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Sir, 
 
 
1 Procedure 

1. On 26 January 2009 the Danish authorities notified to the Commission their plan to set 
up a scheme to support long term export credits (hereinafter "the ELO scheme"). 

 
2. After informal discussions with the Commission services, the Danish authorities took 

the initiative to withdraw the notification on 13 March 2009 on the ground that the 
measure does not constitute aid. 

 
3. In parallel, the scheme was notified by the Danish authorities to the OECD according 

to the OECD Arrangement on Officially Supported Export Credit (hereinafter "the 
OECD Arrangement")1. There were no objections to the OECD procedure and the 
scheme was introduced by Danish authorities on 17 March 2009. 

 
4. The Commission asked the Danish authorities to provide further information on the 

scheme on 18 November 2009 (ex officio case). The Danish authorities provided 
further information during several conference calls, a meeting of 16 December 2009 
and letters of 7 December 2009, 18 December 2009 and 29 January 2010.  

 
2. Description of the scheme 
 

Situation on the export credit market 
 

5. The Danish market for financing of export credits is dominated by foreign banks. The 
financial crisis has led many banks to scale down their export lending activities 

                                                 
1 OECD, July 2009 (TAD/PG/(2009)21) 
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[…]*and some major foreign banks have decided to close their local operation 
branches in Denmark ( […] ). 

 
6. Albeit the widespread State support for banks during the crisis both in Europe and the 

US, banks have not restored their appetite for large long maturity loans (typically the 
case of export loans). The banks' restricted activity in long term export loans is due to 
a general unwillingness in committing funding for maturities longer than 3 to 5 years 
rather than a matter of risk aversion, since these loans are guaranteed by the Danish 
State-owned export finance agency, Eksport Kredit Fonden (EKF).  

 
7. With the abrupt and widespread stop of liquidity for export transactions, the Danish 

government introduced the ELO scheme, a temporary export lending facility that 
supplies the Danish exporters2 and their customers with the required liquidity to 
continue trading. 

 
Design of the ELO scheme 

8. The ELO scheme provides financing on commercial terms for clients of Danish 
exporters in compliance with the OECD Arrangement.  

 
9. The ELO scheme is administered by the Danish State-owned export finance agency 

EKF on behalf of the State. The EKF does neither have the capacity nor the legal basis 
to act as a bank. Therefore the ELO scheme is dependent on using the existing Danish 
or international banks active within long maturity export finance as agents.  

 
10. The ELO scheme is limited to an equivalent of DKK 20 billion (about EUR 2.7 

billion3) and is available for loan applications until 31 December 2011. Loans under 
the scheme will be medium and long term loans (i.e. with a tenor of 2 years or more)4. 
Further, loans are guaranteed for 90%-95% of their amount by EKF, the residual risk 
being borne by the agent bank. 

 
11. Structure of the ELO scheme in chronological order: 
 

- The Danish exporter negotiates commercial contracts and identifies situations 
where his client is in need of financing to close the contract; 

 
- The Danish exporter and/or the client mandate one or more banks to arrange 

and structure a financing package for the project; 
 

- If banks' tightened lending policy restricts them from financing the project 
themselves, they can enter into an agreement with EKF/ELO for a later 
assignment of the loan to EKF/ELO (i.e. for a sale of the loan to EKF/ELO);  

 
- EKF/ELO provides the bank with the minimum terms and conditions, 

including minimum pricing, at which it accepts a later assignment of the loans; 

                                                 
* Covered by the obligation of professional secrecy. 
2 i.e. any firm having economic activities in Denmark including Danish subsidiaries of foreign companies. 

3  1 EUR = 7.40741 DKK 
4  In practice most of the loans have tenors between 5-15 years (and even 18 years for windmill financing) 

depending of the sector and/or the importing country and in line with the OECD Arrangement.  
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- The bank arranges the loan documentation with the client; 
 
- When the loan documentation is signed between the client and the bank, an 

assignment agreement is signed at the same time transferring the loan from the 
bank to EKF/ELO. Hence, EKF/ELO takes over all rights and obligations of 
the lender; 

 
- The original lender (the agent bank) functions throughout the maturity of the 

loan as agent (monitoring, handling funds flows in connection with interest 
payments and instalments). 

