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Subject:  State aid C 9/2009 (ex NN 49/2008) – Belgium 

 C 9/2009 (ex NN 50/2008) – France  

 C 9/2009 (ex NN 45/2008) – Luxembourg  

Aid to Dexia in the form of guarantees for bonds and certain assets, liquidity 
assistance and a capital increase  

 
Sirs, 
 
I have the honour to inform you that, in the light of the information sent to it concerning the 
abovementioned case, the European Commission has decided to initiate a procedure pursuant 
to Article 88(2) of the Treaty establishing the European Community in respect of certain State 
measures in favour of Dexia. The Commission has also decided not to raise any objections to 
another measure. 
 
 
 
1. PROCEDURE 

1.1 The rescue aid and the Commission’s decision of 19 November 2008 

(1) In 2008, the authorities in Belgium, France and Luxembourg (‘the Member States’) 
introduced a number of measures to assist the banking group Dexia: 

(a) a capital increase of EUR 6.4 billion subscribed to by the Member States and 
the existing shareholders and announced on 30 September 2008 (‘the capital 
increase’); 



(b) a guarantee mechanism established by the Member States concerned by an 
agreement concluded on 9 October 2008 (‘the bond guarantee’);  

(c) liquidity assistance provided by the Banque Nationale de Belgique in 
cooperation with the Banque de France (‘the LA operation’); 

(d) a guarantee by the Belgian and French States of the financial products of the 
subsidiary FSA, announced on 14 November 2008 (‘the FSA measure’). 

(2) By decision of 19 November 20081 the Commission decided not to raise any 
objections to the LA operation and the bond guarantee. The Commission considered 
these measures to be rescue aid and therefore compatible with the common market on 
the basis of Article 87(3)(b) of the Treaty, and authorised the measures for a period of 
six months from 3 October 2008, specifying that after that time the Commission would 
have to re-evaluate the aid as a structural measure. 

(3) The decision of 19 November 2008 also expressly provided that the other aid 
measures would be examined separately as part of a later decision.  

1.2 The restructuring plan 

(4) The restructuring plan with which this decision is concerned was notified by France, 
Luxembourg and Belgium on 16, 17 and 18 February 2009 respectively.  

(5) Additional information was submitted on 27 February and 3, 5, 6, 7, 8 and 
9 March 2009. 

2. DESCRIPTION OF THE AID 

2.1 The recipient 
 
(6) Dexia is a financial group operating in the banking and insurance sectors. The parent 

company, Dexia SA, is a limited company incorporated under Belgian law and listed 
on the Euronext Paris and Euronext Brussels stock exchanges. On 3 October 2008 its 
market capitalisation was EUR 8.1 billion. For further information, the Commission 
refers to its decision of 19 November 2008.  

2.2 The capital increase 
 
(7) The Commission refers to its decision of 19 November 2008. The EUR 6 billion 

capital increase by the Belgian and French shareholders, consisting in the subscription 
to ordinary shares in Dexia SA, was finalised on 3 October 2008. That increase in 
reserved capital was subscribed to as follows: 

(a) Belgium: 

– the Belgian State invested EUR 1 billion in Dexia SA; 

– the Flemish Region invested EUR 500 million in Dexia SA; 
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– the Wallonia Region invested EUR 350 million in Dexia SA; 

– the Brussels-Capital Region invested EUR 150 million in Dexia SA; 

– Holding Communal SA invested EUR 500 million in Dexia SA; 

– Arcofin SC invested EUR 350 million in Dexia SA; 

– Ethias invested EUR 150 million in Dexia SA; 

(b) France: 

– the French State invested EUR 1 billion in Dexia SA. This shareholding 
will be managed by the Agence des participations de l’État [French 
Government Shareholding Agency]; 

– the Caisse des dépôts et consignations (CDC) group invested 
EUR 1.71 billion in Dexia SA; 

– CNP Assurances invested EUR 288 million in Dexia SA. 

(8) As regards Luxembourg, the Luxembourg State has undertaken to invest 
EUR 376 million in Dexia Banque Internationale à Luxembourg S.A. in the form of 
convertible bonds with a maturity of three years, bearing interest at a rate of 10% p.a. 
and convertible into ordinary shares subject to terms to be agreed. According to the 
information at the Commission’s disposal, this operation has not yet taken place. 

(9) Following the capital increase, the stakes of the principal shareholders of Dexia SA are 
as follows: 

Subscribed by % held before 
the operation 

Amount of 
subscription 

% held after 
the operation 

Belgian Federal Government -- EUR 1 billion 5.73%

Flemish Region -- EUR 500 million 2.87%

Wallonia Region -- EUR 350 million 2.01%

Brussels-Capital Region -- EUR 150 million 0.86%

Holding Communal SA  17% EUR 500 million 14.02%

Arcofin SC 18.08% EUR 350 million 13.87%

Ethias  6.37% EUR 150 million 5.04%

French Government  -- EUR 1 billion 5.73%

CDC 11.89% EUR 1.71 billion 17.61%

CNP 2% EUR 288 million 2.96%

Employees 3.92%  2.57%

Free float 40.74% -- 26.73%

 



2.3 The bond guarantee and the liquidity assistance (LA) operation 

(10) The guarantee for Dexia bonds provided on 9 October 2008 by the Member States 
concerned and the LA operation provided by the BNB in cooperation with the Banque 
de France have already been the subject of the decision of 19 November 2008. In its 
decision, the Commission authorised the guarantee and the LA operation as 
emergency rescue measures for a period of six months from their implementation. In 
accordance with that decision, since a restructuring plan for the recipient has been 
submitted in line with the commitments provided by the three Member States, that 
period is automatically extended until the Commission adopts its decision on the plan. 

(11) Furthermore, under the restructuring plan notified to the Commission by the Belgian 
and French Governments, the Commission is asked to authorise the extension of the 
guarantee mechanism until the deadline provided for in the guarantee agreement, that 
is to say 31 October 2009, and the continuation of the remuneration rate of 25 basis 
points for the guarantee covering bonds with a maturity of less than one month. In 
addition, the Commission is asked to confirm that, if the guarantee were to be 
extended beyond October 2009 (to October 2010), that extension would be compatible 
with the common market. 

(12) As a precautionary measure, the Belgian Government also requests the extension until 
31 October 2009 of the possibility of Dexia using LA operations provided by the 
BNB. 

 
2.4 The guarantee for the put option relating to the assets of FSAM (‘the FSA 

measure’)  
  
(13) As part of the sale of its subsidiary in the United States, FSA, Dexia has sought a 

guarantee from the Belgian and French States for the value of certain assets held in the 
company FSA Asset Management (FSAM). This measure is dealt with in greater 
detail in part 4 below. 

  
2.5 The restructuring plan 
 
(14) The DEXIA restructuring plan was notified to the Commission on 16 February 2009 

by the Permanent Representation of the French Republic, on 17 February 2009 by the 
Luxembourg Permanent Representation and on 18 February 2009 by the Belgian 
Government. The notification consists of a signed letter from the French Minister for 
the Economy, Finance and Employment and 44 annexes which describe the DEXIA 
group, its position in the context of the financial crisis, the assistance provided to the 
group by the French, Belgian and Luxembourg States and the restructuring plan 
presented on 29 and 30 January 2009 to the Dexia Management Board and the 
European Works Council. 

(15) The restructuring plan primarily consists in the sale of FSA, referred to in point 4.4 
below. 

(16) The restructuring plan also covers the transformation of financing activities for the 
public sector and for businesses (public and wholesale banking, PWB), on the one 



hand, and for the financial markets (treasury and financial markets, TFM), on the other 
hand. The changes to the PWB activity involve the refocusing of turnover on the 
group’s traditional markets, in which local entities, which are financially sound and 
profitable, have relatively autonomous access to liquidity. This refocusing of financing 
activities on local authorities should, according to the group’s forecasts, result in a 
reduction of EUR 25 billion in the total balance sheet by 2010-2011. Dexia also plans 
to streamline its market activities, inter alia by gradually disposing of the group’s 
bond portfolio (valued at EUR 158 billion as at 31 December 2008) and by 
simplifying the organisation and governance of those activities. By 2010-2011, 
according to its own estimates, Dexia should be able to reduce the size of its bond 
portfolio by EUR 20 billion (13% of the total amount). 

