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ALLAMI TAMOGATAS - GOROGORSZAG

SA.34826 (2012/C) (ex 2012/NN) - szdmd dllami tdmogatds — a Piraeus Bank feltGkésitése a Gorog
Pénziigyi Stabilitdsi Alap (Hellenic Financial Stability Fund, HFSF) éltal

Felhivéds észrevételek benyujtisira az EUMSZ 108. cikkének (2) bekezdése értelmében

(EGT-vonatkozdsi szoveg)

(2012/C 359/05)

2012. jalius 27-én kelt levelével, amelynek hiteles nyelvi valtozata megtaldlhaté ezen osszefoglald végén, a
Bizottsdg értesitette Gordgorszdgot arrdl, hogy a fent emlitett tdmogatdsi intézkedéssel kapcsolatosan az
EUMSZ 108. cikkének (2) bekezdése szerinti eljards meginditdsar6l hatdrozott.

A pénziigyi stabilitds érdekében a Bizottsdg gy hatdrozott, hogy az e hatdrozat ddtumatdl szdmitott hat
hénapos idGtartamra megmentési tdmogatasként dtmenetileg engedélyezi a kotelezettségvallalasi nyilatkozat
és dthidalé feltSkésités formdjat 61t intézkedést.

Az érdekeltek a bizottsdgi eljards tdrgyat képez8 tdmogatdsrafintézkedésre vonatkozd észrevételeiket az
alabbi Osszefoglald és az annak végén taldlhaté levél kozzétételét kovetSen egy honapon beliil tehetik

meg az aldbbi cimen:

European Commission (Eurdpai Bizottsig)

Directorate-General for Competition (Versenypolitikai Féigazgatdsag)

State Aid Greffe (Allami Tdmogatdsok Iktatisi Osztdlya)

J70 03/225
1049 Bruxelles/Brussel
BELGIQUEBELGIE

Fax sz.. +32-2-296 12 42

Az észrevételeket a Bizottsdg tovabbitja Gorogorszagnak. Az észrevételek benytijtéi kérésitket megindokolva,

frasban kérhetik adataik bizalmas kezelését.

AZ OSSZEFOGLALO SZOVEGE

ELJARAS
2012. dprilis 20-dn a GoOrog Pénziigyi Stabilitasi Alap (Hellenic
Financial Stability Fund, HFSF) kotelezettségvallaldsi nyilatko-
zattal latta el a Piracus Bankot (a tovdbbiakban: a bank), mely
szerint részt vesz a bank alaptSkéjének megemelésében. 2012.
mdjus 28-dn hajtottdk végre a Piraeus Bank feltGkésitését.
Hasonl6 kotelezettségvallaldsi nyilatkozatokat killdtek meg a
Gorog Nemzeti Bank (SA. 34824 (2012/NN), az EFG Eurobank
(SA. 34825 (2012/NN) és az Alpha Bank (SA. 34823
(2012/NN) feltSkésitésével kapcsolatban. A gorog hatdsigok a
kotelezettségvallaldsi nyilatkozatokat 2012. mdjus 10-én jelen-
tették be. Mivel az intézkedést mar meghoztdk, a Bizottsdg
szolgdlatai SA.34826 (2012/NN) iigyszdm alatt be nem jelentett
tdmogatdsként vették nyilvantartasba.

A BIZOTTSAG ALTAL INDITOTT ELJARAS TARGYAT KEPEZO
INTEZKEDES/TAMOGATAS ISMERTETESE

A PSl-ben (1) vald részvételét kovetSen, melyet visszamendle-
gesen szamoltak el a 2011. év negyedik negyedévére, a Piraeus

(") PSI (Private Sector Involvement): A gordg hatdsdgok és a magédnhite-
lez6k kozotti targyaldsok melyek célja a gordg dllamadossig egy
részének magdnhitelezdk dltali, 6nkéntes alapon torténd elengedése
volt. A PSI jellegét tekintve kiilonleges és jelentds hatdst gyakorolt a
gorog bankokra: szdmos bank veszteséget konyvelt el a PSI miatt.

