TREATY
ESTABLISHING THE EUROPEAN STABILITY MECHANISM (ESM)
BETWEEN THE KINGDOM OF BELGIUM, THE FEDERAL REPUBIO OF GERMANY,
THE REPUBLIC OF ESTONIA, IRELAND, THE HELLENIC REMFBLIC,
THE KINGDOM OF SPAIN, THE FRENCH REPUBLIC,
THE ITALIAN REPUBLIC, THE REPUBLIC OF CYPRUS,
THE GRAND DUCHY OF LUXEMBOURG, MALTA,
THE KINGDOM OF THE NETHERLANDS, THE REPUBLIC OF AURRIA,

THE PORTUGUESE REPUBLIC, THE REPUBLIC OF SLOVENIA,

THE SLOVAK REPUBLIC, THE REPUBLIC OF FINLAND
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THE CONTRACTINGPARTIES, the Kingdom of Belgium, the Federal Repubf Germany,

the Republic of Estonia, Ireland, the Hellenic Rammy the Kingdom of Spain, the French
Republic, the Italian Republic, the Republic of @yg the Grand Duchy of Luxembourg, Malta,
the Kingdom of the Netherlands, the Republic of tAasthe Portuguese Republic, the Republic of
Slovenia, the Slovak Republic and the Republiciofafd (the "euro area Member States" or
"ESM Members");

COMMITTED TO ensuring the financial stability of the euro area;

RECALLING the Conclusions of the European Council adopte@soNlarch 2011 on the
establishment of a European stability mechanism,;
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WHEREAS:

(1) The European Council agreed on 17 December @010e need for euro area Member States
to establish a permanent stability mechanism. Ebi®pean Stability Mechanism will
assume the tasks currently fulfilled by the EuropEeancial Stability Facility ("EFSF") and
the European Financial Stabilisation Mechanism §HF) in providing, where needed,
financial assistance to euro area Member States Afhe 2013.

(2) On 25 March 2011, the European Council adoptecision 2011/199/EU amending
Article 136 of the Treaty on the Functioning of theropean Union with regard to a stability
mechanism for Member States whose currency istth# adding the following paragraph to
Article 136: "The Member States whose currenchésduro may establish a stability
mechanism to be activated if indispensable to safefthe stability of the euro area as a
whole. The granting of any required financial assise under the mechanism will be made
subject to strict conditionality”.

(3) Strict observance of the European Union frantewthie integrated macro-economic
surveillance, in particular the Stability and GrbviRact, the macroeconomic imbalances
framework and the economic governance rules oEtlrepean Union, should remain the first

line of defence against confidence crises affedtiegstability of the euro area as a whole.

1 0JL91,6.4.2011, p. 1.
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(4)

(5)

(6)

(7)

If indispensable to safeguard the financiab#ity of the euro area as a whole, access to ESM
financial assistance will be provided on the basistrict economic policy conditionality

under a macro-economic adjustment programme aigb@us analysis of public-debt
sustainability. The initial maximum lending volurokthe ESM, after the complete run down
of the EFSF, is set at EUR 500 000 million.

All euro area Member States will become ESM Merms. As a consequence of joining the
euro area, a Member State of the European Unionldg@come an ESM Member with full

rights and obligations, in line with those of then@racting Parties.

The ESM will cooperate very closely with theemational Monetary Fund ("IMF") in
providing financial assistance. In all circumstascgctive participation of the IMF will be
sought, both at technical and financial level. Acearea Member State requesting financial

assistance from the ESM is expected to addressiksrequest to the IMF.

Member States of the European Union whose oayres not the euro ("non euro area
Member States") participating on an ad hoc basisgaide the ESM in a financial assistance
operation for euro area Member States will be ewib participate, as observers, in the ESM
meetings when this financial assistance and itsitovamg will be discussed. They will have

access to all information in a timely manner angbtoperly consulted.
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(8)

9)

(10)

On 20 June 2011, the representatives of theefaovents of the Member States of
the European Union authorised the Contracting €adf this Treaty to request the
European Commission and the European Central B&®&H") to perform the tasks provided

for in this Treaty.

In its statement of 28 November 2010, the Earoup stated that standardised and identical
Collective Action Clauses ("CACs") will be includad such a way as to preserve market
liquidity, in the terms and conditions of all newre area government bonds starting in

July 2013. Moreover, the term sheet on the ESMnaersed by the European Council

on 25 March 2011, stated that the detailed legahgements for including CACs in euro area

government securities will be finalised by the eh@011.

Like the IMF, the ESM will provide financiassistance to an ESM Member when its regular
access to market financing is impaired. Reflectimg, Heads of State or Government have
stated that the ESM will enjoy preferred credit@atss in a similar fashion to IMF, while
accepting preferred creditor status of the IMF dierESM. This status shall be effective as
of 1 July 2013. In the unlikely event of ESM fin@alassistance following a European
financial assistance programme existing at the ofrtbe signature of this Treaty, ESM will
enjoy the same seniority as all other loans andjatibns of the beneficiary ESM Member,

with the exception of the IMF loans.

T/ESM/en 5



(11) The euro area Member States will support edent creditor status of the ESM and that of
other Member States of the European Union lendilageloally alongside the ESM.

(12) Disputes concerning the interpretation andiegjoon of this Treaty arising between the
Contracting Parties or between the Contractingé%aand the ESM should be submitted to
the jurisdiction of the Court of Justice of the &oean Union, in accordance with Article 273

of the Treaty on the Functioning of the Europeambt" TFEU").
(13) Post-programme surveillance will be carrietdlputhe European Commission and by
the Council of the European Union within the franoeivaid down in Articles 121

and 136 TFEU,

HAVE AGREEDAS FOLLOWS:
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CHAPTER 1

MEMBERSHIP AND PURPOSE

ARTICLE 1

Establishment and members

1. By this Treaty, the Contracting Parties estabdisong themselves an international financial
institution, to be named the "European StabilitychiEnism" ("ESM").