(17) The restructuring plan likewise provides for a reduction in the group’s risk profile, 
inter alia by: 

- ceasing own-account market activities (liquidation of the bond portfolio 
mentioned above); 

- cutting the group’s value-at-risk limits to EUR 100 million in 2009; 
- reducing by EUR 100 billion the group’s short-term financing needs by 

2010-2011 (inter alia via an increase in the taking of deposits and an 
adjustment of the loan activity in line with financing capacities). 

 
(18) Finally, the restructuring plan envisages a 15% reduction in cost base over three years. 

A 5% reduction (EUR 203 million) is planned for 2009 based on: 

- staff downsizing by the cutting of 888 jobs (representing 6.6% of current staff 
numbers at the end of 2008), that is 349 in Belgium, 232 internationally, 211 in 
France and 96 in Luxembourg; 

- a reduction in overheads by rationalising certain cost items (IT systems, 
property and logistics); 

- a policy of pay moderation (elimination of the variable components [of the 
remuneration] of the members of the management and executive boards, 
limited salary increases). 

3. THE DIFFICULTIES EXPERIENCED BY DEXIA 

(19) The Commission refers to the description of the difficulties faced by Dexia in its 
decision of 19 November 2008 and in particular Dexia’s liquidity crisis which led to 
intervention by the States. 

(20) The financial crisis has worsened since that date and consequently impacted Dexia’s 
quarterly accounts. The stock market decline accelerated with a 19% fall in the 
Eurostoxx 50 index which led to impairments of EUR 457 million in the group’s 
investment portfolio. The weakening of the economy, particularly in the United States, 
and the acceleration of the market collapse posed new difficulties for monoline 
insurance companies, including FSA, and other financial institutions, necessitating 
further impairments of EUR 380 million on exposure to monolines and 
EUR 173 million on bank counterparties. The transfer of the crisis to the real economy 
also required further impairments of EUR 71 million in respect of credit risk. 
Ultimately, the crisis resulted in losses and further impairments in Dexia’s accounts of 



EUR 1.6 billion, to which are added the costs linked to the sale of FSA, announced on 
14 November 2008 (EUR 1.6 billion). The impact of the financial crisis in the fourth 
quarter therefore rose to EUR 3.2 billion. The burden of the cost of the risk and of the 
combined impairments resulted in a net loss of EUR 2.6 billion in the fourth quarter, 
that is to say EUR 300 million more than the estimated loss, announced on 30 January 
2009, corresponding to further impairments on the portfolio of RMBS securities held 
by FSA. On the other hand, as at 1 October 2008 it was possible to stabilise at 
EUR 6.8 billion a part of the AFS (available for sale) reserves expected to show latent 
profits or losses on assets classified as AFS, as a result of the opportunity afforded by 
the amendments to the international accounting standards (IAS 39) to reclassify 
certain AFS assets as loans and receivables. 

(21) The Commission concludes from the foregoing that Dexia continues to be a firm in 
difficulty. 

4. THE FSA MEASURE 

4.1 FSA – general overview 
 
(22) The group Financial Security Assurance (‘FSA’), whose parent company is the 

holding company FSA Holdings, Inc. (‘FSAH’), was acquired by Dexia in 2000. 
FSA’s principal activity is credit enhancement: on the basis of a high credit rating, a 
credit enhancer receives remuneration for providing its guarantee to various issuers of 
securities, allowing those issuers – who have a lower or no credit rating – to improve 
their own credit profile and thereby raise financing on optimal terms. In so doing, 
credit enhancers place their own resources at risk, with the effect that the value 
assigned to their guarantee (and therefore their commercial franchise) depends largely 
on the perception of their solvency and their ability to cope with potential future calls 
on guarantees. The assessment of the financial stability of credit enhancers by credit 
rating agencies is therefore of fundamental importance in this sector. 

(23) The activities of US credit enhancers were primarily aimed towards the ‘municipal’ 
sector, that is to say local authorities in the USA. In this respect, FSA’s activities in 
that market segment strategically complemented Dexia’s position as a leading global 
player in the sector of financial services to local authorities. 

(24) Like a number of other monoline insurers, in recent years FSA has also developed the 
proportion of its credit enhancement activity which covers the asset-backed securities 
(ABS) sector, providing its guarantee to issuers of debt instruments linked to 
securitised assets. As at 30 September 2008, the total amount (net of reinsurance) of 
risk insured by FSA stood at USD 425 billion. The assets insured within that portfolio 
include various categories of assets, the quality of which has been greatly diminished 
firstly in the context of the crisis in the US real estate sector and subsequently in the 
context of the global financial crisis. For 2008, the impact of the crisis on those assets 
amounts to EUR 810 million. 

(25) The credit enhancement activity is primarily carried on by Financial Security 
Assurance Inc. (‘FSA Inc.’), which has regulatory status as an insurance company, 
subject in the main to supervision by the New York Insurance Department. 



 
4.2 The financial products activity 
 
(26) Alongside its traditional activity of credit enhancement, FSA has developed a financial 

products (or ‘FP’) activity, which for the most part takes the form of the conclusion of 
guaranteed investment contracts (or ‘GICs’) with third parties. This activity consists, 
in summary, in (i) the collection of deposits from third parties (in general issuers – 
local authorities or ABS issuers – of securities enhanced by FSA Inc.), whom FSA 
undertakes to remunerate for those deposits at a guaranteed level, and (ii) the 
reinvestment of those deposits in high-yield securities, thereby generating in principle 
a positive net profit margin. 

(27) The GICs are concluded by dedicated subsidiaries of FSAH (those subsidiaries are 
referred to hereafter as the ‘GIC Companies’) which, in turn, lend the proceeds of 
those deposits to another company in the group, FSA Asset Management LLC 
(‘FSAM’), which puts together and manages the asset portfolio which is intended to 
offset the liabilities and repayment obligations towards the counterparties of the GICs. 

(28) FSAM’s portfolio of assets comprises a substantial proportion of securities linked 
directly or indirectly to the US real estate sector whose rating (initially of a very high 
quality overall) and/or market value have significantly declined due to the subprime 
credit crisis and the current global financial crisis. Following the reductions in the 
market value (mark-to-market) recorded by FSAM in relation to its asset portfolio, as 
at 30 September 2008 the book value (on a marked-to-market basis) of the FSAM 
portfolio was USD 12.5 billion, whereas the value of the obligations under the GICs 
stood at USD 17.8 billion, resulting in a potential deficit of USD 5.35 billion. The 
economic value of the assets in question is, however, estimated to be significantly 
higher than their market value: indeed, if FSAM’s asset portfolio can be held until its 
normal maturity date, Dexia estimated on 30 September 2008 that the economic loss 
on the portfolio based on a significant stress scenario should reach approximately USD 
1.5 billion. On 30 September 2008, Dexia recorded total impairments of 
USD 1.4 billion on the portfolio, USD 0.5 billion of which should result in an 
economic loss. The estimated economic loss is therefore quite significantly lower than 
the current book-value loss on a mark-to-market basis, meaning that it is essential to 
retain the assets until their normal maturity date rather than sell them as a matter of 
urgency at the current impaired values. 

(29) The ability to hold the assets in the portfolio until their normal maturity date depends 
to a very great extent on FSAM’s liquidity needs. In this regard, FSAM is facing a 
two-fold liquidity risk: 

(a) on the one hand, certain GICs may be terminated in advance (requiring FSAM 
to pay to the GIC Companies the amounts which the GIC Companies 
themselves are then obliged to pay to the GIC holders), in particular in the case 
of the liquidation of CDOs of ABS or of CLOs; 

 
(b) on the other hand, the GICs make provision for the possibility of early 

settlement and/or requirements to establish guarantees (collateral) if the credit 
rating of FSA Inc. falls below certain levels. In such circumstances, FSAM 
could be faced with requests for settlement and for collateral totalling USD 



[…]∗, which would force it to sell its portfolio of assets as a matter of urgency 
and at greatly reduced values and, once all FSAM’s own liquidity resources 
had been exhausted, would give rise to an estimated liquidity deficit of EUR 
[…], thereby resulting, in all probability, in the insolvency of FSAM. […] This 
liquidity deficit was made good by Dexia’s establishment of a non-covered 
liquidity line of USD 5 billion […] (Dexia having also undertaken, subject to 
certain limits, to cover the losses of the FP portfolio by means of capital 
increases). 

