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Sir, 

I. PROCEDURE 

(1) On 21 July 2010, Greece notified to the Commission a request for approval of 
recapitalisation operations under the Financial Stability Fund (hereinafter the 
"measure"). On 21 July 2010, the Greek authorities also informed the 
Commission that they accept exceptionally the adoption of the Commission 
decision in the English language. 

(2) Following a number of exchanges, Greece submitted additional clarifications on 
30 July, 9, 19 and 25 August 2010. 

II. DESCRIPTION 

1. Legal basis and objective of the measure 

(3) The Memorandum of Understanding on Specific Economic Policy Conditionality 
between the Greek Government, the European Union, the International Monetary 
Fund and the European Central Bank dated 3 May 2010 provides for the 
establishment of a Financial Stability Fund (hereinafter the "Fund").  

(4) On 13 July 2010, the Greek Parliament enacted the Law 3864/2010 on the 
establishment of the Fund (hereinafter the "FSF Law"). The Fund is a legal 
person governed by private law, with administrative and financial independence.  
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(5) The objective of the Fund is to safeguard the stability of the Greek banking 
system by providing equity capital to credit institutions1. The Fund provides a 
safety net for credit institutions that may not be able to continue to comply with 
the capital requirements. 

2. The Beneficiaries 

(6) The beneficiaries of the Fund are all credit institutions, including subsidiaries of 
credit institutions having their registered office abroad, legally operating in 
Greece following authorization by the Bank of Greece (hereinafter "BoG"), as 
specified in Article 2 of the FSF Law. 

3. Description of the Fund 

Capital and organisation of the Fund 

(7) The capital of the Fund amounts to EUR 10 billion stemming from the EU-IMF 
financial support mechanism to Greece. The Fund’s capital shall be gradually 
paid up by the Greek State.  

(8) The capital of the Fund shall be gradually deposited, by decisions of the Minister 
of Finance, in a special interest-bearing account held by the Fund with the BoG 
solely for the purpose of the FSF Law2. 

(9) The Fund has its registered head office in Athens. The Fund is set up for a limited 
duration until 30 June 2017.  

Administration of the Fund 

(10) The Fund is managed by a Board of Directors (hereinafter the "Board"), which is 
the supreme decision-making body. The Board decides in full independence on 
any issue concerning the Fund’s administration, operation, asset management and 
pursuit of its objectives.  

(11) The Board comprises seven voting members i.e. the President, two Vice-
Presidents as executive members and four non-executive members. 

(12) All seven Board members shall be appointed by a Decision of the Minister of 
Finance after proposal of the Governor of the BoG for a term of five years, 
renewable until 30 June 2017.  

(13) One representative of the European Commission and one representative of the 
European Central Bank, appointed with their alternates by the respective 
institutions, shall be invited to participate in the Board meetings, without voting 
right and without prejudice to any scrutiny of the decisions of the Fund with 
regard to competition law issues. 

                                                 
1  The explanatory note on the FSF Law provides that the Fund will not support credit institutions’ 

liquidity which will continue to be provided under the existing arrangements i.e. European Central 
Bank and guarantees under the Law 3723/2008 "Enhancement of liquidity of the economy in response 
to the impact of the international financial crisis" (hereinafter the "Law 3723/2008").   

2  The capital of the Fund will be paid in tranches, starting as of September 2010. 
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(14) The Board shall submit bi-annual reports to the Greek Parliament which shall be 
submitted inter alia to the European Commission.  

Activation of the Fund 

(15) According to Article 6 of the FSF Law, the activation of the Fund can occur in the 
following situations provided that the credit institution has failed in its attempt to 
increase its own funds with the participation of its current or new shareholders 
(i.e. no private solution has been found): 

(i) When the credit institution complies with the Pillar 2 capital 
requirements3, but on the basis of the stress test assumptions of the BoG, 
there is a well-founded risk that the credit institution may not be able to 
continue to comply with these Pillar 2 capital requirements; in this case, 
the credit institution may apply for a recapitalisation under the Fund on its 
own initiative or following instructions from the BoG; 

(ii) When the credit institution does not comply with the Pillar 2 capital 
requirements; in this case, the credit institution may apply for a 
recapitalisation under the Fund following instructions from the BoG; 

(iii) When the credit institution does not comply with the Pillar 1 capital 
requirements4; in this case, the credit institution may apply for a 
recapitalisation under the Fund following instructions from the BoG. 