2.  The Contracting Parties are ESM Members.

ARTICLE 2

New members

1. Membership in the ESM shall be open to the othember States of the European Union as

from the entry into force of the decision of theuGoil of the European Union taken in accordance

with Article 140(2) TFEU to abrogate their derogatirom adopting the euro.

T/ESM/en 7



2. New ESM Members shall be admitted on the samestand conditions as existing

ESM Members, in accordance with Article 39.

3. A new member acceding to the ESM after its distainent shall receive shares in the ESM in
exchange for its capital contribution, calculateéccordance with the contribution key provided
for in Article 11.

ARTICLE 3

Purpose

The purpose of the ESM shall be to mobilise funding provide financial assistance, under strict
economic policy conditionality, to the benefit c5 Members which are experiencing or are
threatened by severe financing problems, if indispéle to safeguard the financial stability of the
euro area as a whole. For this purpose, the ESNshantitled to raise funds by issuing financial
instruments or by entering into financial or otagreements or arrangements with ESM Members,

financial institutions or other third parties.
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CHAPTER 2

GOVERNANCE

ARTICLE 4

Structure and voting rules

1. The ESM shall have a Board of Governors andardBof Directors, as well as a

Managing Director and other dedicated staff as beagonsidered necessary.

2.  The decisions of the Board of Governors andib&rd of Directors shall be taken by mutual
agreement, qualified majority or simple majorityspecified in this Treaty. In respect of all
decisions, a quorum of 2/3 of the members withngptights representing at least 2/3 of the voting

rights must be present.
3.  The adoption of a decision by mutual agreemequiires the unanimity of the members
participating in the vote. Abstentions do not prevhe adoption of a decision by

mutual agreement.

4.  The adoption of a decision by qualified majorgguires 80 % of the votes cast.

T/ESM/en 9



5.  The adoption of a decision by simple majorityuiees a majority of the votes cast.

6. The voting rights of each ESM Member, as exertlisy its appointee or by the latter's
representative on the Board of Governors or Bo&irectors, shall be equal to the number of

shares allocated to it in the authorised capitadksbf the ESM as set out in Annex |l.

7. If any ESM Member fails to pay any part of timecaunt due in respect of its obligations in
relation to paid-in shares or calls of capital un@idicles 8, 9 and 10, or in relation to the
reimbursement of the financial assistance unddclari4 or 15, such ESM Member shall be
unable, for so long as such failure continuesxery@se any of its voting rights. The voting

thresholds shall be recalculated accordingly.

ARTICLE 5

Board of Governors

1. Each ESM Member shall appoint a Governor analtannate Governor. Such appointments

are revocable at any time. The Governor shall imember of the government of that ESM Member

who has responsibility for finance. The alternatev&nor shall have full power to act on behalf of

the Governor when the latter is not present.
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2.  The Board of Governors shall decide either tatmered by the President of the Euro Group,
as referred to in Protocol (No 14) on the Euro @ranonexed to the Treaty on the European Union
and to the TFEU or to elect a Chairperson and a-@hbairperson from among its members for a
term of two years. The Chairperson and the Vicew@heson may be re-elected. A new election
shall be organised without delay if the incumbemtanger holds the function needed for being

designated Governor.

3.  The Member of the European Commission in chafgeonomic and monetary affairs and

the President of the ECB, as well as the Presiofethie Euro Group (if he or she is not the
Chairperson or a Governor) may participate in tleetings of the Board of Governors as observers.
4. Representatives of non-euro area Member Statéisipating on amd hoc basis alongside

the ESM in a financial assistance operation fonr@ @area Member State shall also be invited to
participate, as observers, in the meetings of her@of Governors when this financial assistance

and its monitoring will be discussed.

5.  Other persons, including representatives oftutgins or organisations, such as the IMF, may

be invited by the Board of Governors to attend imgstas observers on ad hoc basis.

6. The Board of Governors shall take the followitegisions by mutual agreement:

(a) toissue new shares on terms other than airpaccordance with Article 8(2);
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(b)

(€)

(d)

(e)

(f)

(9)

(h)

to make the capital calls, in accordance witticke 9(1);

to change the authorised capital stock andtatdapmaximum lending volume of the ESM, in

accordance with Article 10(1);

to take into account a possible update of theflar the subscription of the ECB capital, in
accordance with Article 11(3), and the changesstanlde to Annex | in accordance with
Article 11(6);

to grant financial assistance by the ESM, idicig the economic policy conditionality as
stated in the memorandum of understanding reféar@d Article 13(3), and to establish the
financial terms and conditions, and the choicenefruments, in accordance with Articles 12
to 15;

to give a mandate to the European Commissiaregmwtiate, in liaison with the ECB, the
economic policy conditionality attached to eaclafioial assistance, in accordance with

Article 13(3);

to change the pricing structure and pricinggyolor financial assistance, in accordance with
Article 14(4);

to change the list of financial assistancerumsents that may be used by the ESM, in

accordance with Article 16;
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(i)

()

(k)

()

(@)

(b)

to establish the modalities of the transfeE®&ISF support to the ESM, in accordance with
Article 35;

to approve the application for membership & BESM by new members, referred to in
Article 39;

to make adaptations to this Treaty as a drensequence of the accession of new members,
including changes to be made to the distributiooagfital among ESM Members and the
calculation of such a distribution as a direct emusence of the accession of a new member to
the ESM, in accordance with Article 39; and

to delegate to the Board of Directors the tdgked in this Article.

