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INFORMATION MEMORANDUM dated 24 August 2020

The European Stability Mechanism

European Stability Mechanism

—

h

Debt Issuance Programme

This document (the "Information Memorandum®™) describes the debt issuance programme established on
3 December 2012 (the "Programme") by the European Stability Mechanism (the "ESM"), an international
financial institution established by the Treaty Establishing the European Stability Mechanism between the
Kingdom of Belgium, the Federal Republic of Germany, the Republic of Estonia, Ireland, the Hellenic Republic,
the Kingdom of Spain, the French Republic, the Italian Republic, the Republic of Cyprus, the Republic of Latvia,
the Republic of Lithuania, the Grand Duchy of Luxembourg, Malta, the Kingdom of the Netherlands, the Republic
of Austria, the Portuguese Republic, the Republic of Slovenia, the Slovak Republic and the Republic of Finland
signed in Brussels on 2 February 2012, as amended (the "ESM Treaty"), whose seat and principal office is at 6a
Circuit de la Foire Internationale, L-1347 Luxembourg (the "Issuer"). Under the Programme, the Issuer may
from time to time issue notes (the "Notes™) on the terms and conditions set out in this Information Memorandum
as modified or supplemented by the final terms (the "Final Terms") published at the time of issue.

Application may be made to the Luxembourg Stock Exchange for Notes issued under the Programme to be
admitted to the Official List of the Luxembourg Stock Exchange and to trading on the regulated market of the
Luxembourg Stock Exchange. The Programme also permits Notes to be issued on an unlisted basis or to be
admitted to listing, trading and/or quotation by such other further listing authorities, stock exchanges, regulated
markets and/or trading facilities or quotation systems as may be agreed between the Issuer and the relevant
Dealers, in each case as specified in the relevant Final Terms. Notes will be issued in bearer form or registered
form (unless otherwise specified in the relevant Final Terms).
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IMPORTANT NOTICES

This Information Memorandum, together with any Final Terms, contains all the information that the Issuer has
authorised to be published concerning the Programme. This Information Memorandum was last revised on the
date appearing on the cover and speaks as of that date only. Any information concerning the Programme not
contained herein must not be relied upon as having been authorised by the Issuer.

Neither this Information Memorandum nor any Final Terms constitutes an offer or an invitation to subscribe for
or purchase any Notes and should not be considered as a recommendation by the Issuer that any recipient of this
Information Memorandum or any Final Terms should subscribe for or purchase any Notes.

The Notes have not been, and will not be, registered under the U.S. Securities Act of 1933, as amended (the
"Securities Act") or with any securities regulatory authority of any state or other jurisdiction of the United States,
and, subject to certain exceptions, may not be offered or sold within the United States or to, or for the account or
benefit of, U.S. persons (as defined in Regulation S under the Securities Act ("Regulation S")) and Notes that are
in bearer form for U.S. federal income tax purposes are not being offered to U.S. Holders. The Notes may be
offered and sold (i) within the United States to qualified institutional buyers, as defined in Rule 144A under the
Securities Act ("Rule 144A") in reliance on the exemption from registration provided by Rule 144A and (ii) in
offshore transactions in reliance on Regulation S. Prospective purchasers are hereby notified that sellers of the
Rule 144A Notes may be relying on the exemption from the provisions of Section 5 of the Securities Act provided
by Rule 144A. For a description of these and certain further restrictions, see "Subscription and Sale" and "Transfer
Restrictions".

Neither the Programme nor the Notes have been approved or disapproved by the U.S. Securities and Exchange
Commission, any state securities commission in the United States or any other U.S. regulatory authority, nor has
any of the foregoing authorities passed upon or endorsed the merits of any offering of notes or the accuracy or
adequacy of this prospectus. Any representation to the contrary is a criminal offence in the United States.

In this Information Memorandum, unless otherwise specified, references to an "ESM Member" are references to
a contracting party to the ESM Treaty, references to "€", "EUR" or "euro" are to the currency introduced at the
start of the third stage of European economic and monetary union, and as defined in Article 2 of Council
Regulation (EC) No 974/98 of 3 May 1998 on the introduction of the euro, as amended, and references to "U.S.$"
"USD", "U.S. dollars" are to United States dollars.

STABILISATION

In connection with the issue of any Tranche of Notes, the Dealer or Dealers (if any) named as the Stabilising
Manager(s) (or persons acting on behalf of any Stabilising Manager(s)) in the applicable Final Terms may over
allot Notes or effect transactions with a view to supporting the market price of the Notes at a level higher than
that which might otherwise prevail. However, stabilisation action may not occur. Any stabilisation action may
begin on or after the date on which adequate public disclosure of the terms of the offer of the relevant Tranche of
Notes is made and, if begun, may cease at any time, but it must end no later than the earlier of 30 days after the
issue date of the relevant Tranche of Notes and 60 days after the date of the allotment of the relevant Tranche of
Notes. Any stabilisation action or over-allotment must be conducted by the Stabilising Manager(s) (or persons
acting on behalf of the Stabilising Manager(s)) in accordance with all applicable laws and rules.

MIFID 11 PRODUCT GOVERNANCE / TARGET MARKET

The Final Terms in respect of any Notes issued other than by the auction process will include a legend entitled
"MIFID Il Product Governance" which will outline the target market assessment in respect of the Notes, taking
into account the five (5) categories referred to in item 18 of the Guidelines published by the European Securities
and Markets Authority ("ESMA") on 5 February 2018 and which channels for distribution of the Notes are
appropriate. Any person subsequently offering, selling or recommending the Notes (a "distributor™) should take
into consideration such determination; however, a distributor subject to MiFID 11 is responsible for undertaking
its own target market assessment in respect of the Notes (by either adopting or refining the target market
assessment) and determining appropriate distribution channels.



The Issuer is exempt from MIFID Il and does not constitute a manufacturer or a distributor under the product
governance rules set out in EU Delegated Directive 2017/593. The Issuer is therefore not subject to the
responsibilities conferred on manufacturers or distributors therein.

BENCHMARKS REGULATION

Amounts payable under the Floating Rate Notes may be calculated by reference to EURIBOR or LIBOR, as
specified in the relevant Final Terms, which are respectively provided by the European Money Markets Institute
("EMMI™) and the ICE Benchmark Administration Limited ("ICE"). As at the date of this Prospectus, EMMI
and ICE appear on the register of administrators and benchmarks established and maintained by ESMA pursuant
to Article 36 of the Benchmarks Regulation (Regulation (EU) 2016/1011) (the "Benchmarks Regulation"). The
relevant Final Terms in respect of an issue of Floating Rate Notes will, where applicable specify the relevant
benchmark, the relevant administrator and whether such administrator appears on the ESMA register referred to
above.

ROUNDING

Certain figures (including data expressed in thousands or millions) and percentages contained in this Information
Memorandum, including financial information, have been subject to rounding adjustments. Accordingly, in
certain instances, the sum of numbers may not conform exactly to the total figure given or implied as the result of
that sum, or the sum of certain numbers presented as a percentage may not conform to the total percentage given.

WEBSITES AND HYPERLINKS

References to any website or the content of any hyperlink contained in this Information Memorandum do not form
a part of this Information Memorandum, except as specifically incorporated herein.

SUPPLEMENTS TO THE INFORMATION MEMORANDUM

Every significant new factor, material mistake or inaccuracy relating to the information included in this
Information Memorandum which may affect the assessment of the Notes and which arises or is noted between the
time when this Information Memorandum is approved and the time when trading on the regulated market in
question begins, shall be mentioned in a supplement to this Information Memorandum. Such supplement shall be
published according to the same arrangements pursuant to which this Information Memorandum was published.



SUMMARY

This summary must be read as an introduction to this Information Memorandum and is qualified in its
entirety by the remainder of this Information Memorandum.

Words and expressions defined in the "Terms and Conditions of the Notes" below or elsewhere in this
Information Memorandum have the same meanings in this summary.

Issuer: European Stability Mechanism

Issuing and Paying Agent: (i) In relation to any Series of Notes to be issued into Clearstream
Frankfurt, Deutsche Bundesbank, (ii) in relation to any Series of
Notes to be issued into Euroclear, Clearstream Luxembourg and/or
DTC, the Bank of New York Mellon, London Branch, or (iii) any
other issuing and paying agent as indicated in the relevant Final
Terms.

Registrar: In relation to any Series of Registered Notes, the Bank of New York
Mellon SA/NV, Luxembourg Branch or any other registrar as
indicated in the relevant Final Terms.

Luxembourg Listing Agent:  Deutsche Bank Luxembourg S.A., or in respect of a particular Series,
the Luxembourg listing agent as indicated in the relevant Final
Terms.

Calculation Agent: In respect of a particular Series, the calculation agent as indicated in
the relevant Final Terms.

Method of Distribution: Notes may be sold (i) by means of auction, (ii) to or through one or
more Dealers, including by syndicated issuance or (iii) by private
placement.

Final Terms: Notes issued under the Programme will be issued pursuant to this

Information Memorandum and associated Final Terms. The terms
and conditions applicable to any particular Tranche of Notes will be
the Terms and Conditions of the Notes as supplemented, amended
and/or replaced to the extent described in the relevant Final Terms.

Listing and Trading: Applications have been made for Notes issued under the Programme
to be admitted to listing on the Official List of the Luxembourg Stock
Exchange and to trading on the Regulated Market of the Luxembourg
Stock Exchange. The Programme also permits Notes to be issued on
the basis that they will not be admitted to listing, trading and/or
quotation by any competent authority, stock exchange and/or
quotation system or to be admitted to listing, trading and/or quotation
by such other or further competent authorities, stock exchanges
and/or trading facility or quotation systems as may be agreed with
the Issuer and the relevant Dealers, as specified in the relevant Final
Terms.

Clearing Systems: In relation to any Series of Notes, Euroclear Bank S.A./N.V.,
Brussels ("Euroclear™), Clearstream Banking, société anonyme,
Luxembourg ("Clearstream, Luxembourg"), Clearstream Banking
AG Frankfurt ("Clearstream, Frankfurt"), The Depository Trust
Company ("DTC") and/or any other clearing system as may be
specified in the relevant Final Terms (each, a "Clearing System™).

Issuance in Series: Notes will be issued in Series. Each Series may comprise one or
more Tranches issued on different issue dates. The Notes of each
Series will all be subject to identical terms, except that the issue price,
the issue date and the amount of the first payment of interest may be
different in respect of different Tranches. The Notes of each Tranche



Forms of Notes:

Currencies:

Status of the Notes:

Issue Price:

Maturities:

Redemption:

Optional Redemption:

Tax Redemption:

Interest:

Denominations:

Negative Pledge:
Events of Default:

Taxation:

will all be subject to identical terms in all respects save that a Tranche
may comprise Notes of different denomination amounts.

Notes will be issued in bearer form or in registered form (unless
otherwise specified in the relevant Final Terms).

Notes may be denominated in euro or in any other currency or
currencies, provided that, for any Series of Notes which is
denominated in a currency other than euro, such issuance is approved
by the board of directors of the Issuer (the "Board of Directors"),
which approval has been obtained as of the date of this Information
Memorandum.

Notes will be issued on an unsecured, unsubordinated basis and will
constitute direct and unconditional obligations of the Issuer and will
at all times rank pari passu among themselves.

Notes may be issued at any price and either on a fully or partly paid
basis, as specified in the relevant Final Terms.

The maximum authorised maturity for Notes will be set at the lowest
of (i) forty-five years and (ii) the maximum maturity of any financial
assistance by the Issuer, from the date of issue of the relevant Notes.

Notes may be redeemable in a single payment at maturity or by
instalments, in each case, at par or at such other amount (detailed in
a formula, index or otherwise) as may be specified in the relevant
Final Terms.

Notes may be redeemed by the Issuer before their stated maturity to
the extent (if at all) specified in the relevant Final Terms.

Not applicable.

Notes may be interest-bearing or non-interest bearing. Interest (if
any) may accrue at a fixed rate or a floating rate or other variable rate
or be index-linked.

Notes cleared through Clearstream, Frankfurt will be issued in
denominations of one euro cent (€0.01) or such denominations as
may be specified in the relevant Final Terms. Notes cleared through
Euroclear and Clearstream, Luxembourg and sold pursuant to
Regulation S only will be issued in minimum denominations of
€1,000. In the case of any Notes any tranche of which is to be sold in
the United States to qualified institutional buyers as defined in Rule
144A, the minimum specified denomination shall be U.S.$200,000
and integral multiples of U.S.$2,000 in excess thereof (or the
equivalent amount in any other currency).

None.
None.

All payments in respect of Notes will be made free and clear of
withholding taxes, unless the withholding is required by any
applicable law, in which case the Issuer will be under no obligation
to gross-up any payment under the Notes.



Governing Law:

Selling Restrictions:

The Notes and all non-contractual obligations arising out of or in
connection with the Notes shall, as specified in the relevant Final
Terms, be governed by Luxembourg law, English law or such other
law designated in the relevant Final Terms.

Restrictions may apply to the offer, sale or delivery of Notes and on
the distribution of offering material in various jurisdictions. See
"Subscription and Sale" below.



RISK FACTORS

The purchase of Notes may involve substantial risks and is suitable only for sophisticated investors who
have the knowledge and experience in financial matters necessary to enable them to evaluate the risks and
merits of an investment in the Notes and have sufficient financial resources to bear the risks of an investment
in the Notes. Before making an investment decision, prospective purchasers of Notes should consider
carefully, in the light of their own financial circumstances and investment objectives, all of the information
in this Information Memorandum. If any, or a combination of, these risks occurs, the Issuer's activities,
reputation, financial condition and/or results of operations could be adversely affected. If this occurs, the
market value of the Notes may decline and investors could lose all or part of their investment.

The risks and uncertainties described below are not the only risks and uncertainties related to the Issuer
and the Notes. Additional risks and uncertainties not presently known, or currently believed to be
immaterial, could also cause the Issuer to be unable to pay interest, principal or other amounts on or in
connection with any Note. Prospective investors should also read the detailed information set out elsewhere
in this Information Memorandum and reach their own views prior to making any investment decision.
Further, any prospective investor should take its own legal, financial, accounting, regulatory, tax and other
relevant advice as to the structure and viability of its investment.

Risk Factors relating to the Issuer
Investors in Notes are exposed to the creditworthiness of the ESM.

The ESM is an international financial institution created by the ESM Members and its purpose is to mobilise
funding and provide stability support for the benefit of ESM Members experiencing, or threatened by,
severe financing problems, if indispensable to safeguard the financial stability of the euro area as a whole
and of the ESM Members. ESM is exposed to the risk of non-payment by ESM Members that have received
financial assistance.

As of 31 July 2020, the ESM had paid-in capital of €80.5 billion and subscribed (but not paid-in) capital
of €624.3 billion that the ESM Members have undertaken to pay in the circumstances set out in the ESM
Treaty. Investors in the Notes are exposed to the creditworthiness of ESM and have no recourse to any
ESM Members.

Differences in accounting methodology may be material to an understanding of the financial
information contained in this Information Memorandum.

The Issuer prepares financial statements in accordance with the general principles of the Directive
86/635/EEC of the Council of the European Communities of 8 December 1986 on the annual accounts and
consolidated accounts of banks and other financial institutions, as amended by Directive 2001/65/EC of 27
September 2001, by Directive 2003/51/EC of 18 June 2003 and by Directive 2006/46/EC of 14 June 2006,
as amended ("EU GAAP"). The preparation of financial statements in conformity with EU GAAP requires
the use of certain critical accounting estimates. Certain differences exist between EU GAAP and both the
International Financial Reporting Standards, as adopted by the European Union ("IFRS") and accounting
principles generally accepted in the United States ("U.S. GAAP"), and these differences may be material
to an understanding of the financial information contained in this Information Memorandum. This
Information Memorandum does not discuss any significant differences between EU GAAP and both IFRS
and U.S. GAAP, notably in relation to presentation, valuation and disclosure, as they apply to the Issuer.
The Issuer's financial statements in this Information Memorandum have not been reconciled to IFRS or
U.S. GAAP, and the Issuer does not intend to reconcile future financial statements to IFRS or U.S. GAAP.
Prospective investors should consult their own financial or accounting advisors for an understanding of the
differences between EU GAAP, IFRS and U.S. GAAP and how these differences might affect the financial
information contained herein. The Issuer’s financial statements as of and for the years ended 31 December
2017, 2018 and 2019, including its accounting policies, are incorporated by reference in this Information
Memorandum and are also published on its website.

The importance of creditworthiness and liquidity in ESM investment and treasury operations may lead
to a negative return on the investment of ESM’s paid-in capital, reserves, and/or liquidity buffer.

The paid-in capital, reserve fund, and the liquidity awaiting disbursement by the ESM pursuant to lending
programmes or to meet other financial obligations of the ESM (the "liquidity buffer™) are invested in



accordance with guidelines defined by the ESM Members through the Board of Directors. Those guidelines
prioritise the creditworthiness and liquidity of target assets over the return on investments. In a low or
negative yield environment, fulfilling the creditworthiness and liquidity objectives may require the ESM to
accept a negative return on the investment of any one or all of its paid-in capital, its reserve fund, or its
liquidity buffer. The ESM has actively diversified its investments and continues to look for additional
measures to mitigate the impact of the negative yield environment, in line with its guidelines and its
mandate. Nonetheless, a large part of the ESM's assets are held in cash at euro area central banks with
negative interest rate remuneration or invested in securities with negative yield. The persistence of this
environment has significantly negatively affected the ESM’s results in 2017, 2018 and 2019 and is expected
to continue to significantly negatively affect the ESM’s results.

Risk Factors relating to the Notes
The Notes may not be a suitable investment for all investors.

Each potential investor should determine the suitability of investing in the Notes in light of its own
circumstances. In particular, each potential investor should:

(i have sufficient knowledge and experience to meaningfully evaluate the relevant Notes, the merits
and risks of investing in the relevant Notes and the information contained in this Information
Memorandum;

(i) have access to, and knowledge of, appropriate analytical tools to evaluate, in the context of its

particular financial situation, an investment in the relevant Notes and the impact such investment
will have on its overall investment portfolio;

(iii) have sufficient financial resources and liquidity to bear all of the risks of an investment in the
Notes, including Notes with principal or interest payable in one or more currencies, or where the
currency for principal or interest payments is different from the currency in which such potential
investor’s financial activities are principally denominated,;

(iv) understand thoroughly the terms of the relevant Notes and be familiar with the behaviour of any
relevant indices and financial markets; and

(V) be able to evaluate (either alone or with the help of a financial adviser) possible scenarios for
economic, interest rate and other factors that may affect its investment and its ability to bear the
applicable risks.

Some Notes are complex financial instruments. A potential investor should not invest in Notes that are
complex financial instruments unless it has the expertise (either alone or with the assistance of a financial
adviser) to evaluate how the Notes will perform under changing conditions, the resulting effects on the
value of such Notes and the impact this investment will have on the potential investor’s overall investment
portfolio.

The trading market for debt securities may be volatile and may be adversely impacted by many events.

The trading market for debt securities is influenced by financial market conditions and, to varying degrees,
interest rates, currency exchange rates and inflation rates in other European and other industrialised
countries.

The trading market for debt securities is also influenced by changes in political conditions and changes in
central bank policies, in Europe and elsewhere. For example, changes in asset-purchasing programmes or
other quantitative easing by central banks, including the ECB's policy of secondary market purchases of
securities issued by eligible international organisations and multilateral developments such as the ESM,
could affect the trading market for the Notes.

There is a risk that financial market conditions, political conditions and changes in central bank policy in
Europe or elsewhere may cause market volatility, lack of liquidity or decreases in the market value of the
Notes.



The Notes contain no events of default.

The Notes do not include any events of default that would entitle a Noteholder to give notice that such Note
is immediately due and repayable.

An active trading market for the Notes may not develop and there may be limited liquidity for the Notes.

The Programme allows for Notes to be admitted to the Regulated Market of the Luxembourg Stock
Exchange, or to be admitted to listing, trading and/or quotation by such other further listing authorities,
stock exchanges, regulated markets and/or quotation systems as may be agreed with the Issuer. The Notes
may also be unlisted. In all cases, but particularly in the case of unlisted Notes, the Notes may have no
established trading market when issued and there can be no assurance that an active trading market for the
Notes will develop, or, if one does develop, that it will be maintained or that it will provide the holder of
Notes with sufficient liquidity. If an active trading market for the Notes does not develop or is not
maintained, the market price and liquidity of the Notes may be adversely affected.

The Issuer is entitled to buy the Notes in the secondary market, as described in Condition 8, and the Issuer
may issue further Notes of a Series, as described in Condition 16. Such transactions may favourably or
adversely affect the market value and liquidity of the Notes. Additional and competing products introduced
in the markets might adversely affect the value and liquidity of the Notes. Accordingly, the purchase of the
Notes is suitable only for investors who can bear the risks associated with a lack of liquidity in the Notes
and the financial and other risks associated with an investment in the Notes.

Any early redemption at the option of the Issuer, if provided for in any Final Terms for a particular issue
of Notes, could cause the yield received by Noteholders to be considerably less than anticipated.

The Final Terms for a particular Series of Notes may provide for early redemption at the option of the
Issuer. As a consequence, the yields received upon redemption may be lower than expected, and the
redeemed face amount of the Notes may be lower than the purchase price for the Notes paid by the
Noteholder. As a consequence, part of the capital invested by the Noteholder may be lost, so that the
Noteholder in such case would not receive the total amount of the capital invested. In addition, investors
that choose to reinvest monies they receive through an early redemption may be able to do so only in
securities with a lower yield than the redeemed Notes. A partial redemption of the Notes of a particular
Series may also adversely affect liquidity for the remaining outstanding Notes of such Series.

The Notes may be subject to exchange rate risks.

The Issuer will pay principal and interest on the Notes in the Specified Currency. This presents certain risks
relating to currency conversions if an investor’s financial activities are denominated principally in a
currency or currency unit (the "Investor’s Currency") other than the Specified Currency. These include
the risk that exchange rates may significantly change (for example, due to devaluation of the Specified
Currency or revaluation of the Investor’s Currency) and the risk that authorities with jurisdiction over the
Investor’s Currency may impose or modify exchange controls which could adversely affect an applicable
exchange rate. The Issuer does not have any control over the factors that generally affect these risks, such
as economic, financial and political events and the supply and demand for applicable currencies. In recent
years, exchange rates between certain currencies have been volatile and could continue to be volatile in the
future. An appreciation in the value of the Investor’s Currency relative to the Specified Currency would
decrease (i) the Investor’s Currency-equivalent yield on the Notes, (ii) the Investor’s Currency-equivalent
value of the principal payable on the Notes and (iii) the Investor’s Currency-equivalent market value of the
Notes.

The Notes are subject to interest rate risks.

Investment in the Notes involves the risk that subsequent changes in market interest rates may adversely
affect the market value of the Notes.

The Issuer shall not pay any additional amounts in case of withholding.

In the event of any withholding or deduction for reason of taxes required by applicable law on any payments
made by the Issuer under the Notes, the Notes do not include any provision requiring the Issuer to pay any
additional amounts in respect of any such withholding or deduction nor any provision entitling or obliging
the Issuer to redeem any such Notes.



The ESM is established as an international financial institution with certain immunities under the ESM
Treaty and, except to the extent it has waived such immunities, it may be difficult to obtain or enforce
judgments against it regardless of any waiver of immunity.

The ESM s established as an international financial institution under the ESM Treaty. The ESM Treaty
grants the ESM wide-ranging immunities.

Condition 19(b) of the Notes requires that any dispute arising out of or in connection with the terms of the
Notes must be submitted to the exclusive jurisdiction of the courts of Luxembourg City (Grand Duchy of
Luxembourg). The ESM has agreed in relation to the Notes (to the extent permitted by law and the ESM
Treaty) solely in respect of the proceedings described in Condition 19(b) to waive irrevocably its immunity
from suit. This waiver does not extend to (i) any dispute or controversy relating to non-contractual
obligations, (ii) any measure of execution, or (iii) any other proceedings (including actions under the
securities laws of Luxembourg, the United States or any other jurisdictions) and does not imply a waiver
of any other privileges and immunities from which the Issuer may benefit under the ESM Treaty or the
laws of the relevant jurisdiction. Therefore, making a claim against the ESM arising out of or in connection
with the terms of the Notes in jurisdictions outside Luxembourg, and enforcing any judgement which is
obtained, whether in Luxembourg or elsewhere, may be difficult or impossible.

The decision of the majority of Noteholders may bind all holders of the Notes.

Condition 15 (Meetings of Holders; Modifications and Waivers) of the terms and conditions of the Notes
contains provisions for calling meetings of Noteholders to consider matters affecting their interests
generally, including a modification to the terms and conditions of the Notes. These provisions permit
defined majorities to bind all Noteholders including Noteholders who did not attend and vote at the relevant
meeting and Noteholders who voted in a manner contrary to the majority, as well as Noteholders across
different series of Notes in the case of Cross-Series Modification. The general meeting may deliberate on
any proposal relating to the modification of the terms and conditions of the Notes including any proposal,
whether for arbitration or settlement, relating to rights in dispute or which were the subject of judicial
decisions as more fully described in Condition 15. It is possible, via such a general meeting, that a majority
of Noteholders could consent to the adoption of measures through a general meeting that would modify the
Terms and Conditions in a way that could impair or limit the rights of the Noteholders.

The credit ratings assigned to the Notes and/or to the Issuer may not reflect all factors that could affect
the value of the Notes.

The ESM has solicited ratings from Fitch, Moody’s and S&P. One or more independent credit rating
agencies may assign credit ratings to the Notes and/or to the Issuer. The Notes and/or Issuer have received,
and may continue to receive, unsolicited ratings. The ratings, whether solicited or unsolicited, may not
reflect the potential impact of all risks related to the structure, market and additional factors discussed in
this Information Memorandum, or other factors that may affect the value of the Notes, and the ratings are
subject to change. A credit rating is not a recommendation to buy, sell or hold securities, does not address
the likelihood or timing of repayment and may be revised, suspended or withdrawn by the rating agency at
any time.

Investors will not be able to calculate in advance their rate of return on Floating Rate Notes.

A key difference between Floating Rate Notes and Fixed Rate Notes is that interest income on Floating
Rate Notes cannot be anticipated. Due to varying interest income, investors are not able to determine a
definite yield of Floating Rate Notes at the time they purchase them, so that their return on investment
cannot be compared with that of investments having fixed interest periods. If the terms and conditions of
the Notes provide for frequent interest payment dates, investors are exposed to the reinvestment risk if
market interest rates decline.

The regulation and reform of "benchmarks' may adversely affect the value of Notes linked to such
"benchmarks™.

The London Interbank Offered Rate ("LIBOR"), the Euro Interbank Offered Rate ("EURIBOR") and other
types of rates and indices which are deemed to be "benchmarks" are the subject of ongoing national and
international regulatory discussions and proposals for reform. Some of these reforms are already effective
while others are still to be implemented.



Regulation (EU) No. 2016/1011 (the "Benchmarks Regulation™) on indices used as benchmarks in
financial instruments and financial contracts or to measure the performance of investment funds became
applicable from 1 January 2018. The Benchmarks Regulation applies to the provision of benchmarks, the
contribution of input data to a benchmark and the use of a benchmark, within the EU. The Benchmarks
Regulation could have a material impact on any Notes linked to LIBOR, EURIBOR or another benchmark
rate, in particular, if the methodology or other terms of the benchmark are changed in order to comply with
the terms of the Benchmark Regulation, and such changes could (amongst other things) have the effect of
reducing or increasing the rate, or affecting the volatility of the published rate, of the benchmark. More
broadly, any of the international, national or other proposals for reform, or the general increased regulatory
scrutiny of benchmarks, could increase the costs and risks of a benchmark and complying with any such
regulations or requirements. Such factors may have the effect of discouraging market participants from
continuing to administer or contribute to certain "benchmarks", trigger changes in the rules or
methodologies used in certain "benchmarks"” or lead to the discontinuance or unavailability of quotes of
certain "benchmarks".

As an example of such benchmark reforms, on 27 July 2017, the UK Financial Conduct Authority
announced that it will no longer persuade or compel banks to submit rates for the calculation of the LIBOR
benchmark after 2021 and, on 12 July 2018, announced that the LIBOR benchmark may cease to be a
regulated benchmark under the Benchmark Regulation. Such announcements indicate that the continuation
of LIBOR on the current basis (or at all) cannot and will not be guaranteed after 2021. In addition, on 29
November 2017, the Bank of England and the FCA announced that, from January 2018, its working group
on Sterling risk free rates has been given a mandate to implement a broad-based transition to the Sterling
Overnight Index Average ("SONIA") over the next four years across sterling bond, loan and derivative
markets so that SONIA is established as the primary sterling interest rate benchmark by the end of 2021.

On 21 September 2017, the European Central Bank announced that it would be part of a new working group
tasked with the identification and adoption of a "risk free overnight rate” which can serve as a basis for an
alternative to current benchmarks used in a variety of financial instruments and contracts in the euro area.
On 13 September 2018, the working group on Euro risk-free rates recommended the new Euro short-term
rate ("€STR") as the new risk-free rate for the euro area. The €STR was published for the first time on 2
October 2019. Although EURIBOR has been reformed in order to comply with the terms of the Benchmarks
Regulation, it remains uncertain as to how long it will continue in its current form, or whether it will be
further reformed or replaced with €STR or an alternative benchmark.

The elimination of LIBOR, EURIBOR or any other benchmark, or changes in the manner of administration
of any benchmark, could require or result in an adjustment to the interest calculation provisions of the
Terms and Conditions of the Notes, or result in adverse consequences to holders of any Notes linked to
such benchmark (including Floating Rate Notes whose interest rates are linked to LIBOR, EURIBOR or
any other such benchmark that is subject to reform).

Investors should be aware that, if it is no longer possible to determine a Reference Rate (as defined under
"Terms and Conditions of the Notes"), the rate of interest on Floating Rate Notes which reference the
Reference Rate will be determined for the relevant period by the fallback provisions applicable to such
Notes. This may result in the effective application of a fixed rate for Floating Rate Notes based on the rate
which was last observed on the Relevant Screen Page (as defined under "Terms and Conditions of the
Notes").

Any such consequences could have a material adverse effect on the liquidity, the market value of and the
return on any such Notes.

Investors should consult their own independent advisers and make their own assessment about the potential
risks imposed by the Benchmarks Regulation reforms or possible cessation or reform of certain reference
rates in making any investment decision with respect to any Notes linked to or referencing a benchmark.

Zero Coupon Notes are subject to higher price fluctuations than interest-bearing notes.

Changes in market interest rates have a substantially stronger impact on the prices of Zero Coupon Notes
than on the prices of interest-bearing Notes because their price is defined as the discounted value of their
redemption amount at maturity, based on prevailing market interest rates. If market interest rates increase,
Zero Coupon Notes can suffer higher price losses than interest-bearing Notes having the same maturity and
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credit rating. Due to this leverage effect, Zero Coupon Notes are a type of investment associated with a
particularly high price risk.

The Notes may be affected by changes in law.

The Notes will be governed by English, Luxembourg or other laws. No assurance can be given as to the
impact of any possible judicial decisions or change to English (or any other relevant) law after the date of
this Information Memorandum, nor can any assurance be given as to whether any such change could
adversely affect the ability of the Issuer to make payments under the Notes or be unfavourable to creditors'
rights, or have an adverse effect on the market value of the Notes..

A Noteholder’s effective yield on the Notes may be diminished due to the tax impact on that Noteholder
of its investment in the Notes.

Payments of interest on the Notes, or profits realised by the Noteholder upon the sale or repayment of the
Notes, may be subject to taxation in the Noteholder’s home jurisdiction or in other jurisdictions in which it
is required to pay taxes. The general tax impact on Noteholders in the United States is described under
"Taxation" below; however, the tax impact on an individual Noteholder may differ from the situation
described for Noteholders generally. The Issuer advises all investors to contact their own tax advisors for
advice on the tax impact of an investment in the Notes.

A Noteholder’s actual yield on the Notes may be reduced from the stated yield due to transaction costs.

When Notes are purchased or sold, several types of incidental costs (including transaction fees and
commissions) are incurred in addition to the current price of the security. These incidental costs may
significantly reduce the return on the Notes for an investor. For instance, financial institutions generally
charge their clients either a fixed minimum or a pro-rata commission, depending on the order value.
Noteholders should take into account that, to the extent that additional parties are involved in executing an
order, including, but not limited to, dealers or brokers, they may also be charged for the brokerage fees,
commissions and other fees and expenses of such parties (third party costs).

In addition to such costs directly related to the purchase of securities (direct costs), Noteholders must also
take into account any ongoing follow-up costs (such as custody fees). Investors should inform themselves
about any additional costs incurred in connection with the purchase, custody or sale of the Notes before
investing in the Notes.

Use of proceeds of Social Bonds may not entirely meet investors' social investment criteria.

The Final Terms relating to any specific Series of Notes may identify that Series of Notes as a “Social
Bond”. If this is the case, the ESM will use the net proceeds of such issue to finance or refinance
disbursements under the Pandemic Crisis Support, through which the recipient ESM Members are expected
to finance or refinance Eligible Social Expenditures (as defined below under "Use of Proceeds). The ESM
may issue Social Bonds up to the amount needed to finance or refinance all Eligible Social Expenditure set
out in the Pandemic Response Plans (as defined below under "COVID-19 and Pandemic Crisis Support™)
entered into between the European Commission (on behalf of the ESM) and ESM Members receiving
Pandemic Crisis Support.

In respect of any Notes issued with a specific use of proceeds, such as a "Social Bond", while the Issuer
considers the stated use of proceeds to be in line with International Capital Market Association (""ICMA")'s
2020 Social Bond Principles, and has received a favourable second-party opinion in this respect from
Sustainalytics, an independent environmental, social and governance (ESG) and corporate governance
research, ratings and analytics firm, there can be no assurance that such use of proceeds will conform to the
investment criteria of each investor.

No assurance or representation is given as to the suitability or reliability for any purpose whatsoever of any
opinion or certification of any third party (whether or not solicited by the ESM) which may be made
available in connection with the issue of any Social Bonds to fulfil any social or other criteria. For the
avoidance of doubt, any such opinion or certification is not, nor shall be deemed to be, incorporated in
and/or form part of this Information Memorandum. Any such opinion or certification is not, nor should be
deemed to be, arecommendation by the ESM or any other person to buy, sell or hold any such Social Bonds.
Any such opinion or certification is only current as of the date that opinion was initially issued. Prospective
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investors must determine for themselves the relevance of any such opinion or certification and/or the
information contained therein and/or the provider of such opinion or certification for the purpose of any
investment in such Social Bonds. Currently, the providers of such opinions and certifications are not subject
to any specific regulatory or other regime or oversight.

Prospective investors should have regard to the information set out below under "Use of Proceeds" (page
91) and the relevant Final Terms regarding such use of proceeds and must determine for themselves the
relevance of such information for the purpose of any investment in such Social Bonds together with any
other investigation such investor deems necessary.

In particular, no assurance is given by the ESM or any other person that the use of such proceeds will have
the social or other impacts intended or satisfy, whether in whole or in part, any present or future investor
expectations or requirements or meet investment criteria or guidelines regarding "social" or such other
equivalent label with which such investor or its investments are required to comply or that no adverse social
or other impacts will occur during the implementation of such projects.

