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3.4. Primary market bond purchase facility

The ESM may engage in primary market purchases
of bonds or other debt securities issued by ESM
Members to allow them to maintain or restore their
relationship with the dealer/investment community
and therefore reduce the risk of a failed auction.

Bond purchase operations in the primary market
could be made to complement regular loans under a
macroeconomic adjustment programme or the
drawdown of funds under a precautionary pro-
gramme. In the former case, this instrument would
be primarily used towards the end of an adjustment
programme to facilitate a country’s return to the
market.

The conditionality related to the Primary Market Bond
Purchase facility would be that of the underlying macro-
economic adjustment programme or precautionary
programme.

Primary market purchases will be conducted at mar-
ket prices. The means of implementation will depend
on the issuance approach taken by the ESM Member:

- Via a participation in auctions, at the average
weighted price of the auction. The amount pur-
chased by the ESM will, as a rule, be limited to
50% of the final issued amount. This proportion
will, however, be increased if market bids at
acceptable prices are insufficient, with a view to
ensuring that the amount sold by the beneficiary
ESM Member is equivalent to at least half of the
originally targeted amount.

- Via participation in syndicated transactions, at
the re-offer price. The amount purchased by the
ESM will, as a rule, be limited to 50% of the final
issued amount. This proportion will, however, be
increased if the order book is insufficient, with a
view to ensuring that the amount sold by the
beneficiary ESM Member is equivalent to at least
half of the originally targeted amount.

The primary market purchase would not be carried
out if the ESM’s Managing Director concluded that
the participation of private investors would be insuf-
ficient or the rate would be excessively above the
ESM funding rate. Where appropriate, the purchase
of bonds would then be replaced by a regular draw-
down of funds.

Once purchased by the ESM, securities can be:
i) resold to private investors when market conditions
have impraved; ii) held until maturity; iii) sold back to
the beneficiary ESM Member; or iv) used for repos
with commercial banks to support liquidity manage-
ment of the ESM.

3.5. Secondary market bond purchase
facility

The Secondary Market Bond Purchase facility aims
to support the sound functioning of the government
debt markets of ESM Members in exceptional cir-
cumstances where the lack of market liquidity threat-
ens financial stability, with a risk of pushing sovereign
interest rates towards unsustainable levels and cre-
ating refinancing problems for the banking system of
the ESM Member concerned. An ESM secondary
market intervention is designed to enable market-
making that would ensure some debt market liquidity
and incentivise investors to further participate in the
financing of ESM Members.

Secondary market support could be provided for
ESM Members under a macroeconomic adjustment
programme and also for non-programme Members
whose economic and financial situation is fundamen-
tally sound, as determined by respecting eligibility
criteria (sustainable public debt, respect of commit-
ments under excessive deficit procedure, the track
record of access to capital markets on reasonable
terms, a sustainable external position and the
absence of bank solvency problems that would pose
systemic threats to the stability of the euro area
banking system).

For countries under a macroeconomic adjustment
programme, the conditionality relating to that pro-
gramme applies. For ESM Members outside of a
macroeconomic adjustment programme, the
European Commission, in conjunction with the ECB,
would negotiate a MoU detailing the policy conditions
with the ESM Member concerned.

As with purchases in the primary bond market, secu-
rities purchased by the ESM on the secondary bond
markets can be either resold to private investors
upon improved market conditions, be held until matu-
rity, sold back to the beneficiary country or used for
repos with commercial banks to support the ESM’s
liquidity management.

