7.75 per cent. Notes due  Sept. 2020 
12 October 2015 

at 10:10 am (London Time) 

14 October 2015  

at 10:10 am (London Time)  

Ukraine U.S.$ 1,250,000,000 7.5 per cent. Notes due Apr. 2023 
12 October 2015 

at 10:20 am (London Time) 

14 October 2015  

at 10:20 am (London Time)  

Ukraine U.S.$ 700,000,000 6.75 per cent. Notes due Nov. 2017  
12 October 2015 

at 10:30 am (London Time) 

14 October 2015  

at 10:30 am (London Time)  

Ukraine U.S.$ 1,000,000,000 6.58 per cent. Notes due Nov. 2016 
12 October 2015 

at 10:40 am (London Time) 

14 October 2015  

at 10:40 am (London Time)  

Ukraine  U.S.$ 2,250,000,000 7.8 per cent. Notes due Nov. 2022  
12 October 2015 

at 10:50 am (London Time) 

14 October 2015  

at 10:50 am (London Time)  

Ukraine U.S.$ 1,250,000,000 6.25 per cent. Notes due  Jun. 2016  
12 October 2015 

at 11:00 am (London Time) 

14 October 2015  

at 11:00 am (London Time)  

Ukraine U.S.$ 3,000,000,000 5.0 per cent. Notes due Dec. 2015 
12 October 2015 

at 11:10 am (London Time) 

14 October 2015  

at 11:10 am (London Time)  

Ukraine U.S.$ 2,600,000,000 9.25 per cent. Notes due Jul. 2017  
12 October 2015 

at 11:20 am (London Time) 

14 October 2015  

at 11:20 am (London Time)  

Ukraine U.S.$ 1,500,000,000 7.95 per cent. Notes due  Feb. 2021 
12 October 2015 

at 11:30 am (London Time) 

14 October 2015  

at 11:30 am (London Time)  

Ukraine € 600,000,000 4.95 per cent. Notes due Oct.2015(*) 
12 October 2015 

at 11:40 am (London Time) 

14 October 2015  

at 11:40 am (London Time)  

Infrastructure International Bonds 

Ukraine Infra U.S.$ 568,000,000 8.375 per cent. Guaranteed Notes 

due 2017 
12 October 2015 

at 11:50 am (London Time) 

14 October 2015  

at 11:50 am (London Time)  

Ukraine Infra U.S.$ 690,000,000 7.40 per cent. Guaranteed Notes 

due  Apr.2018 
12 October 2015 

at 12:00 pm (London Time) 

14 October 2015  

at 12:00 pm (London Time)  

Ukraine Infra U.S.$ 550,000,000 9.0 per cent. Guaranteed Notes 

due Dec. 2017 
12 October 2015 

at 12:10 pm (London Time) 

14 October 2015  

at 12:10 pm (London Time)  

Meeting of the Noteholders to be held on 14 October 2015 at the offices of 

White & Case LLP, 5 Old Broad Street, London EC2N 1DW, United Kingdom 
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Way Forward 

 

 In order to vote, Noteholders should immediately contact their custodians or securities brokers 

 Any Noteholder having an account directly with Euroclear, Clearstream and/or DTC should contact the relevant clearing system immediately 

 Each Beneficial Owner may either 

– Vote by submitting or instructing a Direct Participant (through whom the Notes are held) to submit a Participation Instruction stating: 

 The principal amount of the relevant series of notes held by such Beneficial Owner 

 Whether the Beneficial Owner wishes to (i) tender its notes for exchange and vote in favor of the proposed extraordinary 

resolution, or (ii) vote against the extraordinary resolution 

– Appoint a proxy to attend and vote at the relevant Meeting on their behalf (Noteholders should contact the relevant custodian for details of 

the process to be followed) 

Technical Considerations 

 

 Please note that Euroclear, Clearstream, DTC, custodians and/or securities brokers may impose earlier deadlines for voting than those 

stated in the notices issued by the Ministry of Finance and Noteholders should consult them as to any applicable procedures well in advance 

of the planned meetings 

 Once an Electronic Instruction is submitted, there is no need for the Noteholder to submit a new Electronic Instruction for the purposes of an 

adjourned Noteholders’ Meeting 

 Please note that the relevant Notes will have to remain blocked in the relevant accounts until the conclusion of the Noteholders’ Meeting or 

any adjourned Noteholders’ Meeting 

 Noteholders who tender their notes for the exchange will be deemed to vote in favor of the extraordinary resolution, and noteholders may 

not vote in favor without also tendering their notes for exchange (other than US holders who are not QIBs or AIs, who may not participate in 

the exchange offer) 



Conditions to Settlement 
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Conditions to Settlement 
 

Settlement is at discretion of Ukraine; however, if Ukraine elects 

to settle any part of the debt operation, all valid tenders of bonds 

in the exchange offer will be accepted and all Extraordinary 

Resolutions which have been passed will be declared effective 

 

 