(16) If the credit institution does not apply for a recapitalisation under the Fund 
following the BoG’s instructions in situations (ii) and (iii), BoG shall appoint a 
Commissioner or shall withdraw the credit institution’s authorisation.  

(17) The credit institution’s request for a recapitalisation under the Fund following an 
instruction of the BoG  may be submitted to the Fund within one month after the 
receipt of the BoG’s instruction and shall be accompanied by the following:  

(i) a business plan specifying the amount of the required capital injection and 
detailing the measures which the credit institution intends to take in order 
to safeguard and strengthen its solvency the soonest possible, by 
increasing its capital and/or restoring its profitability through cost-cutting, 
reducing risks or receiving support from other companies of its group, etc. 
The plan may also include any prospects of a merger or absorption, or a 
transfer of its activities or units to another credit institution or financial 
organisation; and  

(ii) a detailed timetable for the implementation of the measures, explicitly 
stating the estimated time by which the credit institution should be able to 
repurchase the preference shares issued following the capital increase.  

                                                 
3  The level of Pillar 2 capital requirements which is different for each bank is calculated according to 

Article 28 of the Law 3601/2007 on the taking up and pursuit of the business of credit institutions, 
capital adequacy of credit institutions and investment firms, and other provisions (hereinafter "Law 
3601/2007") and the BoG’s Governor Decision no.2595/20.08.2007. 

4  The level of Pillar 1 capital requirements is set up at present at 8% of Risk Weighted Assets according 
to Article 27 of the Law 3601/2007. 
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(18) If the Fund deems the business plan sustainable, it can, following consultation 
with, or upon proposal by, the BoG, grant the capital injection to the credit 
institution in accordance with the provisions of the current Commission decision. 
The amount of the capital injection shall be determined by the Fund following a 
proposal of the BoG. 

(19) The Fund and the credit institution shall jointly draw up a detailed restructuring 
plan or amend any plan already submitted to the European Commission, in 
accordance with the applicable EU State aid legislation and the relevant 
guidelines provided by the European Commission. Within six months from the 
granting of the capital injection, Greece shall submit the restructuring plan to the 
European Commission. 

(20) The Fund shall monitor and evaluate the proper implementation of the 
restructuring plan. Moreover, it shall provide all necessary information to the 
Ministry of Finance in order to fulfil its reporting obligations to the European 
Commission.  

Granting of capital injection – issuance of shares 

(21) The capital injections shall be carried out by issuance of preference shares, except 
for the situation when the credit institution does not comply with the Pillar 1 
capital requirements and no private solution has been found, where the capital 
increase shall be carried out by issuance of common shares. Such capital 
increases shall be covered entirely in cash.  

(22) The preference shares shall qualify as additional items of the credit institutions’ 
Tier I capital. The preference shares in excess of the permitted maximum 
percentage of the credit institution’s Tier I capital shall be classified as Tier II 
capital.  

(23) The issue price of shares shall reflect the fair value or market price as estimated 
disregarding any actual or potential support by the Greek State, the Fund or the 
BoG outside the framework of Eurosystem operations5.  

Remuneration of the preference shares 

(24) The holders of the preference shares shall have a right to non-cumulative 
compensation, the amount of which shall be determined by a decision of the Fund 
in accordance with applicable legislation and the guidelines of the European 
Commission.  

(25) In principle, the remuneration of the preference shares is 10%. The Greek 
authorities shall notify individually the cases where the remuneration is lower 
than 10%. 

                                                 
5  For the purposes of determining the issue price of shares, account shall be taken of the average of the 

valuations provided by two independent audit firms using commonly accepted methodologies and 
criteria. Such audit firms shall be appointed by the Fund and the credit institution, respectively. In the 
event of a deviation of more than 10% between the two valuations, the final price shall be determined 
definitely by a third independent audit firm, appointed by a joint decision of the Minister of Finance 
and the Governor of the BoG. In any event, the guidelines of the European Commission regarding 
similar valuations shall be observed. 
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Redemption of preference shares 

(26) The preference shares issued following a recapitalisation under the Fund shall be 
in principle repurchased in their entirety by the credit institution after a period of 
five years or earlier, upon approval by the BoG6.  