Policies and Activities Chapter |l

33






BRSNS 16. -G =3
@P. H=# & W+ m.::B! B
@5 &8 7m0 ®
JH
D % ARAR a
a5. SEEEBRAH S e ety @
9. @R Ji: 1eF 3 - a
R 1 e %
5. =035 : #0S .k BE &R &
6.085 . @) &1 B gne?
@ CRER Y4 T
». @GR EG.: .
ComEB © OF | Wit g aingyj /il )4
0.685. WX . 16.:4
) o
| 6 5 WD TR = o
- 1 =
= s B ‘;‘
B R :
B89 E
(O 8
5 = 1§ o &-ra 8 5
s a B » 3
Ap. : CARED 2 aaBy. GE. O’ /
G &, Bl B
@@, : B A GROIRG - B
¢ y K YA
Ly 3 & ST .
[ vamd ¥ TS ¥
BEABB.1=# 4B ;B 4. .ae @
[ 2 3 = &8 2 e ¥
WG \E @8
| OF] Wit opangy Kjide p/EYB BB
F i or - &/ 9 Y B
i ] @ GERER 6.
AY.3 . -
@ o BM@i< ®
. B 05 058 a8
e Py nIP. (B
i Y B
e — ) GEBH | 1 :
) TR Vo 85 T =
o~ B 5 L g R
%% & BT+ o %o o8 O
B Yoo o B o™« " YT 6o
i 95 %o
O 9 ™ o S £ @% ) Sothn
W, %o o 9BoREG: e < o
W&m YasZp 158" ) %W“:?g
NP, % S T
oo Eihget ot












I € EF. LR

3
| | | | | | | | | | |

WOVE VE VK VK VK VKWWK W W W W {www w

=

I eprrrgereyes B

1

OB FOY Y
BPORSRE 0>
FEEIBR
JRRE (35780
+XI08. O

B YIEBQI (DAY
i
R /4.0
~EpY

b120]

T
6

&

o @

297

(D VIR
181 EB% (N TE L 8
I TRE T
8







/- $ 686

umm._:%.% | .:.m:m.@.w. @E%um::.

@ @«ﬂ B ﬁ
BD 3@ @ @ @ %

g
o







&a&+

Q il FapMny ., up i

-
-
-
3

@EREB
o

. @pel
WRE e H



N & ) #1k8%
1)&) &) 2)0/ 6 0’ +0
8" )+ $8+0
R ) N0/ $b
% 5 0/9%W )

1)"' & @65 /450 .
%+ 398

A By /D B

1) B 25400 B

$o0R' 08%) / Y4& +J0

£

$ SREHE | ) VP
ORypE)

0% HB / 50+
3@ Ok B 1)
3 )30 )78 B!
) / HDE%
&

&% 0'0 35 | [9ERp
s
&S

& SRR
)1 YO R, F) /1), 8]
%0 GHMBE
BRS @86 0 0R) /) /

gL ),"" AbfIG\
#)+) ' SV ARAY0
3)m @&O0)/ ) Wp

10 SEDED JE.
DASP) |) WpH+) ' Mo+
)
198 B0
BB B00# ) !) S+
0'R)

ROGES) B8+
& 1)) ' RB0RRL )
SRR 4 ' )
SHBRE +OR) F O}
B3P/ ¥ & B8R
%h)+)'$ + H+)'
&(0)0 09 OXERSH
& e
% 3R
e

RERY

#3110 %) &
$@! Y. S
S8 1 ) ) BO)
aBgEp 08
AD | 12988

ARIEBY

+$0% 15R . )80
R 98 8% BB +
g S OB

N &@)+0) @
A0/ £ SR ) (8 O)#
B0 )&%

b

# 1+ $8)/) b+ 1 2E)
&5 06D $ OB S8

& +0NORE ) Q) /@
) 8. 040 10
)