 
12. If the agent bank should come in a default situation, EKF/ELO can replace the agent 

with another qualified bank. 
 

13. Pricing mechanism: 
 
- Pricing of funding and risk is calculated by the EKF on a loan by loan basis.  
 
- As a minimum, the pricing of funding and risk must always be sufficient to 

cover the State's own funding costs and EKF's costs (i.e. Danish central bank's 
funding cost approximately CIBOR + Danish central bank's fee + EKF/ELO 
administration fee + swap cost). 

 
- Benchmarking is always done by EKF to market prices (e.g. similar loan types, 

borrower's public rating or interest rate on debt issued recently by the 
borrower). 

 
- The final price of funding and risk is always benchmarked by EKF to the 

reference rate methodology of Commission Communication (2008/C14/02) 
(hereinafter "the Reference Rate Communication")5. A downward deviation 
from this is only accepted if there are very clear market benchmarks6 
indicating lower prices. If the market benchmarks indicate a higher price, EKF 
will use the higher price. 

 
- In addition to the above pricing, the agent bank can charge fees for the 

arrangement, administration and handling of the loan as well as a risk premium 
on their own risk participation.  

 
- EKF/ELO requires full insight in the final pricing including agent bank's fees 

and advises clients to work, whenever possible, with several banks in order to 
achieve the lowest agent fee. 

 

                                                 
5  Communication from the Commission –on the revision of the method for setting the reference and discount 

rates (OJ C 14 of 19.01.2008, p.6) 
6  A deviation can only be accepted if EKF can find two market indicators not older than three months (f.i. 

debt issued by the same obligor or by similar obligors). If data not older than three months is not available, 
EKF would use the latest available data adjusted with the use of market curves to ensure a level 
corresponding to levels of the latest three months. In the specific case of project finance in high income 
OECD countries (including euro zone countries) a downward deviation is allowed if the price set by the 
private lenders for the loan syndication is lower (according to OECD rules EKF can only participate with a 
maximum of 35% to 50% in project finance, which means that other lenders participate to the loan). 
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2 Assessment of the scheme  
 
2.1 Existence of aid 

14. As set out in Article 107(1) of the Treaty on the Functioning of the European Union7, 
any aid granted by a Member State or through State resources in any form whatsoever 
which distorts or threatens to distort competition by favouring certain undertakings or 
the production of certain goods shall, in so far as it affects trade between Member 
States, be incompatible with the internal market, save as otherwise provided. 

a) Aid to the bank 
 

15. The banks purely act as agents in the scheme. Given that the EKF does not have the 
capacity nor the legal basis to act as a bank, the ELO scheme is dependent on using 
banks having experience with long maturity export finance as agents. 

 
16. EKF is in charge of credit approvals including pricing and provides the bank with the 

minimum terms and conditions at which it accepts the assignment of the loan. The 
EKF always benchmarks the pricing of loans to market prices hence allowing for 
market conform prices. In addition to EKF's pricing, the agent bank can charge fees 
for the arrangement, administration and handling of the loan as well as a risk premium 
on their own risk participation (limited to 5% to 10% of the total loan amount). 
EKF/ELO requires full insight in the final pricing including agent banks' fees. In 
addition, given its role as the Danish State-owned export finance agency; the EKF has 
a far reaching experience in the assessment of export credit and should adequately 
assess and price loans granted through ELO. 

 
17. The ELO scheme is open to all Danish and international banks active in the long 

maturity export finance business. In addition, EKF/ELO advises clients to work, 
whenever possible, with several banks in order to achieve market conform pricing, i.e. 
to avoid that a bank charges excessive agent fees. 