The Board of Governors shall take the followttegisions by qualified majority:

to set out the detailed technical terms of sgiom of a new member to the ESM, in

accordance with Article 39;
whether to be chaired by the President of tine Esroup or to elect, by qualified majority, the

Chairperson and Vice-Chairperson of the Board ofgaaors, in accordance with

paragraph 2;
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(©)

(d)

(€)

(f)

(¢))

(h)

to set out by-laws of the ESM and the ruleprotcedure applicable to the Board of Governors
and Board of Directors (including the right to dditth committees and subsidiary bodies), in

accordance with paragraph 9;

to determine the list of activities incompagiblith the duties of a Director or an alternate

Director, in accordance with Article 6(8);

to appoint and to end the term of office of kik@naging Director, in accordance with
Article 7;

to establish other funds, in accordance withicde 20;

on the actions to be taken for recovering & &telm an ESM Member, in accordance with
Article 21(2) and (3);

to approve the annual accounts of the ESM¢aoance with Article 23(1);

to appoint the members of the Internal AuditBgard, in accordance with Article 24;
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() to approve the external auditors, in accordamitk Article 25;
(k) to waive the immunity of the Chairperson of Beard of Governors, a Governor, alternate
Governor, Director, alternate Director or the Mangd irector, in accordance with

Article 30(2);

(D  to determine the taxation regime applicabl¢him ESM staff, in accordance with
Article 31(5);

(m) on adispute, in accordance with Article 32&t)d

(n) any other necessary decision not explicitiypded for by this Treaty.

8. The Chairperson shall convene and preside breemeetings of the Board of Governors.
The Vice-Chairperson shall preside over these mgetivhen the Chairperson is unable

to participate.

9. The Board of Governors shall adopt their ruliegrocedure and the by-laws of the ESM.
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ARTICLE 6

Board of Directors

1. Each Governor shall appoint one Director andaiteznate Director from among people of
high competence in economic and financial mat®ush appointments shall be revocable at any
time. The alternate Directors shall have full poteeact on behalf of the Director when the latser i

not present.

2.  The Member of the European Commission in chafggonomic and monetary affairs and

the President of the ECB may appoint one obseia@t.e

3. Representatives of non-euro area Member Statéisipating on arad hoc basis alongside
the ESM in a financial assistance operation four@ @area Member State shall also be invited to
participate, as observers, in the meetings of ther@of Directors when this financial assistance

and its monitoring will be discussed.

4.  Other persons, including representatives oftutgins or organisations, may be invited by the

Board of Governors to attend meetings as obseorees ad hoc basis.
5.  The Board of Directors shall take decisions bagldied majority, unless otherwise stated in

this Treaty. Decisions to be taken on the basmowfers delegated by the Board of Governors shall
be adopted in accordance with the relevant votingsrset in Article 5(6) and (7).
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6.  Without prejudice to the powers of the Boardsaivernors as set out in Article 5, the Board
of Directors shall ensure that the ESM is run iocadance with this Treaty and the by-laws of the
ESM adopted by the Board of Governors. It shaktd&cisions as provided for in this Treaty or

which are delegated to it by the Board of Governors

7.  Anyvacancy in the Board of Directors shall tmeniediately filled in accordance with

paragraph 1.

8. The Board of Governors shall lay down what aiiéis are incompatible with the duties of a
Director or an alternate Director, the by-lawshe ESM and rules of procedure of the Board

of Directors.
ARTICLE 7
Managing Director
1. The Managing Director shall be appointed byBbard of Governors from among candidates
having the nationality of an ESM Member, relevartéinational experience and a high level of

competence in economic and financial matters. Whading office, the Managing Director may

not be a Governor or Director or an alternate thfazi
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2.  The term of office of the Managing Director $hwd five years. He or she may be
re-appointed once. The Managing Director shall, éwav, cease to hold office when the Board of
Governors so decides.

3. The Managing Director shall chair the meetingghe Board of Directors and shall participate

in the meetings of the Board of Governors.
4.  The Managing Director shall be chief of the fsthtthe ESM. He or she shall be responsible
for organising, appointing and dismissing stafhatordance with staff rules to be adopted by the

Board of Directors.

5.  The Managing Director shall be the legal repnestere of the ESM and shall conduct, under

the direction of the Board of Directors, the cutreasiness of the ESM.
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CHAPTER 3

CAPITAL

ARTICLE 8

Authorised capital stock

1. The authorised capital stock shall be EUR 70D r@dlion. It shall be divided into seven
million shares, having a nominal value of EUR 100 @ach, which shall be available for
subscription according to the initial contributikey provided for in Article 11 and calculated in

Annex I.

2. The authorised capital stock shall be divided paid-in shares and callable shares. The
initial total aggregate nominal value of paid-irasgts shall be EUR 80 000 million. Shares of
authorised capital stock initially subscribed shalissued at par. Other shares shall be issued at

par, unless the Board of Governors decides to isra in special circumstances on other terms.

3.  Shares of authorised capital stock shall narmmbered or pledged in any manner
whatsoever and they shall not be transferable, thgrexception of transfers for the purposes of
implementing adjustments of the contribution kegvided for in Article 11 to the extent necessary

to ensure that the distribution of shares corredpdo the adjusted key.
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4. ESM Members hereby irrevocably and unconditignatdertake to provide their
contribution to the authorised capital stock, in@dance with their contribution key in Annex |.
They shall meet all capital calls on a timely basiaccordance with the terms set out in this Hreat

5.  The liability of each ESM Member shall be lindtén all circumstances, to its portion of the
authorised capital stock at its issue price. No B@dnber shall be liable, by reason of its
membership, for obligations of the ESM. The obligas of ESM Members to contribute to the
authorised capital stock in accordance with thealy are not affected if any such ESM Member

becomes eligible for, or is receiving, financiasiagance from ESM.