&), +8 $0) heBb 0%
80 03) /) %

" 10)! EDIOKE
EB@0Y) /) B B8
"$60/ B’ & /9 MR

)" R YOBYEL P

@ SHRpma

80805 B) BSHIED SO
GRED)/ Y EOB
@0)0 ) +0). )$’ﬂ) & pe

(B XA

#8860/ YBI) -+ KEOBR
? '®I98Y | §)
A+ 85 3) /) 180
& /98 WRANG+

DO N

$ AONMABERINH)+) " $
Ao

Q) +3/#).8 ) | X GE) $OK
&IO00/ YR A

)" 6D

)O)L 8% A5+
SMPDEE) /| +0).)8
VR 1Y 8 15 )
- Vg mm

8

$o & eip g

&L gm0 201589
4!% SERR)S +

*@ L0 /9amb

m&e&

B IS | | Y8
®)/BE )Y/ B(1LH
&@Rp / /3

& +PETRD

1) WS e
SO

Qo) )
GEXR0/ 186

) 14810+ £N) $6¢ &+
+ VR0 B) ) +8k

&/



BH8R) HBE

-

$+ "THB)RYL
) HEE! "8 B8
+-1R8 B8 W
EHEE B

HIB R & BT B
4 RE) BB
7% B - 8

#) +Ome §R )
B TRE 7

B G BRY HBF

%4 B G+ 1"

B B
) &7 B )EBH)
[T B R R
) REE- % )BI

PR EBIBLM
3 %Iy 90) &

#) B B -
DEB- #58S )+%
<y SHEER AR
+' @ BERAR?
S DeB e’
B- " YO8 B.)

'S )W B -
B5H IR 45
5 ER "g5&?- 4
@ 9 "9
4 By Yerk (558, W&
EWp B B
W & Y
%89

W) BR. "B -
1 "&#) $ 5& KOS
&)+ IR ¥OB) 18
B

BEEY Fi% 19

17 B
BEE 5B+ 8719
o OE ¥

SIS W W) 'R
&'5- WS &'BE

$# 3" WH'S IV
') S
o8 88 &'5- YR

5 P& 5B ViR

/"5 $1P & & ) Wik
BT, &

&135 )y #&

$+ ‘B -
wzﬂ A
B8 TIBH6 +ﬂ‘c$¥c
R # )#((m #
P8 A P8 "WR ' P&
B0 HROPE
B85

B aoom

BREE @

+$ ¥B) E5REB &8 '5
EaRaWLE. .
O R

B ) G/

D Ly, & RS B
@w W P B
Lo B S
n@m 2 'SER) - ¥
0 HOB + Rt

QAT ) 5@ W
et 3K) VB BB
STEB) S - MO ¥

\\dé / @ BRYSE B+

~;d~ SBEYTB ) + § 18

28" IS W+ 3
0- HERGF + BF B+

& BNE
K

19+ % 5H)EER " - 4SS
+&'SWY 5 W
"ERR=HE:
smw 128 24

) B

+)BERIGEY) - 18T

%) #) 78T 2 HEE

GROBT) HBH) -

7 '5) - HR "1HY) - Y
CEOTWHES

) &
B#)



DS B BE ! !
193! 1" 90 Y
B ! $0sR
16 0D BS 9%
S IHSUES 151 Bl
HHNIHE KON
SHP S IG UG $&
BB W
P IS 6 )
) §'8 @B @B
6E8$ $ g

BEHE(S T
545 WD "
VES!I0% /& B( P
8 S $ e
I 55 A /% B
VS 8 ERE
WS " 155018
68 /
086 HG/BHm) (3H
WIS S359H B
M1 &
SS9 1S (WED
L1S0(E 1SS | S
oIS <5/ g !

. LN
(@' B’ HSHESB "
IS O G GHS
FH A SEIR A KK
& SI®IS)S!9S
D 'PE A
BoBES TS 1@ 1S K
K$+ 1 EBTHOBO! |8
O 9 $ SHD! 10
% 1%! SHBSHEE (5
BSOS /S
6'%5" O KT
FRHSIH)IL B
3 BREWISH
BRI 99
$OB 4'% B
! (OIS $BI R
+HES S " (48 16 40
65! 5I(5m

R S

FURSI9 SIS 16
R R T S)
05%H DRSH 599
BB /B (S +HP
9P S8 (LB !

