21.11.2012

Enionpn E@nuepida g Evponaikig Eveong

C 359/43

KPATIKH ENIZXYXH — EAAAAA

Kpatiki) evioxuen api). SA.34826 (2012/C) (ex 2012/NN) — Avakegalatonoinen g Tpanelag
Hewpaiog and to ENAqviké Tapeio Xpnpatomototikig Ttadepotnrag

MpockAnen yia vnoPoli) napatnprieeov cvpgova pe to apdpo 108 napaypagoc 2 g TAEE
(Keipevo mou mapoveraler evdiagépov yia tov EOX)

(2012/C 359/05)

Me emotoM] g 27.7.2012 mou avadnpocievetal 0TV audevtiki) YAOGOA TOU KEHEVOU TNG EMOTONIG OTIG
oehidec mou akohoudolv v mapovoa mepiyn, n Emtponn kowonoince oty ENada v andeacn g va
kwnoer m dadikaocia tou apdpou 108 mapaypagog 2 g SAEE oyetika pe v mpoavagepdeioa evioxuor).

T'a Noyoug ypnuatomnioteTikig otadepdttag, 1 Enttpont) ano@acioe va eykpivel TpOGWPIVA TO LETPO TOU €XEL TH)
HOPOT| EMOTOM|G SEGEVONG KAl TPOCWPIVIG avakePaAAIONOiNoNS, ¢ evioyuor Slaowong yia mepiodo €5t pnvav
ano TNV MHEPOHNVIA TNG MAPOUCAS ATOPAOT]G.

Ta evbiagepoOpeva 1€pn pmopolv va unofdAouy TG TApATIPrIOES TOUG OO0V POPA TO HETPO EVIOYUOTS Yial TO
onoto 1 Emtporn) kel  Swdikacia, péoa oe éva prva and v npepoprnvia dnpootevone e mapoloag

mepIANYNG Kal TG EMOTOMG Tou akoloudel, otnv akoloudn dievduvon:

Euponaikr Emtponr)
Directorate-General for Competition
State Aid Greffe

J70 03/225

1049 Bruxelles/Brussel
BELGIQUE/BELGIE

Apw. @ag: +32 22961242

O1 napamprioels autés Ja kowonoudouv otrv EANGda. To andppnto ¢ tautdtTag Tou evolapepoievou pepous
mou unofdA\et Tic mapatnprioels pnopel va CTel ypamtac, He Lveld TV OYETIKOV AOYOV.

KEIMENO THE TEPIAHYHX
ATAAIKAXIA

Stg 20 Ampihiou 2012, to EN\pvikd Tapeio Xprjpatomototikig
Stadepotrag (ETXE) napéoye oty Tpanela IMewpaung (1 tpamnea)
€MOTON) déopevonc doov agopa T cuppetoxr Tou oty avénon
TOU pETOXIKOU kKepakaiou g. Ttg 28 Matou 2012, mpaypatonot-
nonke 1 mpocwpwr avakepakaonoinorn e TpaneCag e,
[apopoies  emotoés  Séopevong  ameotalnoav  kar  Afgonkav
péTpa mpocwpvig avakepalatonoinong oty Edvik Tpamela e
EN\Gdoc (SA. 34824 (2012/NN)), v EFG Eurobank (SA. 34825
(2012/NN)) kar v Alpha Bank (SA.34823 (2012/NN)). Ot
eENIVIKEG  apyés  Kowomoinoav TG €MOTONEG  déopevonG  oTig
10 Maiou 2012. Agdopévou Ot To pétpo eiye 7ON Angvel, kata-
xopiotke and Tg vnnpeoieg e Emtponns wg undveon pn kowo-
nowdeicag evioyuong um’ apw. SA 34826 (2012/NN).

MEPITPA®H TOY METPOY/THX ENIZXYZHE IIA TO OIIOIO/THN
OIIOIA H EINITPOITH KINEI TH AIAAIKAXIA

Meta ) ouppetoyr s oto PSI (1), i onoia eveypagn avadpopika
oTOUG \oyaptacpoug Tou Tétaptou Tpiprvou tou 2011, to kega-
Aawo g Tpanetag Mepaidg katéot) apvnukd. Tug 20 Ampihiou
2012, to ETXT mapéoye emotoln] déopeuong 060V agopa T oupi-

(") Mpoypappa PSI (Private Sector Involvement — Zuppetoxn tou It
koU Topéa): Awmpaypdteuon HeTagl Tov eAMVIKGOY apXov Kat Tov
WSITOY TOTWTOY pe okond va emteuyVel pepikn mapaiton v i tey
TOTOTOV and o eAnviko dnpocto xpéog ot edelovtikr faor). To mpo-
ypappa PSI glval éKTaktou Xapoaktipa Kai €Xe ONHAVIIKEG EMMTOOELS
otig eAMnvikeg tpameles: TToA\ég tpameleg uméotoav {npieg g amote-
\eopa tou PSIL

HETOXT] TOU HE 00O UYOUG 5 d1o. eupw otV mpofAenopevn avénor
TOU petoykoU kegakaiou g tpameCac. [...] (*) 'Hdn oto téhog tou
2011, o bdeiktne kepalatakng endpkeiag mepieNapfave to avadpo-
wKko anotéeopa TG kepahaiakng otpiEng mou mpoflendtav oty
emotohr déopevong tou ETXE, pe anotéleopa va gtacet oto 9,7%
(pro-forma). Bacel ¢ unoypéwong mou avékafe otV emoToAn
d¢opevone, to ETXE mpokatefale omv Tpamea IMepaidg, otig
28 Maiou 2012, 4,7 dw0o. eupo (t0 mocd autd KadopioTrKe
faoer OV YPNHATOOKOVORIKOV OTOEIGY TOU TPOTOU TPIUAVOU
tou 2012) olpguva pe g Slatdes yia Ty mPOosWPIVI] aVAKEPa-
Aatonoinon mou mpofAénovtat atov vopo déomiong tou ETXE, omwg
autog elye Tote Tpomomoudel. Ta mood mou mpofAénoviav THGO
OTNV EMOTOM] OEGHEVOTG OGO KAl TNV TPOGHPIVY] AVAKEPANALOTO-
nor, unoloyiotkav and v Tpanela g EAMado¢ mpokerpévou va
dopaliotel 1 ouppopgwon e Tpamelag oTG TOTE 10XUOUGEG
AMAITNOEIS KEQAAALAKNG eMApKelag. Q¢ ek TOUTOU, OTOV 1G0NOYIOHO
me 31nc Maptiou 2012, n TpaneCa Tepardg epgavioe deiktn
kegahatakng enapkelag oto 9% kat deiktr faockav idwv kepalaiov
katnyopiag 1 oto 8%. Tug 31 Maptiou 2012, t0 m0ed TG mpo-
GOPIVIG AVAKEPAAALOTOINOTG avTINpOs®nevE mepinou o 13,8% Ttwv
OTAJHIOpEVOV G TIPOG TOV Kivduvo meplouctakv ototyeiwy (RWA)
™G TpameCac. Me Ty €10p0pd TwV TPOVOHIOUX®Y HETOXGY Tov Mato
Tou 2009 kot tov Aeképfplo tou 2011, o mOGO TG evioyuong
mou €\aPe n TpameCa Tlepaids, €KTOG TWV EYYUNOE®Y KAl TNG
Pordeiag pe T popen peuotoTNTAG, avépKETAL TEPIMOU  OTO
16,1% Ttwv oTadpiopEvey oG mPOG TOV KIvOUVO TEPIOUGIAK®Y OTOL-
Xelwv e Tpamelac.

(*) Epmioteutika oTOLElD, TA OMOICL EMOTHAIVOVTAL KAL OTI| GUVEXELD HE TIV

evdeiln [...].
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AEIOAOTHEH TOY METPOY/THX ENIEXYZHE

Me v emotohr déopeuong mou mapéoye otg 20 Anpihiou 2012,
0 ETXS Seopettke pnra va avakepalatornotoet v tpamela. To
ETXE Aapfaver mopoug and To KPATOG KAl Ol MEPLOTACELS UTO TIG
onoteg pmopel va yopnyroet otiptén mpog ypnuatontoTwtika dpu-
pata kadopilovtal emakpifag kar meplopiovrar and v eNAnvik
vopoveoia. Emopéves, 1 Xprion Tev KpaTIKGV TOpwV TpEMEL va
KATANOYIOTEL GTO KPATOC.