Furthermore, there is currently no clear definition (legal, regulatory or otherwise) of, nor market consensus
as to what constitutes, a "social” or an equivalently-labelled project nor can any assurance be given that
such a clear definition or consensus will develop over time.

In the event that any such Notes are listed or admitted to trading on any dedicated "social" or other
equivalently-labelled segment of any stock exchange or securities market (whether or not regulated), no
representation or assurance is given by the ESM or any other person that such listing or admission satisfies,
whether in whole or in part, any present or future investor expectations or requirements or meets investment
criteria or guidelines with which such investor or its investments are required to comply.

In addition, the criteria for any such listing or admission to trading may vary from one stock exchange or
securities market to another. No representation or assurance is given or made by the ESM or any other
person that any such listing or admission to trading will be obtained or maintained in respect of any such
Notes.

The ESM aims to apply the net proceeds of any such Social Bonds as specified below under "Use of
Proceeds". However, there can be no assurance that a Eligible Social Expenditure will be in fact made by
the relevant ESM Member/Borrower within any specified period or at all or that the results or outcome
originally expected or anticipated by the ESM will be achieved.
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DOCUMENTS INCORPORATED BY REFERENCE

The information contained in the following documents shall be deemed to be incorporated by reference in,
and to form part of, this Information Memorandum and purchasers of the Notes shall be deemed to have
notice thereof as if all such information was set out in full in this Information Memorandum:

1) the audited financial statements of the Issuer as of and for the year ended on 31 December 2019
as set out on pages 72 to 123 in the Issuer's 2019 Annual Report;

2 the audited financial statements of the Issuer as of and for the year ended on 31 December 2018
as set out on pages 78 to 127 in the Issuer's 2018 Annual Report;

?3) the audited financial statements of the Issuer as of and for the year ended on 31 December 2017
as set out on pages 72 to 115 in the Issuer's 2017 Annual Report;

4 all amendments and supplements to this Information Memorandum prepared from time to time by
the Issuer,

save that any statement contained herein or in any document which is incorporated by reference herein shall
be deemed to be modified or superseded for the purposes of this Information Memorandum to the extent
that a statement contained in any subsequent document modifies or supersedes such earlier statement.
References to this "Information Memorandum™ shall be taken to mean this document and all the documents
from time to time incorporated by reference herein and forming part thereof.

This Information Memorandum and any documents incorporated by reference into this Information
Memorandum will be made available for viewing in electronic form on the website of the Luxembourg
Stock Exchange at the following address (www.bourse.lu) and on the website of the Issuer
(https://www.esm.europa.eu/investors/esm/legal-documents and https://www.esm.europa.eu/publications
respectively).

The information on the website of the Issuer does not form part of this Information Memorandum (except
to the extent that that information is expressly incorporated by reference by this Information Memorandum).

Similarly, the information on the ESM Social Bond Programme Website (as defined below under "Use of

Proceeds™) is for information purposes only and is not incorporated by reference in this Information
Memorandum.
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SELECTED FINANCIAL INFORMATION OF THE ISSUER

The selected financial information below should be read in conjunction with the audited financial
statements of the ESM and notes thereto incorporated by reference in this Information Memorandum.

The ESM’s audited financial statements have been prepared in accordance with the general principles of
the Directive 86/635/EEC of the Council of the European Communities of 8 December 1986 on the annual
accounts and consolidated accounts of banks and financial institutions, as subsequently amended.

Profit and Loss Account
For the financial year ended 31 December

(in euro thousands)

2019 2018 2017
Interest receivable and similar income
On loans and advances to credit iNStitUtions.............cocoocoecivennnne 1,800 1,688 304
On loans and advances to euro area Member States.............cccovu.e 1,178,881 1,189,777 938,764
On debt securities including fixed-income securities® .................... 124,846 76,784 59,759
ON DS ISSUBHZ.......vvveecise ettt 116,474 102,783 95,744
423,461 259,200 71,339
1,845,462 1,630,232 1,165,910
Interest payable and similar charges
On cash and cash eqUIVAIENES®...........c.everureieierineeiesese e (285,828) (301,295) (273,744)
On l0ans to credit INStIEULIONS.........c.covvceeiierreee e (21,522) (2,450) (329)
ON AEDES ISSUBHZ. ..ot snsenses (830,357) (779,038) (677,873)
On debt securities including fixed-income securities? .................... (10,402) (7,880) (7,937)
ONET o (671,059) (508,420) (159,942)
(1,819,168) (1,599,083) (1,119,825)
Commissions PayabIe ..o 17 (19) (26)
Other operating iNCOME .........cccovviiiiiceer s 34,833 34,277 37,709
Net profit on financial OPerations .............cocoveeerirrnscenennnsecees 63,848 44,333 27,174
General administrative expenses
SHAFF COSES...cvvureicieir et s (32,967) (32,431) (31,166)
Wages and SAIArIES ... (24,012) (23,419) (22,841)
SOCIAl SECUNILY ...t (8,955) (9,012) (8,325)
Of which relating to Pension ...........ccccccevvrneiicceisneeees (7,751) (7,924) (7,074)
Other adminiStrative EXPENSES. .......c.oueveeruiererreseeeereireseeeeseessesnses (38,651) (33,768) (29,019)
(71,618) (66,199) (60,185)
Value adjustments in respect of intangible and tangible assets........ (1,624) (1,258) (1,099)
Profit before extraordinary items 51,716 42,283 49,658
EXtraordinary iNCOME ........ccoueurieurnieeirieineee s eneseeseees 237,947 242,465 18,930
Profit for the financial Year ... 289,663 284,748 68,588
Note:

1. Inview of the low or negative interest rate environment, the ESM discloses interest received from securities held as assets (see
the line item "Interest receivable and similar income - On debt securities including fixed-income securities") separately from
interest payable on such assets (see the line item "Interest payable and similar charges - On debt securities including fixed-
income securities").

2. Inview of the low or negative interest rate environment, the ESM discloses interest payable on securities issued by the ESM
(i.e. liabilities) (see the line item "Interest payable and similar charges - On debts issued") separately from interest received from
such liabilities (see the line item " Interest receivable and similar income - On debts issued").

3. Inview of the low or negative interest rate environment, the ESM discloses interest received from cash and cash equivalents
held as assets (€Nil in 2019, 2018 and 2017) separately from interest payable on cash and cash equivalents held as assets (see
the line item "Interest payable and similar charges - On cash and cash equivalents").
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Balance Sheet
As of 31 December

(in euro thousands)

2019 2018 2017
Assets
Cash in hand, balances with central banks and post office banks ........ 64,973,149 65,245,717 74,288,120
Loans and advances to credit institutions
Other 10ans and A0VANCES .........cuururerreereisresessesessesssssesesssssssssessesens 6,412,889 1,291,715 369,174
6,412,889 1,291,715 369,174
Loans and advances to euro area Member States..........c.cccceeverrnceens 89,894,688 89,894,688 76,194,688
Debt securities including fixed-income securities
Issued by public BOGIES .....c.ccvuviiriererrce e 14,637,717 8,327,012 10,971,804
Issued by other borrowers 18,932,878 17,255,918 9,918,880
33,570,595 25,582,930 20,890,684
INTANGIDIE @SSETS ......vvviiiri b 18 36 36
Tangible assets................ 6,474 7,207 4,664
Subscribed capital UNPaid...........cccovrieiiinee s 624,250,300 624,250,300 624,250,300
Subscribed capital called but NOt paid ..........cccooevieeinnnnneene - 65,440 175,120
Prepayments and accrued iNCOME ........ccoovveueeirinininieieeniss e 863,108 777,929 820,833
TOTAL BSSEES oo 819,971,221 807,115,962 796,993,619
Liabilities
Amounts owed to credit iNStILULIONS ...........coeiriiinirciiecceene 330,950 277,202 32,600
Debt evidenced by certificates
Debt SECUNITIES 1N ISSUE ......vvviiiiecteciciet e 110,413,094 98,393,959 89,201,083
110,413,094 98,393,959 89,201,083
Other [aDIlItIes. .....c.ovevriiercccce e 10,824 9,503 8,488
Accruals and deferred income 1,336,786 1,147,623 789,576
TOtAl HADIITIES ...t 112,091,654 99,828,287 90,031,747
Shareholders' equity
SubsCribed Capital.........coccviiriicriee e 704,798,700 704,798,700 704,798,700
Fair ValUE FESEIVE ...t 442,403 140,174 99,119
RESEIVE FUNG ..o 2,348,801 2,064,053 1,995,465
Profit for the financial Year ... 289,663 284,748 68,588
Total shareholders' eqUItY ... 707,879,567 707,287,675 706,961,872
Total equity and lADIlItIES ...........c...covrverieriiieeeess s 819,971,221 807,115,962 796,993,619
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Statement of Cash Flows

For the financial year ended 31 December

(in euro thousands)

Cash flows from operating activities
Profit for the financial Year..........ccccceiiiniccie s

Adjustment for Value adjustments in respect of tangible and intangible assets..
Changes in tangible and intangible assets ...
Changes in other Habilities ..o
Changes in accrued interest and interest reCeived............coevevnrrecicninnniceeens
Changes iN PrePayMENTS ........c.ccuiueieriiriiietieeeies st
Changes in accruals and deferred income and interest paid ...........ccccoevrreenens
INTErESE FECRIVE........iiiiici s
Up-front service fee reCIVE ...........oociiiiiicciicis s
INEErESE PAIA.....c.eeeeicii bbb

Net cash flow provided by operating activities...........ccccoevveerinnnsecieenenn

Cash flows from investing activities
Change in debt securities including fixed-income securities.............c.ccoeoeennnens
Change in loans and advances to credit iNStitUtIONS...........ccocovrrreieninirceens
Net loans disbursed during the Year ...........ocoeeeernnreeneeee s
Changes in amounts owed to credit institutions

Net cash flow provided/used in investing activities.............cccccoevvrrnninicnene

Cash flows from financing activities
Payment Of CAPItal ...
Changes in debt SECUTTtIES 1N ISSUE .........vcveueiirieriiciienieeeee e

Net cash flow provided by financing activities ............ccccovvecinnncccinennnn,

Net increase/decrease in cash and cash equivalents.............cccoccceevnnnnincnnen
Cash and cash equivalents at the beginning of the financial year..............c.cc......
Cash and cash equivalents at the end of the financial year............c.c.ccccceenee
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2019 2018 2017
289,663 284,748 68,588
1,624 1,258 1,099

(873) (3,801) (1,563)

1,321 1,015 (3,580)
(1,303,465)  (1,286,894)  (1,066,941)
(97,199) 190,185  (274,121)
1,017,841 1,010,025 923,222
1,315,485 1,139,613 971,712

- 108,500 51,500

(828,678) (760,478)  (647,877)
395,719 684,171 22,039
(7,685436)  (4,651,191) 9,488,288
(5,121,174) (922,541)  (367,660)
- (13,700,000)  (3,461,738)

53,748 244,602 32,600
(12,752,862)  (19,029,130) 5,691,490
65,440 109,680 109,680
12,019,135 9,192,876 3,542,115
12,084,575 9,302,556 3,651,795
(272,568)  (9,042,403) 9,365,324
65245717 74288120 64,922,796
64,973,149 65245717 74,288,120




TERMS AND CONDITIONS OF THE NOTES

The following is the text of the terms and conditions which, as supplemented, amended and/or replaced by
the relevant Final Terms, will be endorsed on each Note in definitive or individual certificate form issued
under the Programme. The terms and conditions applicable to any Note in global form will differ from
those terms and conditions which would apply to the Note were it in definitive or individual certificate form
to the extent described under "Form of Notes" below.

L.
(@)

(b)

(©

@)

Introduction

Programme: The European Stability Mechanism, an international financial institution established
by the ESM Treaty and with its seat and principal office in Luxembourg (the "Issuer"), has
established a Debt Issuance Programme (the "Programme") for the issuance of notes (the
"Notes™). Notes issued under the Programme are obligations of the Issuer only and not of any
Member State.

Final Terms: Notes issued under the Programme are issued in Series, each of which may comprise
one or more Tranches. Each Tranche is the subject of Final Terms which supplement these
Conditions. The terms and conditions applicable to any particular Tranche of Notes are these
Conditions as modified or supplemented by the relevant Final Terms. In the event of any
inconsistency between these Conditions and the relevant Final Terms, the relevant Final Terms
shall prevail for the purpose of the relevant Tranche.

Deed of Covenant: Bearer Notes in global form which are governed by English law have the
benefit of a deed of covenant dated on or about 28 September 2018 (the "Deed of Covenant™)
entered into by the Issuer. Registered Notes which are governed by English law are constituted by
the Deed of Covenant.

Interpretation

Definitions: In these Conditions the following expressions have the following meanings:
"Accrual Yield" has the meaning given in the relevant Final Terms;

"Agents"” means the Issuing and Paying Agent, the Registrar and the Transfer Agent;
"Bearer Notes" means Notes in bearer form;

"Business Day" means, unless otherwise specified in the relevant Final Terms, a day (other than
a Saturday or Sunday) on which commercial banks are open for business in Luxembourg; provided
that such day shall also be, in relation to a transfer of

@) cash denominated in euro, a day on which TARGET?2 is open for the settlement of
payments in euro;

(b) cash denominated in another currency, a day on which commercial banks are open for
business in the Principal Financial Centre, if any, of the currency of such payment;

(c) securities, a day on which the relevant Clearing System is open for the acceptance and
execution of settlement instructions; and

(d) Note Certificates, a day on which commercial banks are open for business in the city in
which the Registrar or (as the case may be) the relevant Transfer Agent has its Specified
Office;

"Business Day Convention" has the meaning given in the relevant Final Terms;

"Calculation Agent" means such Person specified in the relevant Final Terms as being responsible
for calculating the Rate(s) of Interest and Interest Amount(s) and/or such other amount(s) as may
be specified in the relevant Final Terms;

"Calculation Amount" mean, unless otherwise specified in the relevant Final Terms, the
aggregate principal amount of Notes of a Series outstanding on any Interest Payment Date ;
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"Calculation Period" means any period for which a Day Count Fraction is calculated;

"Clearing System™ means Euroclear, Clearstream Luxembourg, Clearstream Frankfurt, DTC or,
in relation to any Series, any other clearing system as specified in the relevant Final Terms;

"Clearstream Frankfurt" means Clearstream Banking AG, Frankfurt;
"Clearstream Luxembourg" means Clearstream Banking, société anonyme, Luxembourg;
"Coupon Sheet" means, in respect of a Note, a coupon sheet relating to the Note;

"Cross-Series Modification” means a Modification involving (i) the Notes or any agreement
governing the issuance or administration of the Notes, and (ii) the Debt Securities of one or more
other Debt Securities Series or any agreement governing the issuance or administration of such
other Debt Securities provided that all Debt Securities Series affected by the Modification have an
original stated maturity of one year or more and references in any provisions relating to Cross-
Series Modification in these Conditions to Notes, Debt Securities, Holders, Noteholders, Series
and Debt Securities Series shall be construed on the basis of such minimum maturity;

"Day Count Fraction” means, in respect of the calculation of an amount for any Calculation
Period, such day count fraction as may be specified in these Conditions or the relevant Final Terms
and:

@) if "Actual/Actual (ICMA)" is so specified, means:

Q) where the Calculation Period is equal to or shorter than the Regular Period
during which it falls, the actual number of days in the Calculation Period divided
by the product of (1) the actual number of days in such Regular Period and (2)
the number of Regular Periods in any year; and

(i) where the Calculation Period is longer than one Regular Period, the sum of:

(A) the actual number of days in such Calculation Period falling in the
Regular Period in which it begins divided by the product of (1) the
actual number of days in such Regular Period and (2) the number of
Regular Periods in any year; and

(B) the actual number of days in such Calculation Period falling in the next
Regular Period divided by the product of (a) the actual number of days
in such Regular Period and (2) the number of Regular Periods in any
year;

(b) if "Actual/365" or "Actual/Actual (ISDA)" is so specified, means the actual number of
days in the Calculation Period divided by 365 (or, if any portion of the Calculation Period
falls in a leap year, the sum of (A) the actual number of days in that portion of the
Calculation Period falling in a leap year divided by 366 and (B) the actual number of days
in that portion of the Calculation Period falling in a non-leap year divided by 365);

(c) if "Actual/365 (Fixed)" is so specified, means the actual number of days in the
Calculation Period divided by 365;

(d) if "Actual/360" is so specified, means the actual number of days in the Calculation Period
divided by 360;

(e) if "30/360" is so specified, the number of days in the Calculation Period divided by 360,
calculated on a formula basis as follows

[SGOX(Yz _Y1)] +[30X(M 2 Ml)] + (Dz — D1)
360

Day Count Fraction =
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where:

"Y1" is the year, expressed as a number, in which the first day of the Calculation Period
falls;

"Y2" is the year, expressed as a number, in which the day immediately following the last
day included in the Calculation Period falls;

"M1" is the calendar month, expressed as a number, in which the first day of the
Calculation Period falls;

"M2" is the calendar month, expressed as number, in which the day immediately
following the last day included in the Calculation Period falls;

"D1" is the first calendar day, expressed as a number, of the Calculation Period, unless
such number would be 31, in which case D1 will be 30; and

"D." is the calendar day, expressed as a number, immediately following the last day
included in the Calculation Period, unless such number would be 31 and D; is greater
than 29, in which case D, will be 30™;

if "30E/360" or "Eurobond Basis" is so specified, the number of days in the Calculation
Period divided by 360, calculated on a formula basis as follows:

[360 X(Yz _Yl)] +[30X(M2 — M1)] + (Dz — Dl)
360

Day Count Fraction =

where:

"Y1" is the year, expressed as a number, in which the first day of the Calculation Period
falls;

"Y2" is the year, expressed as a number, in which the day immediately following the last
day included in the Calculation Period falls;

"M1" is the calendar month, expressed as a number, in which the first day of the
Calculation Period falls;

"M2" is the calendar month, expressed as a number, in which the day immediately
following the last day included in the Calculation Period falls;

"D1" is the first calendar day, expressed as a number, of the Calculation Period, unless
such number would be 31, in which case D1 will be 30; and

"D2" is the calendar day, expressed as a number, immediately following the last day
included in the Calculation Period, unless such number would be 31, in which case D,
will be 30; and

if "30E/360 (ISDA)" is so specified, the number of days in the Calculation Period divided
by 360, calculated on a formula basis as follows:

[360 x(Y, —Y)] +[30x(M, - M )]+ (D, - D,)
360

Day Count Fraction =

where:

"Y1" is the year, expressed as a number, in which the first day of the Calculation Period
falls;

"Y2" is the year, expressed as a number, in which the day immediately following the last
day included in the Calculation Period falls;
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"M" is the calendar month, expressed as a number, in which the first day of the
Calculation Period falls;

"M:" is the calendar month, expressed as a number, in which the day immediately
following the last day included in the Calculation Period falls;

"D1" is the first calendar day, expressed as a number, of the Calculation Period, unless (i)
that day is the last day of February or (ii) such number would be 31, in which case D
will be 30; and

"D." is the calendar day, expressed as a number, immediately following the last day
included in the Calculation Period, unless (i) that day is the last day of February but not
the Maturity Date or (ii) such number would be 31, in which case D, will be 30,

provided, however, that in each such case the number of days in the Calculation Period is
calculated from and including the first day of the Calculation Period to but excluding the last day
of the Calculation Period;

"Debt Securities" means the Notes and any other bills, bonds, debentures, notes or other debt
securities issued by the Issuer in one or more series with an original stated maturity of more than
one year, and includes any such obligation, irrespective of its original stated maturity, that formerly
constituted a component part of a Debt Security;

"Debt Securities Series" means a Series of Notes, or a tranche of Debt Securities together with
any further tranche or tranches of Debt Securities that in relation to each other and to the original
tranche of Debt Securities are (i) identical in all respects except for their date of issuance or first
payment date, and (ii) expressed to be consolidated and form a single series, and includes the Debt
Securities and any further issuances of Debt Securities;

"DTC" means The Depository Trust Company;

"ESM Treaty" means the ESM Treaty Establishing the European Stability Mechanism between
the Kingdom of Belgium, the Federal Republic of Germany, the Republic of Estonia, Ireland, the
Hellenic Republic, the Kingdom of Spain, the French Republic, the Italian Republic, the Republic
of Cyprus, the Republic of Latvia, the Republic of Lithuania, the Grand Duchy of Luxembourg,
Malta, the Kingdom of the Netherlands, the Republic of Austria, the Portuguese Republic, the
Republic of Slovenia, the Slovak Republic and the Republic of Finland signed in Brussels on 2
February 2012, as amended,;

"Euroclear" means Euroclear Bank S.A./N.V., Brussels;

"Final Redemption Amount” means, in respect of any Note, its principal amount or such other
amount as may be specified in, or determined in accordance with, the relevant Final Terms;

"Final Terms" means the final terms applicable to any Tranche;
"First Interest Payment Date" means the date specified in the relevant Final Terms;

"Holder" means, in relation to Bearer Notes, the holder of such Note and in relation to Registered
Notes, the person in whose name such Registered Note is for the time being registered in the
Register (or, in the case of a joint holding, the first named thereof);

"Interest Amount" means, in relation to the Notes of a Series and in relation to an Interest Period,
the amount of interest payable in respect of such Notes for that Interest Period,;

"Interest Commencement Date" means the Issue Date of the Notes or such other date as may be
specified as the Interest Commencement Date in the relevant Final Terms;

"Interest Determination Date" has the meaning given in the relevant Final Terms;
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"Interest Payment Date™ means the First Interest Payment Date and any date or dates specified
as such in, or determined in accordance with the provisions of, the relevant Final Terms and, if a
Business Day Convention is specified in the relevant Final Terms:

@ as the same may be adjusted in accordance with the relevant Business Day Convention;
or
(b) if the Business Day Convention is the FRN Convention, Floating Rate Convention or

Eurodollar Convention and an interval of a number of calendar months is specified in the
relevant Final Terms as being the Specified Period, each of such dates as may occur in
accordance with the FRN Convention, Floating Rate Convention or Eurodollar
Convention at such Specified Period of calendar months following the Interest
Commencement Date (in the case of the First Interest Payment Date) or the previous
Interest Payment Date (in any other case);

"Interest Period" means each period beginning on (and including) the Interest Commencement
Date or any Interest Payment Date and ending on (but excluding) the next Interest Payment Date;

"lssue Date" has the meaning given in the relevant Final Terms;

"Issuing and Paying Agency Agreement” means the issuing and paying agency agreement
applicable to a Series of Notes, as specified in the relevant Final Terms, being either:

@) (i) an agency letter dated on or about 30 November 2012 between the Issuer and Deutsche
Bundesbank as issuing and paying agent, and (ii) an agency letter dated on or about 30
November 2012 between the Issuer and Clearstream, Frankfurt;

(b) the fiscal agency agreement dated 28 September 2018 between the Issuer and the Bank
of New York Mellon SA/NV, Luxembourg Branch as registrar and transfer agent and the
Bank of New York Mellon, London Branch as paying agent; or

(c) any other issuing and paying agency agreement as specified in the relevant Final Terms.

"Issuing and Paying Agent" means (i) in relation to any Series of Notes to be issued into
Clearstream Frankfurt, Deutsche Bundesbank, (ii) in relation to any Series of Notes to be issued
into Euroclear, Clearstream Luxembourg and/or DTC, the Bank of New York Mellon, London
Branch, or (iii) any other Issuing and Paying Agent as specified in the relevant Final Terms;

"Margin" has the meaning given in the relevant Final Terms;
"Maturity Date" has the meaning given in the relevant Final Terms;

"Meeting" means a meeting of Holders (whether originally convened or resumed following an
adjournment);

"Member State" means the Kingdom of Belgium, the Federal Republic of Germany, the Republic
of Estonia, Ireland, the Hellenic Republic, the Kingdom of Spain, the French Republic, the Italian
Republic, the Republic of Cyprus, the Republic of Latvia, the Republic of Lithuania, the Grand
Duchy of Luxembourg, Malta, the Kingdom of the Netherlands, the Republic of Austria, the
Portuguese Republic, the Republic of Slovenia, the Slovak Republic or the Republic of Finland;

"Modification"” in relation to the Notes means any modification, amendment, supplement or
waiver of the terms and conditions of the Notes or any agreement governing the issuance or
administration of the Notes, and has the same meaning in relation to the Debt Securities of any
other Debt Securities Series save that any of the foregoing references to the Notes or any
agreement governing the issuance or administration of the Notes shall be read as references to
such other Debt Securities or any agreement governing the issuance or administration of such other
Debt Securities;

"New ESM Notes" means Notes issued by the Issuer for delivery to Holders if so specified in the

relevant Final Terms in relation to a Call Option, the characteristics of such Notes and of their
delivery being described in the relevant Final Terms;
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"Non-Reserved Matter" means any Modification of the terms and conditions of the Notes or of
any agreement governing the issuance or administration of the Notes that would affect a matter
other than a Reserved Matter;

"Note Certificate" means a certificate issued to each Holder of Registered Notes in respect of its
registered holding;

"Optional Redemption Amount (Call)" means, in respect of any Note, such amount as may be
specified in, or determined in accordance with, the relevant Final Terms;

"Optional Redemption Date (Call)" has the meaning given in the relevant Final Terms;

"Person” means any individual, company, corporation, firm, partnership, joint venture,
association, organisation, state or agency of a state or other entity, whether or not having separate
legal personality;

"Principal Financial Centre" means, in relation to any currency, the principal financial centre
for that currency provided, however, that in relation to euro, it means the principal financial
centre of such Member State of the European Communities as is selected (in the case of a payment)
by the payee or (in the case of a calculation) by the Calculation Agent;

"Rate of Interest" means the rate or rates (expressed as a percentage per annum) of interest
payable in respect of the Notes specified in the relevant Final Terms or calculated or determined
in accordance with the provisions of these Conditions and/or the relevant Final Terms;

"Redemption Amount” means, in respect of a Note, the Final Redemption Amount or the
Optional Redemption Amount (Call);

"Reference Banks" has the meaning given in the relevant Final Terms or, if none, four major
banks selected by the Calculation Agent in the market that is most closely connected with the
Reference Rate;

"Reference Rate" means LIBOR, EURIBOR or such other Reference Rate as may be specified in
the relevant Final Terms for the purposes of calculating the Rate of Interest in respect of Floating
Rate Notes;

"Register" means the register of Registered Notes maintained by the Registrar;
"Registered Notes" means Notes in registered form;

"Registrar" has the meaning given in the relevant Final Terms;

"Regular Period" means:

(@) in the case of Notes where interest is scheduled to be paid only by means of regular
payments, each period from and including the Interest Commencement Date to but
excluding the First Interest Payment Date and each successive period from and including
one Interest Payment Date to but excluding the next Interest Payment Date;

(b) in the case of Notes where, apart from the first Interest Period, interest is scheduled to be
paid only by means of regular payments, each period from and including a Regular Date
falling in any year to but excluding the next Regular Date, where "Regular Date™" means
the day and month (but not the year) on which any Interest Payment Date falls; and

(c) in the case of Notes where, apart from one Interest Period other than the first Interest
Period, interest is scheduled to be paid only by means of regular payments, each period
from and including a Regular Date falling in any year to but excluding the next Regular
Date, where "Regular Date" means the day and month (but not the year) on which any
Interest Payment Date falls other than the Interest Payment Date falling at the end of the
irregular Interest Period,;
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"Relevant Date" means, in relation to any payment, whichever is the later of (a) the date on which
the payment in question first becomes due and (b) if the full amount payable has not been received
in the Principal Financial Centre of the currency of payment by the Issuing and Paying Agent on
or prior to such due date, the date on which (the full amount having been so received) notice to
that effect has been given to the Holders;

"Relevant Screen Page" means the page, section or other part of a particular information service
(including, without limitation, Reuters) specified as the Relevant Screen Page in the relevant Final
Terms, or such other page, section or other part as may replace it on that information service or
such other information service, in each case, as may be nominated by the Person providing or
sponsoring the information appearing there for the purpose of displaying rates or prices
comparable to the Reference Rate;

"Relevant Time" has the meaning given in the relevant Final Terms;

"Reserved Matter" means any Modification of the terms and conditions of the Notes or of any
agreement governing the issuance or administration of the Notes that would:

@) change the date on which any amount is payable on the Notes;

(b) reduce any amount, including any overdue amount, payable on the Notes;

(c) change the method used to calculate any amount payable on the Notes;

(d) reduce the redemption price for the Notes or change any date on which the Notes may be
redeemed;

(e) change the currency or place of payment of any amount payable on the Notes;

()] impose any condition on or otherwise modify the Issuer's obligation to make payments

on the Notes;

(9) change the seniority or ranking of the Notes;
(h) change the law governing the Notes;
(1) change any court to whose jurisdiction the Issuer has submitted in relation to legal

proceedings arising out of or in connection with the Notes;

) change the principal amount of outstanding Notes or, in the case of a Cross-Series
Modification, the principal amount of Debt Securities of any other Debt Securities Series
required to approve a proposed Modification in relation to the Notes, the principal amount
of outstanding Notes required for a quorum to be present, or the rules for determining
whether a Note is outstanding for these purposes;

(k) to change the quorum required at any Meeting or the majority required to pass a resolution;
or
() change the definition of a "Reserved Matter",

and has the same meaning in relation to the Debt Securities of any other Debt Securities Series
save that any of the foregoing references to the Notes or any agreement governing the issuance or
administration of the Notes shall be read as references to such other Debt Securities or any
agreement governing the issuance or administration of such other Debt Securities;

"Series" means a tranche of Notes, together with any further tranche or tranches of Notes that in
relation to each other and to the original tranche of Notes are (i) identical in all respects except for
their issue price, date of issuance or the amount of the first payment of interest, and (ii) expressed
to be consolidated and form a single series;

"Specified Currency" has the meaning given in the relevant Final Terms;

"Specified Denomination(s)" has the meaning given in the relevant Final Terms;

-23-



(b)

@)

(b)

(©
(d)

"Specified Office" means the offices of each of the Agents as set out in the relevant Notes;
"Specified Period" has the meaning given in the relevant Final Terms;

"TARGET?2" means the Trans-European Automated Real-time Gross settlement Express Transfer
system, established by the European Central Bank pursuant to Guideline ECB/2007/2 of 26 April
2007 (OJ L 237, 8.9.2007, p. 1.);

"Transfer Agent" has the meaning given in the relevant Final Terms;

"Tranche" means a tranche of Notes governed by the relevant Final Terms and these Conditions
(as amended, modified or supplemented in the relevant Final Terms), and expressed to be
consolidated and form a single series with other Tranches of the same Series; and

"Zero Coupon Note" means a Note specified as such in the relevant Final Terms.
Interpretation: In these Conditions:
Q) all references to "Notes™ are to the Notes which are the subject of the relevant Final Terms;

(i) if the Notes are Zero Coupon Notes, references to coupons and holders of coupons are
not applicable;

(iii) if talons are specified in the relevant Final Terms as being attached to the Notes at the
time of issue, references to coupons shall be deemed to include references to talons;

(iv) if talons are not specified in the relevant Final Terms as being attached to the Notes at
the time of issue, references to talons are not applicable;

(v) any reference to principal shall be deemed to include the Redemption Amount, any
premium payable in respect of a Note and any other amount in the nature of principal
payable pursuant to these Conditions;

(vi) any reference to interest shall be deemed to include any other amount in the nature of
interest payable pursuant to these Conditions;

(vii) references to Notes being "outstanding™ shall be construed in accordance with the Issuing
and Paying Agency Agreement;

(viii)  ifan expression is stated in Condition 2(a) to have the meaning given in the relevant Final
Terms, but the relevant Final Terms gives no such meaning or specifies that such
expression is "not applicable” then such expression is not applicable to the Notes; and

(ix) any reference to the Issuing and Paying Agency Agreement shall be construed as a
reference to the Issuing and Paying Agency Agreement as amended and/or supplemented
up to and including the Issue Date of the Notes.

Form, Denomination, Title and Transfer

Form: Notes may be issued in bearer form or in registered form (unless otherwise specified in the
relevant Final Terms).

Bearer Notes: Bearer Notes are in the Specified Denomination(s) with coupons and, if specified
in the relevant Final Terms, talons attached at the time of issue. In the case of a Series of Notes
with more than one Specified Denomination, Notes of one Specified Denomination will not be
exchangeable for Notes of another Specified Denomination.

Title to Bearer Notes: Title to Bearer Notes and coupons pertaining thereto will pass by delivery.

Registered Notes: Registered Notes are in the Specified Denomination(s), which may include a
minimum denomination specified in the relevant Final Terms and higher integral multiples of a
smaller amount specified in the relevant Final Terms.
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Title to Registered Notes: The Registrar will maintain the Register in accordance with the
provisions of the Issuing and Paying Agency Agreement. A Note Certificate will be issued to each
Holder of Registered Notes in respect of its registered holding. Each Note Certificate will be
numbered serially with an identifying number which will be recorded in the Register.

Ownership: The Holder shall (except as otherwise required by law) be treated as its absolute
owner for all purposes (whether or not it is overdue and regardless of any notice of ownership,
trust or any other interest therein, any writing thereon or, in the case of Registered Notes, on the
Note Certificate relating thereto (other than the endorsed form of transfer) or any notice of any
previous loss or theft thereof) and no Person shall be liable for so treating such Holder.

Transfers of Registered Notes: Subject to paragraphs (j) (Closed periods) and (k) (Regulations
concerning transfers and registration) below, a Registered Note may be transferred upon
surrender of the relevant Note Certificate, with the endorsed form of transfer duly completed, at
the Specified Office of the Registrar or any Transfer Agent, together with such evidence as the
Registrar or (as the case may be) such Transfer Agent may reasonably require to prove the title of
the transferor and the authority of the individuals who have executed the form of transfer;
provided, however, that a Registered Note may not be transferred unless the principal amount of
Registered Notes transferred and (where not all of the Registered Notes held by a Holder are being
transferred) the principal amount of the balance of Registered Notes not transferred are Specified
Denominations. Where not all the Registered Notes represented by the surrendered Note
Certificate are the subject of the transfer, a new Note Certificate in respect of the balance of the
Registered Notes will be issued to the transferor.

Registration and delivery of Note Certificates: Within five Business Days of the surrender of an
individual note certificate in accordance with paragraph (g) (Transfers of Registered Notes) above,
the Registrar will register the transfer in question and deliver a new Note Certificate of a like
principal amount to the Registered Notes transferred to each relevant Holder at its Specified Office
or (as the case may be) the Specified Office of any Transfer Agent or (at the request and risk of
any such relevant Holder) by uninsured first class mail (airmail if overseas) to the address specified
for the purpose by such relevant Holder.

No charge: The transfer of a Registered Note will be effected without charge by or on behalf of
the Issuer or the Registrar or any Transfer Agent but against such indemnity as the Registrar or (as
the case may be) such Transfer Agent may require in respect of any tax or other duty of whatsoever
nature which may be levied or imposed in connection with such transfer.

Closed periods: Holders may not require transfers to be registered during the period of 15 days
ending on the due date for any payment of principal or interest in respect of the Registered Notes.

Regulations concerning transfers and registration: All transfers of Registered Notes and entries
on the Register are subject to the detailed regulations concerning the transfer of Registered Notes
scheduled to the Issuing and Paying Agency Agreement. The regulations may be changed by the
Issuer with the prior written approval of the Registrar. A copy of the current regulations will be
mailed (free of charge) by the Registrar to any Holder who requests in writing a copy of such
regulations.

