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European Stability M echanism
Draft Guideline on Financial Assistance for the Direct
Recapitalisation of I nstitutions

Article 1
Scope

. The Board of Governors of the ESM may decide taigfimancial assistance to directly
recapitalise institutions at the request of an B8&Mmber, in accordance with the decision
xx of xx taken by the ESM Board of Governors unddicle 19 of the ESM Treaty. For
the purpose of this guideline, "institutions” raféo institutions as defined in Article 2(3)-
(5) of Council Regulation 1024/2013 conferring sfiedasks on the ECB concerning
policies relating to the prudential supervisiorcdit institutions.

. Such financial assistance shall be provided byB8&# for the specific purpose of direct
recapitalisation of institutions established inE28M Member.

. The financial assistance shall be provided in ataace with this guideline as well as the
State aid provisions under Article 107 and 108haf Treaty on the Functioning of the
European Union (TFEU).

. The financial assistance to institutions may beuested by ESM Members within or
outside the confines of a macroeconomic adjustmpegramme. The financial assistance
shall be subject to specific conditionality relevém this instrument; said conditionality
shall be of an institution-specific, sector-spac#nd/or macro-economic nature.

. If an ESM Member is already the beneficiary of final assistance provided by the ESM
and requires use of additional financial suppaostruments, the existing Memorandum of
Understanding shall be revised to include cond#iiby needed for this instrument and to
assess whether the conditionality already usetllisagpropriate or whether changes are
required. The decision whether to provide direatkbeecapitalisation as an additional
financial support instrument shall be taken in adaoce with the provisions and

procedures of these guidelines.

. This guideline is without prejudice to the possipithat a non-requesting ESM Member
may provide national financial assistance to aisidnry of an institution established in its
territory even if ESM support is requested for plaeent company. This assistance shall be
provided in accordance with the State aid provisiander Article 107 and 108 of the
TFEU.

Article2
Aim of the financial assistance

. The aim of the financial assistance to instituticso preserve the financial stability of
the euro area as a whole and of its Member Statestiering for those specific cases in
which an ESM Member experiences acute difficultugh its financial sector that cannot
be remedied without significantly endangering isedl sustainability due to a severe risk
of contagion from the financial sector to the sewgm. The use of this instrument could
also be considered if other alternatives would héwe effect of endangering the
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continuous market access of an ESM Member. Asdaha use of the instrument of an
ESM loan for the recapitalisation of financial ihgions is not possible, such financial
assistance shall thus seek to help remove thefis&ntagion from the financial sector to
the sovereign by allowing the recapitalisationrwdtitutions directly, thereby reducing the
effect of a vicious circle between a fragile finmhcsector and a deteriorating
creditworthiness of the sovereign.

2. The financial assistance granted to institutiondennhis form of stability support shall be
restricted to the specific purpose of recapitagjsinstitutions, while requiring fulfilment
of appropriate conditionality, addressing both soeirces of difficulties in the financial
sector and, where appropriate, the general econsituation of the requesting ESM
Member.

3. The instrument shall not be used for the windingstimstitutions.

Article3
Eligibility criteria
1. The following criteria related to the relevant ingion(s) shall be met in order for a
request for financial assistance for the purposeireictly recapitalising institutions to be
considered eligible:

a. The institution(s) is, or is likely to be in thearefuture, in breach of the capital
requirements established by the ECB in its capaastysupervisdr is unable to
attract sufficient capital from private sector sms to resolve its capital problems
and the bail-in conducted in accordance with Aetil of this Guideline is not
expected to address fully the capital shortfalivd®e sector sources shall include
tapping new market investors or existing sharehslde

b. The institution(s) concerned should have a systael&vance or pose a serious
threat to the financial stability of the euro a@saa whole or of the requesting
ESM Membef. The systemic dimension of these institutions Ishal assessed
taking into account, primarily, their size, intenc@ctedness, complexity, and
substitutability.