H emotolr] déopevone mapéoye ndn mleovéktua oty tpamela
[...]. H mpoowpwvi avakepadatonoinorn mou opioTikomoudike oTig
28 Maiou 2012 eivan 1) ekmMpwon TG avan@deioag umoxpewong
otV emoTtoAl] OEOHEVOTG, KAL GUVENMG OMOTENEL UVEKELa TiG 1diag
evioyuong. H mpoowpwvi) avakepalaionoinon pe T Hop@r OpOANO-
yov tou ETXT avénoe tov Seikt kepalaiakng endpkelag g Tpd-
neCag TMepaids oe eninedo mou emitpener ) Aertoupyia g otV
ayopd kado¢ kat TV mpOGPact] TG 08 MPAZEIS TOU EUPLOUCTIHa-
TOG KL, G €K TOUTOU, T TPATEL AMEKTIOE EMIONG MAEOVEKTILA aTd
KPATIKOUG TOPOUG.

Qg ek toutou, 1 V¢on Tou dikatouyou evioxUInke, dedopévou o
é\afe xpnpatodotikols mopoug yia va eEakoloudnoel va cuppop-
QOVETAL [E TIG KEYAAGLAKES OMALTIOEIS, YEYOVOG TIOU GUVEMAYETAL
otpeflaoceg Tou avtayoviopou. Aedopévou o ) tpanela dpaotn-
promoteital e GANEG EUPWMAIKEG XPTUATOMIOTOTIKEG AyOpEs Kat OTL
xpnuatonioteTikd Wdpupata and aMa kpatn el Aertoupyouv
omv EN\Gda, To pétpo eivar mavd va emnpedoet TO eUmOpLo
petabl TV KpaTOV pEAGY.

H vopukn faon yia v afiohoynon tou pétpou mapapiével to apdpo
107 mapaypagog 3 otowxeio ) e TAEE, to onoio mpofAéner o
KPATIKEG EVIoYUGELG pmopouv va dewpndolv cupPipaotyes pe v
Kowi ayopd Otav yopnyouvtat «yia v apon cofaprs datapayrs
NG owovopiag kpatoug pehouey. H Emrtpornn e€akoloudel va Jew-
pel OTL MANPOUVTAL Ol AMALTIOELS YIaL TNV £YKPLOT] KPATIKGV EVIOYU-
oEwv oupguva pe to apdpo 107 mapdypagog 3 otoryeio ) g
SAEE, 8edopévou 0Tt 01 XpnHATONLOTWTIKEG ayopés déxovTal ek vEou
mieon, kat enfefaiooe ™y anoyn avty eykpivovtag Tov Aeképfpto
tou 2011 v avakoivwor mept napataong Tou 2011. 'Ocov agopa
v eAnvikip owovopia, 1 Emitponn, eykpivoviag Siadoyikd Tta
eENVIKG KaeoTOTA OTAPIENG YIB TA TOTWTIKA 0pUHATA avayVe-
pioe ot umapyet kivduvog coPapric Sratapaync e eENnvikig otko-
vopiag Kat OTL 1) Kpatikr otpiEn oV Tpanelov anotelel To Kata\-
Mo péoo yia v avupetonion g ev Aoy Sdwtapayng. O kiv-
duvog autog eivar akopn peya\UTEPOG 0TIV TPOKELUEVY TEPIMTWOT,
Noyo tou peyédoug e TpaneCag TTetpaiac.

v mapovoa @aot, wotoco, 1 Emttponn éxer em@uAdEes yia To
KQTO TOGOV TO PETPO EVIOXUOT|G EIVAL GUPPOVO HE TOL YEVIKA KPUTI)-
pia oupfatotrag, dnhadny ta kprmpla «kataA\nAoTTAGY, «ava-
YROT|TaG Kat «avaloyiKOTTAG.

'Ocov agopa v «katalnottar tou pétpou, 1 Emtponr| emion-
paiver OTL TO &V NOy® HETPO, TO OMOIO KATEOTN avaykaio Kuping
\oyo Ttou PSI, okomod €xel va diaopalicer ot 1) tpanela mAnpol Tig
KAVOVIOTIKEG KEPAAQIOKEG amartroels kat mapapéver emAeén yia
TNV anoKToN PeusTOTTaG and Kevipiki tpanefa. Aapfdvovtag
unoyn o yeyovog ot 1 TpaneCag IMepaids eivar cuoTnukd onpa-
vuikr) tpaneCa oty EMNGda kar ot to pétpo €l wg otdxo va
oupPader ot xprpatomoteTky otedepotta oty ENNGda, To
PETPO QaiveTal, €K TPWTNG OWews, KatdAAnho. Qatdco, n Enttporr)
datnpel emguAders kau dev eivar oe Déon, oty mapovoa @dor], va
ektiproet av Mj@onkav apéeng Oha Ta avaykaia HETPA GOTE VoL Ly
xpeaotel 1) tpanela véa evioyuor oto pEANov. Ty napoloa gaor),
dev elvar oagég motog Ja eléyyer v tpmela OTAV 1 MPOGHPIVI
avakepahatonoirjon poviponomdel. Eite 1 tpdnela Ja tedel umd

KpaTko €\eyyo €lte N peoyneia v WwTdY Wioktytev Ja ano-
Ktioel Tov eNeyxo NG kar uyn\) poxAevon. Ze kade mepimtoon, 1)
Enrtporr) emupel va e€aopalioer ot 1 mowdtnta ™ dayeipiong
e TtpdmeCag, kar 1ding e Swdikactag davewodomone, dev Va
vnofadpotel. T mapadetypa, av 1 tpamela tedel UMO KpaTIKO
é\eyxo, To yeyovog autd dev da mpémel va odnyroel oe kaki dia-
Xeipiorn), eo@alpevy Tipoloynon 1 | xopryron davelwv i emiyet-
prpaTikol mpocavatoMopou. Sty napovca gaon, 1 Emtponr| €xel
eMQUNAEEIS Y10 TO av TO OMHePLVO TAGIOIO ETAIPIKNG dtakufepvriong
pmopel va meplopilel Ty mapERPact] Kat TOV GUVTOVIOHO €K HEPOUG
tou Onpociou. Eav, avtideta, 1 mheoyngia tov Skatopdtov
yngou g Tpanelag TMepaing mepieNder oto pENov otV Kupto-
NTa enevOUTH MOU £XEL EMEVOUCEL MEPLOPIGHEVA HOVOV XPIHOTIKA
nood kal Sladétel Sikadpata TPOALPESTS Yial TIC LETOXEG TOU KATE-
XEL TO KPATOG, O eMeVOUTG auTodg evdéyetal va avalafer umepPoli-
KkoU¢ kwdUvouc. Tupmepaocpatika, undpyel kivduvog va umofadp-
otel 0 Tpodno¢ Sayeiptong e Tpanetag kar autd Ya pnopoloe va
U¢oet o kivduvo v anokataotact ™ Prwopdtntag kat ) da-
THPNOT TG XPNHATOMOTOTIKNG oTadepdTTag. Adyw e eNAewng
CUQTVELAG OXETIKA (1€ TO TOLOG Va AMOKTAGEL TNV KUPLOTITA KAl TOV
é\eyxo e tpanelag oto peMov, 1 Emtpomr apgifdMet, oty
napovoa @Act), €4v TO PETPO evioxuong evar KatdAAnlo, kat
kel Tic eNVikeG apyés, TV TpameCa kai Ta evdiagepopeva
BEPN va UTOPANOUY OYETIKEG MAPATNPIIOEIS KAl TIAPOPOPIES.

TTapolo mou To MOGO TG EVioXUOT|G UTOAOYIOTNKE KATA TPOMO TOU
va Sao@aNiletar 1 GUHHOPQPWOT TG TPAMelag OTIC UQLOTANEVES
OMOITAOEIG  KEPOAQIOKTG  EMAPKELAC, 1) EVIOXUGH YOpryeltal HeTd
and mapatetapevy mepiodo avakepalatonoujoswv. H  Emitporr
ap@paler eav Eyouv Angdel O Ta duvatd pétpa wote 1 tpanela,
agevog, va v xpelaotel véa avakepalaionoiron oto pENNov kat,
AQETEPO, Vo ouppop@eiel e TG deopeboeg mou mepilapfavovral
oto Mvnuovio Owovopukig kar Xprpatomototikns ITolitikrg tou
deltepou mpoypappatog mpooappoync yia v ENada (Bacer tou
onolou o deiktng Paocikav diwv kepalaiwy katnyopiag 1 mpénel va
goaceL oto 9% péypt Tov Zemtépfplo Tou 2012, kat oto 10% péypt
tov lolvio tou 2013). ‘Ocov agopd v aviiotddpion yia Ty
evioyuor), 1 apoipr) mou Ja Nafet to ETXT eivar yapn\otepn and
TO TOCOOTO TOU 7 £mG 9% mou opiletal oV avakoivwor mept
avakepalatomoinons. Eav n Siapkeia e mpocwpwviic avakepohat-
onoinong eivar apketd ouvropn, 1 Emtponr) Ya &xet  Suvatdtnta
va Nafer umoyn Ta €101k XApAKTIPLOTIKA TG TPOCMPIVIG OVaKe-
gahatoroinong kai To mMAaiclo oTo omoio Yopnyndnke kai, Katd
ouvénela, va anodeydel m xapn\otepn avuotdpion. Qotoco, dedo-
pévou Ot otV mapovca @aon, ding Aoyw Tou avtifoou otkovo-
pkov meptpaAlovtoc, 1 SldpKela TG MPOCWPIVIG AVAKEPAAAIOTOL-
nong eivar aféfaw, n Enttponr) €xel emuldbels wg mpog v endp-
Kkew g avuotadpione. Emm\éov, 1) mpocwpw avakepalatomoinon
dev ouvendyetar TV AMOHEINOT] TG CURUETOXNG TGV UQLOTALEVOV
petoxov e tpaneCag. H oovopiki) kat 1 VORI KuptoTita g
tpanefac dev Vo petafAndolv mpw T HETATPOT| TG TPOCWPIVIG
avakegahatonoinong oe Tehkn. Q¢ ek TOUTOU, TO HETPO auTd dev
Ya ftav oUPQOVO e TIC apyEc mepl AVTLOTADMIONG KAl EMUEPIGHOU
Tov fapov Pacel TOV KAVOVOV Yl TIG KPATIKEG EVIOXUGELS, €(v 1|
dapkewa e mpocwpvg avakepakatonoinong da ftav mapateta-
pevn. H Emtpormy oag kael va unofdhete Tig mapatnprioel oag
OXETIKA e T Vépata autd.

