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Consolidated version of the Treaty on the Functioning of the European Union

PART THREE

UNION POLICIES AND INTERNAL ACTIONS

TITLE VIII

ECONOMIC AND MONETARY POLICY

Article 119

(ex Article 4 TEC)

1 For the purposes set out in Article 3 of the Treaty on European Union, the activities of
the Member States and the Union shall include, as provided in the Treaties, the adoption of an
economic policy which is based on the close coordination of Member States' economic policies,
on the internal market and on the definition of common objectives, and conducted in accordance
with the principle of an open market economy with free competition.

2 Concurrently with the foregoing, and as provided in the Treaties and in accordance
with the procedures set out therein, these activities shall include a single currency, the euro, and
the definition and conduct of a single monetary policy and exchange-rate policy the primary
objective of both of which shall be to maintain price stability and, without prejudice to this
objective, to support the general economic policies in the Union, in accordance with the principle
of an open market economy with free competition.

3 These activities of the Member States and the Union shall entail compliance with the
following guiding principles: stable prices, sound public finances and monetary conditions and
a sustainable balance of payments.

CHAPTER 1

ECONOMIC POLICY

Article 120

(ex Article 98 TEC)

Member States shall conduct their economic policies with a view to contributing to the
achievement of the objectives of the Union, as defined in Article 3 of the Treaty on
European Union, and in the context of the broad guidelines referred to in Article 121(2).
The Member States and the Union shall act in accordance with the principle of an open
market economy with free competition, favouring an efficient allocation of resources,
and in compliance with the principles set out in Article 119.
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Article 121

(ex Article 99 TEC)

1 Member States shall regard their economic policies as a matter of common concern
and shall coordinate them within the Council, in accordance with the provisions of Article 120.

2 The Council shall, on a recommendation from the Commission, formulate a draft for
the broad guidelines of the economic policies of the Member States and of the Union, and shall
report its findings to the European Council.

The European Council shall, acting on the basis of the report from the Council, discuss
a conclusion on the broad guidelines of the economic policies of the Member States
and of the Union.

On the basis of this conclusion, the Council shall adopt a recommendation setting
out these broad guidelines. The Council shall inform the European Parliament of its
recommendation.

3 In order to ensure closer coordination of economic policies and sustained convergence
of the economic performances of the Member States, the Council shall, on the basis of reports
submitted by the Commission, monitor economic developments in each of the Member States
and in the Union as well as the consistency of economic policies with the broad guidelines
referred to in paragraph 2, and regularly carry out an overall assessment.

For the purpose of this multilateral surveillance, Member States shall forward
information to the Commission about important measures taken by them in the field of
their economic policy and such other information as they deem necessary.

4 Where it is established, under the procedure referred to in paragraph 3, that the
economic policies of a Member State are not consistent with the broad guidelines referred to
in paragraph 2 or that they risk jeopardising the proper functioning of economic and monetary
union, the Commission may address a warning to the Member State concerned. The Council,
on a recommendation from the Commission, may address the necessary recommendations to
the Member State concerned. The Council may, on a proposal from the Commission, decide to
make its recommendations public.

Within the scope of this paragraph, the Council shall act without taking into account the
vote of the member of the Council representing the Member State concerned.

A qualified majority of the other members of the Council shall be defined in accordance
with Article 238(3)(a).

5 The President of the Council and the Commission shall report to the European
Parliament on the results of multilateral surveillance. The President of the Council may be
invited to appear before the competent committee of the European Parliament if the Council
has made its recommendations public.

6 The European Parliament and the Council, acting by means of regulations in
accordance with the ordinary legislative procedure, may adopt detailed rules for the multilateral
surveillance procedure referred to in paragraphs 3 and 4.
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Article 122

(ex Article 100 TEC)

1 Without prejudice to any other procedures provided for in the Treaties, the Council, on
a proposal from the Commission, may decide, in a spirit of solidarity between Member States,
upon the measures appropriate to the economic situation, in particular if severe difficulties arise
in the supply of certain products, notably in the area of energy.

