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Dear Mr Kim,

RE: CLOSE-OUT NETTING AND THE NEW INSOLVENCY LAW

The International Swaps and Derivatives Association, Inc. (ISDA) is writing with regard to the
proposed introduction of the Debtor Rehabilitation and Bankruptcy Law (the New Insolvency Law).
ISDA, on behalf of its members, would like to express its support for this comprehensive new piece
of legislation and, in particular, the close-out netting provision (Article 120-2). ISDA believes that
the suggested legislation is indeed a very positive step for the Korean market and we believe the

speedy implementation of the close-out netting language would benefit the financial derivative
markets tremendously.

ISDA, as you may be aware, is the leading global trade association in the privately negotiated or
over-the-counter (OTC) derivatives industry with over 600 members from more than 44 countries
worldwide, including South Korea. These members include most of the world’s major institutions
who deal in over-the-counter derivatives, including commercial banks, merchant banks, investment
banks, corporations and other institutions. A recent list of ISDA’s members is attached hereto as

Annex A. Additional information about ISDA and its activities can be found on the Internet at
www.isda.org.

ISDA’s primary purpose is to encourage and assist in the establishment of sound legal documentation
and financial risk management systems and to ensure the prudent and efficient development of the
derivative markets. Central to these objectives is the concept of close-out netting. Over recent years,
ISDA has worked with regulators in a multitude of jurisdictions on the introduction of netting
legislation. ISDA has also examined close-out netting of financial contracts for both insolvency and
capital adequacy purposes for a number of jurisdictions.

South Korea has for many years been a market of key importance to ISDA’s members who conduct
numerous derivative transactions within South Korea. As is widely accepted, the use of OTC
derivatives has been instrumental in reducing risks arising from traditional commercial and financial
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activities. Accordingly, ISDA believes that the use of OTC derivatives as a risk management tool
will continue to grow significantly in South Korea in line with global trends.

ISDA is fully supportive and very appreciative of the efforts of the Ministry of Justice and the
Legislative Committee to introduce provisions relating to the legal certainty of close-out netting and
collateral arrangements in respect of financial instruments governed by Master Agreements into the
New Insolvency Law. ISDA is happy to note that the drafting to some extent has been based on
ISDA’s draft Model Netting Act and that this has assisted in shaping the close-out netting provisions
in the New Insolvency Law. In particular, ISDA is encouraged that the close-out netting provision in
the New Insolvency Law addresses issues raised by a recent Supreme Court case (2000Da50275)
which called into doubt the efficacy of collateral arrangements for OTC derivatives. ISDA is grateful
for the clarity this language will provide for the market. ISDA believes that Article 120-2 will greatly
advance the ability of OTC market participants to carry out their business in South Korea and will go
a long way to ensuring enhanced liquidity in the market for OTC derivatives. This legal certainty

will help the OTC derivatives market in South Korea grow and develop in line with international
standards.

While certain residual issues remain with respect to the netting provisions in the New Insolvency
Law, ISDA is confident that these can be successfully addressed and we look forward to working

with you and your committee and the Ministry of Justice in this respect.

Should you or your colleagues wish to discuss any of the matters raised in this letter further, please
do not hesitate to contact Ms Angela Papesch at ISDA in Singapore on (65) 6538 3879.

Yours sincerely,
For The International Swaps and Derivatives Association, Inc.

VAR SPIEN peodobun?

