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- Cross-Border Debt Restructuring | PROfile

A Remarkable Year of
Restructuring. What Next?

Glib BONDAR
Partner, dvelum
Artem SHYRKOZHUKHOV
Serior Assaciate,
Al

t happened in 2005 in

the workd of Ukrainian

corporate finance s 3

wloction of langer scal

evnts in and around

Ukraie. In this artice, ue will share our sisw

of the key avents in 2015 in the area of or-

porate fmancr, highlight the most important

legiclative and regulatory developmients in

Finance and, based an our experience, make 3

tiewe suggestions for creditoes and debtors an
how 10 navigate through 2016,

MaNY RESTRUCTURINGS
AND LiTTLE New MonEY
Finance

Ther s ono word, which could suc-
cinctly deseribe 2015, “restructuring”. W can

and quasi-smereign entilies completed the
bizgest chunks of thelr debt restructurings
Given many overlaps amor public and pri-
vate sector creditors, the sucoess of com-
mercial debl sestructurings was largely de-
pandent on the deal betwear Ukraine and its
creeitors. i

s by dissenting bardholders enabling the
consenting bandhokders to have priosity -
s e disseters,

Though smaller in scale, the reprofil-
ing exprcises of state banks, restrcsuring of
FinknPros and City of Kyiv's Eurobonds had

peneorful signal and & genoral sense of dirse-
tiom in their dealings with local peivate sectar
dobrars.

AL the same Time, the new moey fi-
nancing and refinancing from peivate sector
creitiars sl but dried up. Only intemationsi
financial institutians, such a5 the EBRD and
TFC, provided some now loans to Ukzalnlan
borrawers, but on a smaller scale than before.
New laans were also evming (0 Ukralne as
part of the significant frnancial support from
officlal creditors, including the EL, Canada
and Japan. There were o new money issues

o ges of their own with complex
sucauring and manoeuring throagh mac-
rosennomie challenges and inflexibilities of
Ukrainian law:

— The FinlnPro desd invodved an ek
changs of sovereign guarantscd Purohonds
0 SRR AOLES And STATE derivalives as
el a5 mew rules o resalve certain txsues
follonwing such eschange.

—The City of Kyiv deal imvalved conver-
slon of munlclpal debit Into sovercign debt.
“The fact that the original borrawings were
structured theough loan participation notes
and underlying cross-border loans made

of
suppartzd by the US guarantes.

KEy Issues

There wore two distinet streams in 2015
debt restructurivgs: (1) e sovereign and
quasi-svereiin debl restruxturings and (2)
bt commerial GEbL restructunings.

1. Severeign and Quasi-sovereign Debt

The strict targets of the IMF Extended
Fund Forility required Ukraine to do the re-
structuring of It sovercign and soverelgn
suranieed debt cbligations. Together with
the soveredgn, the City of Kyiv, FinlnPro (@
special state finance whicle for Fura 2011
peoectsy, Oschadbank, Ukreximbank and Ukr-
alizmytsia, us guasi-sovereign entities, Fad ta
4o the same. By the end of the year, Ukraine,
the City of Kyfv and the two state banks
atnucturod arsand USDY 18,1 billion af their
respective debi obligations.

itwasa yoor

in terms of the seale of restructuring. The
prossures of the war, shamp in the Ukrain-
ian economy, hrywnia devaluation, shift in
giabal markets and, in some cases, a bost of
other hamegrown problems mounted. Even
more esiliont debtors ound  restructur-
Ing t be the only solution, sometimes alter
snfer restructuring options of reproflingli-
ability management exercises, refinancing or
amerdment of borrowing Lerms did ot work.
Last year was particularly charscteristic
because it was the year when the soveregn

‘ed for Ukraine in scale amd complexity. Find-
ing compromise betwoen the soverign and
its ereditors required Innovative solutions
and approaches some of which would have
been impossible without new legistation.

strueturing nd complex,

— Repeuiiling of state banks’ debt in-
cluded extending maturitios, increasing the
coupan, modilying repayment schedule snd,
in the caze of Oschadbank, an optional ex-
ehainge mechanism, usique for Ukrainian Eu-
rabond doals.

