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Subject: State aid n° SA.35709 (2012/N) – Slovenia 
 Recapitalisation of Nova Kreditna Banka Maribor d. d. (NKBM) – Slovenia 
 
Sir, 
 
(1) The Commission wishes to inform the Slovenian authorities that, having examined the 

information supplied by your authorities, it has decided to approve the measure referred 
to above for Nova Kreditna Banka Maribor d.d. ("NKBM" or "the Bank"). 

1. PROCEDURE 

(2) On 5 December 2012, following preliminary informal contacts, the Slovenian authorities 
notified a EUR 100 million rescue recapitalisation in favour of NKBM.  

(3) A number of electronic mail exchanges and telephone conversations took place between 
the Commission and the Slovenian authorities. Additional information was requested and 
submitted on various occasions between 5 and 17 December 2012.  
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(4) For reasons of urgency, Slovenia accepts that exceptionally the present decision is 
adopted in the English language. 

2. DESCRIPTION OF THE MEASURE 

2.1. The beneficiary  

(5) NKBM is the second-largest bank in Slovenia, holding approximately 10% of the assets 
of the national banking system. Geographically it operates in Slovenia, Austria, Croatia 
and Serbia. NKBM is listed on the Ljubljana and on the Warsaw Stock Exchange. 

(6) Its total balance sheet amounted to EUR 5.6 billion as per September 20121 with a loan 
to deposit ratio of 99.6%. It is a universal bank organised in the form of a joint stock 
company, with 11 subsidiaries, active in banking (80.8% of its assets), insurance (11.7% 
of its assets), fund and pension management (2.2% of its assets), real estate and others 
(5.3% of its assets).  

(7) NKBM's balance sheet has remained relatively stable, with a slight increase between 
2008 and 2011 from EUR 5.5 billion to EUR 5.8 billion. The Bank was profitable in the 
period 2008-2010, with average profits before tax of EUR 19.3 million and an average 
return on equity before tax of 4.7%. In 2011 and 2012 NKBM generated losses of EUR 
103 million and EUR [50-100]* million respectively, while the loan portfolio of NKBM 
was gradually deteriorating, recording an increase in non-performing loans (NPLs) from 
EUR 607 million in the second quarter of 2011 to EUR 911 million in the third quarter of 
2012. 

(8) The total equity of the Bank amounts to EUR 346 million as per 30 September 20122, of 
which the State directly holds 27.7%. The second-biggest shareholding of 12% is 
gathered in Krajowy Depozyt Papierów Wartościowych (KDPW, Polish National 
Depository for Securities). Another 23% of the capital is held indirectly by the State 
through five State-owned companies3. The remainder of the capital is floating. 

(9) NKBM's current credit ratings are B3 (with a negative outlook) and BBB (with a stable 
outlook) by Moody's and Fitch respectively.  

                                                 
1  Not audited figures. In 2011, the balance sheet was at EUR 5.8 billion, and loan to deposit ratio at 102.2% 

(audited figures). 
* Business secret. 
2  POŠTA SLOVENIJE (6,6%), GEN (6,4%), KAPITALSKA DRUŽBA ( 4,8%), 

SLOVENSKADŠKODNINSKA DRUŽBA (3,2%) and ELES (2,4%). 
3  Not audited. In 2011(audited figures), the equity amounted to EUR 436 million. 
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2.2. Events triggering the measure 

(10) Following a period of stable growth, the Slovenian banking sector is currently 
undergoing a downsizing process marked by deleveraging of financial institutions due to 
mounting assets impairments and non-performing loans. Slovenia argues that those 
trends have significantly influenced NKBM’s operations and resulted in losses for the 
Bank in two consecutive years (see recital (7)).  

(11) On 8 December 2011, the European Banking Authority ("EBA") issued a 
recommendation for banks to have a Core Tier 1 ("CT1")4 capital ratio of 9%, after 
accounting for an additional temporary buffer against sovereign risk holdings as of 30 
September 2011. 