2 Where a Member State is in difficulties or is seriously threatened with severe
difficulties caused by natural disasters or exceptional occurrences beyond its control, the
Council, on a proposal from the Commission, may grant, under certain conditions, Union
financial assistance to the Member State concerned. The President of the Council shall inform
the European Parliament of the decision taken.

Article 123

(ex Article 101 TEC)

1 Overdraft facilities or any other type of credit facility with the European Central
Bank or with the central banks of the Member States (hereinafter referred to as ‘national
central banks’) in favour of Union institutions, bodies, offices or agencies, central governments,
regional, local or other public authorities, other bodies governed by public law, or public
undertakings of Member States shall be prohibited, as shall the purchase directly from them by
the European Central Bank or national central banks of debt instruments.

2 Paragraph 1 shall not apply to publicly owned credit institutions which, in the context
of the supply of reserves by central banks, shall be given the same treatment by national central
banks and the European Central Bank as private credit institutions.

Article 124

(ex Article 102 TEC)

Any measure, not based on prudential considerations, establishing privileged access by
Union institutions, bodies, offices or agencies, central governments, regional, local or
other public authorities, other bodies governed by public law, or public undertakings of
Member States to financial institutions, shall be prohibited.

Article 125

(ex Article 103 TEC)

1 The Union shall not be liable for or assume the commitments of central governments,
regional, local or other public authorities, other bodies governed by public law, or public
undertakings of any Member State, without prejudice to mutual financial guarantees for the
joint execution of a specific project. A Member State shall not be liable for or assume the
commitments of central governments, regional, local or other public authorities, other bodies
governed by public law, or public undertakings of another Member State, without prejudice to
mutual financial guarantees for the joint execution of a specific project.
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2 The Council, on a proposal from the Commission and after consulting the European
Parliament, may, as required, specify definitions for the application of the prohibitions referred
to in Articles 123 and 124 and in this Article.

Article 126

(ex Article 104 TEC)

1 Member States shall avoid excessive government deficits.

2 The Commission shall monitor the development of the budgetary situation and of
the stock of government debt in the Member States with a view to identifying gross errors. In
particular it shall examine compliance with budgetary discipline on the basis of the following
two criteria:

a whether the ratio of the planned or actual government deficit to gross domestic product
exceeds a reference value, unless:
— either the ratio has declined substantially and continuously and reached a level

that comes close to the reference value,
— or, alternatively, the excess over the reference value is only exceptional and

temporary and the ratio remains close to the reference value;
b whether the ratio of government debt to gross domestic product exceeds a reference

value, unless the ratio is sufficiently diminishing and approaching the reference value
at a satisfactory pace.

The reference values are specified in the Protocol on the excessive deficit procedure
annexed to the Treaties.

3 If a Member State does not fulfil the requirements under one or both of these criteria,
the Commission shall prepare a report. The report of the Commission shall also take into
account whether the government deficit exceeds government investment expenditure and take
into account all other relevant factors, including the medium-term economic and budgetary
position of the Member State.

The Commission may also prepare a report if, notwithstanding the fulfilment of the
requirements under the criteria, it is of the opinion that there is a risk of an excessive
deficit in a Member State.

4 The Economic and Financial Committee shall formulate an opinion on the report of
the Commission.

5 If the Commission considers that an excessive deficit in a Member State exists or may
occur, it shall address an opinion to the Member State concerned and shall inform the Council
accordingly.

6 The Council shall, on a proposal from the Commission, and having considered any
observations which the Member State concerned may wish to make, decide after an overall
assessment whether an excessive deficit exists.

7 Where the Council decides, in accordance with paragraph 6, that an excessive deficit
exists, it shall adopt, without undue delay, on a recommendation from the Commission,
recommendations addressed to the Member State concerned with a view to bringing that
situation to an end within a given period. Subject to the provisions of paragraph 8, these
recommendations shall not be made public.
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8 Where it establishes that there has been no effective action in response to its
recommendations within the period laid down, the Council may make its recommendations
public.