OIS 1" 1S
PO IGHES S
+159 B8 5! GG
" 3 Y5 S

THITOMES ) $ |GH8
Bl (S ¥ BYEHS BB Y
LEGEICE S8 SN

§$ “BHBESB
THERSE 6+

1™ 1S+ 6+

¥
$B''¥'s!@ S gdedui \
# $5'%"" 69 $IBERW B
3Y SYITTH WOP G ¢+9
$$* PR G+
§ + T I

HY'W'S'S 1@ $ ! Yokl

I & U/ M |
S0 YT 1SS Y HB 1/
B9 SIS B= | P4

SB W (G HY NS

$UE | BYH AR B!
$ 99 6 14B'C

U RS IS

o w1t 1

$ Basienam (s @
PHSH &Y

INS" FISB | & OW
$ 9 B 0@ $
B 6 ) S( B
$,85)30 65 10

3 () 953 >

| | | |

o \6*!

$"e

$'9'$!Q S gdadui s
PHZ'S"" G MWB G B
’6@ $BH H0//F G ¢+

§ue *($$$§
S 5T S %
3) 65's ($*¢+m$$

m% '§'S 1@ $ 1§adehr
) B 583 $96-58
BB (G ¢HY S OB/ / -
$PIDES! 9996
S9! 51658 F B

HE 5 SIS

$ 10

CHEE" (€5 1B F 6 t+HSR
* /& '@")0
UES " " I5K /S
8 B3 () e
$ b 36 98 BF L
Bi@ BEE 06 " H'S
19/'$ ! @5*
8" (439'4%'@( G+ 8
B9 8" @&y
+HPE B S CERS "
W!%o;?@ &3 1Y

$! "G



ST
TIE(C& 1180
5 I#R ICBES
5,1, LmRA B HI6 BB
[ 94(-'#,9%
QN BEES . X
R 878 & 105
LSB, ZW(& (
&' 1950 4 AT,
- IGE 9 (" IR
B3 6 B Y S
bEBI(' & ('S5
#7686 138" @D
I '$3%

B N2
N

IS & B NB2008!
TG!S0 ..
D'6 148 9 BB . 9
¥ SYDS S $ I'BI6
IRE'S BRI 6! B! 1

319 14 1

BS('E WBH M

12N S

M- PR B NG HAGR
(¥

2, ( (& BN
8 2SR 2
§ 1 -B 2B
e ESB S
180, R @242,
B' N2 By ! b
99'6.1, . '(3',1'8$

Li(- "2VeBA $
W (& BN
HHIBAD'( HBSSH ST
B . 9'(EY5S
RS - B615' 1R
L& (| KB
ABSHIF A R

BIEs

L HBUBEY( Y

1A 3G 1 H 6! B
68 \HE@
£ 1B$R & 152
CIRCIE N (FH2
rE®E(C, %

b#' 153! $- ' 45,
SUVRER & 91, , 3

6.2

YEIED WY& 12
U 12 TREWHE 24 | HOR
@2 $9 2" MG R

o /G312 B 1 2

THA9 (' (@2 WY

B0 B3 81 (' 163

(8 3D ¥

2% ﬂs (@12 '8
5 %732, 158

(5m((- LR ARG
6. !z;j($!,-"!@$a
(@ 56 Bif- 6
B /(1 6 Y
g G 15 @
oHRm, % | "I63&' 1'%
2 S AN (B89 B! $
¢3! &¥4% o 1235!“53
315@@@31#& B!
0 ! s Bem o1 l((s
. 15 mm( g R
Ileex 129
0/'5]# I@I I$I( & |g¢$
#§ gt'$ Y
5|#9 2 BRBIE 96
S22 | 3532:%2#@9
/(w %(I ﬁ ' '$| !
g reRBR 9 |g
o
s $' 112 g 2521
1 558 G m $-' ¥
| HBBHY gg& g
#1483,$ ('
1692 ié' "R 8P
Wl@l#&' I$I( & 1P
'S?'M 793, %
az $lr| -2 826
NE:® ﬁg(g REITE ]
& 1929 $E (& W
ﬁ $

#'!@!#&' SeL-T & lsw

SRR (MHR 9"
S 185 21HDSRSS
8'6. # WIW(BI6 T

16 &

I5'
B’
2,0
(15!