(12) Recent analysis by the Bank of Slovenia reveals that the capital position of NKBM as per 
30 September 2012 has weakened to levels that correspond to a CT1 of [5.0-10.0] %. 
Had no capital strengthening measures been undertaken, the CT1 ratio was expected to 
reach [5.0-10.0] % by the end of the year. To meet the EBA capital requirements of CT1 
of 9% before the end of year 2012 the bank needs to strengthen its capital by an amount 
of EUR 150 million. 

(13) In order to reduce the capital shortfall, NKBM is in the process of carrying out a 
Liability Management Exercise ("LME"), involving the buy-back of two outstanding 
hybrid securities with a total nominal amount of EUR 150 million, and of selling its 
insurance subsidiary. Those two measures are expected to bring the pro-forma CT1 ratio 
to [5.0-10.0] %. 

2.3. The measure 

(14) The failure of NKBM to meet the minimum capital requirements triggered the need for a 
rescue recapitalisation. In the absence of private investor solution, Slovenia will inject 
EUR 100 million in NKBM in the form of a hybrid loan ("CoCos") that would qualify as 
a CT1 capital instrument according to the latest EBA requirements. The measure is 
designed towards reaching a CT1 ratio above 9% before the end of 2012. 

(15) The hybrid loan will bear interest rate of 10% per annum. The Bank is entitled under the 
loan agreement to buy back the entire loan at nominal value, together with accrued 
interest, subject to prior authorisation by the Bank of Slovenia. 

                                                 
4  That definition is based on EBA's own definition of Core Tier 1, which differs in a number of points from 

the Tier 1 definition in the current EU legislation in the Capital Requirements Directive (CRD) comprising 
Directive 2006/48/EC of the European Parliament and of the Council of 14 June 2006 relating to the taking 
up and pursuit of the business of credit institutions, OJ L 177, 30.6.2006, p. 1 and Directive 2006/49/EC of 
the European Parliament and of the Council of 14 June 2006 on the capital adequacy of investment firms 
and credit institutions (recast), OJ L 177, 30.6.2006, p. 201 with subsequent amendments.  

http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CONSLEG:2006L0048:20100330:EN:PDF
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(16) The loan shall be converted into shares if the capital ratios of the bank fall below 
predetermined threshold (common equity ratio of 5.125% and CT1 ratio of 7%), unless 
previously called and redeemed by NKBM. The conversion rate is the market price of 
the ordinary shares, determined as the average market price observed on the market over 
the last 30 days prior to conversion, taking into account the effect of dilution5 decreased 
by a discount of 25%. The conversion rate applies to both the conversion of the principal 
and the interest. 

(17) The loan agreement provides for a compulsory alternative coupon satisfaction 
mechanism ("ACSM") stipulating that a coupon not paid in cash will be paid in shares. 
According to the ACSM, NKBM will carry out the conversion of an amount of interest 
which becomes payable in respect of the loan if the payment of such amount in cash 
would cause the non-compliance by NKBM with the minimum requirements on capital 
or the CT1 or if, in the opinion of Bank of Slovenia, payment of such interest could 
jeopardize the compliance by NKBM with the minimum requirements on capital or the 
CT1.  

3. POSITION OF SLOVENIA 

(18) Slovenia does not dispute the classification of the measure as State aid within the 
meaning of Article 107(1) of the Treaty on the Functioning of the European Union 
("TFEU"), but is of the view that the proposed recapitalisation is compatible with the 
internal market on the basis of Article 107(3)(b) TFEU as it is necessary in order to 
remedy a serious disturbance in the economy of  Slovenia. 

(19) Slovenia submitted two letters from the Bank of Slovenia, dated 3 and 11 December 
2012, which support the need for the proposed recapitalisation and finds it appropriate as 
a means for NKBM to reach its capital requirements under the EBA standards.  

