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AJUTOR DE STAT - GRECIA

Ajutor de stat nr. SA.34825 (2012/C) (ex 2012/NN) — Recapitalizarea EFG Eurobank de citre Fondul
elen de stabilitate financiara

Invitatie de a prezenta observatii in temeiul articolului 108 alineatul (2) din TFUE
(Text cu relevantd pentru SEE)

(2012/C 359/04)

Prin scrisoarea din data de 27.7.2012, reprodusd in versiunea lingvisticd autenticd in paginile care urmeaza
acestui rezumat, Comisia a notificat Greciei decizia sa de a initia procedura previzutd la articolul 108
alineatul (2) din Tratatul privind functionarea Uniunii Europene referitoare la ajutorul/mdsura mentionatd
anterior.

Din motive de stabilitate financiard, Comisia a hotdrat sd aprobe temporar mdsura sub forma unei scrisori
de angajament si a unei recapitaliziri punte ca ajutor de salvare pentru o perioadd de sase luni de la data
prezentei decizii.

Partile interesate isi pot prezenta observatiile privind ajutorul/mdsura pentru care Comisia initiazd procedura

in termen de o lund de la data publicdrii prezentului rezumat si a scrisorii de mai jos, la adresa:

Commission Européenne

Direction générale de la concurrence
Greffe des aides d’Etat

J70 03225

1049 Bruxelles/Brussel
BELGIQUE/BELGIE

Fax No: +32-2-296 12 42

Observatiile respective vor fi comunicate Greciei. Pastrarea confidentialititii privind identitatea partii inte-
resate care prezintd observatiile poate fi solicitatd in scris, precizindu-se motivele care stau la baza solicitarii.

REZUMAT
PROCEDURA

La 20 aprilie 2012, Fondul elen de stabilitate financiard (HFSF) a
prezentat EFG Eurobank (banca) o scrisoare de angajament in
sensul participarii la majorarea capitalului bancii. La 28 mai
2012, a fost pusd in aplicare recapitalizarea punte a EFG
Bank. Au fost transmise scrisori de angajamente similare si s-a
acordat recapitalizarea punte Bédncii Nationale a Greciei (SA.
34824 (2012/NN)), Piracus Bank (SA. 34826 (2012/NN)) si
Alpha Bank (SA.34823 (2012/NN)). Autoritdtile elene au
comunicat scrisorile de angajament la 10 mai 2012. Deoarece
mdsura a fost deja luatd, serviciile Comisiei au inregistrat-o ca
ajutor nenotificat cu numdrul de caz SA.34825 (2012/NN).

DESCRIEREA MASURII/AJUTORULUI iN LEGATURA CU CARE
COMISIA INITIAZA PROCEDURA

In urma participdrii sale la procesul de implicare a sectorului
privat (), care a fost inregistratd retroactiv in evidentele
contabile aferente celui de al patrulea trimestru al anului
2011, capitalul EFG Eurobank a scizut in mod semnificativ.
La 20 aprilie 2012, HFSF a prezentat o scrisoare de angajament

(") Implicarea sectorului privat (ISP): negociere intre autoritdtile elene si
creditorii din sectorul privat cu scopul de a obtine anularea partiald a
datoriei guvernului elen din partea creditorilor privati, pe bazd
voluntard. ISP are un caracter extraordinar si a avut un impact
semnificativ asupra bancilor grecesti: o serie de bdnci au inregistrat
pierderi ca urmare a ISP.

