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To:	European Stability Mechanism
For the attention of the Managing Director
6a Circuit de la Foire Internationale
L-1347 Luxembourg
Dear Sir,	
Letter of Instruction to the European Stability Mechanism (the “ESM”) related to SMP (Securities Markets Programme) equivalent income
A. In the Eurogroup Statement of 27 November 2012, Member States agreed to pass on to the Hellenic Republic an amount equivalent to the income on the SMP portfolio accruing to their national central banks as from budget year 2013 (the “SMP Initiative”). In June - July 2015, the Eurogroup (the “EG”) and the Eurogroup Working Group (the “EWG”) suspended the SMP initiative and decided to keep the already collected 2014 SMP equivalent income in the ESM Intermediate Account (as defined in paragraph (1) below) until further notice.
 
B. On 22 June 2018, the EG issued a statement on the medium-term debt measures for the Hellenic Republic, consisting in, among other things, the use of the 2014 SMP profits from the Intermediate Account and the restoration of the transfer of ANFA and SMP income equivalent amounts to the Hellenic Republic (as of budget year 2017) linked to policy commitments. Subject to the conditions specified in this letter, the available SMP income equivalent amounts will be transferred to the Hellenic Republic on a semi-annual basis, starting in December 2018 until June 2022, via the ESM Intermediate Account (as defined below), in order to reduce future gross financing needs or to finance certain agreed investments. Unless there is unanimous agreement by Participating Member States (as defined below) on financing specific investments, the funds transferred to the Hellenic Republic pursuant to this letter are to be used in order to reduce gross financing needs.

C. Therefore, each euro area Member State listed in Annex I (collectively referred to as the “Participating Member States”) has decided to instruct the ESM as set forth in this letter and in the methodological note attached as Annex IV (each such letter being a “Letter of Instruction”). At the date of entry into force of this letter, any previous letter of instruction for transferring SMP profits signed by [Country] shall cease to have any effect.

D. Each Letter of Instruction shall enter into force on the same date, being the date on which the last Participating Member State signs its respective Letter of Instruction.
With a view to implementing the principles set out above, [Country] instructs the ESM as follows:
[Country] hereby authorises and instructs the ESM to maintain and use the agency account opened by the ESM for the original purpose of transferring SMP equivalent amounts to the Hellenic Republic with the Central Bank of Luxembourg in June 2013 under IBAN LU94 9990 0001 1600 100E and BIC BCLXLULL (the "Intermediate Account") for and on behalf of [Country] and of each other Participating Member State for the purpose of the SMP initiative.
Subject to and after the completion of national procedures, including the entry into force of the respective national budget law (in those Participating Member States where this is applicable), [Country] will transfer funds to the Intermediate Account which represent the estimated budgetary equivalent amounts of income related to SMP holdings of sovereign Greek bonds held by the [national central bank of Country] in accordance with the table specified in Annex I as regards amounts and timing. If one or more Participating Member States have not made the transfers specified in Annex I in the amounts and by the deadline specified therein, the ESM shall inform the members of the EWG (through the President of the EWG), asking them how the ESM should react to this situation. The members of the EWG could agree unanimously, without limitation, to extend the deadline, to return the funds to all Participating Member States or to adjust amounts transferred to the Intermediate Account. The President of the EWG will inform the ESM of the unanimous decision taken in the EWG. The ESM shall implement the unanimous decision taken in the EWG as communicated in writing by the President of the EWG.
Sums held in the Intermediate Account shall remain the property of the Participating Member States which made transfers to such account, with each Participating Member State having a stake in such account which corresponds to the amount of contributions made by that relevant country to the account which have not been transferred to the Hellenic Republic from the Intermediate Account. 
The ESM shall be authorised and instructed to maintain, to monitor and to give payment instructions in relation to the Intermediate Account in accordance with the terms of this letter.
[Country] hereby irrevocably authorises and instructs the ESM, upon receiving written instructions from the President of the EWG to debit the Intermediate Account and to transfer to the segregated account of the Hellenic Republic which is used for debt servicing in accordance with Article 3, paragraph 5 of Law 4063/2012 (or such other law replacing it from time to time), the amounts representing the 2014 SMP equivalent income as well as further SMP income equivalent amounts credited to the Intermediate Account pursuant to paragraph 2 above. Such transfers to the Hellenic Republic shall be made in accordance with Annex II as regards amount and timing, net of any bank fees or other applicable charges. Each transfer from the Intermediate Account to the Hellenic Republic is subject to the following conditions: 
the President of the EWG , following a unanimous decision by the EG or the EWG, as the case may be, and following the completion of national procedures (in those Participating Member States where this is applicable), has confirmed in writing to the ESM prior to the date of the transfer that, on the basis of the positive assessment of the Hellenic Republic’s implementation of all key reform measures agreed in the ESM programme, as well as of post-programme commitments, the EG or the EWG is satisfied that the Hellenic Republic is in compliance with the policy commitments it has undertaken; 
the ESM is not aware of any payment default of the Hellenic Republic under any security held by the ECB or the NCBs in the Eurosystem based on information which is made publicly available by the ECB (or the relevant NCB) or otherwise has been shared by the ECB with the EG, the EWG or the ESM;
the ESM is not aware of any default under any financial assistance facility agreement between the ESM and the Hellenic Republic (among others) or between the European Financial Stability Facility (the “EFSF”) and the Hellenic Republic (among others); and
the existing funds in the Intermediate Account on the envisaged transfer date are equal to or greater than the relevant amount to be transferred to the Hellenic Republic as specified in Annex II or otherwise agreed by the EG or by the EWG and communicated in writing to the ESM.
[Country] irrevocably authorises the ESM to make transfers to the Hellenic Republic in deviation of paragraph (5) as regards: (a) amounts, (b) timing, or (c) only for the purpose of financing certain agreed investments of the Hellenic Republic, transfers to another account than the debt servicing account, provided that each such deviation is agreed unanimously in the EG or the EWG and communicated in writing to the ESM by the President of the EWG. 
[Country] and all other Participating  Member States will compensate the ESM in respect of any reasonable claim, liability, cost, damages, loss or expense incurred in connection with its appointment under this letter, any instruction made pursuant to this letter, the prudent management of the Intermediate Account in accordance with this letter or any transfers of funds made from the Intermediate Account in accordance with the terms of this letter and, in particular, will compensate the ESM in respect of any expense incurred in relation to any legal proceedings directly relating to the Intermediate Account, however in all circumstances (i) on a several basis only, (ii) limited to a pro rata share of the respective country in the Intermediate Account and (iii) except in the case of the ESM’s negligence or wilful misconduct.
The ESM shall not be liable for any loss resulting from any malfunction or failure of technical infrastructure of the Central Bank of Luxembourg and shall not be liable for any loss which arises out of unpredictable and unpreventable external events beyond its control (force majeure).
[Country] shall not give any instructions to the Central Bank of Luxembourg in relation to the Intermediate Account.
In case of absence of the President of the EWG, the Vice-President of the EWG may send the notifications required to be made by the President of the EWG in accordance with this letter.
All notices by [Country] to the ESM and by the ESM to [Country] in relation to the Intermediate Account shall be sent by SWIFT, registered post, facsimile, e-mail or otherwise in writing to the addresses / numbers specified in Annex III. 
Any dispute between the parties in relation to this letter or the operation of the Intermediate Account shall be governed by English law and shall be subject to the exclusive jurisdiction of the Courts of the Grand Duchy of Luxembourg.