(20) Slovenia has committed to introduce the following behavioural safeguards in respect of 
NKBM's rescue measure: 

(i) To impose a ban on advertising related to the State support on the beneficiary and 
to prevent it from employing any aggressive commercial strategies which would 
not take place without State support (an advertisement ban); 

(ii) To impose a dividend ban on the beneficiary of the aid for the rescue period (a 
dividend ban); 

(iii) To ensure that the beneficiary will not pay coupons on hybrid capital during the 
rescue period, i.e. until the Commission adopts a restructuring decision, where the 
bank has no legal obligations to proceed with such payment. Coupon on hybrid 
capital held by the State may be paid, unless such payments would trigger coupon 
payments to other investors that otherwise would not be obligatory (a hybrid 
coupon ban); 

                                                 
5  TERP - theoretical ex-rights price. 
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(iv) To impose a ban on NKBM acquiring any stake in any undertaking. That 
prohibition covers both undertakings which have the legal form of a company and 
bundles of assets which form a business. That ban will apply for the recue period. 
Despite the ban NKBM may acquire stakes in undertakings provided that the 
purchase price paid for any acquisition is less that 0.01% of the balance sheet size 
of the beneficiary at the date of the recapitalisation and that the cumulative 
purchase price paid for all such acquisitions over the whole restructuring period is 
less than 0.025% of the balance sheet size at the date of the recapitalisation. The 
ban does not cover acquisitions that take place in the course of the banking 
business in the management of existing claims towards ailing firms (an acquisition 
ban); and  

(v) To ensure that pre-defined maximum limitation in the monetary remuneration 
policy for the members of the bodies and management of NKBM are imposed (a 
cap for the remuneration of management). 

(21) Slovenia further commits to submit a restructuring plan within three months of the date 
of the present decision authorising the rescue recapitalisation in favour of NKBM. The 
restructuring plan shall comply with the Restructuring Communication6 in order to re-
establish the long-term viability of NKBM without continued reliance on State support, 
while containing adequate burden-sharing measures and measures to limit distortions of 
competition. 

(22) Slovenia commits to ensure that any LME to be implemented by NKBM in the future 
will be in line with the Commission's case practice under State aid rules.7  

(23) Slovenia commits to limit the maturity of the CoCos to 30 June 2013, i.e. that they will 
be redeemed at the time unless they had been converted before. 

4. ASSESSMENT 

4.1. Existence of State Aid 

(24) According to Article 107(1) TFEU, any aid granted by a Member State or through State 
resources in any form whatsoever which distorts or threatens to distort competition by 
favouring certain undertakings or the production of certain goods shall, in so far as it 
affects trade between Member States, be incompatible with the internal market.  

(25) The Commission observes that in this case State resources are involved as the measure is 
financed by the State. The State has committed to fully subscribe to a hybrid instrument 
(CoCos) to be issued by the Bank at the amount of EUR 100 million that would be 
counted as CT1 capital according to the latest EBA requirements. The measure is 

                                                 
6  Commission Communication on the return to viability and the assessment of the restructuring measures in the 

financial sector in the current crisis under the State aid rules, OJ C 195, 19.8.2009, p. 9. 
7  See http://ec.europa.eu/competition/recovery/buyback_conditions_en.pdf and http://europa.eu/rapid/press-

release_MEMO-09-441_en.htm 

http://ec.europa.eu/competition/recovery/buyback_conditions_en.pdf
http://europa.eu/rapid/press-release_MEMO-09-441_en.htm
http://europa.eu/rapid/press-release_MEMO-09-441_en.htm
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selective as it solely benefits NKBM. The measure confers an advantage to NKBM as it 
receives the capital at an amount and at conditions which would currently not be 
available for the Bank on the markets. 

(26) The Commission notes that NKBM is the second-largest banking institution in the 
country and is competing on the Slovenian banking market with Slovenian banks as well 
as subsidiaries and/or branches of foreign banks. In addition, NKBM is also providing 
services in other countries, such as Austria. Therefore the measure is liable to affect trade 
between Member States and to distort competition. 

(27) The Commission considers that the measure fulfils all conditions laid down in Article 
107(1) TFEU and, therefore, qualifies as State aid to NKBM.  

4.2. Compatibility 

(28) Slovenia intends to provide aid in the form of a recapitalisation to NKBM. Given the 
exacerbation of tensions in sovereign debt markets that has taken place since 2011, the 
Commission considers it appropriate to examine the measure under Article 107(3)(b) 
TFEU.  