 
4.3 Links between Dexia, FSA, the credit enhancement activity and the financial 

products activity 
 
(30) FSA’s two branches of activity, credit enhancement and ‘Financial Products’, and 

Dexia SA, the ultimate parent company of the FSA sub-group, are linked in various 
ways: 

- FSA Inc. provided its guarantee to the FP segment in a variety of ways: (i) it 
guarantees FSAM’s repayment obligations towards the GIC Companies, (ii) it 
guarantees the assets in the portfolio held by FSAM, (iii) it guarantees the 
obligations of the GIC Companies under the GICs, and (iv) it also ensures the 
proper performance of various related contracts (in the main interest rate 
swaps) concluded by FSAM. 

 
- In addition, as set out above, FSAM is exposed to a significant liquidity risk 

linked to the credit rating of FSA Inc. If that credit rating falls below a certain 
level, FSAM will be faced with an enormous liquidity requirement greatly 
exceeding its resources. 

 
- As at 30 September 2008, the value of FSA in Dexia’s consolidated accounts 

was EUR 1.5 billion. 
 
- Dexia undertook to cover FSAM’s economic losses subsequent to the closure 

of the accounts of the first six months of 2008 in the amount of 
USD 500 million, in the form of capital increases. 

 
- Dexia, through some of its banking subsidiaries, has provided liquidity 

assistance to FSAM, in particular in the form of a non-covered credit line of 
USD 5 billion […]. 

 
- Dexia and its banking subsidiaries hold assets insured by FSA Inc. for a total 

amount of EUR 33.2 billion. 
 
(31) It must therefore be noted that Dexia was far more involved in the structure of FSA 

and its various activities than simply through its shareholding in FSA. 

4.4 The sale of FSA 
 
(32) In that context, and also in view of the significant difficulties experienced by Dexia 

itself, Dexia initiated a strategic review process to identify various solutions for 
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reducing the significant risk FSA represented to Dexia. Introduced in October 2008, 
the new management of the Dexia group made reducing the group’s risk profile a 
priority and in particular decided to accelerate efforts to establish ways and means of 
reducing the risk associated with FSA. In this context, Dexia accelerated the process 
of finding candidates to acquire FSA.  

(33) It quickly became apparent that none of the potential buyers was prepared to take over 
the FP activity and that the candidates therefore wished to acquire only the credit 
enhancement activity, carried on by FSA Inc. Consequently, the sale of FSA, a key 
element of the risk-reduction programme initiated by Dexia, could be achieved only if 
Dexia remained financially liable for FSAM and the FP activities.  

(34) Dexia also examined two alternatives to the sale of FSA’s activities: declaring FSA 
bankrupt and the gradual amortisation (‘run-off’) of its contracts. 

(35) With regard first of all to declaring FSA bankrupt, in October 2008 Dexia estimated 
that this option would result in a loss of USD 7 billion, representing FSA’s valuation 
in Dexia’s accounts and the losses linked to Dexia’s undertakings to guarantee the FP 
portfolio of FSA. In addition, deterioration of the portfolio of securities guaranteed by 
FSA and held by Dexia would have necessitated an increase in own funds of 
EUR 1.1 billion to allow Dexia to comply with its regulatory solvency requirements. 
The prohibitive cost of declaring FSA bankrupt would thus have cancelled out the 
benefit from the EUR 6 billion capital increase subscribed by shareholders and by the 
French and Belgian Governments, in addition to the subscription of EUR 0.4 billion 
which has been notified by Luxembourg.  

(36) If FSA’s activities were amortised gradually, FSA would continue to collect premiums 
on the previously underwritten enhancement contracts and to make the associated 
payments, but would not underwrite any new contracts. During this process, however, 
Dexia would have to keep FSA’s credit rating above AA- because if the rating were to 
fall below that level Dexia would be obliged, for the reasons set out in point 4.2 above, 
to mobilise USD 10.7 billion of additional collateral. Furthermore, if FSA’s credit 
rating were to drop below A-, the GICs could be paid off in advance and DEXIA 
would then be faced with the choice of increasing its liquidity commitments in order to 
support the FP portfolio [or] selling the assets in that portfolio in a very weakened 
market situation, thus giving rise to significant losses. Accordingly, the ‘run-off’ 
scenario would require DEXIA to cover the cost of liquidity financing, combined with 
the need to mobilise collateral to support FSA’s FP portfolio. The other disadvantage 
of this option is that it would not allow DEXIA to reduce its exposure to the risk 
associated with FSA’s enhancement activities, with an overall nominal portfolio of in 
excess of USD 440 billion, whereas the sale of FSA, by contrast, makes it possible to 
eliminate that exposure. 

(37) On the basis of that analysis, Dexia concluded that the two options were less 
advantageous than the sale of FSA and, in particular, than the agreement reached with 
Assured Guaranty. 

(38) The agreement concluded with Assured Guaranty on 14 November 2008 provides for 
the sale by Dexia Holdings Inc. (the sub-subsidiary of Dexia which is the legal owner 
of the shares) of all FSAH shares to Assured Guaranty, for the price of USD 722 
million, paid partly in cash and partly in Assured Guaranty shares. As set out above, 



the entities of the FSA group linked to the FP activity (primarily FSAM and the 
GIC Companies) are excluded from the scope of the sale. 

(39) In the light of the various links between FSA Inc., FSAH, FSAM and Dexia (see 
above), the separation of the enhancement activities from the FP activities required 
that: 

(a) Dexia also provide a guarantee replacing the guarantees given by FSA Inc. to 
the FP segment, thus ensuring that FSA Inc. is no longer exposed to the risk 
associated with the FP activity; 

 
(b) the GIC Companies can be awarded a sufficient independent credit rating, in 

order to separate the FP activity from future changes in the credit rating of 
FSA Inc., thus making it possible to avoid a liquidity crisis at FSAM in the 
event that the credit rating of FSA Inc. worsens; 

 
(c) the mechanisms to segregate the enhancement and FP activities are sufficiently 

robust and impermeable to ensure that the credit rating agencies maintain the 
ratings of FSA Inc. and its buyer at sufficient levels. 

 
(40) In the view of the Belgian and French authorities, Dexia’s financial position prevents 

it from assuming on its own the burden of the guarantees required to achieve those 
objectives: (i) the potential total exposure resulting from that guarantee exceeds 
Dexia’s own capacities and is incompatible with the solvency requirements (minimum 
levels of Tier 1 own funds) to which it is subject, (ii) Assured Guaranty cannot 
therefore be satisfied solely with Dexia’s signature to ensure the effective separation 
of the FP segment and, thereby, certainty as to the credit rating and financial position 
of FSA and Assured Guaranty, and (iii) the credit rating agencies will not be able, 
solely on the basis of Dexia’s credit, to maintain the ratings of FSA Inc. and Assured 
Guaranty, since that would presuppose total severance from the risk associated with 
the FP segment. 

(41) The offer of acquisition made by Assured Guaranty was therefore expressly dependent 
on Dexia providing a guarantee and on that guarantee being enhanced by a sovereign 
guarantee (or failing that by a request for collateral greatly exceeding Dexia’s 
resources in terms of eligible assets)2. In the view of the Belgian and French 
authorities, the States’ guarantee, supporting the guarantee to be provided by Dexia 
itself, was therefore a precondition for any agreement to sell FSA. 

4.5 The terms of the States’ guarantee 
 
(42) France and Belgium propose to provide a guarantee in accordance with the following 

principles: 

Scope of the Guarantee 

                                                 
2  The actual completion of the sale was further subject to various suspensory conditions, inter alia the 

approval of the US competition authorities and the regulatory oversight authorities concerned, the absence 
of material adverse change and confirmation by each of the credit rating agencies that completion of the sale 
would not result in the lowering of the credit rating of FSA Inc. or the rated entities of the Assured Guaranty 
group. 