9 If a Member State persists in failing to put into practice the recommendations of the
Council, the Council may decide to give notice to the Member State to take, within a specified
time limit, measures for the deficit reduction which is judged necessary by the Council in order
to remedy the situation.

In such a case, the Council may request the Member State concerned to submit reports
in accordance with a specific timetable in order to examine the adjustment efforts of
that Member State.

10 The rights to bring actions provided for in Articles 258 and 259 may not be exercised
within the framework of paragraphs 1 to 9 of this Article.

11 As long as a Member State fails to comply with a decision taken in accordance with
paragraph 9, the Council may decide to apply or, as the case may be, intensify one or more of
the following measures:
— to require the Member State concerned to publish additional information, to be

specified by the Council, before issuing bonds and securities,
— to invite the European Investment Bank to reconsider its lending policy towards the

Member State concerned,
— to require the Member State concerned to make a non-interest-bearing deposit of an

appropriate size with the Union until the excessive deficit has, in the view of the
Council, been corrected,

— to impose fines of an appropriate size.

The President of the Council shall inform the European Parliament of the decisions
taken.

12 The Council shall abrogate some or all of its decisions or recommendations referred
to in paragraphs 6 to 9 and 11 to the extent that the excessive deficit in the Member State
concerned has, in the view of the Council, been corrected. If the Council has previously made
public recommendations, it shall, as soon as the decision under paragraph 8 has been abrogated,
make a public statement that an excessive deficit in the Member State concerned no longer
exists.

13 When taking the decisions or recommendations referred to in paragraphs 8, 9, 11 and
12, the Council shall act on a recommendation from the Commission.

When the Council adopts the measures referred to in paragraphs 6 to 9, 11 and 12, it
shall act without taking into account the vote of the member of the Council representing
the Member State concerned.

A qualified majority of the other members of the Council shall be defined in accordance
with Article 238(3)(a).

14 Further provisions relating to the implementation of the procedure described in this
Article are set out in the Protocol on the excessive deficit procedure annexed to the Treaties.

The Council shall, acting unanimously in accordance with a special legislative
procedure and after consulting the European Parliament and the European Central Bank,
adopt the appropriate provisions which shall then replace the said Protocol.
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Subject to the other provisions of this paragraph, the Council shall, on a proposal from
the Commission and after consulting the European Parliament, lay down detailed rules
and definitions for the application of the provisions of the said Protocol.

CHAPTER 2

MONETARY POLICY

Article 127

(ex Article 105 TEC)

1 The primary objective of the European System of Central Banks (hereinafter referred
to as ‘[X1the ESCB]’) shall be to maintain price stability. Without prejudice to the objective of
price stability, the ESCB shall support the general economic policies in the Union with a view
to contributing to the achievement of the objectives of the Union as laid down in Article 3 of
the Treaty on European Union. The ESCB shall act in accordance with the principle of an open
market economy with free competition, favouring an efficient allocation of resources, and in
compliance with the principles set out in Article 119.

2 The basic tasks to be carried out through the ESCB shall be:
— to define and implement the monetary policy of the Union,
— to conduct foreign-exchange operations consistent with the provisions of Article 219,
— to hold and manage the official foreign reserves of the Member States,
— to promote the smooth operation of payment systems.

3 The third indent of paragraph 2 shall be without prejudice to the holding and
management by the governments of Member States of foreign-exchange working balances.

4 The European Central Bank shall be consulted:
— on any proposed Union act in its fields of competence,
— by national authorities regarding any draft legislative provision in its fields of

competence, but within the limits and under the conditions set out by the Council in
accordance with the procedure laid down in Article 129(4).

The European Central Bank may submit opinions to the appropriate Union institutions,
bodies, offices or agencies or to national authorities on matters in its fields of
competence.

5 The ESCB shall contribute to the smooth conduct of policies pursued by the competent
authorities relating to the prudential supervision of credit institutions and the stability of the
financial system.