'Ocov agopd TV avaloyikotTa Tou petpou, 1 Tpameta Aappavet
peyalo moco evioyuong mou pmopel va odnynoet oe cofapés otpe-
PAdcels Tou avtaywviopol, edv Angdolv umoOwn Kai ot avakeQalal-
onouoelg, petacl aAwv, Tov AoV Tplov peydov tpaneldy oty
EMNada and to ETXE. Adye tou peydhou moool g Angdeioag
EVIOYUONG KAl TNG mapatetapévig meptodou didowong, 1 Emrtpomn
apeipaMet, oty mapovca @dor, €dv ot diacgaliceig mou
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nep\apfdvoviar 6To MAQICIO TGV EYKEKPEVOV KATEOTOTOV LY. 1)
anayopeuot) diavopng pepiopdtv, N pn Goknon Tev SIKAOUATGY
TPOAIPESTG XWPIG TPONyoUpev auvewonon pe v Emtponn «Am.,
elval ENapKels o€ oxEoT He TNV e5eTalOpev TPOsWPIVY) avake@ahat-
onoinon. H Emtponn kalel tic eN\nvikég apyéc, tov dikaiovyo kot
T evdlagepopeva pEpT va UMOPAAOUV TIC TMAPATIPTOEIG TOUG OXE-
Tika pe 1o Yépa autod. EmmAéov, ) Enttponn) onpeidver ot to ETXE
éxet 10N opicel avTIMPOCLNO KAl OTIG TEOTEPIG TPATEles UTO Kade-
OTOC TPOsKPWVIG  avakepahatonoinong, aMa dev €xouv  akopn
Ueomiotel kavoveg yia va anogeuxdel 1 petafd toug avtaAhayn
TANPOPOPIGY Kat 0 HETAEy Toug ouvtoviopos and to ETXE. Ta
™MV emotapév napakolovdnen e tpameCac, n Emtponn kpivet

oKOMIIO va opiotel evtohodoyog mapakolovdneng o omoiog da
eivar mpoowmikd mapev oty tpdnela kat Ja emonpaivel Tuyov
eminues alayéc ot eUmopikés MPakTikés e Tpdnelag, Onwg
€0QaApEVT) TIONOYTOT, XOpryNon Sdavelwv i) emyelpnuatikol mpo-
oavatoMopol 1} mpoogopd pn froctpev enttokiov katadécewy. H
Enttponr) kalel tov dikaioUxo kot Ta evOlaQPePOEVA HEPT Va UTO-
Balouv Tic mapatnproels ToUG Kkar OXETIKA e TO Vépa auTo.

Supgeva pe to apdpo 14 tou kavoviopou (EK) apw. 659/1999
Tou Zupfouliou, o anodéktne kade mapavoung evioxuong pnopet va
K\del va v emotpeyet.
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«The Commission wishes to inform Greece that, having examined the information supplied by your auth-

(0]
(0]

rities on the aid measure referred to above, it has decided to temporarily approve the measure in the form
f a commitment letter and bridge recapitalisation as rescue aid and to initiate the procedure laid down in

Article 108(2) of the Treaty on the Functioning of the European Union ("TFEU") in regard to that measure.

(2

(3
(4

1. PROCEDURE

(1) In May 2009, Piraeus Bank ("the bank") was recapitalised under the recapitalisation scheme which is
part of the "Support Measures for the Credit Institutions in Greece" approved by the European
Commission on 19 November 2008 (?).

(2) Recital 14 of the decision of 19 November 2008 provided that a restructuring plan needed to be
notified to the Commission for the beneficiaries of that recapitalisation scheme. The extent of the
restructuring plan for each bank depended on that bank’s individual situation.

(3) A plan was submitted to the European Commission by the Greek authorities on 23 July 2010
describing the bank’s programme for ensuring long-term viability under the macro-economic
assumptions which were relevant at that point in time. That plan, its subsequent updates as well as
additional information submitted by the Greek authorities were administratively registered by the
Commission services under case SA. 30342 (PN 26/2010) and then SA. 32787 (2011/PN).

(4) On 28 December 2011, the Commission approved a second recapitalisation for Piraeus Bank (3).

(5) Piraeus Bank has also benefited from aid measures under the guarantee and the bond loan schemes
which are part of the "Support Measures for the Credit Institutions in Greece" approved by the
European Commission on 19 November 2008 and subsequently prolonged and amended (*).

(6) On 20 April 2012, the Hellenic Financial Stability Fund provided Piraeus Bank with a commitment
letter to participate in the share capital increase of the bank. On 28 May 2012, a bridge recap-
italisation of Piraecus Bank was implemented.

(7) Similar commitment letters have been sent and bridge recapitalisations granted to Alpha Bank (SA.
34823 (2012/NN)), National Bank of Greece (SA. 34824 (2012/NN)) and EFG Eurobank (SA. 34825
(2012/NN)). On 10 May 2012, the Greek authorities formally notified to the Commission the
commitment letters provided to Piraeus Bank (and the other banks) in line with recital 43 of the
Commission decision of 6 February 2012. (°) As the measure had already been taken, the Commission
services registered as non-notified aid under case SA. 34826 (2012/NN).

) See Commission decision of 19 November 2008 in State Aid N 560/2008 "Support Measures for the Credit Institutions in

Greece", O] C 125, 05.06.2009, p. 6. It was attributed the number SA.26678 (N 560/2008). That scheme was

subsequently prolonged and amended (see below under footnote 3).
) See Commission Decision of 28 December 2011 in State aid SA.34122 (2011/N) "Second recapitalisation of Piraeus

Bank under the Greek recapitalisation scheme", recital 16, O] C 101, 04.04.2012, p. 1.
) On 2 September 2009, Greece notified a number of amendments to the support measures and a prolongation until
31 December 2009 that were approved on 18 September 2009 (See Commission decision of 18 September 2009 in
State Aid N 504/2009 "Prolongation and amendment of the Support Measures for the Credit Institutions in Greece", O] C 264,
06.11.2009, p. 5). On 25 January 2010, the Commission approved a second prolongation of the support measures
until 30 June 2010 (See Commission decision of 25 January 2010 in State Aid N 690/2009 "Prolongation of the
Support Measures for the Credit Institutions in Greece", O] C 57, 09.03.2010, p. 6). On 30 June 2010, the Commission
approved a number of amendments to the support measures and an extension until 31 December 2010 (See
Commission decision of 30 June 2010 in State Aid N 260/2010 "Extension of the Support Measures for the Credit
Institutions in Greece", OJ C 238, 03.09.2010, p. 3.). On 21 December 2010 the Commission approved a prolongation
of the support measures until 30 June 2010 (See Commission decision of 21 December 2010 in State aid SA 31998
(2010/N) "Fourth extension of the Support measures for the credit Institutions in Greece", O] C 53, 19.02.2011, p. 2). On
4 April 2011 the Commission approved an amendment (See Commission decision of 4 April 2011 in State Aid
SA.32767 (2011/N) "Amendment to the Support Measures for the Credit Institutions in Greece", O] C 164, 02.06.2011,
p. 8). On 27 June 2011 the Commission approved a prolongation of the support measures until 31 December 2011
(See Commission decision of 27 June 2011 in State aid SA.33153 (2011/N) "Fifth prolongation of the Support measures
for the credit Institutions in Greece", O] C 274, 17.09.2011, p. 6). On 6 February 2012, the Commission approved a
prolongation of the support measures until 30 June 2012 (See Commission decision of 6 February 2012 in State aid
SA.34149 (2011/N) "Sixth prolongation of the Support Measures for the Credit Institutions in Greece", O] C 101,
04.04.2012, p. 2. On 6 July 2012, the Commission approved a prolongation of the support measures until
31 December 2012 (See Commission decision of 6 July 2012 in State aid SA.35002 (2012/N) "Seventh prolongation
of the Support Scheme for Credit Institutions in Greece", not yet published.
See Commission decision of 6 February 2012 in State Aid SA.34148 (2011/N) "Third prolongation of the Recap-
italisation of credit institutions in Greece under the Financial Stability Fund (FSF)", O] C 101, 04.04.2012, p. 2. Recital
43 of the decision provides that the Greek authorities will 'notify individually any recapitalisation of a bank which has
already received a recapitalisation from the State in the current crisis. The Commission notes that commitment will allow it to
assess individually recapitalisation of banks which receive successive aid. It is important, as, in such cases, it has to be assessed
more in detail whether an additional recapitalisation of the bank is the best option to preserve financial stability and limit
distortions of competition. In such cases of successive aid, it has also to be verified whether the recapitalisation instrument and
remuneration to be used by the HFSF are still appropriate'.