(27) The redemption price of the shares shall be set at the highest between the original 
issue price (plus accrued and unpaid dividends) and the fair value at the time of 
the decision to convoke the General Meeting of Shareholders for the purposes of 
the share redemption. The fair value shall be calculated according to the same 
methodology as the issue price of shares provided in point 23.  

(28) A partial redemption shall not be permitted. Any redemption shall be subject to 
the approval of the BoG, which shall be granted provided that the redemption 
does not jeopardise the solvency of the credit institution and the financial 
stability. 

(29) In the event that the five-year period has lapsed and the redemption of the 
preference shares7 by the credit institution has not been completed, an annual 
cumulative surcharge of 2% per annum8 shall be imposed on the amount of 
annual compensation provided for in Article 10(2) of the FSF Law. 

Conversion of preference shares into common shares 

(30) The preference shares shall be converted into common transferable shares by a 
decision of the Fund, following a proposal by the BoG provided that (a) specific 
targets of the restructuring plan are not effectively met, especially in relation to 
the level of its capital adequacy, or (b) the overall minimum limits of the credit 
institution’s Pillar 1 or of the Pillar 2 capital requirements are not satisfied.  

(31) The conversion ratio between preference and common shares shall be determined 
at the time of the capital injection on the basis of the issue price of preference 
shares, as defined by the Fund and the credit institution, taking into account the 
assessment of the independent audit firms.  

Rights attached to the preference shares 

(32) The preference shares shall confer upon the holders thereof a right to vote in the 
General Meetings of Shareholders.   

(33) The preference shares shall not be transferrable by the Fund to third parties and 
shall not be tradable in a regulated market until the end of the Fund’s duration.  

(34) The preference shares shall confer to the Fund the right to participate in the credit 
institution’s Board of Directors with an additional member. In this respect, the 
Fund’s representative shall have: 

                                                 
6  The recognition of instruments (preference shares) under the Fund as own funds of the credit 

institution shall be in accordance with the provisions of the Capital Requirements Directive (CRD), as 
amended by Directive 2009/111/EC of the European Parliament and of the Council of 16 September 
2009 (OJ L 302, 17.11.2009 p.97 (CRD 2). 

7  See footnote 6. 
8  For example, in case of a 10% remuneration, the remuneration will increase annually to 12%, 14%, 

16%, etc. 
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(i) the right to call a General Meeting of Shareholders;  

(ii) the right to veto any decision of the credit institution’s Board of Directors 
regarding: 

a. the distribution of dividends9 and the remuneration policy in relation to 
the credit institution’s chairman, managing director and other members 
of the Board of Directors, as well as general managers and their 
deputies; or 

b. any decision that could jeopardise the interests of depositors or seriously 
impair the credit institution’s liquidity or solvency or its overall sound 
and smooth operation. 

(iii) the right to suspend any meeting of the credit institution’s Board of 
Directors for three business days, until instructions are given by the 
Fund’s Board, following consultation of the Fund with the BoG.  

(35) The Fund’s representative shall have free access to the credit institution’s books 
and records for the purposes of the FSF Law.  

Financial statements – Audit. Tax exemptions. Other provisions. 

(36) The Fund shall send copies of the monthly balance sheets, the copy of the annual 
financial statements, together with the auditor’s report and the Board’s Activity 
report to, inter alia, the European Commission10.  

(37) The Fund shall enjoy all the administrative, financial and judicial immunities 
applicable to the State. The Fund shall be exempted from the payment of any 
direct or indirect taxes, contributions in favour of third parties and all types of 
charges imposed by the State other than VAT.  

(38) Throughout any period during which the Fund may participate in the capital of a 
credit institution, the latter shall not be allowed to purchase its own shares.  

III.  POSITION OF GREECE 

(39) The Greek authorities have notified the measure as compatible State aid within 
the meaning of Article 107(3)(b) of the Treaty on the Functioning of the 
European Union (TFEU)11. 