2. Commercial Pebt Restrucurings

Last year saw 3 surge in lsbility manage-
ment exercises by some of the bigst names
‘on the market, including Ferrapo, ITE, bri-
vatBank and Avargard. A netable feature of
thase deals was that mast of them did not g
dor the Familiar consensual paths of con-
sent sollclations, exchange offers or tender
affers. We saw a growing treed of resceting ta
previously untested routes an the Usainlan
market, such as the Paglish court-approved
stheme of amangement, The seheme of ar-
rangement is s particularty attractive tool ta
dual with dissenting croditars wha otharwise
may mot agree 10 the terms of the proposed
doal

“The sucvessful course of debt restructur-
ings dupends on finding right solutions from
Uhrainian law perspective, Uksainian cur-
roney canirol roguiremonts are ofien particu-
tarly challenging especially when crediters

“The new type af sewr-
el securities, the *wate derivatives”, which
are subject 1o special regulation and are
somewhat. similar to GOP-linked securities
uses i other svercign debl. restructurings.
In addition, nev Jegislative provisions were
a0t p o dissourage negative boldout strate-

torms feg, maturity
extension) in retum for a soupon increase,
partial prepayment or ather farms of imme-
diske cash-out, These options. have always
been a probilem in light of the long-sianding.
maxinum imerest rate Umitstions, which
still remain unchanged. The highest limit &

1% s anum for 3-year and Lo
or Joans in major forsim curencies
(1, US dollass, Euro). In light of huge
pressures on hryviia, the National
Batk of Uksaine (NBU} iitroduced
back in 2014 the so-called “tompo
facy” measures which are sl eflec
tive and, among other things, prohibit

s uider crasa-barder loan

s plan of recovery and work out soime
wiable solutions with their crvditors.
Rt but ot besst, despite problens,

AVELLUM
Address:

e the trust of their creditons Losing
erust will pot only maks the restructur:
! but

a8 sk Street,
Ky, 01030, Ukraine

Tel: 438044 591 3355
Fax: #3804 591 3355

g
prospocts for the company ta tap the
in the future,

agreements and payments under
individual licences for suretyships.
In 2015, the currency antrol restric-
tions. became even sricter. Starting
fram August 2015, the NBU made it
impossible to change lenders andor
borrowers under erass-barder loan
agreemonts. For same time, these 1o
strictions Blecked ary restructaring
s involhing assignments or simi-
lar mechanisms. In the wake of 2016,
the lanar restriction s mplaced
with Use mew eross-barder loan regis-
ation procedure involving addition-
al seruting from the servicing bank
and the NBU. It is alrady apparent

From creditors” perspective: First
and forensost, creditors e 1o make
sure that all the fnanee documents
are i order, Tronically, some crvdl-
e find themaelves withou 3 pack-
age of ariginal documentation, It Is
also important ta monitor cvents in
Ukraine and [n & particular business
they fnanced. Once thens i cvidence
that Ukrainlan business starts wob-
biing, experienced financial and legal
advisars should ba hired immodiatoly
&0 et hold of the situation and en-
sure prampt reactions. There s no
uarantee that some dishonost debt-
ors will pot start dissipating cash and

that will require addi-
tionaltine and offorts Ly campdy with.

Thereare aleo some unigue issoes.
for sposilic debtors. In particular, the
situation in e sreas of Donetsk and
Lubansk regivns affocied by military

ervditors with an empty shel, Thore-

W site= wewweavellum.com

vellum ts 3 feading Ukrainisn full service:
sl i ik 3 Sl Fsears 61 s,
M, and dispists resclution.
The Frm covers capital morkets, com-
petition, corparata/ivAe, dismt reso-
hution, employment, banking and nanee, energy and
infrastructue, real estate, restructuring and insalvency,
and b
Aaiclms g0l tn e the Frm of choice for its
cients with respect tn their mast significant bushess
transactions. |t team k& responsibla, commercialy-
minded, solution-orlentated and cost-effective. The frm
bings e mast aranced Wester legal technigaes
and practice, which, cousled with fist-hand knowledge,
broad indlusiry enperience. and unparaliked level of
service, will el chints achieve the best resuls in their
business endeavours. Avellum's Eveyers work sean

tore, creditors need w be preparedto lesslyln integrated teams with premier US, UK and
Ining attachment e e of muly
of assets and other gesel protection  ansactions. The firm offers I clients highly Individu-
i aked , aned i rekentiess when i

imstruments.