The Guarantee will relate to certain assets held and/or included in the balance sheet of 
FSAM at 30 September 2008 and will be limited (interest and principal) to a total 
amount of USD 16.9 billion. The guarantee must allow Dexia to honour a put contract 
under which assets will be sold by FSAM to Dexia in the event of non-payment by the 
bank under the guarantee which it has provided to FSAM. If activated, the put contract 
will have to be honoured by Dexia in respect of assets totalling USD 4.5 billion and in 
the event of default any payment by the States linked to that first tranche must be 
reimbursed by Dexia in cash. Beyond the initial losses, which are incurred by Dexia, 
under the terms of the put contract the assets are to be sold to Dexia but paid for by the 
States, who are then reimbursed in shares and/or profit-sharing bonds newly issued by 
Dexia. Moreover, a subset of FSAM’s asset portfolio, which is also valued at 
USD 4.5 billion, is excluded from the scope of the States’ guarantee. 
 
Amount of the Guarantee 
 
The amount of the Guarantee (interest and principal) will in any event be limited to 
USD 16.9 billion. The total amount which may be called up in the course of any year 
will be capped at the residual value of the portfolio on 31 December of the previous 
year (within the ceiling limit). 
 
Guaranteed obligations 
 
The Guarantee will cover upon first demand Dexia’s obligations under a put contract 
which it will conclude with FSAM and Dexia Crédit Local (the Dexia subsidiary 
which holds the shares in FSAH); only Dexia’s obligations under that put will be 
guaranteed by the States. The States will not be called upon unless Dexia defaults on 
its payments.  
 
Characteristics of the put 
 
The put may be exercised in four scenarios: (A) in the event of the non-payment of 
interest or principal for a covered asset or the write-down of such an asset; (B) in the 
event of default by Dexia under its liquidity commitments towards FSAM; (C) in the 
event of default by Dexia under its obligation to provide in October 2011 the collateral 
needed to ensure compliance with FSAM’s obligations in respect of the GIC; and (D) 
in the event of Dexia’s bankruptcy or a similar situation.  
 
Should one of the above scenarios occur, FSAM will via its agent first of all ask Dexia 
to settle the put, and will subsequently make that request to the States upon expiry of 
certain time limits in the event of default by Dexia or its bankruptcy. The put will be 
exercised on assets at the residual nominal value of those assets. 
 
The States will be reimbursed by Dexia for being called upon under the guarantee (i) 
in cash where the total payments remain less than or equal to USD 4.5 billion and (ii) 
in shares and, where applicable, in profit-sharing bonds, beyond that amount3. 
 

                                                 
3  Where the put is exercised in scenario (C) (collateral default), reimbursement is still in shares or 
profit-sharing bonds. Where the put is exercised in scenario (B) (liquidity default) above the threshold of 
USD 4.5 billion, Dexia may make reimbursement either in cash within a period of six months or in shares or 
profit-sharing bonds. 



Remuneration 
 
The guarantee will give rise to remuneration payable annually by Dexia to the 
Member States of 92 basis points in relation to coverage of the risk of default on the 
assets of the FP portfolio, plus 32 basis points in relation to coverage of the risk of 
Dexia failing to honour its liquidity commitments towards FSAM. 

 
(43) The States maintain that this arrangement is equivalent to a guarantee under which the 

initial losses of up to USD 4.5 billion are to be borne by Dexia. That latter measure 
was the measure announced on 14 November 2008. According to the States, the form 
of the measure developed in order to better comply with French law, to take account of 
the requirements of credit rating agencies and to limit the States’ commitments to what 
is strictly necessary to enable the transaction with Assured Guaranty to be carried out. 

5. Existence of aid within the meaning of Article 87(1) of the Treaty 

5.1 The capital increase 

(44) Luxembourg has stated that, in its view, the measures include no aid (and in particular 
no advantage) since the market price would be paid upon conversion of the loan into 
shares. By contrast, Belgium has stated that the operation involved elements of 
inherent State aid. Insofar as its intervention is concerned, France has reserved its 
position on this issue. 

(45) The Commission is required to examine the interventions in accordance with the 
criteria laid down in Article 87(1) of the Treaty. The Commission considers that it is 
clear that the measures are selective since they concern a single undertaking, the Dexia 
group. Given the size of Dexia and its significance on the Belgian, French and 
Luxembourg markets, together with the fact that, without the interventions, the group 
could have become insolvent, which would have significantly changed the structure of 
the banking market in the three countries, the Commission considers that the measures 
in question affect trade between the Member States. The interventions are clearly 
attributable to the Member States concerned. 

(46) With regard to the criterion of an advantage having been conferred on Dexia, the 
Commission considers that the Member States concerned intervened in circumstances 
in which no private investor would have invested in Dexia on the same terms. The 
argument advanced by Luxembourg that its intervention took place under market 
conditions must also be formally rejected. The conditions under which the loan 
provided could be converted into shares does not alter the fact that, according to 
information provided by the Belgian authorities, Dexia was, under the market 
conditions prevailing at the material time, unable to obtain a subordinated hybrid loan 
to strengthen its own funds. The Commission therefore considers that Luxembourg 
provided a loan on terms which were not acceptable to any creditor on the market. 
Accordingly, Luxembourg conferred an advantage on Dexia Banque Internationale 
Luxembourg SA and, thereby, on the Dexia group. 

(47) The Commission has noted that the interventions by the Belgian State and regions and 
by the French State took place at the same time and under the same conditions as the 
acquisition of holdings by other operators, that is to say Holding Communal SA, CDC, 



CNP, Ethias and Arcofin, which might suggest that the States and regions acted in 
accordance with the principle of the well-informed investor in the market economy, 
which would mean that their interventions cannot be classified as State aid. However, 
a number of circumstances demonstrate that this was not the case.  

(48) Firstly, those operators were already shareholders of Dexia SA and they therefore had 
an interest in protecting the value of their existing shareholdings, unlike the Belgian 
and French States.  

(49) Next, the strictly commercial nature of those operators and of the considerations which 
governed their interventions can be questioned. The shareholders of Holding 
Communal are 589 Belgian communes and provinces4 and it is the local authorities’ 
primary financing vehicle. CDC finances a number of bodies which are typically 
public services (retirement funds, transport, social housing etc.). In derogation from 
ordinary law, it is not subject to the control of the banking commission or the 
Government Shareholding Agency, or to the law on corporation tax, but makes a 
‘voluntary contribution’ to the Treasury. As for CNP, the Caisse des dépôts [Deposit 
Office] is the undertaking’s primary shareholder, with more than 39% of the capital.5 
Initially a public administrative body, managed since 1959 by the Caisse des dépôts, 
the Caisse nationale de prévoyance [National Provident Fund] adopted the status of an 
‘établissement public à caractère industriel et commercial’ (EPIC) [industrial and 
commercial public body] in 1987, and became CNP Assurances in 1992. 

(50) Finally, with regard to Ethias and Arcofin, who between them held 24.5% of the 
shares before the capital increase, their combined investments account for only 8.3% 
of the amount subscribed, which is of no real economic significance. The operation 
therefore falls within the scope of Paragraph 3.3(v) of the Commission publication on 
the application of Articles 87 and 88 of the Treaty to public authorities’ holdings6, in 
accordance with which aid exists. 

(51) The Commission therefore concludes that the interventions of the Belgian State and 
regions and of the French and Luxembourg States constitute State aid within the 
meaning of Article 87(1) of the Treaty. In view of the fact that the other shareholders 
involved in the capital increase are in the nature of State entities, the Commission 
considers that it cannot be ruled out that their interventions also include elements of 
State aid. 

5.2 The bond guarantee and the liquidity assistance (LA) operation 

(52) The Commission established that these measures constitute aid in its decision of 
19 November 2008 and refers to that decision here. 

                                                 
4  Under Article 4 of the memorandum and articles of association of Holding Communal SA, only Belgian 
communes and provinces may be shareholders.  
5  The shareholders of CNP comprise the following: Caisse des dépôts (39.99%), Sopassure (35.48%), 
Public (23.44%), French State (1.09%). Sopassure is a holding company, 50.1% of which is owned by 
La Banque Postale and 49.9% by the Caisses d’Epargne [Savings Banks]. 
6 Bulletin EC 9-1984. 



5.3 The FSA measure  

(53) The FSA guarantee involves State resources and is selective in favour of Dexia. Since 
it is inconceivable that Dexia could have obtained a guarantee on the same terms other 
than through the States, the measure conferred an advantage on Dexia. 