B Allocation mechanism, minimum 

denomination threshold, and 

rounding convention 



Description of the Allocation Mechanism  
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Description of the Allocation Mechanism 

 

Upon the debt operation being declared effective: 

 All participating noteholders would receive  

o (i) a ratable amount of all 9 series New Notes (i.e. 1/9th of each series) on the basis of their 

holdings in principal amount of old notes after the 20% debt reduction plus the full amount of 

any accrued interest as at 1 September 2015 and subject to the implementation of the 

priority allocation described below and  

o (ii) VRIs with notional value corresponding to the actual amount of debt reduction (20%) 

applied on their holdings in principal amount of old notes 

 Priority allocation: holders of Ukraine’s notes due September 2015 and October 2015 

will be allocated their full consideration in New Notes due 2019 only and VRIs. The extra 

share of 2019s which the September and October 2015 noteholders will receive will 

reduce the amount of New Notes due 2019 available to other noteholders. Accordingly 

other noteholders will receive (i) a smaller allocation of New Notes due 2019 and (ii) a 

larger allocation of New Notes allocated ratably (i.e. 1/8th of each) across New Notes 

due 2020 to 2027 

 Allocation to be processed on every single individual holding of each series of notes 

 



GRAPHICAL OUTCOME OF THE ALLOCATION MECHANISM INCLUDING ACCRUED INTEREST 

Allocation Mechanism – Selected Example 
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 Assuming: 

o 100% participation from all holders (including September and October 2015 holders) 

o Total amount of accrued interest of c.USD330m of which USD45m for September and October 2015s  

 Then:  

o Each of the 9 New Notes amount to c.USD1,640m = (c.18,000m x (1-20%) + c.330m) / 9)(*) 

o Fraction of 2019s that non September and October 2015 holders can receive as a result of the priority allocation mechanism: 

c.40% 

 For example if a holder holds a USD20m position in principal amount:  

o Principal: USD5m in the September or October 2015 series and USD15m in one of any other sovereign or Fininpro bonds (for 

example in Feb. 2021 sovereign bond) 

o Accrued interest: USD200k for the September or October 2015 series and USD300k for the other bond 

 This holder will receive in total USD16.5m nominal value of New Notes (20m x (1-20%) + 500k) of allocated in the following way:  

o In exchange of the September or October 2015 Notes: USD 4.2m of 2019 New Notes (5m x (1-20%) + 200k) 

o In exchange of the other bond:  

o c. USD 550k of 2019 New Notes in exchange of the other bond (15m x (1-20%) +300k)/9) x c.40% 

o c. USD11.8m (16.5m – 4.2m - 550k) allocated ratably across 2020s to 2027s series, i.e. c.USD1.5m per series 

(11.8m/8) 

o And GDP linked securities with notional amount of USD4m (20m x 20%)  

 

5,2 

15,3 

4,2 

0,6 

1,5 1,5 1,5 1,5 1,5 1,5 1,5 
0 
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10 
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14 

16 

Sep. or Oct. 
2015 

Feb. 2021 
sovereign series 

2019 2020 2021 2022 2023 2024 2025 2026 

In USD M 

September or October 2015 Bond Feb. 2021 sovereign series 2019 New Notes (ex September/ October 2015 Bond) New Bonds (ex Feb. 2021 sovereign series) 

Note (*): Assuming an exchange rate of EURUSD=1.1 to ease computations 



 If any holder’s total allocation of New Notes is inferior to USD100k, then its allocation 

shall be sold in the open market following settlement and such holder will be given the 

corresponding cash proceeds 

 If non September 2015s and October 2015s holders' allocation of 2019 New Notes is 

inferior to USD100k, then such allocation will be added instead to such holders' 

allocation of 2020 New Notes, after implementation of the Waterfall mechanism below, if 

applicable 

 If post application of the priority allocation, non September 2015s and October 2015s 

holders' allocation of 2020 to 2027 New Notes is inferior to USD100k per series of New 

Notes, then the allocation of 2020 to 2027 New Notes shall be implemented as per the 

following mechanism (the “Waterfall”): 

oSuch holder shall receive a single New Note of USD100k of each individual series of New 

Notes in ascending order of maturity, starting with the 2020 New Notes and moving up by 

one maturity (i.e. 2021, then 2022, etc.) for each full USD100k until the aggregate balance 

of the consideration remaining due to such holder falls below USD100k 

oThen, such balance shall be divided ratably across each series of New Notes for which a full 

USD100k principal amount was allocated to such holder 

 

Treatment of amount below minimum denomination 
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Example #1: 

 

 On the basis of the same assumptions as for the allocation mechanism example above 

 An investor holds a USD100k position in principal amount:  

oPrincipal: USD20k in the September or October 2015 series and USD80k in one of any 

other sovereign or Fininpro bonds (for example in Feb. 2021 sovereign bond) 

oAccrued interest: USD1k for the September or October 2015 series and USD2k for the other 

bond 

 This holder should receive in total USD83k nominal value of New Notes (100k x (1-20%) + 3k). 