conllict naskes ing of com-
ranies. with their assets there espe-
clally problematic. For axample, any
Kind of enfoccement actions in these:
reas under loans, suretyships, se-
curity documents so far eemain out
of sight. Any sctions which need 1o
e undertaken by entities located in
thess areas often face begal, logistieal

and security issues.

SEVERAL POINTS TO
Bear IN MinD
Fram debiors’ perspective: Tt s of
paramount importance t ndersand
st o-operation s much beiter han
war, It is @ wry comman thinking
amang; Ukrainian borrowers. that i
i f o frionds:

b s it increases chapces of recon
ery for unsecured creditors. However,
creditors need also to be ready that
consensual restructuring may fal at
any moment and they will need o
make sure that their clalms are recog-
e in bankruptey: This wll imohe
simely erystallisation and submission
of clsims, muintaining contsct with
assat managers, actlve participation in
bonkruptcy pensredings, et

Given that there are seversl high-
prile debt.resracturings, some of
which sarted back in 2014 r 2015,
sill pending, 2016 will almost cer-
ainly contine o be the year of -
sirueturings. Hopelully, these deals

and it szems 1o be an all-or-nothi
am. Howenwr, whon 3 businoss fac-
o5 prospeet of insolvency, nterests
of roasnable bormors and londers
shoald align. They need o ke ol
measures in good Bith to ensure that
business restores solvaney and Jond-
ers can then get their money back. L is
impartant that borroswers o not play
Iide-and-seck, bt proactively ap-
prosch Jenders about thedr peoblems
and timely respond to creditons” re-
‘quests. Bortowers should come up with
i sugggestions for  ciear and realis-

wil be this year and
the szale of restructurings will likely
siart going down. At the same time,
there is 4 small room for hope that
v maney finance may come back
ater in the year. This is stll with
mmany i<, inchding mainteaance
of fraglle peace, palitical stability,
dynamics of reforms, but, at the end
o the day, both creditors and deblors
will need to get back to the ordinary
course business with Ukrainian com-
panies necing maney to invest and
creditors getting & return on thelr

money.

comes ta obsarving deadlines.

e’ cBents include intemational and domesii
companies, governmants| authortes, financia! institu-
tioas, imvestment funds and investment banks seeking
specissed bgal advice and transactional skills from
gl Ex1EES 11 i A PCACHCE Arks, Sl -
&nts indude Citybank, CEM, Deutsche Bank, EBRD,
Ferrestges, ING Bank, Kermel, Lafarie. MHP e Miistry
of Finance of Ukrane, Nadezda Group, Navarts,
Pravatank, Rarfeistr Bank Internations| AG, RuFeken
Bank Aval, UBS, UDF, Unicredit Group, and others,

The R employees fecetved et education
from ton Ukrainian and Western universities, The team
exnnsists 0F 27 ighly qualied attorneys, nduding
three parmars — Mykola Stetsenkn, G Bondsr, and
Dimytrs Marchubon, who are actively involued in every
transaction

el s recognised as ene of the e
firms In Ukralne ty various intemationad kagad directn-
s and Ukrainian legal editions such as Chambers &
Fariners, [FLRCKO, Lagal500, Intermational Tk Review.
Wkrablan Law Firms, and athers.

s law
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Who is Who in Ukrainian
Law By Practice
Areas/Industries
0O630p nNo npakTukamM

