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TdF launched its restructuring offer for the FUEGO27

On Friday, the province of Tierra del Fuego announced an exchange offer for its 2027 global
bond, which includes several changes in the bond’s structure. As expected, the province
claims the decision comes on the back of the BCRA regulation issued in 1H23, which granted the
provinces the right to purchase USD from the CenBank to convert only 40% of their maturities,
forcing them to either purchase the remaining USD in the financial markets, at nearly double the
FX rate or to restructure. It seems TdF has chosen to walk the second path, even if officials suggest
the administration has enough liquidity to pay its maturities, being the access to the USD the issue.

The proposed changes to the FUEG0O2027 are extensive, including significant changes to
the bond’s structure and modifications related to the Trigger and Default events definition.
The offer solicits the amendment of nearly fourteen items of the bond’s structure, which include:
(i) Postponing the maturity date from 17th April 2027 to 21st January 2030, (i) Modifying interest
payment dates, from the 17th of January, April, July and October to the 21st of these months, (jii)
halting amortization payments until April 2025, and restructuring the schedule, now proposing to
pay 4% of the remaining principal every quarter from Apr-2025 to Apr-2026 (not including the
latter), 5% per quarter from Apr-26 to Apr-2028 (not including the latter) and 5.5% per quarter
from Apr-28 to the maturity date. (iv) Allowing for the coupon in the notes to step up by 1% to
9.950%, given that at any calculation date (the last business day of the Collection Period), the
Royalties Coverage Amount is less than 1.35x but more than 1.05x, with the step-up applying to
the interest period immediately following this date. This clause also includes the possibility of
resetting the interest rate back to 8.950%, if, after the step-up, at any future calculation date, the
Royalties Coverage Amount exceeds 1.35x. Once more, this applies to the period immediately
following said calculation date. (v) This step up also comes in conjunction with a relaxation of the
Trigger Event Definition, which would see the Royalties Coverage Amount causing a trigger event
going from 1.35x to 1.05x. So, the province needs a tighter Royalties Coverage Amount to spark
a Trigger Event, but also must pay additional interest if the 1.35x level is breached. (vi) Modifying
the Default events so that no Default can be triggered if the Royalties Coverage Amount is more
than 1.05x. (vii) Altering the Indenture so that the requirement for the Reserve Adequacy Ratio to
be at all times no less than the Minimum Reserve Adequacy Ratio only applies from January 1,
2025, until the maturity date. (viii) A modification to the information clauses so that the requirement
by the Province to deliver a Reserves Certificate is to do so 90 days after the end of each fiscal
year. (ix) Waiving any Event of Default, Potential Event of Default or Trigger Event in existence.

To sweeten the deal, the province has offered a consent fee, which will be subject to the
date on which the bondholders subscribe to the offer. Given the major changes proposed to
the bond structure and that the exchange must reach at least 75% acceptance to effectively
implement the changes, the province is offering some additional cash to investors who consent.
The exchange offer drawn up by TdF will be valid up until 27th Nov, expiring at 5 pm, NY time. In
addition, the province defines an extra date, called the Early Consent Time, which is 9th Nov, 5
pm NY time. For any holders that deliver their consent before the Early Consent Time, then they
will be eligible to receive an Early Consent Consideration, while those who do so after said date,
but before 27th Nov, can receive the Late Consent Consideration. The province has offered a fixed
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As we discussed at
length in our recent
piece (for more info, click
here), we find the
structure of the bond
puts most of the
bargaining power on the
creditors' side, which
means that the province
should not be able to
force a restructuring,
with the key being how
the creditors perceive
the deal.

lump sum of USD6mn as a consent Consideration, which will be split between the Early and Late
Consent Considerations mentioned above. The advantage for those who consent before 9th Nov is
that they will receive double the cash per 1000USD face value of their notes than the ones that
subscribe after said date to the offer. If all holders decide to exchange the bond early then each will
receive 30USD per 1000USD of original face value consented (61.22USD per 1000USD face value
outstanding). If just 76% consent and all of them do so early, each will receive 39.47USD per
1000USD original face value (80.56USD per 1000USD outstanding face value). If the split is 70%
Early consent and 5% Late Consent, then all the holders who consented early will receive 41.38USD
per 1000USD original face value, while those who consented late would receive 20.69USD per
1000USD original face value.