6 The Council, acting by means of regulations in accordance with a special legislative
procedure, may unanimously, and after consulting the European Parliament and the European
Central Bank, confer specific tasks upon the European Central Bank concerning policies relating
to the prudential supervision of credit institutions and other financial institutions with the
exception of insurance undertakings.
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Editorial Information
X1 Substituted by Procès-verbal of rectification to the Treaty of Lisbon amending the Treaty on European

Union and the Treaty establishing the European Community, signed at Lisbon,13 December 2007
(Official Journal of the European Union C 306 of 17 December 2007) (2008/C 111/18)This regulation
has been carried out by means of a procès-verbal of rectification signed at Rome on 30 April 2008 with
the Government of the Italian Republic as depository..

Article 128

(ex Article 106 TEC)

1 The European Central Bank shall have the exclusive right to authorise the issue of euro
banknotes within the Union. The European Central Bank and the national central banks may
issue such notes. The banknotes issued by the European Central Bank and the national central
banks shall be the only such notes to have the status of legal tender within the Union.

2 Member States may issue euro coins subject to approval by the European Central Bank
of the volume of the issue. The Council, on a proposal from the Commission and after consulting
the European Parliament and the European Central Bank, may adopt measures to harmonise
the denominations and technical specifications of all coins intended for circulation to the extent
necessary to permit their smooth circulation within the Union.

Article 129

(ex Article 107 TEC)

1 The ESCB shall be governed by the decision-making bodies of the European Central
Bank which shall be the Governing Council and the Executive Board.

2 The Statute of the European System of Central Banks and of the European Central
Bank (hereinafter referred to as ‘[X1the Statute of the ESCB and of the ECB]’) is laid down in
a Protocol annexed to the Treaties.

3 Articles 5.1, 5.2, 5.3, 17, 18, 19.1, 22, 23, 24, 26, 32.2, 32.3, 32.4, 32.6, 33.1(a) and
36 of the Statute of the ESCB and of the ECB may be amended by the European Parliament and
the Council, acting in accordance with the ordinary legislative procedure. They shall act either
on a recommendation from the European Central Bank and after consulting the Commission or
on a proposal from the Commission and after consulting the European Central Bank.

4 The Council, either on a proposal from the Commission and after consulting the
European Parliament and the European Central Bank or on a recommendation from the
European Central Bank and after consulting the European Parliament and the Commission, shall
adopt the provisions referred to in Articles 4, 5.4, 19.2, 20, 28.1, 29.2, 30.4 and 34.3 of the
Statute of the ESCB and of the ECB.

Editorial Information
X1 Substituted by Procès-verbal of rectification to the Treaty of Lisbon amending the Treaty on European

Union and the Treaty establishing the European Community, signed at Lisbon,13 December 2007
(Official Journal of the European Union C 306 of 17 December 2007) (2008/C 111/18)This regulation

https://webarchive.nationalarchives.gov.uk/eu-exit/https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:12007LR(03)
https://webarchive.nationalarchives.gov.uk/eu-exit/https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:12007LR(03)
https://webarchive.nationalarchives.gov.uk/eu-exit/https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:12007LR(03)
https://webarchive.nationalarchives.gov.uk/eu-exit/https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:12007LR(03)
https://webarchive.nationalarchives.gov.uk/eu-exit/https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:12007LR(03)
https://webarchive.nationalarchives.gov.uk/eu-exit/https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:12007LR(03)
https://webarchive.nationalarchives.gov.uk/eu-exit/https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:12007LR(03)
https://webarchive.nationalarchives.gov.uk/eu-exit/https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:12007LR(03)
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has been carried out by means of a procès-verbal of rectification signed at Rome on 30 April 2008 with
the Government of the Italian Republic as depository..

