
[Headed paper of Party A]

Date:
[                                 ]

To:
[Name and Address or Facsimile Number of Party B]

From:
[Party A]

RE:
Recovery Lock Credit Derivative Transaction

Dear ________________:

The purpose of this [letter] (the “Confirmation”) is to confirm the terms and conditions of the Recovery Lock Credit Derivative Transaction entered into between us on the Trade Date specified below (the “Transaction”).  This Confirmation constitutes a “Confirmation” as referred to in the ISDA Master Agreement specified below.

The definitions and provisions contained in the 2003 ISDA Credit Derivatives Definitions as supplemented by the May 2003 Supplement to the 2003 ISDA Credit Derivative Definitions (together, the “Credit Derivatives Definitions”), as published by the International Swaps and Derivatives Association, Inc., are incorporated into this Confirmation.  In the event of any inconsistency between the Credit Derivatives Definitions and this Confirmation, this Confirmation will govern.  This Transaction is a Credit Derivative Transaction for purposes of the Credit Derivatives Definitions.

[This Confirmation supplements, forms a part of, and is subject to, the ISDA Master Agreement, dated as of [date], as amended and supplemented from time to time (the “Agreement”), between you and us.  All provisions contained in the Agreement govern this Confirmation except as expressly modified below.]

The terms of the Transaction to which this Confirmation relates are as follows:

General Terms:

	Trade Date:
	[      ]

	Effective Date:
	[      ]

	Scheduled Termination Date:
	[      ]

	Floating Rate Payer:
	[Party A] [Party B] (the “Seller”).

	Fixed Rate Payer:
	[Party A] [Party B] (the “Buyer”).

	Calculation Agent:
	[        ]

	Calculation Agent City:
	[        ]

	Business Day:
	[        ]

	Business Day Convention:
	Following (which, subject to Sections 1.4 and 1.6 of the Credit Derivatives Definitions, shall apply to any date referred to in this Confirmation that falls on a day that is not a Business Day).

	Reference Entity:
	[                                 ]

	[Reference Obligation:]
	[               ]

	
	[The obligation[s] identified as follows:

	
	Primary Obligor:
[      ]

	
	Guarantor:
[      ]

	
	Maturity:
[      ]

	
	Coupon:
[      ]

	
	CUSIP/ISIN:
[      ]

	All Guarantees:
	[Applicable] [Not Applicable]

	Reference Price:
	[   ]%



Fixed Payments:

	[Fixed Rate Payer Calculation Amount:
	[      ]]

	[Fixed Rate Payer Period End Date:
	[      ]]

	Fixed Rate Payer Payment Date[s]:
	[      ], [      ], [      ] and [      ]

	[Fixed Rate:
	[If the Fixed Rate is negative, the absolute value of the Fixed Amount will be payable by Seller to Buyer.]

	[Fixed Rate Day Count Fraction:
	[      ]]

	[Fixed Amount:
	

	
	[


Floating Payments:

	Floating Rate Payer Calculation Amount:
	[      ]

	Conditions to Settlement:
	Credit Event Notice

	
	
Notifying Party: Buyer or Seller

	
	Notice of Physical Settlement (this Condition to Settlement may be satisfied by the delivery of a notice by Seller pursuant to the provisions below)

	
	[Notice of Publicly Available Information Applicable]

	
	
[Public Source(s):[        ]]

	
	
[Specified Number:[        ]]

	Requirement for Delivery of Notice of Physical Settlement by Buyer:
	Buyer will deliver a Notice of Physical Settlement to Seller no later than 30 calendar days following the Event Determination Date.  Such Notice of Physical Settlement must specify Deliverable Obligations having an aggregate outstanding principal balance and/or Due and Payable Amount (or the equivalent Currency Amount) (the “Principal Balance”) equal to or greater than the Floating Rate Payer Calculation Amount.

