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Sir,  

 

1 PROCEDURE  

(1) On 26 June 2009, the European Commission temporarily authorised in case N 356/2009 
emergency aid to Anglo Irish Bank (hereinafter "Anglo" or "the Bank") in the form of a 
capital injection of EUR 4 billion on the basis of Article 87(3)(b) EC for a period of six 
months and upon the submission of an in-depth restructuring plan.1 

(2) On 30 November 2009, the Irish authorities notified a restructuring plan prepared by the 
Bank (registered under State aid case N 667/2009).  

(3) On 17 February 2010, the Irish authorities formally notified their intention to inject 
additional capital of a maximum of EUR 10.44 billon into Anglo. That second 
recapitalisation was approved by the Commission on 31 March 2010.2 By the same 
decision, the Commission initiated a formal investigation procedure on the restructuring 
plan and the associated recapitalisations by the State. 

                                                 
1  Commission Decision in Case N 356/2009, Recapitalisation of Anglo Irish Bank, OJ C 235, 30.9.2009, p. 3.  
2  Commission Decision in Case C11/2010 (ex NN 12/2010), Second recapitalisation of Anglo Irish Bank and 

restructuring of Anglo Irish Bank, OJ C 214, 7.8.2010, p.3. 



 2

(4) On 31 May 2010 the Irish authorities submitted a new restructuring plan for Anglo Irish 
Bank. 

(5) On 9 June 2010 the Irish authorities informed the Commission services of their intention 
to provide a third recapitalisation of EUR 10.054 billion. The Commission approved that 
recapitalisation on 10 August 20103. 

(6) On 26 October 2010 the Irish authorities notified a revised plan for restructuring Anglo. 

(7) On 8 December 2010, the Irish authorities notified the fourth recapitalisation of EUR 
4.946 billion and guarantees in respect of certain liabilities in favour of Anglo to the 
Commission. 

1.1 The beneficiary  

(8) Measured by balance sheet size, Anglo is one of the largest banks operating in Ireland. As 
at 31 October 2010 it had a balance sheet size of EUR [75-80]* billion4 and a loan book 
of EUR [35-40] billion. In terms of its business model, Anglo can be categorised as a 
“monoline” bank specialising in commercial real estate lending in three core markets: 
Ireland, the UK and the US. Since the beginning of the financial crisis Anglo registered 
heavy losses mainly driven by impairment charges on its commercial loan book. 

(9) A detailed description of the Bank and its difficulties can be found in the Commission 
Decisions of 31 March and 10 August 2010, respectively.  

(10) The Irish authorities have announced that Anglo will be [resolved] over a certain period 
of time. 

1.2. The aid measures already received by Anglo  

Guarantees 
 
(11) Anglo was covered by the Irish Guarantee Scheme for financial institutions (“the CIFS 

Scheme”), which was approved by the Commission as compatible State aid on 13 October 
2008.5 That scheme expired on 29 September 2010. Anglo participates in the Eligible 
Liabilities Guarantee Scheme ("the ELG Scheme")6. According to the estimates provided 

                                                 
3  Commission Decision in Case NN 35/2010 (ex N 279/2010), Third recapitalisation in favour of Anglo Irish 

Bank, OJ C 290, 27.10.2009, p. 4 
* Business secret; contains confidential information, where possible figures have been replaced by ranges in 

[brackets]. 
4  As compared to EUR 101 billion at the end of 2008. 
5  See Commission Decision in Case NN48/2008, Guarantee Scheme for Banks in Ireland, OJ C 312, 06.12.2008, 

p. 2. 
6  See Commission Decision in Case N349/2009, Credit Institutions Eligible Liability Guarantee Scheme, OJ C 72, 

20.03.2010, p. 6, subsequently prolonged until 30.06.2010 on 31.05.2010 through the Commission's Decision in 
Case N198/2010, Prolongation of the Eligible Liabilities Guarantee Scheme, not yet published, and again 
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by the Irish authorities, the issuance (including deposits) by Anglo under the ELG scheme 
as at 31 March 2010 was EUR [30-40] billion.  