Article 130

(ex Article 108 TEC)

When exercising the powers and carrying out the tasks and duties conferred upon them
by the Treaties and the Statute of the ESCB and of the ECB, neither the European Central
Bank, nor a national central bank, nor any member of their decision-making bodies shall
seek or take instructions from Union institutions, bodies, offices or agencies, from any
government of a Member State or from any other body. The Union institutions, bodies,
offices or agencies and the governments of the Member States undertake to respect this
principle and not to seek to influence the members of the decision-making bodies of the
European Central Bank or of the national central banks in the performance of their tasks.

Article 131

(ex Article 109 TEC)

Each Member State shall ensure that its national legislation including the statutes of its
national central bank is compatible with the Treaties and the Statute of the ESCB and
of the ECB.

Article 132

(ex Article 110 TEC)

1 In order to carry out the tasks entrusted to the ESCB, the European Central Bank shall,
in accordance with the provisions of the Treaties and under the conditions laid down in the
Statute of the ESCB and of the ECB:
— make regulations to the extent necessary to implement the tasks defined in Article 3.1,

first indent, Articles 19.1, 22 and 25.2 of the Statute of the ESCB and of the ECB in
cases which shall be laid down in the acts of the Council referred to in Article 129(4),

— take decisions necessary for carrying out the tasks entrusted to the ESCB under the
Treaties and the Statute of the ESCB and of the ECB,

— make recommendations and deliver opinions.

2 The European Central Bank may decide to publish its decisions, recommendations
and opinions.

3 Within the limits and under the conditions adopted by the Council under the procedure
laid down in Article 129(4), the European Central Bank shall be entitled to impose fines or
periodic penalty payments on undertakings for failure to comply with obligations under its
regulations and decisions.

Article 133

Without prejudice to the powers of the European Central Bank, the European Parliament
and the Council, acting in accordance with the ordinary legislative procedure, shall
lay down the measures necessary for the use of the euro as the single currency. Such
measures shall be adopted after consultation of the European Central Bank.

https://webarchive.nationalarchives.gov.uk/eu-exit/https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:12007LR(03)
https://webarchive.nationalarchives.gov.uk/eu-exit/https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:12007LR(03)
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CHAPTER 3

INSTITUTIONAL PROVISIONS

Article 134

(ex Article 114 TEC)

1 In order to promote coordination of the policies of Member States to the full extent
needed for the functioning of the internal market, an Economic and Financial Committee is
hereby set up.

2 The Economic and Financial Committee shall have the following tasks:
— to deliver opinions at the request of the Council or of the Commission, or on its own

initiative for submission to those institutions,
— to keep under review the economic and financial situation of the Member States and

of the Union and to report regularly thereon to the Council and to the Commission, in
particular on financial relations with third countries and international institutions,

— without prejudice to Article 240, to contribute to the preparation of the work of the
Council referred to in Articles 66, 75, 121(2), (3), (4) and (6), 122, 124, 125, 126,
127(6), 128(2), 129(3) and (4), 138, 140(2) and (3), 143, 144(2) and (3), and in Article
219, and to carry out other advisory and preparatory tasks assigned to it by the Council,

— to examine, at least once a year, the situation regarding the movement of capital and
the freedom of payments, as they result from the application [X1of the Treaties] and of
measures adopted by the Council; the examination shall cover all measures relating to
capital movements and payments; the Committee shall report to the Commission and
to the Council on the outcome of this examination.

The Member States, the Commission and the European Central Bank shall each appoint
no more than two members of the Committee.

3 The Council shall, on a proposal from the Commission and after consulting the
European Central Bank and the Committee referred to in this Article, lay down detailed
provisions concerning the composition of the Economic and Financial Committee. The
President of the Council shall inform the European Parliament of such a decision.

4 In addition to the tasks set out in paragraph 2, if and as long as there are Member
States with a derogation as referred to in Article 139, the Committee shall keep under review
the monetary and financial situation and the general payments system of those Member States
and report regularly thereon to the Council and to the Commission.