Bank t6kéje negativva valt: 2012. dprilis 20-dn a HFSF kotele-
zettségvallaldsi nyilatkozatban viéllalta, hogy legfeljebb 5 millidrd
EUR-ig részt vesz a Piraeus Bank alaptSkéjének tervezett
emelésében. [...] (*) A 2011 végén mért t6kemegfelelési mutatd
mér tartalmazta a HFSF kotelezettségvallaldsi nyilatkozatdban
foglalt tékejuttatds visszamendleges hatdsat, és igy formalisan
elérte a 9,7 %-ot. A kotelezettségvallaldsi nyilatkozatban mdr
véllalt kotelezettség alapjan a HFSF 2012. mdjus 28-dn — a
HFSF-t létrehozd, akkoriban médositott torvény athidald felts-
késitésre vonatkozo rendelkezéseinek megfeleléen — 4,7 millidrd
EUR-t utalt 4t a Piraeus Bank részére (ezt az Osszeget a 2012. év
els6 negyedévének pénziigyi adatai alapjin hatdroztdk meg). A
kotelezettségvallaldsi nyilatkozatban és az 4thidalo feltGkési-
tésben szerepld Osszegek nagysdgat a Gordg Nemzeti Bank
szamitotta ki annak érdekében, hogy biztositsa a bank akkor
érvényes t6kemegfelelési eldirasoknak valé megfelelését. Emiatt
a Piraeus Bank 2012. mdrcius 31-i mérlegében 9 %-os tékemeg-
felelési mutatd és 8 %-os alaptSke-megfelelési mutatd szerepelt.
2012. mércius 31-én az dthidalé feltGkésités Osszege a Piraeus
Bank kockazattal sdlyozott eszkézeinek kb. 13,8 %-at tette ki. A
2009 mdjusdban és 2011 decemberében kibocsitott elsébbségi
részvényekkel egyiitt a Piraeus Banknak nem garancidk vagy
likviditdsi tdmogatds formdjaban nyujtott tdmogatds a bank
kockézattal sdlyozott eszkozeinek kb. 16,1 %-dt teszi ki.

(*) Bizalmas informdcid, a tovabbiakban is [...] formédban jelolve.
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AZ INTEZKEDES/TAMOGATAS ERTEKELESE

A HEFSF 2012. aprilis 20-i kotelezettségvallaldsi nyilatkozata
hatdrozottan kotelezi a HFSF-t a bank felt6késitésére. A HSFS
allami forrdsokat kap, a gorog torvény pontosan meghatdrozza
és korlatozza azokat a koriilményeket, amelyek mellett tdimoga-
tast nytjthat pénziigyi intézményeknek. Az dllami forrdsok
felhasznéldsa ezért az dllamnak tudhaté be.

A kotelezettségvallaldsi nyilatkozat mdr el6nyt nytjtott a
banknak [...]. A 2012. méjus 28-dn lezdrult 4thidalé feltGkésités
a kotelezettségvallaldsi nyilatkozatban vallalt kotelezettségnek a
végrehajtdsa, vagyis ugyanannak a timogatasnak a folytatdsa. Az
EFSF-kotvények forméjaban torténd 4thidalé feltSkésités olyan
szintre novelte meg a Piraeus Bank tékemegfelelési mutatdjat,
amely lehetévé teszi a bank szdmdra a piaci mtikodést és az
eurd-rendszer miveleteiben vald részvételt, és ezaltal dllami
forrasokbdl el6nyt nydjtott a bank szdmadra.

nek eredményeként erésodott a kedvezményezett helyzete,
mivel pénziigyi forrdsokkal lattdk el annak érdekében, hogy
tovabbra is megfeleljen a tékekovetelményeknek, ami verseny-
torzuldst eredményezett. Mivel a bank mds eurdpai pénziigyi
piacokon is aktiv és Gorogorszdgban mds tagillamok pénziigyi
intézményei is mtikodnek, valészindsithets, hogy az intézkedés
érinti a tagallamok kozotti kereskedelmet.

Az intézkedés értékelésének jogalapjt tovabbra is az EUMSZ
107. cikke (3) bekezdésének b) pontja szolgaltatja, mely szerint
az dllami tdmogatas a belsd piaccal sszeegyeztethetdnek tekint-
het6, amennyiben a tdmogatdst ,egy tagillam gazdasdgdban
bekovetkezett komoly zavar megsziintetésére” nytjtjak. A
Bizottsdg a pénziigyi piacokon visszatér§ zavarok miatt a tovab-
biakban is dgy véli, hogy teljesiilnek az dllami tdmogatds
EUMSZ 107. cikke (3) bekezdésének b) pontja szerinti joviha-
gyasanak feltételei a pénziigyi piacokon visszatér§ zavarok
tekintetében. A Bizottsdg ezt az alldspontot megerdsitette
2011 decemberében a 2011. évi meghosszabbitdsr6l sz6l6
kozleményében. A gorog gazdasdg tekintetében a Bizottsig a
hitelintézetekre ~kidolgozott gorog tdmogatdsi programok
utdlagos jovahagyasdban elismerte, hogy a gorog gazdasigban
fennall a komoly zavar veszélye, és hogy a bankoknak nytjtott
dllami tdmogatds megfelel§ eszkoze az ilyen zavar megsziinte-
tésének. Ebben az esetben a veszély joval komolyabb, mivel a
Piraeus Bank nagy bank.