	Failure By Buyer to Deliver Notice of Physical Settlement:
	If Buyer fails to deliver an effective Notice of Physical Settlement on or before the thirtieth calendar day after the Event Determination Date, such failure will not constitute an Event of Default or a Termination Event.  Following such failure, Buyer will have no right to deliver a Notice of Physical Settlement.  If the Buyer has not delivered an effective Notice of Physical Settlement, Seller will have the right, from and including the thirtieth calendar day after the Event Determination Date to and including the forty-fifth calendar day after the Event Determination Date, to deliver a notice to Buyer, which notice shall contain a detailed description of the Deliverable Obligations that Buyer will be required to Deliver to Seller, including the Principal Balance of each such Deliverable Obligation (the aggregate of such Principal Balances shall be equal to or less than the Floating Rate Payer Calculation Amount) and, if available, the CUSIP or ISIN number (if such identifying number is not available, the rate and tenor of the Deliverable Obligations).  Delivery of any such notice shall be deemed to be effective delivery of a Notice of Physical Settlement.  Buyer may not change such notice, other than to correct errors or inconsistencies.  If the Seller delivers such notice on the thirtieth calendar day following the Event Determination Date, and the Buyer delivers an effective Notice of Physical Settlement on the same day, then the Buyer’s Notice of Physical Settlement will prevail over the Seller’s notice.

For the previous paragraph, the last day of (i) the thirty calendar day notice period and (ii) the forty-five calendar day notice period shall be adjusted in accordance with the Business Day Convention.

If Buyer fails to deliver an effective Notice of Physical Settlement, and Seller fails to deliver the relevant notice to Buyer by the forty-fifth calendar day after the Event Determination Date (subject to adjustment in accordance with the Business Day Convention), then such forty-fifth calendar day will be the Termination Date.

	Credit Events:
	The following Credit Event[s] shall apply to this Transaction:

	
	[Bankruptcy]

	
	[[Failure to Pay]

	
	[Grace Period Extension Applicable]

	
	[Grace Period:         ]

	
	Payment Requirement:  [      ]]

	
	[Obligation Default]

	
	[Obligation Acceleration]

	
	[Repudiation/Moratorium]

	
	[Restructuring]

	
	[[Restructuring Maturity Limitation and Fully
Transferable Obligation:
[Applicable]]

	
	[[Modified Restructuring Maturity Limitation and Conditionally Transferable Obligation:           

[Applicable]]

	
	[Sections 2.32(a) and 2.33(a) are amended by inserting, after the words “Credit Event Notice delivered by Buyer”, the words “or Seller”.]


	
	[[Multiple Holder Obligation:]

[Applicable]]

	
	[Default Requirement:  [       ]]

	Obligation(s):
	Obligation Category
(Select only one):
	Obligation Characteristics
(Select all that apply):

	
	

	
	[   ]
Payment

[   ]
Borrowed
Money

[   ]
Reference
Obligations
Only

[   ]
Bond

[   ]
Loan

[   ]
Bond or Loan
	[   ]
Not Subordinated

[   ]
Specified Currency:
[              ]

[   ]
Not Sovereign Lender

[   ]
Not Domestic Currency

[Domestic Currency
means:  [      ]]

[   ]
Not Domestic Law

[   ]
Listed

[   ]
Not Domestic Issuance

	
	[and:]

	
	[Specify any other obligations of a Reference Entity.]

	[Excluded Obligations:]
	[      ]


Settlement Terms:

	Settlement Method:
	Physical Settlement

	Terms Relating to Physical Settlement:

	[Physical Settlement Period:
	[      ] Business Days]

	[Deliverable Obligations:
	[Include Accrued Interest] [Exclude Accrued Interest]

	Deliverable Obligations:
	Deliverable Obligation
Category (Select only one):
	Deliverable Obligation Characteristics (Select all that apply):

	
	

	
	[   ]
Payment

[   ]
Borrowed
Money

[   ]
Reference
Obligations
Only

[   ]
Bond

[   ]
Loan

[   ]
Bond or Loan
	[   ]
Not Subordinated

[   ]
Specified Currency:
[              ]