(12) Anglo was nationalised on 15 January 2009 because the Bank's funding position had 
weakened while corporate governance developments at the Bank had caused serious 
reputational damage to it. The change of ownership aimed at stabilising the Bank's 
financial position. On 16 February 2009, the Commission concluded that the change of 
ownership of Anglo as such did not involve State aid to the Bank.7  

 
Recapitalisations 
 
(13) In order to cope with the increasing losses associated with Anglo's commercial property 

loan book and the deteriorating funding position, which would worsen even further if 
Anglo were to be downgraded, the Irish authorities provided a first recapitalisation in the 
form of equity shares of EUR 4 billion, which was authorised by the Commission on 26 
June 2009.8  

(14) After the first recapitalisation Anglo's position continued to deteriorate as it suffered 
further impairments on its loan book, especially on land and property development loans. 
Those impairments further depleted its capital position. By the end of 2009, the losses on 
the loan book were of such magnitude that Anglo failed to meet its regulatory capital 
requirements, even when taking into account the derogations granted by the Financial 
Regulator9, […].To maintain financial stability, the Irish authorities decided to provide a 
second capital injection of EUR 8.3 billion which could be increased up to EUR 10.44 
billion if the haircut on the loans being transferred to the National Asset Management 
Agency (hereinafter "NAMA") was higher than anticipated and the impairments on loans 
not transferred to NAMA were to continue. The recapitalisation aimed to ensure that 
Anglo would meet its capital requirement […]. It was approved by the Commission on 31 
March 2010.10 In the same decision the Commission opened the formal investigation 
procedure on the restructuring plan submitted by the Irish authorities on 30 November 
2009. 

(15) On 31 May 2010 the Irish authorities announced that they increased the second 
recapitalisation by EUR 2 billion to EUR 10.3 billion, an amount which is within the 
range approved by the Commission on 31 March 2010. 

                                                                                                                                                              
extended until 31.12.2010 through Commission Decision in Case N254/2010, Second Prolongation of the 
Eligible Liabilities Guarantee Scheme, OJ C 238, 3.9.2010, p.2. 

7  See Commission Decision in Case N61/2009, Change of Ownership of Anglo Irish Bank, OJ C 177, 30.07.2009, 
p. 2. 

8  See footnote 1. 
9  These derogations include: an increase in the minimum total capital ratio requirement from 8% to 9.5%, an 

exemption from the Financial Regulator's requirements as regards Own Funds and a lower risk-weighting of 
commercial real estate loans in respect of all exposures as at 31 October 2009. 

10  Commission Decision in Case C11/2010, see footnote 2. 



 4

(16) On 10 August 2010, the Commission authorised a further capital injection of EUR 10.054 
billion to ensure the Bank's compliance with regulatory capital requirements. To date, 
EUR 8.58 billion of that approved amount have been introduced into the Bank. The 
remaining EUR 1.474 will be provided to Anglo at the same time as the fourth 
recapitalisation. 

 

Table 1: Overview of recapitalisations in favour of Anglo  
(situation as at 8 December 2010) 

Rescue recapitalisations Anglo Date of approval 
decision 

approved 
amounts 

in billion Euro 

Injected amounts 
following the 
Commission's 
approval / to-be-
injected amounts  
in billion Euro 

First recapitalisation (cash) 14/01/2009 4.000 4.000
Second recapitalisation (promissory note) 31/03/2010 10.440* 10.300
Third recapitalisation (promissory note) 10/08/2010 10.054 8.580
Third recapitalisation, part 2 (for injection in 
December 2010) 
(promissory note)   

1.474

Fourth recapitalisation (promissory note) - 4.946 4.946
TOTAL  29.440 29.300

 
*) EUR 8.3 billion plus EUR 2.14 billion contingent capital were approved; EUR 10.3 billion were effectively 
injected. 

Asset transfers 
 

(17) To date, Anglo has transferred assets to NAMA with a total nominal value of EUR [30-
35] billion. In tranches 1 and 2, commercial property development loans worth EUR 16 
billion were transferred at a discount of 58%. At the beginning of November, the 
remaining eligible loans, amounting to EUR [15-20] billion, were transferred in a single 
final tranche at a discount of 66%. The participation in NAMA facilitated the accelerated 
removal of higher risk property-related assets, but resulted in a realisation of losses at the 
transfer date, i.e. earlier than may otherwise have been the case. Therefore, the 
participation in NAMA also necessitated recapitalising the Bank earlier than may 
otherwise have been the case. 