in sensul participdrii cu pand la 4,2 miliarde EUR la majorarea
de capital planificati in cazul bincii. Angajamentul de acordare
a acestui sprijin va aduce rata totald de adecvare a grupului
peste nivelul de 8 % [...] (*). In baza obligatiei asumate deja
prin scrisoarea de angajament, la 28 mai 2012, HFSF a platit
in avans EFG Eurobank suma de 4,2 miliarde EUR (suma a fost
stabilitd pe baza cifrelor financiare aferente primului trimestru al
anului 2012), in conformitate cu dispozitiile pentru recapita-
lizarea punte prevdzute de Legea de instituire a HFSF, astfel
cum a fost modificatd la vremea respectivd. Sumele previzute
atat in scrisoarea de angajament, cat si in recapitalizarea punte
au fost calculate de Banca Greciei in vederea asigurdrii confor-
mitdtii bancii cu cerintele de adecvare a capitalului in vigoare la
vremea respectivd. Prin urmare, in bilantul din 31 martie 2012,
EFG inregistra o ratd de adecvare a capitalului de 9 % si fonduri
proprii de nivel 1 de 7,9 %. Valoarea recapitalizdrii punte
reprezenta aproximativ 9,4 % din activele ponderate in functie
de risc ale bincii, la 31 martie 2012. Daci se iau in considerare
actiunile preferentiale injectate in mai 2009, valoarea ajutorului
primit de EFG, sub altd formd decit garantiile i asistenta
privind lichiditatea, se ridici la aproximativ 11,4 % din
activele ponderate in functie de risc ale bancii.

EVALUAREA MASURII/AJUTORULUI

Prin scrisoarea de angajament furnizatd de HFSF la 20 aprilie
2012, HFSF isi asumd angajamentul ferm de recapitalizare a

(*) Informatii confidentiale, indicate, de asemenea, in cele ce urmeazad

prin [...].
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bancii. HFSF primeste resurse de la stat, iar conditiile in care
poate acorda sprijin institutiilor financiare sunt definite si deli-
mitate in mod precis de legislatia elend. Prin urmare, utilizarea
resurselor statului este imputabild statului.

Scrisoarea de angajament a acordat deja un avantaj bancii [...].
Recapitalizarea punte incheiatd la data de 28 mai 2012
reprezintd punerea in aplicare a obligatiei asumate in scrisoarea
de angajament i, prin urmare, constituie o continuare a
aceluiasi ajutor. Recapitalizarea punte sub formd de titluri ale
Fondului european de stabilitate financiard (FESF) a dus la
cresterea ratei fondurilor proprii ale EFG Eurobank la un nivel
care permite functionarea sa pe piatd si accesul la operatiunile
Eurosistemului si, prin urmare, a conferit, de asemenea, un
avantaj bancii din resurse de stat.

Drept urmare, pozitia beneficiarului a fost consolidata, dat fiind
cd a beneficiat de resurse financiare astfel inct si respecte in
continuare cerintele de capital, ceea ce a cauzat, asadar, dena-
turdri ale concurentei. Intrucat banca isi desfisoard activitatea pe
alte piete financiare europene si intrucat in Grecia functioneazd
institutii financiare din alte state membre, este, de asemenea,
posibil ca maisura sd afecteze schimburile comerciale dintre
statele membre.

Temeiul juridic pentru evaluarea mdsurii rdimane articolul 107
alineatul (3) litera (b) din TFUE, care prevede posibilitatea ca
ajutoarele de stat sd poatd fi considerate compatibile cu piata
internd in cazul in care ajutoarele sunt acordate cu scopul de a
Jremedia perturbdri grave ale economiei unui stat membru”.
Comisia considerd in continuare ci sunt intrunite cerintele
pentru ca ajutoarele de stat si fie aprobate in conformitate cu
articolul 107 alineatul (3) litera (b) din TFUE, avand in vedere cd
pe pietele financiare au reapdrut tensiuni si a confirmat acest
punct de vedere prin adoptarea, in decembrie 2011, a Comu-
nicarii privind prelungirea cadrului pentru ajutoarele de stat. in
ceea ce priveste economia Greciei, Comisia a recunoscut, prin
deciziile succesive de aprobare a schemelor elene de sprijinire a
institutiilor de credit, cd existd riscul unei perturbiri grave a
economiei Greciei si cd sprijinul de stat acordat béncilor este
potrivit pentru remedierea acestei perturbiri. In cazul de fatd,
riscul este cu atdt mai mare cu cat EFG Eurobank este o bancd
importantd.

Totusi, in aceastd etapd, Comisia are indoieli daci masura de
ajutor respectd criteriile generale de compatibilitate, si anume
criteriul ,adecvdrii”, al ,necesitdtii” si al ,proportionalitdtii”.