[   ]
Not Sovereign Lender

[   ]
Not Domestic Currency
[Domestic Currency means:  [      ]]

[   ]
Not Domestic Law

[   ]
Listed

[   ]
Not Contingent

[   ]
Not Domestic Issuance

[   ]
Assignable Loan

[   ]
Consent Required Loan

[   ]
Direct Loan Participation
Qualifying Participation Seller:  [     ]

[   ]
Transferable

[   ]
Maximum Maturity
[            ]

[   ]
Accelerated or Matured

[   ]
Not Bearer

	[and:]
	

	
	[Specify any other obligations of a Reference Entity.]

	[Excluded Deliverable Obligations:]
	[         ]

	[Partial Cash Settlement of Consent Required Loans Applicable]

	[Partial Cash Settlement of Assignable Loans Applicable]

	[Partial Cash Settlement of Participations Applicable]

	Escrow:
	[Applicable][Not Applicable]]


Section 8.1.  Amount of Deliverable Obligations to Be Delivered.

Section 8.1 is amended by replacing the words “Physical Settlement Amount” in the last line of the second paragraph with the words “Floating Rate Payer Calculation Amount”.

Changes to Fallback Cash Settlement and Other Fallback Procedures

Section 7.1.  Cash Settlement.

Section 7.1 is replaced with the following:

“If “Cash Settlement” is deemed to apply pursuant to Section 9.3, 9.4, 9.5 or 9.6:

(i)
if the Cash Settlement Amount is a positive number, Seller shall, subject to Section 3.1, pay the Cash Settlement Amount to Buyer on the Cash Settlement Date; and

(ii)
if the Cash Settlement Amount is a negative number, Buyer shall, subject to Section 3.1, pay the absolute value of the Cash Settlement Amount to Seller on the Cash Settlement Date.”

Section 7.4.  Final Price.

Section 7.4 is amended by adding the following at the end of the first sentence:

“; provided, however, that if the Final Price is greater than 100%, it will be deemed to be 100%.”
Section 9.8.  Cash Settlement Terms.

Section 9.8(a) is replaced with the following:

“(a)  “Cash Settlement Amount” is deemed to be, for each Undeliverable Obligation, Undeliverable Loan Obligation, Undeliverable Participation or Unassigned Obligation, the aggregate of (A) the outstanding principal balance, Due and Payable Amount or Currency Amount, as applicable, of each Undeliverable Obligation, Undeliverable Loan Obligation, Undeliverable Participation or Unassignable Obligation multiplied by (B) the Reference Price minus the Final Price with respect to such Undeliverable Obligation, Undeliverable Loan Obligation, Undeliverable Participation or Unassignable Obligation.”

Section 9.8(c) of the Credit Derivative Definitions is amended by deleting the words “and ‘Reference Price’ is deemed to be one hundred per cent”.  For the avoidance of doubt, the Reference Price for the purposes of Section 9.8 shall be as specified above in this Confirmation.

Section 9.9.  Buy-in of Bonds Not Delivered.

Section 9.9 is amended by deleting the second sentence of the penultimate paragraph and replacing it with the following:

“On the third Business Day following such notice, Buyer will be deemed to have Delivered an outstanding principal balance of the Deliverable Obligations specified in the Notice of Physical Settlement for which a Buy-in Price was determined and an amount will be payable equal to that portion of the Physical Settlement Amount that corresponds to such portion of the Deliverable Obligations, minus (i) the Buy-in Price multiplied by the corresponding outstanding principal balance of the Relevant Bonds for which a Buy-in Price was determined, and (ii) any reasonable brokerage costs incurred by Seller in connection with any purchases by it of the Relevant Bonds as part of the buy-in.  If such amount is positive, Seller shall pay such amount to Buyer.  If such amount is negative, Buyer shall pay the absolute value of such amount to Seller. If the Buy-in Price is greater than 100%, it will be deemed to be 100%.”