(29) Article 107(3)(b) TFEU empowers the Commission to find that aid is compatible with 
the internal market if it is intended "to remedy a serious disturbance in the economy of a 
Member State". The Commission has acknowledged that the global financial crisis can 
create a serious disturbance in the economy of a Member State and that measures 
supporting banks are apt to remedy that disturbance. That assessment has been confirmed 
in the Recapitalisation Communication8 and the Restructuring Communication. The 
Commission still considers that requirements for State aid to be approved pursuant to 
Article 107(3)(b) TFEU are fulfilled in view of the reappearance of stress in financial 
markets. The Commission confirmed that view by adopting the 2010 Prolongation 
Communication9 and the 2011 Prolongation Communication10. 

(30) Therefore, the Commission continues to base its assessment of State aid measures in the 
banking sector on Article 107(3)(b) TFEU. 

(31) The Commission does not dispute the position of the Slovenian authorities that the Bank 
urgently needs a rescue aid in the form of a recapitalisation measure to meet its 
regulatory capital requirements. NKBM is the second-largest banking institution in 
Slovenia with significant market presence in Slovenian banking services. As such, as 
confirmed by Bank of Slovenia, it is a systemically important bank for Slovenia. 

                                                 
8  Commission Communication - 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. 

9  Communication from the Commission on the application, from 1 January 2011, of State aid rules to support 
measures in favour of bank's in the context of the financial crisis, OJ C 329, 7.12.2010, p. 7. 

10  Communication from the Commission on the application, from 1 January 2012, of State aid rules to support 
measures in favour of banks in the context of the financial crisis, OJ C 356, 6.12.2010, p. 7. 



7 
 

Consequently, a default of NKBM would create a serious disturbance in the Slovenian 
economy and would limit the provision of loans to the Slovenian economy. The measure 
thereby ensures that financial stability in Slovenia is maintained.  

(32) Hence, the Commission finds that the aid aims at remedying a serious disturbance in the 
Slovenian economy. 

Appropriateness 

(33) The objective of the capital increase is to improve the capital base and ratios of the Bank 
and align them with the regulatory minimum in a timely and efficient manner, at a time 
where private solutions for adequately strengthening the capital base are not available. 

(34) The Commission observes that applicable prudential requirements have recently been 
increased following the recommendations issued by the EBA. That development has 
given rise to concerns about the creditworthiness of certain financial institutions, […]. 
Hence, the intervention of State, in this case, is an appropriate means to strengthen a 
financial institution and thus to restore market confidence. 

(35) The Commission notes that there are measures and business activities implemented by 
NKBM, or in its favour, that need to be further scrutinised, as they may have 
implications on the assessment of the Bank's restructuring. However, at this stage, the 
Commission lacks sufficient details to express its view on them. Therefore the 
Commission will address those open issues in the context of the restructuring of NKBM. 
In particular, among others, the Commission will investigate further: (i) the sale of the 
insurance subsidiary; (ii) the capital increase of NKBM carried out in 2011; and (iii) the 
LME implemented in 2012.  

(36) Without prejudice to the outcome of the investigation of the issues mentioned in recital 
(34) the Commission considers that the measure at hand is appropriate to remedy a 
potential serious disturbance of the Slovenian economy. 

Necessity 

(37) The Commission recognises the need for the recapitalisation in favour of NKBM. The 
letters from the Bank of Slovenia endorse that necessity. In particular, the Bank of 
Slovenia states that currently the level of the CT1 is insufficient for the Bank to meet 
regulatory requirements from the end of 2012 and that NKBM is a systemically 
important bank for Slovenia. 

(38) Based on the Banking Communication, the aid measure must, in its amount and form, be 
necessary to achieve the objective. That implies that the recapitalisation must be of the 
minimum amount necessary to reach the objective. In that context, the Commission 
observes that Slovenia has limited the size of the hybrid loan to EUR 100 million, while 
the Bank is undertaking additional initiatives to further strengthen its capital base and 
cover the shortfall in terms of the EBA requirements, as explained in recital (13).  
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(39) The Bank conducted a LME by which holders of several subordinated capital 
instruments have been offered to be paid in cash or in the form of new debt of NKBM. 
Through that transaction (together with the sale of the insurance subsidiary) the bank has 
increased its capital to [5.0-10.0] %. The conditions under which that transaction has 
been conducted will be analysed in the context of the analysis of the restructuring plan of 
NKBM. 