In ceea ce priveste ,caracterul adecvat” al misurii, Comisia ia act
de faptul cd misura, necesard in principal ca urmare a ISP, are
ca scop asigurarea faptului cd banca respectd normele cu privire
la cerintele de capital si cd este in continuare eligibild pentru a
putea obtine lichiditdti de la banca centrald. Avand in vedere cd
EFG Eurobank este o bancd importantd din punct de vedere
sistemic in Grecia i ci masura doreste sd contribuie la stabi-
litatea financiard in Grecia, la o primd vedere mdsura ar pdrea
adecvatd. Cu toate acestea, Comisia are indoieli si, in aceastd
etapd, nu poate evalua dacd toate misurile au fost luate imediat
pentru a se evita, in viitor, situatiile in care banca are nevoie, din
nou, de ajutor. In aceasti etapd, nu este clar cine va avea
controlul asupra bdncii in momentul in care recapitalizarea
punte este inlocuitd cu o recapitalizare permanentd. Banca ar
putea intra sub controlul statului sau proprietarii privati mino-
ritari ar putea beneficia de control §i de un efect de parghie
foarte ridicat. in orice caz, Comisia ar dori si se asigure ci nu se
inregistreazd o deteriorare in ceea ce priveste calitatea adminis-

trdrii bdncii si in special in ceea ce priveste procesele de
imprumut. De exemplu, in cazul in care banca intrd sub
controlul statului, aceasta nu trebuie si fie prost administratd,
prost evaluatd sau sd acorde imprumuturi care nu ar rispunde
nevoilor intreprinderilor. n aceasti etapi, Comisia se intreabd
dacd actualul cadru de guvernantd corporativd poate limita
interferenta si coordonarea din partea sectorului public. Daci,
in schimb, majoritatea drepturilor de vot ale EFG Eurobank ar fi
detinute in viitor de cdtre un investitor care a investit doar o
micd sumd de bani si a beneficiat de optiuni call pentru
actiunile detinute de stat, acel investitor ar putea fi tentat si
isi asume riscuri excesive. In concluzie, existd riscul de inriu-
titire a modului in care banca este administratd, fapt care ar
putea ameninta restabilirea viabilitdtii §i mentinerii stabilitdtii
financiare. Datd fiind incertitudinea cu privire la partea care
va detine si controla banca in viitor, Comisia se indoieste, in
aceastd etapd, de caracterul adecvat al masurii de ajutor si invitd
autoritdtile elene, banca si pdrtile terte interesate sd isi prezinte
observatiile si sd furnizeze informatii.

Chiar dacd valoarea ajutorului a fost calculatd pentru a garanta
respectarea de cdtre bancd a cerintelor curente de adecvare a
capitalului, ajutorul a fost acordat dupi o perioadd prelungiti de
recapitalizdri prealabile. Comisia se indoieste ca s-au luat toate
mdsurile posibile pentru a se evita in viitor situatiile in care
banca ar avea nevoie de alte ajutoare pentru recapitalizare,
inclusiv pentru a respecta angajamentele incluse in Memo-
randumul privind politica economicd si financiard din cadrul
celui de Al doilea program de ajustare economicd pentru
Grecia (conform memorandumului, bancile trebuie si aibd o
ratd a fondurilor proprii de nivel 1 de 9 % pand in septembrie
2012 si de 10 % pand in iunie 2013). In ceea ce priveste
remuneratia aferentd ajutorului, remuneratia pe care HFSF o
va primi este sub intervalul 7 % - 9 % prevdzut in Comunicarea
privind recapitalizarea. In cazul in care durata recapitalizirii
punte este suficient de scurtd, Comisia ar putea si ia in
considerare caracteristicile specifice ale recapitalizirii punte si
contextul in care aceasta a fost acordatd si, astfel, si accepte
nivelul mai redus al remuneratiei. Cu toate acestea, dat fiind c3,
in aceastd etapd, in principal ca urmare a contextului economic
dificil, durata recapitalizdrii punte este incertd, Comisia se
indoieste cd remunerarea este suficientd. Mai mult, recapita-
lizarea punte nu duce la diluarea actualei structuri a
actionariatului bdncii. Proprietatea economicd si juridicd a
bancii nu se modificd pand la momentul conversiei in recapita-
lizarea finald. Prin urmare, aceasti misurd nu ar fi conformi cu
principiile de remunerare si de repartizare a sarcinii in temeiul
normelor privind ajutoarele de stat in cazul in care recapita-
lizarea punte s-ar intinde pe o perioadd indelungatd. Comisia ar
dori sd primeascd observatii cu privire la aceste elemente.