& 1%
1 $5
MO

9'(""!

38
B

18
B'24

$12,)(

HA($

o8
16312
19/R



3 (W
o T
$%%

0:%Bl4
) (&(") B







EDH ) B




(! (B e
1+#0'(! 10+ 952

| REHEBS T 82
T < BB
Vo (11 (918
#()89' .9 '(V(.&
! *mw(*

| ) B A H0)
(! GBS @D * 8B
$V(1%9 108 W) !%
B BB *

AN A
19,5 ),

G2 (s

ug (10 8 R g
e '@ 19BRIRL *

- GU IR TR~ )
1S/ (V@) 1 12
B V(89! *1,48).
)R B! Y 1ZHP Y
200 <, 08T/ P
" 1/(891Q) B /gH! X
| 1V(% (@08 9
()

L 4

Uetstiga, \(! (T !
DIZBIWD * | Y
H() 4AH# | L
@G 4 4 (FreE
JEHBH (HRI 1(*1 B
@2)2,(! 2K
A8t

'S *IB(HBI D I <
#0)! * QAR B B
S *SPEM 801D
U HEOY @D V(RS
#1T)P@2 (T 1 G
H 1), SCER T
9! 1 A1 @)1 140) 2@
H(HOEA ) G R BB
@ $!*p

$

L

€é)) !
IHB) 1) [, AR A O (S
T LT/ GEHPWR( Bt
BEIEAL( T AP ' (1B

BIRRLAHB ;) g2

) % *| B2 G
@ oy 1

U

1$

(9%
¥11
(8

@® 12
15+1)

1.0#

[

I, *






3 B
S

— <






3B+ Y&
4B
7.} (O 233
VS
SRR PR U 4 " R
RIEREEMED 9
g @p
®
RN v R
o -
/R b
pama <
Iy
K f (]
L S bl
RRWY D SR
SRR D "
VRN D [
MK ViR
S
Py, L ] 1:3
- @
R
¢z ) w ®
L 7 P &
» R
BRI D [
my ~ 8
] )
). ) R
AL DRBO T
$13%
p. R 7Y
<%
B (0 133
R
K /]
— i S
L3

AR HBRED el



T WD,
=,
.
(1]
e "
™ .
a
aRws
- 0
&
o7 «
780 c_g
o) ¢
)
e .
i .
gH !
) .
s -
— &
Tl w @
BYEE
9 BRHS
T WaD. +
% o 2
ﬁ a
e ORRAH
WD p
@80 A AB B



@m @G Ny

@@m

HATED .- H

=2

e R

R ONE



The m ,%:n o
g
O?t%egorgalr)]isation




Notes to the Financial Statements

1. General Information

European Stability Mechanism (“ESM” or “the Entity”)
was inaugurated on 8 October 2012 and established as
an international financial institution with its registered
office at Ba, Circuit de la Foire Internationale, L-1347
Luxembourg, Grand Duchy of Luxembourg.

The Treaty establishing the ESM was originally signed by
finance ministers of the 17 euro area countries on 11
July 2011. A modified version of the Treaty, incorporating
amendments aimed at improving the effectiveness of the
mechanism, was signed in Brussels on 2 February 2012.
The ESM Treaty entered into force on 27 September
2012 and the ESM was inaugurated on 8 October 2012
following ratification by all 17 euro area Member States.

The present Financial Statements cover the period from
8 October 2012, the ESM’s inauguration date, to 31
December 2012. On a proposal from the Management
Board, the Board of Directors adopted the Financial
Statements on 21 March 2013 and authorised their sub-
mission to the Board of Governors for approval at their
meeting on 20 June 2013.