2. The following criteria related to the requestingME®ember shall be met in order for a
request for financial assistance for the purposeireictly recapitalising institutions to be
considered eligible:

a. The requesting ESM Member is unable to providenfome assistance to the
institutions in full without very adverse effects @ts own fiscal sustainability,
including via the instrument of an ESM loan for tleeapitalisation of financial
institutions. The use of the instrument can alsactesidered if it is established
that other alternatives would have the effect afamgering the continuous market

! If the ECB was not already the competent supenaéthe institution at the time of request, thevreapital
requirements set by the ECB after the transfeupésvision shall be the ones taken into account.

2 For the purpose of this guideline, systemic reteeacan refer to: (i) systemically important ingiiins that

fall into the main criteria enclosed in this guidel or (ii) other institutions, not necessarilpss-border, whose
insolvency could have a significant negative impaat the financial system because of adverse market
circumstances or financial stress.
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access of the requesting ESM Member and consegueflire the financing of
its sovereign needs via the ESM.

b. Providing financial assistance to the benefit af tequesting ESM Member is
indispensable to safeguard the financial stabdftyhe euro area as a whole or of
its Member States.

Compliance with the criteria in paragraphs 1 arghall be assessed in accordance with
Article 4(2) prior to any decision, even in prin@pto grant stability support via direct
recapitalisation of institutions.

Article4
Procedures for granting support

. An ESM Member shall address a request for finarasalstance to the Chairperson of the
ESM Board of Governors. Such a request shall psvijl an indication of the
institution(s) in distress for which financial assince is being requested, ii) possible
amount of capital needs, taking into account th@-ibathat is to be conducted in
accordance with Article 8 of this guideline, iin) apinion from the competent supervisory
authority on the financial situation of the institun(s) in distress, iv) the result of the most
recent stress-test, conducted by the relevant gigperof the institution(s) concerned, and
v) if deemed necessary by the European CommissitimeadManaging Director, the result
of the most recent stress-test of all other relevastitutions in the requesting ESM
Member

. Upon receipt of such a request, as a precondittwndirect recapitalisation, the ESM

Board of Governors shall address without delayw&BECB the request foreseen in Article
33(3) of Council Regulation 1024/2013 conferring@@fic tasks on the ECB concerning

policies relating to the prudential supervisioncoédit institutions, if the ECB was not

already the supervisor of the institution concernias decision of the ESM Board of

Governors requesting the ECB to assume supervididhe institution concerned shall

have no bearing on any future decision as to thetgrg of assistance. In addition, the
Chairperson of the Board of Governors shall entthst European Commission — in

liaison with the ECB and, wherever appropriate, i€ — to conduct the assessments
referred to in Article 13(1) of the ESM Treaty atodassess the respect of Article 3(2) of
this guideline, and with the Managing Director, tmanpetent resolution authority and the
ECB in its capacity as supervisor, to assess e of the eligibility criteria established

in Article 3(2).

. Based on the assessments in paragraph 2, the ES Bd Governors, acting on a
proposal from the Managing Director, shall decidesther the eligibility criteria are met,
and, if so, may decide to grant, in principle, fingl assistance to the benefit of the ESM
Member.

. Following the decision pursuant to paragraph 3,ES& Member concerned shall, for
itself and on behalf of all ESM Members, notify,rpuant to Article 108(3) TFEU, the

European Commission of the intention to grant Stadewithin the meaning of Article

107(1) TFEU. The ESM shall act as an agent foB8M Member concerned throughout
the procedure. The arrangements between the ESkharllSM Member concerned shall
contain provisions obliging the ESM Member concdrie effectively enforce any

decision by the Commission under Article 107 ané TBEU.
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5. The ESM shall draw up, jointly with the instituti@) and the ESM Member concerned,
and in consultation with the ECB in its capacity sigpervisor and the competent
resolution authority, a restructuring plan thatliskasure the viability of the institution
after recapitalisation and restructuring. The ESMnilber concerned shall ensure timely
delivery of any necessary information. The maimeets of the draft restructuring plan
shall be presented to the ESM Board of Directorsafiproval before submission to the
Commissiof.