Robert Pickel Angela Papesch
Executive Director and CEQ Head of ISDA'’s Asia-Pacific Office

HK:371829.1




[HFE)

ISDA

20033 119 26

2 =3 oddn,

tA: U AA (Close-out netting) & A 28 AF-23] L o2kl FAHH &Y

A 2¢ 2 FAFEAE §3(The International Swaps and Derivatives Association,
Inc., ©)&} “ISDA”)E AF-A3] AL upato] ey Eete] E=4ta @gdste ohg A
ol Wa) dFstnA Ut ISDAE Y-S dialstd A7) AFE T8F Ayt
ARt B3], & HAkclose-out netting: 18+ «“v®”) FAH(AM120222)0] ] A
A& B3 iU ISDAE AY] AgE HEQe] & Al vi¢ TAHY
Hrrl F Aoly vy FA49 A& AlFo] FAFELE A T & =50l
g ol gt

ABAA otAlE wie} #Zo] ISDAE A o2 AHHAY FoN AHEEe FA
BE ARAAM AFHA S22 Edol= HIEA UNZTE x5t AAA 44
N o] IR RE 6007 o] 3PS FRIL UFUY. FJAdozE YHL
g, T2, AL 2 7E 71FE X3S FAGAAGES Adste AAA HF
9 F8 7]BEo] UFUh ISDAY HE Y B2 B 4 33 Aol gASH
o] &Y ISDA 2 ISDA &% e F7F AHRE AU FEH A
www.isda.orgoll Al &34 4 FYTh

ISDAY] 8 £ AL YEEXS 2 3§ #2373 @8 A2r9 Y& F
AA 713 ol & HE3te FAYFE Aol AFstas &2 FFoz TH3E
g st ddl AFUT U8 S HE ojHd BF 2 dad g4 Ay
Utk H2 ¥ 93 ISDAE WY ¥ 1A AN gdsd o It 77
BED FH3IAFUY. ISDAE BT o AL ddod st 2 AR A A5t
e S8 A A el Al FAs] AH R gEY

AFL=L o2 &) F< IS ol 2] R FE AHE st ISDA 4
A T8 AFeIAFUT FHASA AR vl & & ARo] oA
FES AHEES AFTHA 4Y 2 FEEFAA FAY £ Y 23 E FLAAY

© d ERHYU. webr, ISDAE o)} Ze AAHA FA dgtdo] o]
NE 2l23 #e £EezA FAAH FAZE] AHgol A&H oz AA FE




Aoz W Aguth

ISDAE 7184 2k(Master Agreement)o] &3] F&HE FEAWNFTTHET A3
g 2 gdrokygol WA FAMd digt #AHES Al 2AC =98] A8 2F
oF M xol MAANAYII AFT YL AHOZ A& o]d i3 o5
e A BZsln JFUTh ISDAE ©] 0] ISDASY B9 Uy WHER =%
(ISDA’s draft Model Netting Act)oll A= = ZAZ Zoln A E4PE WY 73
o Ao =0l HAttE HelA 7mA APyt 53] ISDAT A A
g Aol FosAdEe dig dRFFY FaM JES AANT H2 A
2 A 2000th50275)0 28 A71E EAES HEAT £ AL R A Y
Ut} ISDAE o] Ao Al AFsA 2 430 ) ZAlsiA Adg o
ISDAE 1202927} FAAF FAAER FdF FFoA AL 44T & U=
YL A AZANE F A & Roln FAARYE AFY F54 At A
g Aoz AT ol e HH FHAAFL T AAFRGE Al Fol =
A 7Ee] G2 A € 24 F IES =& € AYY

A 2 WY 233 gdste g8 ZAEC] dolglzl A9, ISDAE o8&
TAECl AFHLR HZAE & UG AR FAY o] A FAHsA A E
HAA LS e A 4 + AVE DRFY

B Aol A7l ARkl Wi o 3A3] =stn & F 4, dAlEE ISDA
‘3 7} X 2 9] Ms Angela Papescholl 4] (65) 6538 3879 M3 2 AFA]7] ulgy o

The International Swaps and Derivatives Association, Inc. & th4] 3}

ZHWE I F (Robert Pickel)
AALE dEoJAF & ALREEH

tA et 1#H 4 (Angela Papesch)
ISDA oAJo-Bi5g o Wi




ISDA

International Swaps and Derivatives Association, Inc.
24 Raffles Place

#22-00 Clifford Centre

Singapore 048621

Telephone: (65) 6538-3879

Facsimile: (65) 6538-6942

E-mail: isdaap@isda.org

Website: www.isda.org

Mr Ki Bae Lee

Ministry of Justice, Office of Legal Affairs,
Building #1, Gwacheon Government Complex,
Jungang-dong 1, 427-720,