ARTICLE 9

Capital calls

1. The Board of Governors may call in authorisegaidh capital at any time and set an

appropriate period of time for its payment by tf&MEMembers.

2.  The Board of Directors may call in authorisegaid capital by simple majority decision to
restore the level of paid-in capital if the amoahthe latter is reduced by the absorption of lesse
below the level established in Article 8(2), as rbayamended by the Board of Governors
following the procedure provided for in Article 18nd set an appropriate period of time for its
payment by the ESM Members.
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3. The Managing Director shall call authorised udmapital in a timely manner if needed to
avoid the ESM being in default of any scheduledtber payment obligation due to ESM creditors.
The Managing Director shall inform the Board of €&itors and the Board of Governors of any such
call. When a potential shortfall in ESM funds igetted, the Managing Director shall make such
capital call(s) as soon as possible with a viewrtsuring that the ESM shall have sufficient funds
to meet payments due to creditors in full on tlleie date. ESM Members hereby irrevocably and
unconditionally undertake to pay on demand anytahpall made on them by the

Managing Director pursuant to this paragraph, sierthand to be paid within seven days of receipt.

4.  The Board of Directors shall adopt the detaiégchs and conditions which shall apply to

calls on capital pursuant to this Article.

ARTICLE 10

Changes in authorised capital stock

1. The Board of Governors shall review regularlg ahleast every five years the maximum
lending volume and the adequacy of the authoriapdal stock of the ESM. It may decide to
change the authorised capital stock and amendld&iand Annex Il accordingly. Such decision
shall enter into force after the ESM Members hastified the Depositary of the completion of
their applicable national procedures. The new shsinall be allocated to the ESM Members

according to the contribution key provided for irtidle 11 and in Annex |.

T/ESM/en 21



2.  The Board of Directors shall adopt the detalitachs and conditions which shall apply to all

or any capital changes made under paragraph 1.

3. Upon a Member State of the European Union bemgminew ESM Member, the authorised
capital stock of the ESM shall be automatically@ased by multiplying the respective amounts
then prevailing by the ratio, within the adjustechizibution key provided for in Article 11, between
the weighting of the new ESM Member and the werghtf the existing ESM Members.

ARTICLE 11
Contribution key
1. The contribution key for subscribing to ESM aurtked capital stock shall, subject to
paragraphs 2 and 3, be based on the key for spbeariby the national central banks of
ESM Members, of the ECB's capital pursuant to A¢tR9 of Protocol (No 4) on the Statute of the
European System of Central Banks and of the Euro@eatral Bank (the "ESCB Statute™)

annexed to the Treaty on European Union and td BieJ.

2. The contribution key for the subscription of 88M authorised capital stock is specified in

Annex I.
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3.  The contribution key for the subscription of 888M authorised capital stock shall be

adjusted when:

a) a Member State of the European Union becomesve&sM Member and the ESM's

authorised capital stock automatically increasespecified in Article 10(3); or

b) the twelve year temporary correction applicablan ESM Member established in accordance
with Article 37 ends.

4.  The Board of Governors may decide to take iotmant possible updates to the key for the
subscription of the ECB's capital referred to ingggaph 1 when the contribution key is adjusted in
accordance with paragraph 3 or when there is agehemnthe authorised capital stock, as specified
in Article 10(2).

5.  When the contribution key for the subscriptiéthe ESM authorised capital stock is
adjusted, the ESM Members shall transfer among $bbres authorised capital stock to the extent

necessary to ensure that the distribution of aigadrcapital stock corresponds to the adjusted key.

6. Annex | shall be amended upon decision by ther@of Governors upon any adjustment

referred to in this Article.

7. The Board of Directors shall take all other meas necessary for the application of
this Article.
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CHAPTER 4

OPERATIONS

ARTICLE 12
Principles
1. Ifindispensable to safeguard the financial istgiof the euro area as a whole, the ESM may
provide financial assistance to an ESM Member,esttlip strict economic policy conditionality

under a macro-economic adjustment programme, cosunaie with the severity of the economic

and financial imbalances experienced by that ESNhbks.
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2.  An adequate and proportionate form of privaigeganvolvement shall be sought on a
case-by-case basis where financial assistancees/esl by an ESM Member, in line with IMF
practice. The nature and the extent of this involeet shall depend on the outcome of a debt
sustainability analysis and shall take due accofitite risk of contagion and potential spill-over
effects on other Member States of the EuropeanrJanal third countries. If, on the basis of this
analysis, it is concluded that a macro-economiasidjent programme can realistically restore
public debt to a sustainable path, the benefidz8i Member shall take initiatives aimed at
encouraging the main private investors to maintaéir exposure. Where it is concluded that a
macro-economic adjustment programme cannot realltirestore the public debt to a sustainable
path, the beneficiary ESM Member shall be requiceengage in active negotiations in good faith
with its non-official creditors to secure theirelit involvement in restoring debt sustainability. |
the latter case, the granting of financial asststanill be contingent on the ESM Member having a
credible plan for restoring debt sustainability aednonstrating sufficient commitment to ensure
adequate and proportionate private-sector involvenirogress in the implementation of the plan
will be monitored under the programme and will &lkeein into account in the decisions

on disbursements.
3.  Collective action clauses shall be includedlimew euro area government securities, with

maturity above one year, from July 2013, in a stadided manner which ensures that their legal

impact is identical.
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ARTICLE 13
Procedure for granting financial assistance
1. An ESM Member may address a request for finhassistance to the Chairperson of the
Board of Governors. On receipt of such a requestChairperson of the Board of Governors shall
entrust the European Commission, in liaison withECB, with the following tasks:

(a) to assess the existence of a risk to the finhst@bility of the euro area as a whole;

(b) to undertake - wherever possible, together WiehIMF - a rigorous analysis of the debt

sustainability of the ESM Member concerned;

(c) to assess the actual financing needs of the Ef¢éWber concerned and the nature of the

private sector involvement required, in accordanitk Article 12(2).