Editorial Information
X1 Substituted by Procès-verbal of rectification to the Treaty of Lisbon amending the Treaty on European

Union and the Treaty establishing the European Community, signed at Lisbon,13 December 2007
(Official Journal of the European Union C 306 of 17 December 2007) (2008/C 111/18)This regulation
has been carried out by means of a procès-verbal of rectification signed at Rome on 30 April 2008 with
the Government of the Italian Republic as depository..

https://webarchive.nationalarchives.gov.uk/eu-exit/https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:12007LR(03)
https://webarchive.nationalarchives.gov.uk/eu-exit/https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:12007LR(03)
https://webarchive.nationalarchives.gov.uk/eu-exit/https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:12007LR(03)
https://webarchive.nationalarchives.gov.uk/eu-exit/https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:12007LR(03)
https://webarchive.nationalarchives.gov.uk/eu-exit/https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:12007LR(03)
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Article 135

(ex Article 115 TEC)

For matters within the scope of Articles 121(4), 126 with the exception of paragraph 14,
138, 140(1), 140(2), first subparagraph, 140(3) and 219, the Council or a Member State
may request the Commission to make a recommendation or a proposal, as appropriate.
The Commission shall examine this request and submit its conclusions to the Council
without delay.

CHAPTER 4

PROVISIONS SPECIFIC TO MEMBER
STATES WHOSE CURRENCY IS THE EURO

Article 136

1 In order to ensure the proper functioning of economic and monetary union, and in
accordance with the relevant provisions of the Treaties, the Council shall, in accordance with
the relevant procedure from among those referred to in Articles 121 and 126, with the exception
of the procedure set out in Article 126(14), adopt measures specific to those Member States
whose currency is the euro:

a to strengthen the coordination and surveillance of their budgetary discipline;
b to set out economic policy guidelines for them, while ensuring that they are compatible

with those adopted for the whole of the Union and are kept under surveillance.

2 For those measures set out in paragraph 1, only members of the Council representing
Member States whose currency is the euro shall take part in the vote.

A qualified majority of the said members shall be defined in accordance with Article
238(3)(a).

[F13 The Member States whose currency is the euro may establish a stability mechanism
to be activated if indispensable to safeguard the stability of the euro area as a whole. The
granting of any required financial assistance under the mechanism will be made subject to strict
conditionality.]

Textual Amendments
F1 Inserted by European Council Decision of 25 March 2011 amending Article 136 of the Treaty on the

Functioning of the European Union with regard to a stability mechanism for Member States whose
currency is the euro (2011/199/EU).

Article 137

Arrangements for meetings between ministers of those Member States whose currency
is the euro are laid down by the Protocol on the Euro Group.

http://www.legislation.gov.uk/id/eudn/2011/199
http://www.legislation.gov.uk/id/eudn/2011/199
http://www.legislation.gov.uk/id/eudn/2011/199


Consolidated version of the Treaty on the Functioning of the European Union
PART THREE TITLE VIII CHAPTER 4
Document Generated: 2023-06-01

11

Status: This is the revised version from EUR-Lex dated 01/03/2020. There are no timeline of changes available
for treaties, instead, previous dated versions from EUR-Lex (as pdf from 1992 onwards) can be accessed via

the More Resources menu. This treaty has changed its name over time, originally signed in Rome in 1957
as the Treaty establishing the European Economic Community (The Treaty of Rome) then becoming Treaty

establishing the European Community. Its title is now Treaty on the functioning of the European Union.

Article 138

(ex Article 111(4), TEC)

1 In order to secure the euro's place in the international monetary system, the Council,
on a proposal from the Commission, shall adopt a decision establishing common positions
on matters of particular interest for economic and monetary union within the competent
international financial institutions and conferences. The Council shall act after consulting the
European Central Bank.

2 The Council, on a proposal from the Commission, may adopt appropriate measures
to ensure unified representation within the international financial institutions and conferences.
The Council shall act after consulting the European Central Bank.

3 For the measures referred to in paragraphs 1 and 2, only members of the Council
representing Member States whose currency is the euro shall take part in the vote.