Section 9.10.  Alternative Procedures Relating to Loans Not Delivered.

Section 9.10(a) is amended by adding the following at the beginning of the section: “This section 9.10(a) will not be applicable if the Seller delivers a notice that is deemed to effect delivery of a Notice of Physical Settlement instead of the Buyer delivering a Notice of Physical Settlement.”
Section 9.10(b) is amended by replacing the words “the Reference Price” in the next-to-last full line with “100%”.

Conforming Change

Section 1.7.  Termination Date.

Section 1.7 is amended by deleting “3.4 (Notice of Physical Settlement),” and replacing it with “the date specified in the Recovery Lock confirmation under “Failure by Buyer to Deliver Notice of Physical Settlement,”.

Section 3.4.  Notice of Physical Settlement.
Section 3.4 is amended by deleting the second paragraph.

Notice and Account Details:

	Telephone and/or
Facsimile Numbers and
Contact Details for Notices:
	

	
	Buyer:
[      ]

Seller:
[      ]

	Account Details:
	

	Account Details of Buyer:
	[      ]

	Account Details of Seller:
	[      ]


Offices:

The Office of Seller for this Transaction is [   ].

The Office of Buyer for this Transaction is [   ].

Please confirm your agreement to be bound by the terms of the foregoing by executing a copy of this Confirmation and returning it to us [by facsimile].

Yours sincerely,

[PARTY A]

By:


Name:
Title:

Confirmed as of the date first above written:

[PARTY B]

By:


Name:
Title:

THE FOOTNOTES TO THIS CONFIRMATION ARE PROVIDED FOR CLARIFICATION ONLY AND DO NOT CONSTITUTE ADVICE AS TO THE STRUCTURING OR DOCUMENTATION OF A RECOVERY LOCK CREDIT DERVATIVE TRANSACTION.


ISDA has not undertaken to review all applicable laws and regulations of any jurisdiction in which the Credit Derivatives Definitions or this form may be used.  Therefore, parties are advised to consider the application of any relevant jurisdiction’s regulatory, tax, accounting, exchange or other requirements that may exist in connection with the entering into and documenting of a privately negotiated recovery lock credit derivative transaction.


�	Include if applicable.  If the parties have not yet executed, but intend to execute, an ISDA Master Agreement, include, instead of this paragraph, the following:  “This Confirmation evidences a complete and binding agreement between you and us as to the terms of the Transaction to which this Confirmation relates.  In addition, you and we agree to use all reasonable efforts promptly to negotiate, execute and deliver an agreement in the form of an ISDA Master Agreement, with such modifications as you and we will in good faith agree.  Upon the execution by you and us of such an agreement, this Confirmation will supplement, form part of, and be subject to that agreement.  All provisions contained in or incorporated by reference in that agreement upon its execution will govern this Confirmation except as expressly modified below.  Until we execute and deliver that agreement, the Confirmation, together with all other documents referring to an ISDA Master Agreement (each a “Confirmation”) confirming transactions (each a “Transaction”) entered into between us (notwithstanding anything to the contrary in a Confirmation), shall supplement, form a part of, and be subject to, an agreement in the form of the 1992 ISDA Master Agreement (Multicurrency – Cross Border) if any Confirmation dated prior to the date of this Confirmation refers to that ISDA Master Agreement and otherwise the 2002 ISDA Master Agreement as if we had executed an agreement in such form (but without any Schedule except for the election of [English law][the laws of the State of New York] as the governing law and [specify currency] as the Termination Currency) on the Trade Date of the first such Transaction between us.  In the event of any inconsistency between the provisions of that agreement and this Confirmation, this Confirmation will prevail for purposes of this Transaction.”


� 	Typically the Reference Price will be less than 100%.


� 	If Restructuring Maturity Limitation or Modified Restructuring Limitation apply, then this modification to 2.32(a) and 2.33(a) should also apply.
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