Status of the Notes

Notes will be issued on an unsecured, unsubordinated basis and will constitute direct and
unconditional obligations of the Issuer and will at all times rank pari passu among themselves.

Calculation of Interest

Accrual of interest: The Notes bear interest from the Interest Commencement Date at the Rate of
Interest payable in arrear on each Interest Payment Date, subject as provided in Condition 9
(Payments- Bearer Notes) and Condition 10 (Payments- Registered Notes). Notes will cease to
bear interest from the due date for final redemption unless, upon due presentation, payment of the
Redemption Amount is improperly withheld or refused, in which case they will continue to bear
interest in accordance with this Condition 5 (Calculation of Interest) (as well after as before
judgment) until whichever is the earlier of (i) the day on which all sums due in respect of the Notes
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held by the relevant Holder up to that day are received by or on behalf of such Holder and (ii) the
day which is seven days after the Issuing and Paying Agent has notified the Holders that it has
received all sums due in respect of the Notes up to such seventh day (except to the extent that there
is any subsequent default in payment).

Calculation of Interest Amount: The Interest Amount shall be determined by applying the Rate of
Interest (as determined, where applicable, pursuant to Condition 6 (Floating Rate Note and Index-
Linked Interest Note Provisions)) to the Calculation Amount, multiplying the product by the
relevant Day Count Fraction and rounding the resulting figure to the nearest sub-unit of the
Specified Currency (half a sub-unit being rounded upwards). In relation to Floating Rate Notes
and Index-Linked Interest Notes the Interest Amount shall be calculated and published by the
Calculation Agent in accordance with Condition 6 (Floating Rate Note and Index-Linked Interest
Note Provisions).

Payment to Holder: The amount of interest payable to each Holder, for any Interest Period, in
respect of the Notes held by it shall, subject to Condition 9 (Payments- Bearer Notes) and
Condition 10 (Payments- Registered Notes), be an amount calculated by dividing the principal
amount of the Notes held by such Holder, on the relevant Interest Payment Date, by the Calculation
Amount, multiplying the resulting figure by the Interest Amount and rounding such amount to the
nearest sub-unit of the Specified Currency (half a sub-unit being rounded upwards).

For the purposes of this Condition 5 (Calculation of Interest), a "sub-unit" means, in the case of
any currency other than euro, the lowest amount of such currency that is available as legal tender
in the country of such currency and, in the case of euro, means one cent.

Floating Rate Note and Index-Linked Interest Note Provisions

Application: This Condition 6 (Floating Rate Note and Index-Linked Interest Note Provisions) is
applicable to the Notes only if the Floating Rate Note Provisions or the Index-Linked Interest Note
Provisions are specified in the relevant Final Terms as being applicable.

Screen Rate Determination: If Screen Rate Determination is specified in the relevant Final Terms
as the manner in which the Rate(s) of Interest is/are to be determined, the Rate of Interest
applicable to the Notes for each Interest Period will be determined by the Calculation Agent on
the following basis:

Q) if the Reference Rate is a composite quotation or customarily supplied by one entity, the
Calculation Agent will determine the Reference Rate which appears on the Relevant
Screen Page as of the Relevant Time on the relevant Interest Determination Date;

(i) in any other case, the Calculation Agent will determine the arithmetic mean of the
Reference Rates which appear on the Relevant Screen Page as of the Relevant Time on
the relevant Interest Determination Date;

(iii) if, in the case of (i) above, such rate does not appear on that page or, in the case of (ii)
above, fewer than two such rates appear on that page or if, in either case, the Relevant
Screen Page is unavailable, the Calculation Agent will:

(A) request the Principal Financial Centre office of each of the Reference Banks to
provide a quotation of the Reference Rate at approximately the Relevant Time
on the Interest Determination Date to prime banks in the interbank market of the
Principal Financial Centre in an amount that is representative for a single
transaction in that market at that time; and

(B) determine the arithmetic mean of such quotations; and

(iv) if fewer than two such quotations are provided as requested, the Calculation Agent will
determine the arithmetic mean of the rates (being the nearest to the Reference Rate, as
determined by the Calculation Agent) quoted by major banks in the Principal Financial
Centre of the Specified Currency, selected by the Calculation Agent, at approximately
11.00 a.m. (local time in the Principal Financial Centre of the Specified Currency) on the
first day of the relevant Interest Period for loans in the Specified Currency to leading
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European banks for a period equal to the relevant Interest Period and in an amount that
is representative for a single transaction in that market at that time,

and the Rate of Interest for such Interest Period shall be the sum of the Margin and the rate or (as
the case may be) the arithmetic mean so determined; provided, however, that if the Calculation
Agent is unable to determine a rate or (as the case may be) an arithmetic mean in accordance with
the above provisions in relation to any Interest Period, the Rate of Interest applicable to the Notes
during such Interest Period will be the sum of the Margin and the rate or (as the case may be) the
arithmetic mean last determined in relation to the Notes in respect of a preceding Interest Period.

ISDA Determination: If ISDA Determination is specified in the relevant Final Terms as the manner
in which the Rate(s) of Interest is/are to be determined, the Rate of Interest applicable to the Notes
for each Interest Period will be the sum of the Margin and the relevant ISDA Rate where "ISDA
Rate" in relation to any Interest Period means a rate equal to the Floating Rate (as defined in the
ISDA Definitions) that would be determined by the Calculation Agent under an interest rate swap
transaction if the Calculation Agent were acting as Calculation Agent for that interest rate swap
transaction under the terms of an agreement incorporating the ISDA Definitions and under which:

(i) the Floating Rate Option (as defined in the ISDA Definitions) is as specified in the
relevant Final Terms;

(i) the Designated Maturity (as defined in the ISDA Definitions) is a period specified in the
relevant Final Terms; and

(iii) the relevant Reset Date (as defined in the ISDA Definitions) is either (A) if the relevant
Floating Rate Option is based on the London inter-bank offered rate (LIBOR) for a
currency, the first day of that Interest Period or (B) in any other case, as specified in the
relevant Final Terms.

Index-Linked Interest: If the Index-Linked Interest Note Provisions are specified in the relevant
Final Terms as being applicable, the Rate(s) of Interest applicable to the Notes for each Interest
Period will be determined in the manner specified in the relevant Final Terms.

Maximum or Minimum Rate of Interest: If any Maximum Rate of Interest or Minimum Rate of
Interest is specified in the relevant Final Terms, then the Rate of Interest shall in no event be
greater than the maximum or be less than the minimum so specified.

Calculation of other amounts: If the relevant Final Terms specifies that any other amount is to be
calculated by the Calculation Agent, the Calculation Agent will, as soon as practicable after the
time or times at which any such amount is to be determined, calculate the relevant amount. The
relevant amount will be calculated by the Calculation Agent in the manner specified in the relevant
Final Terms.

Publication: The Calculation Agent will cause each Rate of Interest and Interest Amount
determined by it, together with the relevant Interest Payment Date, and any other amount(s)
required to be determined by it together with any relevant payment date(s) to be notified to the
Issuing and Paying Agent and each competent authority, stock exchange and/or quotation system
(if any) by which the Notes have then been admitted to listing, trading and/or quotation as soon as
practicable after such determination but (in the case of each Rate of Interest, Interest Amount and
Interest Payment Date) in any event not later than the first day of the relevant Interest Period.
Notice thereof shall also promptly be given to the Holders. The Calculation Agent will be entitled
to recalculate any Interest Amount without notice in the event of an extension or shortening of the
relevant Interest Period.

Notifications, etc.:  All notifications, opinions, determinations, certificates, calculations,
quotations and decisions given, expressed, made or obtained for the purposes of this Condition 5
(Calculation of Interest) by the Calculation Agent will (in the absence of manifest error) be binding
on the Issuer, the Agents, the Holders and (subject as aforesaid) no liability to any such Person
will attach to the Calculation Agent in connection with the exercise or non-exercise by it of its
powers, duties and discretions for such purposes.
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Zero Coupon Note Provisions

Application: This Condition 7 (Zero Coupon Note Provisions) is applicable to the Notes only if
the Zero Coupon Note Provisions are specified in the relevant Final Terms as being applicable.

Late payment on Zero Coupon Notes: If the Redemption Amount payable in respect of any Zero
Coupon Note is improperly withheld or refused, the Redemption Amount shall thereafter be an
amount equal to the sum of:

(i) the Reference Price; and

(i) the product of the Accrual Yield (compounded annually) being applied to the Reference
Price on the basis of the relevant Day Count Fraction from (and including) the Issue Date
to (but excluding) whichever is the earlier of (i) the day on which all sums due in respect
of such Note up to that day are received by or on behalf of the relevant Holder and (ii)
the day which is seven days after the Issuing and Paying Agent has notified the Holders
that it has received all sums due in respect of the Notes up to such seventh day (except to
the extent that there is any subsequent default in payment).

Redemption and Purchase

Scheduled redemption: Unless previously redeemed, or purchased and cancelled, the Notes will
be redeemed at their Final Redemption Amount on the Maturity Date, subject as provided in
Condition 9 (Payments- Bearer Notes) and Condition 10 (Payments- Registered Notes).

Redemption at the option of the Issuer: If the Call Option is specified in the relevant Final Terms
as being applicable, all, but not some only, of the Notes may be redeemed at the option of the
Issuer on any Optional Redemption Date (Call) at the relevant Optional Redemption Amount (Call)
or, if so specified in the relevant Final Terms, by delivery by the Issuer to the Holders of New
ESM Notes on the Issuer's giving not less than 15 nor more than 30 days' notice to the Holders
(which notice shall be irrevocable and shall oblige the Issuer to redeem the Notes on the relevant
Optional Redemption Date (Call) at the Optional Redemption Amount (Call) plus accrued interest
(if any) to such date or, if so specified in the relevant Final Terms, by delivery of New ESM Notes).

No other redemption: The Issuer shall not be entitled to redeem Notes otherwise than as provided
in paragraph (a) above or as expressly provided in the Final Terms of the relevant issue of Notes.

Early redemption of Zero Coupon Notes: Unless otherwise specified in the relevant Final Terms,
the Redemption Amount payable on redemption of a Zero Coupon Note at any time before the
Maturity Date shall be an amount equal to the sum of:

() the Reference Price; and

(i) the product of the Accrual Yield (compounded annually) being applied to the Reference
Price from (and including) the Issue Date to (but excluding) the date fixed for redemption
or (as the case may be) the date upon which the Note becomes due and payable.

Where such calculation is to be made for a period which is not a whole number of years, the
calculation in respect of the period of less than a full year shall be made on the basis of such Day
Count Fraction as may be specified in the Final Terms for the purposes of this Condition 8(d) or,
if none is so specified, a Day Count Fraction of 30E/360.

Notice of redemption: All Notes in respect of which any notice of redemption is given under this
Condition shall be redeemed on the date specified in accordance with this Condition.

Purchase: The Issuer may at any time purchase Notes in the open market or otherwise and at any
price, provided that all unmatured coupons are purchased therewith.

Cancellation: All Notes so redeemed or purchased by the Issuer and any unmatured coupons

attached to or surrendered with them may be held by the Issuer or resold or may be cancelled and,
if so cancelled, may not be reissued or resold.
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Payments — Bearer Notes
This Condition 9 (Payments - Bearer Notes) is only applicable to Bearer Notes.

Principal: Payments of principal shall be made only against presentation and (provided that
payment is made in full) surrender of Bearer Notes at the Specified Office of the Issuing and
Paying Agent outside the United States by cheque drawn in the currency in which the payment is
due on, or by transfer to an account denominated in that currency (or, if that currency is euro, any
other account to which euro may be credited or transferred) and maintained by the payee with a
bank in the Principal Financial Centre of that currency.

Interest: Payments of interest shall, subject to paragraph (h) below, be made only against
presentation and (provided that payment is made in full) surrender of the appropriate coupons at
the Specified Office of the Issuing and Paying Agent outside the United States in the manner
described in paragraph (a) above.

Payments in New York City: Payments of principal or interest may be made at the Specified Office
of the Issuing and Paying Agent in New York City if (i) the Issuer has appointed the Issuing and
Paying Agent outside the United States with the reasonable expectation that the Issuing and Paying
Agent will be able to make payment of the full amount of the interest on the Notes in the currency
in which the payment is due when due, (ii) payment of the full amount of such interest at the
offices of all the Issuing and Paying Agent is illegal or effectively precluded by exchange controls
or other similar restrictions and (iii) payment is permitted by applicable United States law.

Payments subject to fiscal laws: All payments in respect of the Bearer Notes are subject in all
cases to any applicable fiscal or other laws and regulations in the place of payment, but without
prejudice to the provisions of Condition 11 (Taxation). No commissions or expenses shall be
charged to the Holders in respect of such payments.

Deductions for unmatured coupons: If the relevant Final Terms specify that the Fixed Rate Note
Provisions are applicable and a Bearer Note is presented without all unmatured coupons relating
thereto:

(i) if the aggregate amount of the missing coupons is less than or equal to the amount of
principal due for payment, a sum equal to the aggregate amount of the missing coupons
will be deducted from the amount of principal due for payment; provided, however, that
if the gross amount available for payment is less than the amount of principal due for
payment, the sum deducted will be that proportion of the aggregate amount of such
missing coupons which the gross amount actually available for payment bears to the
amount of principal due for payment;

(i) if the aggregate amount of the missing coupons is greater than the amount of principal
due for payment:

(A) so many of such missing coupons shall become void (in inverse order of
maturity) as will result in the aggregate amount of the remainder of such missing
coupons (the "Relevant Coupons™) being equal to the amount of principal due
for payment; provided, however, that where this sub-paragraph would
otherwise require a fraction of a missing coupon to become void, such missing
coupon shall become void in its entirety; and

(B) a sum equal to the aggregate amount of the Relevant Coupons (or, if less, the
amount of principal due for payment) will be deducted from the amount of
principal due for payment; provided, however, that, if the gross amount
available for payment is less than the amount of principal due for payment, the
sum deducted will be that proportion of the aggregate amount of the Relevant
Coupons (or, as the case may be, the amount of principal due for payment)
which the gross amount actually available for payment bears to the amount of
principal due for payment.
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Each sum of principal so deducted shall be paid in the manner provided in paragraph (a)
above against presentation and (provided that payment is made in full) surrender of the
relevant missing coupons.

Unmatured coupons void: If the relevant Final Terms specifies that this Condition 9(f) is
applicable or that the Floating Rate Note Provisions or the Index-Linked Interest Note Provisions
are applicable, on the due date for final redemption of any Bearer Note, all unmatured coupons
relating thereto (whether or not still attached) shall become void and no payment will be made in
respect thereof.

Payments on Business Days: If the due date for payment of any amount in respect of any Bearer
Note or coupon is not a Business Day in the place of presentation, the Holder shall not be entitled
to payment in such place of the amount due until the next succeeding Business Day in such place
and shall not be entitled to any further interest or other payment in respect of any such delay.

Payments other than in respect of matured coupons: Payments of interest other than in respect of
matured coupons shall be made only against presentation of the relevant Notes at the Specified
Office of the Issuing and Paying Agent outside the United States (or in New York City if permitted
by paragraph (c) above).

Partial payments: If the Issuing and Paying Agent makes a partial payment in respect of any
Bearer Note or coupon presented to it for payment, the Issuing and Paying Agent will endorse
thereon a statement indicating the amount and date of such payment.

Exchange of talons: On or after the maturity date of the final coupon which is (or was at the time
of issue) part of a coupon sheet relating to the Bearer Notes, the talon forming part of such coupon
sheet may be exchanged at the Specified Office of the Issuing and Paying Agent for a further
coupon sheet (including, if appropriate, a further talon but excluding any coupons in respect of
which claims have already become void pursuant to Condition 12 (Prescription). Upon the due
date for redemption of any Bearer Note, any unexchanged talon relating to such Bearer Note shall
become void and no coupon will be delivered in respect of such talon.

Payments - Registered Notes
This Condition 10 (Payments - Registered Notes) is only applicable to Registered Notes.

Principal: Payments of principal shall be made by cheque drawn in the currency in which the
payment is due, or, upon application by a Holder of a Registered Note to the specified office of
the Registrar not later than the fifteenth day before the due date for any such payment, by transfer
to an account denominated in that currency (or, if that currency is euro, any other account to which
euro may be credited or transferred) and maintained by the payee with a bank in the Principal
Financial Centre of that currency (in the case of a sterling cheque, a branch of a bank in the City
of London) and (in the case of redemption) upon surrender (or, in the case of part payment only,
endorsement) of the relevant Note Certificates at the Specified Office of the Registrar.

Interest: Payments of interest shall be made by cheque drawn in the currency in which the
payment is due, or, upon application by a Holder of a Registered Note to the specified office of
the Registrar not later than the fifteenth day before the due date for any such payment, by transfer
to an account denominated in that currency (or, if that currency is euro, any other account to which
euro may be credited or transferred) and maintained by the payee with, a bank in the Principal
Financial Centre of that currency (in the case of a sterling cheque, a town clearing branch of a
bank in the City of London) and (in the case of interest payable on redemption) upon surrender
(or, in the case of part payment only, endorsement) of the relevant Note Certificates at the
Specified Office of the Registrar.

Payments subject to fiscal laws: All payments in respect of the Registered Notes are subject in all
cases to any applicable fiscal or other laws and regulations in the place of payment, but without
prejudice to the provisions of Condition 11 (Taxation). No commissions or expenses shall be
charged to the Holders in respect of such payments.

Payments on Business Days: Where payment is to be made by transfer to an account, payment
instructions (for value the due date, or, if the due date is not a Business Day, for value the next
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succeeding Business Day) will be initiated and, where payment is to be made by cheque, the
cheque will be mailed (i) (in the case of payments of principal and interest payable on redemption)
on the later of the due date for payment and the day on which the relevant Note Certificate is
surrendered (or, in the case of part payment only, endorsed) at the specified office of the Registrar
and (ii) (in the case of payments of interest payable other than on redemption) on the due date for
payment. A Holder of a Registered Note shall not be entitled to any interest or other payment in
respect of any delay in payment resulting from (A) the due date for a payment not being a Business
Day or (B) a cheque mailed in accordance with this Condition 10 (Payments - Registered Notes)
arriving after the due date for payment or being lost in the mail.

Partial payments: If the Registrar makes a partial payment in respect of any Registered Note, the
Issuer shall procure that the amount and date of such payment are noted on the Register and, in
the case of partial payment upon presentation of a Note Certificate, that a statement indicating the
amount and the date of such payment is endorsed on the relevant Note Certificate.

Record date: Each payment in respect of a Registered Note will be made to the person shown as
the Holder in the Register at the opening of business in the place of the Registrar’s specified office
on the fifteenth day before the due date for such payment (the "Record Date™). Where payment
in respect of a Registered Note is to be made by cheque, the cheque will be mailed to the address
shown as the address of the Holder in the Register at the opening of business on the relevant
Record Date.

Taxation

All payments of principal and interest in respect of the Notes and the coupons by or on behalf of
the Issuer shall be made free and clear of, and without withholding or deduction for or on account
of, any present or future taxes, duties, assessments or governmental charges of whatever nature
imposed, levied, collected, withheld or assessed by or on behalf of any jurisdiction or any political
subdivision therein or any authority therein or thereof having power to tax, unless the withholding
or deduction of such taxes, duties, assessments, or governmental charges is required by any
applicable law. In that event, the Issuer shall not be under any obligation to pay any additional
amounts in respect of such withholding or deduction whatsoever.

Prescription

Claims for principal in respect of Bearer Notes shall become void unless the relevant Bearer Notes
are presented for payment within ten years of the appropriate Relevant Date. Claims for interest
in respect of Bearer Notes shall become void unless the relevant coupons are presented for
payment within five years of the appropriate Relevant Date. Claims for principal and interest on
redemption in respect of Registered Notes shall become void unless the relevant Note Certificates
are surrendered for payment within ten years of the appropriate Relevant Date.

Replacement of Notes and Coupons

If any Note or coupon is lost, stolen, mutilated, defaced or destroyed, it may be replaced at the
Specified Office of the Issuing and Paying Agent, in the case of Bearer Notes, or the Registrar in
the case of Registered Notes (and, if the Notes are then admitted to listing, trading and/or quotation
by any competent authority, stock exchange and/or quotation system which requires the
appointment of the Issuing and Paying Agent or Transfer Agent in any particular place, the Issuing
and Paying Agent or the Transfer Agent having its Specified Office in the place required by such
competent authority, stock exchange and/or quotation system), subject to all applicable laws and
competent authority, stock exchange and/or quotation system requirements, upon payment by the
claimant of the expenses incurred in connection with such replacement and on such terms as to
evidence, security, indemnity and otherwise as the Issuer may reasonably require. Mutilated or
defaced Notes or coupons must be surrendered before replacements will be issued.

Agents

The Agents shall act solely as agents of the Issuer and do not assume any obligations towards or
relationship of agency or trust for or with any of the Holders.
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The initial Agents and their initial Specified Offices are listed below. The initial Calculation Agent
(if any) is specified in the relevant Final Terms. The Issuer reserves the right at any time to vary
or terminate the appointment of any Agent and to appoint a successor issuing and paying agent or
Calculation Agent and additional or successor paying agents; provided, however, that:

(i) the Issuer shall at all times maintain an issuing and paying agent; and

(i) if a Calculation Agent is specified in the relevant Final Terms, the Issuer shall at all times
maintain a Calculation Agent; and

(iii) if and for so long as the Notes are admitted to listing, trading and/or quotation by any
competent authority, stock exchange and/or quotation system which requires the
appointment of a paying agent and/or a transfer agent in any particular place, the Issuer
shall maintain a paying agent and/or a transfer agent having its Specified Office in the
place required by such competent authority, stock exchange and/or quotation system.

Notice of any change in any of the Agents or in their Specified Offices shall promptly be given to
the Holders.

Meetings of Holders; Modification and Waiver

Meetings of Holders: The Issuing and Paying Agency Agreement contains provisions for
convening Meetings of Holders to consider matters relating to the Notes, including the
Modification of any provision of these Conditions. Certain provisions of this Condition 15
(Meetings of Holders, Modifications and Waivers) are summaries of the Issuing and Paying
Agency Agreement and are subject to their detailed provisions. Holders are bound by, and are
deemed to have notice of, all the provisions of the Issuing and Paying Agency Agreement.

Convening of Meeting: A Meeting may be convened by the Issuer at any time.

Quorum and Voting: The quorum at any Meeting at which Holders will vote on a proposed
Modification of: (a) a Reserved Matter will be one or more voters present and holding not less
than 66 2/3% of the aggregate principal amount of the Notes then outstanding; and (b) a Non-
Reserved Matter will be one or more voters present and holding not less than 50% of the aggregate
principal amount of the Notes then outstanding.

These Conditions and any agreement governing the issuance or administration of the Notes may
be modified in relation to a Reserved Matter with the consent of the Issuer and: (a) the affirmative
vote of Holders of not less than 75% of the aggregate principal amount of the outstanding Notes
represented at a duly called Meeting; or (b) a written resolution signed by or on behalf of Holders
of not less than 66 2/3% of the aggregate principal amount of the Notes then outstanding.

In the case of a Cross-Series Modification, these Conditions and the terms and conditions of Debt
Securities of any other Debt Securities Series, and any agreement governing the issuance or
administration of the Notes or the Debt Securities of such other Debt Securities Series, may be
modified in relation to a Reserved Matter with the consent of the Issuer and: (a) (i) the affirmative
vote of not less than 75% of the aggregate principal amount of the outstanding Debt Securities
represented at separate duly called Meetings of the holders of the Debt Securities of all the Debt
Securities Series (taken in the aggregate) that would be affected by the proposed Modification; or
(if) a written resolution signed by or on behalf of the holders of not less than 66 2/3% of the
aggregate principal amount of the outstanding Debt Securities of all the Debt Securities Series
(taken in the aggregate) that would be affected by the proposed Modification; and (b) (i) the
affirmative vote of more than 66 2/3% of the aggregate principal amount of the outstanding Debt
Securities represented at separate duly called Meetings of the holders of each Debt Securities
Series (taken individually) that would be affected by the proposed Modification; or (ii) a written
resolution signed by or on behalf of the holders of more than 50% of the aggregate principal
amount of the then outstanding Debt Securities of each Debt Securities Series (taken individually)
that would be affected by the proposed Modification. A separate Meeting will be called and held,
or a separate written resolution signed, in relation to the proposed Modification of the Notes and
the proposed Modification of each other affected Debt Securities Series.
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The provisions of these Conditions relating to Cross-Series Modification shall only apply in
relation to Notes with an original stated maturity of one year or more.

These Conditions and any agreement governing the issuance or administration of the Notes may
be modified in relation to any Non-Reserved Matter with the consent of the Issuer and: (a) the
affirmative vote of Holders of more than 50% of the aggregate principal amount of the outstanding
Notes represented at a duly called Meeting; or (b) a written resolution signed by or on behalf of
Holders of more than 50% of the aggregate principal amount of the outstanding Notes.

Any such resolution duly passed at a Meeting convened and held in accordance with these
Conditions and the provisions of the Issuing and Paying Agency Agreement, and a written
resolution duly signed by the requisite majority of Holders, will be binding on all Holders, whether
or not the Holder was present at the Meeting, voted for or against the resolution or signed the
written resolution.

Modification: The Notes and these Conditions may be amended without the consent of the Holders
to correct a manifest error.

Further Issues

The Issuer may from time to time, without the consent of the Holders, create and issue further
notes having the same terms and conditions as the Notes in all respects (or in all respects except
for the first payment of interest and the issue price) so as to form a single series with the Notes,
provided that further notes that are not fungible with the Notes for U.S. federal income tax
purposes shall have a separate ISIN or other identifying number from the Notes if the Notes were
issued in accordance with Rule 144A. The Issuer may from time to time create and issue other
series of notes.

Notices

Bearer Notes: Notices to the Holders of Bearer Notes shall be valid if published in a leading
English language daily newspaper published in London (which is expected to be the Financial
Times) and, if the Bearer Notes are admitted to trading on the Regulated Market of the
Luxembourg Stock Exchange and it is a requirement of applicable law or regulations, a leading
newspaper having general circulation in Luxembourg (which is expected to be Luxemburger Wort)
or published on the website of the Luxembourg Stock Exchange (www.bourse.lu) or in either case,
if such publication is not practicable, in a leading English language daily newspaper having general
circulation in Europe. Any such notice shall be deemed to have been given on the date of first
publication (or if required to be published in more than one newspaper, on the first date on which
publication shall have been made in all the required newspapers). Holders of coupons shall be
deemed for all purposes to have notice of the contents of any notice given to the Holders of Bearer
Notes.

Registered Notes: Notices to the Holders of Registered Notes shall be sent to them by first class
mail (or its equivalent) or (if posted to an overseas address) by airmail at their respective addresses
on the Register and, if the Registered Notes are admitted to trading on the Luxembourg Stock
Exchange and it is a requirement of applicable law or regulations, notices to Holders will be
published on the date of such mailing in a leading newspaper having general circulation in
Luxembourg (which is expected to be Luxemburger Wort) or published on the website of the
Luxembourg Stock Exchange (www.bourse.lu) or in either case, if such publication is not
practicable, in a leading English language daily newspaper having general circulation in Europe.
Any such notice shall be deemed to have been given on the fourth day after the date of mailing.

Rounding

For the purposes of any calculations referred to in these Conditions (unless otherwise specified in
these Conditions or the relevant Final Terms), (a) all percentages resulting from such calculations
will be rounded, if necessary, to the nearest one hundred-thousandth of a percentage point (with
0.000005 per cent. being rounded up to 0.00001 per cent.), and (b) all amounts paid to Holders
resulting from such calculations will be rounded to the nearest euro cent or, in the case of any
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currency other than euro, to the nearest integer of the lowest unit of such currency that is available
as legal tender in the country of such currency with half such unit being rounded upwards.

Governing Law and Jurisdiction

Governing law: The Notes and all non-contractual obligations arising out of or in connection with
the Notes shall, as specified in the relevant Final Terms, be governed by Luxembourg law, English
law or such other law designated in the relevant Final Terms, except as to matters relating to the
authorisation and execution of the Notes by the Issuer which shall be governed by the ESM Treaty.

Jurisdiction: The courts of Luxembourg-City (Grand Duchy of Luxembourg) shall have exclusive
jurisdiction to settle any dispute arising out of or in connection with the terms of the Notes (a
"Dispute").

Appropriate forum: The Issuer agrees that the courts referred to in Condition 19(b) are the most
appropriate and convenient courts to settle any Dispute and, accordingly, it shall not argue to the
contrary.

Waiver of immunity: The Issuer hereby agrees (to the extent permitted by law and the ESM Treaty)
but solely in respect of the proceedings described in Condition 19(b) to waive irrevocably its
immunity from suit. This waiver shall not extend to (i) any dispute or controversy relating to non-
contractual obligations, (ii) any measure of execution, or (iii) any other proceedings (including
actions under the securities laws of Luxembourg, the United States or any other jurisdictions), and
does not imply a waiver of any other privileges and immunities from which the Issuer may benefit
under the ESM Treaty or the laws of the relevant jurisdiction.
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DESCRIPTION OF THE ISSUER
Overview

The ESM is an international financial institution established by the Treaty Establishing the European
Stability Mechanism (the "ESM Treaty"). It is the successor to the European Financial Stability Facility
(the "EFSF") which was initially set up to address the European sovereign debt crisis in 2010.

The ESM Treaty was signed by the member states of the European Union ("EU") that adopted the euro as
their currency (the "Euro Area Member States" or "ESM Members"!) on 2 February 2012. After
ratification by all Euro Area Member States, the ESM Treaty became effective on 27 September 2012. The
ESM commenced operations on 8 October 2012 and has its seat and principal office in Luxembourg.

The purpose of the ESM is to mobilise funding and provide stability support for the benefit of ESM
Members which are experiencing or are threatened by severe financing problems, if indispensable to
safeguard the financial stability of the euro area as a whole and of each of the ESM Members. The provision
of stability support by the ESM is financed by borrowing in the European and international capital markets
and money markets. In order to finance the operation of the ESM itself, a small margin is then charged to
the ESM Members receiving stability support.

As of 31 July 2020, the ESM had total capital of €704.8 billion subscribed by all ESM Members, of which
€80.5 billion has been paid-in. As of 31 July 2020, ESM had disbursed €41.3 billion to Spain (€23.7 billion
outstanding), €61.9 billion to Greece (€59.9 billion outstanding) and €6.3 billion to Cyprus (€6.3 billion
outstanding), for a total of €109.5 billion (€89.9 billion outstanding). As of 31 July 2020, ESM has issued
€118.2 billion in bills and bonds outstanding.

Capital Structure
Contribution Key and Paid-in Capital

As of 31 July 2020, the ESM had total subscribed capital of €704.8 billion, which has been subscribed by
all ESM Members and of which €80.5 billion has been paid-in, as set forth in the following table (the
"Contribution Key")?:

Subscribed

and paid-in

Percentage Subscribed capital (in
of Shares Number of capital (in thousands of

(%) shares thousands of €) €)

Federal Republic of Germany ...... 26.94 1,899,071 189,907,100 21,703,670
French Republic .........cccccovverienen. 20.23 1,426,131 142,613,100 16,298,640
Italian Republic .........ccccoovivriennann, 17.78 1,253,184 125,318,400 14,322,100
Kingdom of Spain ...........cccceeveuen. 11.82 832,743 83,274,300 9,517,060
Kingdom of the Netherlands ........ 5.68 399,945 39,994,500 4,570,800
Kingdom of Belgium.................... 3.45 243,244 24,324,400 2,779,930
Hellenic Republic.........ccccovrvnen. 2.80 197,044 19,704,400 2,251,930
Republic of Austria..........c.ccceue.e. 2.76 194,718 19,471,800 2,225,350
Portuguese Republic..................... 2.49 175,534 17,553,400 2,006,100
Republic of Finland...................... 1.78 125,744 12,574,400 1,437,070
Ireland ....ooevvvveeeeeeee e, 1.58 111,383 11,138,300 1,272,960
Slovak Republic .........ccccoveennen. 0.82 57,680 5,768,000 659,200
Republic of Slovenia.................... 0.47 32,973 3,297,300 376,830

! Latvia joined the ESM in March 2014 and Lithuania joined the ESM in February 2015. Therefore, where
appropriate, the terms "Euro Area Member States” and "ESM Members™ also include Latvia and Lithuania.

2 Effective 15 January 2020, the contribution key was modified following the end of the 12-year temporary
correction applicable to Malta (following its adoption of the Euro on 1 January 2008) included in the initial
contribution key, pursuant to Article 42 of the ESM Treaty.
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Percentage Subscribed capital (in
of Shares Number of capital (in thousands of

(%) shares thousands of €) €)

Republic of Lithuania................... 0.41 28,634 2,863,400 327,200
Republic of Latvia.........c.ccceevenne. 0.27 19,353 1,935,300 221,200
Grand Duchy of Luxembouryg ...... 0.25 17,519 1,751,900 200,220
Republic of Cyprus...........ccceeueee. 0.19 13,729 1,372,900 156,900
Republic of Estonia............c......... 0.19 13,020 1,302,000 148,800
Malta ..o 0.09 6,338 633,800 72,440
Total...coooevceveece e 100 7,047,987 704,798,700 80,548,400°

The paid-in capital was originally targeted to amount to €80 billion. As of 31 July 2020, and following the
accession of Latvia and Lithuania to the ESM, the paid-in capital amounted to €80.5 billion, and the total
subscribed capital amounted to €704.8 billion. €624.3 billion remains as authorised capital that can be called
in from the ESM Members in proportion to their respective subscription to the authorised capital stock, as
provided in the Contribution Key.

Paid-in capital is not used for lending activity and is invested according to the investment guidelines
described below under "Investment and Dividend Policies".

Authorised capital stock may not be encumbered or pledged in any manner whatsoever and cannot be
transferred with the exception of transfers for purposes of implementing certain technical adjustments to
the Contribution Key.

Capital Calls

Capital other than paid-in capital amounted to €624.3 billion of callable capital as of 31 July 2020, which
the ESM Members must pay if requested to do so in one of the three scenarios described below. The ESM
Members have irrevocably and unconditionally undertaken in the ESM Treaty to pay any capital call, up to
an amount equal to the difference between their capital subscription and the capital paid in by them at the
time that a call is made under the ESM Treaty. The liability of each ESM Member is limited to its portion
of the authorised capital stock at its issue price and no ESM Member is liable, by reason of its membership,
for obligations of the ESM. There are three scenarios in which a capital call up to the amounts described
above can be made:

e The Board of Governors may make a capital call at any time by a decision taken by mutual
agreement.

e The Board of Directors may make a capital call by a simple majority decision in order to restore
the level of paid-in capital if, due to the absorption of losses, the paid-in capital amount is reduced
below €80.5484 billion or below such other threshold set by the Board of Governors.

e The Managing Director shall make an emergency capital call in a timely manner to avoid default
on any scheduled or other payment obligations due to the ESM's creditors. ESM Members have
irrevocably undertaken in the ESM Treaty to pay on demand such a capital call and to make
payment within 7 days of receipt of such a demand.