In ceea ce priveste caracterul proportional al misurii, banca
primeste un ajutor important care ar putea duce la denaturiri
grave ale concurentei dacd se are, de asemenea, in vedere, inter
alia, recapitalizarea de citre HFSF a celorlalte trei mari banci din
Grecia. Avand in vedere valoarea mare a ajutorului primit si
durata prelungitd pentru salvare, Comisia se indoieste, in
aceastd etapd, cd garantiile prevdzute in temeiul schemelor
aprobate in prezent, de exemplu, interdictia de acordare de
dividende, neexercitarea optiunii call fird consultarea prealabild
a Comisiei sunt suficiente in raport cu recapitalizarea punte care
face obiectul examindrii. Comisia invitd autoritdtile elene, bene-
ficiarul si partile terte sd isi prezinte observatiile cu privire la
acest subiect. Mai mult, Comisia observd ci HFSF a desemnat
deja un reprezentant in toate cele patru bdnci care fac obiectul
recapitalizdrii punte, dar, in prezent, nu s-au instituit norme
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pentru a preveni schimbul de informatii intre HFSF si aceste
intreprinderi si coordonarea intre acestea. Pentru a monitoriza
indeaproape banca, pare oportun pentru Comisie si se poatd
baza pe un mandatar insdrcinat cu monitorizarea, care si fie
prezent fizic in incinta bincii si care si observe orice schimbari
care ar putea fi in detrimentul practicilor comerciale ale bancii,
cum ar fi manipularea preturilor, efectuarea de operatiuni de
creditare care nu sunt favorabile intreprinderilor sau oferirea

de rate ale dobanzilor nesustenabile pentru depozite. Comisia
invitd beneficiarul §i partile terte sd isi prezinte observatiile si cu
privire la acest aspect.

In conformitate cu articolul 14 din Regulamentul (CE) nr.
659/1999 al Consiliului, orice ajutor ilegal poate face obiectul
recuperdrii de la beneficiar.
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TEXTUL SCRISORII

,The Commission wishes to inform Greece that, having examined the information supplied by your auth-
orities on the aid measure referred to above, it has decided to temporarily approve the measure in the form

of

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.

(1)

(7)

)

)

1. PROCEDURE

In May 2009, EFG Eurobank ("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 (?).

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.

A plan was submitted to the European Commission by the Greek authorities on 2 August 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.32789 (2011/PN).

EFG Eurobank 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 (%).

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

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 Piraeus Bank
(SA.34826 (2012/NN)). In May 2012, the Greek authorities notified to the Commission the
commitment letters provided to EFG Eurobank (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 a non-notified aid under case SA.34825 (2012/NN).

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

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 2).

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 case SA.35002 (2012/N) - Greece
"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 Recapitalisation
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)

(°) European Commission -

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 ().

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 PSIHI 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 (8). The funds are
available through the Hellenic Financial Stability Fund.

According to the Memorandum of Economic and Financial
Policies, “banks submitting viable capital raising plans will
and

Directorate-General Economic

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/pressdata/en/
ec[125644.pdf.

(7) 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://www.imf.org/external/pubs/ft/scr/2012[cr1 257 .pdf.

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”(’). 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

(13) On 19 November 2008, the Commission approved the

"Support Measures for the Credit Institutions in
Greece" (19 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 (11).

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

(14) The Memorandum of Understanding on Specific Economic

)

(*)

(*h
(*2)

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 (). 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 ('4). The Commission approved the most
recent prolongation of the HFSF recapitalisation scheme
on 6 February 2012 until 30 June 2012 (**). The

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.

See footnote 3.

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.

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.

