
Counterparty Letter

[Letterhead of Sender]

Dear [

],

2002 Master Agreement Protocol sponsored by the International Swaps and Derivatives Association, Inc. 

I am writing to inform you that [sending firm's name] has adhered to ISDA's 2002 Master Agreement Protocol (the "Protocol").  We hope that, as a potential counterparty to a 2002 Master Agreement with us, you will do the same.  The substantial time and cost savings offered by the Protocol and the widespread consultation involved in preparing the Protocol were two of the primary reasons we adhered to the Protocol.

Protocol Objective

The objective of the Protocol is to offer market participants an efficient way of addressing various issues that arise when certain documents published by ISDA before 2002 are used with a 2002 Master Agreement.  These issues arise because documents published before 2002 were not drafted with the 2002 Master Agreement in mind.  They therefore contain references to the 1992 Master Agreement and references to certain terms and concepts contained in the 1992 Master Agreement that are not contained in the 2002 Master Agreement (such as Market Quotation and Loss).  The Protocol aims to provide simple solutions to any technical difficulties that might arise as a result.

How The Protocol Works

Market participants who adhere to the Protocol ("Adhering Parties"), whether or not they have yet entered into a 2002 Master Agreement, agree that if and when certain ISDA definitions booklets and credit support documents are used with a 2002 Master Agreement (whether already entered into or entered into in the future), certain standardised amendments to those documents will be deemed to be made.  

The possible amendments are contained in the Protocol's eighteen Annexes, each one of which concerns a different ISDA publication.  Market participants sign up to the Protocol by delivering an Adherence Letter to ISDA specifying which of the Annexes it wishes to apply.  To the extent that the selections of any two Adhering Parties match, the selected Annexes will apply with respect to any 2002 Master Agreement between them (whether then or in the future).  The deadline for submitting an Adherence Letter is 1st June, 2004.

We would like to stress that signing up to the Protocol only affects selected pre-2002 ISDA documents when used with the 2002 Master Agreement.  It does not affect those documents when used with an agreement other than the 2002 Master Agreement, whether now or in the future.  

Protocol Advantages
Although the effect of the Protocol as between ourselves is the same as it would be were we to enter into a separate bilateral agreement with you, the multilateral nature of the Protocol offers significant time and cost savings, since it enables both of us, at once, to agree terms with all other Adhering Parties.

The Protocol also benefits from being the result of widespread industry consultation and from being backed up by legal opinions displayed on the ISDA web site (www.isda.org). 

Further Information

If you need more information about the Protocol, I encourage you to visit the 2002 Master Agreement Protocol section of the ISDA web site, where you will also see the names of other Adhering Parties.  [I attach the following additional information about the Protocol: the text of the Protocol / a specimen Adherence Letter / an overview of some Frequently Asked Questions, giving you a more detailed explanation of the Protocol].  I [also] attach a copy of [sending firm's name] Adherence Letter.

Please feel free to call me if you have any questions about the Protocol.

Yours sincerely,


[Signatory's Name]