If any ESM Member fails to meet a capital call, the other ESM Members will be required to pay the ensuing
shortfall through a revised increased capital call. Payment of such revised increased capital call shall be on
a pro-rata basis according to the Contribution Key. In such event, the Board of Governors will need to
decide an appropriate course of action to ensure that the ESM Member that failed to meet the capital call
settles its debt to the ESM within a reasonable period. The Board of Governors will also need to adopt rules
for the return of the excess capital to the other ESM Members upon repayment by the ESM Member who
originally failed to meet the capital call. In any event, no ESM Member is obligated to pay an amount in

3 As of 31 December 2019, 2018 and 2017, the ESM's paid-in capital was €80.5 billion, €80.5 billion and €80.4
billion, respectively.
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excess of its subscribed capital. The obligations of ESM Members to contribute to authorised capital stock
in accordance with the ESM Treaty are not affected or reduced if any ESM Member becomes eligible for,
or is receiving, financial assistance from the ESM.

The Board of Governors reviews the maximum lending volume and the adequacy of the capital stock of
ESM regularly and at least every five years. The last review was completed in 2017, following which the
Board of Governors concluded that the capital stock was adequate.

The ESM has adopted risk management policies (see "Risk Management™) in order to limit the risk of
capital calls. As part of the risk management policies, the Board of Directors specifies the risk appetite of
the ESM and provides a risk governance structure that includes an independent risk management function
and an internal risk committee.

The terms and conditions of capital calls for ESM adopted on 9 October 2012 further specify the procedures
for general capital calls, capital calls to replenish paid-in capital and emergency capital calls.

Financial Assistance

Overview

Forms of Stability Support

The ESM may grant stability support in the form of:

Q) loans to an ESM Member: to assist ESM Members in significant need of financing, and which
have lost access to the markets, either because they cannot find lenders or because lenders will
provide financing only at excessive prices that would adversely impact the sustainability of public
finances;

(i) financial assistance to an ESM Member for the recapitalisation of financial institutions of that
ESM Member: to assist an ESM Member by addressing those cases where the roots of a crisis
situation are primarily located in the financial sector;

(iii) precautionary financial assistance to an ESM Member in the form of a precautionary conditioned
credit line or an enhanced condition credit line: to support sound policies and prevent crisis
situations by allowing ESM Members to secure the possibility to access ESM assistance before
they face major difficulties raising funds in the capital markets. Precautionary financial assistance
aims at helping ESM Members whose economic conditions are still sound to maintain continuous
access to market financing by reinforcing the credibility of their macroeconomic performance
while ensuring an adequate safety-net;

(iv) a primary market support facility which includes the purchase of bonds of an ESM Member on the
primary market: to support an ESM Member’s bond issuances, the ESM may buy debt securities
at market prices in the primary market, in other words directly from the issuing ESM Members;

v) a secondary market support facility which includes operations on the secondary market in relation
to the bonds of an ESM Member: to support the sound functioning of the government debt market
in exceptional circumstances when a lack of liquidity threatens the financial stability of an ESM
Member, with a risk of pushing sovereign interest rates towards unsustainable levels and creating
refinancing problems for the banking system of the ESM Member concerned. This instrument can
be used within or outside a macroeconomic adjustment programme; or

(vi) direct recapitalisation of financial institutions of an ESM Member: to help remove a severe risk
of contagion from the financial sector to the sovereign, through the direct recapitalisation by the
ESM of eligible financial institutions. The total amount available for this instrument is limited to
€60 billion.

The Board of Governors of the ESM may review this list of financial assistance instruments and decide to
make changes to it by mutual agreement.

As of 31 July 2020, the ESM has granted the following financial assistance to ESM Members: (a) loan
facilities (including components dedicated to recapitalisation of financial institutions) to Greece in the
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aggregate principal amount of up to €86.0 billion (with €61.9 billion disbursed and €59.9 billion in nominal
loan obligations to ESM outstanding) and to Cyprus in the aggregate principal amount of up to €8.968
billion (with €6.3 billion disbursed and €6.3 billion in nominal loan obligations to ESM outstanding) and
(b) a financial institution recapitalisation facility to Spain in the aggregate principal amount of up to €100.0
billion (with €41.3 billion disbursed and €23.7 billion in nominal loan obligations to ESM outstanding). As
of 31 July 2020, the ESM has not provided any forms of financial assistance other than those described
above (that is, as of 31 July 2020, the ESM has not provided precautionary financial assistance in the form
of conditioned credit lines or enhanced condition credit lines, primary market support facilities, secondary
market support facilities or direct recapitalisation of financial institutions of ESM Members).

Stability support from the ESM to an ESM Member is subject to strict conditionality appropriate
to the chosen financial assistance instrument. Usually, this conditionality ranges from a macro-economic
adjustment programme to ongoing compliance with pre-established eligibility conditions. In the case of the
facility described under "COVID-19 and Pandemic Crisis Support" below, conditionality will be linked to
the use of funds received by the borrowing ESM Member.

Before any assistance may be granted by the ESM, an ESM Member is required to make a request
for financial support to the Chairperson of the Board of Governors of the ESM and indicate the financial
assistance sought. The Chairperson of the Board of Governors then entrusts the European Commission, in
liaison with the European Central Bank (the "ECB"), to assess (a) the existence of a risk to the financial
stability of the euro area as a whole or of the Euro Area Member States, (b) whether the public debt of the
assistance-seeking ESM Member is sustainable — wherever appropriate and possible, such an assessment is
expected to be conducted together with the International Monetary Fund (the "IMF"), (c) the actual or
potential financing needs of the ESM Member and (d) in the case of precautionary financial assistance, any
additional pre-established conditions with respect to the economic and financial situation of the ESM
Member in question. On the basis of the request and of such assessment, the Board of Governors may,
acting by mutual agreement*, decide to grant, in principle, stability support to the ESM Member concerned.
Following such a decision, the Board of Governors entrusts the European Commission — in liaison with the
ECB and, where advisable, together with the IMF — with the task of negotiating with such ESM Member a
Memorandum of Understanding, which details the conditionality attached to the financial assistance
facility.

Pursuant to the ESM Treaty and to the decision of the ESM Board of Governors of 8 October 2012, the
maximum lending volume of the ESM is €500 billion. This lending volume ceiling may be modified based
on a decision of the Board of Governors acting by mutual agreement. The Board of Governors reviews the
maximum lending volume of the ESM and the adequacy of the authorised capital stock of the ESM regularly
and at least every five years. The last review was completed in 2017, following which the Board of
Governors concluded that the capital stock was adequate. Any change in the maximum lending volume
takes effect only after the ESM Members have notified the depositary of the ESM Treaty, the General
Secretariat of the Council of the European Union, that all applicable national procedures of each ESM
Member are completed.

Cooperation between the ESM and the European Commission

On 27 April 2018, the ESM and the European Commission entered into a Memorandum of Understanding
on the cooperation between the two parties in respect of, inter alia, the ESM Treaty and Regulation
472/2013 of the European Parliament and the Council. The Memorandum of Understanding did not change
the rules and the legal framework under which the ESM and the European Commission operate but rather
formalised the existing practices between the two institutions, which include, among others, working and
operational arrangements under ESM financial assistance programmes and post-programme surveillance.
The existing competences and responsibilities of both institutions, as enshrined in EU law and the ESM
Treaty, remain intact.

The Memorandum of Understanding was also without prejudice to any future changes to the legal
framework governing the European Commission and the ESM, respectively.

4 Pursuant to Article 4 of the ESM Treaty, the adoption of a decision by mutual agreement requires the unanimity
of the members participating in the vote. Abstentions do not prevent the adoption of a decision by mutual
agreement.
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In November 2018, the ESM and the European Commission agreed on joint proposals for the future
cooperation between the two institutions in light of a further development of the ESM and taking into
account the need to ensure full compliance with EU law as well as the longer-term goal of incorporating
the ESM into the EU framework. These proposals build on the Memorandum of Understanding and also
include new areas of cooperation, including assessments of eligibility for precautionary credit lines,
preparation of financial assistance and negotiation of conditionality. These proposals will only be
implemented following the entry into force of the proposed amendments to the ESM treaty described under
"ESM Reforms" below.

ESM Reforms

June 2018 Euro Summit

At the June 2018 meeting of the heads of state or government of the Euro Area Member States (the "Euro
Summit"), it was agreed that the ESM will provide the common backstop to the Single Resolution Fund
("SRF") and that the ESM will be strengthened, working on the basis of all elements of an ESM reform as
set out in the letter of the President of the Eurogroup dated 25 June 2018.

December 2018 Euro Summit

The December 2018 Euro Summit endorsed the terms of reference of the common backstop to the SRF,
provided sufficient progress has been made in risk reduction, to be assessed in 2020.

The Euro Summit also endorsed a term sheet on ESM reform, which included the following:

e establishing the common backstop to the SRF by 2024 at the latest, replacing the existing ESM
Direct Recapitalisation Instrument;

e enhancing the effectiveness of ESM precautionary credit lines for countries with sound economic
fundamentals that could be affected by an adverse shock beyond their control;

e improving the existing framework for promoting debt sustainability in the euro area by (i)
introducing single limb collective action clauses (CACs) by 2022, (ii) reaffirming the principle
that financial assistance should only be granted to countries whose debt is sustainable and whose
repayment capacity is confirmed, which will be assessed by the European Commission in liaison
with the ECB and the ESM, and (iii) providing that, when appropriate and if requested by the
Member State, the ESM may facilitate the dialogue between its Members and private investors;
and

e agreeing between the ESM and the Commission on new modalities of cooperation within and
outside financial assistance programmes, as set out in the November 2018 joint proposals (see
"Co-operation between the ESM and the European Commission" above).

The December 2018 Euro Summit also requested that the Eurogroup prepare the necessary amendments to
the ESM Treaty by June 2019.

June 2019 Euro Summit

In June 2019, the Eurogroup published a draft revised text of the ESM Treaty. The June 2019 Euro Summit
welcomed the progress made in the Eurogroup on the strengthening of the Economic and Monetary Union
(EMU). It took note of the broad agreement reached by the Eurogroup on the revision of the ESM Treaty
and stated that it expects the Eurogroup to continue its work so as to allow for an agreement on the full
package in December 2019.

December 2019 Euro Summit

The December 2019 Euro Summit took note of the agreement in principle reached by the Eurogroup on the
package of documents related to the ESM reform and tasked the Eurogroup to continue to work on the ESM
package of reforms, pending national procedures. In March 2020, due to the crisis stemming from the
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COVID-19 outbreak, the Eurogroup agreed to come back to the finalisation of the ESM reform at a more
appropriate time.

Relationship with the EFSF

Upon the entry into force of the ESM Treaty, ESM became the successor to the EFSF, which as described
above was initially set up to address the European sovereign debt crisis in 2010 and has granted stability
support to Ireland, Portugal and Greece. EFSF continues to service its existing financial assistance facility
agreements but is not entitled to enter into any new financial assistance facility agreements. The EFSF will
be liquidated when there is no longer financial assistance outstanding to a Euro Area Member State and all
EFSF-issued debt instruments and any reimbursement amounts due to the EFSF have been repaid in full.
The EFSF and ESM are separate legal entities even though EFSF operations are also carried out by ESM
staff, using ESM infrastructure. For services provided to EFSF by ESM during the year ending 31
December 2019, the ESM charged the EFSF €33.1 million, which is reflected in the "other operating
income" line item in ESM's profit and loss account. The EFSF has ceased to establish new financial
assistance from 1 July 2013 and made its final disbursement under an existing facility on 14 August 2014.
As of 31 July 2020, the outstanding nominal amount of loans from EFSF and ESM was €264.5 billion, of
which €174.6 billion was from the EFSF and €89.9 billion was from the ESM.

Forms of Financial Assistance Provided by ESM
1. Loansto ESM Members

As of 31 July 2020, the ESM had disbursed €68.2 billion in financial assistance in the form of loans to
Greece and Cyprus. As of 31 July 2020, the outstanding nominal amount of loans from ESM to Greece and
Cyprus was €66.2 billion. The ESM's objective through this form of financial assistance is to support ESM
Members that have significant financing needs but have to a large extent lost access to market financing,
whether because they cannot find lenders or because lenders are only willing to provide financing at
excessive prices that would adversely impact the sustainability of the ESM Member's public finances. Any
financial assistance to a country in need is linked to policy conditions that are set out in a macro-economic
adjustment programme detailed in the Memorandum of Understanding between the country in need and the
European Commission on behalf of the ESM. The precise financial terms and conditions of each loan are
specified in a financial assistance facility agreement.

The European Commission, in liaison with the ECB, and wherever possible, the IMF, are entrusted with
monitoring compliance with the policy conditionality attached to the loan. The Board of Directors decides,
acting by mutual agreement, on a proposal from the Managing Director, and after having received a
monitoring report from the European Commission, the disbursement of the tranches of the loan subsequent
to the first tranche. The beneficiary ESM Member is also required to provide to these institutions all the
information that is deemed necessary for the monitoring of the policy conditionality of the programme as
agreed in the Memorandum of Understanding. The beneficiary ESM Member will also provide the ESM
all information necessary to conduct its financial due diligence. If the beneficiary ESM Member deviates
significantly from the agreed programme detailed in the relevant Memorandum of Understanding,
disbursements may be withheld.

2. Financial assistance for the recapitalisation of financial institutions

As of 31 July 2020, the other form of financial assistance that has been provided by the ESM is financial
assistance to an ESM Member for the recapitalisation of financial institutions of that ESM Member, with
up to €100 billion having been made available to Spain through this form of financial assistance, of which
€41.3 billion in financial assistance was disbursed to Spain prior to the expiry in December 2013 of the
availability period under the agreement originally entered into between the EFSF and Spain in July 2012,
as transferred to the ESM in November 2012. As of 31 July 2020, the outstanding nominal amount of loans
from the ESM to Spain was €23.7 billion.

In order to receive such financial assistance, the beneficiary ESM Member should demonstrate the existence
of a lack of alternatives for recapitalising the financial institutions concerned. This should first reveal an
inability to meet capital shortfalls via private sector solutions (e.g. tapping new market investors or existing
shareholders) and, second, an inability of the beneficiary ESM Member to recapitalise the institution(s)
without incurring very adverse effects on its own financial stability and fiscal sustainability.
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In addition, under the ESM guidelines, the financial institutions concerned should be of systemic relevance
or pose a serious threat to the financial stability of the euro area as a whole or to ESM Members. Their
systemic dimension will be assessed taking into account, primarily, their size, interconnectedness,
complexity and substitutability. Finally, the beneficiary ESM Member should also demonstrate its ability
to reimburse the loan granted, even in cases in which it would not be able to recover the capital injected in
the beneficiary institution(s) according to the timing agreed in relevant state-aid decisions. The beneficiary
shall also demonstrate the existence of a sound fiscal and macroeconomic policy record.

Unlike stability support within a macro-economic adjustment programme in the context of a loan by ESM
for an ESM Member, the conditionality for financial assistance for financial institutions focuses only on
the financial sector of the country in question and applies to financial supervision, corporate governance
and domestic law relating to restructuring or resolution. The policy conditions are specified in a
Memorandum of Understanding negotiated by the European Commission on behalf of the ESM in liaison
with the ECB and relevant European supervisory authority. The European Commission monitors
compliance with EU state aid rules and policy conditions in conjunction with the ECB and relevant
supervisory authorities.

Financial Assistance to Spain, Greece and Cyprus

As of 31 July 2020, the ESM has granted financial assistance to Spain, Greece and Cyprus, as described
below.

1. Financial assistance to Greece

On 19 August 2015, a loan agreement between ESM and Greece (the Financial Assistance Facility
Agreement) was approved by the ESM Board of Governors. Under the agreement, the ESM was committed
to providing Greece with up to €86.0 billion in financial assistance over three years. The Greek government
committed to use these funds for debt service, banking sector recapitalisation (up to €25 billion), arrears
clearance, and budget financing. In addition, in order to return its economy to a growth trajectory and make
its debt burden sustainable, the Greek government committed to a series of economic reforms. On 5
December 2016, the finance ministers of the euro area (commonly known as the 'Eurogroup’) endorsed a
series of short-term measures aimed at reducing interest-rate risk for Greece. These measures, the impacts
of which are to be passed on to Greece, and which were approved by the Board of Governors on 20 January
2017 and by the Board of Directors on 23 January 2017, consist of, among others: (i) a floating to fixed
rate bond exchange and (ii) ESM entering into hedging arrangements in relation to its cost of funding. The
ESM created a portfolio containing the proceeds of all the operations required to fund the short-term
measures, known as the ‘Greek Compartment’, which in turn isolates the costs and passes them on directly
to Greece, so that other beneficiary countries do not bear any extra cost.

The ESM financial assistance programme for Greece ended on 20 August 2018, although the financial
assistance agreements will continue to be in force until no loan obligations to the ESM are outstanding.

As of 31 July 2020, ESM has disbursed €61.9 billion in financial assistance to Greece (of which €5.4 billion
was in the form of cashless disbursements for bank recapitalisation). As of 31 July 2020, Greece had €59.9
billion in nominal loan obligations to ESM outstanding with a weighted average maturity (as from the date
of disbursement) of 32.35 years.

2. Financial Assistance to Cyprus

The euro area countries agreed to a package of financial assistance of up to €10.0 billion for Cyprus in
2013, with the ESM providing up to €9.0 billion and the IMF approximately €1.0 billion.

The ESM initially made disbursements totalling €6.3 billion to Cyprus from May 2013 to October 2015. In
order to receive the loans, Cyprus implemented a number of key reforms, including:

e restoring the soundness of the Cypriot banking sector by thoroughly restructuring and downsizing
financial institutions;

e cutting the excessive government deficit, in particular by reducing current primary expenditure
and increasing the efficiency of public spending; and

e implementing structural reforms to support competitiveness and sustainable and balanced growth.
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Due to a better-than-expected economic recovery, private investor participation in bank recapitalisation and
a return to market financing, the full amount of financial assistance was not required and the ESM financial
assistance programme for Cyprus ended on 31 March 2016.

As of 31 July 2020, the ESM had disbursed €6.3 billion under the programme (of which €1.5 billion was
in the form of cashless disbursements for bank recapitalisation) and the IMF had disbursed €1.0 billion (all
of which has been repaid). As of 31 July 2020, Cyprus had €6.3 billion in nominal loan obligations to the
ESM outstanding with a weighted average maturity (as from the date of disbursement) of 14.9 years.

3. Spanish Bank Recapitalisation

In July 2012 the Eurogroup approved financial assistance for Spain of up to €100.0 billion. It was designed
to cover a capital shortfall identified in a number of Spanish banks, with an additional safety margin.
However, the Spanish government did not request the full amount. The ESM disbursed €39.5 billion in
December 2012 and a further €1.9 billion in February 2013 (all of which was in the form of cashless
disbursements). The loans were provided to Spain, which lent them further to the Fondo de
Reestructuracion Ordenada Bancaria, the bank recapitalisation fund of the Spanish government, which then
channelled them to the financial institutions concerned.

The ESM financial assistance for Spain was accompanied by policy conditionality focused on the banking
sector. The conditionality consisted of bank-specific measures, including in-depth bank restructuring plans
in line with EU state aid rules. Reforms concerning the governance, supervision and regulation of the
financial sector were also implemented.

On 31 December 2013, the ESM financial assistance programme for Spain expired.

As of 31 July 2020, the ESM had disbursed €41.3 billion under the programme (all of which was in the
form of cashless disbursements for bank recapitalisation). As of 31 July 2020, Spain had €23.7 billion in
loan obligations to the ESM outstanding.

COVID-19 and Pandemic Crisis Support

As part of the Euro Area Member States' response to the COVID-19 pandemic (see "Macroeconomic
Conditions in the Euro Area"), the heads of state or government of the member states of the euro area, at
their meeting of 23 April 2020 (the "Euro Summit"), endorsed the agreement of the Eurogroup meeting of
9 April 2020 to establish a Pandemic Crisis Support facility in line with the ESM Treaty.

On 7 May 2020, preliminary assessments conducted by the European Commission, in liaison with the ECB,
confirmed the eligibility of all the ESM Members for the Pandemic Crisis Support. The features and terms
of the Pandemic Crisis Support facility were subsequently agreed by the Eurogroup on 8 May 2020. On 15
May 2020, the ESM Board of Governors approved the operational establishment of the Pandemic Crisis
Support, to be made available to all ESM Members.

The Pandemic Crisis Support is based on the existing enhanced condition credit line (see "Financial

Assistance — Overview") and is adjusted in light of specific COVID-19 challenges. The Pandemic Crisis

Support is in principle available to all Euro Area Member States affected by this crisis, with standardised

terms, on the basis of an up-front assessment by the European institutions. An ESM Member can access the

ESM’s Pandemic Crisis Support by sending a request to the Chairperson of the ESM Board of Governors

on or prior to 31 December 2022. ESM Members requesting support will commit to use this credit line to

support domestic financing of direct and indirect healthcare, cure and prevention related costs related to the

COVID 19 crisis. Access to the Pandemic Crisis Support is for an amount of, as a benchmark, up to

approximately 2% of a requesting ESM Member’s GDP as of end-2019, with maximum aggregate lending

under this facility for all Euro Area Member States equal to approximately €240 billion. ESM Members

requesting support will sign a country-specific pandemic response plan (each a "Pandemic Response Plan")
with the European Commission, on behalf of the ESM, which will be based on a standard template covering,
among other matters, the use of the Pandemic Crisis Support by the requesting member state.

Once the Pandemic Crisis Support is accessed by an ESM Member, the ESM can disburse amounts under
the credit line over a period of twelve months which can be extended twice for six months. ESM Members
are not required to draw any funds approved under the Pandemic Crisis Support. If funds are drawn, they
will have a maximum average maturity of 10 years. In general, each beneficiary of the Pandemic Crisis
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Support may draw down up to 15% of the total amount available to them during each calendar month. This
drawdown limit helps ensure a manageable pattern of liquidity needs for the ESM. However, it is also
possible for the ESM to provide additional liquidity related to a particular disbursement when it has the
funds available, or to provide funds through in-kind disbursements of Notes.

Following disbursements of the Pandemic Crisis Support, ESM Members benefitting from such support
will be subject to monitoring by the European Commission, focusing on the actual use of the funds to cover
direct and indirect healthcare costs. The ESM will, under its early warning system, analyse the beneficiary
country’s repayment capacity in coordination with the Commission’s surveillance.

Afterwards, euro area member states would remain committed to strengthen economic and financial
fundamentals, consistent with the EU economic and fiscal coordination and surveillance frameworks,
including any flexibility applied by the competent EU institutions.

As of the date of this Information Memorandum, no ESM Member has requested access to the Pandemic
Crisis Support facility. Once an ESM Member successfully applies to the Pandemic Crisis Support, the
ESM’s funding plans may be adjusted to finance the facility.

The ESM may decide, at its discretion, to finance or to refinance in whole or in part the Pandemic Crisis
Support by the issuance of one or more series of Social Bonds under this Debt Issuance Programme in
compliance with the ESM Social Bond Framework available at the ESM Social Bond Programme Website
(as defined below under "Use of Proceeds™)®. The issuance of any Social Bonds by ESM is subject to both
(i) ESM receiving requests from ESM Members for a sufficient amount of Pandemic Crisis Support to be
used to finance or refinance Eligible Social Expenditures (as defined below under "Use of Proceeds") and
(ii) ESM at its discretion choosing to fund these requests through the issuance of Social Bonds.

Borrowing
Borrowing Strategy

The ESM is empowered to borrow on the capital markets in accordance with the ESM Treaty. Borrowing
may be made via syndications, auctions, private placements and credit lines.

The ESM generally funds its lending operations through both short- and long-term funding operations, with
maturities of up to 45 years. Short-term funding operations include a regular bill programme and money
market transactions (e.g., issuances of commercial paper, money market promissory notes, repo
transactions), while long-term funding activities include benchmark and other bonds. Both short- and long-
term funding operations are subject to various restrictions on maximum amounts and maturities.

In order to effectively perform its purpose of providing stability support to euro area countries and to
establish itself as a reliable issuer in a difficult market environment, the ESM pursues the following
objectives with respect to funding: (i) the ESM should be able to react quickly to unexpected market
developments by, among other things, building up liquidity buffers to ensure market access even in difficult
market conditions; (ii) the ESM should be capable of raising predictable amounts over an extended period
of time covering various disbursement schedules, as well as unexpected amounts on relatively short notice;
and (iii) the ESM should engage in efficient funding in order to offer financing at reasonable conditions to
beneficiary ESM Members, with a priority given to, first, mitigation of liquidity risk and, second, an
appropriate balance between costs and interest rate risk.

The ESM has a diversified funding strategy, which entails the use of a variety of instruments and maturities
to ensure the efficiency of funding and continuous market access. One feature of the diversified funding
strategy is that funds raised through various instruments under this strategy are generally not attributed to
a particular country. The funds are pooled and then disbursed to ESM Members that have open financial
assistance programmes with the ESM. Issuances under the diversified funding strategy are subject to a
threshold for short-term borrowing (i.e., borrowing with a tenor of less than three years), and a threshold
for long-term borrowing (i.e., with a tenor of three or more years), both approved by the Board of Directors.

5 The information on this website is provided for information purposes only and is not incorporated by
reference into this Information Memorandum.
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The ESM may also borrow outside of the diversified funding strategy, subject to a "funding silo™ being
specifically approved by the Board of Directors. Funding silos, the proceeds of which are dedicated to
specific programmes/countries, are subject to specific amount and maturity limits defined by the Board of
Directors, as well as to the overall borrowing and maturity limits set out by the Board of Directors, which
also affect borrowing under the diversified funding strategy. From time to time, the Board of Directors
defines an overall borrowing limit for the ESM, which applies to the aggregate ESM borrowing (i.e., the
sum of all borrowing under the diversified funding strategy and the funding silos). This limit remains in
force until a new one is approved.

The ESM issues capital market and money market instruments. The ESM may hold its own bonds so that
additional funding can be raised by selling the bonds on the secondary market or so that they can be used
as collateral in the secured money market. The ESM may also hold its own bonds temporarily as a step in
the implementation of a lending or a lending-related transaction, prior to their disbursement to a beneficiary
Member State. As a supplement to the bond programme, the ESM may issue promissory/registered notes.
The ESM issues bills through regular auctions and may also engage in money market transactions.
Transactions may be conducted overnight, on a rolling basis or for tenors up to one year. The ESM may
also issue commercial paper, money market promissory notes and engage in repo transactions. In addition,
the ESM has established uncommitted liquidity lines with the debt management offices of ESM members
and a network of uncommitted credit lines with private banks.

The following table sets out the historical ESM Lending/Funding Programme for the three years ended
31 December 2017 through 2019:

ESM Lending/Funding Programme (in € billion) 2019 2018 2017

Lending disbursements...........cccoovievennieneneicnenn - 21.7 8.5
Lending repayments ........c.cooveeveneienennienenee e - 8.0 5.0
Debt issuances (Nnominal) ..........ccovvervieiinnincnnnens 65.8 63.8 51.7
Debt redemptions (nominal).........c.ccoceovvirciniinenns 53.7 54.6 48.1
Nominal outstanding debt (as of 31 December)....... 110.1 98.2 88.9

The ESM's EUR bonds outstanding as of 31 December 2019 have generally been liquid in the secondary
market.

ESM bonds have been included and recognised as Level 1 High Quality Liquid Assets at the international
level (Basel) and EU level (the Capital Requirements Directive), as well as being eligible collateral in other
jurisdictions (UK) and on certain clearing platforms (Euroclear, Eurex and LCH). Additionally, exposures
to the ESM are awarded a 0% risk weight at both international (Basel) and EU level, as well as in third-
country jurisdictions such as Canada, Israel, and Switzerland.

Long-term funding

The ESM launched funding in the long-term markets in October 2013 with an inaugural five-year bond.
The ESM’s long-term funding target for 2020 is €11 billion, up from €9.8 billion in 2019. The ESM’s
expected long-term funding target for 2021 is €8 billion. These targeted volumes are subject to change due
to several factors, including new lending programmes or other lending-related measures, or unscheduled
repayments of previously granted financial assistance. The ESM successfully achieved its 2019 target
through the issuance and taps of bonds in different maturities. The ESM launched 5 bond issuances in 2019
(including 3 new bonds and 2 taps of existing bonds) totalling €9.8 billion. As of 31 July 2020, the ESM
had launched in 2020 3 bond issuances, totalling €6.5 billion. As of 31 July 2020, ESM had €93.3 billion
in bonds outstanding, with a weighted average maturity of 8.3 years.

Short-term funding

The first ESM debt auction to investors for short-term bills was held on 8 January 2013. Currently the ESM
conducts regular debt auctions for short-term bills and notes with three-month, six-month and twelve-month
maturities. In 2019, the ESM’s short-term funding programme raised €55.8 billion in bills and, as of 31
July 2020, the ESM had raised €36.8 billion in 2020. As of 31 July 2020, ESM had €24.9 billion in short-
term bills outstanding.
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Macroeconomic Conditions in the Euro Area
2019

The euro area economy slowed in 2019, growing at its lowest rate since 2014, due to external developments.
The re-emergence of trade tensions between the US and China and the Brexit negotiations heightened
global uncertainty, weighing on global growth and exports. Developments in the manufacturing-auto
industry sector further dampened the euro area’s economic activity. In contrast, domestic demand remained
solid, supported by favourable financing conditions, low inflation, and dynamic labour markets.

Euro area gross domestic product (GDP) growth eased further in 2019 to 1.2% from 1.9% in 2018. The
growth moderation primarily reflected weaker external demand. Exports decelerated further, while imports
gained some momentum driven by solid domestic demand. Overall the external sector contributed
negatively to growth. Private consumption held up relatively well as households’ purchasing power
increased due to robust job creation and wage increases, while fiscal policy remained supportive in some
Euro Area Member States. Investment in the euro area continued its slow recovery, drawing mainly on the
support of the construction sector. Unlike the previous year, inventories negatively contributed to growth.

The moderation in euro area growth reflects divergence in the performance of its main economies. The
markedly slower growth in Germany in 2019 was a symptom of its export-oriented economy and strong
manufacturing base. In contrast, Spain and France reacted more resiliently and experienced milder
slowdowns. For the overall euro area, the services sector remained buoyant, cushioning the effects of the
global manufacturing downturn.

After an increase in 2018, euro area inflation moderated to 1.2% in 2019. A fall in energy prices and a lack
of pass-through from wage increases to core inflation—which excludes energy, food, alcohol, and tobacco
products—contained inflationary pressures. Given subdued growth and strong international competition,
firms have been absorbing wage pressures by accepting lower profit margins rather than passing them on
to consumers. Despite some acceleration in the second half of the year, euro area core inflation stayed at
1% year-on-year on average in 2019, unchanged from 2018. Market-based long-term inflation expectations
remained muted, reaching a historical low in September 2019.

Given supportive fiscal policies in several euro area economies, the region’s fiscal position deteriorated
slightly in 2019 with the general government balance at -0.6% of GDP in 2019 after -0.5% a year earlier.
In structural terms, fiscal policy in 2019 was mildly expansionary. The European Commission considers
that most of the support stems from countries with available fiscal space under the European fiscal
framework. Overall, debt dynamics at the euro area level remained positive in 2019 as the debt-to-GDP
ratio continued its downward trend.

The euro area banking sector has strengthened and is, in the ESM’s view, more resilient than before the
2008-2009 crisis based on its fundamentals, namely: (i) capital and liquidity buffers have improved
substantially, both in absolute amounts and in terms of quality of the composition of the underlying
instruments; (ii) the aggregated euro area NPL ratio has continued to decline since its peak in 2013, when
the stock of NPLs was twice as much as in the end of 2019; however, the pace of the recovery slowed down
last year and is expected to reverse in 2020; and (iii) while average profitability remains low, there has been
good progress from all-time lows in the aftermath of the sovereign debt crisis. (Source: SNL Financial,
public filings, ESM calculations).

2020

In the first six months of 2020, global and euro area economic activity deteriorated sharply, hit by the
adverse impact of the Covid-19 pandemic. Global GDP contracted in the first quarter of 2020 — G20
countries” GDP fell by -3.4% quarter-on-quarter according to the OECD — and lead indicators suggest that
the contraction deepened in Q2. Disruptions in global supply chains and lower global demand have
adversely impacted manufacturing production and global trade, while the direct impact of Covid-19 and
the containment measures adopted are also dragging down domestic production and demand. High-
frequency indicators suggest that the contraction might have reached its trough in April, followed by some
improvement from May through July.

The pandemic pushed the euro area economy into recession in the first half of 2020. Euro area real GDP
contracted by 12.1% quarter-on-quarter in the second quarter of 2020 (based on preliminary estimates),
after a fall of 3.6% during the first quarter. Nonetheless, both sentiment and high-frequency indicators
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suggest an ongoing and strong recovery from the third quarter of 2020 onwards. Public finances have been
heavily impacted by the spike in health-related costs, the discretionary fiscal measures adopted to cushion
the economic fallout from the pandemic, and the increase in expenditure on automatic stabilisers resulting
from the economic downturn.

As of the date of this Information Memorandum, uncertainty about the duration and magnitude of the shock
and the timing and speed of the subsequent recovery remains very high. Downside risks in particular stem
from the possibility of a “second wave” of infections and containment measures taken in response. ESM
Member States and the EU have taken urgent containment measures together with actions to support
citizens and businesses, including vast discretionary fiscal stimulus. The European Commission still
expects euro area GDP to decline by 8.7% this year even in the absence of a second wave of infections, and
the inflation outlook remains weak.

Financial markets have been extremely volatile in the first quarter of 2020, but appear to have stabilised in
the second quarter. The joint shock of the Covid-19 pandemic and oil price drop unsettled markets globally
through February and March: the VIX index, a measure of global risk aversion, spiked above levels seen
in the 2008-2009 financial crisis, the S&P 500 US equity index and the European indices suffered their
fastest-ever drops, and US Treasury and Bund yields declined to the lowest levels on record. In the euro
area, sovereign debt markets spreads widened abruptly and liquidity became scarce and dried up in some
markets. In response, the US Federal Reserve and the ECB acted forcefully to stabilise financial markets.
Government bond yields declined noticeably and equity markets rebounded during the second quarter of
the year.

ESM Member States and the EU also announced unprecedented fiscal policy measures. In July, a €750
million fund to support economic recovery integrated into the next EU budget was agreed. In addition, a
European Commission proposal to set up a temporary instrument to protect employment during the
pandemic (SURE) has been adopted by the Council. Leaders agreed on European Investment Bank funding
for small- and medium-sized enterprises. In April 2020, the euro area also agreed, among other measures,
to offer an ESM credit line to support domestic financing of direct and indirect healthcare, cure and
prevention related costs due to the Covid-19 crisis (see "COVID-19 and Pandemic Crisis Support™).

The euro area banking sector showed a slight deterioration in profitability in the first quarter of 2020 as a
result of the front-loading of loan loss provisions in light of the COVID-19 pandemic outbreak. Euro area
banks’ shock absorption capacity is higher in 2020 than it was prior to the previous financial crisis.
Moreover, supervisory and monetary authorities reacted promptly by announcing additional temporary
liquidity provisions as well as prudential measures to support liquidity and the lowering of capital buffer
requirements to the greatest extent possible. Regulatory authorities also provided banks with increased
flexibility with respect to NPL recognition and corresponding loan loss provisioning.