With kind regards, 					Acknowledged and accepted by:

______________ 					______________
For and on behalf of [COUNTRY] 			European Stability Mechanism 
Represented by […]	 				Klaus Regling
							Managing Director

Enclosures: 
1. Annex I -  Table with amount currently held in ESM Intermediate Account as 2014 SMP equivalent income and with timetable of transfers of income equivalent to securities income on GGB(s) (NCBs SMP portfolios) throughout 2016-2037 (accrual year) to the ESM 
2. Annex II - Timetable of transfers to be made to the Hellenic Republic throughout December 2018 - June 2022 
3. Annex III - List of contacts
4. Annex IV - Methodological note
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Annex I -  Table with amount currently held in ESM Intermediate Account as 2014 SMP equivalent income and with timetable of transfers of income equivalent to securities income on GGB(s) (NCBs portfolios) throughout 2016-2037 (accrual year) to the Intermediate Account 
(amounts expressed in EUR millions)
	
	NCB
	2014 SMP equivalent income
	2016[footnoteRef:2] [2:  Amounts shown in given year (e.g. 2016) accrued during that year (i.e. 2016) but form part of the budget of the relevant Participating Member State only in the subsequent year (i.e. 2017). As an exception, the 2014 SMP amounts represents the SMP equivalent income for the 2014 budget year.] 

	2017
	2018
	2019
	2020
	2021-2037

	1. 
	Belgium
	N/A[footnoteRef:3] [3:  N/A because the Participating Member State has already transferred, was subject to an exemption or had not joined the Euro area at the date of the transfers.] 

