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|. Executive Summary (1)

A small group of Wilton Park attendees from Alvarez & Marsal (financial advisor), BlueBay Asset Management (investor) and White & Case (law firm)
worked on this proposal, which emanated from an industry offsite in September 2023. This proposal highlights some of the key themes from the offsite.

Three specific (and inter-linked) issues were also raised in the process for further consideration namely...

Introduction and purpose of the note

This note follows the Wilton Park conference(*) on “Emerging markets in debt - | "0'0'0'0'\

distress: exploring options for debt restructuring”, held 13 — 15 September 2023. )“3

The event gathered high level private and public sector representatives as well as l \( ")
S—r

experts from outside government, in a participatory dialogue to discuss the
challenges facing emerging market countries in debt distress and to identify

solutions for more efficient and effective debt restructuring processes. Information Sharing Timing MoU Transparency
Amongst the issues raised at Wilton Park by the participants were topics in = Comparability of " Rigid sequencing in the = Sharing of MoU terms
relation to the lengthy process and uncertain timeline of sovereign debt treatment formula treatment of debt relief with private creditors
restructurings and it was felt that this could be improved by developing a = Composition of the debt between groups of

best practice timeline / process, which could be used by relevant stakeholders profile creditors

as a practical guide for sovereign_ debt restructurings in the future. Following = DSA parameters = |IMF financing

the event, a small group of participants from Alvarez & Marsal, BlueBay Asset assurances

Management and White & Case agreed to discuss and release a proposal

outlining a timeline for debt restructuring processes and a set of principles

concerning the responsibilities of all stakeholders involved. Before finalization It should be noted that these themes have been raised and discussed at other fora / events in the past
of the note the group hosted a webinar in June 2024 to obtain feedback from and is complementary to the efforts being made by the G20 and Global Sovereign Debt Roundtable
the wider group of Wilton Park participants. It should be noted that this (GSDR), in particular. Itis acknowledged that these themes may be simple in concept to understand
document is not attributable to and has not been endorsed by Wilton Park, but but they are complex to resolve as it will require ‘buy-in’ from multiple parties. This note outlines at a
it rather expresses the opinions of this small group of Wilton Park participants. high-level potential solutions to help resolve these themes, but will require further consultation from

interested parties.

*Wilton Park is an executive agency to the Foreign Commonwealth Development Office (FDCO) providing a global forum for strategic discussion.
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|. Executive Summary: High-level Timeline of the Zambian Sovereign Debt Restructuring (I1)

o (o] (o] o
Zambia first defaulted on Applied for Common Presidential elections Reached a staff-level Official Creditor Committee
its bonds Framework agreement with IMF allowing (OCC) formed, co-chaired by
CF process to begin France and China
@ oci2020 Rt @)  Feb 2021 S @)  Aug 2021 R @) Dec 2021 o @ Jun 2022
. . o . . o . o . , . O
Zambia announced that despite amendments made to MOU signed with OCC. Zambia OCC reached an The OCC provided financing
the AIP by bondholders and the IMF confirming the deal Zambia and SteerCo agreement on debt treatment assurances, paving the way
met the targets for debt sustainability, the AIP could not announced an agreement in for the IMF Board to approve
proceed due to concerns expressed by the OCC principle (AIP) with the program
regarding comparability of treatment bondholders
5 months Nov 2023 . 1 month Oct 2023 . 4 months Jun 2023 . 11 months Jul 2022 ‘ 1 month
: . : : o :
Zambia reached a new AIP Zambia continues to negotiate Zambia settles the bond
with bondholders with other commercial restructuring transaction

creditors, including Chinese
commercial banks

@ var2024 U @)  Apr 2024 SO @)  Jun 2024

NB: Please note that this timeline is based on our understanding of the process and certain details may have been omitted or may need further clarification.
Please note high level timelines for Ghana and Sri Lanka are included in the Appendix later.
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Il. Since September 2023, developments include the proposed NYC law on Sovereign Debt
recommitted in March 2024 and the IMF reform for LIOA policy approved April 2024

NON EXHAUSTIVE

_ How will it be achieved? What the reform does not address?