= OOmuit 0030p MPaKTUYECKOUN PabOTHI,
OCYLIECTBIIAEMON IOPUANIECKUMU (PUPMaMHU 110
KaXJ10M U3 IIPAKTUK

*  MuUHU-pEUTHHTH BEAYIIMX IOPUANYECKUX GUPM U
BEJIYIINX NMEPCOHATUN B MPAKTUYECKUX 00IACTSIX;

=  HToru uccienoBaHus MOATOTOBJICHEI HAIIEN
PENAKIIMOHHOW KOMaHI0M HA OCHOBE aHKETUPOBAHUS

¥ oIpoca.
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1/1 185x271 24 000
1/2 185x134 15 000
) ) ) For 1 placement 3 000
Counselink (print + web version)
For every next placement 1200
Individual profile (Partner or Lawyer) HeTtanbHee Ha cTp . 7
PR-package Ne1 [etanbHee Ha cTp. 8 27 000
PR-package Ne2 APENELED FRGTD & 19 000




Counselink — 3T0 agpecHbIi 00K Balieii KOMIIAHUN B OJHOM M3 TEMaTHYECKUX 0030poB pasaena “Who is who
in Ukrainian Law by Practice Areas/Industries”, KOTOpBIif yKa3bIBaeT Ha CIICIIUATU3AINI0 (HUPMBI B
KOHKPETHOMW 00JIACTH MPAKTHKH . AJpecHBIN OJIOK nyOnupyercs U Ha caiite Www.ukrainianlawfirms.com

ELINK

ARIINGER PRAGNUM
Euresic Susinees Centrs, Oimpiyaky Businean Canter,

75 Znyiysneks Street, Sth Ficor, 72 Vaiyka Vasykivaks Strast,
u 13t entrance, Sth floor
> #ev, 03680, Ukrsine
Fax: +380 44 280 5540 Tal: +380 (0) 44 287 28 77
Emesit: mei@erzingarua Email: infodpragnum.ue

P 2
wwwarzinger.ue Www.pragnum.ua

AVER LEX ATTORNEYS ATLAW TCHMOROUP UMRAINK
< 104 Vozavyznanoka Strest,

24 Mykoly Gaytsans Street, S Floor, Kiev, 03074 Ukreine
Kiev, 02010, J:UD?W Tal: 438 044 228 1338
Tol: $380 44 300 1151 i
n % E-mail: infodtcm.com.us

‘@ $380 44 300 1153 Waw.tCm.Com.ua
Emeil sveriercom.ua
wiwavoriex.com.ua

ZAVADETSKYIADVOCATES BUREAU
284-304 Turgenavaks Strast, 2uite 35,

Kiey, 02053, Ukraine

Tal: 438 044 338 7045

Mok.: +33 050 418 9258

E-meil: T requast®Ixadvocstes.com
waw.acocatee.com

+

Alekseev, Bovarchukov and Partners

Address:

11 Shota Rustaveli Street, 3rd Floor,
Kiev, 01001, Ukraine

Tel.: +380 44 235 8877, 537 1828
Fax: +380 44 235 8827

E-mail: office@abp.kiev.ua

Web-site: www.abp . kiev.ua

Counselink B neyaTtHon Bepcumn
KaTanora v Ha cauTe

CtoumocTb ofHOro 6rnoka
3 000 rpH

Kaxabin nocneayrowmn - no 1 200 rpH

nunun

PasmelueHne agpecHoro 6noka Bo
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(okono 20-Twn)

14 000 rpH

Agribusiness

Antitrust/Competition

Banking & Finance

Bankruptcy

Capital Markets

Corporate/ M&A

Criminal Law/ White-Collar Crime
Energy & Natural Resources
Financial Restructuring

Hospitality

Information Technologies
Intellectual Property

International Arbitration

International Trade/Trade Remedies
Labor & Employment

Litigation

Media

Medicine & Healthcare/ Pharmaceuticals
Private Clients/Wealth Management
Real Estate, Construction and Land
Retalil

Tax: Consulting and Litigation
Telecommunications

Transfer Pricing

Transport: Aviation, Maritime, Shipping.