6. In parallel, the Managing Director shall, in liaswith the European Commission and the
ECB in its capacity as supervisor, conduct a dligeatice exercise, as a rule with the
assistance of independent experts aimed at prindetermining the institution(s)'s
viability in line with Article 7 and its loss abguron potential.

7. In addition, the ESM Board of Governors shall, atc@dance with Article 13(3) of the
ESM Treaty, entrust:

a. The European Commission, in liaison with the EGQi& Managing Director and,
wherever appropriate, the IMF, with the task of oteging, with the ESM
Member concerned, a Memorandum of UnderstandingJMtetailing the policy
conditions related to the requesting ESM Membenarnicial sector and, where
appropriate, its supervision, corporate governaoicenstitutions, and relevant
domestic legislation. Such conditions may includehere appropriate,
requirements related to the general economic pobEythe ESM Member
concerned.

b. The Managing Director, in liaison with the Europgammmission, the ECB in its
capacity as supervisor and the requesting ESM Mgnbeestablish institution-
specific conditions not required under the framéwof Article 107 and 108
TFEU; such conditions can include, but are nottkahito, restrictions upon the
remuneration of management and the dividend padityhe institution. Such
conditions together with the financial instrumentis be utilised for the
recapitalisation, shall be described in a propasahe adopted by the Board of
Governors, for an institution-specific agreementb® established between the
ESM, requesting ESM Member and the institution(s)oerned.

c. The Managing Director with the task of preparingparallel, in liaison with the
European Commission, the ECB, and the requestid Ei®@mber a proposal, to
be adopted by the ESM Board of Governors, for arfalal assistance facility
agreement (FFA) detailing the financial assistanoeparticular the envisaged
amounts to be provided to the institutions conagrimecluding the financial terms
and conditions as well as the type of instrumemd the obligations of the
requesting ESM Member. The proposal for an FFA Isbahtain the overall
maximum amount of the assistance for the benetii®fequesting ESM Member,
taking into account the results of the due diligerexercise referred to in

3 These main elements shall include information rfevo the proposals referred to in Article 4(8)tlhe same
time, the full draft restructuring plan will be meedccessible to any member of the Board of Dirsctgoon
demand, according to a dedicated security procestigout prejudice to Article 17 of the ESM by-law

* Where direct recapitalisations are implementechbas of a macro-economic adjustment programme, the
general economic policy conditions referred tdhis paragraph are as a rule the ones set in tlgggimme.
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paragraph 6, as well as the necessary capital ttekrmined by the ECB in its
capacity as supervisor pursuant to Article 7(2).

8. The proposals for the institution-specific condisoand the FFA shall be submitted for
approval to the ESM Board of Governors in parallelcase financial assistance has been
requested for several institutions and the findbgeof an institution-specific agreement is
delayed, the related proposal will be submitted kiter stage in parallel with a proposal
to amend the FFA, if required.

9. The European Commission shall sign the Memoranduldnderstanding on behalf of the
ESM, subject to prior compliance with the condia@et out in paragraph 7 and approval
by the ESM Board of Governors.

10.Subsequent to the decision of the European Comwnissnder Articles 107 and 108
TFEU setting out the State aid conditionality, &M Board of Directors shall approve
the FFA and the respective institution specificeggnent(s) to be signed by the Managing
Director of the ESM. The ESM Board of Directors Islagprove the disbursement of the
first tranche; where applicable, such approval fn@ymade subject to the condition that
any prior actions stipulated within the institutispecific conditions of assistance set in
the institution-specific agreement are fulfilled.

11.Any direct recapitalisation by the ESM will only biessbursed once the restructuring plan
in paragraph 5 has been approved by the Europeamision.

