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EXCHANGE OF NOTES
BETWEEN THE SWISS CONFEDERATION, ON BEHALF OF THE

GOVERNMENT OF THE UNITED KINGDOM OF GREAT BRITAIN AND
NORTHERN IRELAND, AND THE FEDERATIVE REPUBLIC OF BRAZIL, ON
BEHALF OF THE GOVERNMENT OF THE REPUBLIC OF ARGENTINA

CONCERNING CERTAIN COMMERCIAL DEBTS

(THE UNITED KINGDOM /ARGENTINA DEBT AGREEMENT No. 2 (1987))

No. 1

The Minister in the Swiss Embassy at Paris, on behalf of the Government of the United
Kingdom of Great Britain and Northern Ireland, to the Ambassador of Brazil at Paris

Paris
24 October 1989

Your Excellency,

I have the honour to refer to the Conference held in Paris on 19 and 20 May 1987,
regarding the Consolidation of Argentine Debts, at which the Government of the. United
Kingdom of Great Britain and Northern Ireland, the Government of the Republic of
Argentina, certain other Governments, the International Monetary Fund, the International
Bank for Reconstruction and Development, the Inter-American Development Bank, the
Secretariat of the United Nations Conference on Trade and Development, the Organisation
for Economic Co-operation and Development and the Commission of the European
Communities were represented. On behalf of the Government of the United Kingdom I have
the honour to inform Your Excellency that the terms and conditions set out in the Annex to
this Note, which have been agreed between British and Argentine technical representatives,
are acceptable to the Government of the United Kingdom.

If the terms and conditions are acceptable to the Government of the Republic of
Argentina, I have the honour further to propose, for and on behalf of the Government of
the United Kingdom of Great Britain and Northern Ireland, that this Note together with
its Annex and your reply to that effect shall constitute an Agreement in this matter between
the Government of the United Kingdom of Great Britain and Northern Ireland and the
Government of the Republic of Argentina, which shall be known as the "United
Kingdom/Argentina Debt Agreement No. 2 (1987)" and which shall enter into force on
the date of your reply.

I have the honour to convey to Your Excellency the assurance of my highest
consideration.

J.-M. BOULGARIS
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ANNEX

SECTION I

Definitions and Interpretation

(1) In this Annex, unless the contrary intention appears:

(a) "Agreed Minute" means the Agreed Minute on the Consolidation of the Debt of the
Argentine Republic which was signed at the Conference held in Paris on 19 and 20 May
1987;

(b) "the Bank" means Banco Central de la Republica Argentina which shall be and act
as agent for and on behalf of the Government of Argentina in the implementation of
this Annex;

(c) " Contract " means a contract, and any agreement supplemental thereto, all of which
were entered into before 10 December 1983, the parties to which include a Debtor and
a Creditor and which is either for the sale of goods and/or services from outside
Argentina to a buyer in Argentina, or is in respect of the financing of such a sale, and
which in either case granted or allowed credit to the Debtor for a period exceeding one
year;

(d) " Creditor" means a person or body of persons or corporation resident or carrying on
business in the United Kingdom, or any successor in title thereto;

(e) " Currency of the Debt " means the currency specified in the relevant Contract as being
the currency in which that Debt is to be paid;

(1) "Debt" means any debt to which, by virtue of the provisions of Section 2(1), the
provisions of this Annex apply;

(g) "Debtor" means the Government of Argentina (whether as primary debtor or as
guarantor) or any person or body of persons or corporation resident or carrying on
business in Argentina or any successor in title thereto;

(h) "the Department" means the Secretary of State of the Government of the United
Kingdom acting through the Export Credits Guarantee Department or any other
Department of the Government of the United Kingdom which that Government may
subsequently nominate for the purpose hereof;

(i) "the Government of Argentina" means the Government of the Republic of
Argentina;

(j) "the Government of the United Kingdom" means the Government of the United
Kingdom of Great Britain and Northern Ireland;

(k) "Maturity" in relation to a Debt specified in:

(i) Section 2(1)(a) means 30 April 1987;

(ii) Section 2(1)(b) means the due date for the payment or repayment thereof under the
relevant Contract, or on a promissory note or bill of exchange drawn up pursuant
thereto, whichever is the later except that where the Debt is not an obligation of
the Government of Argentina as primary or principal Debtor or as guarantor, it
means the date on which payment in australs was deposited by the Debtor
concerned as referred to in Section 3(1);

(1) "Previous Agreement" means the Exchange of Notes between representatives of the
Swiss and Brazilian Governments, representing the United Kingdom and Argentine
Governments respectively (the " UK/Argentina Debt Rescheduling Agreement
(1985) ") signed at Paris on 16 February 19891;