2.  Onthe basis of the assessment referred tarag@ph 1, the Board of Governors may decide

to grant, in principle, financial assistance to B&V Member concerned.
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3. If adecision pursuant to paragraph 2 is adoptedBoard of Governors shall entrust the
European Commission with the task of negotiatindpwhe ESM Member concerned — wherever
possible together with the IMF, and in liaison witle ECB — a memorandum of understanding
(the "MoU") detailing the economic policy conditality, contained in a macro-economic
adjustment programme and attached to the finaasgktance. In parallel, the Managing Director
of the ESM shall prepare a proposal for financsslistance agreement, including the financial
terms and conditions and the choice of instrumeatse adopted by the Board of Governors.

The MoU shall be fully consistent with the measwksconomic policy coordination provided for
in the TFEU, in particular with any act of Europdamion law, including any opinion, warning,
recommendation or decision addressed to the ESMideroncerned.

4.  The European Commission shall sign the MoU dralief the ESM, subject to prior
compliance with the conditions set out in paragraamd approval by the Board of Governors.

5.  The Board of Directors shall approve the finahassistance agreement detailing the
technical aspects of the financial assistance fordeded and the disbursement of the first tranche

of the assistance.

6. The ESM shall establish an appropriate warnysgesn to ensure that it receives the

repayments due by the ESM Member under financgs&sice in a timely manner.
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7.  The European Commission — wherever possibleghegavith the IMF, and in liaison with the
ECB - shall be entrusted with monitoring the coiapdie with the economic policy conditionality
attached to the financial assistance. On the loasie report of the European Commission, the
Board of Directors shall decide, by mutual agreeimamthe disbursement of the tranches of the

financial assistance subsequent to the first tranch

8. The Board of Directors shall adopt the detagattlelines which shall apply to the

disbursements of financial assistance.

ARTICLE 14

ESM stability support

1. The Board of Governors may decide to grant sfeond or medium-term stability support in

the form of a loan to an ESM Member as financialsiance, in accordance with Article 12.

2.  The technical terms and conditions of each &fell be specified in a financial assistance

agreement, to be signed by the Managing Director.
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3.  The ESM stability support pricing shall coverNE&inding costs plus an additional margin
determined by the Board of Governors. The pricingcsure is detailed in the pricing policy in
Annex Ill. The pricing policy shall be reviewed téarly by the Board of Governors.
4.  The Board of Governors may decide to chang@ticeng structure and pricing policy and
amend Annex IIl accordingly.
ARTICLE 15

Primary market support facility
1. The Board of Governors may decide, as an exarept arrange for the purchase of bonds of
an ESM Member on the primary market, in accordavide Article 12 and with the objective of

maximising the cost efficiency of the financial iatance.

2.  The technical terms and conditions under whiehttond purchase is conducted shall be

specified in the financial assistance agreemerietsigned by the Managing Director.

3.  The Board of Directors shall adopt the detagaitlelines on the modalities for implementing

the primary market support facility.
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ARTICLE 16

Review of the list of financial assistance instrumse

The Board of Governors may review the list of fioi@hassistance instruments provided for in

Articles 14 and 15 and decide to make changes to it

ARTICLE 17

Borrowing operations

1. The ESM shall be empowered to borrow on thetalmiarkets from banks, financial

institutions or other persons or institutions foe performance of its purpose.

2.  The modalities of the borrowing operations shaldetermined by the Managing Director, in

accordance with detailed guidelines to be adopyetthdd Board of Directors.

3.  The ESM shall use appropriate risk managemeis,tavhich shall be reviewed regularly by

the Board of Directors.

T/ESM/en 30



CHAPTER 5

FINANCIAL MANAGEMENT

ARTICLE 18
Investment policy

The Managing Director shall implement a prudenestment policy for the ESM, so as to ensure
its highest creditworthiness, in accordance witldglines to be adopted and reviewed regularly by
the Board of Directors. The ESM shall be entitiedise part of the return on its investment
portfolio to cover its operating and administratogests.

ARTICLE 19

Dividend policy
1. Aslong as the ESM has not provided financialstance to one of its members, the proceeds
from the investment of the ESM paid-in capital sbalreturned to the ESM Members according to

their respective shares, after deductions for dera costs, provided that the targeted effective

lending capacity is fully available.
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2.  The Board of Directors may decide, by simplearisj, to distribute a dividend to the
ESM Members if the amount of paid-in capital anel thserve fund exceeds the level required to
maintain the lending capacity of the ESM and prdedeom the investment are not required to

avoid a payment shortfall to creditors. Dividends distributedcpro rata to the shares.

3.  The Managing Director shall implement the dividgolicy for the ESM in accordance with

guidelines to be adopted by the Board of Directors.

ARTICLE 20

Reserve and other funds

1. The Board of Governors shall establish a reskenve and, where appropriate, other funds.

2. Without prejudice to Article 19, the net incogenerated by the ESM operations and the

proceeds of the financial sanctions received froenESM Members under the multilateral

surveillance procedure, the excessive deficit ptace and the macro-economic imbalances

procedure established under the TFEU shall begdéan a reserve fund.
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3.  The resources of the reserve fund shall be tadeés accordance with guidelines to be

adopted by the Board of Directors.

4.  The Board of Directors shall adopt such rulesiag be required for the establishment,

administration and use of other funds.