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)", O] C 101, 04.04.2012, 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://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

C 359/36

Jurnalul Oficial al Uniunii Europene

21.11.2012

(15)

(19)

(20)

(21)

HFSF Law has subsequently been amended as regards the
recapitalisation 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 HEFSF), 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:

[. A commitment letter;

II. A bridge recapitalisation.

[. COMMITMENT LETTERS PROVIDED BY THE HFSF

The HESF, 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 (19); 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.);

¢) 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;

e) the right to approve the Economic Director.

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

are set at 8 %.
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(25) In exercising its rights, the HFSFs representative in the

(26

(31

=

—

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

II. BRIDGE RECAPITALISATIONS PROVIDED BY THE HFSF

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.

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.

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.

The terms of the bridge recapitalisation are enshrined into
a pre-subscription agreement agreed between the credit
institution, the HFSF and the EFSF.

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 HESF (V).

The HFSF grants the bridge recapitalisation following a
decision of the Bank of Greece, provided that:

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

(33

(35

~

=

~

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;
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

EFG Eurobank Ergasias Group ("'the Group"), composed of
EFG Eurobank Ergasias SA and its subsidiaries, is a
European banking organisation offering universal
banking services across eight countries. The Group offers
a full range of banking and financial products and services
to households and enterprises. It is active in retail,
corporate and private banking, asset management,
insurance, treasury, capital markets and other services.
EFG Eurobank is incorporated in Greece and its shares
are listed on the Athens Stock Exchange. The Group
operates mainly in Greece and in Central, Eastern and
South-eastern Europe. At the end of 2011, the Group
employed 19 156 people, 9 319 in Greece and 9 837 in
South Eastern Europe.

The Group participated in the PSI programme exchanging
GGBs and other eligible securities of face value of around
EUR 7.3 billion. In that framework, the total PSI-
impairment charge amounted to around EUR 5.8 billion
before tax, entirely booked in 2011 accounts.

The key figures of the Group in December 2010,
December 2011 and Q1 of 2012 (consolidated data) are:

Selective Volume figures 31 March 2012 31 December 2011 31 December 2010
(EUR million)
Net Interest Income 451 2,039 2,103
Total Operating Income 568 2,456 2,730
Total Operating Expenses 293 1,198 1,280
Pre Provision Income 275 1,258 1,450
Impairment Losses 365 1,333 1,273

(/) 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".
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Selective Volume figures 31 March 2012 31 December 2011 31 December 2010
(EUR million)

Net Profit/Loss before PSI — (29) 113

and one-offs

Net Profit/Loss (236) () (5,508) (**) 68

Total Gross Loans 50,515 51,491 53,412
Total Deposits 31,591 32,459 41,173
Total Assets 73,587 76,822 87,188
Total Equity 482 875 6,094

Source: EFG  Eurobank-Press Release, Full Year 2011Results, p. 5 and 6, available on line at: http://www.eurobank.gr/Uploads/pdf]
AFY2011%20Results%20Press%20Release.pdf and EFG Eurobank-Press Release, First Quarter 2012 Financial Results p. 4 and 5,
available on line at http:|[www.eurobank.gr/Uploads/pdf/1Q2012%20Results%20Press%20Release.pdf.

(*) after impairment of GGBs
(**) after PSI and one-offs

2.4. State recapitalisation already received by the
bank

(36) In May 2009, EFG Eurobank received a capital injection of

EUR 950 million, equivalent to around 2 % of its risk
weighted assets ("RWA") at the time from the Greek
State under the recapitalisation scheme.

(37) The recapitalisation 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

(38) EFG Eurobank 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 (V), the
guarantees granted to the bank amounted to around EUR
17.8 billion. The bank has been allocated around EUR
2.9 billion under the bond loan scheme which, according
to the information submitted by the Greek authorities in
the mid-term report, has not been granted (!8). 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

(39) Following its participation in the PSI, which was booked

retrospectively in the account of the fourth quarter of
2011, the capital of EFG Eurobank diminished signifi-
cantly.

(40) On 20 April 2012, the HFSF provided a letter committing

to participate for an amount of up to EUR 4.2 billion in
the planned share capital increase of EFG Eurobank. The

("7) 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",
OJ C 101, 04.04.2012, p. 2.