(40) In conclusion, the measure is necessary to remedy a potential serious disturbance of the 
Slovenian economy. 

Proportionality 

(41) The Commission notes that Slovenia has committed to follow the pricing and other 
conditions for State recapitalisations laid down in the 2011 Prolongation Communication 
which requires, in particular, that new pricing conditions based on market data are 
applied and confirms the need for a presentation of a restructuring plan whenever 
recapitalisation measures are granted. 

(42) The Commission notes that the remuneration for the CoCos provided by the State is set 
at 10% per annum, which is in line with the guidelines of the Commission. The 
Commission positively notes that the level of remuneration as well as some other terms 
and conditions encourage NKBM to exit from the State intervention as soon as possible.  

(43) Furthermore, the terms of the CoCos are in line with the requirements stipulated in the 
Recapitalisation Communication and the 2011 Prolongation Communication as well as 
with Commission's case practice. In particular, an obligatory ACSM is put in place, 
according to which the coupon will be paid in shares if the Bank is unable to pay it in 
cash.  

(44) The Commission positively observes that a sufficient discount of 25% will be applied to 
the theoretical ex rights market price should the CoCos be converted into ordinary 
shares, which is in line with point 8 of the 2011 Prolongation Communication, to both 
the principal and the interest of the hybrid loan.   

(45) The Commission notes that the rescue aid is necessary to allow NKBM to comply by the 
end of 2012 with the required regulatory capital ratios. Given the uncertainty about the 
success rate of the intended LME and the effects on the capital of the sale of the 
insurance subsidiary it seems acceptable that the CoCos may, according to the current 
calculation of Slovenia, lead to a ratio above 9%.11 

(46) The Commission welcomes that Slovenia has committed to introduce a number of 
behavioural safeguards. In particular, Slovenia submitted the following behavioural 
commitments: an advertisement ban, an acquisition ban, a dividend ban, a hybrid coupon 
ban and a remuneration cap (see recital (20)). Those commitments ensure adequate 

                                                 
11  Slovenia submitted that after the injection of the CoCos the CT1 is expected to reach 9.46%. 
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burden-sharing and prevent the beneficiary from using the aid to finance anti-competitive 
behaviour or activities, which are not necessary for restoration of its viability.  

(47) In conclusion, the measure seems appropriate to remedy a potential serious disturbance 
of the Slovenian economy 

Obligation to submit a restructuring plan  

(48) The Commission welcomes that Slovenia has committed to submit a restructuring plan 
which will comply with the principles set out in the Restructuring Communication, in 
order to re-establish the individual bank's long-term viability without reliance on State 
support, while containing adequate burden-sharing measures and measures to limit 
distortions of competition. 

Conclusions on the compatibility of the aid measure 

(49) Therefore, the rescue recapitalisation of NKBM is an appropriate, necessary and 
proportionate measure to remedy a serious distortion of the Slovenian economy. It 
therefore is, based on the commitments given by Slovenia, compatible with the internal 
market pursuant to Article 107(3)(b) TFEU. 

5. CONCLUSION 

The Commission concludes that the measure in favour of NKBM constitutes State aid pursuant 
to Article 107(1) TFEU.  

The Commission finds that the rescue measure in favour of NKBM fulfils the requirements of 
Article 107(3)(b) TFEU and is temporarily compatible with the internal market for reasons of 
financial stability.  

The Commission takes note of the commitment of the Slovenian authorities to submit a 
restructuring plan within three months of the date of the present decision. 

The Commission notes that for reasons of urgency Slovenia exceptionally accepts the adoption 
of the Decision in the English language. 

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/competition/elojade/isef/index.cfm 

http://ec.europa.eu/competition/elojade/isef/index.cfm
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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 


	1. PROCEDURE
	2. DESCRIPTION OF THE MEASURE
	2.1. The beneficiary
	2.2. Events triggering the measure
	2.3. The measure

	3. POSITION OF SLOVENIA
	4. ASSESSMENT
	4.1. Existence of State Aid
	4.2. Compatibility

	5. CONCLUSION