11. General overview of financial assistance
programmes

The ESM is authorised to make use of the following len-
ding instruments for the benefit of its Members, subject
to appropriate conditionality:

- Grant financial assistance in the form of loans to an
ESM Member in the framework of a macroeconomic
adjustment programme;

Purchase of bonds in the primary debt market and
arrange operations on the secondary debt market in
relation to the bonds of an ESM Member;

- Grant precautionary financial assistance to ESM
Members in the form of credit lines;

Provide financial assistance for the recapitalisation of
financial institutions through loans to the govern-
ments of ESM Members.

1.2. Overview of the pricing structure of the
financial assistance programmes

The total cost of a loan to euro area Member States is an
aggregate of several distinct elements and established in
the ESM Pricing Poalicy:

Base rate - the cost of funding incurred by the ESM,
derived by a daily computation of the actual interests
accrued on all of the bonds, bills and other funding
instruments issued by the ESM.

FSM 2012

Annual Report ¢

- Commitment fee - the negative cost of carry and
issuance costs, charged for the period from raising
funds by the ESM until disbursement to the
Beneficiary Member State or for the period from the
refinancing of the relevant funding instrument until its
maturity. The commitment fee will be applied ex-post
on the basis of the negative carry actually incurred.

- Service fee - the source of general revenues and
resources to cover the ESM’s operational costs.
The service fee has two components:

i. up-front service fee (50 bps) generally deduct-
ed from the drawn amount,

ii. annual service fee (0.5 bp) paid on the interest
payment date.

Margin - paid on the interest payment date.
The margin charged differs across financial support
instruments.

i. Forloans granted, the margin is 10 bps;

ii. For primary market support facility, the margin
is 10 bps;

iii. For secondary market support facility, the mar-
ginis 5 bps;

iv. For precautionary financial assistance granted,
the margin is 35 bps;

v. For financial assistance provided to an ESM
Member for the recapitalisation of its financial
institutions, the margin is 30 bps.

A penalty interest may be applied on overdue amounts,
which corresponds to a charge of 200 bps over the
higher of the EURIBOR rate applicable to the relevant
period selected by the ESM and the interest rate which
would have been payable.

1.3. The ESM’s first disbursement of financial
assistance to Spain

On 20 July 2012, the Eurogroup granted financial assis-
tance to Spain for the recapitalisation of its banking sec-
tor following an official request made by the Spanish gov-
ernment. The assistance granted by the Eurogroup was
designed to cover the estimated capital requirements
along with an additional safety margin, amounting to EUR
100 billion. The loans would be provided to the Fondo de
Restructuracién Ordenado Bancaria (FROB), the bank
recapitalisation fund of the Spanish government, and
then channelled to the financial institutions concerned.

On 3 December 2012, the Spanish government formally
requested the disbursement of to EUR 39.5 hillion of
funds. On 5 December 2012, the ESM launched and
priced notes, which were transferred to the FROB on
11 December 2012. This marks the first instance of
financial assistance provided by the ESM.
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On 3 December 2012, the Spanish government formally requested the disbursement of EUR 39.5 billion of funds for the
recapitalisation of Spain’s banking sector. The funds were transferred in the form of ESM notes on 11 December 20112 to the
Fondo de Restructuracion Ordenada Bancaria (FROB), the bank recapitalisation fund of the Spanish government. The FROB
will use these notes for the recapitalisation of banks and asset manager companies participating in the bank restructuring.

8. Debt Securities including Fixed-income Securities (in EUR‘000)

The following table shows the details of the debt securities valuation and their classification as at 31 December 2012:

Clean amortised cost Unrealised gains Clean fair (carrying) value Nominal amount

Paid-in capital portfolio 8,776,486 19,548 8,796,034 8,336,935

As at 31 December 2012, the clean amortised cost of the paid-in capital investments was EUR'000 8,776,486, against
a clean market value of EUR'00O 8,796,034. The difference represents the unrealised gains and is recognised directly
in the equity within the revaluation reserve.