As we discussed at length in our recent piece (for more info, click here), we find the structure
of the bond puts most of the bargaining power on the creditors' side, which means that the
province should not be able to force a restructuring, with the key being how the creditors
perceive the deal. We find that, with the current structure of the bond, even if the BCRA does stop
selling USD to the province, the local trust should start transferring USD to the international leg via
BCS purchasing, which means bondholders will continue to receive their payments, even if this
means a significant amount of fiscal pain for the province, giving it significant incentives to regain
access to the MULC as soon as possible. In addition, Oil prices currently are such that a sub-
collateralization of the trust does not seem likely in the short run. Furthermore, the international trust
has enough funding to stay current until April-2024, which means the bondholders could also wait
until the next administration is in office to see how the situation with the BCRA develops. Finally, any
extension in maturity dates will only result in a depreciation of the collateral, as the used oil wells will
continue to age, yielding fewer royalties to fund the trust. With this in mind, it is difficult to envisage
a restructuring without very favorable conditions for the bondholders, as the province does not seem
to have as valid a reason as Chubut and Neuquén did back during COVID to restructure, as the
possibility of a breach of covenant or a non-payment event are not in sight. In this context, we do not
envisage the province having many instruments to power a renegotiation through on its own. Most
of the bargaining power is on the creditors' side. This means the province must get the creditors on
board, an issue that it is trying to address with this offer, where both the step-up clause and the cash
as a consent fee point in that direction..
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Important Disclaimer

The document, and the information, opinions, estimates and recommendations expressed herein, have been prepared by TPCG
Valores SAU to provide its customers with general information regarding the date of issue of the report and are subject to
changes without prior notice. TPCG Valores SAU is not liable for giving notice of such changes or for updating the contents
hereof. The document and its contents do not constitute an offer, invitation or solicitation to purchase or subscribe to any
securities or other instruments, or to undertake or divest investments. Neither shall the document nor its contents form the basis
of any contract, commitment or decision of any kind.

Investors who have access to the document should be aware that the securities, instruments or investments to which it refers
may not be appropriate for them due to their specific investment goals, financial positions or risk profiles, as these have not
been taken into account to prepare the report. Therefore, investors should make their own investment decisions considering the
said circumstances and obtain such specialized advice as may be necessary.

The contents of the document are based upon information available to the public that has been obtained from sources
considered to be reliable. However, such information has not been independently verified by TPCG Valores SAU, and therefore
no warranty, either express or implicit, is given regarding its accuracy, integrity or correctness. TPCG Valores SAU. accepts no
liability of any type for any direct or indirect losses arising from the use of the document or its contents. Investors should note
that the past performance of securities or instruments or the historical results of investments do not guarantee future
performance. The market prices of securities or instruments or the results of investments could fluctuate against the interests of
investors. Investors should be aware that they could even face a loss of their investment.

Transactions in futures, options and securities or high-yield securities can involve high risks and are not appropriate for every
investor. Indeed, in the case of some investments, the potential losses may exceed the amount of initial investment and, in such
circumstances; investors may be required to pay more money to support those losses. Thus, before undertaking any transaction
with these instruments, investors should be aware of their operation, as well as the rights, liabilities and risks implied by the
same and the underlying stocks. Investors should also be aware that secondary markets for the said instruments may be limited
or even not exist.

TPCG Valores SAU. and/or any of its affiliates, as well as their respective directors, executives and employees, may have a
position in any of the securities or instruments referred to, directly or indirectly, in the document, or in any other related thereto;
they may trade for their own account or for third-party account in those securities, provide consulting or other services to the
issuer of the aforementioned securities or instruments or to companies related thereto or to their shareholders, executives or
employees, or may have interests or perform transactions in those securities or instruments or related investments before or
after the publication of the report, to the extent permitted by the applicable law.

TPCG Valores SAU or any of its affiliates’ salespeople, traders and other professionals may provide oral or written market
Commentary or trading strategies to its clients that reflect opinions that are contrary to the opinions expressed herein.
Furthermore, TPCG Valores SAU, or any of its affiliates’ proprietary trading and investing businesses, may make investment
decisions that are inconsistent with the recommendations expressed herein.

No part of the document may be (i) copied, photocopied or duplicated by any other form or means (i) redistributed or (jii) quoted
without the prior written consent of TPCG Valores SAU. No part of the report may be copied, conveyed, distributed or furnished
to any person or entity in any country (or persons or entities in the same) in which its distribution is prohibited by law. Failure to
comply with these restrictions may breach the laws of the relevant jurisdiction.

For U.S. persons only:

This report is a product of TPCG, which is the employer of the research analyst(s) who has prepared the informative report. The
research analyst(s) preparing this report is/are resident(s) outside the United States (U.S.) and is/are not associated person(s) of
any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to supervision by a U.S. broker-dealer and is/are
not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with U.S. rules or
regulations.

This report is intended for distribution by TPCG only to U.S. Institutional Investors and Major U.S. Institutional Investors, as
defined by Rule 15a-6(b)(4) of the U.S. Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof by the
U.S. Securities and Exchange Commission (SEC), in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a a US
Institutional Investors nor a Major U.S. Institutional Investor, as specified above, then he should not act upon this report and
return it to the sender. Further, this report may not be copied, duplicated and/or transmitted to any U.S. person, which is not a
U.S. Institutional Investor, nor a Major U.S. Institutional Investor.

In order to comply with the US regulations, our transactions with US Institutional Investors and Major US Institutional Investors
are effected through the US-registered broker-dealer Marco Polo Securities Inc. (“Marco Polo”). Transactions in securities
discussed in this report should be effected through Marco Polo or another U.S. registered broker dealer.
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