Gwacheong-si, Kyunggi-do,

Republic of Korea

26 November 2003

Dear Mr Lee,
RE: CLOSE-OUT NETTING AND THE NEW INSOLVENCY LAW

The International Swaps and Derivatives Association, Inc. (ISDA) is writing with regard to the
proposed introduction of the Debtor Rehabilitation and Bankruptcy Law (the New Insolvency Law).
ISDA, on behalf of its members, would like to express its support for this comprehensive new piece
of legislation and, in particular, the close-out netting provision (Article 120-2). ISDA believes that
the suggested legislation is indeed a very positive step for the Korean market and we believe the

speedy implementation of the close-out netting language would benefit the financial derivative
markets tremendously.

ISDA, as you may be aware, is the leading global trade association in the privately negotiated or
over-the-counter (OTC) derivatives industry with over 600 members from more than 44 countries
worldwide, including South Korea. These members include most of the world's major institutions
who deal in over-the-counter derivatives, including commercial banks, merchant banks, investment
banks, corporations and other institutions. A recent list of ISDA's members is attached hereto as

Annex A. Additional information about ISDA and its activities can be found on the Internet at
www.isda.org.

ISDA's primary purpose is to encourage and assist in the establishment of sound legal documentation
and financial risk management systems and to ensure the prudent and efficient development of the
derivative markets. Central to these objectives is the concept of close-out netting. Over recent years,
ISDA has worked with regulators in a multitude of jurisdictions on the introduction of netting
legislation. ISDA has also examined close-out netting of financial contracts for both insolvency and
capital adequacy purposes for a number of jurisdictions.

South Korea has for many years been a market of key importance to ISDA's members who conduct
numerous derivative transactions within South Korea. As is widely accepted, the use of OTC
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derivatives has been instrumental in reducing risks arising from traditional commercial and financial
activities. Accordingly, ISDA believes that the use of OTC derivatives as a risk management tool
will continue to grow significantly in South Korea in line with global trends.

ISDA is fully supportive and very appreciative of the efforts of the Ministry of Justice and the
Legislative Committee to introduce provisions relating to the legal certainty of close-out netting and
collateral arrangements in respect of financial instruments governed by Master Agreements into the
New Insolvency Law. ISDA is happy to note that the drafting to some extent has been based on
ISDA's draft Model Netting Act and that this has assisted in shaping the close-out netting provisions
in the New Insolvency Law. In particular, ISDA is encouraged that the close-out netting provision in
the New Insolvency Law addresses issues raised by a recent Supreme Court case (2000Da50275)
which called into doubt the efficacy of collateral arrangements for OTC derivatives. ISDA is grateful
for the clarity this language will provide for the market. ISDA believes that Article 120-2 will greatly
advance the ability of OTC market participants to carry out their business in South Korea and will go
a long way to ensuring enhanced liquidity in the market for OTC derivatives. This legal certainty
will help the OTC derivatives market in South Korea grow and develop in line with international
standards.

While certain residual issues remain with respect to the netting provisions in the New Insolvency
Law, ISDA is confident that these can be successfully addressed and we look forward to working

with you and the Legislative Committee in this respect.

Should you or your colleagues wish to discuss any of the matters raised in this letter further, please
do not hesitate to contact Ms Angela Papesch at ISDA in Singapore on (65) 6538 3879.

Yours sincerely,
For The International Swaps and Derivatives Association, Inc.