Several proposals are under consideration
by the New York legislature, including caps
the recovery of private creditors not to Comparability of treatment
exceed that of official creditors, a
comprehensive regime for sovereign
restructuring and limits on ability to bring Transparency and information sharing
actions when bonds are bought with the
intention to bring a claim (champerty)

By proposing mechanisms for voluntary
petition of relief with the New York state,
the SDSA aims to strengthen New York's
role in issuing and trading sovereign debt
and reducing the need for bailouts,
negative social costs, systemic risk to the
economy, and creditor uncertainty

Burden-sharing principles

. Permits the IMF to lend to countries even
Decrease the time between a staff-level ) ) Comparability of treatment

before financing assurances are fully
agreement (SLA) and the board approval of . : : - _ _ _
secured, provided there is a credible official Transparency and information sharing
the program . .
creditor process in place

Note: Recent articles / blogs (‘Sovereign debt restructuring and the G20 Common Framework : real or symbolic progress’ by Livia Hinz) plus a policy briefing note (‘24-4 Restructuring Sovereign Debt The Need for a Coordinated
Framework’ by Sean Hagan and Brad Setser) have identified the various weaknesses in the sovereign debt restructuring process and they also make a similar case for a coordinated approach in place of the current sequential approach.
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lll. We believe that these recent reforms don’t address fully the entire scope of the

problems that we identified back in September 2023. Therefore, we also propose the following
additional solutions to complement the existing development (I)

Issue
Information
Sharing
MoU
Transparency
@ Timing

Proposed Solution

How - Establishment of standardized reporting
frameworks and regular information
dissemination to all stakeholders from

earlier stages.

Who — A global industry association* with
membership comprising of a representation of
private creditors, legal and / or financial
advisors for information assimilation, not
negotiation. This body could also be granted a
seat at the Global Sovereign Debt Roundtable.

IMF and authorities to present and solicit
relevant feedback on the main elements of
DSA to private creditors (or their advisors) in
advance of the IMF board meeting.

G20 / Paris Club Secretariat (PCS) should
develop a standardized framework outlining
transparency requirements for MoUs, including
at a minimum the “main parameters” of the
official creditor deal.

G20 / PCS to automatically release (i) the main
parameters of MoUs providing key information
without compromising sensitive details during
the process, and (ii) the full MoUs after signing
of MoU, within agreed timeframes.

G20 / PCS to provide greater clarity for how
Comparability of Treatment (CoT) is assessed,
in order to allow for flexibility to conduct a
parallel process, when appropriate.

Actions to Execute Solutions

Develop standardized templates for reporting key information about the debt restructuring perimeter, parameters of the
DSA that can be disclosed, and the proposed debt treatment.

Establish a central repository for storing and disseminating this information to all stakeholders, including debtor countries,
creditors, civil society organizations, and the public. Additionally, this "single window" could compile relevant non-sensitive
information about past restructurings (e.g., restructurings completed 10-15 years prior).

Implement a regular schedule for information releases, ensuring transparency throughout the debt restructuring process.

Define the mandate and functions of this entity, including information sharing, advocating for creditor interests and
participation in negotiations, .

Secure a seat for this entity at the Global Sovereign Debt Roundtable and other relevant forums.

IMF to arrange to disclose key elements of the DSA to key stakeholders during the process to (i) allow stakeholders to
understand and provide feedback (but not negotiate) on DSA assumptions and terms and (i) to inform the IMF of private
creditors’ perspective on the DSA (if requested by the IMF).

The G20 / PCS to convene a working group to develop a standardized transparency framework for MoUs, outlining
minimum requirements for disclosing key information, such as the perimeter of the debt restructuring, the parameters of
the DSA, and the proposed debt treatment, while addressing confidentiality concerns and ensuring that sensitive
information is protected.

The G20/ PCS to develop a process for automatically releasing (i) non-confidential summaries of MoUs during the
process, within a specified period of time, such as 30 or 60 days and (ii) full MoUs after a specified period of time, such as
12 or 18 months after the debt treatment completion. Key information about the debt restructuring, redacting sensitive
information from the summaries.

Develop a clear and objective guidelines / examples for assessing CoT considering the specific circumstances of each
case, including the type of debt treated, maturity profiles, pre-restructuring contractual terms, discount rate, economic
conditions of the debtor country, and creditor’s willingness to act on a timely debt treatment resolution. Implement a
transparent process for reviewing and approving CoT assessments, ensuring stakeholder engagement and due process.

Establish clear triggers and conditions for triggering private sector participation, ensuring fair burden sharing and
responsible lending practices. Implement mechanisms for coordination and information sharing between official and
private creditors throughout the process (see Issue #1)

Risks

Establishment and governance of
new entity.

Independence of responsibility for
information collection and sharing is
important.

There may be resistance from certain
parties to disclose sensitive financial
information. For example, disclosing
the DSA before IMF board approval
(i.e., before it is by definition
complete), makes it subject to
lobbying for the DSA to become
creditor friendly.

Deciding what qualifies as 'non-
confidential' information can be
subjective and case-specific.
Implementing a standard framework
for disclosure risks adding more
complexity and leading to protracted
negotiations between the Debtor
Countries and the Official Creditor
Committee.