(54) However, the Belgian authorities submitted that the guarantee cannot have an impact 
on trade between Member States: 

(a) Firstly, the FP activity, which benefits from the guarantee, is carried on by a US 
operator (comprising FSAM together with the GIC Companies), primarily for the 
benefit of US clients. It therefore has no impact on the Community market, on which 
that operator is not present. 
 
(b) Secondly, the State guarantee benefits Dexia only insofar as it covers the risks 
incurred by Dexia in relation to the FP activity. In general, the FP activity linked to 
the collection of guaranteed investments of the type concluded by the GIC 
Companies is specific to the US market, and to Dexia’s knowledge no European 
financial institution is present on that market, either directly or via US subsidiaries. 
In these circumstances, the guarantee cannot have conferred on Dexia an indirect 
advantage capable of distorting competition on the Community market. Therefore, it 
should not be regarded as State aid. 

 
(55) The Commission cannot accept that argument. Since the sale of FSA is a key factor in 

reducing Dexia’s risk profile and the measure is an integral – and, in the view of the 
Belgian and French authorities, essential – part of the sale, Dexia’s position is 
strengthened on all the markets on which it operates. The measure therefore has a 
bearing on Dexia’s operations on the Community market.  

(56) Consequently, the Commission considers that the measure constitutes State aid. 

6. Compatibility of the various aid measures 

6.1 The FSA measure 

6.1.1 Legal basis 

(57) This measure forms part of the Dexia restructuring plan notified to the Commission on 
16 and 18 February 2009, in accordance with the commitments made by the 
Member States concerned when the Commission authorised the guarantees for Dexia 
bonds. As stated in that decision, the Commission was unable to confirm the 
compatibility with the Treaty of the entire plan and the associated aid measures on the 
basis of an initial examination. Since FSA as an entity, its sale and the associated 
measure are elements which may be distinguished from the remainder of the 
restructuring plan, the Commission has examined this measure separately. The FSA 
measure was conceived solely with the aim of completing the sale and is limited 
exclusively to the asset portfolio held in FSAM. It can therefore be distinguished from 
the other measures which are associated with the recovery of Dexia in a broader sense 
and in particular from the implementation of the restructuring plan as presented to the 
Commission. The main features of that plan must be implemented after the sale of 



FSA. This analysis is not invalidated by the fact that the other measures, and the 
capital increase in particular, were intended to enable Dexia to incur losses, a 
substantial proportion of which came from FSA. The FSA measure is concerned not 
with those losses – in particular the losses sustained in the sale of FSA because the 
sale price is lower than the value of FSA in Dexia’s accounts – but solely with the 
FSAM asset portfolio. The other measures will in any event be examined in the 
context of the procedure initiated by this decision, relating to the restructuring plan 
which will be implemented, in large part, after the sale of FSA. 

(58) The measure is one of a series of operations intended to remedy a serious disturbance 
affecting in particular the Belgian economy as a whole. Accordingly, the Commission 
has previously considered, in its communication of 13 October 2008 (‘the 
Communication’)7, that the current circumstances on the financial markets, and their 
possible consequences for the economies of the Member States, mean that 
Article 87(3)(b) may serve as a legal basis for the approval of aid measures intended to 
resolve this systemic crisis. It considers that the compatibility of this aid must be 
analysed on the basis of Article 87(3)(b) of the Treaty.  

(59) As the Commission has already previously stated in the Communication, that analysis 
requires that the measure be appropriate, necessary and proportionate. These three 
general principles of the Community rules on State aid apply to all aid approved under 
Article 87(3). In the Community guidelines on State aid for rescuing and restructuring 
firms in difficulty8 (‘the guidelines’), to which reference is made in the 
Communication, the Commission explained how it applies the abovementioned 
general principles in the case of aid intended to rescue or restructure a firm in 
difficulty. The Commission draws on the principles set out in the guidelines and sets 
out certain criteria for the assessment of measures taken in favour of financial 
institutions, in the context of the global financial crisis. As a restructuring measure for 
a firm in difficulty, the FSA measure may be examined in accordance with those 
Guidelines.  

(60) Point 16 of the guidelines states that measures which need to be implemented 
immediately to stem losses, including structural measures (for example, immediate 
withdrawal from a loss-making field of activity), can be undertaken with rescue aid, 
subject to application of the conditions concerning rescue aid. The Commission 
considers that this provision envisages the implementation of structural measures 
without the authorisation of a complete restructuring plan, provided that those 
measures are urgent and that they contribute to resolving on a permanent basis the 
difficulties experienced by the recipient firm. More specifically, it envisages measures 
which, irrespective of the nature of the solution (restructuring, liquidation, sale etc.), 
are necessary given the situation of the firm in question. 

(61) The Commission must next establish whether the aid measure associated with the sale 
of FSA to Assured Guaranty can be regarded as appropriate, necessary and 
proportionate to stem the firm’s losses and to help it to keep afloat until its 
restructuring plan has been examined, in accordance with point 16 of the guidelines. 
Accordingly, in order to reach a conclusion on this measure, in view of the doubts 

                                                 
7 Communication on the application of State aid rules to measures taken in relation to financial institutions in the 
context of the global financial crisis, OJ C 270, 25.10.2008, p. 8. 
8 OJ C 244, 1.10.2004, p. 2. 



entertained by the Commission concerning a number of aspects of the restructuring 
plan (see 6.2 below), it would be necessary to establish that the measure satisfies those 
three criteria irrespective of any decision arising from the examination procedure 
initiated by this decision. If this is the case, the findings of the Commission on the 
FSA measure in no way prejudge that procedure or that examination of the 
restructuring plan9. In the context of that analysis, it must be borne in mind that a 
negative decision on the restructuring plan and on the other associated aid cannot be 
ruled out at this stage. Point 25 of the guidelines provides that, alongside restructuring, 
a liquidation plan is also an option to conclude the rescue stage for a firm in difficulty. 

(62) The Commission further observes that the measure safeguards the value of certain 
assets, which include a substantial proportion of securities linked either directly or 
indirectly to the US real estate sector whose rating and/or market value have worsened 
significantly as result of the current crisis. The FSA measure therefore falls within the 
scope of the Commission Communication on the Treatment of Impaired Assets in the 
Community Banking Sector (‘the Impaired Assets Communication’)10, even though its 
primary objective is to allow the operation consisting in the sale of FSA to be 
realised11.  

6.1.2 Assessment of the FSA measure in the light of the abovementioned texts 

6.1.2.1 Compatibility with point 16 of the guidelines 

(63) The FSA guarantee is indeed a structural measure which allows Dexia to end its 
exposure to an activity which has been the source of substantial losses. Given the scale 
of those losses (EUR 5.7 billion for 2008), the need for such a solution may be 
regarded as urgent. The measure taking the form of a counter-guarantee in favour of 
Dexia covering all Dexia’s obligations towards FSAM under the put can be equated 
with a guarantee, which is one of the instruments advocated as rescue aid. Even 
though the duration of the guarantee (that is to say the period during which the 
guarantee can be called) exceeds the period for examining the restructuring plan, 
contrary to points 25(a) and 26 of the guidelines, the Commission accepts, in 
accordance with the footnote on page 15 of the guidelines and in the context of the 
application of Article 87(3)(b), that measures of a more structural nature, and in 
particular recapitalisation, may serve as rescue aid, subject to either the winding-up of 
the bank in question or a thorough and far-reaching restructuring12. However, the 
Commission has already received a restructuring plan and is examining it in the 
context of the procedure initiated by this decision. 

6.1.2.2 Compatibility with the general principles set out in paragraph 59 above 

(64) The Commission considers that the measure is appropriate since it allows Dexia to sell 
the FSAH shares and therefore part with the credit enhancement activity. The 

                                                 
9 Including the examination of elements of the FSA measure which are still to be examined in the light of the 
Impaired Assets Communication, see following paragraph. 
10 Adopted on 25 February 2009. 
11 According to the French and Belgian authorities, taking into account the other aid provided to Dexia, Dexia is 
able to bear the risks associated with the FSAM portfolio without the FSA guarantee. That guarantee is therefore 
a necessary measure which is intrinsically linked exclusively to the operation consisting in the sale of FSA. 
12 Communication from the Commission — The recapitalisation of financial institutions in the current financial 
crisis: limitation of aid to the minimum necessary and safeguards against undue distortions of competition, 
OJ C 10, 15.01.2009, p. 2, paragraph 44. 