12.All processes shall be set up such as to ensutetlthaESM Board of Governors and
Board of Directors receive all information relevaatfulfil their tasks and obligations
under this guideline and concerning the State endqulure.

Article5
Monitoring

1. Monitoring of compliance with institution-specifmonditions related to Article 107 and
108 TFEU shall be conducted by the European Conmwnis$he European Commission
may appoint a monitoring trustee to assist it | itonitoring who shall have the right to
sit on all relevant committees of the institutiordéhave access to all relevant information.
The European Commission is expected to make alaitalthe ESM Board of Directors
and the ECB in its capacity as supervisor infororatrelevant to the reporting on
compliance.

2. Monitoring of compliance with other institution-spic conditions that are unrelated to
Article 107 and 108 TFEU shall be conducted by ESM in liaison with the European
Commission and the ECB in its capacity as superiisbhe ESM may appoint a
monitoring trustee who shall have the right to @it all relevant committees of the
institution and have access to all relevant infdroma A monitoring trustee appointed
according to this paragraph need not be differeminfa monitoring trustee appointed
according to paragraph 1. The Managing DirectoH ginavide details on the institution's
compliance with the institution-specific conditiomenitored by the ESM and its trustee,

® If assistance is granted under Article 10(2)(a)nitoring of any bridge institution or asset marragat vehicle
shall also be considered as institution-specifieditions.
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if any, to the ESM Board of Directors to the extpossible on a quarterly basis and upon
request by the ESM governing bodies.

. Monitoring of all other policy conditions shall beonducted by the European
Commission, in liaison with the ECB, the ESM andjewever appropriate, the IMF.
Where deemed necessary, the monitoring institutstradl also be authorised to involve
other relevant experts, such as external auditormanitoring trustees. The relevant
institutions shall provide details on the condifomonitored to the ESM Board of
Directors.

. The ESM, European Commission and the ECB and aleyamt experts and trustees
authorised by them shall have the right to conduesite inspections in any beneficiary
financial institution(s) in order to adequately nton compliance with the conditions
mentioned in paragraphs 1, 2 and 3 in line witlr tiespective competences.

. An additional assessment by the IMF of the impletagon of international standards and
supervisory practices may, where appropriate, bigedg sought by the beneficiary ESM
Member, during the period of implementation of timancial assistance.

. The ESM shall establish an appropriate warningesysin accordance with Article 13(6)
of the ESM Treaty, to ensure that it receives apayments due by the ESM Member
under Article 9(4).

. When this instrument is implemented outside of tmmfines of a macroeconomic
adjustment programme, the European Commission shdlject the ESM Member
concerned to enhanced surveillance under ArticB) 8¢ Regulation 472/2013 on the
strengthening of economic and budgetary surveidasfcMember States in the euro area
experiencing or threatened with serious difficdtveith respect to their financial stability,
if it has not already done so.

. The institution-specific agreement shall, wherevpossible, contain appropriate
contractual covenants related to non-compliancé wie institution-specific conditions,
including contractual financial sanctions. In cadenon-compliance, the ESM Board of
Directors may enforce such covenants upon a propasa the Managing Director. If

deemed necessary, the ESM may notify the ECB ircagsacity as supervisor of any
violation of these conditions.

Article 6
I mplementation of the financial assistance

. The ESM shall provide the financial assistance esciibed in the financial assistance
facility agreement and the institution-specific egnent. The ESM Member concerned
shall adopt all agreed measures required for th@eimentation of the recapitalisation
plan.

. Financial assistance may be provided in severathes, which may each consist of one
or more disbursements.