Individual Profile — sto penakinonHblit 670K, B KOTOPOM FOPUCTHI MOIYYAIOT BO3MOKHOCTD ITyOJIMKOBATh
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obpa3soeaHue, rnpogheccuoHasibHbIU OrbkIim)

PRACTICE
AREAS:

Agriculture, Energy, Real
Estate and Construction
and refated M&A, Project
Finance, Litigation and
Arbitration

LANQGUAGES:
Ukrainian, Russian, English
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CtonmocTb pa3mewieHuns Individual Profile 10 000 rpH
OrpaHnyeHoe KONM4YeCcTBO MO KaXXaomy o63opy

Bate TOMS

EpucaTion:

Mr. Toms studied at Yale Law School (.0 editor of the Yale Law Journall Washington and Lee
University (8.A. magna cum laude) Phi Beta Kappa. and Cambridge University (Magdalens
College — Law Tripos). As an undergraduate, he also studied Soviet Studies for ay=ar at the
Institut d'Etudes Politiques de Paris.

PROFESSIONAL EXPERIENCE:

Bate C. Toms is the Managing Partner of 8.C. Toms & Co, which 23 y=ars ago was the first
Western law firm to open an office in Ukraine. He has since handled the legal work for many of the
most significant transactions in Ukraing, including the largest acquisitions in the oil and gas and
agricultural sectors. He recently acted as the sole Ukrainian legal expart for the largest arbiration
eventinvolving Ukraine, resulting in a USD 150 million award at the Permanent Court of Arbitration
at The Hague based on daims for Ukrainian law violations ccourning during a corporats raid.

Mr. Toms also handled the legal work for the first and many other large IPO’s for Ukrainian
companies, a significant portion of all loans for Ukraine and the first successful foreign
bank (EBRD) led Ukrzinian project financing, 25 well as many of Ukraine's largest real estate
acquisitions and land development and oil and gas projects. B.C. Toms & Co also handles the
legal work for 2 number of important agricultural companies. Prior to founding his firm, Mr.
Toms was 2 partner for many years in London at @ major multinational law firm

He has written numerous articles on Ukrainian law and is the principal author of the ICC book
“Doing Business with Ukraine”. In addition, he is the Ukrainian editor for the International Financial
Law Rewiew (IFLR), the journal of International Banking Law {JiBL} and the International Energy
Law Rewiew (IELR) and is the Chairman of the British Ukrainian Chamber of Commerce ("8UCC).

| Te.- 380 44 400 booo | E-MAL KNV@ECTOMENET

Agribusiness

Antitrust/Competition

Banking & Finance

Bankruptcy

Capital Markets

Corporate/ M&A

Criminal Law/ White-Collar Crime
Energy & Natural Resources
Financial Restructuring

Hospitality

Information Technologies

Intellectual Property

International Arbitration

International Trade/Trade Remedies
Labor & Employment

Litigation

Media

Medicine & Healthcare/ Pharmaceuticals
Private Clients / Wealth Management
Real Estate, Construction and Land
Retail

Tax: Consulting and Litigation
Telecommunications

Transfer Pricing

Transport: Aviation, Maritime, Shipping



Law Firm Profile — tekcroBas
nH(pOpMAaIIHs O KOMIIAHUU C TIOJTHBIMU
KOHTAaKTHBIMH TaHHBIMH ,006eM 2 000
3HAKOB ¢ npobenamu . Pazmerienre Ha caiite

www.ukrainianlawfirms.com

Individual Profile

PexaaMubiid MakeT 1/1 (185x271 mm)

Counselink (print + website) for 10 placements

5 000 rpH

10 000 rpH

24 000 rpH

13 800 rpH

CroumocTb nakera co ckuakon - 2/ 000 rpH

EpucaTion:

LLM, Kyiv Netional Economic University

PROFESSIONAL EXPERIENCE:
Corporate

and insolvency.

infwith Ukraine assets

PRACTICE
ARE

L MEA,

money transmissions, & commerce.