 

1.3 The events triggering the measures by the State  

(18) The second recapitalisation approved by the Commission on 31 March 2010 only covered 
Anglo's impairments resulting from the transfer of the first tranche of NAMA loans and 
the impairments on the non-NAMA loan book until […]. 
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(19) The third recapitalisation, approved by the Commission on 10 August 2010, was 
necessary to ensure the Bank's compliance with regulatory capital requirements […]. The 
amount of EUR 8.581 billion was forecast to be sufficient to ensure that the Bank would 
be in compliance with regulatory capital requirements […]11.  

(20) After that, impairments continued to increase on the entire book due its poor quality, the 
drop in prices on the commercial property market combined with the recession in Ireland 
and the ongoing crisis on the financial markets. 

(21) Furthermore, the discount on the transfer of the second tranche of loans to NAMA 
increased from 55% to 61.9%, and thus increased the losses triggered by these loans on 
the transfer date instead of being incurred over time. Consequently, in the absence of the 
fourth capital injection […] 

 
1.4 The additional aid measures  

 The recapitalisation 

(22) The Irish authorities have notified for approval an additional capital injection in favour of 
Anglo amounting to EUR 4.946 billion. Including the amount of EUR 1.474 billion – 
which was authorised in the Commission Decision of 10 August 2010 but not yet injected 
into Anglo – the total capital to be provided to the Bank in December 2010 is EUR 6.42 
billion. 

(23) The total amount of EUR 6.42 billion results from the following capital needs: 

 
 EUR 1.474 billion arising from the valuation of NAMA bonds below par in the 

accounts of Anglo (as authorised by the Commission on 10 August 2010; see 
footnote 11); 

 EUR 0.324 billion arising from further valuation adjustments on NAMA bonds (i.e. 
the amount of EUR 1.474 billion is not sufficient to cover the entire discount to 
par); 

 EUR 2.8 billion arising from increased discounts on loans transferring to NAMA 
(the discount actually applied was higher than assumed in the notification 
approved on 10 August 2010); 

 EUR 1.5 billion additional capital required to maintain the Bank's total capital ratio 
at 8%; 

 EUR 0.3 billion in other smaller adjustments in operating profit and other 
assumptions in the forecasts. 

 

                                                 
11  That amount was based on the assumption that the NAMA bonds which Anglo received as consideration for the 

transfer of loans to NAMA would be valued at par in Anglo's accounts. If a discount to the NAMA bonds of 
[…]% had to be applied due to the fact that the interest paid on the NAMA bonds was lower than the interest rate 
paid in the market for similar instruments, the recapitalisation would increase to EUR 10.054 billion. 
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(24) As regards the NAMA scheme, the Irish authorities have decided to implement an 
expedited transfer process in respect of the eligible bank assets of Anglo that have not yet 
transferred to NAMA. The expedited transfer process has been undertaken to provide final 
clarity on Anglo's NAMA loan book, for financial stability purposes and to safeguard the 
Irish financial system. 

(25) Under the expedited transfer process, the bank assets to be transferred to NAMA having 
similar characteristics as the assets already transferred to NAMA were grouped together in 
categories and the same discount was applied to bank assets within the same category12. 
On that basis an average discount was calculated on the total loans transferred. On 1 
November 2010, Anglo's remaining eligible assets were transferred to NAMA at an 
average discount of 66%. Consequently, a capital shortfall of EUR […] materialised […]. 

(26) As becomes clear from the above, the additional capital injection of EUR 6.42 billion 
(EUR 4.946 plus EUR 1.474 billion already approved) is necessary to ensure that Anglo 
will continue to meet its regulatory capital requirements of 8% […]. The further capital 
support will be provided by the Promissory Note13. […] The capital injection will be 
financed by the Irish authorities in its entirety.  

(27) From an accounting perspective the promissory note will be an asset (receivable) on 
Anglo's balance sheet. On the liability side, the note will be recorded as capital, which will 
be treated as Core Tier-1 capital from a regulatory perspective.  

(28) The full principal amount of the promissory note creates Core Tier 1 capital on the date it 
is granted. That principal amount, which will be EUR 25.3 billion in its entirety (see Table 
1), will be paid out to Anglo in annual payments of a maximum of 10% of the principal 
over a ten-year period.  

(29) The design of the promissory note, as well as the behavioural safeguards attached to it, has 
been described in detail in the Commission Decision of 10 August 2010. Furthermore, 
Anglo will continue to be subject to the conditions that apply under the ELG scheme14. A 
detailed description can be found in the Commission Decision of 10 August 2010. 

