INTEREST RATE GUARANTEES

TECHNICAL SCHEDULE

______________

Interest Rate Guarantee transactions shall be governed by the AFB Master Agreement for Foreign Exchange and Derivatives Transactions or, as the case may be, the FBF Master Agreement Relating to Transactions in Forward Financial Instruments, the definitions that are common to several Technical Schedules and the following provisions.

Interest Guarantees may be Caps or Floors.

A Cap is a transaction where the Seller undertakes, in return for the Payment of the Premium by the Buyer, to pay the Buyer a Cash Settlement Amount on the Cash Settlement Amount Payment Date or Dates indicated in the Confirmation if the Floating Rate (TV) is higher than the Cap.

A Floor is a transaction where the Seller undertakes, in return for the Payment of the Premium by the Buyer, to pay the Buyer a Cash Settlement Amount on the Cash Settlement Amount Payment Date or Dates indicated in the Confirmation if the Floating Rate (TV) is lower than the Floor.

ARTICLE 1 – DEFINITIONS

CASH SETTLEMENT AMOUNT (D)

For any Calculation Period, the amount that the Seller must pay the Buyer. This amount shall be determined in accordance with the procedures defined in Article 2 below and in the Confirmation.

CAP (PLF) - FLOOR (PCH)

The fixed interest rate expressed as a percentage that is used to calculate the Cash Settlement Amount.

ARTICLE 2 - DETERMINATION AND PAYMENT OF THE CASH SETTLEMENT AMOUNT

2.1. Determination

The Cash Settlement Amount shall be calculated on the Floating Rate Determination Date using the formula set out in 2.1.1, in the case of a Cap, or the formula set out in 2.1.2, in the case of a Floor.

2.1.1. Cap

2.1.1.1. Settlement Amount paid in advance

B

D = MN x (TV – PLF) x






       1 + (TV x B)

2.1.1.2. Settlement Amount paid in arrears

D = MN x (TV – PLF) x B

2.1.2. Floor

2.1.2.1. Settlement Amount paid in advance
B

D = MN x (PCH – TV) x

    1 + (TV x B)

2.1.1.2. Settlement Amount paid in arrears

D = MN x (PCH – TV) x B

2.2. Payments

2.2.1. Cap

For each Calculation Period, the Seller of a Cap pays a Cash Settlement Amount if the Floating Rate is higher than the Cap.

2.2.2. Floor

For each Calculation Period, the Seller of a Floor pays a Cash Settlement Amount if the Floating Rate is lower than the Floor.

2.3. Negative Interest

If the Floating Rate is negative in the relevant Calculation period, then the Floating Rate used as the denominator in the Cash Settlement Amount calculation formula (if the Cash Settlement Amount is paid in advance) shall be replaced by the absolute value of the Cash Settlement Amount.

From:  




Party A

To:




Party B

CONFIRMATION OF AN

INTEREST RATE GUARANTEE

________________

The purpose of this letter (this “Confirmation”) is to confirm the terms of a transaction in a Currency Option (this “Transaction”) governed by the AFB Master Agreement for Foreign Exchange and Derivatives Transactions or, as the case may be, the FBF Master Agreement Relating to Transactions in Forward Financial Instruments (the “Agreement”) and the provisions of the “Interest Rate Guarantee” Technical Schedule.

In the event of inconsistencies between the stipulations of this Confirmation and the stipulations of the Agreement, the stipulations of the Confirmation shall prevail, in accordance with Article 4.3 of the Agreement
. 

	Transaction Reference:

Date of signature of the Master Agreement:


	Trade Date:

Commencement Date:

Maturity Date:



	Buyer


	

	Seller


	

	Notional Amount (MN) – Currency


	……………………………………..

	Determination and payment of Cash Settlement Amounts 


	

	Floating Rate (TV)


	With a designated maturity of ………………………………………..