All debt securities including fixed income securities of the paid-in capital investments are listed on regulated markets and
the fair values of all these assets are determined based on quoted market prices.

9. Intangible Assets (in EUR'000)

The following table shows the movements of the intangible assets for the period from 8 October 2012 to 31 December 2012:

Software Total intangible assets

Historical cost

Balance as at 8 October 2012 - -
Additions 107 107

Balance as at 31 December 2012 107 107
Accumulated amortisation

Balance as at 8 October 2012 - -
Amortisation (6) (6)

Balance as at 31 December 2012 6) (5]

Net book value

Balance as at 31 December 2012

Balance as at 8 October 2012

10. Tangible Assets (in EUR‘O00)

The following table shows the movements of the tangible assets for the period from 8 October 2012 to 31 December 2012:

Furniture and equipments Total tangible assets

Historical cost

Balance as at 8 October 2012 - -
Additions 3,090 3,090
Balance as at 31 December 2012 3,090 3,090
Accumulated depreciation

Balance as at 8 October 2012 - -
Depreciation (40) (40)
Balance as at 31 December 2012 (40) (40)

Net book value
Balance as at 31 December 2012

Balance as at 8 October 2012

Financial Statements Chapter lll
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16. Staff Costs

The current staff of the EFSF will also work for the ESM,
while the transfer of staff from the EFSF to the ESM will
be concluded in the first quarter of 2013.

At the balance sheet date the ESM has only one employee
who is a Member of the Management Board. No financial
benefits or incentives such as loans or credit lines have
been granted to this employee other than those present-
ed as staff costs.

As described in note 2.16. upon termination of employ-
ment re-settlement allowance may be paid and the pay-
ment of such benefit is subject of conditionality of several
criteria. Taking into account the complex structure of
those termination benefits and the fact that the Entity
had no historical data to estimate the occurrence of such
events, no provision was recognised as at 31 December
2012.

17. Other Administrative Expenditures (in EUR'‘000)

Administrative expenditures consist of fees paid for professional services and miscellaneous operating expenses and

are detailed as follows:

2012
Advisory services 7,586
IT services 2142
Legal services 2,092
Rating agencies fees 1,628
Other services 210

Total administrative expenditures 13,558

18. Related-party Transactions

Key management

The ESM has identified members of the Board of
Governors, Board of Directors and the Management
Board as key management personnel.

The members of the Board of Governors, Board of
Directors were not entitled to remuneration during the
period.

Transactions with shareholders

As disclosed in details in Note 7, the ESM granted loans
to Spain which is also shareholder of the Entity.

Transactions with European Financial Stability Facility

The European Financial Stability Facility (EFSF) is a com-
pany which was agreed by the countries that share the
euro on 9 May 2010 and incorporated in Luxembourg

Chapter |l Financial Statements
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under Luxembourgish law on 7 June 2010. The EFSF's
objective is to preserve financial stability of Europe’s maon-
etary union by providing temporary financial assistance to
euro area Member States if needed.

The EFSF has been created as a temporary institution. In
accordance with its Articles of Association, the EFSF will
be liquidated on the earliest date on which there are no
longer loans outstanding to a euro area Member State
and all Funding Instruments issued by EFSF and any reim-
bursement amounts due to Guarantors have been repaid
in full. This means that after a transitional period in 2013,
EFSF would not enter into any new programmes but will
continue the management and repayment of any out-
standing debt and will close down once all outstanding
debt has been repaid.

External expenses occurred in relation of setting up and
running the ESM were recharged by the EFSF together
with other non-expense related items. The total amount
of items recharged representing EUR 16.0 million which
has not been paid yet at balance sheet date.
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