 
18. Based on the above, the Commission considers that ELO does not entail benefits for 

participating banks as they act on a pure agent basis and hence receive only a normal 
market priced remuneration paid by the borrower for their agent services.  

 
b) Aid to the borrower 
 

19. The Reference Rate Communication indicates "Within the framework of the 
Community control of State aid, the Commission makes use of reference and discount 
rates. The reference and discount rates are applied as a proxy for the market rate (…)." 
The Commission has confirmed recently that it will continue to use the reference rate 
as the main indicator to assess aid in loans. (Section 4.4.1 of the Temporary 
Framework8 repeats that "If Member States apply the calculation method of the 
reference and discount rates established in the Commission communication (...), the 
interest rate does, in principle, not contain State aid.") 

 
                                                 
7  With effect from 1 December 2009, Articles 87 and 88 of the EC Treaty have become Articles 107 and 108, 

respectively, of the TFEU. The two sets of provisions are, in substance, identical. For the purposes of this 
Decision, references to Articles 107 and 108 of the TFEU should be understood as references to Articles 87 
and 88, respectively, of the EC Treaty where appropriate. 

8  Communication from the Commission –Temporary Community framework for State aid measures to 
support access to finance in the current financial and economic crisis (OJ C 83 of 07.04.2009, p.1) 
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20. The Danish authorities commit that the pricing of loans is always benchmarked to the 
reference rate methodology of the Reference Rate Communication. The assessment of 
the rating (vertical axe in the table appearing in that Communication) and of the 
quality of the collateral (horizontal axe in the table appearing in that Communication) 
is done by EKF, which, as State export credit agent, is well equipped and experienced 
for this kind of creditworthiness assessment. In these circumstances, the Commission 
considers that the Reference Rate Communication will be correctly applied, i.e. the 
selection of the applicable margin will be done properly. 

 
21. Further, the Danish authorities commit that a downward deviation from the pricing 

following the application of the methodology of the Reference Rate Communication is 
only accepted if there are very clear recent market benchmarks indicating lower prices. 
If it can be unambiguously demonstrated on the basis of recent market indicators (in 
principle not older than three months or adjusted with the use of market curves to a 
level corresponding to a level not older than three months) that a private lender would 
have found acceptable to lend to that borrower at a margin/credit spread lower than the 
one appearing in the Reference Rate Communication, it should be accepted that the 
market price is indeed lower for that specific borrower at that moment in time. 
Further, the Commission notes positively that if the market benchmarks indicate a 
higher price than the one derived from the Reference Rate Communication, EKF will 
use the higher price. This demonstrates that the scheme tries to the largest extent 
possible to mimic market prices. 

 
22. The Commission therefore considers that the scheme does not contain aid to the 

borrower. 
 

23. The Commission takes note of the commitment of the Danish authorities, in case they 
would intend to extend the implementation of the scheme beyond 2011, to renotify the 
scheme and to provide information on the loans granted so far. This would allow the 
Commission to assess whether the previous conclusions are still valid for the years 
after 2011 on the basis of the assessment of the functioning of the scheme until that 
date.  

 
2.2 Conclusion 
 

24. On grounds of the above, the Commission considers that the scheme does not 
constitute State aid in the meaning of Article 107 (1) of the Treaty.  

 

3  Decision 
 
The scheme notified for the period until 31 December 2011 does not constitute State aid and 
the Commission has accordingly decided not to raise objections against it. 
 
The Commission notes that Denmark exceptionally accepts that the decision be adopted in the 
English language. 

If this letter contains confidential information which should not be published, 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 
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the Internet site: http://ec.europa.eu/community_law/state_aids/state_aids_texts_en.htm. Your 
request specifying the relevant information should be sent by registered letter or fax to: 

 
European Commission 
Directorate-General for Competition 
State Aid Greffe 
Rue Joseph II 70 
B-1049 Brussels 
Fax No: +32-2-296 12 42 
 

 
 

   Yours faithfully, 
For the Commission 

 
 
 
 

Neelie KROES 
Member of the Commission 

 