=
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)

(10)

(11)

(12)

©)

()

)

)

The Commission notes that Greece accepts that the
adoption of the decision be in the English language.

2. DESCRIPTION
2.1. General context of the Greek banking sector

As regards the performance of their assets and resulting
capital needs, the Greek banks face the double challenge of
high losses on their holding of Greek government bonds
(GGBs) and a deep and protracted recession which has
given rise to a rapidly raising default rate on loans to
Greek households and companies (°).

Greek banks have participated in the private sector bond
exchange, known as Private Sector Involvement — PSI. The
first decision on the PSI, envisaging a 21 % write-down on
GGBs, was taken in the European Council of 21 July
2011. PSI II was put forward by the Euro-area Member
States on 26 October 2011 and envisaged a bond
exchange with a nominal discount of around 50 % on
notional Greek debt held by private investors. In
February 2012, Greece put in place PSI II and
announced the results on 9 May 2012. The debt
exchange resulted in significant additional losses and
capital needs for the Greek banks. At that time, Euro-
area Member States decided that additional financing to
Greece would include the recapitalisation of Greek

banks (7).

As regards the liquidity position of the Greek banks, it has
continued to tighten. Domestic deposits decreased
markedly in 2011 (- 18 %) due to recession and political
uncertainty. As Greek banks are shut out from wholesale
funding markets, they are entirely dependent on Central
Bank financing, a growing portion of which is in the form
of emergency liquidity assistance.

Since the Greek banks were expected to face substantial
capital shortfalls as a result of the PSI II and the
continuing recession, the Memorandum of Economic and
Financial Policies of the Second Adjustment Programme
for Greece between the Greek Government, the European
Union, the International Monetary Fund and the European
Central Bank dated 11 March 2012 has made available
funds for the banks’ recapitalisation. Total bank recapitali-
sation needs and resolution costs to be financed under that
programme are estimated at EUR 50 billion (}). An
amount of EUR 25 billion was made available upfront to
deal with recapitalisation needs arising from PSI and the
estimated funding gap due to resolutions (°). The funds are
available through the Hellenic Financial Stability Fund.

European Commission - Directorate General Economic and
Financial Affairs. The Second Economic Adjustment Programme for
Greece - March 2012, p. 17, available online at http:|[ec.europa.eu/
economy_finance/publications/occasional_paper[2012/pdffocp94_
en.pdf.

See the Euro Summit Statement of 26 October 2011, point 12,
available online at: http://www.consilium.europa.eu/uedocs/cms_
data/docs/pressdatafenfec/125644.pdf.

European Commission-Directorate General Economic and Financial
Affairs. The Second Economic Adjustment Programme for Greece - March
2012, p. 106.

International Monetary Fund, Greece: Request for  Extended
Arrangement Under the Extended Fund Facility - Staff Report, IMF
Country Report No. 12/57, 16 March 2012, p. 28, available
online at http:/fwww.imf.org[external/pubs/ft/scr/2012/cr1257.pdf.

(13) According to the Memorandum of Economic and Financial
Policies, “banks submitting viable capital raising plans will
be given the opportunity to apply for and receive public
support in a manner that preserves private sector
incentives to inject capital and thus minimizes the
burden for taxpayers” (1°). The recapitalisation of the
Greek banking sector has to be carried out by the end
of September 2012, in order for banks to comply with
a Core Tier 1 ratio of 9% by September 2012 and of
10 % by June 2013.

2.2. Description of the Schemes put in place by
greece during the financial crisis

2.2.1. Description of the Support Measures for the Credit Insti-
tutions in Greece introduced in 2008

(14) On 19 November 2008, the Commission approved the
"Support Measures for the Credit Institutions in
Greece" (1) designed to ensure the stability of the Greek
financial system. The Greek package of State aid measures
for credit institutions included (i) a recapitalisation scheme,
(ii) a guarantee scheme, and (iii) a government bond loan
scheme. The Commission subsequently approved
amendments to those measures and prolonged them
several times (12).

2.2.2. Description of the recapitalisation scheme for credit insti-
tutions in Greece under the Hellenic Financial Stability
Fund

(15) The Memorandum of Understanding on Specific Economic
Policy Conditionality between the Greek Government, the
European Union, the International Monetary Fund and the
European Central Bank dated 3 May 2010 provided for
the establishment of the Hellenic Financial Stability Fund
(HFSF). The objective of the HFSF is to safeguard the
stability of the Greek banking system by providing
equity capital to credit institutions (1}). On 3 September
2010, the Commission approved the HFSF as a recapitali-
sation scheme in line with the rules on support schemes
for the financial sector during the crisis ('#) and prolonged
it several times (°). The Commission approved the most
recent prolongation of the HFSF recapitalisation scheme

(%) European Commission-Directorate General Economic and Financial

Affairs. The Second Economic Adjustment Programme for Greece - March
2012, p. 104.

() See Commission decision of 19 November 2008 in State Aid
N 560/2008 "Support Measures for the Credit Institutions in Greece",
OJ C 125, 05.06.2009, p. 6.

(12) See footnote 4.

(*) HFSF operates in parallel with the Recapitalisation Scheme. The
other new role of the HFSF is to provide capital support to tran-
sitional credit institutions established under the resolution
framework in Greece (Article 63 of Law 3601/2007). The HFSF's
role in the resolution process was not subject to the Commission’s
approval.

(") See Commission Decision of 3 September 2010 in State aid Case
N 328/2010, “Recapitalisation of Credit Institutions in Greece under the
Financial Stability Fund (FSF)’, O] C 316, 20.11.2010, p. 7.

(1) See Commission Decision of 14 December 2010 under State aid
case SA.31999 (2010/N), “Prolongation of the Recapitalisation of credit
institutions in Greece under the Financial Stability Fund (FSF)", O] C 62,
26.02.2011, p. 16. See Commission decision of 27 June 2011 in
State Aid case SA.33154 (2010/N), "Second prolongation of the Recap-
italisation of credit institutions in Greece under the Financial Stability
Fund (FSF)", O] C 244, 23.08.2011, p. 2.


http://ec.europa.eu/economy_finance/publications/occasional_paper/2012/pdf/ocp94_en.pdf
http://ec.europa.eu/economy_finance/publications/occasional_paper/2012/pdf/ocp94_en.pdf
http://ec.europa.eu/economy_finance/publications/occasional_paper/2012/pdf/ocp94_en.pdf
http://www.consilium.europa.eu/uedocs/cms_data/docs/pressdata/en/ec/125644.pdf
http://www.consilium.europa.eu/uedocs/cms_data/docs/pressdata/en/ec/125644.pdf
http://www.imf.org/external/pubs/ft/scr/2012/cr1257.pdf
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(16)

(18)

(19)

(20)

(21)

(*9)

on 6 February 2012 until 30 June 2012 ('%). The HESF
Law has subsequently been amended as regards the recap-
italisation scheme. The provisions referred to below were
in place when the commitment letter was sent and the
bridge recapitalisation took place. Since the later
amendments were adopted after the date of the Commis-
sion’s most recent decision on the HFSF recapitalisation
scheme, they were not part of the Commission’s
approval at the time.

Provisions of the HFSF Law

A credit institution whose viability has been confirmed by
the Bank of Greece may submit a request to the HFSF for
capital support, following an instruction from the Bank of
Greece.