The ESM currently remains fully operational and continues to conduct its activities in the normal course of
business. As a precautionary measure, the ESM has put in place procedures to prevent any potential
disruptions to its governance and operation approval schedule. In addition, the ESM has adopted measures
to ensure the health and safety of its employees, including imposing travel restrictions, rescheduling public
events or holding them in virtual format and requiring its personnel to telework until a normalised situation
resumes, and it continues to monitor the situation closely.

Despite the general context of uncertainty in the global financial markets due to the COVID-19 pandemic,
the ESM currently continues to maintain a robust liquidity position and flexibility to access the necessary
liquidity resources, mainly as a result of its prudent approach to liquidity management. The ESM continues
to monitor the situation closely and to consider other supportive measures and programmes in response to
the pandemic.

(Source: SNL Financial, public filings, ESM calculations)
Financial Review
Financial Year 2019

The ESM’s profits for the financial year depend primarily on interest receivable and similar income
received by the ESM net of interest payable and similar charges, plus net profit on financial operations and
extraordinary income.
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In 2019, the ESM's interest receivable and similar income amounted to €1,845.5 million, compared to
€1,630.2 million in 2018, an increase of €215.2 million, primarily due to interest earned on derivatives
contracts and more precisely the effect of the implementation of interest rate swaps on funding as part of
short-term debt relief measures for Greece. The increase in interest receivable and similar income was also
driven by the increase in interest received on debt securities, including fixed-income securities, due to a
larger volume of investment

In 2019, the ESM's interest payable and similar charges amounted to €1,819.2 million, compared to
€1,599.1 million in 2018, an increase of €220.1 million, primarily as a result of interest payments on interest
rate swaps entered into as part of short-term debt relief measures for Greece (such swaps represented €65.2
billion notional amount of off-balance sheet commitments as at 31 December 2019 compared to €62.4
billion as at 31 December 2018). As stipulated by the ESM pricing policy, the ESM's cost of funding is
passed on to the beneficiary Member States. The ESM's interest payable and similar charges also increased
as a result of interest payable and similar charges on debts issued. In 2019, interest payable and similar
charges on cash and cash equivalents amounting to €285.8 million was paid (2018: €301.3 million), which
represents negative interest paid by the ESM on balances with central banks. Since February 2017, the ESM
has been charged a negative interest rate equal to the ECB deposit facility rate (-0.50% since September
2019) on cash held at Eurosystem central banks.

In 2019, net profit on financial operations equalled €63.8 million, compared to €44.3 million in 2018,
representing an increase of €19.5 million. This increase in profit results from the continued decline in yields,
leading to net realised gain from sales of debt securities in the ESM’s portfolio.

In 2019, the ESM's profits before extraordinary income, which correspond to the net income generated by
the ESM's operations, increased by €9.4 million from €42.3 million in 2018 to €51.7 million in 2019,
primarily as a result of the factors described above.

In 2019, extraordinary income for the financial year amounted to €237.9 million (2018: €242.5 million), as
a result of transfers received from the French Republic and the Federal Republic of Germany totalling
€237.9 million corresponding to the negative interest charged in 2018 on cash held at their respective central
banks (€102.5 million was received from the French Republic and €135.4 million was received from the
Federal Republic of Germany). In order to limit the potential loss on the ESM’s paid-in capital due to
negative interest rates on cash, since 2017, the French Republic and the Federal Republic of Germany, and
since 2019, the Italian Republic, expressed their willingness to compensate the ESM for the negative
interest charged by their respective national central banks, under certain conditions, and up to the amount
charged by their national central banks, subject to yearly review. As of 31 July 2020, the ESM had received
compensation payments from the Federal Republic of Germany and the Italian Republic amounting €131.7
million and €5.9 million, respectively, corresponding to the negative interest charged in 2019 on cash held
at their national central banks. As of 31 July 2020, €98.3 million is still pending for payment from the
French Republic corresponding to the negative interest charged in 2019 on cash held at the Banque de
France. The compensation payments from the Federal Republic of Germany and the Italian Republic will
be recorded as extraordinary income together with the payment from the French Republic when the French
Republic makes its respective compensation payment to the ESM, based on the political commitments
made.

In 2019, the ESM's profits for the financial year amounted to €289.7 million, compared to €284.7 million
in 2018, an increase of €5.0 million, primarily as a result of the higher profit before extraordinary income
described above, which was partially offset by the slightly lower amounts received in 2019 from the French
Republic and the Federal Republic of Germany to compensate the ESM for the negative interest charged
on the cash held at their national central banks during 2018

Financial Year 2018

In 2018, the ESM's interest receivable and similar income amounted to €1,630.2 million, compared to
€1,165.9 million in 2017, an increase of €464.3 million, primarily due to additional interest received from
Euro Area Member States as a result of additional loan disbursements to programme countries. The increase
in interest receivable and similar income was also driven by the interest result on derivatives contracts and
more precisely the effect of the implementation of interest rate swaps on funding as part of short-term debt
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relief measures for Greece. As stipulated by the ESM pricing policy, the ESM's cost of funding is passed
on to the beneficiary Member States.

In 2018, the ESM's interest payable and similar charges amounted to €1,599.1 million, compared to
€1,119.8 million in 2017, an increase of €479.3 million, primarily as a result of interest payments on interest
rate swaps entered into as part of short-term debt relief measures for Greece (such swaps represented €62.4
billion notional amount of off-balance sheet commitments as at 31 December 2018). The ESM's interest
payable and similar charges also increased as a result of interest payable and similar charges on debts issued,
and to a lesser extent as a result of an increase in interest payable and similar charges on cash and cash
equivalents amounting to €301.3 million (2017: €273.7 million), which represents negative interest paid by
the ESM on balances with central banks. Since February 2017, the ESM has been charged a negative interest
rate ((0.40)% per annum, equal to the ECB deposit facility rate) on cash held at Eurosystem central banks.

In 2018, net profit on financial operations equalled €44.3 million, compared to €27.2 million in 2017,
representing an increase of €17.2 million. This increase in profit results from the persistent negative yield
environment and the current evolution of yield curves, affecting the net realised result from sales of debt
securities in the ESM’s portfolio.

In 2018, the ESM's profits before extraordinary income, which correspond to the net income generated by
the ESM's operations, slightly decreased by €7.4 million from €49.7 million in 2017 to €42.3 million in
2018, primarily as a result of the factors described above.

In 2018, extraordinary income for the financial year amounted to €242.5 million, compared to €18.9 million
in 2017, representing an increase of €223.5 million, primarily as a result of transfers received in 2018 from
the French Republic and the Federal Republic of Germany totalling €215.6 million corresponding to the
negative interest charged in 2017 on cash held at their respective central banks (€86.7 million was received
from the French Republic and €128.9 million was received from the Federal Republic of Germany (see
"Financial Year 2019" above).

Extraordinary income for the financial year ended 31 December 2018 also included an amount of €26.8
million received in March 2019 from the European Commission in relation to a fine imposed on Austria
pursuant to EU budget surveillance rules.

In 2018, the ESM's profits for the financial year amounted to €284.7 million, compared to €68.6 million in
2017, an increase of €216.1 million, primarily as a result of the amounts described above received in 2018
from the French Republic and the Federal Republic of Germany to compensate the ESM for the negative
interest charged on the cash held at their national central banks during 2017, which was partially mitigated
by the lower profit before extraordinary income described above.

Investment and Dividend Policies

The net income generated by operations of the ESM and certain other proceeds from ESM Members are
put aside in a reserve fund. This reserve fund and the paid-in capital (the "Investment Portfolios") are
invested in accordance with investment guidelines adopted by the Board of Directors. The main objectives
of the Investment Portfolios are to ensure that the maximum lending volume is readily available, and to
maintain the creditworthiness of the ESM. Specifically, the ESM investment guidelines outline that all
transactions related to the investment of the paid-in capital and reserve fund shall be conducted in a prudent
manner in order to ensure the ESM's creditworthiness as well as to limit any effect on market prices, even
in situations of market stress. Additionally, derivatives may only be used for risk management purposes
and the currency risk arising from investments denominated in non-euro currency is required to be hedged
against the euro. Assets eligible for the Investment Portfolios are debt securities and money market
instruments meeting certain credit and issuer requirements.

Both the Investment Portfolios and the liquidity buffer are invested with a priority on creditworthiness and
liquidity rather than return. This means that in a low or negative-yield environment, as is currently the case,
the ESM may experience diminishing or negative return on the investment of either the Investment
Portfolios, its liquidity, or both. The ESM maintains a continuous dialogue with ESM Members (through
the Board of Directors) to discuss possible adjustments to the universe of assets eligible for investment
under the ESM investment guidelines to the prevailing market circumstances. Given the negative interest
rate environment, the ESM investment guidelines were amended in 2019 to, among other things, clarify
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that ESM's capital preservation objective in its investment policy should be pursued to the extent possible
in light of prevailing market conditions.

On 27 February 2020, the ESM signed the Principles for Responsible Investment (PRI). The PRI is a global
network for investors committed to integrating environmental, social, and governance considerations into
their investment practices. As a PRI signatory, the ESM will include ESG criteria within its investment
processes. This is without prejudice to the ESM’s continuing commitment to abide by the principles and
rules of its investment guidelines and risk framework.

The Board of Directors may decide, by simple majority, to distribute a dividend to the ESM Members
where the amount of paid-in capital and the reserve fund exceed the level required for the ESM to maintain
its lending capacity and where proceeds from the investment are not required to avoid a payment shortfall
to creditors. As of 31 December 2019, ESM has never distributed any dividends to ESM members.

Risk Management

The ESM has established the High Level Risk Policy ("Risk Policy”) that, together with other internal
policies on specific risks and activities, define the ESM's risk management framework. The Risk Policy
defines the financial and non-financial risks arising from ESM activities as well as the principles and high-
level governance arrangements for the management of those risks, including the process of risk
identification, assessment, management, and monitoring. The Risk Policy also sets out the guiding
principles for the ESM's risk appetite and limit framework.

The ESM’s approach to risk management is to:

e adopt a prudent approach to risk-taking to limit potential losses, ensure continuity in fulfilling the
ESM’s mandate and meeting its commitments, and avoid unexpected capital calls;

e maintain minimum capital requirements to ensure the highest creditworthiness; and

e preserve the ESM’s funding and, hence, lending, capacity.

The ESM is subject to a number of financial and non-financial risks, as further described in note 3 to ESM's
annual audited financial statements for the year ending 31 December 2019. These risks are a function of
the ESM’s mandate and operational activities. The major financial risks that the ESM faces are:

e Credit risk: the risk of loss arising from the inability of a counterparty to fulfil its contractual
obligations. The ESM is exposed to credit risk from three main sources: stability support activities
(see “Beneficiary Member States’ credit stress” below), investments in highly rated securities and
counterparty risk related to its investment, funding, and risk hedging operations.

e Financial Assistance Credit Risk: an inherent, non-discretionary risk for the ESM, arising from
its mandate, is repayment risk on the loans it provides to beneficiary Member States. The ESM
passes on the benefits of favourable interest rates to beneficiary Member States through low
interest rates on loans. An increase in global interest rates and/or political uncertainty could place
credit stresses on beneficiary Member States and increase loan repayment risk. To mitigate the
risks related to an increase in global interest rates, the ESM employs a diversified funding strategy
to optimise its access to low funding costs. It seeks to ease the repayment burden for its programme
countries by passing on its low funding costs and by setting loan repayments out further than other
international institutions. The ESM also implements an early warning system to facilitate receipt
of payments due in a timely manner.

e Market risk: the risk of loss arising from changes in the values of financial assets and liabilities
(including off-balance sheet items) due to market fluctuations. The ESM faces two main types of
market risk: interest rate risk and currency risk.

e Interest rate risk: the risk of loss arising from adverse movements in interest rates. The main
sources of interest rate risk include asset or liability re-pricing following market movements, yield
curve shifts, and changes in interest rate credit spread.

o Interest rate risk on lending and funding: risk of a mismatch between the interest rate

on loans granted to beneficiary Member States and funding raised through bills and bond
issuances. The exposure to interest rate risk arises from differences in pricing and
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maturity characteristics of the different asset, liability, and hedging instruments. This
risk is generally not borne by the ESM as funding costs are passed onto beneficiary
Member States.

o Interest rate risk on investments: the risk of loss due to an adverse change in the overall
level of interest rates affecting the value of the investment portfolio. Interest rate risk on
investments is monitored and controlled on a daily basis through risk indicators and stress
tests. Duration bands, cumulated and partial sensitivities, 1 day Value at Risk with a 99%
level of confidence are part of the daily measures that frame the interest rate risk potential
exposure. To complement these measures, a series of stress tests with flattening,
steepening and parallel shifts of all or a selected number of interest rate curves is daily
processed as part of the risk report.

o Risk of investment losses: In 2019, low and negative interest rates meant that the high-
quality liquid assets in which the ESM invests yielded a low and, in most cases, negative
return. Furthermore, should interest rates rise, investments would likely incur mark-to-
market losses. However, over the medium- to long-term, higher interest rates tend to
increase investment returns and are expected to strengthen the ESM’s capital position.
To mitigate risks of investment losses, ESM continues to apply prudent investment and
risk management policies. Following the 2019 revision of ESM’s investment guidelines,
the ESM created a hold-to-maturity tranche of the Investment Portfolio. This portfolio
aims to support the ESM’s long-term financial strength, by investing in longer maturities
historically associated with higher yields, on average. The ESM intends to hold these
assets until maturity. According to the applicable accounting rules, the ESM measures
the assets on an amortised cost basis, which also provides a regular stream of interest
over time. The objective is to build up this tranche over time, in order to spread the credit
and market risk. The investments could still be sold prior to maturity in exceptional
circumstances such as loss of eligibility, exceptional need for liquidity, or based on risk
management assessment.

e  Currency risk: the risk of loss arising from fluctuations in exchange rates, which arises whenever
there is a currency mismatch between assets and liabilities. ESM has minimal net currency
exposure. In 2019, the potential sources of currency risk were the non-euro investments made in
the investment portfolios and the issuance of Notes denominated in USD and related liquidity
management. These exposures are hedged back to euro.

e Liquidity risk: the ESM faces two main types of liquidity risk: funding liquidity risk and market
liquidity risk. Funding liquidity risk relates to the potential inability to secure, or excessive costs
in securing, necessary funding on a timely basis. This risk is mitigated by undertaking a diversified
funding strategy. As the ESM passes its cost of funding to the countries benefitting from stability
support activities, management of funding liquidity risk is mainly aimed at containing the costs of
ESM stability support. Potential liquidity shortfalls for the ESM are monitored closely and these
can ultimately be avoided by tapping into emergency liquidity arrangements, the ESM reserve
fund, the ESM paid-in capital or the ESM callable capital, in this order. Market liquidity risk is
defined as the potential for loss arising from an investment position that cannot easily be liquidated
without significantly and negatively influencing its market price. In the context of the ESM's
investment activities, market liquidity risk is minimised by investing in high credit quality liquid
assets and ensuring that the ESM does not hold a significant proportion of the total outstanding
amount of a security issuance.

The main non-financial risks the ESM faces are:

e Operational risk including fraud risk: the risk of loss and/or damage, such as the inability of the
ESM to fulfil its mandate, resulting from inadequate or failed internal processes, people, and
systems, or from external events. The ESM's operational risk management policy stipulates no
tolerance for material operational risks. An important element of operational risk is the
management of fraud risk. As the risk of fraud is of prime concern to the ESM, it undertakes
regular fraud risk assessments and maintains a fraud risk management programme. It also has
established a robust internal control framework, a Code of Conduct, an information barrier policy
and risk guidelines.
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Information and systems security: the ESM pursues advanced cybersecurity measures, as the
confidentiality of data and operational integrity of systems is core to the successful execution of
the ESM’s mandate. It has established information security, information and communications
security technology policies, and conducts regular penetration testing of ESM's systems, phishing
exercises and mandatory staff training.

e Reputational: the risk of loss and/or damage resulting from a deterioration in the ESM’s
reputation, reducing its market access, inability to attract staff, and other similar consequences.
The ESM manages this risk by undertaking its mandate with the highest professional standards
and by having centralised coordination of external communication.

e Legal risk: the risk of loss and/or damage resulting from inadequate or inefficient documentation,
litigation against the ESM or its assets, non-compliance with the ESM Treaty, or any other
applicable laws and contractual obligations. Legal risk is managed by obtaining review and advice
from internal and external legal counsel.

e Compliance risk: the risk of loss and/or damage associated with non-compliance with internal
policies, procedures, guidelines and any external regulations. The ESM Code of Conduct defines
the fundamental ethical principles to which ESM staff must adhere, such as the requirements
regarding the employee’s integrity, handling conflicts of interest, and information protection.

Governance
Overview

The ESM is administered and managed by a Board of Governors, a Board of Directors and a Managing
Director (assisted and advised by a Management Board). The voting right of each ESM Member, as
exercised by its appointees on the Board of Governors and Board of Directors, is equal to the number of
shares allocated to such ESM Member under the ESM Treaty (see "Capital Structure™).

Board of Governors
The Board of Governors is the supreme governing body of the ESM.

The Board of Governors consists of the ministers with responsibility for finance of the ESM Members. The
Board of Governors can either be chaired by the President of the Eurogroup, which is a regular meeting of
the finance ministers of the member states of the euro area (which are also the ESM Members), or a
chairman or a vice-chairman, both of them selected by the Board of Governors from among its members
for a term of two years. The European Commissioner for Economic and Monetary Affairs, the President
of the ECB and the President of the Eurogroup (if not the Chairperson or a member of the Board of
Governors) may participate as observers. A current members list of the below governance bodies may be
found on the ESM website at www.esm.europa.eu/esm-governance.

Under the ESM Treaty, the Board of Governors must vote by mutual agreement on various issues,
including, but not limited to: (i) providing stability support to an ESM Member; (ii) issuing new shares on
terms other than at par; (iii) making capital calls of authorised unpaid capital within the authority granted
to the Board of Governors by the ESM Treaty; (iv) changing the authorised capital stock and adapting the
maximum lending volume of the ESM; (v) updating the Contribution Key of capital; (vi) changing the list
of financial assistance instruments; and (vii) approving the application of new members.

However, a qualified majority (i.e., 80% of the votes cast, with voting rights equal to the number of shares
allocated to each ESM Member) may be sufficient for actions, including, but not limited to (i) setting out
the by-laws of the ESM; (ii) appointing or ending the term of office of the Managing Director; (iii)
approving the annual accounts of the ESM; and (iv) deciding on a dispute arising among an ESM Member
and the ESM or between ESM Members concerning the interpretation and application of the ESM Treaty.

Board of Directors

The Board of Directors is responsible for various tasks allocated to it by the ESM Treaty or delegated to it
by the Board of Governors. The Board of Directors makes decisions by qualified majority unless
specifically stated otherwise in the ESM Treaty.
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The Board of Directors comprises 19 directors and 19 alternate directors, appointed by the Board of
Governors. There may be up to two non-voting observers, each appointed by the European Commissioner
for Economic and Monetary Affairs and the President of the ECB.

Managing Director

The Managing Director is the legal representative of the ESM. The Board of Governors appoints the
Managing Director from among candidates with the nationality of an ESM Member, relevant international
experience and a high level of competence in economic and financial matters. The current Managing
Director is Klaus Regling, who was first appointed on 8 October 2012 and re-appointed on 20 February
2017, with his second and final five-year term of office having begun on 8 October 2017.

The Managing Director has a term of office of five years and may be re-appointed once. He/she may not
be concurrently a member or an alternate member of either the Board of Governors or the Board of
Directors. The Board of Governors has the power to remove the Managing Director as it considers
appropriate.

The Managing Director is charged with the management of the current business of the ESM based on the
direction of the Board of Directors. He/she also chairs the meetings of the Board of Directors and
participates in the meetings of the Board of Governors. The Managing Director also organises, appoints
and dismisses the staff in accordance with staff rules adopted by the Board of Directors.

The Management Board consists of the Managing Director and other staff designated by the Managing
Director. The Management Board assists the Managing Director in carrying out the day-to-day management
of the ESM.

Board of Auditors

The Board of Auditors is an independent supervisory body of the ESM's activities. It inspects the ESM
accounts and verifies that the operational accounts and balance sheet are in order. Accordingly, it is granted
full access to all documents of the ESM which it deems necessary for the implementation of its duties. The
Board of Auditors may inform the Board of Directors at any time of its findings and is required to submit
an annual report to the Board of Governors, which is to be made accessible to the national parliaments and
supreme audit institutions of the ESM Members and to the European Court of Auditors.

The Board of Auditors is composed of five members. The Board of Governors appoints the members of the
Board of Auditors on nomination by the Chairperson of the Board of Governors (2 members), the European
Court of Auditors (1 member), and the supreme audit institutions of the ESM Members according to a
rotation scheme (2 members). The members of the Board of Auditors are independent. They are prohibited
from seeking or taking instructions from the ESM governing bodies, the ESM Members or any other public
or private body.

Additionally, the ESM also employs external independent auditors to audit its accounts. ESM external
independent auditors have the power to examine all books and obtain full information about the ESM’s
transactions.

Legal Status and Immunity

The ESM is established as an international financial institution by the ESM Treaty. The ESM has full legal
personality and full legal capacity to (a) acquire and dispose of movable and immovable property, (b)
contract, (c) be a party to legal proceedings, and (d) enter into a headquarter agreement and/or protocols as
necessary for ensuring that its legal status and its privileges and immunities are recognised and enforced.
Additionally, the ESM is specifically empowered to borrow on the capital markets from banks, financial
institutions or other persons or institutions for the performance of its purpose.

The ESM Treaty also grants the ESM wide-ranging immunities and provides that ESM's operations be
exempt from a number of regulations implemented by ESM Members, certain taxation and other legislative
actions to which corporate entities are otherwise subject.
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Preferred Creditor Status

Recital (13) to the ESM Treaty explains that the heads of state or government have stated that loans by the
ESM to ESM Members will enjoy preferred creditor status ("PCS") in a similar fashion to those of the IMF,
while accepting the PCS of the IMF over the ESM. This PCS does not apply to the financial assistance
provided to Spain by the ESM because the Spanish financial assistance was initially granted by the EFSF
and then transferred to the ESM from the EFSF. The EFSF does not enjoy PCS and the agreement with
Spain provided that the Spanish loan would continue to preserve the seniority of the EFSF (rather than
benefit from the ESM PCS).
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FORM OF FINAL TERMS

The Final Terms in respect of each Tranche of Notes will be substantially in the following form, duly
supplemented (if necessary), amended (if necessary) and completed to reflect the particular terms of the
relevant Notes and their issue. Text in this section appearing in italics does not form part of the form of the
Final Terms but denotes directions for completing the Final Terms.

[MIFID 11 product governance / Professional investors and ECPs only target market — Solely for the
purposes of each manufacturer’s product approval process, the target market assessment in respect of the
Notes has led to the conclusion that: (i) the target market for the Notes is eligible counterparties and
professional clients only, each as defined in Directive 2014/65/EU (as amended, "MiFID I11") and (ii) all
channels for distribution of the Notes to eligible counterparties and professional clients are appropriate.
Any person subsequently offering, selling or recommending the Notes (a "distributor") should take into
consideration the manufacturers’ target market assessment; however, a distributor subject to MiFID II is
responsible for undertaking its own target market assessment in respect of the Notes (by either adopting or
refining the manufacturers’ target market assessment) and determining appropriate distribution channels.]

The Issuer is exempt from Directive 2014/65/EU on markets in financial instruments (MiFID 1) and does
not constitute a manufacturer or a distributor under the product governance rules set out in EU Delegated
Directive 2017/593. The Issuer is therefore not subject to the responsibilities conferred on manufacturers
or distributors therein.

Final Terms dated [*]
EUROPEAN STABILITY MECHANISM
Issue of [Aggregate Nominal Amount of Tranche] [Title of Notes] (the "Notes")
under the Debt Issuance Programme
LEI: 222100W4EEAQ77386N50

[The Notes have not been, and will not be, registered under the United States Securities Act of 1933, as
amended (the "Securities Act") or with any securities regulatory authority of any state or other jurisdiction
of the United States, and Notes in bearer form are subject to U.S. tax law requirements. The Notes may not
be offered, sold or delivered within the United States (as defined in Regulation S under the Securities Act
("Regulation S™)) except in certain transactions exempt from the registration requirements of the Securities
Act.][Option for Reg S Notes only]

[The Notes have not been, and will not be, registered under the U.S. Securities Act of 1933, as amended
(the "Securities Act") or with any securities regulatory authority of any state or other jurisdiction of the
United States, and, subject to certain exceptions, may not be offered or sold within the United States (as
defined in Regulation S under the Securities Act ("Regulation S")) and Notes that are in bearer form for
U.S. federal income tax purposes are not being offered to U.S. Holders. The Notes may be offered and sold
(i) within the United States to qualified institutional buyers ("QIBs"), as defined in Rule 144A under the
Securities Act ("Rule 144A") in reliance on the exemption from registration provided by Rule 144A (the
"Rule 144A Notes™) and (ii) to non-U.S. persons in offshore transactions in reliance on Regulation S (the
"Regulation S Notes"). Prospective purchasers are hereby notified that sellers of the Rule 144A Notes
may be relying on the exemption from the provisions of Section 5 of the Securities Act provided by Rule
144A.] [Option for Reg S/144A Notes]

PART A - CONTRACTUAL TERMS

Terms used herein shall be deemed to be defined as such for the purposes of the Conditions (the
"Conditions") set forth in the Information Memorandum dated [+] August 2020 [and the supplement[s] to
the Information Memorandum dated [e], which together constitutes an Information Memorandum] (the
"Information Memorandum™). This document constitutes the Final Terms of the Notes described herein.
These Final Terms contain the final terms of the Notes and must be read in conjunction with such
Information Memorandum [as so amended or supplemented]. [In the case of tap issuances, the Conditions
should be those referred to in the first tranche of Notes of the existing Series]
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[Include whichever of the following apply or specify as “Not Applicable” (N/A). Note that the numbering
should remain as set out below, even if "Not Applicable" is indicated for individual paragraphs or sub-
paragraphs. Italics denote guidance for completing the Final Terms.]

1.

2.

10.

11.

Issuer:
Series Number:

Tranche Number:

(If fungible with an existing Series, details of
that Series, including the date on which the

Notes become fungible)

Specified Currency or Currencies:

Aggregate Nominal Amount:

(i) Series:
(i) Tranche:
Issue Price:

Specified Denominations:

Q) Issue Date:
(i)
Maturity Date:

Interest Basis:

Redemption/Payment Basis:

Interest Commencement Date:
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European Stability Mechanism
[]
[]

N

[Notes may be denominated in euro or in any other currency
or currencies, provided that, for any Series of Notes which is
denominated in a currency other than euro, such issuance is
approved by the Board of Directors.]

[+] per cent. of the Aggregate Nominal Amount [plus accrued
interest from [insert date] (in the case of fungible issues only,
if applicable)] [In the case of Notes issued pursuant to the
auction process the weighted average of all accepted bids
should be included as the issue price]

[€0.01] /[*]

[*]
[Specify/Issue Date/Not Applicable]

[Specify date or (for Floating Rate Notes) Interest Payment
Date falling in or nearest to the relevant month and year]

[The maximum authorised maturity for Notes will be set at the
lowest of (i) forty-five years and (ii) the maximum maturity of
any financial assistance by the Issuer, from the date of issue
of the relevant Notes]

[+ per cent. Fixed Rate]

[[Specify Reference Rate] +/— [*] per cent. Floating Rate]
[Zero Coupon]

[Index Linked Interest]

[Other (Specify)]

(further particulars specified below)

[Redemption at par]



12. Change of Interest or Redemption/Payment

Basis:
13. Call Option
14. (i) Status of the Notes:

(i) Date of Board of Directors approval

for issuance of Notes obtained:

15. Method of distribution:

[Index Linked Redemption]
[Partly Paid]

[Instalment]

[Other (Specify)]

[Specify details of any provision for convertibility of Notes
into another interest or redemption/ payment basis]

[Other (Specify)]

[(further particulars specified below)]
[Issuer Call]

[(further particulars specified below)]
Senior

[], respectively

(N.B. Only relevant where Board of Directors (or similar)
authorisation is required for the particular tranche of Notes)

[Syndicated/Non-syndicated/Auction/Private Placement]

PROVISIONS RELATING TO INTEREST (IF ANY) PAYABLE

16. Fixed Rate Note Provisions

(i) Rate[(s)] of Interest:

(i) Interest Payment Date(s):

(iii) Day Count Fraction:

(iv) [Regular Dates:

(v) Other terms relating to the method of
calculating interest for Fixed Rate

Notes:

17. Floating Rate Note Provisions

Q) Interest Period(s):

(i) Specified Period:
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[Applicable/Not Applicable]

(If not applicable, delete the remaining sub-paragraphs of
this paragraph)

[*] per cent. per annum [payable
[annually/semi-annually/quarterly/monthly/other  (specify)]
in arrear]

[*]in each year [adjusted in accordance with [specify Business
Day Convention]/not adjusted]

[30/360 / Actual/Actual (ICMA/ISDA) / other]
[*] in each year (insert regular interest payment dates,
ignoring issue date or maturity date in the case of a long or

shortfirst or last coupon. N.B. only relevant where Day Count
Fraction is Actual/Actual (ICMA))]

[Not Applicable/give details]

[Applicable/Not Applicable]

(If not applicable, delete the remaining sub-paragraphs of
this paragraph)

[*]
(]



(iii)

(iv)

v)

(vi)

(vii)

(viii)

(ix)

(x)
(xi)
(xii)
(xiii)

(xiv)

Specified Interest Payment Dates:

[First Interest Payment Date]:

Business Day Convention;

Manner in which the Rate(s) of
Interest is/are to be determined:

Party responsible for calculating the
Rate(s) of Interest and/or Interest
Amount(s) :

Screen Rate Determination:

. Reference Rate:

. Interest Determination
Date(s):

. Relevant Screen Page:

. Relevant Time:

ISDA Determination:

. Floating Rate Option:
. Designated Maturity:
. Reset Date:
Margin(s):

Minimum Rate of Interest:

Maximum Rate of Interest:

Day Count Fraction:
Fall back provisions, rounding
provisions, denominator and any

other terms relating to the method of
calculating interest on Floating Rate
Notes, if different from those set out
in the Conditions:

18. Zero Coupon Note Provisions
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(Specified Period and Specified Interest Payment Dates are
alternatives. A Specified Period, rather than Specified
Interest Payment Dates, will only be relevant if the Business
Day Convention is the FRN Convention, Floating Rate
Convention or Eurodollar Convention. Otherwise, insert
"Not Applicable™)

[*]

(Specified Period and Specified Interest Payment Dates are
alternatives. If the Business Day Convention is the FRN
Convention, Floating Rate Convention or Eurodollar
Convention, insert "Not Applicable")

[]

[Floating Rate Convention/ Following Business Day
Convention/ Modified Following Business Day Convention/
Preceding Business Day Convention/ other (give details)]

[Screen Rate Determination/ISDA Determination/other (give
details)]

[[Name] shall be the Calculation Agent]

[*] [For example, LIBOR or EURIBOR]

[*]

[*] [For example, Reuters LIBOR 01/ EURIBOR 01]

[*] [For example, 11.00 a.m. London time/Brussels time]

[+/-]1[*] per cent. per annum
[] per cent. per annum

[*] per cent. per annum

[]

[*]

[Applicable/Not Applicable]



19.

()
(i)
(i)

Accrual Yield:
Reference Price:

Any  other  formula/basis  of
determining amount payable:

Index-Linked Interest Note/other variable-
linked interest Note Provisions

(i)

(iii)

(iv)
v)

(vi)
(vii)

(viii)

(ix)

(x)
(xi)
(xii)

Index/Formula/other variable:

Calculation Agent responsible for
calculating the interest due:

Provisions for determining coupon
where calculated by reference to

Index and/or Formula and/or other
variable:

Interest Determination Date(s):

Provisions for determining coupon
where calculation by reference to
Index and/or Formula and/or other

variable is impossible or
impracticable or otherwise disrupted:

Interest or calculation period(s):

Specified Period:

Specified Interest Payment Dates:

Business Day Convention:

Minimum Rate/Amount of Interest:
Maximum Rate/Amount of Interest:

Day Count Fraction:
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(If not applicable, delete the remaining sub-paragraphs of
this paragraph)

[*] per cent. per annum
[*]

[Consider whether it is necessary to specify a Day Count
Fraction]

[Applicable/Not Applicable]

(If not applicable, delete the remaining sub-paragraphs of
this paragraph)

[give or annex details]

N

[*]

N
[*]

(Specified Period and Specified Interest Payment Dates are
alternatives. A Specified Period, rather than Specified
Interest Payment Dates, will only be relevant if the Business
Day Convention is the FRN Convention, Floating Rate
Convention or Eurodollar Convention. Otherwise, insert
"Not Applicable™)

(]

(Specified Period and Specified Interest Payment Dates are
alternatives. If the Business Day Convention is the FRN
Convention, Floating Rate Convention or Eurodollar
Convention, insert "Not Applicable")

[Floating Rate Convention/ Following Business Day
Convention/ Modified Following Business Day Convention/
Preceding Business Day Convention/ other (give details)]

[*] per cent. per annum

[+] per cent. per annum

[*]



PROVISIONS RELATING TO REDEMPTION

20. Call Option

21.

(i)
(i)

Optional Redemption Date(s):

Optional Redemption Amount(s) or
New ESM Notes to be delivered:

Final Redemption Amount of each Note

In cases where the Final Redemption Amount
is Index-Linked or other variable-linked:

(i)
(i)

(i)

(iv)

v)

(vi)
(vii)

(viii)

Index/Formula/variable:

Calculation Agent responsible for
calculating the Final Redemption
Amount:

Provisions for determining Final
Redemption Amount where
calculated by reference to Index
and/or Formula and/or other variable:

Date  for  determining  Final
Redemption Amount where
calculation by reference to Index
and/or Formula and/or other variable:

Provisions for determining Final
Redemption Amount where
calculation by reference to Index
and/or Formula and/or other variable
is impossible or impracticable or
otherwise disrupted:

[Payment Date]:

Minimum Final Redemption
Amount:
Maximum Final Redemption
Amount:

[Applicable/Not Applicable]

(If not applicable, delete the remaining sub-paragraphs of
this paragraph)

[]
[Specify details, including, if New ESM Notes to be
delivered, the characteristics of such Notes and of their

delivery.]

[+] per Specified Denomination

[give or annex details]

[*]

N

[+] per Specified Denomination

[+] per Specified Denomination

GENERAL PROVISIONS APPLICABLE TO THE NOTES

22. Form of Notes:
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[Reg S:
[Bearer Notes:
Global Note exchangeable for Definitive Notes:

Global Note deposited with the Clearing System and
exchangeable for Definitive Notes in the limited
circumstances described in the Global Note



23.

24.

25.

26.

27.

28.

29.

30.