. Subsequent to the first tranche, disbursementurhfidr tranches, if any are provided
under the decisions taken in Article 4(10), shall rbade upon a decision, by mutual
agreement, of the ESM Board of Directors, followiagproposal from the Managing
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Director and after having received the report catelt by the European Commission, in
liaison with the ECB and the ESM, in accordancedg& monitoring procedure.
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Article7
Valuation of theinstitution

. Before providing financial assistance and in linéhvArticle 4(6), the Managing Director
of the ESM in liaison with the European Commissamd the ECB in its capacity as
supervisor, shall conduct, as a rule with the &mste of independent experts a thorough
due diligence, stress test, and rigorous economigation of the institution's assets to
determine the amount of incurred, expected and pewt®d losses, as well as the
institution's loss absorption capacity, taking iatttount the level of bail-in conducted in
accordance with Article 8 of this Guideline, ansl viability in addition to providing the
basis for pricing the ESM injection. The ESM BoaiffdGovernors may decide as part of
the decision under Article 13(2) of the ESM Tresgferred to under Article 4(3) of this
guideline, upon a proposal of the Managing Direbi@sed on an analysis of all necessary
information and after having consulted the Europ€ammission and the ECB in its
capacity as supervisor, to make use of the resiltthe stress test and/or rigorous
economic valuation already conducted by the ECBsilcapacity as supervisor, provided
these were finalised within the three months paathe request.

. The capital injected by the ESM and, as a rule B8& Member shall be of the amount
required to reach the necessary capital level sesrdened by the ECB in its capacity as
supervisor, taking into account a possible paritgn from private investors.

Article 8
Application of bail-in

. The instrument cannot be used as a precautionatyument as defined in Article
32(4)(d)(iii) of Directive 2014/XXX establishing &amework for the recovery and
resolution of credit institutions and investmentmis and Article 16(3)(d)(iii) of the
Regulation establishing uniform rules and a unifgmocedure for the resolution of credit
institutions and certain investment firms in thenfiework of a Single Resolution
Mechanism and a Single Resolution Fund.

. The following waterfall shall apply as a precoraltifor the use of this instrument for a
transitional period, until 31 December 2015:

i. a contribution to loss absorption and recapitabisaéqual to an amount of 8% of
the total liabilities including own funds of the stitution under resolution,
measured at the time of resolution action, has Ibegee by shareholders and the
holders of other instruments of ownership, the @ddof relevant capital
instruments and other eligible liabilities througirite down, conversion or
otherwise;

ii. thereafter, use of the national resolution fundnational financing arrangement
set up in accordance with Article 100(6) of Dirgeti2014/XXX establishing a
framework for the recovery and resolution of cradstitutions and investment
firms) up to the 2015 target level.

. From 1 January 2016 the full application of the evtatl as defined in the Regulation
establishing uniform rules and a uniform proceduorehe resolution of credit institutions
and certain investment firms in the framework dbiagle Resolution Mechanism and a
Single Resolution Fund shall be a preconditiortlier use of this instrument. This implies
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that the following preconditions for use of thistiument shall apply from 1 January 2016
onwards:

a contribution to loss absorption and recapitabsaequal to an amount not less
than 8% of the total liabilities including own fundf the institution under
resolution, measured at the time of resolution cactihas been made by
shareholders, the holders of relevant capital unsémts and other eligible
liabilities through write down, conversion or othese;

a contribution of the resolution financing arrangatof 5% of the total liabilities
including own funds of the institution under resmun, measured at the time of
resolution action, has been made;

all unsecured, non-preferred liabilities, othernthgligible deposits, have been
written down or converted in full.

Article9
Contribution of the ESM Member to the Recapitalisation Operation

1. The ESM Member shall contribute a level of capataihgside the ESM.

2.

a. If the institution has insufficient equity to reattte legal minimum Common Equity

Tier 1 ratio of 4.5%under a sufficiently prudent scenario under arviddal stress
test of the institution, the requesting ESM Memgleall be required to implement a
one-off capital injection to reach this capitaliodt before the ESM enters into the
capital of the institution; or

. If the institution has sufficient equity to readtetlegal minimum Common Equity

Tier 1 ratio of 4.5% under the afore-mentioned eatbn in 1(a), the requesting
ESM Member shall be required to make a capitalrdmution before the ESM enters
into the capital of the institution. During thesfitwo years following the entry into
force of this instrument, said contribution of tl&SM Member shall be the
equivalent of 20% of the total amount of the pubtontribution to the
recapitalisation operation and the equivalent @6lBereafter.