A credit institution’s request for the provision of capital
support must be accompanied by the following docu-
ments:

a) a business plan, that shows how the credit institution
will ensure viability for the next three to five years
under conservative/prudent assumptions and that has
been assessed as sustainable and credible by the Bank
of Greece, establishing the amount of the required
capital support and detailing the measures that the
credit institution intends to take so as to safeguard
and strengthen its solvency as soon as possible, in
particular by increasing its capital (including through
capital support from the HFSF), sale of parts of the
credit institution, andfor restoring its profitability
through cost-cutting, reducing risks or securing
support from other companies within its group; and

b) a detailed timetable for the implementation of the
measures described in the business plan.

Following the finalisation of the terms and conditions of
the share capital increase, the HFSF will provide capital
support in compliance with the EU State aid legislation.

The credit institution must prepare a detailed restructuring
plan or amend the plan already submitted to the European
Commission, in accordance with the applicable EU State
aid rules. The restructuring plan will be approved by the
HFSF. Within three months from the provision of capital
support, the Ministry of Finance must submit the restruc-
turing plan to the European Commission for approval.

The implementation period of the restructuring plan may
not exceed three years. An extension of up to two years
may be granted by decision of the HFSF, following consul-
tation with the Bank of Greece and subject to approval by
the European Commission.

Until the share capital increase is finalised, the relevant
HFSF legal framework specifies that the HFSF may

provide two temporary solutions as capital support:

I. A commitment letter;

See Commission decision of 6 February 2012 in State Aid

SA.34148 (2011/N) "Third prolongation of the Recapitalisation of
credit institutions in Greece under the Financial Stability Fund (FSF)",
OJ C 101, 04.04.2012, p. 2.

(22

(23

—

=

=

II. A bridge recapitalisation.

[. COMMITMENT LETTERS PROVIDED BY THE HFSF

The HFSF, upon a decision of the Bank of Greece, may
provide a credit institution with a letter stating that it will
participate in that bank’s share capital increase (hereinafter
"commitment letter"). That credit institution (i) has to be
assessed as viable by the Bank of Greece and (ii) has to
submit a request for capital support to the HFSF.

The HFSF provides the commitment letter on condition
that:

a) the business plan of the credit institution has been
assessed as viable and credible by the Bank of Greece,

the request for capital support has been approved by
the Bank of Greece,

¢) the Bank of Greece has considered that the provision of
that letter is necessary for the credit institution:

i. to continue operating on a going concern basis;

ii. to meet the current capital adequacy requirements
set up by the Bank of Greece (17); and

iii. to maintain the financial stability of the Greek

banking system.

For a credit institution for which the HFSF has issued a
commitment letter and until the completion of the share
capital increase, the HFSF:

a) appoints up to two representatives in the Board of
Directors of the credit institution;

b) may request from the credit institution any data and
information which it considers necessary, e.g. due dili-
gence.

The HFSF's representative in the Board of Directors of the
credit institution has the following rights:

a) to call the General Assembly of Shareholders;

b) to veto any decision of the credit institution’s Board of
Directors:

i. regarding the distribution of dividends and the
bonus policy concerning the Chairman, the
Managing Director and the other members of the
Board of Directors, as well as the general
managers and their deputies; or

ii. where the decision in question could seriously
compromise the interests of depositors, or impair
the credit institution’s liquidity or solvency or its
overall sound and smooth operation (e.g. business
strategy, asset/liability management, etc.);

(/) The current capital adequacy requirements of the Bank of Greece

are set at 8 %.
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¢) to request an adjournment of any meeting of the credit
institution’s Board of Directors for three business days,
until instructions are given by the HFSFs Executive
Board, following consultation with the Bank of Greece;

d) the right to request that the Board of Directors of the
credit institution be convened;

¢) the right to approve the Economic Director.

(26) In exercising its rights, the HFSFs representative in the

Board of Directors must respect the credit institution’s
business autonomy.

II. BRIDGE RECAPITALISATIONS PROVIDED BY THE
HESF

(27) In view of its participation in the future capital increase of

a credit institution that has been deemed viable by the
Bank of Greece, the HFSF may advance its contribution
(hereinafter "bridge recapitalisation") to such an increase or
part thereof, up to the amount specified by the Bank of
Greece.

(28) The bridge recapitalisation is paid by the HFSF to the bank

in the form of European Financial Stability Fund (EFSF)
floating notes with maturities of six and ten years with
an issue date of 19 April 2012.

(29) The EFSF notes are deposited into an account of the credit

institution with the Bank of Greece exclusively for the
purpose of the HFSF participation in the capital increase.
The EFSF notes can be used only for the purpose of
ensuring liquidity through repurchase transactions with
market participants orfand through Euro-system oper-
ations.

(30) The terms of the bridge recapitalisation are enshrined into

a pre-subscription agreement agreed between the credit
institution, the HFSF and the EFSF.

(31) For the period between the date of the bridge recapitali-

sation and the date of the conversion of the bridge recap-
italisation into ordinary shares and other convertible
financial instruments (hereinafter "conversion into the
final recapitalisation instruments"), the pre-subscription
agreement provides that:

a) the bank must pay to the HFSF a 1 % annual fee on the
nominal value of the EFSF notes;

b) any coupon payments and accrued interest to the EFSF
notes for that period will count as additional capital
contribution by the HFSF ('$).

(32) The HFSF grants the bridge recapitalisation following a

decision of the Bank of Greece, provided that:

('8) The pre-subscription agreement provided that: "The Effective Risk

payable to the Bank shall include the EFSF bonds and any coupon
payments and accrued interest to the EFSF bonds for the period from
the issuance of the bonds until the conversion of the Advance into share
capital and other convertible financial instruments as prescribed herein".

(35)

a) The credit institution has submitted to the HFSF an
application for capital support, accompanied by a
business plan and a detailed timetable;

b) The application for capital support has been approved
by the Bank of Greece, while the business plan has
been assessed by the Bank of Greece as being viable
and credible;

¢) The Bank of Greece considers that the bridge recap-
italisation is necessary in order for:

i. the credit institution to meet the capital adequacy
requirements set up by the Bank of Greece;

ii. the credit institution to maintain access to the
monetary policy operations of the Euro-system; and

iii. to ensure the stability of the Greek banking system;

d) The credit institution has agreed with the HFSF and the
EFSF a presubscription agreement for the capital
increase.

The Minister of Finance, following an opinion of the HESF,
may decide to provide additional corporate governance
safeguards until the conversion into the final recapitali-
sation instruments.

2.3. Beneficiary

Piraeus Bank, the parent company of the Group, was
founded in 1916 and is the fourth-largest bank in
Greece. The bank provides a complete range of banking
services and is specialized in SMEs, retail banking, e-
banking and capital markets. In June 2000, the bank
absorbed Xiosbank and Macedonia-Thrace Bank, while in
December 2003 it also absorbed ETBA bank, thus creating
one of the largest private banks in Greece. The bank’s
stocks have been listed in the Athens Stock Exchange
(ATHEX) since 1918.

Piracus Bank Group has an international presence, focused
in South-Eastern Europe and the Eastern Mediterranean
but also in London and New York. At the end of
December 2011, Piraeus Group had 797 branches, 346
of which were in Greece and 451 in 8 countries abroad.
Piraeus Group employed 11,246 people, 6,171 in Greece
and 5,075 abroad.

Piracus Group participated in the PSI programme with all
eligible bonds and loans it owned, whose nominal value
amounted to EUR 7,7 billion. In that framework, the total
PSl-impairment charge amounted to EUR 5,9 billion,
entirely booked in 2011 accounts.

The key figures of Piraeus Group in December 2011 (con-
solidated data) are as follows:



C 359/50

21.11.2012

(38)

Enionun E@nuepida g Eupwnaikie Eveong
31 December 2011 | 31 December 2010 A % y-o-y
Selective Volume Figures (EUR mil)
Assets 49,352 57,561 -14%
— Assets from Discontinued Operations in Egypt 1,157 1,703 -32%
(for sale)
Gross Loans 37,058 38,218 -3%
Deposits & Retail Bonds 22,038 28,675 -23%
Total Equity (1,940) 3,274 >-100 %
Total Equity excluding PSI in 2011 3,209 3,274 -2%
Summary Results (EUR mil)
Net Interest Income 1,173 1,188 -1%
Net Fee & Commission Income 190 188 1%
Trading Results (110) 9 >-100 %
Other Income & Dividend Income (41) 91 >-100 %
Total Net Revenues 1,213 1,477 -18 %
Total Operating Costs (796) (837) -5%
— ofw Greece (560) (597) -6%
Profit before Tax & Provisions 385 635 -39%
Organic (*) Profit before Tax & Provisions 592 638 -7%
Provisions and impairments (7,884) (611) -92%
Profit/(Loss) after tax (6,618) (21) -99%

(*) excluding both trading results and the loss from the valuation at fair value of Citylink investment property

Source:  Piraeus Bank, Presentation of the Full Year 2011 Results, p.3, available online at

http:/ fwww.piraeusbank.gr/ecPage.asp?id=233460&lang=26nt=103&sid=&fid=233458
Piraeus Bank, 12M Financial Statements Information of Piraeus Bank Group & Piraeus Bank, available online at:
http:/ Jwww.piraeusbank.gr/Documents/internet/ConsolidatedCo2011/12m_Group_en.pdf.