VNS Aol

Robert Pickel Angela Papesch
Executive Director and CEO Head of ISDA's Asia-Pacific Office

HK:371381.2
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International Swaps and Derivatives Association, Inc.
24 Raffles Place

#22-00 Clifford Centre

Singapore 048621

Telephone: (65) 6538-3879

Facsimile: (65) 6538-6942

E-mail: isdaap@isda.org

Website: www.isda.org

Judge Hong Do Kim

Supreme Court of Korea

967 Seocho 3-dong, Seocho-gu
Seoul, Republic of Korea

26 November 2003

Dear Judge Kim,
RE: CLOSE-OUT NETTING AND THE NEW INSOLVENCY LAW

The International Swaps and Derivatives Association, Inc. (ISDA) is writing with regard to the
proposed introduction of the Debtor Rehabilitation and Bankruptcy Law (the New Insolvency Law).
ISDA, on behalf of its members, would like to express its support for this comprehensive new piece
of legislation and, in particular, the close-out netting provision (Article 120-2). ISDA believes that
the suggested legislation is indeed a very positive step for the Korecan market and we believe the

speedy implementation of the close-out netting language would benefit the financial derivative
markets tremendously.

ISDA, as you may be aware, is the leading global trade association in the privately negotiated or
over-the-counter (OTC) derivatives industry with over 600 members from more than 44 countries
worldwide, including South Korea. These members include most of the world’s major institutions
who deal in over-the-counter derivatives, including commercial banks, merchant banks, investment
banks, corporations and other institutions. A recent list of ISDA’s members is attached hereto as

Annex A. Additional information about ISDA and its activities can be found on the Internet at
www.isda.org.

ISDA’s primary purpose is to encourage and assist in the establishment of sound legal documentation
and financial risk management systems and to ensure the prudent and efficient development of the
derivative markets. Central to these objectives is the concept of close-out netting. Over recent years,
ISDA has worked with regulators in a multitude of jurisdictions on the introduction of netting
legislation. ISDA has also examined close-out netting of financial contracts for both insolvency and
capital adequacy purposes for a number of jurisdictions.

South Korea has for many years been a market of key importance to ISDA’s members who conduct
numerous derivative transactions within South Korea. As is widely accepted, the use of OTC
derivatives has been instrumental in reducing risks arising from traditional commercial and financial
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activities. Accordingly, ISDA believes that the use of OTC derivatives as a risk management tool
will continue to grow significantly in South Korea in line with global trends.

ISDA is fully supportive and very appreciative of the efforts of the Ministry of Justice and the
Legislative Committee to introduce provisions relating to the legal certainty of close-out netting and
collateral arrangements in respect of financial instruments governed by Master Agreements into the
New Insolvency Law. ISDA is happy to note that the drafting to some extent has been based on
ISDA’s draft Model Netting Act and that this has assisted in shaping the close-out netting provisions
in the New Insolvency Law. In particular, ISDA is encouraged that the close-out netting provision in
the New Insolvency Law addresses issues raised by a recent Supreme Court case (2000Da50275)
which called into doubt the efficacy of collateral arrangements for OTC derivatives. ISDA is grateful
for the clarity this language will provide for the market. ISDA believes that Article 120-2 will greatly
advance the ability of OTC market participants to carry out their business in South Korea and will go
a long way to ensuring enhanced liquidity in the market for OTC derivatives. This legal certainty
will help the OTC derivatives market in South Korea grow and develop in line with international
standards.

In addition, ISDA would like to thank you and your committee for your time and efforts producing
this comprehensive new draft of the New Insolvency Law and, in particular, Article 120-2.

Should you or your colleagues wish to discuss any of the matters raised in this letter further, please
do not hesitate to contact Ms Angela Papesch at ISDA in Singapore on (65) 6538 3879.

Y ours sincerely,
For The International Swaps and Derivatives Association, Inc.