A Bizottsdg ebben a szakaszban ugyanakkor kétségbe vonja,
hogy a tdmogatdsi intézkedés megfelel az OsszeegyeztethetGség
dltalanos feltételeinek, nevezetesen a ,megfelelség”, a ,sziik-
ségesség” és az ,ardnyossdg” feltételeinek.

Ami az intézkedés ,megfelelgségét” illeti: a Bizottsig megjegyzi,
hogy az intézkedés, melyre elsGsorban a PSI miatt volt sziikség,
annak biztositdsdt célozza, hogy a bank feleljen meg az eldirt
t6kekovetelményeknek és azoknak a feltételeknek, amelyek
mellett hozziférhet a kozponti bank likviditdsi eszkozeihez.
Tekintettel arra, hogy a Piraecus Bank Gorogorszdg rendszer-
szempontbdl jelentds bankja, és hogy az intézkedés célja elGse-
giteni Gorogorszdgban a pénziigyi stabilitdst, az intézkedés els§
latasra megfelelének téinik. A Bizottsdg ugyanakkor kétségbe
vonja, és a jelenlegi szakaszban nem tudja értékelni, hogy vala-
mennyi intézkedést azzal a kozvetlen céllal hoztik-e meg, hogy
a banknak a jov6ben ne legyen sziiksége tdmogatdsra. Ebben a
szakaszban nem vildgos, hogy a bank kinek az irdnyitdsa alatt
fog allni azt kovetGen, hogy az athidal6 felt6késités helyébe az
lland6 feltSkésités 1ép. A bank vagy az édllam irdnyitdsa ald
keriilhet, vagy a kisebbségi magdntulajdonosok gyakorolhatnak
irdnyitdst és jelentGs befolydst. A Bizottsig mindkét esetben

biztositani kivanja, hogy ne romoljon a bank vezetésének ming-
sége, kiillonosen pedig a kolcsonnydjtasi politikdja. Példaul, ha a
bank dllami irdnyitds ald keriil, az nem eredményezheti a vezetés
romldsdt, helytelen drazdst, vagy nem tizleti szempontok alapjan
torténd  kolcsonnyujtast. A Bizottsig ebben a szakaszban
kétségbe vonja, hogy a jelenlegi véllalatirdnyitdsi keret korldtoz-
hatja az dllami beavatkozdst és a koordindciot. Ellenkez8 eset-
ben, ha a jov6ben a Piraeus Bank szavazati jogainak tobbségét
egy olyan befektet§ birtokolja, aki csak korldtozott osszeget
fektetett be és az dllami részvényekre vételi opcidval rendelke-
zik, az hajlamos lehet arra, hogy tulzott kockazatokat vallaljon.
Kovetkezésképpen fenndll a veszélye annak, hogy romlani fog a
bank vezetése, ami veszélyeztetheti az életképesség helyredlli-
tisat és a pénzigyi stabilitds megGrzését. Tekintettel arra,
hogy nem vildgos az, hogy a jovében ki lesz a bank tulajdonosa
és ki fogja irdnyitani, a Bizottsdg ebben a szakaszban kétségbe
vonja, hogy a tdmogatdsi intézkedés megfelels, és felkéri a
g0rog hatbsagokat, a bankot és az érdekelt feleket arra, hogy
tegyék meg észrevételeiket és nydjtsanak be informdaciot.