 

The guarantee on certain liabilities  

(30) Up to Anglo's [resolution], the Bank needs to meet its obligation as a going concern. 
However, due to the many uncertainties surrounding the future of Anglo, many wholesale 
financial market counterparties are unwilling to deal with Anglo on an unguaranteed basis 
for its off-balance sheet transaction, services and transactional capabilities. They have 

                                                 
12  Full individual valuations in accordance with the valuation methodology described in Commission Decision in 

State aid case N725/2009 will be carried out for the bank assets concerned in due course. If the acquisition value 
of a bank asset as determined under the full individual valuation is lower than the acquisition value of that bank 
asset as determined under the expedited transfer process, the difference will be clawed back from Anglo in full, 
and if it is greater the balance due will be made up. 

13  The Promissory Note will replace the initial Promissory Note and the Adjustment Instruments which were used 
for the second and third recapitalisations of Anglo. 

14  As set out in paragraphs 24 to 29 of the first Commission Decision on the ELG scheme in case N349/2009. See 
footnote 6. 
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limited or withdrawn their credit lines or services, exposing the Bank to greater day-to-
day operational risk […].  

(31) On 29 November 2010, the Irish authorities have decided to provide a State guarantee 
covering certain of Anglo's liabilities arising within interbank derivatives, foreign 
exchange exposures, repo purchase agreements, clearing transactions and commercial 
paper paying agency arrangements. Those liabilities are not eligible for cover under the 
ELG as described in paragraph (11). The design of the guarantee is intended to restrict its 
benefits solely to the management of Anglo's balance sheet risks. Under the terms of the 
guarantee package, the Bank's management must continue to manage these exposures 
within pre-approved risk limits approved by the Bank's Board of Directors. 

(32) The guarantee covers the following exposures: 

(i) Off-balance sheet exposures relating to hedging transactions (no proprietary trades) to 
manage its balance sheet's risk and specifically to manage currencies rates exchanges 
(mostly in EUR, USD and GBP), interest rate and foreign exchanges risks.  

(ii) Clearing arrangements to cover intra-day payments that Anglo needs to conduct for its 
regular banking and treasury activities. The guarantee will provide greater intra-day 
facilities for the Anglo normal operation to function. 

(iii) Backstop facility: in July 2010 Anglo entered into a cash collateralised backstop 
facility […]. 

(iv) Repo activity: […]. 

 

Table 2: Summary of the key amounts to be covered under the guarantee: 
(Situation as of 01//11/2010) 
 
Exposure Segment Estimate

(€m)
 
Recommended derivative threshold assuming additional Promissory Note Hedging […]
Gross Exposures* –CSA** supported Interbank deals […]
Non-CSA Interbank Exposures […]
Corporate FX Exposures […]
 
Repurchase Agreements - (Repo) exposures […]
 
Clearing arrangements  […]
 
Backstop facility (Paying Agents) […]
 
* Net exposure to the State is nil as there is collateral posted for this amount. 
** ISDA (International Swaps and Derivatives Association) based credit support agreements  

 

(33) Anglo does not pay any remuneration to the State for the guarantee. […] 
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2 POSITION OF THE IRISH AUTHORITIES 

(34) The Irish authorities accept that the fourth recapitalisation and the guarantee on off-
balance sheet transactions contain State aid elements. 

(35) The Irish authorities acknowledge that Anglo is a distressed bank and consider that […]. 
The further recapitalisation of Anglo will ensure that it will meet its capital requirements 
[…]. The Irish authorities consider that there is no prospect that Anglo would be 
successful in raising the required additional capital from private investors at this time. 

(36) Furthermore, given the financial issues that the Bank was and is currently experiencing, 
the Irish authorities consider necessary to provide a State guarantee to cover certain of 
Anglo’s liabilities. The Irish authorities acknowledge that the guarantee ensures the Bank 
can to continue to enter into derivative transaction, clearing and services arrangements, 
and to manage its balance sheet risks. 

(37) In those circumstances, the State investment is required as a matter of absolute necessity 
to preserve the financial stability of the Bank and to safeguard the Irish financial system as 
a whole due to the Bank's systemic relevance. That evaluation is confirmed by the letter of 
14 December 2010 from the Central Bank of Ireland. Furthermore that letter confirms that 
the further capital injection is necessary to allow the Bank to comply with its regulatory 
requirements. 