(%) As at 31 December 2011, the special Greek Government bonds

borrowed by the Bank matured and were not renewed. See note 4
to the Consolidated Statements for EFG Eurobank, Annual Financial
Report for the year ended 31 December 2011.

(41)

*)

W)
(*9)

commitment for that support would bring the Group’s
Total Adequacy Ratio above 8 % (*°) [...] (*).

On the basis of the obligation already undertaken in the
commitment letter, the HFSF advanced EUR 3.97 billion to
EFG Eurobank on 28 May 2012, in line with the
provisions for bridge recapitalisations laid down in the
HFSF 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, EFG Eurobank registered a capital adequacy ratio
of 9% and a Core Tier 1 of 7.9 %.

The difference of EUR 230 million between the amounts
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
9.4% of EFG Eurobank’s RWA as of 31 March 2012 (29).
With the preference shares injected in May 2009, the
amount of aid received by EFG Eurobank in forms other
than guarantees and liquidity assistance stands at around
11.4 % of the bank's RWA.

4. THE POSITION OF GREECE

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

See p. 2 of the Director’s Report and Note 6 on page 19 of the

Notes to the Consolidated Statements for EFG Eurobank, Annual
Financial Report for the year ended 31 December 2011 also
available online at:
http:/[www.eurobank.gr/Uploads/pdf/[REPORT2011tT4%20SITE.
PDEF.

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

The amount of RWA as of 31 March 2012 stood at EUR
42.253 billion.