ARTICLE 21
Coverage of losses
1. Losses arising in the ESM operations shall zegdd:
(a) firstly, against the reserve fund,
(b) secondly, against the paid-in capital; and

(c) lastly, against an appropriate amount of the@used unpaid capital, which shall be called in

accordance with Article 9(3).
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2. If an ESM Member fails to meet the required pagtrunder a capital call made pursuant to
Article 9(2) or (3), a revised increased capitdl shall be made to all ESM Members with a view
to ensuring that the ESM receives the total amotipaid-in capital needed. The Board of
Governors shall decide an appropriate course ajratr ensuring that the ESM Member
concerned settles its debt to the ESM within agealle period of time. The Board of Governors

shall be entitled to require the payment of defauiirest on the overdue amount.

3. When an ESM Member settles its debt to the E&Meferred to in paragraph 2, the excess

capital shall be returned to the other ESM Membreexcordance with rules to be adopted by the

Board of Governors.

ARTICLE 22

Budget

The Board of Directors shall approve the ESM bucdgeiually.
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ARTICLE 23
Annual accounts
1. The Board of Governors shall approve the anacebunts of the ESM.
2.  The ESM shall publish an annual report contgin audited statement of its accounts and
shall circulate to ESM Members a quarterly sumnsaagement of its financial position and a profit
and loss statement showing the results of its djpasa
ARTICLE 24

Internal Auditing Board

1. The Internal Auditing Board (the "IAB") shallmsist of three members appointed by the

Board of Governors for their competence in audiang financial matters.

2. The members of the IAB shall be independenty®tmall not seek nor take instructions from

the ESM governing bodies, the ESM Members or ahgrgbublic or private body.
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3.  The IAB shall inspect the ESM accounts and yeh#t the operational accounts and balance
sheet are in order. It shall have full access todotument of the ESM needed for the
implementation of its tasks.
4.  The IAB shall send an annual report to the Badr@overnors in which it ascertains whether:
(@) the balance sheet and operational accounts aceordance with the books; and
(b) the balance sheet and operational accountsagivaecurate and true picture of the financial

position of the ESM in respect of its assets aalilities, the results of its operations and its

cash flow for the financial year under review.
5.  The operation of the ESM shall comply with thmgiples of sound financial and
risk management.

ARTICLE 25
External auditing

The accounts of the ESM shall be audited by indé@enexternal auditors approved by the Board

of Governors. The auditors shall have full poweexamine all books and accounts of the ESM and

obtain full information about its transactions.
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CHAPTER 6

GENERAL PROVISIONS

ARTICLE 26

Location

1. The ESM shall have its seat and principal officeuxembourg.

2. The ESM may establish a liaison office in Brisse

ARTICLE 27
Legal status, privileges and immunities
1. To enable the ESM to fulfil its purpose, thedkgfatus and the privileges and immunities set
out in this Article shall be accorded to the ESMHa territory of each ESM Member. The ESM

shall endeavour to obtain recognition of its legfatus and of its privileges and immunities in othe

territories in which it performs functions or holdssets.
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2.  The ESM shall have full legal personality; iaBthave full legal capacity to:

(@) acquire and dispose of movable and immovaldpepty;

(b) contract;

(c) Dbe aparty to legal proceedings; and

(d) enter into a headquarter agreement and/or gotst@s necessary for ensuring that its legal

status and its privileges and immunities are resgghand enforced.

3. The ESM, its property, funding and assets, wharcated and by whomsoever held, shall
enjoy immunity from every form of judicial processcept to the extent that the ESM expressly
waives its immunity for the purpose of any procegdior by the terms of any contract, including

the documentation of the funding instruments.
4.  The property, funding and assets of the ESM,siakerever located and by whomsoever
held, be immune from search, requisition, confiscatexpropriation or any other form of seizure,

taking or foreclosure by executive, judicial, adisirative or legislative action.

5.  The archives of the ESM and all documents betantp the ESM or held by it, shall
be inviolable.
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6. The premises of the ESM shall be inviolable.
7.  The official communications of the ESM shalldmorded by each ESM Member and by
each state which has recognised the legal statlthamrivileges and immunities of the ESM, the
same treatment as it accords to the official compations of an ESM Member.
8.  To the extent necessary to carry out the aigs/jirovided for in this Treaty, all property,
funding and assets of the ESM shall be free frastrictions, regulations, controls and moratoria of
any nature.
9. The ESM shall be exempted from any requirem@bttauthorised or licensed as a credit
institution, investment services provider or othethorised licensed or regulated entity under the
laws of each ESM Member

ARTICLE 28

Staff of the ESM

The Board of Directors shall lay down the condisai employment of the Managing Director and
other staff of the ESM.
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ARTICLE 29

Professional secrecy

The Members or former Members of the Board of Goves and of the Board of Directors and any
other persons who work or have worked for or inn@mtion with the ESM shall not disclose
information that is subject to professional secrddwey shall be required, even after their duties
have ceased, not to disclose information of the kimvered by the obligation of

professional secrecy.

ARTICLE 30

Immunities of persons

1. Inthe interest of the ESM, the ChairpersorhefBoard of Governors, Governors, alternate

Governors, Directors, alternate Directors, as aglthe Managing Director and other staff members

shall be immune from legal proceedings with respeeicts performed by them in their official
capacity and shall enjoy inviolability in respettloeir official papers and documents.
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2.  The Board of Governors may waive to such exdedtupon such conditions as it determines
any of the immunities conferred under this Articleespect of the Chairperson of the Board of
Governors, a Governor, an alternate Governor, adir, an alternate Director or the

Managing Director.

3. The Managing Director may waive any such immuimtrespect of any member of the staff

of the ESM other than himself or herself.

4. Each ESM Member shall promptly take the actiecessary for the purposes of giving effect

to this Article in the terms of its own law and Baform the ESM accordingly.