(38) Overall the Irish authorities consider that the recapitalisation and the State guarantee fulfil 
the requirements of the Banking Communication15 and the Recapitalisation 
Communication16 and are thus compatible with Article 107(3)(b) TFEU. 

(39) The Irish authorities have also committed to take into account the additional aid granted to 
Anglo through the fourth recapitalisation in the restructuring plan for Anglo. Taking into 
account discussions with the external authorities including the EU Commission and the 
IMF and as part of the overall restructuring of the banking system, the Irish authorities 
proposed to amend the plan and submit it to the Commission under State Aid rules for 
approval by January 2011. The revised plan will provide for a multi-annual working out of 
the assets of the institution. 

3 ASSESSMENT  

3.1 Existence of State Aid  

(40) According to Article 107(1) TFEU, State aid is 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, in so far as it affects trade between 
Member States. 

                                                 
15  Commission Communication on "The application of State aid rules to measures taken in relation to financial 

institutions in the context of the current global financial crisis", adopted on 13.10.2008, OJ C 270, 25.10.2008, 
p. 8. 

16  Commission Communication on "The recapitalisation of financial institutions in the current financial crisis: 
limitation of aid to the minimum necessary and safeguards against undue distortion of competition, OJ C 10, 
15.01.2009, p. 2. 
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(41) The Irish Government has provided a commitment to Anglo on 28 October 2010 that it 
would inject sufficient capital into the Bank to ensure that it continues to meet its 
regulatory capital requirements. Furthermore, on 29 November 2010, Anglo received a 
State guarantee on certain liabilities not covered by the ELG scheme. Therefore, it is clear 
that the measures are imputable to the Irish State and that State resources are involved. 

(42) It must also be examined whether the measure leads to a selective advantage to Anglo for 
it to constitute a State aid. The Commission notes in this context that the capital injection 
and the guarantee are provided only to Anglo. The measures are thus selective since they 
only benefit the Bank. 

(43) Furthermore, the recapitalisation confers an advantage to Anglo. It allows Anglo to absorb 
its impairments and ensures that it fulfils its capital requirements […]. Without aid, the 
Bank would be […] no longer active on the market.  

(44) The guarantee confers an advantage on Anglo because, in its absence, counterparties 
would continue to reduce their exposures to Anglo with regard to the off-balance sheet 
transactions covered and its clearing and repo activities, thus making it difficult for Anglo 
to carry out its day-to-day activities. Anglo does not pay remuneration for the guarantee. 

(45) Finally, Anglo collects deposits in Ireland and the UK17 (and was lending in Ireland and 
the UK), where it competes with other financial institutions, including subsidiaries of 
foreign financial institutions. The advantage stemming from the State resources provided 
to Anglo therefore has the potential to affect intra-Union trade and to distort competition. 

(46) Therefore, the Commission comes to the conclusion that the measure constitutes State aid 
within the meaning of Article 107(1) TFEU. The Commission also observes that the 
recapitalisation was effectively granted by letter of 28 October 2010, in which the 
Minister for Finance confirmed his intention to recapitalise Anglo. The guarantee was put 
in place on 29 November 2010 based on the signed contracts for the guarantee. The 
recapitalisation and the guarantee have therefore been implemented in breach of Article 
108(3) TFEU. 

 
3.2 Compatibility of the aid  

(47) As regards the compatibility with the internal market of the aid provided to the Bank 
through the measures, the Commission first needs to determine whether the aid measures 
can be assessed under Article 107(3)(b) TFEU, i.e. whether the aid remedies a serious 
disturbance in the economy of the Ireland. Subsequently, the Commission, using that legal 
basis, has to assess whether the measures at issue are compatible with the internal market. 

                                                 
17  […] 
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3.2.1 Legal basis for the compatibility assessment 

(48) Article 107(3)(b) TFEU provides for the possibility that aid falling within the scope of 
Article 107(1) TFEU can be regarded as compatible with the internal market where it 
"remedies a serious disturbance in the economy of a Member State".  

(49) Given the present circumstances in the financial markets, the Commission considers that 
the measures may be examined under Article 107(3)(b) TFEU.  

(50) The Commission observes that market conditions have been difficult all over the world 
since the last quarter of 2008. The Commission notes that Ireland in particular has been 
severely hit by the financial and economic crisis. The economic downturn combined with 
the fall in property prices and the excessive exposure of the Irish banks to land and 
property development loans have led to significant impairments for Irish banks. Irish 
banks have furthermore been faced with difficulties in obtaining funding and capital from 
the markets due to the uncertainty associated with the property market in Ireland. Indeed 
the situation has become so difficult that Ireland made an application to the IMF/European 
financial stability facilities on 28 November 2010. 