Bar a tdmogatds Osszegét gy hatdroztdk meg, hogy biztositsik
a bank aktudlis tékekovetelményeknek valé megfelelését, a
tdmogatdst koradbbi felt6késitések meghosszabbitdsit kovetSen
nydjtottdk. A Bizottsdg kétségbe vonja, hogy valamennyi
olyan intézkedést meghoztak azért, hogy a banknak a jovében
orszdg masodik kiigazitdsi programjinak gazdasdgi és pénz-
tigypolitikai megéllapoddsdban meghatdrozott kovetelmények
teljesitéséhez szitkséges felt6késitést (a bankoknak 2012 szep-
temberéig 9 %-os, 2013 jiniusdig 10 %-os alaptSke-megfelelési
mutatéval kell rendelkezniiik). A tdmogatds ellentételezését ille-
téen a HFSF a felt6késitésrSl szolo kozleményben meghata-
rozott 7-9 %-ndl alacsonyabb ellentételezésben részesiil.
Amennyiben az athidalé feltGkésités idStartama elég rovid, a
Bizottsdg figyelembe fogja tudni venni az dthidalé feltSkésités
jellemz@it és azt a kontextust, amelyben a feltSkésitésre sor
keriilt, és igy elfogadhatja az alacsonyabb ellentételezést. Ugyan-
akkor ebben a szakaszban, elsGsorban a nehéz gazdasdgi koriil-
mények miatt, nem lathaté elére az athidald feltGkésités idGtar-
tama, ezért a Bizottsdg kétségbe vonja, hogy az ellentételezés
elégséges. Emellett az dthidalé felt6késités nem idézi el§ a bank
jelenlegi tulajdonosi struktdrdjanak ,felhigitdsat”. A bank tény-
leges gazdasdgi és jogi tulajdonosi szerkezete nem véltozik a
végsG felt6késités megvaldsitdsdig. Ezért az intézkedés nem
felelne meg az ellentételezésre és a tehermegosztdsra vonatkozd
allami tdmogatdsi szabalyoknak, amennyiben az dthidalé felt-
késités egy meghosszabbitott idStartamon 4t tartana. A
Bizottsag varja az észrevételeket ezekkel az elemekkel kapcso-
latban.

Ami az intézkedés ardnyossdgat illeti: a bank nagy Osszegii
tdmogatdsban részesiil, ami komoly versenytorzuldsokat ered-
ményezhet, ha figyelembe vessziik tobbek kozott a mdsik
hdrom gorogorszagi nagybank HEFSF dltali feltSkésitését is.
Tekintettel a kapott jelentds tdmogatdsi Osszegre és a megmen-
tési tdmogatds meghosszabbitott idGtartamdra, a Bizottsdg
ebben a szakaszban kétségbe vonja, hogy a jelenleg jévdhagyott
programokban meghatdrozott Dbiztositékok — osztalékfizetési
tilalom, a vételi opcidk gyakorldsatdl vald eltekintés a Bizott-
sdggal val6 el6zetes konzultdcié nélkiil stb. — elégségesek a vizs-
galat targyat képezd dathidal feltGkésités tekintetében. A
Bizottsag felkéri a gorog hatdsdgokat, a kedvezményezettet és
a harmadik feleket, hogy nyujtsdk be észrevételeiket e kérdéssel
kapcsolatban. A Bizottsdg megjegyzi tovabbd, hogy a HFSF mdr
mind a négy, dthidald feltSkésitéssel érintett bankhoz kikiildte
képviselGjét, de még nem dolgoztak ki olyan szabalyokat,
amelyek a HFSF-t megakadalyozzak abban, hogy informacidkat
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osszon meg azokkal a vdllalkozdsokkal és hogy koordindlja
azokat. A bank szoros feliigyelete érdekében a Bizottsdg célsze-
riinek tartand egy olyan, a bankban jelenlévd ellenérzd
megbizott kirendelését, aki megfigyelné a bank kereskedelmi
gyakorlatdban bekovetkezd kdros véltozdsokat, mint pl. a hely-
telen drazdst, a nem {izleti szempontok alapjin torténd
kolesonnytjtast, vagy a betétekre kindlt irredlis kamatokat. A

Bizottsdg felkéri a kedvezményezettet és a harmadik feleket,
hogy nyujtsdk be észrevételeiket e kérdéssel kapcsolatban is.

A 659/1999(EK tandcsi rendelet 14. cikkének megfelelGen vala-
mennyi jogellenes tdmogatds visszafizettethet§ a kedvezménye-
zettel.
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A LEVEL SZOVEGE

,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,

b) 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:
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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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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

(39

—~

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.

(40) 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.

(41) 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.

—

(42

—

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

(43) Piraeus 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
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.

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

(44) 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.

(45) 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).

(46) 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-

(50)

(51)

(52)

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.

(55)

*)

(*)

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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(60)

(61)

(62)

*)

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.

b) 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.
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(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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