(m) " Reference Rate" means the arithmetic mean (rounded upwards where necessary to
the nearest multiple of I/ 16th (one sixteenth) of one per cent) of the rates quoted to the
Department by three Reference Banks (being banks to be agreed upon by the
Department and the Bank) at which six-month eurodollar deposits in the case of Debts
denominated in US dollars and six-month sterling deposits in the case of Debts
denominated in sterling are offered to the Reference Banks by prime banks in the
London interbank market at II am (London time) two business days before the
commencement of the relevant interest period of each year;

' Treaty Series No. 50 (1989), Cm 839.
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(n) "United Kingdom" means the United Kingdom of Great Britain and Northern
Ireland, and for the purposes of Sections 1(l)(d) and 8 of this Annex includes the
Channel Islands and the Isle of Man.

r

(2) All references to interest, excluding contractual interest, shall be to interest accruing
from day to day and calculated on the basis of actual days elapsed and a year of 365 days
in the case of Debts denominated in sterling or of 360 days in the case of Debts
denominated in US dollars.

(3) Where the context of this Annex so allows, words importing the singular include the
plural and vice versa.

(4) Unless otherwise indicated, reference to a specified Section shall be construed as a
reference to that specified Section of this Annex.

(5) The headings to the Sections are for ease of reference only.

SECTION 2

The Debt

(1) The provisions of this Annex shall, subject to the provisions of paragraph (2) of this
Section and Section IV paragraph 3 of the Agreed Minute, apply to:

(a) any amount of interest charged under Section 5(1), such interest having accrued on or
before 30 April 1987 and remaining unpaid; and

(b) any other amount, whether of principal or contractual interest accruing up to
Maturity, owed by a Debtor to a Creditor and which:

(i) arises under or in relation to a Contract;

(ii) fell due or will fall due on or before 30 June 1988 and remains unpaid;

(iii) is guaranteed by the Department as to payment according to the terms of the
Contract; and

(iv) is not expressed by the terms of the Contract to be payable in australs.

(2) The Department and the Bank shall , as soon as possible, agree and draw up a list of
Debts (" the Debt List ") to which, by virtue of the provisions of this Section, this Annex
applies. The Debt List may be reviewed from time to time at the request of the Department
or of the Bank, but may not be added to or amended without the agreement of both the
Department and the Bank . Delay in the completion of the Debt List shall neither prevent
nor delay the implementation of the other provisions of this Annex.

(3) The provisions of this Annex shall not apply to:

(a) any amount payable upon, or as a condition of, the formation of a Contract, or as a
condition of the cancellation or termination of a Contract; and

(b) any amount payable under the Previous Agreement.

SECTION 3

Payments in australs in respect of Debts

(1) Any deposit made with the Bank by a Debtor in respect of any Debt shall be made
through a financial entity in Argentina authorised to deal with foreign currency. Subject to
the Debtor authorising the Bank to apply such deposit for payment of any Debt the
Government of Argentina shall ensure that such deposit is converted into the Currency of
the Debt and that the resulting sum is transferred to the Department to settle such Debt in
accordance with the provisions of Section 6(1).

(2) Deposits shall have been deemed to have been made in respect of each debt on the
due date for payment thereof where such Debt is owed by the Government of Argentina as
primary or principal Debtor or as guarantor.

(3) The Government of Argentina undertakes to comply with the conditions of
Section III paragraphs 8 and 9 of the Agreed Minute.
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SECTION 4

Transfer Scheme

The Government of Argentina shall pay to the Department in accordance with the
provisions of Section 6(1), the following:

(1) in respect of each Debt specified in Section 2( 1)(a):

100 per cent by four equal and consecutive half-yearly instalments on 31 January and
31 July each year commencing on 31 July 1989; and

(2) in respect of each Debt specified in Section 2(l)(b):

100 per cent by ten equal and consecutive half-yearly instalments on 15 May and
15 November each year commencing on 15 May 1993.

SECTION 5

Interest

(1) Interest on the balance of each Debt shall be deemed to have accrued and shall accrue
during, and shall be payble in respect of, the period from Maturity until the settlement of
that Debt by payment to the Department in accordance with Section 4.

(2) The Government of Argentina shall be liable for and shall pay and transfer to the
Department in accordance with the provisions of this Section and of Section 6(1) interest
on each Debt to the extent that it has not been settled by payment to the Department in the
United Kingdom pursuant to Section 4. Such interest shall be paid and transferred to the
Department half-yearly on 15 May and 15 November except that the first payment shall be
made no later than 30 days after signature of this Agreement.

(3) If any amount of interest payable in accordance with the provisions of paragraph (2)
of this Section is not paid on the due date for payment thereof the Government of
Argentina shall compensate the Department on any amount of interest outstanding. Such
compensation shall be in addition to the interest payable under paragraph (2) of this
Section. It shall accrue and be payable on the outstanding amount of overdue interest from
day to day from the original due date in accordance with the provisions of paragraph (2)
of this Section to the date of receipt of the payment by the Department, and shall be
payable in the currency of the Debt to which the overdue interest refers without further
notice or demand of any kind. Such compensation shall be calculated in accordance with
the provisions of paragraph (4) of this Section.