(51) The Irish authorities have shown that Anglo will face a considerable deterioration of its 
capital position as huge impairment provisions have been registered on its loan book over 
2010. Indeed, according to the Irish authorities' estimates, without the proposed capital 
injections Anglo would fail its regulatory Core Tier 1 capital requirements. Moreover the 
uncertainty of the bank's future has resulted in considerable market instability18. Because 
of the uncertainty regarding Ireland in general and the fate of Anglo in particular, many of 
Anglo's financial market counterparties are unwilling to deal with Anglo on an 
unguaranteed basis and have withdrawn credit lines. As a consequence, without the State 
guarantee, the Bank would incur greater operation risk in running its day-to day operations 
[…].  

(52) […].19 

(53) For these reasons the Commission accepts that in the current circumstances the additional 
recapitalisation and the guarantee in favour of Anglo are necessary to avoid a serious 
disturbance in the economy of Ireland. 

3.2.2 Compatibility assessment  

(54) In this section, the Commission assesses the compatibility with the Banking 
Communication and the Restructuring Communication of the aid measures.  

                                                 
18  After the Irish Minister's announcement on 8 September 2010 on the restructuring of Anglo, the Bank's CDS 

levels widened by 100 basis points, from 675 basis points on 6 September to 775 basis points on 10 September 
2010. 

19  Anglo’s position as an important financial institution has been previously confirmed by the CBFSAI. 
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(55) In line with point 15 of the Banking Communication20, in order for an aid or aid scheme to 
be compatible under Article 107(3)(b) TFEU it must comply with general criteria for 
compatibility under Article 107(3) TFEU, which imply compliance with the following 
conditions21: 

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

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

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

(56) These general criteria apply both to recapitalisations and guarantees. The Recapitalisation 
Communication22 further elaborates on the three principles of the Banking 
Communication and states that recapitalisations can contribute to the restoration of 
financial stability. In particular the Recapitalisation Communication states that 
recapitalisations may be an appropriate response to the problems of financial institutions 
[…].23 

3.2.2.1 Compatibility with the Banking and Recapitalisation Communications 

a. Appropriateness of the Measures  

(57) The recapitalisation aims at ensuring that Anglo is in compliance with its regulatory 
capital requirements24 […]. It targets in particular Anglo's Core Tier 1 ratio and Total 
Capital ratio. The Commission considers that a capital injection is the most efficient and 
straightforward measure as it directly improves the Core Tier 1 and the total capital of the 
Bank. The Irish authorities submit that the Financial Regulator has confirmed that the 
measure will be categorised as Core Tier1.  

(58) The Irish authorities have stated that without a total capital injection of EUR 6.42 billion 
Anglo would fail its regulatory capital requirements […]. That position has been 
confirmed by the Central Bank of Ireland. 

                                                 
20  Communication from the Commission on 'The application of State aid rules to measures taken in relation to 

financial institutions in the context of the current global financial crisis', OJ C 270, 25.10.2008, p.8 
21  See paragraph 15 of the Banking Communication. 
22  Commission Communication on 'The Recapitalisation of financial institutions in the current financial crisis: 

limitation of the aid to the minimum necessary and safeguards against undue distortions of competition', OJ C 10, 
15.1.2009, p. 2. 

23  Recapitalisation Communication, paragraph (6). 
24  The Irish authorities submit that regulatory capital levels set under the PCAR, under the base case, are a target 

level of 8% Core Tier 1 Capital, of which 7% must be equity. 
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(59) The guarantee on Anglo's clearing, foreign exchange and derivatives exposures aims at 
covering any counterparty that enters into derivatives transactions, services and 
transactional capabilities with Anglo. Without that guarantee the risk profile of Anglo 
would remain substantially heightened […].  

 
Conclusion 

(60) The Commission considers that the recapitalisation measure is appropriate because it 
effectively meets its objective to ensure that Anglo is in compliance with its regulatory 
capital requirements. The measure therefore effectively achieves the objective […]. The 
measure furthermore ensures that financial stability in Ireland is maintained. The 
Commission observes that the Central Bank of Ireland has confirmed that the measures 
are necessary in order to safeguard financial stability in Ireland.  