The key figures of Piraeus Group for Q1 2012 are as follows:

Q1 2012 (data excl. Egypt)

Selective Volume Figures (EUR mil)

Total Assets 46,406
— Assets from Discontinued Operations in Egypt (for sale) 1,088

Gross Loans 35,860

Total Deposits 20,905

Total Equity (inc. advance by HFSF) 3,047

Summary Results (EUR mil)

Net Interest Income 236



http://www.piraeusbank.gr/ecPage.asp?id=233460&lang=2&nt=103&sid=&fid=233458
http://www.piraeusbank.gr/Documents/internet/ConsolidatedCo2011/12m_Group_en.pdf
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(39

(40)

(41

(42

—~

—

—

=

Q1 2012 (data excl. Egypt)

Net Fee & Commission Income 43
Net Revenues 392
Operating costs 174
Profit before Tax and Impairment 217
Provision Expense (Loans, PSI, Other Assets) 296
Profit before tax -80
Net Profit/Loss after tax attributable to shareholders 298
Key Ratios

Net Loan/Deposits 158 %
Total Capital Adequacy Ratio(incl. advance by HFSF) 9 %

Source: Piraeus Bank - Financial Highlights of the Group, available online at
http:/ Jwww.piraeusbank.gr/ecPage.asp?id=3013 54 &lang=26nt=96&sid=&fid=233555.

2.4, State recapitalisations already received by the
bank

In May 2009, Piraeus Bank received a capital injection of
EUR 370 million, equivalent to 1,2 % of its risk weighted
assets ("RWA") at the time from the Greek State under the
recapitalisation scheme.

On 28 December 2011, the Commission approved a
second recapitalisation of EUR 380 million in favour of
Piraeus Bank, equivalent to around 1,1 % of RWA (*°). The
second recapitalisation was carried out from the Greek
State under the recapitalisation scheme and was notified
to the Commission in compliance with the obligation to
notify any second capital injection.

When added to the EUR 370 million received in 2009,
the total of those two recapitalisations is equivalent to
around 2,1 % of RWA or about 2,3 % if the 2009 recap-
italisation is compared to the then-lower RWA.

The recapitalisations took the form of preference shares
subscribed by the State which have a fixed remuneration
of 10 %.

2.5. State liquidity support already received by the
bank

Piracus Bank has benefited and still benefits from aid
measures under the guarantee and the bond loan
schemes which are part of the "Support Measures for the
Credit Institutions in Greece". As of 22 May 2012 (%), the
guarantees granted to Piraeus Bank amounted to around

See Commission Decision of 28 December 2011 in State aid

")

*9)

SA.34122 (2011/N) "Second recapitalisation of Piraeus Bank under
the Greek recapitalisation scheme", recital 16, O] C 101, 04.04.2012,
. L

According to the mid-term report on the operation of the guarantee
and the bond loan schemes submitted by the Ministry of Finance
on 27 June 2012. See recital 38 of the Commission decision of
6 February 2012 in State aid SA.34149 (2011/N) "Sixth prolon-
gation of the Support Measures for the Credit Institutions in Greece",
O] C 101, 04.04.2012, p. 2.

(46)

¢

()

3

*)

EUR 13,5 billion and the bond loans to about EUR
0,4 billion. The bank has benefited and still benefits also
from the emergency liquidity assistance granted by the
Bank of Greece.

3. DESCRIPTION OF THE AID MEASURE

Following its participation in the PSI, which was booked
retrospectively in the account of the fourth quarter of
2011, the capital of Piracus Bank turned negative.

On 20 April 2012, the HFSF provided a letter committing
to participate for an amount of up to EUR 5 billion in the
planned share capital increase of Piraeus Bank (21). [...] (*).
The capital adequacy ratio at end-2011 already included
the retroactive effect of the capital support included in the
HFSF commitment letter, thus reaching 9,7 % (pro-
forma) (%2).

On the basis of the obligation already undertaken in the
commitment letter, the HESF advanced EUR 4,7 billion to
Piracus Bank on 28 May 2012 (%), in line with the
provisions for bridge recapitalisations laid down in the
HEFSF Law. Both the amounts provided in the commitment
letter and in the bridge recapitalisation were calculated by
the Bank of Greece in order to ensure the bank’s
compliance with the current capital adequacy require-
ments. Therefore, in the balance sheet of 31 March
2012, Piraeus Bank registered a capital adequacy ratio of
9 % and a Core Tier 1 of 8 %.

See Piraeus Bank Group, Consolidated Financial ~Statements —

31 December 2011, chapter 2.1. — Basis of preparation of the
consolidated financial statements, p. 8, available online at
http://www.piraeusbank.gr/Documents/intemet/
ConsolidatedCo2011/12M_en.pdf.

Confidential information, also indicated below by [...]

See Piraeus Bank Group, Annual Financial Report 2011 - Board of
Directors’ Management Report, p. 5, available online at
http://www.piraeusbank.gr/Documents/internet/
ConsolidatedCo2011/12M_en.pdf.

See Piraeus Bank Group, Consolidated Interim Condensed Financial
Information, 31 March 2012, p. 7, available online at
http:/[www.piracusbank.gr/Documents/internet/
ConsolidatedCo2012/3M_Group_ENG.pdf.


http://www.piraeusbank.gr/ecPage.asp?id=301354&lang=2&nt=96&sid=&fid=233555
http://www.piraeusbank.gr/Documents/internet/ConsolidatedCo2011/12�_en.pdf
http://www.piraeusbank.gr/Documents/internet/ConsolidatedCo2011/12�_en.pdf
http://www.piraeusbank.gr/Documents/internet/ConsolidatedCo2011/12�_en.pdf
http://www.piraeusbank.gr/Documents/internet/ConsolidatedCo2011/12�_en.pdf
http://www.piraeusbank.gr/Documents/internet/ConsolidatedCo2012/3M_Group_ENG.pdf
http://www.piraeusbank.gr/Documents/internet/ConsolidatedCo2012/3M_Group_ENG.pdf
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(47) The difference of EUR 300 million between the amounts functioning of the bank on the market and access to Euro-

(49)

(50)

(52)

(53)

included in the commitment letter and the bridge recap-
italisation arises from the fact that the amount in the
commitment letter was estimated based on the financial
figures of the fourth quarter of 2011, while the amount of
bridge recapitalisation was determined based on the
financial figures of the first quarter of 2012.

The amount of bridge recapitalisation represents around
13,8 % of Piraeus Bank's RWA as of 31 March
2012 (*. With the preference shares injected in May
2009 and December 2011, the amount of aid received
by Piraeus Bank in forms other than guarantees and
liquidity assistance stands at around 16,1 % of the bank’s
RWA.

4. THE POSITION OF GREECE

The Greek authorities acknowledged that the commitment
to provide capital to Piraeus bank contained in the letter
provided to the bank constitutes State aid.

The Greek authorities consider that the measures are
compatible with the internal market under Article 107(3)(b)
of the Treaty on the Functioning of the European Union
("TFEU").

5. ASSESSMENT OF THE AID

5.1. Existence of aid in the form of the commitment
letter and bridge recapitalisation

As stated in Article 107(3)(b) TFEU any aid granted by a
Member State or through State resources in any form
whatsoever which distorts or threatens to distort
competition by favouring certain undertakings or the
production of certain goods shall, in so far as it affects
trade between Member States, be incompatible with the
internal market.

The Commission notes that the commitment letter
provided by the HFSF on 20 April 2012 firmly commits
the HFSF to recapitalise the bank. HFSF receives its
resources from the State. The HFSF has a limited
duration up to 2017, and so any profit or loss it incurs
will eventually be borne by the State. The Commission
therefore concludes that the letter commits State
resources and that the bridge recapitalisation involves
State resources. The circumstances in which the HFSF
can grant support to financial institutions are precisely
defined and limited by the Law. Accordingly the use of
those State resources is imputable to the State.

As regards the existence of an advantage, the commitment
letter already granted an advantage to the bank. [...]. The
bridge recapitalisation finalised on 28 May 2012 is the
implementation of the obligation undertaken in the
commitment letter and thus a continuation of the same
aid. The bridge recapitalisation in the form of EFSF notes
increased the bank’s capital ratio to a level that allows the

The amount of RWA as of 31 March 2012 stood at EUR

9

34,026 billion. See Piraeus Bank — Presentation of 1% Quarter 2012
Financial Results, 30 May 2012, p. 4, available online at:
http:/[www.piraeusbank.gr/Documents/intemet/Group_
Presentations/2012/Q1_Results_Presentation_en.pdf.