(Reference rate) 


	Guaranteed Rate


	Cap (PLF)/

Floor (PCH) (1)

…………………………….% per year



	Calculation Period


	Any period of …. Months starting on the ….. or the …. of each calendar year from the Commencement Date to the Maturity Date (2)



	Floating Rate Determination Date(s)


	…… Business Day(s) before the first/last day of each Calculation Period (2)



	Cash Settlement Amount Payment Date(s)
	· ………….. Business Day(s) after each Floating Rate Determination Date 

· The last day of each Calculation Period

· ……………Business Days(s) after the end of each Calculation Period (1)(2)



	Determination of Cash Settlement Amounts

Day count fraction (B)

Interest Rate Guarantee
	………………………………………………………

Payment:

· in advance

· in arrears (1)



	Determination and payment of the Premium

Premium amount/Currency:

Premium Payment Date(s)

Payment Instructions
	………………………………………………………

…..………………………………………………….

………………………………………………………



	Determination of Business Days for: 

- Floating Rate Determination Dates 

- Payment Dates

or, failing that,

Financial Centre(s) selected for the determination of Business Days for:

- Floating Rate Determination Dates

- Payment Dates


	TARGET Settlement Day

TARGET Settlement Day

……………………………………………………(3)

……………………………………………………(3)



	Business Day Convention for:

- Floating Rate determination

- Payment determination
	………………………………………………………

………………………………………………………



	Payment Instructions:

- Payments to Party A:

- Payments to Party B:


	Account No. ……………..

with ……..

Account No. ……………..

with ……..



	Notices 

Address of Party A:


	Name

(Branch)

Address

Attention

Telex

Fax 



	Address of Party B:


	Name

(Branch)

Address

Attention

Telex

Fax 




Disclaimer

Any market transaction in forward financial instruments entails risks stemming from variations in interest rates, foreign exchange rates, equity prices or stock exchange indices.

With regard to these risks, each Party represents and warrants that it has the necessary investment knowledge and experience to assess the characteristics, advantages and risks of this transaction.

Each Party represents and warrants that it has identified its needs with regard to this transaction in light of its activity and its financial situation, and that it has undertaken its own evaluation of the financial, legal, tax, accounting and regulatory aspects of the transaction and that it is not relying on the other Party for such evaluation. 

[Party A/B] is acting as a Party to this transaction, not an adviser. It shall not be liable for the financial consequences of the other Party’s dealing in the financial instruments.

Each Party represents and warrants that it is entering into this transaction on its own behalf and not as an agent.

Any projections, comments or indications provided by one of the Parties with regard to costs, rates of return or likely price trends shall be for information purposes only and must not be construed as a valuation or guarantee. Each of the Parties acknowledges that such information may be affected by changes in the market or in certain underlying assumptions. Such information is provided for the purposes of comparison and must not take the place of the other Party’s own evaluation.

Please return this Confirmation to us with the signatures of your duly authorised representatives as soon as possible.

Name of Party A



Name of Party B

Branch:





Branch:

By:






By:

Name and title:




Name and title:

� The following preamble is to be inserted if the Parties have not signed a master agreement:           


The purpose of this document (this “Confirmation”) is to confirm the terms and conditions of the transaction between [   ] and [   ], on the Trade Date specified below (the “Transaction”).


The Parties undertake to take all necessary measures to sign the FBF Master Agreement [2001/2006] relating to transactions on forward financial instruments [of August 2001/March 2007] as soon as possible with possible good-faith amendments agreed between the Parties. Pending such signature, this transaction shall be governed by the Master Agreement referred to above (the “Master Agreement”), and the “Interest Rate Guarantee” Technical Schedule, of which both Parties are in possession of a copy, the Parties declare that, in particular, they are familiar with the “General Principles” in Article 1. Once entered into, the Confirmation shall form an integral part of the Master Agreement.


In the event of inconsistencies between the stipulations of this Confirmation and the stipulations of the Master Agreement, the stipulations of the Confirmation shall prevail, in accordance with Article 4.3 of the Master Agreement