A qualified majority of the said members shall be defined in accordance with Article
238(3)(a).

CHAPTER 5

TRANSITIONAL PROVISIONS

Article 139

1 Member States in respect of which the Council has not decided that they fulfil the
necessary conditions for the adoption of the euro shall hereinafter be referred to as ‘Member
States with a derogation’.

2 The following provisions of the Treaties shall not apply to Member States with a
derogation:

a adoption of the parts of the broad economic policy guidelines which concern the euro
area generally (Article 121(2));

b coercive means of remedying excessive deficits (Article 126(9) and (11));
c the objectives and tasks of the ESCB (Article 127(1) to (3) and (5));
d issue of the euro (Article 128);
e acts of the European Central Bank (Article 132);
f measures governing the use of the euro (Article 133);
g monetary agreements and other measures relating to exchange-rate policy (Article 219);
h appointment of members of the Executive Board of the European Central Bank (Article

283(2));
i decisions establishing common positions on issues of particular relevance for economic

and monetary union within the competent international financial institutions and
conferences (Article 138(1));

j measures to ensure unified representation within the international financial institutions
and conferences (Article 138(2)).

In the Articles referred to in points (a) to (j), ‘Member States’ shall therefore mean
Member States whose currency is the euro.
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3 Under Chapter IX of the Statute of the ESCB and of the ECB, Member States with
a derogation and their national central banks are excluded from rights and obligations within
the ESCB.

4 The voting rights of members of the Council representing Member States with a
derogation shall be suspended for the adoption by the Council of the measures referred to in the
Articles listed in paragraph 2, and in the following instances:

a recommendations made to those Member States whose currency is the euro in
the framework of multilateral surveillance, including on stability programmes and
warnings (Article 121(4));

b measures relating to excessive deficits concerning those Member States whose currency
is the euro (Article 126(6), (7), (8), (12) and (13)).

A qualified majority of the other members of the Council shall be defined in accordance
with Article 238(3)(a).

Article 140

(ex Articles 121(1), 122(2), second sentence, and 123(5) TEC)

1 At least once every two years, or at the request of a Member State with a derogation, the
Commission and the European Central Bank shall report to the Council on the progress made by
the Member States with a derogation in fulfilling their obligations regarding the achievement of
economic and monetary union. These reports shall include an examination of the compatibility
between the national legislation of each of these Member States, including the statutes of its
national central bank, and Articles 130 and 131 and the Statute of the ESCB and of the ECB.
The reports shall also examine the achievement of a high degree of sustainable convergence by
reference to the fulfilment by each Member State of the following criteria:
— the achievement of a high degree of price stability; this will be apparent from a rate of

inflation which is close to that of, at most, the three best performing Member States
in terms of price stability,

— the sustainability of the government financial position; this will be apparent from
having achieved a government budgetary position without a deficit that is excessive
as determined in accordance with Article 126(6),

— the observance of the normal fluctuation margins provided for by the exchange-
rate mechanism of the European Monetary System, for at least two years, without
devaluing against the euro,

— the durability of convergence achieved by the Member State with a derogation and
of its participation in the exchange-rate mechanism being reflected in the long-term
interest-rate levels.

The four criteria mentioned in this paragraph and the relevant periods over which they
are to be respected are developed further in a Protocol annexed to the Treaties. The
reports of the Commission and the European Central Bank shall also take account of
the results of the integration of markets, the situation and development of the balances
of payments on current account and an examination of the development of unit labour
costs and other price indices.

2 After consulting the European Parliament and after discussion in the European
Council, the Council shall, on a proposal from the Commission, decide which Member States
with a derogation fulfil the necessary conditions on the basis of the criteria set out in paragraph
1, and abrogate the derogations of the Member States concerned.
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The Council shall act having received a recommendation of a qualified majority of
those among its members representing Member States whose currency is the euro.
These members shall act within six months of the Council receiving the Commission's
proposal.

The qualified majority of the said members, as referred to in the second subparagraph,
shall be defined in accordance with Article 238(3)(a).