Talons for future coupons or Receipts to be
attached to Definitive Notes (and dates on
which such talons mature):

Details relating to Partly Paid Notes: amount
of each payment comprising the Issue Price
and date on which each payment is to be made
[and consequences (if any) of failure to pay,
including any right of the Issuer to forfeit the
Notes and interest due on late payment]:

Details relating to Instalment Notes: amount
of each instalment, date on which each
payment is to be made:

Redenomination, renominalisation and

reconventioning provisions:

[Consolidation provisions:

Issuing and Paying Agency Agreement
[Business Day:]

Other final terms:
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[Temporary Global Note exchangeable for Permanent
Global Note]

Temporary Global Note exchangeable for Definitive
Notes]

[Permanent Global Note exchangeable for Definitive
Notes]]

[Registered Notes:

[Global Note Certificate exchangeable for Individual Note
Certificate]]]

[Reg S/144A:
Registered Notes:

[Unrestricted Global Note Certificate exchangeable for
Unrestricted Individual Note Certificates

[Unrestricted Global Note Certificate deposited with the
Clearing System and exchangeable for Unrestricted
Individual Note Certificates in the limited circumstances
described in the relevant Global Note Certificate]

[Restricted Global Note Certificate exchangeable for
Restricted Individual Note Certificates]

[Restricted Global Note Certificate deposited with the
Clearing System and exchangeable for Restricted Individual

Note Certificates in the limited circumstances described in the
relevant Global Note Certificate]

[Yes/No. If yes, give details]

[Not Applicable/give details]

[Not Applicable/give details]

[Not Applicable/The provisions [in Condition [+] apply]

Not Applicable/The provisions [in Condition [+] [annexed to
this Final Terms] apply]

[]

[*]

[Not Applicable/give details]



DISTRIBUTION

31.

32.

33.

34.

35.

36.

37.

Q) If syndicated, names and addresses of
Managers and underwriting
commitments:

(i) Date of Subscription Agreement:
(iii) Stabilising Manager(s) (if any):

If non-syndicated, name and address of
Dealer:

Total commission and concession:
Net proceeds

Use of proceeds:

U.S. Selling Restrictions:

ERISA Eligible

Additional selling restrictions:

GOVERNING LAW

38.

Governing law:

Signed on behalf of the European Stability Mechanism:

By:

Duly authorised
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[Not Applicable/give names, addresses and underwriting
commitments]

(Include names and addresses of entities agreeing to
underwrite the issue on a firm commitment basis and names
and addresses of the entities agreeing to place the issue
without a firm commitment or on a "best efforts™ basis if such
entities are not the same as the Managers.)

[]
[Not Applicable/give name]

[Not Applicable/give name and address]

[] per cent. of the Aggregate Nominal Amount
(]

[The net proceeds of the issuance of this Series of Notes will
be [used for the general operations of the Issuer] / [used to
finance or refinance in part or in whole disbursements by the
Issuer under the Pandemic Crisis Support, through which the
recipient ESM Members are expected to finance or refinance,
in part or in full, Eligible Social Expenditures. The ESM may
issue Social Bonds up to the amount needed to finance or
refinance all “Eligible Social Expenditure” set out in the
Pandemic Response Plans entered into between the European
Commission (on behalf of the ESM) and ESM Members
receiving Pandemic Crisis Support.]

[Reg. S, Category 2]/[Rule 144A]
[TEFRA CJ/[TEFRA D)/[TEFRA Not Applicable]
[Yes] [No]

[Not Applicable/give details]

[Luxembourg law]/[English law]/[other]

BY:

Duly authorised



PART B -

LISTING
(M Listing

(i) Admission to trading

RATINGS

Ratings:

OPERATIONAL INFORMATION
ISIN Code:

Common Code:

CUSIP:

Clearing System, including the relevant
identification number(s):

Intended for New Global Note Form

Intended for New Safekeeping Structure
(NSS)

Delivery:

OTHER INFORMATION

Luxembourg/Other (specify)/ [None]

[Application is/has been made by the Issuer (or on its behalf)
for the Notes to be admitted to trading on the Regulated Market
of the Luxembourg Stock Exchange] with effect from [¢].]
[Application is expected to be made by the Issuer (or on its
behalf) for the Notes to be admitted to trading on [specify
relevant market] with effect from [+].] [Not Applicable.]

(Where documenting a fungible issue need to indicate that
original Notes are already admitted to trading.)

The Notes to be issued have been rated:
[*]

[Need to include a brief explanation of the meaning of the
ratings if this has previously been published by the rating
provider.]

(The above disclosure should reflect the rating allocated to
Notes of the type being issued under the Programme generally
or, where the issue has been specifically rated, that rating.)

[Each of the above credit ratings will be treated for the purposes
of Regulation (EC) No. 1060/2009 of the European Parliament
and of the Council of 16 September 2009 on credit rating
agencies as amended (the "CRA Regulation™) as having been
issued by [*], [*] and [*] respectively. Each of [*], [*] and [*] is
established in the European Union and is registered under the
CRA Regulation. As such, each of [*], [*] and [*] is included in
the list of credit rating agencies published by the European
Securities and Markets Authority on its website in accordance
with the CRA Regulation.

[Euroclear Bank S.A./N.V., Brussels]/ [Clearstream Banking,
société anonyme, Luxembourg]/[Clearstream Banking AG
Frankfurt]/[The Depository Trust Company ]/[Other/give
name(s) and number(s)]

[Applicable/Not Applicable]

[Applicable/Not Applicable]

Delivery [against/free of] payment
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Names and addresses of the Issuing and
Paying Agent:

Names and addresses of additional paying
agent(s) (if any):

Names and addresses of the Luxembourg
Listing Agent:

Names and addresses of the Calculation
Agent (if any):

Intended to be held in a manner which would
allow Eurosystem eligibility:

[*]

[*]

[Insert the following if Notes to be cleared through
Clearstream, Frankfurt]

[Yes

Note that the designation "yes" simply means that the Notes are
intended upon issue to be deposited with a Clearing System and
does not necessarily mean that the Notes will be recognised as
eligible collateral for Eurosystem monetary policy and intraday
credit operations by the Eurosystem either upon issue or at any
or all times during their life. Such recognition will depend upon
the ECB being satisfied that Eurosystem eligibility criteria have
been met.]

[Insert one of the following options if Notes to be cleared
through ICSDs]

[Yes. Note that the designation "yes" simply means that the
Notes are intended upon issue to be deposited with one of the
ICSDs as common safekeeper [(and registered in the name of a
nominee of one of the ICSDs acting as common
safekeeper,][include this text for registered notes] and does not
necessarily mean that the Notes will be recognised as eligible
collateral for Eurosystem monetary policy and intraday credit
operations by the Eurosystem either upon issue or at any or all
times during their life. Such recognition will depend upon the
ECB being satisfied that Eurosystem eligibility criteria have
been met.]

[No. Whilst the designation is specified as "no" at the date of

these Final Terms, should the Eurosystem eligibility criteria be
amended in the future such that the Notes are capable of
meeting them the Notes may then be deposited with one of the
ICSDs as common safekeeper [(and registered in the name of a
nominee of one of the ICSDs acting as common
safekeeper,][include this text for registered notes] . Note that
this does not necessarily mean that the Notes will then be
recognised as eligible collateral for Eurosystem monetary
policy and intraday credit operations by the Eurosystem at any
time during their life. Such recognition will depend upon the
ECB being satisfied that Eurosystem eligibility criteria have
been met.]]

4. [Floating Rate Notes only - BENCHMARKS]

Benchmarks:

Amounts payable under the Notes will be calculated by
reference to [¢] which is provided by [¢]. As at [*], [*]
[appears/does not appear] on the register of administrators and
benchmarks established and maintained by the European
Securities and Markets Authority pursuant to Article 36 of the
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Benchmarks Regulation (Regulation (EU) 2016/1011) (the
"Benchmarks Regulation™). [As far as the Issuer is aware the
transitional provisions in Article 51 of the Benchmarks
Regulation apply, such that [+] is not currently required to
obtain authorisation or registration (or, if located outside the
European Union, recognition, endorsement or
equivalence).]]/[Not Applicable].]

[TERMS AND CONDITIONS OF THE OFFER

Offer Price:
Conditions to which the offer is subject:
Description of the application process:

Description of possibility to reduce
subscriptions and manner for refunding
excess amount paid by applicants:

Details of the minimum and/or maximum
amount of application;

Details of the method and time limits for
paying up and delivering the Notes:

Manner in and date on which results of the
offer are to be made public:

Procedure for exercise of any right of pre-
emption, negotiability of subscription rights
and treatment of subscription rights not
exercised:

Categories of potential investors to which
the Notes are offered and whether tranche(s)
have been reserved for certain countries:

Process for notification to applicants of the
amount allotted and the indication whether
dealing may begin before notification is
made:

Amount of any expenses and taxes
specifically charged to the subscriber or
purchaser:

Name(s) and address(es), to the extent
known to the Issuer, of the placers in the
various countries where the offer takes
place.]

[Issue Price][specify]
[Not Applicable/give details]
[Not Applicable/give details]

[Not Applicable/give details]

[Not Applicable/give details]

[Not Applicable/give details]

[Not Applicable/give details]

[Not Applicable/give details]

[Not Applicable/give details]

[Not Applicable/give details]

[Not Applicable/give details]

[None/give details]

- 64 -



FORMS OF THE NOTES

Arrangements are in place for Notes to be deposited with Clearstream, Frankfurt, Clearstream,
Luxembourg, Euroclear and/or DTC.

1.

Notes deposited with Clearstream, Frankfurt

The following is only applicable for Notes deposited with Clearstream Banking AG, Frankfurt
("Clearstream, Frankfurt").

@)

(b)

Form of Notes

Each Tranche of Notes will be sold solely in reliance on Regulation S and will be represented by
a Global Note deposited with Clearstream, Frankfurt (a "Global Bearer Note"). The relevant
Final Terms for such Notes which have a maturity of more than 365 days will specify that United
States Treasury Regulation §1.163-5(c)(2)(i)(C) (or any successor U.S. Treasury Regulation
section including, without limitation, regulations issued in accordance with U.S. Internal Revenue
Service Notice 2012-20 or otherwise in connection with the U.S. Hiring Incentives to Restore
Employment Act of 2010) (the "TEFRA C Rules") are applicable in relation to the Notes.

All interests in the Global Bearer Notes will be subject to the operations and procedures of
Clearstream, Frankfurt. The Notes will be transferable, subject to the limitations and procedures
described below, by appropriate entries in securities accounts in accordance with applicable rules
of Clearstream, Frankfurt. The Notes will not be eligible for clearance through the facilities of The
Depository Trust Company.

Global Bearer Note exchangeable for Definitive Notes

If the relevant Final Terms specifies the form of Notes as being "Global Bearer Note exchangeable
for Definitive Notes", the Notes will initially be in the form of a Global Bearer Note which will
be exchangeable in whole, but not in part, for Definitive Notes only if Clearstream, Frankfurt or
any other relevant clearing system is closed for business for a continuous period of 14 days (other
than by reason of legal holidays) or announces an intention permanently to cease business.

Whenever the Global Bearer Note is to be exchanged for Definitive Notes, the Issuer shall procure
the prompt delivery (free of charge to the bearer) of such Definitive Notes, duly authenticated and
with Coupons and Talons attached (if so specified in the relevant Final Terms), in an aggregate
principal amount equal to the principal amount of the Global Bearer Note to the bearer of the
Global Bearer Note against the surrender of the Global Bearer Note to or to the order of
Clearstream, Frankfurt within 30 days of the bearer requesting such exchange.

Such exchange will be effected in accordance with the provisions of the Issuing and Paying
Agency Agreement and the regulations concerning the transfer and registration of Notes scheduled
to the Issuing and Paying Agency Agreement and, in particular, shall be effected without charge
to any holder, but against such indemnity as the Registrar may require in respect of any tax or
other duty of whatsoever nature which may be levied or imposed in connection with such
exchange.

In relation to any Tranche of Notes represented by a Global Bearer Note which is held by
Clearstream, Frankfurt, references in the Terms and Conditions of the Notes to "Noteholder" are
references to the holders of co-ownership interests (Miteigentum nach Bruchteilen) in the Notes
represented by the Global Bearer Notes.

On or after the issue date for any Series, transfers of Notes of such Series between accountholders
in Clearstream, Frankfurt will generally have a settlement date two business days after the trade
date (T+2). The customary arrangements for delivery versus payment will apply to such transfers.

For a further description of restrictions on the transfer of Notes, see "Subscription and Sale™ and
"Transfer Restrictions".
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2. Notes deposited with Clearstream, Luxembourg or Euroclear

The following is only applicable for Notes to be deposited with Euroclear Bank S.A./N.V., Brussels
("Euroclear™) and Clearstream Banking, société anonyme, Luxembourg ("Clearstream, Luxembourg").

€)) Form of Notes

(M)

(i)

Bearer Notes

Each Tranche of Notes in bearer form ("Bearer Notes") will initially be in the form of
either a temporary global note in bearer form (the "Temporary Global Note"), without
interest coupons, or a permanent global note in bearer form (the "Permanent Global
Note™), without interest coupons, in each case as specified in the relevant Final Terms.
Each Temporary Global Note or, as the case may be, Permanent Global Note which is
not intended to be issued in new global note ("NGN") form, as specified in the relevant
Final Terms, will be deposited on or around the issue date of the relevant Tranche of the
Notes with a depositary or a common depositary for Euroclear and/or Clearstream,
Luxembourg and/or any other relevant clearing system and each Temporary Global Note
and Permanent Global Note which is intended to be issued in NGN form, as specified in
the relevant Final Terms, will be deposited on or around the issue date of the relevant
Tranche of the Notes with a common safekeeper for Euroclear and/or Clearstream,
Luxembourg.

In the case of each Tranche of Bearer Notes, the relevant Final Terms will also specify
whether the TEFRA C Rules or United States Treasury Regulation §1.163-5(c)(2)(i)(D)
(or any successor U.S. Treasury Regulation section including, without limitation,
regulations issued in accordance with U.S. Internal Revenue Service Notice 2012-20 or
otherwise in connection with the U.S. Hiring Incentives to Restore Employment Act of
2010) (the "TEFRA D Rules") are applicable in relation to the Notes or, if the Notes do
not have a maturity of more than 365 days, that neither the TEFRA C Rules nor the
TEFRA D Rules are applicable.

Registered Notes

Each Tranche of registered notes ("Registered Notes") will be represented by either:

(@) individual Note Certificates in registered form (*Individual Note Certificates");
or
(b) one or more unrestricted global note certificates ("Unrestricted Global Note

Certificate(s)") in the case of Registered Notes sold outside the United States
in reliance on Regulation S and/or one or more restricted global note certificates
("Restricted Global Note Certificate(s) ") in the case of Registered Notes sold
to QIBs in reliance on Rule 144A,

in each case as specified in the relevant Final Terms, and references in this Information
Memorandum to "Global Note Certificates” shall be construed as a reference to
Unrestricted Global Note Certificates and/or Restricted Global Note Certificates.

Each Note represented by a Global Note Certificate will either be: (a) in the case of a Global Note
Certificate which is not to be held under the new safekeeping structure ("New Safekeeping
Structure"), registered in the name of a common depositary (or its nominee) for Euroclear and/or
Clearstream, Luxembourg and/or any other relevant clearing system and the relevant Global Note
Certificate will be deposited on or about the issue date with the common depositary; or (b) in the
case of a Global Note Certificate to be held under the New Safekeeping Structure, be registered in
the name of a common safekeeper (or its nominee) for Euroclear and/or Clearstream, Luxembourg
and/or any other relevant clearing system and the relevant Global Note Certificate will be
deposited on or about the issue date with the common safekeeper for Euroclear and/or Clearstream,
Luxembourg.
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(b) Global Bearer Note exchangeable for Definitive Notes Global Note Certificate exchangeable for
Individual Note Certificates

(i) Global Bearer Note exchangeable for Definitive Notes

If the relevant Final Terms specifies the form of Notes as being "Global Bearer Note
exchangeable for Definitive Notes", the Notes will initially be in the form of a Global
Bearer Note which will be exchangeable in whole, but not in part, for Definitive Notes
only if Euroclear and/or Clearstream, Luxembourg or any other relevant clearing system
is closed for business for a continuous period of 14 days (other than by reason of legal
holidays) or announces an intention permanently to cease business.

Whenever the Global Bearer Note is to be exchanged for Definitive Notes, the Issuer
shall procure the prompt delivery (free of charge to the bearer) of such Definitive Notes,
duly authenticated and with Coupons and Talons attached (if so specified in the relevant
Final Terms), in an aggregate principal amount equal to the principal amount of the
Global Bearer Note to the bearer of the Global Bearer Note against the surrender of the
Global Bearer Note to or to the order of Euroclear and/or Clearstream, Luxembourg
within 30 days of the bearer requesting such exchange.

(i) Global Note Certificate exchangeable for Individual Note Certificates

If the relevant Final Terms specifies the form of Notes as being "Global Note Certificate
exchangeable for Individual Note Certificates”, then the Notes will initially be
represented by one or more Global Note Certificates each of which will be exchangeable
in whole, but not in part, for Individual Note Certificates in the following circumstances
(each an "Exchange Event"):

(@) if Euroclear and/or Clearstream, Luxembourg or any other relevant clearing
system is closed for business for a continuous period of 14 days (other than by
reason of legal holidays) or announces an intention permanently to cease
business; or

(b) if DTC notifies the Issuer that it is no longer willing or able to discharge properly
its responsibilities as depositary with respect to the Global Note Certificate or
DTC ceases to be a "clearing agency" registered under the U.S. Securities
Exchange Act of 1934, as amended (the "Exchange Act"), or if at any time DTC
is no longer eligible to act as such, and the relevant Issuer is unable to locate a
qualified successor within 90 days of receiving notice or becoming aware of
such ineligibility on the part of DTC.

3. Notes deposited with DTC
The following is only applicable for Notes to be deposited with The Depository Trust Company ("DTC").
@) Form of Notes

Each Tranche of Registered Notes will be represented by one or more restricted global note
certificates ("Restricted Global Note Certificate(s)") in the case of Registered Notes sold to QIBs
in reliance on Rule 144A and/or one or more unrestricted global note certificates ("Unrestricted
Global Note Certificate(s)") in the case of Registered Notes sold outside the United States in
reliance on Regulation S, in each case as specified in the relevant Final Terms, and references in
this Information Memorandum to "Global Note Certificates" shall be construed as a reference to
Restricted Global Note Certificates and/or Unrestricted Global Note Certificates.

Each Note represented by a Global Note Certificate will be registered in the name of Cede & Co.
(or such other entity as is specified in the applicable Final Terms) as hominee for DTC and the
relevant Global Note Certificate will be deposited on or about the issue date with the custodian for
DTC (the "DTC Custodian™). Beneficial interests in Notes represented by a Restricted Global
Note Certificate may only be held through DTC at any time.
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(b) Global Note Certificate exchangeable for Individual Note Certificates

If the relevant Final Terms specifies the form of Notes as being "Global Note Certificate
exchangeable for Individual Note Certificates", then the Notes will initially be represented by one
or more Global Note Certificates each of which will be exchangeable in whole, but not in part, for
Individual Note Certificates on an Exchange Event.

4. Certifications in Connection with Exchange or Transfer of Restricted Global Notes/Global
Note Certificates

The following is applicable for Notes deposited with any of Clearstream, Luxembourg, Euroclear,
Clearstream, Frankfurt or DTC.

Whenever a Restricted Global Note/Global Note Certificate is to be exchanged for Individual Note
Certificates in registered form ("Restricted Individual Note Certificates"), each person having an interest
in the Restricted Global Note/Global Note Certificate must provide the Registrar (through the relevant
clearing system) with a certificate given by or on behalf of the holder of each beneficial interest in the
Restricted Global Note/Global Note Certificate stating either (i) that such holder is not transferring its
interest at the time of such exchange or (ii) that the transfer or exchange of such interest has been made in
compliance with the transfer restrictions applicable to the Notes and that the person transferring such
interest reasonably believes that the person acquiring such interest is a QIB and is obtaining such beneficial
interest in a transaction meeting the requirements of Rule 144A. Restricted Individual Note Certificates
issued in exchange for interests in the Restricted Global Note/Global Note Certificate will bear the legends
and be subject to the transfer restrictions set out under "Transfer Restrictions".

A beneficial interest in a Restricted Global Note/Global Note Certificate may be transferred to a person
who takes delivery in the form of an interest in an Unrestricted Global Note/Global Note Certificate only
upon receipt by the Transfer Agent of a written certification (in the form obtainable from the Transfer
Agent) from the transferor to the effect that such transfer is being made in compliance with the restrictions
and representations described in this section and in accordance with Rule 904 of Regulation S under the
Securities Act.

A beneficial interest in an Unrestricted Global Note/Global Note Certificate may be transferred to a person
who wishes to take delivery of such beneficial interest through a Restricted Global Note/Global Note
Certificate only upon receipt by the Transfer Agent of a written certification (in the form obtainable from
the Transfer Agent) from the transferor to the effect that the transferor (i) reasonably believes that the
transferee is a QIB purchasing for its own account (or for the account of one or more QIBs over which
account it exercises sole investment discretion), (ii) transfers such note in a transaction meeting the
requirements of Rule 144A and any applicable securities laws of any state of the United States and (iii) has
notified the transferee of the restrictions on transfer and the representation described in this section.

A beneficial interest in a Restricted Global Note/Global Note Certificate may be transferred to a person
who takes delivery in the form of an interest in a Restricted Global Note /Global Note Certificate without
a written certification from the transferor or the transferee.

A beneficial interest in a Restricted Global Note/Global Note Certificate may be transferred to a person
who takes delivery in the form of an interest in a Unrestricted Global Note/Global Note Certificate only
upon receipt by the Transfer Agent of a written certification (in the form obtainable from the Transfer
Agent) from the transferor to the effect that such transfer is being made in compliance with the restrictions
and representations described in this section and in accordance with Rule 904 of Regulation S under the
Securities Act.

Persons in the United States and U.S. persons (as defined in Regulation S) may acquire or hold Notes only
as Restricted Notes. Any person in the United States or U.S. person wishing to take delivery of Restricted
Notes (the "Transferee") shall, subject to the rules and procedures of the relevant clearing system, provide
to the Transfer Agent a certificate (in the form available from the Transfer Agent) (the "QIB Certificate")
stating among other things that the Transferee is a QIB).

5. Summary of Conditions applicable to Global Notes and Global Note Certificates

The following is applicable for Notes deposited with any of Clearstream, Luxembourg, Euroclear,
Clearstream, Frankfurt or DTC. Each Global Bearer Note, Temporary Global Note, Permanent Global
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Note and Global Note Certificate (together, the "Global Notes™" and each a "Global Note™) will contain
provisions which modify the Terms and Conditions of the Notes as they apply to the Global Note. The
following is a summary of certain of those provisions:

Payments: All payments in respect of the Global Note which, according to the Terms and Conditions of
the Notes, require presentation and/or surrender of a Note or coupon will be made against presentation and
(in the case of payment of principal in full with all interest accrued thereon) surrender of the Global Note,
as applicable, to or to the order of the relevant Clearing System and will be effective to satisfy and discharge
the corresponding liabilities of the Issuer in respect of the Notes. On each occasion on which a payment of
principal or interest is made in respect of the Global Note, the Issuer shall procure that the payment is
entered pro rata in the records of the relevant Clearing System or any other relevant clearing system.

Relationship of accountholders with Clearing Systems: Each of the persons shown in the records of the
Clearing Systems as the holder of a Note in global form must look solely to such Clearing System for its
share of each payment made by the Issuer in respect of such Note, and in relation to all other rights arising
under such Note, subject to and in accordance with the rules and procedures of the Clearing Systems. Such
persons shall have no claim against the Issuer in respect of payments due on the Notes for so long as the
Notes are in global form. The Issuer's obligations will be discharged by payment to the holder of the Global
Note.

Payment Business Day: in the case of a Global Note, the Payment Business Day shall be, if the currency
of payment is euro, any day which is a TARGET Settlement Day and a day on which dealings in foreign
currencies may be carried on in each (if any) additional financial centre; or, if the currency of payment is
not euro, any day which is a day on which dealings in foreign currencies may be carried on in the Principal
Financial Centre of the currency of payment and in each (if any) additional financial centre.

Payment Record Date: each payment in respect of a Global Note Certificate will be made to the person
shown as the Holder in the books and records of the relevant clearing system at the close of business on the
Clearing System Business Day before the due date for such payment (the "Record Date") where "Clearing
System Business Day" means a day on which each clearing system for which the Global Note Certificate
is being held is open for business.

Notices: Notwithstanding Condition 17 (Notices), while all the Notes are represented by a Global Note and
the Global Note is deposited with a Clearing System, notices to Noteholders may be given by delivery of
the relevant notice to the Clearing System and, in any case, such notices shall be deemed to have been given
to the Noteholders in accordance with Condition 17 (Notices) on the date of delivery to the relevant Clearing
System, except that, for so long as such Notes are admitted to trading on the Regulated Market of the
Luxembourg Stock Exchange and it is a requirement of applicable law or regulations, such notices shall be
published in a leading newspaper having general circulation in Luxembourg (which is expected to be
Luxemburger Wort) or published on the website of the Luxembourg Stock Exchange (www.bourse.lu).

Deed of Covenant: Bearer Notes in global form which are governed by English law will have the benefit
of a deed of covenant as described in the Terms and Conditions applicable to the Notes, entered into by the
Issuer. Registered Notes which are governed by English law are constituted by the deed of covenant. Under
the deed of covenant, persons shown in the records of the relevant Clearing System as being entitled to an
interest in a Global Note which becomes void will acquire directly against the Issuer all those rights to
which they would have been entitled if, immediately before the Global Note became void, they had been
the holders of definitive notes in an aggregate principal amount equal to the principal amount of Notes they
were shown as holding in the records of the relevant Clearing System.

Legend: Each Global Note shall contain the following legend: "THIS NOTE IS NOT AN OBLIGATION
OF ANY ESM MEMBER".

Transfers

Transfers of interests in Global Notes within a Clearing System will be in accordance with their respective
rules and operating procedures. None of the Issuer, the Dealers or the Agents will have any responsibility
or liability for any aspect of the records of any Clearing System or any of their respective participants
relating to payments made on account of ownership interests in a Global Note or for maintaining,
supervising or reviewing any of the records of any Clearing System or the records of their respective
participants relating to such ownership interests.
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BOOK-ENTRY CLEARING AND SETTLEMENT

The Issuer has obtained the information in this section from third party sources including the Clearing
Systems. Such information has been accurately reproduced and, as far as the Issuer is aware and is able
to ascertain from information published by the Clearing Systems, no facts have been omitted which would
render the reproduced information inaccurate or misleading. However, the Issuer takes no responsibility
for the accuracy of this information. Neither the Issuer nor the Fiscal Agent will have any responsibility
for the performance by the Clearing Systems or their respective participants or indirect participants of
their respective obligations under the rules and procedures governing their operations.

DTC

DTC is a limited purpose trust company organised under the New York Banking Law, a member of the
Federal Reserve System, a "banking organisation” within the meaning of the New York Banking Law, a
"clearing corporation™ within the meaning of the New York Uniform Commercial Code and a "clearing
agency" registered pursuant to Section 17A of the Exchange Act. DTC holds securities that its participants
("Direct DTC Participants”) deposit with DTC. DTC also facilitates the settlement among Direct DTC
Participants of securities transactions, such as transfers and pledges, in deposited securities through
electronic computerised book-entry changes in Direct DTC Participants' accounts, thereby eliminating the
need for physical movement of securities certificates. Direct DTC Participants include securities brokers
and dealers, banks, trust companies, clearing corporations and certain other organisations. DTC is a wholly-
owned subsidiary of The Depository Trust and Clearing Corporation ("DTCC"). DTCC is the holding
company for DTC, National Securities Clearing Corporation and Fixed Income Clearing Corporation, all
of which are registered clearing agencies. DTCC is owned by the users of its regulated subsidiaries. Access
to the DTC system is also available to others such as securities brokers and dealers, banks and trust
companies that clear through or maintain a custodial relationship with a Direct DTC Participant, either
directly or indirectly ("Indirect DTC Participants” and, together with Direct DTC Participants, "DTC
Participants"”).

Under the rules, regulations and procedures creating and affecting DTC and its operations (the "DTC
Rules"), DTC makes book-entry transfers of Notes among Direct DTC Participants on whose behalf it acts
with respect to Notes accepted into DTC's book-entry settlement system ("DTC Notes") as described below
and receives and transmits distributions of redemption amounts and interest amounts on DTC Notes. The
DTC Rules are on file with the Securities and Exchange Commission. Direct DTC Participants and Indirect
DTC Participants with which beneficial owners of DTC Notes ("Beneficial Owners") have accounts with
respect to the DTC Notes similarly are required to make book-entry transfers and receive and transmit such
payments on behalf of their respective Owners. Accordingly, although Owners who hold DTC Notes
through Direct DTC Participants or Indirect DTC Participants will not possess Notes, the DTC Rules, by
virtue of the requirements described above, provide a mechanism by which Direct DTC Participants will
receive payments and will be able to transfer their interest in respect of the DTC Notes.

Purchases of DTC Notes under the DTC system must be made by or through Direct DTC Participants,
which will receive a credit for the DTC Notes on DTC's records. The ownership interest of each actual
purchaser of each DTC Note ("Beneficial Owner™") is in turn to be recorded on the Direct DTC Participant's
and Indirect DTC Participant's records. Beneficial Owners will not receive written confirmation from DTC
of their purchase, but Beneficial Owners are expected to receive written confirmations providing details of
the transaction, as well as periodic statements of their holdings, from the Direct DTC Participant or Indirect
DTC Participant through which the Beneficial Owner entered into the transaction. Transfers of ownership
interests in the DTC Notes are to be accomplished by entries made on the books of DTC Participants acting
on behalf of Beneficial Owners. Beneficial Owners will not receive certificates representing their ownership
interests in DTC Notes, except in the event that use of the book-entry system for the DTC Notes is
discontinued.

To facilitate subsequent transfers, all DTC Notes deposited by DTC Participants with DTC are registered
in the name of DTC's partnership nominee, Cede & Co., or such other name as may be requested by an
authorised representative of DTC. The deposit of DTC Notes with DTC and their registration in the name
of Cede & Co. or such other DTC nominee effect no change in beneficial ownership. DTC has no
knowledge of the actual Beneficial Owners of the DTC Notes; DTC's records reflect only the identity of
the Direct DTC Participants to whose accounts such DTC Notes are credited, which may or may not be the
Beneficial Owners. The DTC Participants will remain responsible for keeping account of their holdings on
behalf of their customers.
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Conveyance of notices and other communications by DTC to Direct DTC Participants, by Direct DTC
Participants to Indirect DTC Participants and by Direct DTC Participants and Indirect DTC Participants to
Beneficial Owners will be governed by arrangements among them, subject to any statutory or regulatory
requirements as may be in effect from time to time. Redemption notices shall be sent to DTC.

Neither DTC nor Cede & Co. will consent or vote with respect to DTC Notes. Under its usual procedures,
DTC mails an Omnibus Proxy to the Issuer as soon as possible after the record date. The Omnibus Proxy
assigns Cede & Co.’s consenting or voting rights to those Direct Participants to whose accounts the DTC
Notes are credited on the record date (identified in a listing attached to the Omnibus Proxy).

Redemption amounts and interest amounts on the DTC Notes will be made to Cede & Co., or such other
nominee as may be requested by an authorised representative of DTC. DTC's practice is to credit Direct
DTC Participants' accounts upon DTC's receipt of funds and corresponding detail information from the
Issuer or the relevant agent (or such other nominee as may be requested by an authorised representative of
DTC), on the relevant payment date in accordance with their respective holdings shown in DTC's records.
Payments by DTC Participants to Beneficial Owners will be governed by standing instructions and
customary practices, as is the case with securities held for the accounts of customers in bearer form or
registered in "street name", and will be the responsibility of such DTC Participant and not of DTC or the
Issuer, subject to any statutory or regulatory requirements as may be in effect from time to time. Payment
of redemption amounts and interest amounts to DTC is the responsibility of the Issuer, disbursement of
such payments to Direct DTC Participants is the responsibility of DTC, and disbursement of such payments
to the Beneficial Owners is the responsibility of Direct DTC Participants and Indirect DTC Participants. If
less than all of the DTC Notes within an issue are being redeemed, DTC’s practice is to determine by lot
the amount of the interest of each Direct Participant in such issue to be redeemed.

A Beneficial Owner shall give notice to elect to have its DTC Notes purchased or tendered, through its
DTC Participant, to the relevant agent, and shall effect delivery of such DTC Notes by causing the Direct
DTC Participant to transfer the DTC Participant's interest in the DTC Notes, on DTC's records, to the
relevant agent. The requirement for physical delivery of DTC Notes in connection with an optional tender
or a mandatory purchase will be deemed satisfied when the ownership rights in the DTC Notes are
transferred by Direct DTC Participants on DTC's records and followed by a book-entry credit of tendered
DTC Notes to the relevant agent's DTC account.

DTC may discontinue providing its services as depository with respect to the DTC Notes at any time by
giving reasonable notice to the Issuer or the relevant agent. Under such circumstances, in the event that a
successor depository is not obtained, DTC Notes are required to be printed and delivered.

The Issuer may decide to discontinue use of the system of book-entry-only transfers through DTC (or a
successor securities depository). In that event, DTC Notes will be printed and delivered to DTC.

Subject to the transfer restrictions set forth herein and under "Transfer Restrictions"”, transfers of any
interests in DTC Notes may be made only through DTC between Direct DTC Participants and will be
effected in accordance with DTC's procedures, which procedures may change from time to time. The laws
of some states require that certain persons take physical delivery in definitive form of securities that they
own. Consequently, the ability to transfer beneficial interests in a DTC Note to such persons will be limited
to that extent. Because DTC can act only on behalf of Direct DTC Participants, which in turn act on behalf
of Indirect DTC Participants, the ability of a person having beneficial interests in a DTC Note to pledge
such interests to persons or entities that do not participate in the DTC system, or otherwise take actions in
respect of such interests, may be affected by the lack of a physical certificate evidencing such interests.

Subject to the transfer restrictions set forth herein and under "Transfer Restrictions", cross-market transfers
of interests in DTC notes between Direct DTC Participants, on the one hand, and directly or indirectly
through Euroclear or Clearstream participants, on the other, will be effected within DTC in accordance with
DTC rules through Direct DTC Participants that are acting as depositaries for Euroclear or Clearstream;
however, these cross-market transactions will require delivery of instructions to Euroclear or Clearstream,
as the case may be, by the counterparty in the system in accordance with its rules and procedures and within
its established deadlines. Euroclear or Clearstream, as the case may be, will, if the transaction meets its
settlement requirements, deliver instructions to its DTC depositary to take action to effect final settlement
by delivering or receiving interests in the relevant DTC Note in DTC, and making or receiving payment in
accordance with normal procedures for same-day funds settlement applicable to DTC. Euroclear
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participants and Clearstream participants may not deliver instructions directly to the DTC depositaries that
are acting for Euroclear or Clearstream.

Euroclear and Clearstream, Luxembourg

Euroclear and Clearstream, Luxembourg each holds securities for its customers and facilitates the clearance
and settlement of securities transactions by electronic book-entry transfer between their respective
accountholders. Euroclear and Clearstream, Luxembourg provide various services, including safekeeping,
administration, clearance and settlement of internationally traded securities and securities lending and
borrowing. Euroclear and Clearstream, Luxembourg also deal with domestic securities markets in several
countries through established depository and custodial relationships. Euroclear and Clearstream,
Luxembourg have established an electronic bridge between their two systems across which their respective
participants may settle trades with each other.

Euroclear and Clearstream, Luxembourg customers are world-wide financial institutions, including
underwriters, securities brokers and dealers, banks, trust companies and clearing corporations. Indirect
access to Euroclear and Clearstream, Luxembourg is available to other institutions that clear through or
maintain a custodial relationship with an accountholder of either system.