(61) The Commission considers that the guarantee measure is appropriate since it allows the 
Bank to continue managing its balance sheet exposures and alleviates the operational risk 
of Anglo's day-to-day operations, […].  

b. Necessity – limitation of the aid to the minimum  

(62) According to the Banking Communication, the aid measure must, in its amount and form, 
be necessary to achieve the objective. That implies that the capital injection and the 
guarantee must be of the minimum amount necessary to reach the objective. In this 
context, the Commission observes that the amount of the capital injection will ensure that 
Anglo will again fulfil its ordinary regulatory capital requirements. As for the guarantee 
the Commission observes that it will ensure Anglo's access to the financial markets so as 
to meet its obligations as a going concern.  

(63) As regards the remuneration Anglo has to pay, the State will receive no fixed 
remuneration on the promissory note, nor any fee on the guarantee measure […]. As 
regards the recapitalisation, the Commission notes that paragraphs 15 and 44 of the 
Recapitalisation Communication explain that in duly justified cases lower remuneration 
can be accepted in the short-term for distressed banks on the condition that the lack of 
remuneration will be reflected in the restructuring plan. In this context, the Commission 
notes that the restructuring of Anglo, which in fact will be a [resolution] plan, will need to 
take into account the further recapitalisation provided to it and the fact that it is not 
remunerated. The Irish authorities have provided the necessary commitment in that regard. 

(64) The Banking Communication assumes in point 26 that, for guarantee schemes, an 
adequate fee should be paid. The fee should be set as close as possible to what could be 
considered market price, however taking into account the potential difficulties for 
beneficiaries to bear the amounts that might properly be charged. As the Commission has 
established in its previous decisions on Anglo25, Anglo is a very distressed institution 
which is going to be [resolved]. Given the level of Anglo's distress, a fee would only lead 
to more costs and hence more losses, necessitating further capital injections by the Irish 

                                                 
25  See Commission Decision in Case C11/2010 (see footnote 2), and Commission Decision in Case NN 35/2010 (ex 

N 279/2010) (see footnote 3). 
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authorities. The Commission furthermore notes that a [resolution] plan for Anglo will be 
submitted that reflects the massive aid received by Anglo. In view of those circumstances, 
the Commission considers that the fact that Anglo does not pay a fee for the guarantee is 
justified. 

(65) In the previous recapitalisation decisions on Anglo (of June 2009, March and August 
2010), the Commission has come to the conclusion that Anglo is not fundamentally sound, 
and that it is in a particularly distressed financial situation according to the criteria laid 
down in the Annex to the Recapitalisation Communication. The Commission finds that 
this conclusion is still valid and indeed is strengthened by the Bank's need for the 
additional large recapitalisation assessed in the present decision.  

(66) Having established that Anglo is a financial institution in distress […] the Commission 
therefore considers it acceptable that Anglo is recapitalised and received a guarantee for 
its off-balance sheet and services transactions despite the likelihood that Ireland will not 
recover its investment, much less receive sufficient remuneration. That approach is in line 
also with the Commission's previous decisional practice.26  

Conclusion 

(67) The Commission concludes that the recapitalisation and the guarantee are necessary in 
order to ensure Anglo's capital adequacy and reduce its operational risk […]. As regards 
the remuneration of the aid measures in order to keep the aid to the minimum, the 
Commission considers it justified that Anglo does not pay a remuneration given its level 
of distress and forthcoming [resolution]. 

c. Proportionality – measures limiting negative spill-over effects 

(68) The Commission observes that in the context of the ELG scheme Anglo is subject to 
several behavioural constraints which aim to limit the distortion of competition. Under the 
terms of the promissory note and the guarantee measures, Anglo will continue to be 
subject to the behavioural conditions of the CIFS even after its expiry.  

(69) The Commission also observes that Anglo stopped new lending in the spring of 2009. It 
therefore no longer competes for new customers on the commercial real estate market. 
The aid provided to the Bank is therefore not used to write new lending to new customers 
but only to cover the losses on the legacy portfolio. That feature reduces the risk of the 
distortions of competition during the rescue period.  