(54)

(55)

(56)

(58)

*)

(*)

system operations. Therefore, the bridge recapitalisation
also granted an advantage to the bank from State
resources.

As a result, the position of the beneficiary was
strengthened since the bank was provided with the
financial resources to continue to comply with the
capital requirements, thus leading to competition distor-
tions. As the bank is active in other European financial
markets and as financial institutions from other Member
States operate in Greece, the bridge recapitalisation by the
HFSF is also likely to affect trade between Member States.

The bridge recapitalisation in essence implements the
commitment contained in the HFSF letter to Piraeus
Bank. The Commission considers that the commitment
letter and the bridge recapitalisation refer to one and the
same measure. The Commission will hereafter refer to 'the
measure' and only make reference to the bridge recapitali-
sation when necessary.

5.2. Compatibility of the aid
5.2.1. Application of Article 107(3)(b) TFEU

Article 107(3)(b) TFEU provides for the possibility that
State aid can be regarded as compatible with the internal
market where it is granted "to remedy a serious disturbance in
the economy of a Member State".

The Commission has acknowledged that the global
financial crisis can create a serious disturbance in the
economy of a Member State and that measures supporting
banks are apt to remedy that disturbance. The Commission
explained its approach in the Banking Communication (»°),
the Recapitalisation Communication (%) and the Restruc-
turing Communication (¥). The Commission still considers
that requirements for State aid to be approved pursuant to
Article 107(3)(b) TFEU are fulfilled in view of the
reappearance of stress in financial markets. The
Commission confirmed that view by adopting the 2011
Prolongation Communication in December 2011 (%3).

In respect to the Greek economy, the Commission has
acknowledged in its successive approval of the Greek
support schemes for credit institutions that there is a
threat of serious disturbance in the Greek economy and
that State support of banks is suitable to remedy that
disturbance. Such a threat is even greater here as Piracus
is a large bank. Therefore, the legal basis for the
assessment of the aid measure should be Article 107(3)(b)
TFEU.

Communication from the Commission "The application of State aid

rules to measures taken in relation to financial institutions in the
context of the current global financial crisis" O] C 270,
25.10.2008, p. 8.

Commission Communication "Recapitalisation of financial insti-
tutions in the current financial crisis: limitation of the aid to the
minimum necessary and safeguards against undue distortions of
competition”, O] C 10, 15.1.2009, p. 2.

Commission Communication "The return to viability and the
assessment of restructuring measures in the financial sector in the
current crisis under the State aid rules" - OJ C 195, 19.8.2009, p. 9.
Communication from the Commission on the application, from
1 January 2012, of State aid rules to support measures in favour
of banks in the context of the financial crisis, O] C 356, 6.12.2011,

p. 7.


http://www.piraeusbank.gr/Documents/internet/Group_Presentations/2012/Q1_Results_Presentation_en.pdf
http://www.piraeusbank.gr/Documents/internet/Group_Presentations/2012/Q1_Results_Presentation_en.pdf
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5.2.2. Compatibility of the aid measure under Article 107(3)(b)
TFEU

In line with point 15 of the Banking Communication, in
order for an aid to be compatible under Article 107(3)(b)
TFEU it must comply with the general criteria for compati-
bility (*%):

a) Appropriateness: The aid has to be well-targeted in order
to be able to effectively achieve the objective of
remedying a serious disturbance in the economy. It
would not be the case if the measure were not appro-
priate to remedy the disturbance.

Necessity: The aid measure must, in its amount and
form, be necessary to achieve the objective. Therefore
it must be of the minimum amount necessary to reach
the objective, and take the form most appropriate to
remedy the disturbance.

¢) Proportionality: The positive effects of the measure must
be properly balanced against the distortions of
competition, in order for the distortions to be limited
to the minimum necessary to reach the measure’s
objectives.

The Recapitalisation Communication elaborates further on
the three principles of the Banking Communication and
states that recapitalisations can contribute to the resto-
ration of financial stability.

The Commission has doubts on the application of all three
criteria i.e. the criteria of "appropriateness”, "necessity" and
"proportionality".

5.2.3. Compatibility with the Banking and Recapitalisation
Communications

a. Appropriateness of the measure

The measure aims to help the bank to comply with the
current regulatory capital requirements of the Bank of
Greece, ie. a total capital adequacy ratio of 8 %. In
addition, in order to be eligible for Central bank
financing a bank has to comply with the regulatory
capital requirements. In the present case, the measure
helps the bank to remain eligible to obtain Central bank
liquidity until the final recapitalisation of the bank takes
place.

In that respect, the Commission notes that the bank is one
of the largest banking institutions in Greece, both in terms
of lending and collection of deposits. As such, Piraeus
Bank is a systemically important bank for Greece.
Consequently, a default of the bank would create a
serious disturbance in the Greek economy. Under the
current circumstances where all financial institutions in
Greece have difficulties in accessing funding, which limits
to a certain extent the provisions of loans to the Greek
economy, the disturbance to the economy would be
aggravated by such a default. Moreover, the Commission
notes that the measure came about mainly as a result of
PSI, a highly extraordinary and unpredictable event and
not as a result of mismanagement or excessive risk-
taking from the banks. The measure thereby aims to

(*%) See recital 41 of Commission decision in Case NN 51/2008

Guarantee scheme for banks in Denmark, O] C 273, 28.10.2008,
p. 2.

(64

(65

(66

)

~

)

~

mainly deal with the results of PSI and contribute to
maintain financial stability in Greece. For those reasons,
the measure would at first seem appropriate.

However, the Commission notes that the aid comes after
prior recapitalisations and liquidity aid. The Commission
can therefore not treat the aid as rescue aid received for
the first time by a company. That context of repeated
rescue aid measures requires additional safeguards. The
context of a protracted rescue period blurs the distinction
between rescue aid - which is normally temporarily
approved without the Commission seeking many
commitments from the Member State restraining the bene-
ficiary’s actions during the rescue period - and restruc-
turing aid which is approved only after a thorough
assessment. In particular, the Commission doubts at this
stage that all the measures possible have been taken
immediately to avoid that the bank again needs aid in
the future.

There is no clarity at this stage about who will control the
bank in the future once the bridge recapitalisation is
replaced by a permanent recapitalisation. The bank may
come under the control of the State or the minority
private owners may enjoy control and high leverage. The
Commission would wish to ensure that the quality of the
bank’s management, and notably its lending process,
should not deteriorate in either case.

If the bank comes under State control, the bank should
not suffer from poor management or mispricing or carry
out lending that was not business-oriented. The bank’s
assessment of credit applications has to include, inter
alia, the quality of collateral, the pricing and the
solvency of the borrower. If such decisions were no
longer taken on the basis of commercial criteria due to,
for instance, State interference, it would increase the bank’s
need for aid (or reduce the remuneration for the share-
holder i.e. the State) and endanger the restoration of
viability. In light of the poor track record of some State-
controlled banks in Greece, additional safeguards might
have to be put in place in order to limit the public inter-
ference in the day-to-day management of banks, including
regarding pricing and lending decisions. In that respect,
lending to public companies should be scrutinised and
normal commercial practices applied in the assessment
of their borrowing capacity. The Commission has
doubts, at this stage, whether the current corporate
governance framework can limit public interference and
coordination (coordination due to the high amounts of
State aid provided by the HFSF which thus becomes a
shareholder in several banks which may, inter alia, lead
to an infringement of the EU rules in mergers and anti-
trust).

If, conversely, the majority of the voting rights of the bank
were held in the future by an investor which had invested
only a limited amount of money and enjoyed call options
on the shares held by the State, that investor might be
tempted to take excessive risks. In such a scenario, in case
of success it would earn a large and disproportionate
return thanks to the leverage offered by the call options.
The Commission notes that the current situation of the
bank already presents such a risk as, while the State has
provided all the capital to the bank through the bridge
recapitalisation, all the regular shares of the bank are
held by its historical shareholders.



C 359/54 Enionpn E@npepida ¢ Euponaikic Evwong 21.11.2012
(68) In conclusion, there is a risk that the way the bank is (73) The Commission notes that the bridge recapitalisation

(71)

(72)

managed will deteriorate and it could endanger the resto-
ration of viability and preservation of financial stability. In
the absence of clarity about who will own and control the
bank in the future, the Commission has doubts at this
stage that the aid measure is appropriate. The Commission
therefore finds it necessary to open the procedure under
Article 108(2) TFEU on that new aid in order to collect all
the facts from the Greek authorities and allow interested
parties to comment.

b. Necessity — limitation of the aid to the minimum

According to the Banking Communication, the aid
measure must, in its amount and form, be necessary to
achieve the objective. Thus the capital injection must be of
the minimum amount necessary to reach the objective.