(4) All interest and compensation payable in accordance with the provisions of
paragraphs (I), (2) and (3) of this Section shall be calculated on the outstanding principal
or overdue interest amounts in any debt and shall be paid at the rate of 0.5 per cent per
annum above the Reference Rate applicable to each six-monthly interest period
commencing from Maturity of the Debt concerned.

SECTION 6

Payments to the Department

(1) As and when payments become due under the terms of Sections 4 and 5, the Bank
shall arrange for the necessary amounts, without deduction for taxes, fees, other public
charges or any other costs accruing outside the United Kingdom, to be paid and
transferred in the Currency of the Debt to the Department in the United Kingdom to an
account, details of which shall be notified by the Department to the Bank. In this respect
the Department shall be regarded as acting as agent for each Creditor concerned.

(2) The Bank shall give the Department full particulars of the Debts , interest and/or
compensation to which the transfers relate.
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SECTION 7

Exchange of Information

The Department and the Bank shall exchange all information required for the
implementation of this Annex.

SECTION 8

Other Debt Settlements

(1) The Government of Argentina undertakes to comply with the conditions of Section
III, paragraphs 1, 2, 3 and 7 of the Agreed Minute and agrees to accord to the United
Kingdom terms no less favourable than those agreed with any other creditor country,
notwithstanding any provision of this Annex to the contrary.

(2) The provisions of paragraph (1) of this Section shall not apply to matters relating to
the payment of interest determined by Section 5.

SECTION 9

Preservation of Rights and Obligations

Except for payments related to debts referred to in Section 2 this Annex shall not
modify any of the rights and obligations of any Creditor or Debtor under a Contract.

SECTION 10

Release of Guarantees

Where the Government of Argentina has assumed responsibility for the transfer of any
deposit made in accordance with Section 3(1) in respect ofany Debt which is guaranteed by
a person resident in Argentina and when such person has specifically requested the relevant
Creditor to release him from such guarantee, the Department shall advise that Creditor
that no objection will be raised by the Department to the release by that Creditor of such
person from his obligations, in the same proportion that the deposit bears to the
outstanding Debt, under such guarantee.
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No. 2

The Ambassador ofBrazil at Paris, on behalfofthe Government ofthe Republic ofArgentina,
to the Minister in the Swiss Embassy at Paris

Paris
24 de octubre de 1989

Excellencia,

Tengo el honor de acusar recibo de la Nota de Vuestra Excelencia de fecha 27.10.89 la
que, en castellano dice:

Tengo el honor de hacer referencia a la Conferencia Ilevada a cabo en Paris los dias
19 y 20 de mayo de 1987 relativa a la consolidaci6n de las deudas de la Republica
Argentina, en la cual estuvieron representados el Gobierno del Reino Unido de Gran
Bretana e Irlanda del Norte, el Gobiemo de la Republica Argentina, algunos otros
gobiernos, el Fondo Monetario Internacional, el Banco International de Reconstruction y
Formento, el Banco Interamericano de Desarrollo, la Secretaria de la Conferencia de las
Naciones Unidas sobre Comercio y Desarrollo, la Organizacion de Cooperacion y
Desarrollo Economicos y la Comisi6n de las Comunidades Europeas. En nombre del
Gobierno del Reino Unido tengo el honor de informar a Vuestra Excelencia que los
terminos y condiciones establecidos en el Anexo de la presence Nota, que han lido
convenidas entre los representantes tecnicos britanicos y argentinos, son aceptables para
el Gobierno del Reino Unido.

Si esos terminos y condiciones son aceptables para el Gobiemo de la Republica
Argentina, tengo el honor de proponer ademas, por y en nombre del Gobierno del Reino
Unido de Gran Bretana e Irlanda del Norte que la presente Nota junto con su Anexo y
vuestra respuesta en tal sentido constituyan un Acuerdo al respecto entre el Gobierno del
Reino Unido de Gran Bretana e Irlanda del Norte y el Gobierno de la Republica
Argentina, que se denominara " Acuerdo de la Deuda Reino Unido/Republica Argentina
N° 2 (1987)" y entrara en vigencia en la fecha de vuestra respuesta.

Saludo a Vuestra Excelencia con mi consideracion mas distinguida.
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[Translation of No. 2]

Paris
24 October 1989

Your Excellency,

I have the honour to acknowledge receipt of Your Excellency's Note of 24 October
1989 which reads as follows:

[As in No. 1]

I have the honour to convey to Your Excellency the assurance of my highest
consideration.

JOAO HERMES PEREIRA DE ARAUJO

[Annex as in No. 1]
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