ARTICLE 31

Exemption from taxation

1.  Within the scope of its official activities, tBSM, its assets, income, property and its

operations and transactions authorised by thistysell be exempt from all direct taxes.

2. The ESM Members shall, wherever possible, takeappropriate measures to remit or refund
the amount of indirect taxes or sales taxes includehe price of movable or immovable property
where the ESM makes, for its official use, substdpurchases, the price of which includes taxes
of this kind.
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3.  No exemption shall be granted in respect ofs¢ae dues which amount merely to charges

for public utility services.

4.  Goods imported by the ESM and necessary foexkecise of its official activities shall be

exempt from all import duties and taxes and frohingbort prohibitions and restrictions.

5.  Staff of the ESM shall be subject to an intetaalfor the benefit of the ESM on salaries and
emoluments paid by the ESM, subject to rules tadmpted by the Board of Governors. From the
date on which this tax is applied, such salarieseanoluments shall be exempt from national

income tax.

6. No taxation of any kind shall be levied on abjigation or security issued by the ESM

including any interest or dividend thereon by whomeer held:
(@) which discriminates against such obligatiosexcurity solely because of its origin; or
(b) if the sole jurisdictional basis for such tagatis the place or currency in which it is issued,

made payable or paid, or the location of any officplace of business maintained by
the ESM.
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ARTICLE 32

Interpretation and dispute settlement

1.  Any question of interpretation or applicationtloé provisions of this Treaty and the by-laws
of the ESM arising between any ESM Member and Bkl For between ESM Members, shall be
submitted to the Board of Directors for its deaisio

2.  The Board of Governors shall decide on any despusing between an ESM Member and
the ESM, or between ESM Members, in connection thghinterpretation and application of this
Treaty, including any dispute about the compatipitf the decisions adopted by the ESM with this
Treaty. The votes of the member(s) of the Boar@mfernors of the ESM Member(s) concerned
shall be suspended when the Board of Governorsartesuch decision and the voting threshold

needed for the adoption of that decision shalldzalculated accordingly.

3. If an ESM Member contests the decision refetoed paragraph 2, the dispute shall be
submitted to the Court of Justice of the Europearoil The judgement of the Court of Justice of
the European Union shall be binding on the pamidbe procedure, which shall take the necessary
measures to comply with the judgment within a petabe decided by said Court.
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ARTICLE 33
International cooperation
The ESM shall be entitled, for the furtherancet®puurposes, to cooperate, within the terms of this
Treaty, with the IMF, any non-euro area Memberetatich provides financial assistance on an
ad hoc basis and any international organisation or eihi#ying specialised responsibilities in
related fields.

CHAPTER 7

TRANSITIONAL ARRANGEMENTS

ARTICLE 34
Relation with EFSF lending

During the transitional phase spanning the peniochfJune 2013 until the complete run-down of
the EFSF, the consolidated ESM and EFSF lendinigrsbieexceed EUR 500 000 million, without
prejudice to the regular review of the adequacthefmaximum lending volume in accordance with
Article 10. The Board of Directors shall adopt dethguidelines on the calculation of the forward

commitment capacity to ensure that the consolidizieding ceiling is not breached.
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ARTICLE 35

Transfer of EFSF supports

1. By way of derogation from Article 13, the BoafdGovernors may decide that the EFSF
commitments to provide financial assistance to 8MBMember under its agreement with that
member shall be assumed by the ESM as far as saomitments relate to undisbursed and

unfunded parts of loan facilities.

2. The ESM may, if authorised by its Board of Gowes, acquire the rights and assume the
obligations of the EFSF, in particular in respdaalbor part of its outstanding rights and

obligations under, and related to, its existinquléecilities.
3. The Board of Governors shall adopt the detaitedalities necessary to give effect to the

transfer of the obligations from the EFSF to théVE-8s referred to in paragraph 1 and any transfer

of rights and obligations as described in paragéaph
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ARTICLE 36

Payment of the initial capital

1.  Without prejudice to paragraph 2, payment oflpaishares of the amount initially
subscribed by each ESM Member shall be made inaiiveial instalments of 20 % each of the total
amount. The first instalment shall be paid by e&8iV Member within fifteen days of the date of
entry into force of this Treaty, but not earlieath2 January 2013. The remaining four instalments
shall each be payable on the first, second, thicdfaurth anniversary of the payment date of the

first instalment.
2. During the five-year period of capital paymentihstalments, ESM Members shall provide,

in a timely manner prior to the issuance date, gmpeite instruments in order to maintain a

minimum 15 % ratio between paid-in capital anddbstanding amount of ESM issuances.
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ARTICLE 37

Temporary correction of the contribution key

1. Atinception, the ESM Members shall subscrileeabthorised capital stock on the basis of
the initial contribution key as specified in Annlexthe temporary correction included in this ifitia
contribution key shall apply for a period of twelyears after the date of adoption of the euro ky th

ESM Member concerned.

2. Ifanew ESM Member's gross domestic product®Pdper capita at market prices in euro in
the year immediately preceding its accession t&®#l is less than 75 % of the European Union
average GDP per capita at market prices, themitgibution key for subscribing to ESM
authorised capital stock, determined in accordavitteArticle 10, shall benefit from a temporary

correction and equal the sum of:

a) 25 % of the percentage share in the ECB cagfiidle national central bank of that
ESM Member, determined in accordance with Artideo2the ESCB Statute; and

b) 75 % of that ESM Member's percentage shareeigtbss national income (GNI) at market

prices in euro of the euro area in the year imnteljigreceding its accession to the ESM.

T/ESM/en 47



The percentages referred to in points (a) andh@l) be rounded up or down to the nearest multiple

of 0,0001 percentage points. The statistical tesiide those published by Eurostat.