Commission also considers that it is necessary since, as described above, none of the 
potential acquirers of FSA were willing to take over the financial products activity. 
Moreover, the Commission considers that, whatever the solution adopted by Dexia 
following the Commission’s examination of the restructuring plan submitted by the 
Member States, FSA must be separated, since the activity in question is clearly 
separable from the rest of the undertaking. Even if Dexia were liquidated, the same 
constraints concerning the potential acquirers of FSA would remain. Even in the case 
of a negative decision on the restructuring plan (which could mean that other aid 
measures, and in particular the State guarantees for Dexia’s bonds, would not be 
compatible with the common market), and even if Dexia were liquidated, it is 
inevitable that a specific solution for the FSA subsidiary must be found. As already 
noted (Section 4.4 above), Dexia has examined options other than the sale and they 
seem considerably less advantageous, to the point of threatening Dexia’s solvency and 
thereby affecting its financial stability. There is no reason to believe that those 
circumstances would be different following the investigation procedure. 

(65) In terms of proportionality, the Commission accepts that the fact that the guarantee 
covers only the assets of FSAM is proportionate to the objective pursued, in particular 
the successful sale of FSA.  

(66) The Commission is therefore able to conclude that the measure is appropriate and 
necessary and that the fact that the guarantee covers only the assets of FSAM is 
proportionate to the objective pursued. That conclusion is irrespective of any decision 
resulting from the examination procedure initiated by this decision and therefore does 
not prejudge that procedure or the outcome of the examination of the restructuring 
plan.  

6.1.2.3 Compatibility with the Impaired Assets Communication 

(67) According to that communication and in particular Annex II thereof, a measure 
providing a State indemnity against any losses related to impaired assets is a possible 
form of aid. The form of the measure is therefore compatible with the communication. 
For the purposes of evaluating the measure, the communication lays down five 
specific criteria.  

(68) First, it requires appropriate identification of the problem and of the options examined 
to resolve it, as well as ex ante transparency and valuation of the assets in question by 
independent experts validated by the supervisory authority, in accordance with the 
valuation criteria set out in the communication. It also requires an examination of the 
bank’s activities and balance sheet in order to assess whether it is sufficiently 
capitalised and its prospects for future viability. Secondly, it provides for burden-
sharing of the costs related to impaired assets between the States, shareholders and 
creditors of the institution in question. Thirdly, it proposes that the incentives for 
banks to participate in a measure should be aligned with public policy objectives. It 
then proposes a common approach on the eligibility of assets for the measures, and 
finally it lays down the manner in which the assets in question should be valued. 

(69) In the case of the FSA measure, the Commission notes some positive factors in 
relation to the first criterion. Dexia was very transparent vis-à-vis the Member States 
concerned as regards the assets held in FSAM, which were subject to several expert 
valuations. Moreover, the Belgian and French authorities state that in their notification 



of the Dexia restructuring plan and the annexes thereto they provided the Commission 
with all the information in their possession based on an in-depth examination of 
Dexia’s situation, in particular its capital adequacy and its prospects of returning to 
viability. The Belgian and French authorities undertook to initiate a complete and 
regular examination of the risks associated with Dexia’s activities, of its capital 
adequacy in terms of those activities and of the bank’s prospects of returning to 
viability, and in general, to take all the necessary steps to enable the restructuring plan 
to be approved and its implementation then to be followed up. 

(70) With regard to the second criterion, namely burden-sharing of the costs related to the 
assets in question, the Commission notes that the initial losses of up to USD 4.5 billion 
are to be borne by Dexia and it is therefore only above that amount that the States 
must bear the full burden of the guarantee. That amount represents more than 25% of 
the total nominal value of the portfolio assets, and more than 36% if the assets 
excluded ab initio from the guarantee are deducted from the denominator13. Those 
figures exceed the minimum of 10% stipulated in paragraph 24 of the Impaired Assets 
Communication. It should be noted that according to the guarantee mechanism, in the 
event of default by Dexia, even those initial losses are covered by the States, but that 
they are entitled to immediate reimbursement in cash by Dexia. The Member States 
have undertaken to exercise their rights or, where exercising those rights may have a 
systemic effect on the Belgian and/or French – or even European – economies, notify 
the European Commission as soon as possible of any planned alternative measure. 

(71) Beyond that amount, the Member States are to be reimbursed in securities issued by 
Dexia, either in the form of ordinary shares or profit-sharing bonds remunerated at the 
rate derived from the sum of (a) the rate on Government bonds when the securities are 
issued (b) 3% and (c) 5 times the median of the CDS spreads calculated over the 
period from 1 January 2007 to 31 August 2008. 

(72) As noted below, the Commission has not been able to establish, at this stage, the 
current real economic value (REV) of the insured portfolio, or consequently whether 
the initial losses to be borne by Dexia exceed the level of financial losses already 
incurred and therefore include future losses in respect of the current REV. However, 
the fact remains that those initial losses represent real reductions in value to be entered 
in Dexia’s accounts in relation to the nominal value of the assets. Before the crisis, 
that value approximated the market value. From that perspective, the figure of 25% of 
the total nominal value of the assets in the portfolio is substantial. The Commission 
also notes that the losses exceeding that amount are offset by securities, which 
represents for Dexia, as a company listed on the stock exchange, a real additional 
burden. In the circumstances of the case (given also that the measure was conceived 
for the purpose of selling FSA rather than cleaning up Dexia’s balance sheet, and 
envisaged long before the Impaired Assets Communication was drawn up), the 
Commission can accept that the measure at issue satisfies that criterion. 

(73) With regard to the third criterion, the Commission takes a positive view of the fact that 
Dexia has committed itself to behavioural constraints, as required by Section 5.3 of the 

                                                 
13 It should be noted that the losses on the excluded assets which are incurred by Dexia under the guarantee that 
it provided to FSAM form part of the initial losses under the State guarantee. The assets excluded from the FSA 
measure are therefore not entirely segregated. 



Communication and as is clear from the decision of 19 November 200814. That said, 
the Commission is not in a position to determine whether they are still adequate, since 
that is a factor to examine in the context of the restructuring plan. 

(74) With regard to the fourth criterion, relating to the eligibility of the assets, the 
Commission has already noted that FSAM’s asset portfolio includes a substantial 
proportion of securities linked directly or indirectly to the US real estate sector whose 
rating (initially of a very high quality overall) and/or market values have significantly 
deteriorated as a result of the subprime credit crisis and the present global financial 
crisis. The Commission considers that that type of asset is precisely the kind which is 
contemplated by the Impaired Assets Communication and therefore concludes that that 
criterion is satisfied. In accordance with the provisions of the Communication, the 
assets covered by the guarantee are currently impaired assets and were included in the 
bank’s balance sheet prior to the announcement of the guarantee. They are assets held 
by FSAM on 30 September 2008 and therefore in any event before the end of 2008. 
The Commission therefore considers that the fourth criterion of the Communication, 
concerning the eligibility of the assets, is satisfied. 

(75) With regard to the fifth criterion, the valuation of the assets and the remuneration for 
the guarantee, the Commission has taken due note of the valuations carried out by 
Dexia and by independent experts on behalf of the Member States, which have stated 
inter alia that the expected portfolio losses are lower than the amount which must be 
borne by Dexia itself. The Commission also notes the remuneration which has been 
agreed between the States and Dexia for the guarantee. 

(76) However, in the light of the information provided, the Commission is at this stage 
unable to confirm whether the valuation of those assets satisfies the methodological 
principles set out in Annex I to the Communication, or whether the remuneration 
(including by means of securities to be issued by Dexia beyond the initial losses of 
USD 4.5 billion) is appropriate. It notes in particular that the national supervisory 
authorities have not yet confirmed whether the experts’ method of valuing those assets 
is appropriate. The Commission has also noted that the assumptions underlying the 
valuations provided by Dexia and by the Member States diverge from those used in 
other analyses. If the level of the initial losses to be incurred by Dexia proves to be 
inadequate in relation to the REV ultimately accepted by the Commission, this should 
be reflected in the level of remuneration for the guarantee.  