If the contribution of the ESM Member under parggrd(a) is below the amount that
would have been required under paragraph 1(b),B8& Member shall inject an
additional amount alongside the ESM to cover tlfieince.

If, due to its fiscal position and significant ingations upon market access, the
requesting ESM Member is unable to fully providedontribution to the recapitalisation,

® The ratio applicable to all institutions accordiogRegulation 575/2013 of the European Parliaraedtof the
Council on prudential requirements for credit ingtons and investment firms (CRR) and Directivd 236/EU
of the European Parliament and of the Council @mesg to the activity of credit institutions and gimadential
supervision of credit institutions and investmerns (CRD 1V), at full implementation post transiti,
excluding the capital conservation buffer and atineobuffer(s) that may apply to the institutiomginestion.
Other elements (such as the definition of capitéll)be applied in line with the timetable of impientation
established under the CRR/CRD IV.

" Capital needs shall be determined under a suffigigrudent scenario under an individual stress aéthe
institution, after exhausting all existing buffeirs;luding tapping existing shareholders and thdieable level
of write-down or conversion of liabilities.
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the ESM Board of Governors may by mutual agreenumaide to partially or fully
suspend the contribution outlined in paragraph 1tlen condition that (i) the ESM
Member agrees to indemnify the ESM for any lossiired on the share of capital that
was acquired by the ESM in lieu of the ESM Membad 4ii) the MoU contains
appropriate conditions of a macroeconomic natuhe. details of such agreement shall be
specified in the FFA.

4. Any loss incurred by the ESM in relation to therghaf financial assistance provided in
lieu of the ESM Member under paragraph 3 shallrbatéd as a long-term loan. The
details of such agreement, including the maximuntunityt of the loan, shall be specified
in the FFA.

Article 10
Capital instruments

1. As a general rule, recapitalisation by the ESM Idbalconducted against the acquisition
of common shares that satisfy the common equity lieequirement of Regulation
575/2013 on prudential requirements for credititasbns and investment firms.

2. The ESM Board of Governors may decide, as parhefdecision under Article 13(3) of
the Treaty:

a. To depart from the rule mentioned in paragraphd authorise the acquisition of
other capital instruments that satisfy the reguatmapital requirements, such as
special shares, hybrid capital or contingent capitaorder to fulfil supervisory
requirements including pillar 2. In all circumstascdn which the ESM Board of
Governors authorises the acquisition of other ehpiistruments, the ESM shall
also hold an appropriate level of common shares.

b. To depart from the rule mentioned in paragraph d amhorise the issuance of
guarantedsif strictly warranted for reducing the total castthe recapitalisation.
The use of guarantees shall not increase the pititypads losses for the ESM as
compared to the use of other capital instrumentsllicircumstances in which the
ESM Board of Governors authorises the issuanceuafamtees, the ESM shall
hold an appropriate level of common shares.

c. In exceptional circumstances, subject to Europeami@ission approval on the
basis of Article 107 and 108 TFEU and as part &¢ tesolution process
undertaken by the institution(s), to provide fin@hcassistance, including via
guarantees with full recourse to the requesting EMEmber, to any bridge
institution or asset management vehicle resultingmf the restructuring if
warranted for reducing the total cost of the retzdigation or if deemed crucial to
the success of the recapitalisation operation ey HCB in its capacity as
supervisor. Such assistance to asset managemealegetan only be provided in
conjunction with assistance to the beneficiaryiiagon that has transferred the
assets and that has a viable business model. Tpiean of Article 2(3) is
without prejudice to what is established under Auiscle.