As regards the amount of aid, the Commission notes that
it was calculated in order to ensure the bank’s compliance
with the current capital adequacy requirements of the Bank
of Greece. It therefore does not seem to provide the bank
with excess capital. However, as indicated above, that aid
comes after several other aid measures in the context of a
protracted rescue period. In particular, as indicated above,
the Commission doubts at this stage that all the measures
possible have been taken to avoid that the bank again
needs aid in the future.

As regards the remuneration of the aid, the Commission
notes that, for the period until the conversion of the
bridge recapitalisation into a permanent recapitalisation,
the HFSF will receive a fee of 1% plus the accrued
interest on the EFSF notes. It will not receive any shares
in the bank. That remuneration is below the range of 7 %
to 9 % laid down in the Recapitalisation Communication.
At this stage, the duration of the bridge recapitalisation
period is uncertain. If it is sufficiently short, the
Commission might be able to take into account the
specific characteristics of the bridge recapitalisation and
the context in which it was granted, and so to accept
the lower remuneration. It is indeed recalled that the
bridge recapitalisation aims at immediately covering the
large capital gap which was the result of the PSI, while
leaving some time to the bank to try to raise capital on the
market (and thereby reduce the amount of recapitalisation
aid which would have to be permanently injected in the
bank). Accordingly, the bridge recapitalisation seems
acceptable if it is truly a short-term solution to give
time to find private investors. However, it would become
problematic if it remains in its current form for a long
period without being converted. In conclusion, given that
at this stage the duration of the bridge recapitalisation is
uncertain, the Commission has doubts that its remun-
eration is sufficient.

The bridge recapitalisation will be converted into a
permanent recapitalisation at a later stage. However, as
regards the remuneration of the aid once the bridge recap-
italisation is converted into a permanent one, the terms of
the conversion are still unknown. The Commission can
therefore not assess them at this stage. The present
decision cannot therefore endorse them and the Greek
authorities must notify that measure once the terms of
the final recapitalisation are known.

(76)

(31

does not trigger the dilution of the bank’s current share-
holders. Until the conversion into the final recapitalisation
instruments, the bank’s economic and legal ownership
does not change. The State does not receive any shares,
despite the large size of the recapitalisation (without the
State recapitalisation there would be no capital left in the
bank as a result, mainly, of the extraordinary circum-
stances triggered by the PSI). While such an arrangement
could be acceptable as a temporary measure, to give some
time to find private investors, it would not comply with
the remuneration and burden-sharing principles under
State aid rules if the bridge recapitalisation were to last
over a protracted period.

c. Proportionality — measures limiting negative spill-over effects

The Commission notes that the bank receives a very large
amount of State aid. It is also the case of the three other
large privately-owned banks. If one also takes into account
the recapitalisations of Agricultural Bank of Greece
(ATE) (%) and Hellenic Postbank (TT) (}!), all the
domestic large and medium-sized banks in Greece will
have received large amount of State aid. That situation
may therefore lead to serious distortions of competition.
However, it is noted that the need for the bridge recap-
italisation stems mainly from the participation in the PSI
programme and not from the mismanagement or
excessive risk taking from existing investors.

As indicated above, the repeated rescue aid granted to the
bank means that the new aid cannot be considered as a
genuine rescue aid and should be scrutinized in more
depth. In addition, more safeguards should be required,
taking inspiration from what is required for restructuring
aid.

Point 38 of the Banking Communication requires that
capital injections should not allow the beneficiary to
engage in aggressive commercial strategies. Furthermore,
point 37 of the Recapitalisation Communication
acknowledges that safeguards may be necessary to
prevent aggressive commercial expansion financed by
State aid. Under the current approved schemes, Greece
has committed that the beneficiary banks will suspend
dividend and coupon payments on outstanding hybrid
instruments unless those payments stem from a legal
obligation, will not exercise a call option on the same
instruments and will not carry out any other capital
management deals (e.g. buy-back) on hybrid instruments
or any other equity-like instruments without consulting
with the Commission in advance. The Commission
doubts at this stage that those safeguards are sufficient
in relation to the bridge recapitalisation under consider-
ation. The Commission invites the beneficiary and third
parties to comment on that issue.

(%) ATE, a State-owned bank was the fifth-largest banking group in

Greece in 2011. It has received State aid under the support
measures for credit institutions in Greece in the form of recap-
italisation, guarantees and bond loans.

TT was listed on the Athens Stock Exchange in June 2006. It has a
network of 146 branches in 65 cities around the country and it
operates also in the 850 Hellenic Post offices. The shareholders’
structure includes the Greek State which is the biggest shareholder
with a participation of 34 % and the Hellenic Post with 10 %.
Hellenic Postbank received a State capital injection under the
Support scheme for credit institutions in Greece of approximately
EUR 225 million.
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(77) The Commission notes that the HFSF has already
appointed its representatives in all of the four banks
which have received a bridge recapitalisation. The HFSF
representatives are different for each bank and the HFSF
does not yet have control in the four banks. Nevertheless,
the Commission notes that there are no rules in place that
prevent the HFSF from carrying out coordination between
them. Moreover, adequate safeguards should be in place to
ensure that commercially sensitive information is not
shared between those undertakings which could lead to
distortions of competition. In order to monitor the bank
closely, it seems appropriate that the Commission should
be able to rely on a monitoring trustee which would be
physically present in the bank. The same monitoring
trustee might have in its mandate to observe any detri-
mental changes in the bank’s commercial practices, such
mispricing, carrying out lending that is not business-
oriented or offering unsustainable interest rates on
deposits. The Commission invites the beneficiary and
third parties to comment.

(78) The Commission notes that the restructuring plan/viability
review submitted under State aid cases SA. 30342 (PN
26/2010) — "Assessment of the recapitalised Greek
banks" and SA. 32787 (2011/PN) — "Viability plan of
Piracus Bank" was based on a much lower amount of
aid and outdated macro-economic assumptions. For
example, it does not include the effect of PSI. Therefore,
the Commission requests the Greek authorities that the
updated restructuring plan that Greece has to submit
three months from the date of the bridge recapitalisation,
as also provided under the amended HFSF law, should take
account of the large aid amount received, include the new
developments and update the measures envisaged by the
bank to cope with the new environment.

5.3. Conclusion

(79) The Commission has doubts at this stage that the bridge
recapitalisation by the HFSF is appropriate, limited to the
minimum and proportionate. On that basis, the
Commission has doubts whether the aid can be considered
compatible with the internal market pursuant to
Article 107(3)(b) TFEU. It therefore finds it necessary to
open the procedure laid down in Article 107(3)(b) TFEU.

(80) At the same time, the Commission notes that the Greek
banks are currently operating under extreme conditions.
Their participation in the PSI and the deep recession
have wiped out banks’ capital. Given those totally excep-
tional circumstances which are not the result of the banks’
own mismanagement or excessive risk-taking, the
Commission approves the aid in the form of the

commitment letter and the bridge recapitalisation for six
months from the date of adoption of the current decision.

(81) The Commission recalls that this temporary approval does
not cover the conversion of the bridge recapitalisation into
the final recapitalisation which the Greek authorities need
to notify to the Commission. Upon the receipt of the
complete notification of that conversion, if it is received
by the Commission within six months from the date of
this decision, the duration of that approval will be auto-
matically extended until the Commission reaches a final
decision on those terms.

(82) The Commission observes that Greece has to submit a
restructuring plan for the bank three months after
granting the bridge recapitalisation.

6. DECISION

The Commission concludes that the commitment to provide
capital to the bank in the HFSF commitment letter and the
bridge recapitalisation which took place on 28 May 2012
constitutes State aid pursuant to Article 107(1) TFEU.

The Commission temporarily approves that measure as rescue
aid for reasons of financial stability for a period of six months
from the date of this decision. If within that period, the Greek
authorities submit a complete notification of the conversion of
the bridge recapitalisation into a final recapitalisation, then the
duration of the approval will be automatically extended until
the Commission reaches a final decision on those terms.

Moreover, in the light of the foregoing considerations, the
Commission, acting under the procedure laid down in
Article 108(2) of the Treaty on the Functioning of the
European Union, requests Greece to submit its comments and
to provide all such information as may help to assess the aid
measure, within one month of the date of receipt of this letter.
It requests your authorities to forward a copy of this letter to
Piraeus Bank immediately.

The Commission notes that Greece accepts for reasons of
urgency that the adoption of the decision be in the English
language.

The Commission warns Greece that it will inform interested
parties by publishing this letter and a meaningful summary of
it in the Official Journal of the European Union. It will also inform
interested parties in the EFTA countries which are signatories to
the EEA Agreement, by publication of a notice in the EEA
Supplement to the Official Journal of the European Union and
will inform the EFTA Surveillance Authority by sending a
copy of this letter. All such interested parties will be invited
to submit their comments within one month of the date of
such publication.»
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