http://www.eurobank.gr/Uploads/pdf/AFY2011%20Results%20Press%20Release.pdf
http://www.eurobank.gr/Uploads/pdf/AFY2011%20Results%20Press%20Release.pdf
http://www.eurobank.gr/Uploads/pdf/1Q2012%20Results%20Press%20Release.pdf
http://www.eurobank.gr/Uploads/pdf/REPORT2011tT4%20SITE.PDF
http://www.eurobank.gr/Uploads/pdf/REPORT2011tT4%20SITE.PDF
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(45) The Greek authorities consider that the measures are (52) The Commission has acknowledged that the global
compatible with the internal market under Article 107(3)(b) financial crisis can create a serious disturbance in the
of the Treaty on the Functioning of the European Union economy of a Member State and that measures supporting
("TFEU"). banks are apt to remedy that disturbance. The Commission
explained its approach in the Banking Communication ('),
5. ASSESSMENT OF THE AID the Recapitalisation Communication (*?) and the Restruc-
. e . turing Communication (*}). The Commission still considers
5.1. Existence of aid n the form.of.the. commitment that requirements for State aid to be approved pursuant to
letter and bridge recapitalisation Article 107(3)(b) TFEU are fulfilled in view of the
(46) As stated in Article 107(3)(b) TFEU any aid granted by a reappearance of stress in financial markets. The
Member State or through State resources in any form Commission confirmed that view by adopting the 2011
whatsoever which distorts or threatens to distort Prolongation Communication in December 2011 (*4).
competition by favouring certain undertakings or the
production of certain goods shall, in so far as it affects (53) In respect to the Greek economy, the Commission has
trade between Member States, be incompatible with the acknowledged in its successive approval of the Greek
internal market. support schemes for credit institutions that there is a
threat of serious disturbance in the Greek economy and
(47) The Commission notes that the commitment letter that State support of banks is suitable to remedy that
provided by the HFSF on 20 April 2012 firmly commits disturbance. Such a threat is even greater here as EFG
the HFSF to recapitalise the bank. HFSF receives its Eurobank is a large bank. Therefore, the legal basis for
resources from the State. The HFSF has a limited the assessment of the aid measure should be
duration up to 2017, and so any profit or loss it incurs Article 107(3)(b) TFEU.
will eventually be borne by the State. The Commission
therefore concludes that the letter commits State o ) )
resources and that the bridge recapitalisation involves 5.2.2. Compatibility of the aid measure under Article 107(3)(b)
State resources. The circumstances in which the HFSF TFEU
can grant support to financial institutions are precisely (54) In line with point 15 of the Banking Communication, in
defined and limited by the Law. Accordingly the use of order for an aid to be compatible under Article 107(3)(b)
those State resources is imputable to the State. TFEU it must comply with the general criteria for compati-
il 25).
(48) As regards the existence of an advantage, the commitment bility (%)
letter already granted an advantage to the bank. [...]. The ) ) )
bridge recapitalisation finalised on 28 May 2012 is the a) Appropriateness: The aid has to be well-targeted in order
implementation of the obligation undertaken in the to be .able to .effect1Yely ach1ev§ the objective of
commitment letter and thus a continuation of the same remedying a serious d}sturbance in the economy. It
aid. The bridge recapitalisation in the form of EFSF notes would not be the case if the measure were not appro-
increased the bank’s capital ratio to a level that allows the priate to remedy the disturbance.
functioning of the bank on the market and access to Euro-
system operations. Therefore, the bridge recapitalisation b) Necessity: The aid measure must, in its amount and
also granted an advantage to the bank from State form, be necessary to achieve the objective. Therefore
resources. it must be of the minimum amount necessary to reach
the objective, and take the form most appropriate to
(49) As a result, the position of the beneficiary was remedy the disturbance.
strengthened since the bank was provided with the
financial resources to continue to comply with the o tive off h
capital requirements, thus leading to competition distor- ) Proportionality: The positive e fects of the measure must
tions. As the bank is active in other European financial be P“?Perly, balanced against th.e dlStOI‘thr.lS. of
markets and as financial institutions from other Member competltlop,. in order for the distortions to be hmlte’d
States operate in Greece, the bridge recapitalisation by the to. th? minimum necessary to reach the measure’s
HEFSF is also likely to affect trade between Member States. objectives.
(50) The bridge recapitalisation in essence implements the (') Communication from the‘Comm‘ission "The applipatipn pf State aid
commitment contained in the HESFE letter to EFG. The rules to measures taken in relation to fm.anaal.u}s"tltutlons in the
L. . . context of the current global financial crisis" O] C 270,
Commission considers that the commitment letter and 25.10.2008, p. 8.
the bridge recapitalisation refer to one and the same (*?) Commission Communication "Recapitalisation of financial insti-
measure. The Commission will hereafter refer to 'the tutions in the current financial crisis: limitation of the aid to the
measure' and only make reference to the bridge recapitali- minimum necessary and safeguards against undue distortions of
sation when necessary. compeFiti_on", O] C 10,_ 15..1.2009, p. 2. o
(**) Commission Communication "The return to viability and the
e . assessment of restructuring measures in the financial sector in the
5.2. Compatibility of the aid current crisis under the State aid rules”, O] C 195, 19.8.2009, p. 9.
. , 24} Communication from the Commission on the application, from
5.2.1. Application of Article 107(3)(b) TFEU “ 1 January 2012, of State aid rules to support mezsures in favour
(51) Article 107(3)(b) TFEU provides for the possibility that of banks in the context of the financial crisis, O] C 356, 6.12.2011,

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".

p.- 7.
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.



C 359/40

Jurnalul Oficial al Uniunii Europene

21.11.2012

(55)

(58)

(59)

(60)

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, EFG
Eurobank 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
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

(61

(62

(63

—

—

)

=

replaced by a permanent recapitalisation. The bank may
either 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 ie. 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

In conclusion, there is a risk that the way the bank is
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.
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(67)
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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.

The Commission notes that the bridge recapitalisation
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 almost no capital left
in the bank as a result mainly of the extraordinary
consequences 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 recap-
italisation were to last over a protracted period.

(72)

(27

)

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 the 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.

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

(%%) 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 sharcholder
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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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.

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.32789 (2011/PN) — "Viability plan of
EFG Eurobank" 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

The Commission has doubts at this stage that the bridge
recapitalisation by the HEFSF 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.

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.

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.

(77) 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
EFG Eurobank 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.”



	Ajutor de stat – Grecia  Ajutor de stat nr. SA.34825 (2012/C) (ex 2012/NN) – Recapitalizarea EFG Eurobank de către Fondul elen de stabilitate financiară Invitație de a prezenta observații în temeiul articolului 108 alineatul (2) din TFUE (Text cu relevanță pentru SEE) (2012/C 359/04)