8 Issuing guarantees on funding instruments is exdutbm the application of this paragraph.

10
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Article11
Governance

1. The ESM shall be able to influence key aspectsrdegg the business model as well as
the governance of the institution benefitting frdirect recapitalisation, including the risk
framework. Such provisions on governance may irgldit are not limited to, the faculty
of assuring a sufficient information flow, the apgment and dismissal of members of
management and imposing remuneration schemes foageaent that exclude excessive
pay or bonuses.

2. The ESM’s influence shall be realised through é@presentation in the institution as a
shareholder and through an institution-specific eagrent between the ESM, the
requesting ESM Member and the institution(s) comedy as contemplated in Article
4(7)(b), detailing the appropriate institution-siiecconditions and which needs to be
signed before any financial assistance can be eplaim order to avoid any impediments
arising from the application of national law, fdret full exercise of the appropriate
influence of ESM, if necessary, changes to theonati legal framework of the ESM
Member, including the introduction of a bank reagvand resolution framework, shall be
imposed as part of the conditionality in the Menmalam of Understanding.

Article12
Exit from the recapitalisation

1. The ESM Board of Directors may decide upon a prapbfsem the Managing Director to
sell the capital instruments acquired in full ortianches. The ESM Member concerned
shall be informed in advance on a confidential 9asi

2. The ESM Member concerned shall not sell to a thady the capital instruments that it
may have acquired, as long as the ESM still hotds dapital instruments that it has
acquired, without the authorisation of the ESM Bloair Directors.

3. The recapitalisation operation may also be terrethdty the redemption or the buy-back
of the capital instruments by the recapitalisedituson, subject to the agreement of the
Board of Directors of the ESM.

4. Upon disposal or redemption of all capital instrimseowned by the ESM, the financial
assistance provided under this instrument shalldegned terminated.

5. The above provisions are without prejudice to thppliaation of the restructuring
conditions set out in the decision of the Europ@ammission referred to in Article 4(11).
Any changes that the ESM or ESM Member envisagema&e to the restructuring
conditions should be first notified and approvedhs European Commission.

Article 13
Role of the subsidiary body and participation of the private sector in the financial assistance

The ESM subsidiary body established pursuant to ESM Board of Governors
Resolution XXX may be entrusted, subject to therapg of the ESM Board of
Governors, with the implementation of the recajgtdlon of institutions in accordance
with the provisions of this guideline. The ESM kls#&rive to conduct the recapitalisation
operation alongside external investors. The ESM,mpgn approval by the ESM Board
of Governors, establish, , sub-entities dedicatedhe financing, implementation, and

11
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ownership of the capital instruments related to tbeapitalisation of institutions in
accordance with the provisions of this guidelineorder to facilitate the participation of
the private sector, which to this effect may pgvtite in the dedicated vehicles or funds.

Article 14
Retroactive application of direct recapitalisation

. This guideline is established without prejudiceexisting ESM and EFSF programmes in
which financial assistance has been provided to B#&mbers who recapitalised their
institutions, which could be replaced in part orfull with a retroactive application of
direct recapitalisation following a decision by t8B8M Board of Governors, on a case-by-
case basis, by mutual agreement.

. The detailed modalities for such replacement shallestablished in the relevant ESM
Board of Governors decision.

Article 15

Review
. The ESM Board of Directors shall review this guidelat least every 2 years after its
entry into force to assess whether changes aréreelgn light of developments related to
the establishment of the Banking Union, includiegsidering whether the rules related to
the contribution of an ESM Member under Article Jo@main appropriate.

In addition, a more comprehensive review shall taleee ten years after the entry into
force of this guideline, at which point a decisgimall be taken on the continuation of this
instrument.

Article 16
Information

The ESM shall provide comprehensive informationitéo governing bodies regarding
recapitalisation operations, including the repoeterred to in Article 5(2).
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