More upfront transparency might
result in the need for more iterations
as creditors would likely need to
agree on more aspects of the
restructuring parameters.

* This group could be either an existing or new organisation whose representation and governance would be dependent on the requirements circumstances and of the particular needs at the time of set up and would evolve over time.
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Ill. High-level Timeline of the Zambian Restructuring by Key Stakeholder:

Actual Process — Sequential (Il)

The Zambian sovereign debt restructuring started in November 2023 and is now in its fourth year, which is not effective for debtor or creditors alike.

Activities by Key Stakeholder

WCINGE

Zambian Authorities
Default

Elections

Application to the G20 Common Framework

Request IMF program

IMF program negotiations

IMF program review

Negotiations with Official Creditor Committee (OCC)
Negotiations with Ad Hoc Committee of Bondholders (SteerCo)

Negotiations with OCC, SteerCo, & IMF on 2nd bondholder Agreement-in-Principle (AIP)

Settlement of the bond restructuring transactions
International Monetary Fund (IMF)

Program negotiations

Program review

Staff-level agreement (SLA)

Board approval

Official Creditor Committee (OCC)

Formation

Provision of financing assurances

Negotiations on the debt treatment
Agreement-in-Principle on the debt treatment
Agreement of the Memorandum of Understanding.
Blocked AIP reached with SteerCo

Negotiations with SteerCo and IMF on 2nd bondholder Agreement-in-Principle (AIP)
Finalizing bilateral agreements with official creditors
Ad Hoc Committee of Bondholders (SteerCo)
Negotiations on the debt treatment
Agreement-in-Principle on the debt treatment
Other commercial lenders

Negotiations on the debt treatment

1 0 2 e o 2 o o 2 o 2

i

Legend: Key milestone [l Debt exchange — end of restructuring process
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Ill. High-level Timeline of the Zambian Restructuring by Key Stakeholder:
Coordinated Framework Process — From Actual/Sequential to Parallel (I11)

The proposed Coordinated Framework could improve the timing by c. 12 — 18 months with more transparency, information sharing and reduced timeframes.

Activities by Key Stakeholder

Zambian Authorities

Default

Elections

Application to the G20 Common Framework
Request IMF program

IMF program negotiations

Good faith negotiations with official and private creditors
IMF program review

Negotiations with Official Creditor Committee (OCC)
Negotiations with Ad Hoc Committee of Bondholders (SteerCo)
Settlement of the bond restructuring transactions
International Monetary Fund (IMF)

Program negotiations

Program review

Staff-level agreement (SLA)

Assessment of credible official creditor process
Board approval

Official Creditor Committee (OCC)

Formation

Provision of financing assurances

Negotiations on the debt treatment
Agreement-in-Principle on the debt treatment
Signature of the Memorandum of Understanding.
Finalizing bilateral agreements with official creditors
Ad Hoc Committee of Bondholders (SteerCo)
Negotiations on the debt treatment
Agreement-in-Principle on the debt treatment

Other commercial lenders

Negotiations on the debt treatment

Information sharing

Ty e —

—q

Legend: Key milestone [l Debt exchange — end of restructuring process

Assumptions

A A
End of restructuring
(Coordinated Framework Proposal)

= The new AIP policy allows the IMF’s Board to approve the program on a lapse-of-time basis, which could save countries time between the financing assurances and the board approval in future.
= The IMF is able to assess that a credible official creditor process is taking place. The assessment is carried out in 3 months.
= Having a coordinated framework does not lead to an improvement in the efficiency of restructuring talks with the OCC.

= |t still takes (i) 4 months for an MoU to be signed after reaching an AIP with the OCC and (ii) 3 months for the settlement of bond restructurings after the MoU is signed and AIP with SteerCo is reached.
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Ill. High-level Timeline of the Zambian Restructuring by Key Stakeholder:
Coordinated Framework Proposal — From Sequential to Parallel (V)

This illustrates the potential shortening of the timeline if the Coordinated (or parallel) approach was adopted in the Zambian debt restructuring.

Activities by Key Stakeholder

Zambian Authorities

Default -

Elections .

Application to the G20 Common Framework “

Request IMF program hd

IMF program negotiations * J

Good faith negotiations with official and private creditors —

IMF program review

Negotiations with Official Creditor Committee (OCC)
Negotiations with Ad Hoc Committee of Bondholders (SteerCo)
Settlement of the bond restructuring transactions

International Monetary Fund (IMF)

Program negotiations I L

Program review
Staff-level agreement (SLA)

Assessment of credible official creditor process w
Board approval

Official Creditor Committee (OCC)

Formation u

Provision of financing assurances
Negotiations on the debt treatment
Agreement-in-Principle on the debt treatment

Signature of the Memorandum of Understanding.