                                                 
26  The same approach was taken in point 64 of Commission's Decision, in Case N 356/2009, Recapitalisation of 

Anglo Irish bank, see footnote 1, and more recently in the Commission Decision in Case NN 11/2010, Rescue 
measures in favour of INBS, OJ C 143, 2.6.2010, p. 23. Commission Decision in Case C11/2010 (ex - NN 
12/2010), Second recapitalisation of Anglo Irish Bank and restructuring of Anglo Irish Bank (see footnote 2), and 
the Commission Decision in Case N160/2010, Capital support measures in favour of EBS, OJ C 217, 11.8.2010, 
p. 2. 
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(70) The Commission notes that Anglo will be [resolved], which means that it will disappear 
from the lending market. It will therefore no longer distort competition in that market 
segment. […]. Thus, Anglo will […] and consequently no distortions of competition will 
occur on that market.27 

Conclusion 

(71) The Commission thus concludes that: (i) the recapitalisation and the guarantee measures 
are appropriate […] and necessary as they are limited to the minimum; (ii) Anglo is a 
distressed bank; (iii) the fact that the investment in Anglo will not provide any 
remuneration or positive return is justified under the circumstances of the case; and (v) 
there are sufficient measures limiting the negative spill-over effects for other competitors 
to enable the Commission to temporarily approve the measures as emergency aid.  

(72) The Commission can therefore temporarily approve the guarantee measures and 
recapitalisation of Anglo of EUR 4.946 billion. The Commission notes that the total 
amount provided to Anglo in December 2010 will be EUR 6.42 billion, i.e. the sum of the 
current EUR 4.946 billion plus EUR 1.474 billion already approved on 10 August 2010. 

4 CONCLUSION 

(73) The Commission has decided to temporarily approve the recapitalisation and the guarantee 
measure as emergency aid in view of the serious threat to financial stability until it has 
reached a final decision on Anglo's [resolution] plan and the associated aid measures.  

(74) The Commission observes that Anglo has benefitted from several aid measures in the past 
and will receive yet another large aid amount through the fourth recapitalisation. The 
Commission reiterates that the significant amount of aid granted to Anglo and the lack of 
remuneration requires in-depth restructuring of the Bank (cf. decision on the second 
recapitalisation).28 The additional aid measures received by Anglo confirm the 
Commission's assessment. Therefore, the Commission informs the Irish authorities that 
the additional aid granted to Anglo will be taken into account when determining the depth 
of the required restructuring. 

 
                                                 
27  Ireland requested supranational support (from the European Financial Stability Mechanism/European Financial 

Stability Facility, the IMF and certain third countries) in November 2010. The support programme entails a 
number of conditions as regards the Irish financial sector and also specifically on the restructuring of Anglo. 
Under the programme, a final [resolution] plan must be submitted to the Commission in January 2011. The plan 
must respect the programme conditionality with regard to the [resolution] and […]. 

28  In this context it should be noted that the injection of equity to absorb losses stemming from transferring impaired 
assets at their real economic value - which occurs under NAMA - appears to be economically equivalent to an 
impaired assets measure that foresees neither the bearing of a first loss nor any remuneration. In fact, it seems to 
be a measure preventing a transfer value of the assets exceeding the real economic value, as the recapitalisation 
compensates the losses resulting from the transfer. Thus, under point 41 of the Impaired Assets Communication, 
it can "only be accepted if it is accompanied by far-reaching restructuring and the introduction of conditions 
allowing the recovery of this additional aid at a later stage." 
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DECISION 

• The Commission concludes that the capital injection of EUR 4.946 billion in the form of a 
Promissory Note and the State guarantee to cover certain liabilities of Anglo constitute State 
aid pursuant to Article 107(1) TFEU.  

• The Commission observes that the aid measures have been put into effect in breach of Article 
108(3) TFEU. 

• The Commission nevertheless finds that the rescue measures in favour of Anglo fulfil the 
requirements of Article 107(3)(b) TFEU and are temporarily compatible with the internal 
market for reasons of financial stability. The rescue measures in favour of Anglo are 
accordingly approved for six months or, if the Irish authorities submit a [resolution] plan 
within the period prescribed in the next point, until the Commission has adopted a final 
decision on that [resolution] plan. 

• The Commission requires the Irish authorities to submit a [resolution] plan by January 2011, 
which takes into account the further aid provided to Anglo and the substantial size of the aid 
– in terms of % of RWA – granted to Anglo. 

 
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/state_aids_texts_en.htm 

 
Your request 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 
 
 
 
 Joaquín ALMUNIA 
 Vice-President  
 

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