6.1.3 Conclusion as regards the FSA measure 

(77) The Commission concludes that the guarantee provided to Dexia by the States in 
connection with FSA and in particular covering FSAM’s assets complies with the 
principles of point 16 of the guidelines (on aid for rescuing and restructuring firms in 
difficulty), as a necessary, appropriate and proportionate structural measure which 
must be implemented as a matter of urgency even before the restructuring plan is 
examined. Following its examination according to the criteria of the Impaired Assets 
Communication, the Commission accepts that the guarantee as such and its coverage 
in terms of assets and the burden-sharing of the costs between Dexia and the 

                                                 
14 In that regard, the Commission points out that Dexia’s commitment to limit the growth of its balance sheet (as 
compared with the position as at 30 June 2008) is limited by the average GDP growth of Belgium, France and 
Luxembourg during 2007, and not GNP growth as stated in the decision of 19 November 2008. 



Member States are compatible with the common market. The valuation of the assets 
and the remuneration for the guarantee, including that in the form of the securities to 
be issued by Dexia beyond the initial losses, are still to be ascertained. 

(78) The Commission intends to conduct that examination in the context of the procedure 
initiated by this decision. The Commission therefore confirms that the decision not to 
raise objections to the guarantee per se in no way prejudges the fact that certain 
aspects of the measure, in particular the valuation of the assets and the remuneration, 
are still to be determined in the light of the Impaired Assets Communication, in the 
more general context of the assessment of the restructuring plan which will be 
examined below. The measure will also be included in the assessment of that plan, in 
particular as regards the total amount of aid provided to Dexia. That approach is 
entirely consistent with the Impaired Assets Communication and in particular point 41 
thereof, which provides that even in the case of the overvaluation of the assets 
concerned, a measure may be accepted if it is accompanied by far-reaching 
restructuring and the introduction of conditions allowing the recovery of that surplus 
aid. The investigation procedure which is initiated by this decision and the 
examination of the restructuring plan allow the introduction of such conditions should 
they be deemed necessary. 

(79) However, the Commission considers that it is appropriate, for reasons of legal 
certainty and of protecting third parties, to point out that that valuation cannot call into 
question the authorisation of the guarantee as such, or its coverage in terms of assets 
and the burden-sharing of costs between Dexia and the Member States. The existence 
of the guarantee, the portfolio of assets covered and the level of the initial losses 
incurred by Dexia therefore fall outside the scope of the procedure initiated by this 
decision. Even if some of the aid to Dexia is deemed incompatible, in the context of 
the overall examination of the restructuring plan, the Commission would draw the 
appropriate conclusions concerning Dexia in terms of the amount of aid to recover, the 
scope of the compensatory measures imposed etc., but would not call into question the 
State guarantee to Dexia as such, or its coverage in terms of assets and the 
burden-sharing of costs between Dexia and the Member States. In the context of that 
procedure, however, the Commission will examine whether certain aspects of the 
measure, in particular the valuation of the assets and the remuneration for the 
guarantee, are compatible with the Impaired Assets Communication.  

6.2 The other measures and the restructuring plan 

(80) The other aid measures dealt with in this decision (the capital increase, the extension 
of the bond guarantee and the LA operation) are directly linked to the implementation 
of the restructuring plan notified on 16 and 18 February. Their compatibility with the 
Treaty is therefore still to be examined in the context of that plan, in the light of the 
aforementioned provisions of the guidelines and in particular the provisions 
concerning restructuring aid. As also noted, the Commission explained in the 
guidelines how it applies the general principles, namely that aid must be appropriate, 
necessary and proportionate in the case of aid intended to rescue or restructure a firm 
in difficulty, and is guided by that document when examining measures which are 
taken in relation to financial institutions in the context of the global financial crisis.  



(81) Section 3.2 of the guidelines provide that a plan must satisfy three basic criteria: 
restoration of long-term viability, avoidance of undue distortions of competition, and 
limitation of the aid to the minimum with a real contribution to restructuring costs, 
free of aid, by the aid recipient. 

6.2.1 Restoration of long-term viability 

(82) In terms of current results, the sale of FSA will allow Dexia to reduce its exposure on 
public sector bonds and asset-backed securities (ABS), which had total impairments of 
EUR 1.5 billion as at 30 September 2008. However, the group will remain exposed to 
potential losses linked to FSAM’s asset-management activities and to the exposure of 
the GIC companies, which represent another source […] of losses for Dexia. 
According to the stress scenarios submitted to the Commission, dated July 2008, the 
potential losses on those activities could amount to an additional EUR […] to 
EUR […] billion. 

(83) As already noted in the decision of 19 November 2008, the change in the financial 
markets created a liquidity crisis for Dexia which threatened its very existence. During 
the preliminary examination of the restructuring plan, the Commission focused 
particularly on the issue of liquidity and on how Dexia proposed to reduce and then 
end its dependence on financing from the public authorities. 

(84) During the second half of 2008, as a consequence of the drying-up of its traditional 
sources of liquidity, Dexia was faced with a substantial differential between its 
resources and its long-term liabilities (liquidity gap). That differential had to be 
eliminated by means of short-term financing obtained from central banks, on the one 
hand, and the bond guarantee provided by the Member States, on the other hand. 
Dexia’s present objectives are to reduce its short-term financing needs by 
EUR 100 billion (as compared with the situation in November 2008). Dexia takes the 
view that that objective can be attained from the end of 2010. 

(85) As a result of exceptional measures, Dexia succeeded in reducing its liquidity gap and 
the overall situation improved at the start of 2009. At the end of 2008, the short-term 
refinancing need was reduced to EUR 14.5 billion: Dexia states that in the fourth 
quarter of 2008 it sold EUR 3.5 billion of bonds and that EUR 11 billion of additional 
reserves were obtained by means of liquidity-optimisation measures. 

(86) For 2009, Dexia plans additional efforts amounting to EUR […] billion, comprising 
the following: 

- EUR […] billion from the sale of bonds; 
- EUR […] billion by way of deposits and the long-term refinancing plan; 
- EUR […] billion from liquidity-optimisation measures; 
- reduction in commercial turnover making it possible to reduce the liquidity 

requirement by EUR […] billion. 
 
(87) By the end of 2009, those measures as a whole will reduce the total liquidity gap by 

EUR [50-70] billion, which nonetheless remains far from the planned target of 
EUR 100 billion by the end of 2010. The Commission notes the effects of the 
transformation of PWB’s activities on the financing requirements of the group but 
entertains doubts as to the mechanisms for achieving a reduction in the liquidity gap of 



EUR 100 billion. Indeed, the assumptions underlying the planned changes in Dexia’s 
balance sheet are not clear: for example, Dexia anticipates a EUR […] billion 
reduction of its bond portfolio (CSP and PSP portfolios), amounting to EUR […] 
billion derived from asset sales and EUR […] billion from bonds reaching maturity; a 
further reduction of EUR […] billion (EUR […] billion of which from the sale of 
assets) is predicted in 2010 and a further EUR […] billion (EUR […] billion of which 
from the sale of assets) in 2011. The Commission has doubts as to the realisation of 
those assumptions, which presuppose (i) a return to normal market conditions from 
2009 and (ii) the orderly sale of assets. Neither of those conditions seems to be assured 
at this stage. In particular, it does not seem certain that the planned asset sales can be 
carried out without disturbing that market in the light of the systemic nature of Dexia 
on the debt market of some European States. 

(88) Accordingly, the Commission entertains doubts as to Dexia’s capacity to satisfy, 
during 2009, the refinancing conditions which would enable it to dispense with the 
guarantee of the Member States concerned. Those doubts are also confirmed by 
Dexia’s request to continue to be covered by the Member States’ guarantee until 
31 October 2009 or even until October 2010. 

(89) Furthermore, the market research provided by Dexia on the public-sector financing 
sector does not make it possible to determine the main features of developments on 
that market in the context of the present crisis. Indeed, a number of issues now 
characterise that market: firstly, the impact of the crisis will reduce local authority 
resources and, secondly, the public sector will be the main instrument of Government 
recovery plans; it is therefore difficult, at present, to anticipate which effect will 
prevail. 