Finalizing bilateral agreements with official creditors

Ad Hoc Committee of Bondholders (SteerCo)

Negotiations on the debt treatment q
Agreement-in-Principle on the debt treatment

Other commercial lenders

Negotiations on the debt treatment

I
I

J

Legend: Key milestone [l Debt exchange — end of restructuring process : )
9 v End of proposed restructuring End of actual restructuring

Assumptions (Coordinated Framework Proposal)

In this illustration we display an alternative timeline where we have shortened negotiations periods (arbitrary criteria) which outlines how information sharing, transparency and timing can affect these negotiations.
1. Information sharing affects the time that each committee needs to negotiate (and because it is a coordinated framework things happen at the same time).
2. MoU Transparency reduce the time between AiP and MoU.
3. Timing can “allow for flexibility to conduct a parallel process” which could also shorten the negotiations

It therefore may be possible to reduce the timeline of future restructurings by between 12 — 18 months
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Key conclusions

The primary purpose of a debt
restructuring is to bring a country in
distress to debt sustainability.

Current information asymmetries, as
well as extended timelines resulting
from the sequential nature of existing
restructurings, hampers the ability of
the authorities to achieve this purpose.

Whilst acknowledging the challenges,
action on the key points within
information sharing, timing and
transparency will be instrumental for
improving restructuring processes
going forward.

10

N
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Broad buy-in across stakeholders,
particularly the official sector, is a
pre-requisite for the framework to
be effective.

Creating a data platform which can be
seen as an independent body to allow
for timely dissemination of information
and ongoing engagement amongst
stakeholders would facilitate a solution
orientated approach.

Allowing for parallel engagement with
official and commercial creditors has
the potential to reduce the timeline
for restructurings by c. 12-18
months.
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Appendix: High-level Timeline of Ghana’s Sovereign Debt Restructuring (1)

o o o (o]
Ghana defaulted on its debt Applied for Common Ghana completed its Official Creditor Committee,
and concurrently reached a Framework Domestic Debt Exchange co-chaired by France and
staff-level agreement with Program China, provided financing
the IMF assurance upon its formation
O Dec 2022 1month  ( JNENPIPE U @) Feb 2023 amonths  ( JENVEVEPIPE
. o (o)
IMF rejects the deal between Ghana and Ghana started the Ghana and OCC reaches an
bondholders citing the reached deal does negotiations with bondholders Agreement-in-Principle

not restore debt sustainability

1 month Apr 2024 ‘ 1 month Mar 2024 . 2 months Jan 2024 . 8 months

o o
MoU agreed with official Ghana reaches an Agreement Ghana reaches a finalized
creditors in Principle with its agreement with bondholders
bondholders

@ wvay2024 A @)  Jun 2024 RO @ Oct 2024

NB: Please note that this timeline is based on our understanding of the process and certain may have been omitted or may need further clarification.

" ALVAREZ & MARSAL \%
LEADERSHIP ACTION. RESULTS: RBC

What’s next?

RBC BlueBay
Assel Management

WHITE & CASE



Appendix: High-level Timeline of the Sri-Lankan Sovereign Debt Restructuring (I1)

o (o] o (o]
Sri Lanka defaulted on its debt Former president ousted and Reached a staff-level Paris Club members, India, IMF Board approves the
current President voted into agreement with IMF Hungary, and EXIM China program
power by Sri Lankan provided financing assurances
lawmakers
@ vay2022 L @)  Jul 2022 N @)  Sep 2022 smonths (( JENRIPK T @)  Var 2023
. . o . - o . . o - . .
Sri Lanka reached an AIP with OCC Sri Lanka announced preliminary AIP Sri Lankan parliament approved Official Creditor Committee (OCC)
on debt owed to EXIM China Domestic Debt Optimization formed co-chaired by India, Japan &
implementation plan covering the France

Central Bank and selected
commercial banks local law FX debt

4 months Nov 2023 . 1 month Oct 2023 . 3 months Jul 2023 . 2 months May 2023 2 months

o o o
Sri Lanka and the Steering Sri Lanka rejects bondholders' MoU with official creditors Sri Lanka reached an AlIP with
Committee of bondholders proposal signed bondholders
enter restricted talks

@ var 2024 R @) Apr 2024 PN @ Jun 2024 SO @)  Sep 2024

NB: Please note that this timeline is based on our understanding of the process and certain may have been omitted or may need further clarification.
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