Clearstream, Frankfurt

Clearstream Banking AG, located in Frankfurt/Main and part of Deutsche Bdrse Group, is established and
incorporated in Germany as a stock corporation. Clearstream Banking AG is a licensed central securities
depository in accordance with the provisions of the Securities Deposit Act (Depotgesetz) and is supervised
by the Federal Financial Services Supervisory Authority (Bundesanstalt fiir Finanzdienstleistungsaufsicht
— “BaFin”). Clearstream Banking AG holds securities for its customers and facilitates the settlement of
securities transactions by book entry transfers between their accounts. Clearstream Banking AG provides
various services, including safekeeping, administration and settlement of internationally traded securities
and securities lending and borrowing. Indirect access to Clearstream Banking AG is available to other
institutions that clear through or maintain a custodial relationship with an account holder of Clearstream
Banking AG.

Settlement of Pre-issue Trades

It is expected that delivery of Notes will be made against payment therefor on the relevant Issue Date,
which will be more than two business days following the date of pricing. Under Rule 15¢6-I under the
Exchange Act trades in the U.S. secondary market generally are required to settle within two business days
(T+2), unless the parties to any such trade expressly agree otherwise.

Accordingly, purchasers who wish to trade Notes in the United States on the date of pricing or the next
succeeding business days until the relevant Issue Date will be required, by virtue of the fact the Notes
initially will settle beyond T+2, to specify an alternate settlement cycle at the time of any such trade to
prevent a failed settlement. Settlement procedures in other countries will vary.

Purchasers of Notes may be affected by such local settlement practices and purchasers of Notes between
the relevant date of pricing and the relevant Issue Date should consult their own advisers.
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TAXATION
U.S. Federal Income Taxation

The following is a general discussion of certain U.S. federal income tax considerations relating to the
purchase, ownership and disposition of the Notes by U.S. Holders (as defined below) that purchased Notes
at their initial issuance at their issue price (determined as set forth below) and hold such Notes as capital
assets (generally property held for investment). This discussion does not address all of the U.S. federal
income tax considerations that may be relevant to U.S. Holders in light of their particular circumstances
or to U.S. Holders subject to special rules under U.S. federal income tax laws, such as banks, insurance
companies, retirement plans, regulated investment companies, real estate investment trusts, dealers in
securities, brokers, tax-exempt entities, certain former citizens or residents of the United States, U.S.
Holders that hold the Notes as part of a "straddle", "hedging", "conversion™ or other integrated transaction,
U.S. Holders that mark their securities to market for U.S. federal income tax purposes, U.S. Holders that
have a functional currency that is not the U.S. dollar or U.S. Holders that are required for U.S. federal
income tax purposes to accelerate the recognition of any item of gross income with respect to the Notes
as a result of such income being recognized on an applicable financial statement. In addition, this
discussion does not address the effect of any state, local or non-U.S. tax considerations or any U.S. estate,
gift or alternative minimum tax considerations or the Medicare tax on net investment income.

This discussion is based on the U.S. Internal Revenue Code of 1986, as amended (the "Code"), the
Treasury Regulations promulgated thereunder and administrative and judicial pronouncements; all as in
effect on the date hereof, and all of which are subject to change, possibly with retroactive effect, or
subject to differing interpretation. This discussion does not address the U.S. federal income tax
considerations relating to the purchase, ownership or disposition of (i) Bearer Notes; (ii) credit linked
Notes; (iii) index linked interest Notes; (iv) Notes with a maturity later than 30 years from the date of
issuance; (v) Notes that do not unconditionally require payments at least equal in the aggregate to their
issue price (as determined below); (vi) Notes that are treated as "contingent payment debt instruments"
(under applicable Treasury Regulations); or (vii) certain variable rate debt instruments (as described
under applicable Treasury Regulations). A general discussion of any materially different U.S. federal
income tax considerations relating to any such Series of Notes described in the immediately preceding
sentence may be included in the applicable Final Terms or other supplemental disclosure if such
Series of Notes are offered to U.S. Holders. No rulings have been requested from the U.S. Internal Revenue
Service (the "IRS") and there can be no guarantee that the IRS would not challenge, possibly successfully,
the treatment described below.

For purposes of this discussion, the term "U.S. Holder" means a beneficial owner of a Note that is, for
U.S. federal income tax purposes: (i) an individual who is a citizen or resident of the United States;
(ii) a corporation created or organised in or under the laws of the United States or of any state thereof or
the District of Columbia; (iii) an estate the income of which is subject to U.S. federal income taxation
regardless of its source; or (iv) a trust with respect to which a court within the United States is able to
exercise primary supervision over its administration and one or more U.S. persons have the authority to
control all of its substantial decisions.

If an entity or arrangement treated as a partnership for U.S. federal income tax purposes invests in
a Note, the U.S. federal income tax considerations relating to such investment generally will depend in
part upon the status and activities of such entity and its partners. Such an entity or arrangement should
consult its own tax advisers regarding the U.S. federal income tax considerations applicable to it and its
partners relating to the purchase, ownership and disposition of such Note.

The determination of whether a particular Series of Notes should be classified as indebtedness or equity
for U.S. federal income tax purposes depends on the terms of the Notes of such Series. The Issuer
generally intends to treat Notes issued under the Programme as debt, unless otherwise indicated in the
applicable Final Terms. Certain Notes, however, such as certain Index Linked Notes or Notes with
extremely long maturities, may be treated as equity for U.S. federal income tax purposes. The tax
treatment of Notes to which a treatment other than as debt may apply may be discussed in the applicable
Final Terms. The Issuer's treatment will be binding on all U.S. Holders, except a U.S. Holder that
discloses its differing treatment on its U.S. federal income tax return. However, the Issuer's treatment
is not binding on the IRS, and it is possible that the IRS could attempt to treat a particular Series of Notes
as equity for U.S. federal income tax purposes. If a particular Series of Notes were so treated as equity,
the U.S. federal income tax considerations relating to the purchase, ownership and disposition of the
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Notes of such Series could differ from those described below with respect to timing and character. The
remainder of this discussion assumes that all of the Notes will be treated as indebtedness for U.S. federal
income tax purposes.

PROSPECTIVE INVESTORS ARE ADVISED TO CONSULT THEIR OWN TAX ADVISERS AS TO
THE U.S. FEDERAL INCOME AND OTHER TAX CONSIDERATIONS RELATING TO THE
PURCHASE, OWNERSHIP AND DISPOSITION OF THE NOTES IN LIGHT OF THEIR
PARTICULAR CIRCUMSTANCES, ASWELL AS THE EFFECT OF ANY STATE, LOCAL OR NON-
U.S. TAX LAWS.

Interest and Original Issue Discount

Each U.S. Holder of a Note must include in income payments of "qualified stated interest" (as described
below) in respect of such Note in accordance with such U.S. Holder’s method of accounting for U.S.
federal income tax purposes as ordinary interest income. In general, if the issue price (the "issue price")
of a Note, determined by the first price at which a substantial amount of the Notes of a particular issue is
sold to investors (ignoring sales to bond houses, brokers or similar persons or organizations acting in the
capacity of underwriters, placement agents or wholesalers), excluding pre-issuance accrued interest (as
discussed below under "—Pre-Issuance Accrued Interest"), is less than the "stated redemption price at
maturity" (as described below) of such Note by an amount that is equal to or more than a de minimis
amount, a U.S. Holder will be considered to have purchased such Note with original issue discount
("OID"). In general, the de minimis amount is equal to one quarter () of one percent of the stated
redemption price at maturity of a Note multiplied by the number of complete years to maturity (or, in the
case of a Note providing for the payment of any amount other than qualified stated interest (as defined
below) prior to maturity, multiplied by the weighted average maturity of the Note). If a U.S. Holder
acquires a Note with OID, then regardless of such U.S. Holder’s method of accounting for U.S. federal
income tax purposes, such U.S. Holder will be required to accrue its pro rata share of OID on such Note
on a constant-yield basis and include such accruals in gross income, whether or not such U.S. Holder will
have received any cash payment on the Note. Any amount not treated as OID because it is de minimis
generally must be included in income (generally as gain from the sale of Notes) as principal payments are
received in the proportion that each such payment bears to the original principal amount of the Note.
Special rules apply to Notes with a fixed maturity of one year or less. See below under "— Short-Term
Notes".

"Stated redemption price at maturity" generally means the sum of all payments to be made on a Note
other than payments of "qualified stated interest”. "Qualified stated interest” generally means stated
interest that is unconditionally payable at least annually at a single fixed rate, or in the case of a variable
rate debt instrument (as defined below), at a single qualified floating rate or single objective rate (as such
terms are defined below). If a Note is a variable rate debt instrument but interest is payable at a rate other
than a single qualified floating rate or a single objective rate, the special rules that apply will be described

in the applicable Final Terms.

In the case of a Note that is a variable rate debt instrument, the amount of qualified stated interest
and the amount of OID, if any, that accrues during an accrual period is generally determined by assuming
that the variable rate is a fixed rate equal to: (i) in the case of a qualified floating rate or qualified
inverse floating rate (each as defined below), the value, as of the issue date, of the qualified floating
rate or qualified inverse floating rate; or (ii) in the case of an objective rate (as defined below, and other
than a qualified inverse floating rate), a fixed rate that reflects the yield that is reasonably expected for
the debt instrument. Qualified stated interest (or, if there is no qualified stated interest, OID) allocable
to an accrual period is then increased (or decreased) if the interest actually paid during an accrual
period exceeds (or is less than) the interest assumed to be paid during the accrual period pursuant to
clause (i) or (ii), as applicable. Special rules that apply to a variable rate debt instrument that provides
for stated interest at a fixed rate under certain circumstances will be described in the applicable Final Terms.

A "variable rate debt instrument” is a debt instrument that; (i) has an issue price that does not exceed the
total non-contingent principal payments by more than an amount equal to the lesser of (a) 0.015 multiplied
by the product of such total non-contingent principal payments and the number of complete years to
maturity of the instrument (or, in the case of a Note providing for the payment of any amount other than
qualified stated interest prior to maturity, multiplied by the weighted average maturity of the Note) or
(b) 15 percent of the total non-contingent principal payments; (ii) provides for stated interest
(compounded or paid at least annually) at the current value of (A) one or more qualified floating rates;
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(B) a single fixed rate and one or more qualified floating rates; (C) a single objective rate or (D) a single
fixed rate and a single objective rate that is a qualified inverse floating rate; and (iii) does not provide
for any principal payments that are contingent. The current value of a rate is the value of the rate on any
day that is no earlier than three months prior to the first day on which that value is in effect and no later
than one year following that first day.

A "qualified floating rate" is generally a floating rate under which variations in the rate can reasonably
be expected to measure contemporaneous variations in the cost of newly borrowed funds in the currency
in which a debt instrument is denominated. A multiple of a qualified floating rate is not a qualified
floating rate unless the relevant multiplier is (i) fixed at a number that is greater than 0.65 but not more
than 1.35 or (ii) fixed at a number that is greater than 0.65 but not more than 1.35, increased or
decreased by a fixed rate. A variable rate is not considered a qualified floating rate if the variable
rate is subject to a cap, floor, governor (i.e., a restriction on the amount of increase or decrease in the
stated interest rate) or similar restriction that is reasonably expected as of the issue date to cause the
yield on the Note to be significantly more or less than the expected yield determined without the
restriction (other than a cap, floor, governor or similar restriction that is fixed throughout the term of the
Note).

An "objective rate" is a rate (other than a qualified floating rate) that is determined using a single fixed
formula and that is based on objective financial or economic information. However, an objective rate
does not include a rate based on information that is within the control of the Issuer (or certain related
parties of the Issuer) or that is unique to the circumstances of the Issuer (or certain related parties of the
Issuer), such as dividends, profits or the value of the Issuer’s stock. A "qualified inverse floating rate"
is an objective rate (i) that is equal to a fixed rate minus a qualified floating rate and (ii) the variations
in which can reasonably be expected to inversely reflect contemporaneous variations in the qualified
floating rate (disregarding any caps, floors, governors or similar restrictions that would not, as
described above, cause a rate to fail to be a qualified floating rate). Notwithstanding the first sentence
of this paragraph, a rate is not an objective rate if it is reasonably expected that the average value of the
rate during the first half of the Note’s term will be either significantly less than or significantly greater
than the average value of the rate during the final half of the Note’s term. The IRS may designate rates
other than those specified above that will be treated as objective rates. As of the date of this Information
Memorandum, no other rates have been designated.

If (i) interest on a Note is stated at a fixed rate for an initial period of one year or less followed by a variable
rate that is either a qualified floating rate or an objective rate for a subsequent period and (ii) the value
of the variable rate on the issue date is intended to approximate the fixed rate, the fixed rate and the
variable rate together constitute a single qualified floating rate or objective rate. A fixed rate and a
variable rate will be conclusively presumed to meet the requirements of the preceding sentence if the
value of the variable rate on the issue date does not differ from the value of the fixed rate by more than
0.25 percentage points (25 basis points).

If a floating rate Note does not qualify as a variable rate debt instrument or otherwise provides for
contingent payments, or if a fixed rate Note provides for contingent payments, such Note may constitute
a "contingent payment debt instrument”. Interest payable on a contingent payment debt instrument is not
treated as qualified stated interest. Special rules applicable to contingent payment debt instruments
offered to U.S. Holders will be described in the applicable Final Terms.

In general, the following rules apply if (i) a Note provides for one or more alternative payment
schedules applicable upon the occurrence of a contingency or contingencies and the timing and amounts
of the payments that comprise each payment schedule are known as of the issue date and (ii) either
a single payment schedule is significantly more likely than not to occur or the Note provides the Issuer
or a U.S. Holder with an unconditional option or options exercisable on one or more dates during
the term of the Note. If based on all the facts and circumstances as of the issue date a single payment
schedule for a debt instrument, including the stated payment schedule, is significantly more likely
than not to occur, then, in general, the yield and maturity of the Note are computed based on this
payment schedule. If the Issuer or a U.S. Holder has an unconditional option or options that, if exercised,
would require payments to be made on the Note under an alternative payment schedule or schedules,
then (i) in the case of an option or options exercisable by the Issuer, the Issuer will be deemed to
exercise or not exercise an option or combination of options in a manner that minimises the yield on the
Note and (ii) in the case of an option or options of the U.S. Holder, the U.S. Holder will be deemed to
exercise or not exercise an option or combination of options in a manner that maximises the yield on
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the Note. Notes subject to the above rules will not be treated as contingent payment debt instruments as
a result of the contingencies described above. If a contingency (including the exercise of an option)
actually occurs or does not occur contrary to an assumption made according to the above rules (a "Change
in Circumstances"), then, except to the extent that a portion of the Note is repaid as a result of a Change
in Circumstances and solely for purposes of the accrual of OID, the Note is treated as retired and then
reissued on the date of the Change in Circumstances for an amount equal to the Note’s adjusted issue
price on that date.

A U.S. Holder may elect to treat all interest on any Note as OID and calculate the amount includible in
gross income under the constant yield method. For purposes of this election, interest includes stated
interest, acquisition discount, OID, de minimis OID, market discount, de minimis market discount, and
unstated interest, as adjusted by any amortisable bond premium or acquisition premium. The election
must be made for the taxable year in which a U.S. Holder acquires a Note, and may not be revoked without
the consent of the IRS.

Pre-Issuance Accrued Interest.

If (i) a portion of the initial purchase price of a Note is attributable to pre-issuance accrued interest, (ii) the
first stated interest payment on the Note is to be made within one year of the Note’s issue date, and (iii) the
payment will equal or exceed the amount of pre-issuance accrued interest, then an election may be made
to decrease the issue price of the Note by the amount of pre-issuance accrued interest. If this election is
made, a portion of the first stated interest payment will be deemed to be a non-taxable return of pre-issuance
accrued interest and, accordingly, will not be taxable as interest on the Notes. If this election is not made,
the U.S. federal income tax treatment of any pre-issuance accrued interest is not entirely clear. U.S. Holders
should consult their tax advisers concerning the U.S. federal income tax treatment of pre-issuance accrued
interest.

Premium

If the amount paid by a U.S. Holder for a Note exceeds the stated redemption price at maturity of such
Note, such U.S. Holder generally will be considered to have purchased such Note at a premium equal
in amount to such excess. In this event, such U.S. Holder generally may elect to amortise such
premium, based generally on a constant-yield basis, as an offset to interest income over the remaining
term of such Note. In the case of a Note that may be redeemed prior to maturity, the premium amortisation
and redemption date are calculated assuming that the Issuer and the U.S. Holder will exercise or not
exercise redemption rights in a manner that maximises the U.S. Holder’s yield. It is unclear how
premium amortisation is calculated when the redemption date or the amount of any redemption premium
is uncertain. A U.S. Holder that elects to amortise bond premium must reduce its tax basis in a Note by
the amount of the aggregate deductions allowable for the amortised bond premium. The amount amortised
in any year will be treated as a reduction of interest income from such Note. Bond premium on a Note held
by a U.S. Holder that does not make such an election will decrease the gain or increase the loss otherwise
recognised on the sale, exchange or redemption of such Note. The election to amortise bond premium,
once made, will apply to all debt obligations held or subsequently acquired by the electing U.S.
Holder on or after the first day of the first taxable year to which the election applies, and may not be
revoked without the consent of the IRS.

If a U.S. Holder makes a constant yield election (as described under "—Interest and Original Issue
Discount") for a Note with amortisable bond premium, such election will result in a deemed election to
amortise bond premium for all of the U.S. Holder's debt instruments with amortisable bond premium.

Market Discount

If a U.S. Holder purchases a Note (other than a Short-Term Note (as defined below)) for an amount that is
less than its stated redemption price at maturity or, in the case of an OID Note, its adjusted issue price, the
amount of the difference will be treated as market discount for U.S. federal income tax purposes, unless
this difference is less than a specified de minimis amount.

A U.S. Holder will be required to treat any principal payment (or, in the case of an OID Note, any payment
that does not constitute qualified stated interest) on, or any gain on the sale, exchange, retirement or other
disposition of a Note, including disposition in certain non-recognition transactions, as ordinary income to
the extent of the market discount accrued on the Note at the time of the payment or disposition unless this

-76 -



market discount has been previously included in income by the U.S. Holder pursuant to an election by the
Noteholder to include market discount in income as it accrues. An election to include market discount in
income as it accrues applies to all debt instruments with market discount acquired by the electing U.S.
Holder on or after the first day of the first taxable year to which such election applies and may not be
revoked without the consent of the IRS. In addition, a U.S. Holder that does not elect to include market
discount in income currently may be required to defer, until the maturity of the Note or its earlier disposition
(including certain non-taxable transactions), the deduction of all or a portion of the interest expense on any
indebtedness incurred or maintained to purchase or carry such Note.

Market discount will accrue on a straight line basis unless a U.S. Holder makes an election with respect to
a particular note to accrue on a constant yield basis (as described under "—Interest and Original Issue
Discount™). Such election will result in a deemed election for all market discount bonds acquired by the
Noteholder on or after the first day of the first taxable year to which such election applies.

Acquisition Premium

A U.S. Holder that purchases a Note for an amount less than or equal to the sum of all amounts payable on
the Note after the purchase date, other than payments of qualified stated interest, but in excess of its adjusted
issue price (any such excess being "acquisition premium™) and that does not make the election described
above under the caption"— Interest and Original Issue Discount" to treat all interest on any Note as OID
and calculate the amount includible in gross income under the constant yield method, is permitted to
reduce the daily portions of OID by a fraction, the numerator of which is the excess of the U.S. Holder’s
adjusted basis in the Note immediately after its purchase over the Note's adjusted issue price, and the
denominator of which is the excess of the sum of all amounts payable on the Note after the purchase date,
other than payments of qualified stated interest, over the Note's adjusted issue price. A Note’s "adjusted
issue price" is its issue price (as determined above) increased by the amount of previously includable OID
and decreased by the amount of any payments on the Note that do not constitute qualified stated interest.

Short-Term Notes

Notes that have a fixed maturity of one year or less ("Short-Term Notes") will be treated as issued with
OID. In general, an individual or other U.S. Holder that uses the cash method of accounting is not required
to accrue such OID unless such U.S. Holder elects to do so. If such an election is not made, any gain
recognised by such U.S. Holder on the sale, exchange, retirement or other disposition of a Short-Term
Note will be ordinary income to the extent of the OID accrued on a straight line basis, or upon such
U.S. Holder’s election under the constant yield method (based on daily compounding), through the
date of sale, exchange, retirement or other disposition, and a portion of the deduction otherwise
allowable to such U.S. Holder for interest on borrowings allocable to the Short-Term Note will be
deferred until a corresponding amount of income on such Short-Term Note is realised. U.S. Holders
that report income for U.S. federal income tax purposes under the accrual method of accounting and certain
other holders are required to accrue OID related to a Short-Term Note as ordinary income on a straight-
line basis unless an election is made to accrue the OID under a constant yield method (based on daily
compounding).

For purposes of determining the amount of OID subject to these rules, all interest payments on a Short-
Term Note are included in the Short-Term Note’s stated redemption price at maturity.

Sale, Exchange, Retirement or Other Disposition of Notes

In general, a U.S. Holder of a Note will have a tax basis in such Note equal to the cost of such Note to such
U.S. Holder, increased by any amount includible in income by such U.S. Holder as OID and reduced
by any amortised premium and any payments received with respect to the Note other than payments of
qualified stated interest. Upon a sale, exchange, retirement or other disposition of a Note, a U.S. Holder
will generally recognise gain or loss equal to the difference between the amount realised on the sale,
exchange, retirement or other disposition (less any amount that is attributable to pre-issuance accrued
interest, which will be treated as described above and accrued but unpaid qualified stated interest,
which will constitute ordinary interest income if not previously included in income) and such U.S.
Holder’s tax basis in such Note. Subject to the rules described below under "— Foreign Currency
Notes", such gain or loss generally will be long-term capital gain or loss if such U.S. Holder will have
held such Note for more than one year at the time of disposition. Certain non-corporate U.S. Holders are
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entitled to preferential treatment for net long-term capital gains. The ability of a U.S. Holder to offset
capital losses against ordinary income is subject to substantial limitations.

Foreign Currency Notes

The following discussion generally describes special rules that apply, in addition to the rules described
above, to Notes that are denominated in, or provide for payments determined by reference to, a currency
other than the U.S. dollar (*Foreign Currency Notes™). The amount of qualified stated interest paid with
respect to a Foreign Currency Note that is includible in income by a U.S. Holder that uses the cash
method of accounting for U.S. federal income tax purposes is the U.S. dollar value of the amount paid,
as determined on the date of actual or constructive receipt by such U.S. Holder, using the spot rate of
exchange on such date. In the case of qualified stated interest on a Foreign Currency Note held by a
U.S. Holder that uses the accrual method of accounting, and in the case of OID (other than OID on a
Short-Term Note that is not required to be accrued) for every U.S. Holder, such U.S. Holder is required
to include the U.S. dollar value of the amount of such interest income or OID (which is determined in
the foreign currency) that accrued during the accrual period. The U.S. dollar value of such accrued
interest income or OID generally is determined by translating such income at the average rate of
exchange for the accrual period (or, with respect to an accrual period that spans two taxable years, at
the average spot rate of exchange for the partial period within the taxable year). Alternatively, such U.S.
Holder may elect to translate such income at the spot rate of exchange on the last day of the accrual period
(or, with respect to an accrual period that spans two taxable years, at the spot rate of exchange in effect
on the last day of the taxable year for the partial period). If the last day of the accrual period is within
five business days of the date of receipt of the accrued interest, a U.S. Holder that has made such
election may translate accrued interest using the spot rate of exchange in effect on the date of receipt.
The above election will apply to all debt obligations held by such U.S. Holder and may not be changed
without the consent of the IRS. The U.S. Holder will recognise, as ordinary income or loss, foreign
currency exchange gain or loss with respect to such accrued interest income or OID on the date the
interest or OID is actually or constructively received, reflecting fluctuations in currency exchange
rates between the spot rate of exchange used to determine the accrued interest income or OID for the
relevant accrual period and the spot rate of exchange on the date such interest or OID is actually or
constructively received.

A U.S. Holder will calculate the amortisation of any bond premium for a Foreign Currency Note in
the applicable foreign currency. Amortisation deductions attributable to a period will reduce interest
payments in respect of that period, and therefore are translated into U.S. dollars at the spot rate of
exchange used for those interest payments. Foreign currency exchange gain or loss will be realised with
respect to amortised premium on a Foreign Currency Note based on the difference between the spot rate
of exchange at which the amortisation deductions were translated into U.S. dollars and the spot rate of
exchange on the date such U.S. Holder acquired the Foreign Currency Note. Where a U.S. Holder elects to
include market discount in income currently, the amount of market discount will be determined for any
accrual period in the relevant foreign currency and then translated into U.S. dollars on the basis of the
average rate in effect during the accrual period. Exchange gain or loss realised with respect to such accrued
market discount shall be determined in accordance with the rules relating to accrued interest described
above. Accrued market discount (other than market discount currently included in income) taken into
account upon the receipt of any partial principal payment or upon the sale, retirement or other disposition
of a Note is generally translated into U.S. dollars at the spot rate on such payment or disposition date.

The amount realised with respect to a sale, exchange, retirement or other disposition of a Foreign
Currency Note generally will be the U.S. dollar value of the payment received, determined on the date
of disposition of such Foreign Currency Note (using the spot rate of exchange on such date). However,
with respect to Foreign Currency Notes that are treated as traded on an established securities market,
such amount realised will be determined using the spot rate of exchange on the settlement date in the
case of (i) a U.S. Holder that is a cash method taxpayer or (ii) a U.S. Holder that is an accrual method
taxpayer that elects such treatment. This election may not be changed without the consent of the IRS.
Gain or loss that is recognised generally will be ordinary income or loss to the extent it is attributable to
fluctuations in currency exchange rates between the date of purchase and the date of sale, exchange,
retirement or other disposition. Such foreign currency exchange gain (or loss), together with any foreign
currency exchange gain (or loss) realised on such disposition in respect of accrued interest or OID,
generally will be recognised only to the extent of the total gain (or loss) realised by such U.S.
Holder on the sale, exchange, retirement or other disposition of the Foreign Currency Note. Any such
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total gain (or loss) realised by a U.S. Holder not treated as foreign currency exchange gain (or loss)
generally will be capital gain (or loss) (subject to the discussion above regarding Short-Term Notes).

A U.S. Holder that determines its amount realised in connection with the sale, exchange or other
disposition of a Foreign Currency Note by reference to the spot rate of exchange on the date of such sale,
exchange or other disposition (rather than on the settlement date) may recognise additional foreign
currency exchange gain or loss upon receipt of non-U.S. currency from such sale, exchange, retirement
or other disposition.

A U.S. Holder will recognise an amount of foreign currency exchange gain or loss on a sale or other
disposition of any non-U.S. currency equal to the difference between (i) the amount of U.S. dollars, or
the fair market value in U.S. dollars of any other property, received in such sale or other disposition and
(i) the tax basis of such non-U.S. currency. A U.S. Holder generally will have a tax basis in non-
U.S. currency received from a sale, exchange, retirement or other disposition of a Foreign Currency
Note equal to the U.S. dollar value of such non-U.S. currency on the date of receipt.

A Note that provides for payments in more than one currency generally will be treated as a "contingent
payment debt instrument”, and the special rules applicable to such instruments may be described in the
applicable Final Terms or other supplemental disclosure if the Notes are offered to U.S. Holders.

Reference Rate Adjustment

If the elimination of LIBOR, EURIBOR or any other benchmark, or changes in the manner of
administration of any benchmark, results in an adjustment to the interest calculation provisions of the
Conditions (a "Reference Rate Adjustment"), this may be treated as a deemed exchange of old notes
for new notes, which may be taxable to U.S. Holders, or may affect the calculation of OID. U.S. Holders
should consult with their tax advisors regarding the potential consequences of a Reference Rate
Adjustment.

Recently released proposed Treasury Regulations describe circumstances under which a Reference Rate
Adjustment would not be treated as a deemed exchange and would not affect the calculation of OID,
provided certain conditions are met. It cannot be determined at this time whether the final Treasury
Regulations on this issue will contain the same standards as the proposed Treasury Regulations.

Backup Withholding and Information Reporting

Information returns may be filed with the IRS in connection with payments on the Notes and the proceeds
from a sale or other disposition of the Notes. A U.S. Holder may be subject to U.S. backup withholding on
these payments if it fails to provide its tax identification number to the paying agent and comply with certain
certification procedures. The amount of any backup withholding from a payment to a U.S. Holder will be
allowed as a credit against the U.S. Holder's U.S. federal income tax liability and may entitle the U.S.
Holder to a refund, provided that the required information is timely furnished to the IRS.

In addition, U.S. Holders should consult their tax advisers about any additional reporting obligations that

may apply as a result of the acquisition, holding or disposition of the Notes. Failure to comply with certain
reporting obligations could result in the imposition of substantial penalties.
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UNITED STATES EMPLOYEE BENEFIT PLAN CONSIDERATIONS

The U.S. Employee Retirement Income Security Act of 1974, as amended ("ERISA"), imposes certain
requirements on "employee benefit plans" (as defined in Section 3(3) of ERISA) subject to Title | of
ERISA, including collective investment funds and separate accounts whose underlying assets include the
assets of such plans (collectively, "ERISA Plans™), and on those persons who are fiduciaries with respect
to ERISA Plans. Investments by ERISA Plans are subject to ERISA's general fiduciary requirements,
including the requirement of investment prudence and diversification and the requirement that an ERISA
Plan's investments be made in accordance with the documents governing the ERISA Plan.

Section 406 of ERISA and Section 4975 of the U.S. Internal Revenue Code of 1986, as amended (the
"Code"), prohibit certain transactions involving the assets of an ERISA Plan (as well as those plans that are
not subject to ERISA but which are subject to Section 4975 of the Code, such as individual retirement
accounts and entities whose underlying assets include the assets of such plans (together with ERISA Plans,
"Plans™)) and certain persons (referred to as "parties in interest” within the meaning of Section 3(14) of
ERISA or "disqualified persons” within the meaning of Section 4975 of the Code and collectively,
"Parties in Interest") having certain relationships to such Plans, unless a statutory or administrative
exemption is applicable to the transaction. To the extent a purchase of Notes (or an interest in a Note) by
a Plan is permitted, prohibited transactions within the meaning of Section 406 of ERISA or Section 4975
of the Code may arise if the Notes are acquired by a Plan with respect to which any of the Issuer, the
Dealers, the Stabilising Manager, the Agents, the DTC Custodian or any of their respective affiliates
(collectively, the "Transaction Parties") is a Party in Interest . A Party in Interest who engages in a
prohibited transaction may be subject to excise taxes and other penalties and liabilities under ERISA and
Section 4975 of the Code. Certain exemptions from the prohibited transaction provisions of Section 406
of ERISA and Section 4975 of the Code may be applicable, however, depending in part on the type of Plan
fiduciary making the decision to acquire Notes and the circumstances under which such decision is made.
Included among these exemptions are Section 408(b)(17) of ERISA and Section 4975(d)(20) of the Code
(relating to transactions between a person that is a Party in Interest (other than a fiduciary or an affiliate
that has or exercises discretionary authority or control or renders investment advice with respect to assets
involved in the transaction) solely by reason of providing services to the plan, provided that the plan pays
no more than, and receives no less than, adequate consideration for the transaction), Prohibited Transaction
Class Exemption ("PTCE") 91-38 (relating to investments by bank collective investment funds), PTCE 84-
14 (relating to transactions effected by a qualified professional asset manager), PTCE 95-60 (relating to
transactions involving insurance company general accounts), PTCE 90-1 (relating to investments by
insurance company pooled separate accounts) and PTCE 96-23 (relating to transactions determined by in-
house asset managers). Prospective investors should consult with their advisors regarding the prohibited
transaction rules and these exemptions. There can be no assurance that any exemption will be available
with respect to any particular transaction involving the Notes, or that, if an exemption is available, it will
cover all aspects of any particular transaction.

Unless otherwise permitted pursuant to the Final Terms, a Plan may not purchase, hold or hold any interest
in the Notes. Each purchaser and transferee of a Note (or any interest therein), unless stated in the Final
Terms, will be deemed to have represented and agreed that it is not, and is not acting on behalf of (and for
so long as it holds a Note (or any interest therein) will not be, and will not be acting on behalf of), a Plan.
If a purchaser or transferee of a Note is not a Plan but is, or is acting on behalf of, a governmental, church
or non-U.S. plan that is subject to any U.S. federal, state, local or non-U.S. law or regulation that is
substantially similar to Section 406 of ERISA or Section 4975 of the Code ("Similar Law") then such
purchaser or transferee will be deemed to represent and agree that its acquisition, holding and disposition
of a Note (or any interest therein) will not constitute or result in a violation of any Similar Law and will not
subject the Issuer to any Similar Law solely as a result of the investment in the Issuer by such plan.

Governmental plans (as defined in Section 3(32) of ERISA), church plans (as defined in Section 3(33) of
ERISA) that have made no election under Section 410(d) of the Code and non-U.S. plans (as described in
Section 4(b)(4) of ERISA), while not subject to the fiduciary responsibility provisions of ERISA or the
prohibited transaction provisions of Section 406 of ERISA or Section 4975 of the Code, may nevertheless
be subject to Similar Law. Fiduciaries of any such plans should consult with their counsel before
purchasing any Notes.

The foregoing discussion is general in nature and not intended to be all-inclusive. Any Plan fiduciary who
proposes to cause a Plan to purchase Notes (or any interest therein) to the extent permitted in the Final
Terms should consult with its counsel regarding the applicability of the fiduciary responsibility and

- 80 -



prohibited transaction provisions of ERISA and Section 4975 of the Code to such an investment, and to
confirm that such investment will not constitute or result in a non-exempt prohibited transaction or any
other violation of an applicable requirement of ERISA or the Code. If, in the Final Terms, Plans are
permitted to purchase Notes, each purchaser and subsequent transferee of a Note (or any interest therein)
will be deemed to have represented and agreed that either (i) it is not, and is not acting on behalf of (and
for so long as it holds a Note (or any interest therein) will not be, and will not be acting on behalf of), a
Plan or a governmental, church or non-U.S. plan that is subject to any Similar Law or (b) its acquisition,
holding and disposition of such Note (or any interest therein) will not constitute or result in a non-exempt
prohibited transaction under Section 406 of ERISA or Section 4975 of the Code (or, in the case of a
governmental, church or non-U.S. plan subject to Similar Law, a violation of any Similar Law and will not
subject the Issuer to any Similar Law solely as a result of the investment in the Issuer by such plan).