(90) Finally, it must be pointed out that the liquidity difficulties affecting Dexia derive 
from an excess of short-term financing in relation to its asset profile. In order to ensure 
stable financing and a viable future, the Commission takes the view that Dexia must 
seek sounder and longer-term sources of financing. It is in that context that the 
Commission has doubts as to the compatibility of the proposal to maintain the 
guarantee premium rate of 25 basis points for the guarantee for the bonds with a 
maturity of less than one month, as opposed to 50 basis points, in accordance with the 
recommendations of the European Central Bank, beyond that period. The Commission 
doubts that that proposal is sufficient to encourage Dexia to seek longer-term sources 
of financing, a prerequisite for its return to viability. 

(91) In conclusion, the Commission considers that in the light of the submitted 
restructuring plan and in particular of the planned measures and the basic assumptions 
made, it is not at this stage established that, in terms of its business model, Dexia can 
be restored to viability, free of aid, within a reasonable period of time.  

6.2.2 Avoidance of undue distortions of competition and compensatory measures 

(92) The Commission recalls that according to points 38 et seq. of the guidelines, 
compensatory measures to offset aid are necessary in order to ensure that the adverse 
effects on trading conditions are minimised as much as possible. In that regard, the 
Commission acknowledges the importance of the efforts put in place by Dexia to 
reduce the size of its balance sheet: the sale of FSA, the transformation of the PWB 
and TFM activities and the reduction in the size of the bond portfolio. However, the 



achievement of those efforts, in particular as regards the reduction of the bond 
portfolio, remains dependent on a return to normal market conditions, as stated above. 
Moreover, the Commission has some reservations as to the possibility of accepting the 
announced activity-reduction measures as compensatory measures since, with regard 
for example to the sale of FSA, they seem in any event to be necessary to restore the 
group’s viability. 

(93) Furthermore, the Commission also has doubts as to the compatibility of the plan with 
the criteria referred to in points 38 et seq. of the guidelines, which state in particular 
that restructuring measures may include the sale of assets, reductions in market share 
and the lowering of entry barriers. Indeed, Dexia plans to increase its provision of 
credits to the public sector on certain markets, in particular Belgium, where Dexia’s 
market share is already [more than 60]%. Dexia Crédit Local (a wholly-owned 
subsidiary of Dexia) has also notified the Commission, in accordance with the rules on 
mergers, of its project to increase to 100% its holding in its subsidiary Dexia 
Kommunalkredit Bank AG, until now 50% co-owned with Kommunalkredit Austria 
AG. Those measures intended to increase the group’s activities on certain markets do 
not seem, in the Commission’s view, entirely compatible with the conditions set out in 
points 38 et seq. of the guidelines. 

6.2.3 Dexia’s participation 

(94) The Belgian and French States take the view that Dexia’s participation in the 
restructuring plan exceeds the total amount of aid which they have granted to it: 

- The liquidation of Dexia’s entire bond portfolio would result in a 
EUR 158 billion reduction in its balance sheet (initially, however, the group is 
contemplating a disposal limited to EUR 20 billion by 2010-2011); 

- The transformation of the financing activities for local authorities and for 
businesses should also lead to a EUR 25 billion reduction in the total balance 
sheet in 2010-2011; 

- In 2009, the new long-term turnover should be EUR 60 billion less than that in 
2007; 

- The sale of FSA represents a loss of EUR 1.7 billion for Dexia; 
- Dexia is guaranteeing the initial tranche of losses on the assets of FSAM and 

the GIC Companies amounting to USD 4.5 billion. 

(95) In absolute terms, Dexia’s contribution thus amounts to EUR 240 billion. That amount 
is higher than the support totalling EUR [170-210] billion provided by the 
Member States concerned (EUR 6.4 billion in respect of the group’s recapitalisation, 
EUR 150 billion under the guarantee for Dexia’s liabilities, EUR […] billion by virtue 
of the liquidity assistance and USD 16.5 billion under the guarantee for FSAM’s assets 
and payments in respect of the GIC companies). 

(96) The Commission must express its reservations concerning the calculation of Dexia’s 
total contribution. Firstly, that calculation depends on Dexia’s ability to dispose of its 
bond portfolio within a reasonable period of time. However, for the reasons set out 
above, the liquidation of Dexia’s entire bond portfolio is neither possible nor desirable, 
for reasons of stability of the debt market of certain States. Accordingly, for 
2010-2011, Dexia plans to reduce the size of its balance sheet by EUR 45 billion 
(EUR 25 billion by virtue of the transformation of its local authority financing 



activities and EUR 20 billion by virtue of the disposal of part of its bond portfolio), or 
7% of the group’s total balance sheet as at 30 September 2008. A large part of its bond 
portfolio (more than EUR 100 billion) has in fact been reclassified in the bank’s 
accounts from AFS (available for sale) or from the trading book to loans and 
receivables, implying a longer-term holding. The average maturity of those assets is 
11.5 years. The disposal of them in the near future is not, therefore, to be expected. 

(97) The Commission also has doubts as to the proposal that a new drop in long-term 
turnover in 2009 in relation to that of 2007 can be regarded as a real contribution by 
Dexia within the meaning of the guidelines, which must indicate that the markets 
believe in the feasibility of a restoration of viability. Indeed, as already noted, the 
liquidity difficulties affecting Dexia derive from a surplus of short-term financing in 
relation to its asset profile. A new drop in long-term turnover is entirely to be expected 
of Dexia for it to return to viability. 

(98) With regard to the total amount of aid granted to Dexia, the Commission has already 
noted that the aid element inherent in the FSA measure falls with the scope of the 
analysis of the aid. The Commission has also noted that it falls within the scope of the 
Impaired Assets Communication. The elements of that measure which are approved by 
this decision cannot be called into question for reasons linked to the compatibility 
criteria set out in the Communication. Nevertheless, the Commission would point out 
that it will take into account, in its analysis of the total amount of aid granted to Dexia, 
the Impaired Assets Communication, in particular the provisions relating to the 
transparent valuation of the aid and the remuneration by the recipient towards the costs 
of the operation. 

(99) The Commission therefore expresses reservations as to Dexia’s contribution in the 
light of the aid granted by the Member States concerned. 

6.2.4 Conclusion as to the restructuring plan and the associated measures 

(100) The Commission is therefore unable to accept that the restructuring plan and the 
associated measures, that is to say the capital increase, the continuation of the bond 
guarantee up until 30 October 2010 (and the continuation of the rate of 25 basis points 
for the bonds maturing in less than one month) and the LA operation, are compatible 
with the common market. 

(101) Having regard to the foregoing considerations, the Commission invites Belgium, 
France and Luxembourg, in the context of the procedure under Article 88(2) of the 
EC Treaty, to submit their comments and to provide any information appropriate for 
evaluating the plan and that aid within one month of the date of receiving this letter. It 
hereby invites your authorities immediately to forward a copy of this letter to the 
potential recipient of the aid. 

6.3 Conclusion 
 
(102) The Commission is therefore initiating the procedure pursuant to Article 88(2) of the 

Treaty establishing the European Community in respect of the valuation of the assets 
and the remuneration for the FSA measure, as well as the other measures (capital 
increase, extension of the bond guarantee and the LA operation) in the context of the 



restructuring plan. The Commission raises no objections to the FSA measure in the 
terms set out in paragraphs (77) to (79) above. 

 
The Commission reminds Belgium, France and Luxembourg of the suspensory effect of 
Article 88(3) of the EC Treaty and refers to Article 14 of Council Regulation (EC) 
No 659/1999, which provides that all unlawful aid may be recovered from its recipient.  
 
The Commission hereby warns Belgium, France and Luxembourg that it will inform 
interested parties by publishing this letter and a 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 publishing a notice in the EEA Supplement to the 
Official Journal, and 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. 
 
If this letter contains confidential information which should not be disclosed to third parties, 
please inform the Commission within fifteen working days of the date of receipt. If the 
Commission does not receive a reasoned request by that deadline, you will be deemed to 
agree to the disclosure to third parties and to the publication of the full text of the letter in the 
authentic language on the Internet site:  
http://ec.europa.eu/community_law/state_aids/index.htm. 
 
 
Your request should be sent by registered letter or fax to: 
 
• European Commission 

Directorate-General for Competition 
State Aid Registry 
SPA 3 6/5 
B-1049 BRUSSELS 
stateaidgreffe@ec.europa.eu  

 
 
Yours faithfully, 
 
 

For the Commission 
 
 
 
 

Neelie KROES 
Member of the Commission 

http://ec.europa.eu/community_law/state_aids/index.htm
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