3 If it is decided, in accordance with the procedure set out in paragraph 2, to abrogate a
derogation, the Council shall, acting with the unanimity of the Member States whose currency
is the euro and the Member State concerned, on a proposal from the Commission and after
consulting the European Central Bank, irrevocably fix the rate at which the euro shall be
substituted for the currency of the Member State concerned, and take the other measures
necessary for the introduction of the euro as the single currency in the Member State concerned.

Article 141

(ex Articles 123(3) and 117(2) first five indents, TEC)

1 If and as long as there are Member States with a derogation, and without prejudice to
Article 129(1), the General Council of the European Central Bank referred to in Article 44 of
the Statute of the ESCB and of the ECB shall be constituted as a third decision-making body
of the European Central Bank.

2 If and as long as there are Member States with a derogation, the European Central
Bank shall, as regards those Member States:
— strengthen cooperation between the national central banks,
— strengthen the coordination of the monetary policies of the Member States, with the

aim of ensuring price stability,
— monitor the functioning of the exchange-rate mechanism,
— hold consultations concerning issues falling within the competence of the national

central banks and affecting the stability of financial institutions and markets,
— carry out the former tasks of the European Monetary Cooperation Fund which had

subsequently been taken over by the European Monetary Institute.

Article 142

(ex Article 124(1) TEC)

Each Member State with a derogation shall treat its exchange-rate policy as a matter
of common interest. In so doing, Member States shall take account of the experience
acquired in cooperation within the framework of the exchange-rate mechanism.

Article 143

(ex Article 119 TEC)

1 Where a Member State with a derogation is in difficulties or is seriously threatened
with difficulties as regards its balance of payments either as a result of an overall disequilibrium
in its balance of payments, or as a result of the type of currency at its disposal, and where
such difficulties are liable in particular to jeopardise the functioning of the internal market
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or the implementation of the common commercial policy, the Commission shall immediately
investigate the position of the State in question and the action which, making use of all the
means at its disposal, that State has taken or may take in accordance with the provisions of the
Treaties. The Commission shall state what measures it recommends the State concerned to take.

If the action taken by a Member State with a derogation and the measures suggested by
the Commission do not prove sufficient to overcome the difficulties which have arisen
or which threaten, the Commission shall, after consulting the Economic and Financial
Committee, recommend to the Council the granting of mutual assistance and appropriate
methods therefor.

The Commission shall keep the Council regularly informed of the situation and of how
it is developing.

2 The Council shall grant such mutual assistance; it shall adopt directives or decisions
laying down the conditions and details of such assistance, which may take such forms as:

a a concerted approach to or within any other international organisations to which
Member States with a derogation may have recourse;

b measures needed to avoid deflection of trade where the Member State with a derogation
which is in difficulties maintains or reintroduces quantitative restrictions against third
countries;

c the granting of limited credits by other Member States, subject to their agreement.

3 If the mutual assistance recommended by the Commission is not granted by the
Council or if the mutual assistance granted and the measures taken are insufficient, the
Commission shall authorise the Member State with a derogation which is in difficulties to take
protective measures, the conditions and details of which the Commission shall determine.

Such authorisation may be revoked and such conditions and details may be changed by
the Council.

Article 144

(ex Article 120 TEC)

1 Where a sudden crisis in the balance of payments occurs and a decision within the
meaning of Article 143(2) is not immediately taken, a Member State with a derogation may,
as a precaution, take the necessary protective measures. Such measures must cause the least
possible disturbance in the functioning of the internal market and must not be wider in scope
than is strictly necessary to remedy the sudden difficulties which have arisen.

2 The Commission and the other Member States shall be informed of such protective
measures not later than when they enter into force. The Commission may recommend to the
Council the granting of mutual assistance under Article 143.

3 After the Commission has delivered a recommendation and the Economic and
Financial Committee has been consulted, the Council may decide that the Member State
concerned shall amend, suspend or abolish the protective measures referred to above.