){/v M’ pm V\AfQ&VW v

Robert Pickel Angela Papesch
Executive Director and CEO Head of ISDA’s Asia-Pacific Office

HK:371818.1




2003 119 264
7 wAPEA,
obA: AF A (Close-out netting) L A 22 T3] L upatol] AP ELS

ZA 2% 2 5 A8AE ¥ 3|(The International Swaps and Derivatives Association, Inc.,
o8t “ISDA”)= A T3 AL atol] B Ee] Q% FAFA thE Atgl
& AFsnat gl ISDAE 39S HAES A7) A58 T2 A7 AR
£3), 93 A4kclose-out netting: ©13F “H®”) FA A 1202 202)0 & AXE &
= wrduUt) ISDAE A7) AQtE WESko] 3= Ao of$- FAHZH FRI}
g Zol Uy FAY A& Aol FAFFAE A R & =] B A
olg} AZrgtt)

ABHAA otAlE utet o] ISDAE AMH o E AUSHAY Foo M AdEE A4
AE A AT 22d Edols HI2A - XT3t HAA 44
7 ol Ae] Z7FEHE 6007 olA4e] YL FRED JFU PR E YL
&, B2, A 2 7)e 71 BE EFES FAGPFES Adste dAA HF
B F2 7BE0] dFU ISDAY HZ 3 E5L E FA4 EAH Ad BAIH
o] &Yt ISDA 2 ISDA 3o i F/t ARE AR FFH A
www.isda.orgoll A &Rl & U

ISDAY] 2 ZX2 A }ETAS ¢ S8§823 Bl ALY e FA
A7l ol & BEdA FAPGE Aol AFuE A&HY FFor THIES
e do gtk v" Ade vz o2 53 24 dad 4 AddY
o #H2 3 dzt ISDAE W® #¥E 1A AR dbE o F7He wA7#
% FYHAFUTH ISDAT £ 93 TS ez Bt % AR Ao o
3 F§ AR A g da dAs] AW EkFUT

HANTL o2 & FL dIFVT el A 48 FYPEF ANE &= ISDA 3¢
A FoT Al FoldFUnh FHASA AYE vtlM & £ ARl FARAY
FE AHEE AEAA 3 2 F8ETAA A & e H2FE AR

t d a33dYtt. @b, ISDAE ol$h &2 AAHA FAd Estxo] T4
ME Bl&3 @ FEo A FARYLEY AHRol AEHo A FHE AL




2 ¥t dsyoh

ISDAE 7] 2 A %K(Master Agreement)el]l 93} F&HE FEAATTETS BH5A
g 2 SRR HA FAd dFd FAEL A Bibgd =93] H3 OF
o MEXo HAAEAUE} AFH wHE AFROZ A3 old 3 uj¢
ZAYHAl AZbetn QJ&Urth ISDAE o] xgto] ISDAS EY w8 HEY 2%
(ISDA’s draft Model Netting Act)ol ol= X 2A% AHolnj Al =g U8 13
9 Ao =2o] HUTE AA slmA At 3] ISDA= A TAPH Y
dg 7ol FgAE W FRFF FaA JES AT H29 W
Y ALA2000Tk50275)9) 23 AZlE EAES SIAT & & Ao Jdsn
A5HUTH ISDAE o] FAo] Al AFsA 8 G440 & FALsHA ALy
th ISDAE 120% 227} YA F FAAER o7 TFFNA A4S 98 5+ A
B 5EE 3A AFALD F YA & Rolm FAFBLE AW K54 Al
A 719 Aoz AAgh ol YA FAYL AT FAARYE AR
o] FAH 7]Fo LR A Z LAY F UEE =& € AYUH

ol&, ISDAE A =AM N2 ¥ZFH 29 53] 1202928 AAFE sl ol
24 Azt 2 AdLY &4 Y939 1o ZA=HY G

£ A AZ1E ARt o3 o FAE =93taA 4 B¢, A ISDA
37} 29] Ms Angela Papeschol] Al (65) 6538 3879 W52 AgF A7) upgc)
The International Swaps and Derivatives Association, Inc.& ™43}«

ZHE HF (Robert Pickel)
AAZR dEoJAL E AREFH

e}l 134 (Angela Papesch)
ISDA ofr|ot-Big g A &