	31.79
	25.65
	20.43
	14.69
	5.92
	17.28

	2. 
	Germany
	N/A
	230.89
	186.32
	148.41
	106.72
	42.98
	125.53

	3. 
	Estonia
	N/A
	2.47
	2.00
	1.59
	1.14
	0.46
	1.34

	4. 
	Ireland
	N/A
	14.89
	12.02
	9.57
	6.88
	2.77
	8.10

	5. 
	Spain
	N/A
	113.42
	91.53
	72.90
	52.42
	21.12
	61.66

	6. 
	France
	N/A
	181.91
	146.79
	116.92
	84.08
	33.87
	98.90

	7. 
	Italy
	N/A
	157.94
	127.45
	101.52
	73.00
	29.40
	85.86

	8. 
	Cyprus
	N/A
	1.94
	1.57
	1.25
	0.90
	0.36
	1.06

	9. 
	Latvia
	N/A
	3.62
	2.92
	2.33
	1.67
	0.67
	1.97

	10. 
	Lithuania
	N/A
	5.30
	4.28
	3.41
	2.45
	0.99
	2.88

	11. 
	Luxembourg
	N/A
	2.60
	2.10
	1.67
	1.20
	0.48
	1.42

	12. 
	Malta
	N/A
	0.83
	0.67
	0.53
	0.38
	0.15
	0.45

	13. 
	Netherlands
	N/A
	51.36
	41.45
	33.01
	23.74
	9.56
	27.92

	14. 
	Austria
	N/A
	25.18
	20.32
	16.19
	11.64
	4.69
	13.69

	15. 
	Portugal
	N/A
	22.37
	18.05
	14.38
	10.34
	4.16
	12.16

	16. 
	Slovenia
	N/A
	4.43
	3.58
	2.85
	2.05
	0.83
	2.41

	17. 
	Slovakia[footnoteRef:4] [4:  Slovakia benefits from an exemption from making any transfers to the Intermediate Account as long as its central bank has negative equity.] 

	N/A
	9.91
	8.00
	6.37
	4.58
	1.85
	5.39

	18. 
	Finland[footnoteRef:5] [5:  For Finland, the amounts will be as follows: 2016 amount of EUR 16.08 million to be transferred by 15 July 2019, 2017 amount of EUR 13.00 million to be transferred by 15 January 2020, 2018 amount of EUR 10.37 million to be transferred by 15 July 2020, 2019 amount of EUR 7.45 to be transferred by 15 January 2021, 2020 amount of EUR 3 million to be transferred by 15 July 2021, 2021 amount of EUR 2.38 million to be transferred by 15 July 2022, 2022 amount of EUR 2.32 million to be transferred by 15 July 2023, 2023 amount of EUR 1.91 million to be transferred by 15 July 2024, 2024 amount of EUR 1.01 million to be transferred by 15 July 2025, 2025 amount of EUR 0.74 to be transferred by 15 July 2026, amounts for 2026 - 2037 of EUR 0.39 million to be transferred by 15 July 2027. These adjustments are required for national procedures and any differences with the amounts in the table shall be reflected in the last transfer(s) to the Hellenic Republic.] 

	N/A
	16.12
	13.01
	10.36
	7.45
	3.00
	8.76

	
	Total for NCBs 
	1,839.03
	876.98
	707.70
	563.69
	405.35
	163.27
	476.78

	Deadline for Participating Member State to transfer to the Intermediate Account 
	
	N/A, amount already held in the Intermediate Account at the date of this letter
	15 July 2019
	15 January 2020
	15 July 2020
	15 January 2021
	15 July 2021
	15 January 2022



Annex II - Timetable of transfers to be made from the ESM Intermediate Account 
to the Hellenic Republic throughout December 2018 - June 2022
	
	Date
	Amount (in EUR millions)

	1. 
	15 December 2018[footnoteRef:6] [6:  The exact dates for transfer will eventually depend on the provision of assessments by the institutions under paragraph 5(a) of this letter.] 

	644.42[footnoteRef:7] [7:  These amounts assume that expected equivalent income from Greek Government Bond holdings in non-monetary policy portfolios (ANFA) of national central banks will also be transferred to the ESM Intermediate Account by relevant Member States in accordance with a dedicated timetable. ] 


	2. 
	15 June 2019
	644.42

	3. 
	15 December 2019
	644.42

	4. 
	15 June 2020
	644.42

	5. 
	15 December 2020
	644.42

	6. 
	15 June 2021
	644.42

	7. 
	15 December 2021
	644.42

	8. 
	15 June 2022
	644.42[footnoteRef:8] [8:  As amounts are rounded at the second decimal, any surplus / shortfall exclusively due to rounding shall be withheld from / added to the last transfer. The amount of the last transfer might be also adjusted to take care of exemptions granted throughout the implementation of the scheme. Any such adjustments will be notified to the ESM by the President of the EWG.] 






Annex III - List of contacts


For the ESM:
European Stability Mechanism
6a, Circuit de la Foire Internationale 
L-1347 Luxembourg
Attention: Managing Director
Tel: +352 260 962 600
Fax: +352 260 911 600
Email: BackOffice@esm.europa.eu
SWIFT-BIC: ESMELULL 

For [Country]:
[Ministry of Finance of the Republic of Lithuania
Lukiškių str. 2
01512 Vilnius
Lithuania

For the attention of: Darius Trakelis, Director of EU and International Affairs Department
Tel: +370 5 239 0188
Fax: +370 5 279 1481
Email: darius.trakelis@finmin.lt and finmin@finmin.lt ]

Annex IV - Methodological Note