However, given the minimum denomination threshold of USD100k for each series, such holder 

will receive instead the cash proceeds of the sale of the following notes:  

o In exchange for the September or October 2015 Notes: USD17k of 2019 New Notes (20k x 

(1-20%) + 1k) 

o In exchange for the other bond: c. USD 66k of 2020 New Notes (80k x (1-20%)) +2k 

 And GDP linked securities with notional amount of USD20k (100k x 20%) (not sold) 
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GRAPHICAL OUTCOME OF THE MINIMUM DENOMINATION THRESHOLD 

Example #2: 

 On the basis of the same assumptions as for the allocation mechanism example 

 An investor holds a USD440k position in principal amount:  

o Principal: USD440k in one sovereign or Fininpro bond other than September and October 2015 series (for example in Feb. 

2021 sovereign bond) 

o Accrued interest: USD8k for this bond 

 This holder will receive in total USD360k nominal value of New Notes (440k x (1-20%) + 8k) of allocated in the following way:  

o In exchange of its old notes, such holder should receive:  

o c. USD 16k of 2019 New Notes in exchange of its old notes (440k x (1-20%) +8k)/9) x c.40% 

o c. USD344k (360k – 16k) allocated ratably across 2020s to 2027s series, i.e. USD43k per series (344k/8)  

o The above allocations are below the USD100k minimum denomination threshold. In order to ensure a minimum USD100k per 

series, USD344k must be divided among 3 series and will therefore be reallocated as follow: 

o c. USD130k of 2020 New Notes (c.344k/3 + 16k) 

o c. USD114k of 2021 New Notes (c.344k/3) 

o c. USD114k of 2022 New Notes (c.344k/3) 

o And GDP linked securities with notional amount of USD88k (440k x 20%)  
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Rounding Convention 

 

 

 In case of rounding, fractional amounts will be aggregated and New Notes maturing 

2019 will be issued in that principal amount. Such New Notes will be sold and 

proceeds distributed to holders entitled thereto following settlement 

 

 Principal or notional amount of New Notes and VRIs will be rounded down to nearest 

USD1,000 and no New Notes or VRIs will be issued in amounts less than USD100,000 

or USD1,000 respectively  

 



Description of the Cash Proceeds Arrangement 
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Cash Proceeds Arrangement 

 

 Holders of a specific series of notes will be subject to the Cash Proceeds Arrangement if the Extraordinary 

Resolution relating to such series is declared effective in the three scenarios below. The third scenario is also 

applicable in the case of any series of Notes which is subject to the Exchange Offer: 

o 1. If they submit a voting instruction but fail to provide the requisite details for New Notes/VRIs due to them 

to be delivered to their account by the Expiration Date. 

o 2. If no voting instruction is submitted or the holder otherwise fails to certify its status as an Eligible Holder. 

o 3. If such holder is due New Notes or VRIs with a nominal or notional amount under USD100k or USD1k, 

respectively, or has had their allocation of New Notes or GDP-linked Securities rounded down to the nearest 

USD1k. 

 In such cases the New Notes and VRIs due to such holders shall be delivered to an account of the Settlement 

and Tabulation Agent until the earlier of: 

o A. Where applicable, a holder provides evidence of their eligibility to receive the consideration, in which case 

the relevant consideration is released to the holder; and 

o B. The date falling 150 days after the settlement date. 

 Then, the remaining New Notes and VRIs shall be sold in one or more transactions over the course of the 

period falling 150 to 180 days after the settlement date. 

 The price, terms, timing and manner of such sale will be on the best terms reasonably available at the time 

using a transparent open market process and shall be for cash. 

 The pro rata shares of the net proceeds of such sale will be delivered to the relevant holders as soon as 

practicable after the date that falls 180 days after the Settlement Date. 
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Four key contractual and legal measures have been put in place to incentivise 

participation 

 
  

 The Most Favored Creditor Clause in the exchange documentation prohibits Ukraine from (i) 

paying holdouts in accordance with original contractual terms or (ii) settling with holdouts on 

more favourable terms (based on NPV) than those received by exchanging holders in this 

operation (without reference to any value attributable to the VRIs) unless an offer is made on 

the same terms or with equivalent value to holders of New Notes. 

 Holdouts will not receive any VRI as part of any future settlement 

 The priority legislation adopted by the Rada, when combined with the power vested in the 

CMU by Ukrainian law to declare a suspension of payments on possible holdouts, will make 

it more difficult for holdouts to pursue successful litigation strategy 

 Any default on or legal action under existing instruments held by holdouts will not affect the 

new notes or VRIs – there is no “cross default” in these circumstances 

1 

2 

3 

4 
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 The presentation is available on the Ministry of Finance website at the following links 

oEnglish website: 

http://www.minfin.gov.ua/control/en/publish/article?showHidden=1&art_id=427208&cat_id

=411235&ctime=1443713473300  

oUkrainian website:  

    http://www.minfin.gov.ua/control/uk/publish/article?art_id=427202&cat_id=411251 
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