3.  The temporary correction referred to in paragraghall apply for a period of twelve years

from the date of adoption of the euro by the ESMrier concerned.
4.  As aresult of the temporary correction of tleg,khe relevant proportion of shares allocated
to an ESM Member pursuant to paragraph 2 shakakocated amongst the ESM Members not
benefiting from a temporary correction on the basitheir shareholding in the ECB, determined in
accordance with Article 29 of the ESCB Statute s&timg immediately prior to the issue of shares
to the acceding ESM Member.

ARTICLE 38

First appointments

1. Each ESM Member shall designate its Governoradtetdnate Governor within the two weeks
of the entry into force of this Treaty.

2.  The Board of Governors shall appoint the Mang@irector and each Governor shall appoint

a Director and an alternate Director within the twonths of the entry into force of this Treaty.
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CHAPTER 8

FINAL PROVISIONS

ARTICLE 39

Accession

This Treaty shall be open for accession by othembkr States of the European Union in
accordance with Article 2 upon application for memghip that any such Member State of the
European Union will file with the ESM after the gdion by the Council of the European Union of
the decision to abrogate its derogation from adgytthe euro in accordance with Article 140(2)
TFEU. The Board of Governors will approve the aggdiion for accession of the new ESM Member
and the detailed technical terms related therstayedl as the adaptations to be made to this Treaty
as a direct consequence of the accession. Follatagpproval of the application for membership
by the Board of Governors, new ESM Members willetiecupon the deposit of the instruments of

accession with the Depositary, who shall notifyesthSM Members thereof.
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ARTICLE 40

Annexes

The following Annexes to this Treaty shall condgtan integral part thereof:

1) Annex I: Contribution key of the ESM,;

2)  Annex lI: Subscriptions to the authorised cdgtack; and

3) Annex lll: Pricing policy.

ARTICLE 41

Deposit

This Treaty shall be deposited with the Generat&adat of the Council of the European Union

("the Depositary™), which shall communicate ceetificopies of this Treaty to all the signatories.
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ARTICLE 42
Ratification, approval or acceptance
1.  This Treaty shall be subject to ratificationpegval or acceptance by the signatories.
Instruments of ratification, approval or acceptasicall be deposited with the Depositary no later

than 31 December 2012.

2.  The Depositary shall notify the other signatoé each deposit and the date thereof.

ARTICLE 43

Entry into force

1.  This Treaty shall enter into force on the fdtay of the second month following the date when
instruments of ratification, approval or acceptahaee been deposited by signatories whose initial
subscriptions represent no less than 95 % of tfa¢ $abscriptions set forth in Annex Il. Where
appropriate, the list of ESM Members shall be aejisthe key in Annex | shall then be
recalculated and the total authorised capital sto&kticle 8(1) and Annex Il and the initial total

aggregated nominal value of paid-in shares in r¢2) shall be reduced accordingly.
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2.  For each signatory which thereafter depositsiggument of ratification, approval or

acceptance, this Treaty shall enter into forcenentwventieth day following the date of deposit.

3.  For each State which accedes to this Treatgdordance with Article 39, this Treaty shall

enter into force on the twentieth day following theposit of its instrument of accession.

Done at Brussels on the eleventh day of July in/da two thousand and eleven in a single
original, whose Dutch, English, Estonian, Finniskench, German, Greek, Irish, Italian, Maltese,
Portuguese, Slovak, Slovenian, Spanish and Sweéshshare equally authentic, which shall be
deposited in the archives of the Depositary whitdlldransmit a duly certified copy to each of the

Contracting Parties.
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Contribution Key of the ESM

ESM Member

Kingdom of Belgium

Federal Republic of Germany
Republic of Estonia

Ireland

Hellenic Republic

Kingdom of Spain

French Republic

Italian Republic

Republic of Cyprus

Grand Duchy of Luxembourg
Malta

Kingdom of the Netherlands
Republic of Austria
Portuguese Republic
Republic of Slovenia

Slovak Republic

Republic of Finland

Total

ESM key (%)

3,4771
27,1464
0,1860

1,5922

2,8167

11,9037
20,3859
17,9137
0,1962
0,2504
0,0731
5,7170
2,7834
2,5092
0,4276

0,8240

1,7974
100,0
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ANNEX 11

Subscriptions to the authorised capital stock

ESM Member

Kingdom of Belgium

Federal Republic of Germany
Republic of Estonia

Ireland

Hellenic Republic

Kingdom of Spain

French Republic

Italian Republic

Republic of Cyprus

Grand Duchy of Luxembourg
Malta

Kingdom of the Netherlands
Republic of Austria
Portuguese Republic
Republic of Slovenia

Slovak Republic

Republic of Finland

Total

Number of shares

243 397
1 900 248
13 020

111 454

197 169

833 259

1427013

1 253 959
13734
17 528

5117
400 190

194 838
175 644
29 932
57 680

125 818

7 000 000
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Capital subscription

(EUR)

24 339 700 000
190 024 W 0
1 302 000 000

11 145 400 000

19 716 900 000

83 325 900 000

142 701 300 000

125 395 900 000
1 373 400 000
1 752 800 000

511 700 000
40 019 000 000

19 483 800 000
17 564 400 000
2 993 200 000
5 768 000 000

12 581 800 000

700 000 000 000



ANNEX 111

Pricing policy

The ESM stability support pricing structure is fhibowing:

ESM funding cost, plus a margin consisting of:

1) A charge of 200 bps applied on the entire loan;

2) A surcharge of 100 bps for loan amounts outstanalfter 3 years.

For fixed rate loans with maturities above 3 yetire,margin will be a weighted average of the
charge of 200 bps for the first 3 years and 200gdiys 100 bps for the following years.
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