Moreover, if in the Final Terms Plans are permitted to purchase Notes (or any interest therein), each
purchaser and subsequent transferee of a Note (or any interest therein) that is a Plan will be deemed to have
represented by its purchase of the Notes (or any interest therein) that (i) none of the Transaction Parties has
provided any investment recommendation or investment advice to the Plan or any fiduciary or other person
investing on behalf of the Plan, or who otherwise has discretion or control over the investment and
management of "plan assets" (a "Plan Fiduciary"), on which either the Plan or Plan Fiduciary has relied
in connection with the decision to purchase the Notes (or any interest therein), (ii) none of the Transaction
Parties is undertaking to act as a "fiduciary”, as that term is defined in Section 3(21) of ERISA or
Section 4975(e)(3) of the Code, to the Plan or Plan Fiduciary in connection with the Plan's purchase of the
Notes (or any interest therein) and (iii) the Plan Fiduciary is exercising its own independent judgment in
evaluating the transaction.
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SUBSCRIPTION AND SALE

Notes may be sold from time to time by the Issuer to any one or more dealers appointed from time to time
in relation to each Tranche of Notes (the "Dealers™). The arrangements under which Notes may from time
to time be agreed to be sold by the Issuer to, and purchased by, Dealers are set out in a Master Dealer
Agreement dated 28 September 2018 (the "Master Dealer Agreement™). Any such agreement will, inter
alia, make provision for the form and terms and conditions of the relevant Notes, the price at which such
Notes will be purchased by the Dealers and the commissions or other agreed deductibles (if any) payable
or allowable by the Issuer in respect of such purchase. The Master Dealer Agreement makes provision for
the resignation or termination of appointment of existing Dealers and for the appointment of additional or
other Dealers either generally in respect of the Programme or in relation to a particular Tranche of Notes.
The Notes may also be sold from time to time by the Issuer by way of a private placement.

Dealers and their respective affiliates are full-service financial institutions engaged in various activities,
which may include securities trading, commercial and investment banking, financial advisory, investment
management, investment research, principal investment, hedging, financing and brokerage activities. The
several Dealers and their respective affiliates may be engaged in a broad range of transactions that involve
interests that differ from those of the Issuer, and the Dealers have not provided any legal, accounting,
regulatory or tax advice with respect to any offering contemplated hereby and the Issuer has consulted its
own legal, accounting, regulatory and tax advisors to the extent it deemed appropriate. Where any of the
Dealers or their affiliates has a lending relationship with the Issuer, certain of those Dealers or their affiliates
routinely hedge, and certain other of those Dealers may hedge, their credit exposure to the Issuer consistent
with their customary risk management policies. Typically, these Dealers and their affiliates would hedge
such exposure by entering into transactions which consist of either the purchase of credit default swaps or
the creation of short positions in our securities, including potentially the Notes. Any such credit default
swaps or short positions could adversely affect future trading prices of the Notes.

Certain of the Dealers and their respective affiliates have, directly or indirectly, performed investment and
commercial banking or financial advisory services for the Issuer and/or its affiliates for which they may
have received customary fees and commissions, and they expect to provide these services to the Issuer
and/or its affiliates in the future, for which they will receive customary fees and commissions. In the
ordinary course of their various business activities, the Dealers and their respective affiliates may make or
hold a broad array of investments and actively trade debt and equity securities (or related derivative
securities) and financial instruments (including bank loans) for their own account and for the accounts of
their customers, and such investment and securities activities may involve securities and/or instruments of
the Issuer. The Dealers and their respective affiliates may also make investment recommendations and/or
publish or express independent research views in respect of such securities or instruments and may at any
time hold, or recommend to clients that they acquire, long and/or short positions in such securities and
instruments.

Selling Restrictions
General

Each Dealer will represent, warrant and agree that it has complied and will comply with all applicable laws
and regulations in each country or jurisdiction in or from which it purchases, offers, sells or delivers Notes
or possesses, distributes or publishes this Information Memorandum or any Final Terms or any related
offering material, in all cases at its own expense. Other persons into whose hands this Information
Memorandum or any Final Terms comes are required by the Issuer and the Dealers to comply with all
applicable laws and regulations in each country or jurisdiction in or from which they purchase, offer, sell
or deliver Notes or possess, distribute or publish this Information Memorandum or any Final Terms or any
related offering material, in all cases at their own expense.

The Master Dealer Agreement provides that the Dealers shall not be bound by any of the restrictions relating
to any specific jurisdiction (set out above) to the extent that such restrictions shall, as a result of change(s)
or change(s) in official interpretation, after the date hereof, of applicable laws and regulations, no longer
be applicable but without prejudice to the obligations of the Dealers described in the paragraph headed
"General" above.

Selling restrictions may be supplemented or modified with the agreement of the Issuer. Any such
supplement or modification may be set out in the relevant Final Terms (in the case of a supplement or
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modification relevant only to a particular Tranche of Notes) or in a supplement to this Information
Memorandum.

Unless otherwise provided in the Final Terms, no action is being taken by the Issuer, its agents or dealers
to permit an offer, subscription sale or resale of any Notes, or the distribution of any document, in or from
any jurisdiction where action by the Issuer would be required for such purpose. Accordingly, the Notes
may not be directly or indirectly offered or sold, and no information memorandum or other informational
or offering material may be distributed or published, in or from any such jurisdiction or to any persons
subject thereto, except in compliance with any applicable laws and regulations. In particular, no
representation is made that the Notes may be lawfully sold in compliance with any applicable registration
requirements, and neither the Issuer, nor its agents or dealers, assumes any responsibility for facilitating
such sales.

United States

The Notes have not been and will not be registered under the Securities Act, the securities laws of any State
or other jurisdiction of the United States, and may not be offered or sold within the United States or to, or
for the account or benefit of, U.S. persons except in certain transactions exempt from the registration
requirements of the Securities Act.

Each Dealer has agreed that, except as permitted by the Master Dealer Agreement, it will not offer or sell
the Notes of any Series (i) as part of their distribution at any time or (ii) otherwise until 40 days after
completion of the distribution of the Notes of such Series within the United States or to, or for the account
or benefit of, U.S. persons, and it will have sent to each dealer to which it sells Notes of any Series (other
than a sale pursuant to Rule 144A) during the distribution compliance period with respect to that Series a
confirmation or other notice setting forth the restrictions on offers and sales of the Notes of that Series
within the United States or to, or for the account or benefit of, U.S. persons. Terms used in this paragraph
have the meanings given to them by Regulation S under the Securities Act.

In addition, until 40 days after the commencement of the offering of the Notes of a Series, an offer or sale
of Notes within the United States by any dealer (whether or not participating in the offering) may violate
the registration requirements of the Securities Act if such offer or sale is made otherwise than in accordance
with Rule 144A.

Notes offered and sold outside the United States to non-U.S. persons may be sold in reliance on Regulation
S. The Master Dealer Agreement provides that the Dealer(s) may directly or through their respective U.S.
broker dealer affiliates arrange for the offer and resale of Notes within the United States only to persons
whom they reasonably believe are QIBs who can represent that (a) they are QIBs within the meaning of
Rule 144A, (b) they are not broker dealers who own and invest on a discretionary basis less than USD 25
million in securities of unaffiliated issuers, (c) they are not a participant directed employee plan, such as a
401(K) plan, (d) they are acting for their own account, or the account of one or more QIBs, () they are not
formed for the purpose of investing in the Issuer or the Notes, (f) they understand that the Issuer may receive
a list of participants holding positions in its securities from one or more book-entry depositories and (g)
they will provide notice of the transfer restrictions set forth in this Information Memorandum to any
subsequent transferees.

The Issuer and the Dealers reserve the right to reject any offer to purchase the Notes, in whole or in part,
for any reason. This Information Memorandum does not constitute an offer to any person in the United
States or to any U.S. person other than any QIB to whom an offer has been made directly by one of the
Dealers or its U.S. broker dealer affiliate. Distribution of this Information Memorandum by any non U.S.
person outside the United States or by any QIB within the United States to any U.S. person or to any other
person within the United States, other than any QIB and those persons, if any, retained to advise such non
U.S. person or QIB with respect thereto, is unauthorised and any disclosure without the prior written consent
of the Issuer of any of its contents to any such U.S. person or other person within the United States, other
than any QIB and those persons, if any, retained to advise such non U.S. person or QIB, is prohibited.

Further restrictions may be specified in applicable Final Terms for Notes whose interest or redemption
amounts are linked to an index or other formula.

The Notes in bearer form (being Notes which are represented on issue by a Global Bearer Note) are subject
to U.S. tax law requirements and may not be offered, sold or delivered within the United States or its
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possessions or to a United States person, except in certain transactions permitted by U.S. Treasury
regulations. Terms used in this paragraph have the meanings given to them by the U.S. Internal Revenue
Code of 1986 and regulations thereunder.

In respect of such Notes in bearer form having a maturity of more than 365 days where TEFRA C is
specified in the applicable Final Terms, the relevant Dealer will be required to represent and agree that:

@

(b)

(©

it understands that under U.S. Treas. Reg. §1.163-5(c)(2)(i)(C) (or any successor U.S. Treasury
Regulation section including, without limitation, regulations issued in accordance with U.S.
Internal Revenue Service Notice 2012-20 or otherwise in connection with the U.S. Hiring
Incentives to Restore Employment Act of 2010) (the "TEFRA C Rules"), such Notes must be
issued and delivered outside the United States and its possessions in connection with their original
issuance;

it has not offered, sold or delivered, and will not offer, sell or deliver, directly or indirectly, any
Notes within the United States or its possessions in connection with the original issuance of such
Notes; and

in connection with the original issuance of such Notes it has not communicated, and will not
communicate, directly or indirectly, with a prospective purchaser if such prospective purchaser or
such Dealer is within the United States or its possessions and will not otherwise involve the United
States office of such Dealer in the offer and sale of such Notes.

In respect of such Notes in bearer form having a maturity of more than 365 days where TEFRA D is
specified in the applicable Final Terms, the relevant Dealer will be required to represent and agree that:

@)

(b)

(©

except to the extent permitted under United States Treasury Regulation §1.163-5(c)(2)(i)(D) (or
any successor U.S. Treasury Regulation section including, without limitation, regulations issued
in accordance with U.S. Internal Revenue Service Notice 2012-20 or otherwise in connection with
the U.S. Hiring Incentives to Restore Employment Act of 2010) (the "TEFRA D Rules"):

(i) it has not offered or sold, and during the restricted period will not offer or sell, any Notes
to a person who is within the United States or its possessions or to a United States person;
and

(i) it has not delivered and will not deliver in definitive form within the United States or its

possessions any Notes sold during the restricted period;

it has, and throughout the restricted period will have, in effect procedures reasonably designed to
ensure that its employees or agents who are directly engaged in selling Notes are aware that the
Notes may not be offered or sold during the restricted period to a person who is within the United
States or its possessions or to a United States person, except as permitted by the TEFRA D Rules;
and

if it is a United States person, it is acquiring the Notes for the purposes of resale in connection
with their original issuance and, if it retains Notes for its own account, it will only do so in
accordance with the requirements of United States Treasury Regulation §1.163-5(c)(2)(i)(D)(6)
(or any successor U.S. Treasury Regulation section including, without limitation, regulations
issued in accordance with U.S. Internal Revenue Service Notice 2012-20 or otherwise in
connection with the U.S. Hiring Incentives to Restore Employment Act of 2010).

Terms used in this paragraph have the meanings given to them by the U.S. Internal Revenue Code of 1986
and regulations thereunder, including the TEFRA C Rules and the TEFRA D Rules.
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AUCTION PROCESS
Auction process

In case of issuances which are not syndicated, the terms and the allocation of the issuance will be determined
in an auction process.

The auction process for the offering of Notes is conducted in the name and for the account of the Issuer
through the electronic ESM Bidding System of the Deutsche Bundesbank ("EBS"). It is subject to German
law. Each auction of Notes is ruled by the Auction Rules for the Issue of Bonds of the ESM, the Special
Terms and Conditions of the Deutsche Bundesbank for Auctions of Bonds of the ESM using the EBS, the
General Terms and Conditions for the Bundesbank ExtraNet, and the General Terms and Conditions of the
Deutsche Bundesbank (each as published at
https://www.bundesbank.de/Navigation/EN/Service/Services_for_banks_and_companies/EBS/Terms_an
d_conditions/terms_and_conditions.html) and any amendments to the aforementioned rules.

Only members of the ESM Market Group ("Members") are participants in the EBS and may therefore
participate in auctions. In general, Members have to be financial institutions authorised in the European
Economic Area ("EEA") or EEA branches of financial institutions which are authorised outside the EEA.

Terms and Conditions of each individual issue of Notes are announced by Deutsche Bundesbank together
with an invitation to bid via press releases, financial information services and the EBS. In addition the
auction result will be published by Deutsche Bundesbank via press release, financial information services
and the EBS.
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TRANSFER RESTRICTIONS

Because of the following restrictions, you are advised to consult legal counsel prior to making any offer,
resale or other transfer offered hereby.

Regulation S Notes

Each purchaser of an interest in Notes (other than Restricted Notes) and each subsequent purchaser of Notes
(A) in the case of (1) and (2) below, prior to the expiration of the distribution compliance period (as such
term is defined in Regulation S), and (B) in the case of (3), (4), (5), (6) and (7) below, throughout the period
that it holds such Notes, by accepting delivery of this Information Memorandum and the Notes, will be
deemed to have represented, agreed and acknowledged that:

)

O]

©)

(4)
®)
(6)

()

It is not a U.S. person and it is located outside the United States (within the meaning of
Regulation S) and it is not an affiliate of the Issuer or a person acting on behalf of the Issuer or
such an affiliate.

It understands that prior to the expiration of the applicable distribution compliance period (as such
term is defined in Regulation S) for such Notes, it will not offer, sell, pledge or otherwise transfer
such Notes except (a) in accordance with Rule 144A to a person that it and any person acting on
its behalf reasonably believes is a QIB purchasing for its own account or for the account of a QIB
or (b) in an offshore transaction in accordance with Rule 903 or Rule 904 of Regulation S, in each
case in accordance with any applicable securities laws of any State of the United States.

It understands that the Unrestricted Notes of a Series will be evidenced by an Unrestricted Global
Note. Before any interest in an Unrestricted Global Note may be offered, sold, pledged or
otherwise transferred to a person who takes delivery in the form of an interest in a Restricted
Global Note, it will be required to provide a Transfer Agent with a written certification as to
compliance with applicable securities laws.

It is, or at the time the Notes are purchased it will be, the owner of such Notes.
It understands that the Notes have not been and will not be registered under the Securities Act.

It understands and acknowledges that, unless otherwise stated in the relevant Final Terms, its
purchase and holding of such Notes (or any interest therein) constitutes a representation and
agreement by it that (i) it is not, and is not acting on behalf of (and for so long as it holds a Note
(or any interest therein) will not be, and will not be acting on behalf of), a Plan and (ii) if it is, or
is acting on behalf of, a governmental, church or non-U.S. plan that is subject to any Similar Law,
its acquisition, holding and disposition of such Notes (or any interest therein) will not constitute
or result in a violation of any Similar Law and will not subject the Issuer to any Similar Law solely
as a result of the investment in the Issuer by such plan. If, in the relevant Final Terms, Plans are
permitted to purchase Notes, each purchaser and subsequent transferee of a Note (or any interest
therein) will be deemed to have represented and agreed that either (i) it is not, and is not acting on
behalf of (and for so long as it holds a Note (or any interest therein) will not be, and will not be
acting on behalf of), a Plan or a governmental, church or non-U.S. plan that is subject to any
Similar Law or (b) its acquisition, holding and disposition of such Note (or any interest therein)
will not constitute or result in a non-exempt prohibited transaction under Section 406 of ERISA
or Section 4975 of the Code (or, in the case of a governmental, church or non-U.S. plan subject to
Similar Law, a violation of any Similar Law and will not subject the Issuer to any Similar Law
solely as a result of the investment in the Issuer by such plan).

Moreover, if in the Final Terms Plans are permitted to purchase Notes (or any interest therein), if
it is a plan, it will be deemed to have represented by its purchase of the Notes (or any interest
therein) that:

(i) none of the Transaction Parties has provided any investment recommendation
or investment advice to the Plan or Plan Fiduciary, on which either the Plan or
Plan Fiduciary has relied in connection with the decision to purchase the Notes
(or any interest therein);
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(i) none of the Transaction Parties is undertaking to act as a "fiduciary", as that term
is defined in Section 3(21) of ERISA or Section 4975(e)(3) of the Code, to the
Plan or Plan Fiduciary in connection with the Plan's purchase of the Notes (or
any interest therein); and

(iii) the Plan Fiduciary is exercising its own independent judgment in evaluating the
transaction.

(8) It understands that the Unrestricted Global Note and any Unrestricted Notes in definitive form
issued in exchange thereof, unless otherwise agreed between the Issuer and the Issuing and Paying
Agent in accordance with applicable law, will bear a legend to the following effect:

"By accepting this Note (or any interest in the Notes represented hereby) each owner
hereof, and each fiduciary acting on behalf of the owner (both in its individual and corporate
capacity), will be deemed to represent, warrant and agree that, unless otherwise stated in
the relevant Final Terms, during the period it holds this Note (or any interest herein) (a) it
is not, and it is not acting on behalf of (and for so long as it holds this Note (or any interest
herein) will not be, and will not be acting on behalf of), an "Employee Benefit Plan" (as
defined in Section 3(3) of the U.S. Employee Retirement Income Security Act of 1974, as
amended ("ERISA")) subject to the provisions of Part 4 of Subtitle B of Title | of ERISA,
a "Plan" as defined in and to which Section 4975 of the U.S. Internal Revenue Code of
1986, as amended (the "Code"), applies, or any entity whose underlying assets include "plan
assets" by reason of such an Employee Benefit Plan or Plan’s investment in such entity
(each, a "Benefit Plan Investor"), and (b) if it is, or is acting on behalf of, a governmental,
church or non-U.S. plan that is subject to any federal, state, local or non-U.S. law or
regulation that is substantially similar to Section 406 of ERISA or Section 4975 of the Code
("Similar Law"), its acquisition, holding and disposition of this Note (or any interest herein)
will not constitute or result in a violation of any Similar Law and will not subject the Issuer
to any Similar Law solely as a result of the investment in the Issuer by such plan. No
purchase by or transfer to a Benefit Plan Investor of this Note, or any interest herein, will
be effective, and the Issuer will not recognise any such acquisition or transfer. In the event
that the Issuer determines that this Note is held by a Benefit Plan Investor, the Issuer may
cause a sale or transfer in the manner described in the Information Memorandum.

If, in the relevant Final Terms, Benefit Plan Investors are permitted to purchase Notes, by
accepting this Note (or any interest in the Notes represented hereby) each owner hereof and
each fiduciary acting on behalf of the owner (both in its individual and corporate capacity),
will be deemed to represent, warrant and agree that, either (i) it is not, and is not acting on
behalf of (and for so long as it holds this Note (or any interest herein) will not be, and will
not be acting on behalf of), a Benefit Plan Investor or a governmental, church or non-U.S.
plan that is subject to any Similar Law or (b) its acquisition, holding and disposition of this
Note (or any interest herein) will not constitute or result in a non-exempt prohibited
transaction under Section 406 of ERISA or Section 4975 of the Code (or, in the case of a
governmental, church or non-U.S. plan subject to Similar Law, a violation of any Similar
Law and will not subject the Issuer to any Similar Law solely as a result of the investment
in the Issuer by such plan).

Moreover, if in the Final Terms Benefit Plan Investors are permitted to purchase Notes (or
any interest therein), each holder hereof that is a Benefit Plan Investor will be deemed to
have represented by its purchase of the Notes (or any interest therein) that (x) none of the
Issuer, the Dealers, the Stabilising Manager, the Agents, the DTC Custodian or any of their
respective affiliates (collectively, the "Transaction Parties™) has provided any investment
recommendation or investment advice to the Benefit Plan Investor or any fiduciary or other
person investing on behalf of the Benefit Plan Investor, or who otherwise has discretion or
control over the investment and management of "plan assets” (a "Plan Fiduciary"), on
which either the Benefit Plan Investor or Plan Fiduciary has relied in connection with the
decision to purchase this Note (or any interest therein), (y) none of the Transaction Parties
is undertaking to act as a "fiduciary”, as that term is defined in Section 3(21) of ERISA or
Section 4975(e)(3) of the Code, to the Benefit Plan Investor or Plan Fiduciary in connection
with the Benefit Plan Investor's purchase of this Note (or any interest herein) and (z) the
Plan Fiduciary is exercising its own independent judgment in evaluating the transaction."
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©)

It acknowledges that the Issuer, the Dealer(s) and their respective affiliates, and others, will rely
upon the truth and accuracy of the above acknowledgements, representations and agreements and
agrees that, if any of the acknowledgements, representations or agreements deemed to have been
made by it by its purchase of Notes is no longer accurate, it shall promptly notify the Issuer and
the applicable Dealer(s). If itisacquiring any Notes as a fiduciary or agent for one or more investor
accounts, it represents that it has sole investment discretion with respect to each such account and
that it has full power to make the above acknowledgements, representations and agreements on
behalf of each account.

Rule 144A Notes

Each purchaser of an interest in a Restricted Note, by accepting delivery of this Information Memorandum
and the Restricted Notes, will be deemed to have represented, agreed and acknowledged that:

)

O]

©)

(4)

®)

Itis (a) a QIB, (b) acquiring such Notes for its own account, or the account of one or more QIBs,
and (c) aware, and each owner of such Notes has been advised, that the seller of such Restricted
Notes may be relying on the exemption from the provisions of Section 5 of the Securities Act
provided by Rule 144A.

It understands that the Restricted Notes have not been and will not be registered under the
Securities Act and may not be offered, sold, pledged or otherwise transferred except (a) in
accordance with Rule 144A to a person that it and any person acting on its behalf reasonably
believe is a QIB purchasing for its own account or for the account of one or more QIBs or (b) to a
non U.S. person within the meaning of Regulation S in an offshore transaction in accordance with
Rule 903 or Rule 904 of Regulation S under the Securities Act, in each case in accordance with
any applicable securities laws of any State of the United States.

It understands and acknowledges that, unless otherwise stated in the relevant Final Terms, its
purchase and holding of such Notes (or any interest therein) constitutes a representation and
agreement by it that (i) it is not, and is not acting on behalf of (and for so long as it holds a Note
(or any interest therein) will not be, and will not be acting on behalf of), a Benefit Plan Investor
and (ii) if it is, or is acting on behalf of, a governmental, church or non U.S. plan that is subject to
any Similar Law, its acquisition, holding and disposition of such Note (or any interest therein) will
not constitute or result in a violation of any Similar Law and will not subject the Issuer to any
Similar Law solely as a result of the investment in the Issuer by such plan.

Moreover, if in the Final Terms Plans are permitted to purchase Notes (or any interest therein), if
it is a Plan, it will be deemed to have represented by its purchase of the Notes (or any interest
therein) that:

(iv) none of the Transaction Parties has provided any investment recommendation
or investment advice to the Plan or Plan Fiduciary, on which either the Plan or
Plan Fiduciary has relied in connection with the decision to purchase the Notes
(or any interest therein);

(v) none of the Transaction Parties is undertaking to act as a "fiduciary", as that term
is defined in Section 3(21) of ERISA or Section 4975(e)(3) of the Code, to the
Plan or Plan Fiduciary in connection with the Plan's purchase of the Notes (or
any interest therein); and

(vi) the Plan Fiduciary is exercising its own independent judgment in evaluating the
transaction.

It understands that the Restricted Global Note and any Restricted Notes in definitive form issued
in exchange thereof, unless otherwise agreed between the Issuer and the Issuing and Paying Agent
in accordance with applicable law, will bear a legend to the following effect:

"The Notes represented hereby have not been and will not be registered under the U.S.
Securities Act of 1933, as amended (the "Securities Act"), or with any securities regulatory
authority of any state or other jurisdiction of the United States, and the Notes represented
hereby may not be offered, sold, pledged or otherwise transferred except (1) in accordance
with Rule 144A under the Securities Act ("Rule 144A™) to a person that the holder and any
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person acting on its behalf reasonably believes is a Qualified Institutional Buyer within the
meaning of Rule 144A (a "QIB") purchasing for its own account or for the account of one
or more QIBs whom the holder has informed, in each case, that such offer, sale, pledge or
other transfer is being made in reliance on Rule 144A under the Securities Act or (2) to a
non U.S. person within the meaning of Regulation S in an offshore transaction within the
meaning of Regulation S under the Securities Act ("Regulation S") in accordance with
Rule 903 or Rule 904 of Regulation S, and, in each case in accordance with any applicable
securities laws of any state of the United States. No representation can be made as to the
availability of any exemption under the Securities Act for resales of this Note.

By accepting this Note (or any interest in the Notes represented hereby) each owner hereof,
and each fiduciary acting on behalf of the owner (both in its individual and corporate
capacity), will be deemed to represent, warrant and agree that, unless otherwise stated in
the relevant Final Terms, during the period it holds this Note (or any interest herein) (a) it
is not, and it is not acting on behalf of (and for so long as it holds this Note (or any interest
herein) will not be, and will not be acting on behalf of), an "Employee Benefit Plan" (as
defined in Section 3(3) of the U.S. Employee Retirement Income Security Act of 1974, as
amended ("ERISA™)) subject to the provisions of Part 4 of Subtitle B of Title | of ERISA,
a "Plan" as defined in and to which Section 4975 of the U.S. Internal Revenue Code of
1986, as amended (the "Code"), applies, or any entity whose underlying assets include "plan
assets" by reason of such an Employee Benefit Plan or Plan’s investment in such entity
(each, a "Benefit Plan Investor"), and (b) if it is, or is acting on behalf of, a governmental,
church or non-U.S. plan that is subject to any federal, state, local or non-U.S. law or
regulation that is substantially similar to Section 406 of ERISA or Section 4975 of the Code
("Similar Law"), its acquisition, holding and disposition of this Note (or any interest herein)
will not constitute or result in a violation of any Similar Law and will not subject the Issuer
to any Similar Law solely as a result of the investment in the Issuer by such plan. No
purchase by or transfer to a Benefit Plan Investor of this Note, or any interest herein, will
be effective, and the Issuer will not recognise any such acquisition or transfer. In the event
that the Issuer determines that this Note is held by a Benefit Plan Investor, the Issuer may
cause a sale or transfer in the manner described in the Information Memorandum.

If, in the relevant Final Terms, Benefit Plan Investors are permitted to purchase Notes, by
accepting this Note (or any interest in the Notes represented hereby) each owner hereof and
each fiduciary acting on behalf of the owner (both in its individual and corporate capacity),
will be deemed to represent, warrant and agree that, either (i) it is not, and is not acting on
behalf of (and for so long as it holds this Note (or any interest herein) will not be, and will
not be acting on behalf of), a Benefit Plan Investor or a governmental, church or non-U.S.
plan that is subject to any Similar Law or (b) its acquisition, holding and disposition of this
Note (or any interest herein) will not constitute or result in a non-exempt prohibited
transaction under Section 406 of ERISA or Section 4975 of the Code (or, in the case of a
governmental, church or non-U.S. plan subject to Similar Law, a violation of any Similar
Law and will not subject the Issuer to any Similar Law solely as a result of the investment
in the Issuer by such plan).

Moreover, if in the Final Terms Benefit Plan Investors are permitted to purchase Notes (or
any interest therein), each holder hereof that is a Benefit Plan Investor will be deemed to
have represented by its purchase of the Notes (or any interest therein) that (x) none of the
Issuer, the Dealers, the Stabilising Manager, the Agents, the DTC Custodian or any of their
respective affiliates (collectively, the "Transaction Parties™) has provided any investment
recommendation or investment advice to the Benefit Plan Investor or any fiduciary or other
person investing on behalf of the Benefit Plan Investor, or who otherwise has discretion or
control over the investment and management of "plan assets" (a "Plan Fiduciary™), on
which either the Benefit Plan Investor or Plan Fiduciary has relied in connection with the
decision to purchase this Note (or any interest therein), (y) none of the Transaction Parties
is undertaking to act as a "fiduciary", as that term is defined in Section 3(21) of ERISA or
Section 4975(e)(3) of the Code, to the Benefit Plan Investor or Plan Fiduciary in connection
with the Benefit Plan Investor's purchase of this Note (or any interest herein) and (z) the
Plan Fiduciary is exercising its own independent judgment in evaluating the transaction."
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(6)

Y]

It acknowledges that the Issuer, the Dealers and their respective affiliates, and others, will rely
upon the truth and accuracy of the above acknowledgements, representations and agreements and
agrees that, if any of the acknowledgements, representations or agreements deemed to have been
made by it by its purchase of Restricted Notes is no longer accurate, it shall promptly notify the
Issuer and the applicable Dealer(s). If it is acquiring any Note as a fiduciary or agent for one or
more investor accounts, it represents that it has sole investment discretion with respect to each
such account and that it has full power to make the above acknowledgements, representations and
agreements on behalf of each account.

It understands that Restricted Notes of a Series will be represented by interests in one or more
Restricted Global Notes. Before any interest in a Restricted Global Note may be offered, sold,
pledged or otherwise transferred to a person who takes delivery in the form of an interest in an
Unrestricted Global Note, it will be required to provide a Transfer Agent with a written
certification as to compliance with applicable securities laws.

Prospective purchasers are hereby notified that sellers of the Restricted Notes may be relying on the
exemption from the provisions of Section 5 of the Securities Act provided by Rule 144A.
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USE OF PROCEEDS

1.1 Use of Proceeds

The net proceeds of the issuance of each Series of Notes will be either, as specified in the relevant Final
Terms:

(i used for the general operations of the Issuer, or

(i) used to finance or refinance in part or in whole disbursements by the Issuer under the
Pandemic Crisis Support, through which the recipient ESM Members are expected to finance
or to refinance in part or in full, "Eligible Social Expenditures" (as defined below) (such Series
of Notes issued with this specific use of proceeds, being a "Social Bond"). The ESM may
issue Social Bonds up to the amount needed to finance or refinance all “Eligible Social
Expenditure” set out in the Pandemic Response Plans entered into by the European
Commission (on behalf of the ESM) and ESM Members receiving Pandemic Crisis Support.

"Eligible Social Expenditures" relate exclusively to direct and indirect health, healthcare, cure and
prevention costs. These are grouped under the following categories:

(i) healthcare, cure and prevention costs directly related to the COVID-19 pandemic, thus
providing universal access to healthcare service, for which the target population is the general
population affected by the crisis in the ESM Member States;

(i) the part of overall public healthcare spending estimated to be directly or indirectly attributed
to addressing the impact of COVID-19 on the healthcare system, this to ensure the continued
supply of basic goods and services to the population and for which the target population is the
general population affected by the crisis in the ESM Member States. These measures can
include, inter alia, spending on hospitals; cure and rehabilitative care, ambulatory cure and
rehabilitative care, diagnostics, pharmaceuticals, preventive care, health administrations, and
health-related long-term care; and/or

(iii) other indirect costs related to healthcare, cure and prevention due to the COVID-19 crisis.
1.2 Management of Social Bond Proceeds

The net proceeds of any Social Bonds issued under this Debt Issuance Programme will be pooled with any
other funding raised for the purpose of financing or refinancing disbursements by the Issuer under the
Pandemic Crisis Support, through which the recipient ESM Members are expected to finance or refinance
Eligible Social Expenditures. The ESM may issue Social Bonds up to the amount needed to finance or
refinance all “Eligible Social Expenditure” set out in the Pandemic Response Plans (see "COVID-19 and
Pandemic Crisis Support™) entered into between the European Commission (on behalf of the ESM) and
ESM Members receiving Pandemic Crisis Support.

The use of all financial assistance provided to an ESM Member that requested the Pandemic Crisis Support
will be monitored and confirmed by the European Commission, and the ESM will draw on the information
provided by relevant ESM Member to the Commission to report on the Social Bonds as set out below under
"Reporting to Investors".

Pending the draw-down of funds by the ESM Member, the net proceeds of the Social Bonds issued will
remain in the Issuer’s treasury accounts and be invested according to the ESM Investment Guidelines.

The ESM has engaged Sustainalytics, an independent environmental, social and governance (ESG) and
corporate governance research, ratings and analytics firm, to review the ESM Social Bond Framework and
provide a second-party opinion on the Framework’s social credentials and its alignment with ICMA's 2020
Social Bond Principles (the "SBP"). The results are documented in Sustainalytics' Second Party Opinion,
which is available on www.esm.europa.eu/investors/esm/esm-social-bonds (the "ESM Social Bond
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Programme Website™)s. In particular, Sustainalytics has confirmed that the ESM Social Bond Framework
aligns with the four pillars of the SBP.

The Social Bonds will rank pari passu with each other and with other Notes issued under this Debt Issuance
Programme. Payment of the principal of and interest on Social Bonds is made solely on the credit standing
of the ESM, and is not directly linked to the repayments made by ESM Members in respect of their
Pandemic Crisis Support facilities.

1.3 Reporting to investors

The Issuer will report on the allocation and impact of the net proceeds of the Social Bonds, i.e. on Eligible
Social Expenditures by the ESM Members requesting the Pandemic Crisis Support. The monitoring and
surveillance arrangements in line with the EU framework and the Guidelines of the Pandemic Crisis
Support will be instrumental to this reporting.

The Issuer will publish on the ESM Social Bond Programme Website” a report in the calendar year
following the year on which each Social Bond was issued, and then every year until allocation is
complete, in accordance with the ESM Social Bond Framework.

¢ The information on this website is provided for information purposes only and is not incorporated by
reference into this Information Memorandum.

" The information on this website is provided for information purposes only and is not incorporated by
reference into this Information Memorandum.
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GENERAL INFORMATION

Authorisation

The Issuer has obtained all necessary consents, approvals and authorisations in connection with the
establishment of the Programme. The establishment of the Programme was approved by the Board of
Directors on 22 November 2012. The total aggregate principal amount of Notes which may be issued or
outstanding at any time under the Programme shall be within the limits of the overall borrowing amounts
set by the Board of Directors.

Documents on Display

For so long as the Notes remain capable of being issued under the Programme or any Notes remain
outstanding, copies of the following documents will be available free of charge on the website of the Issuer:

@) the ESM Treaty (https://www.esm.europa.eu/legal-documents/esm-treaty);

(b) this Information Memorandum (and any supplements to the Information Memorandum)
(https://www.esm.europa.eu/investors/esm/legal-documents);

(c) the Master Dealer Agreement (https://www.esm.europa.eu/investors/esm/legal-documents);
(d) any Final Terms (https://www.esm.europa.eu/investors/esm/transactions); and
(e) the audited financial statements of the Issuer as of and for the years ended 31 December 2019, 31

December 2018 and 31 December 2017 as contained in the Issuer's Annual Reports for the years
2019, 2018 and 2017 respectively (https://www.esm.europa.eu/publications).

For so long as the Notes remain capable of being issued under the Programme or any Notes remain
outstanding, copies of the any dealer agreement and of the Issuing and Paying Agency Agreement (which
contains the forms of Notes in global and definitive/individual form) will be available for consultation at
the registered office of the Issuer.

Independent Auditors

The ESM's financial statements as of and for the years ended 31 December 2017, 2018 and 2019
incorporated by reference in this Information Memorandum have been audited by Ernst & Young S.A., as
stated in their reports appearing therein. Ernst & Young S.A. are members of the Luxembourg Institut des
Réviseurs d’Entreprises.

Clearing of the Notes

The Notes may be accepted for clearance through any Clearing System, as may be specified in the relevant
Final Terms. The appropriate CUSIP, common code and/or the International Securities Identification
Number (ISIN) in relation to the Notes of each Tranche will be specified in the relevant Final Terms.
Legal Entity Identifier (LEI)
The ESM's Legal Entity Identifier (LEI) is 222100W4EEAQ77386N50.

LEGAL MATTERS

Certain legal matters will be passed upon for ESM by Clifford Chance Europe LLP and for the Dealers by
Allen & Overy LLP.
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