Helen Lynnyk is nasonally recognized as a leader in her field. Ms. Lynnyk focuses on

international transactions and business modeling. competition strategies, expansion into

new markets. Recently, she successfully represented clients who isunched new products in

banking and financial markets. She 3550 2dvises on & commerce and cross-border monsy
=

Ms. Lynnyk represents

LANGUAGES:
Ukrainian, Russian, English

RECOGNITION
1n 2014 Ms. Lynnyk was ranked among the TOP S best lawys

on M2A and b in banking and financial sactors. She is
a Legal Consuitant at the Incernational Finance Corporation (IFC, World Bank Group). In 2014
Ms. Lynnyk joined the Expert Council at the Deposit Guarantse Fund.

ers in banking & finance and
et ofL :

WIWGRYPHONIWESTOOML |

| Award 2014, 3

lawyers in banking & finance by Ukrainian Law Firms 2014. A Handbook for Foreign Clients.

In 2013 the Annual Nagional Survey Lsw Firms of Ukraine included Ms. Lynnyk in the
TOP 16 of the most promising Ukrainian lawyers of the new generation and into the TOP 36
of leading national lawyers.

TR +380 44 227 9212 | EHAL HEL NN EORIPHONNVEST COMUA

Alekseev, Boyarchukov and Partners

Address:

11 Shota Rustaveli Street, 3rd Floor,
Kiev, 01001, Ukraine

Teiy, +380 44 235 8877, 537 1828
Fax: +580 44 235 8827

E-mail: offic

@abp.kiev.ua

Web-site: www.abp.kiev.ua

TCMGROUP UKRAINE

Fio, 0201, heaina ai+28 044 228 2338
Snett et com

Fax 4200 54 300 2152 e

2850304 Trganovaha St ute 3,
Ko 52052, o

o136 044 338 7045
N 138 055 sas 5ozt
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Law Firm Profile — tekcroBas urdopmarus o

KOMITAaHUH C TTOJTHBIMA KOHTAaKTHBIMU TaHHBIMH, 5 000 rpH
o6vem 2 000 3HakoB ¢ mpobenamu . Pa3mernienne

Ha caiTe: :www.ukrainianlawfirms.com

15 000 rpH
PexamMHbIl MakeT 1/2 (185x134 mm)

Individual Profile 10 000 rpH

Counselink (print + website) for 5 placements 7800 rpH

IIpaiicoBasi croumocTh nakera - 37 800 rpu

CrouMocTh nmakera co ckuakoii - 19 000 rpu

FULL SERVICE GLOBAL LAW FIRM
10 YEARS OF SUCCESS IN UKRAINE

WANTOUCOMUS

PROFESSIONAL EXPERIENCE:

tro Golopaps is a highly skilled transnationl lawyer in area of financial dispute
resolution. He currently holds the position of partner at the Ukrainian office of TCM Group
International Ltd.. which is a unique alliance of 35 law offices and 110 agencies practising
international commercial Gispute resolusion in 145 countries. He has significant experience
of complex legal support for foreign economic and trade activities of various international
corporations. Mr Golopapa has represented such big clients as BANK OF CYPRUS, ERSTE.
2EPPELIN. ING GROUP and 3 number of other non-disclosed international holdings
anG companies. During the eariy years of his career he worked as head of projects in an
international la firm, that has been recognized as 2 leader in trade finance, corporate and
financial dispute resolution practices by various influential directories such as Chambers
Global, Chambers Europs, Martindale Hubbell, IF.R 1000, HG.org. and Legal 500.

TCM Group Offices: Argentina, Australia, Austria, Belgium, Bolivia, Brazil, Canada, Chile.
China, Colombia. Cyprus. Czech Republic. Denmark, Dominican Republic. Ecuador, Egypt.
Estonia, Finland, France, Germany, Greecs, Hungary. Iceland, India. ireland. Israsl. italy.
Japan, Nethneriands, Norway, Poland, Russian Federation, Scuth Afrca, South Korea, Sweden,
Switzarland, Ukraine, United States of America

| T 4380 44 228236 | Eae 06@TMCO
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