(40) The Greek authorities informed the Commission that the Recapitalisation Scheme 
established under Law 3723/2008 "For the enhancement of liquidity of the 
economy in response to the impact of the international financial crisis" and 

                                                 
9  Regarding the dividend policy, Article 10(4) of the FSF Law provides that the relevant provisions of 

Law 3723/2008 shall apply.  
10  The Fund shall send also the documents to the Greek Parliament, the Minister of Finance, the 

Governor of the BoG, the European Central Bank and the International Monetary Fund. 
11  With effect from 1 December 2009, Articles 87 and 88 of the EC Treaty have become Articles 107 

and 108, respectively, of the Treaty on the Functioning of the European Union. The two sets of 
provisions are, in substance, identical. For the purposes of this Decision, references to Articles 107 
and 108 TFEU should be understood as references to Articles 87 and 88, respectively, of the EC 
Treaty where appropriate.  
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approved by the Commission decision of 19 November 2008 in State aid case 
N560/2008 with the subsequent prolongations and amendments (hereinafter the 
"Recapitalisation Scheme")12 will continue to operate in parallel with the notified 
measure. Moreover, the Greek authorities committed to maintain the same 
behavioural constraints already in place under the Recapitalisation Scheme i.e. 
the dividend ban13 and the coupon ban on hybrids, where there is no legal 
obligation to proceed with such payment 14. 

(41) As already indicated in Article 6(7) of the FSF Law, the Greek authorities 
committed that the restructuring plan of any credit institution recapitalised under 
the Fund will be in accordance with the requirements of the Commission 
Communication on the return to viability and the assessment of restructuring 
measures in the financial sector in the current crisis under the State Aid rules15 
(hereinafter the "Restructuring Communication"). On 22 June 2010, the Greek 
authorities committed to submit to the European Commission a restructuring plan 
or an update of the existing restructuring plan for all banks that will require a 
second recapitalisation16. The Greek authorities confirmed that this commitment 
is also valid for the present measure. 

(42) Regarding the deadline for the submission of the restructuring plan which should 
be within six months from the granting of the capital injection at the latest, the 
Greek authorities committed that, if the Commission requests the Ministry of 
Finance that a particular amendment of an existing restructuring plan needs to be 
submitted within a shorter deadline, that shorter deadline will be observed.  

(43) The Greek authorities committed to inform the Commission in advance of the 
capital injection for the intention to proceed with a recapitalisation under the 
Fund, as already indicated in Article 6(6) of the FSF Law.  

(44) As already indicated in Article 6(6) of the FSF Law, the Greek authorities 
committed that any capital injection will be in accordance with the applicable EU 
State aid legislation and the relevant guidelines provided by the European 
Commission. In addition, Greece committed to notify individually any capital 
injection where the remuneration for the preference shares is below 10%.  

                                                 
12  See Commission decision of 19 November 2008 in State Aid N 560/2008 "Support Measures for the 

Credit Institutions in Greece", OJ C 125, 05.06.2009, p. 6; Commission decision of 18 September 
2009 in State Aid N 504/2009 "Prolongation and amendment of the Support Measures for the Credit 
Institutions in Greece ", OJ C 264, 06.11.2009, p. 5.; Commission decision of 25 January 2010 in 
State Aid N 690/2009 "Prolongation of the Support Measures for the Credit Institutions in Greece", 
OJ C 57, 09.03.2010, p. 6; Commission decision of 12 May 2010 in State Aid N 163/2010 
"Amendment to the Support Measures for the Credit Institutions in Greece", OJ C 166, 25.06.2010, p. 
2; Commission decision of 30 June 2010 in State Aid N 260/2010 "Extension of the Support Measures 
for the Credit Institutions in Greece", not yet published. 

13  See Commission decision of 19 November 2008 in State Aid N 560/2008 "Support Measures for the 
Credit Institutions in Greece", OJ C 125, 05.06.2009, p. 6, point 19(c). 

14  See Commission decision of 25 January 2010 in State Aid N 690/2009 "Prolongation of the Support 
Measures for the Credit Institutions in Greece", OJ C 57, 09.03.2010, p. 6, point 18. 

15  OJ C195 of 19.8.2009. 
16  See Commission decision of 30 June 2010 in State Aid N 260/2010 "Extension of the Support 

Measures for the Credit Institutions in Greece", point 20, not yet published. 
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IV. ASSESSMENT 

1. Existence of State aid 

(45) The Commission has to assess whether the measure constitutes State aid within 
the meaning of Article 107(1) TFEU. According to this provision, 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. 

(46)  The qualification of a measure as State aid first of all presupposes that the aid 
must be imputable to the State and financed by a Member State or through State 
resources. Neither imputability nor the presence of State resources are put into 
question by the fact that the Fund is independent. It is true that according to 
settled case-law17 regarding public undertakings it is not sufficient that the State is 
in a position to control a public undertaking and to exercise a dominant influence 
over its operations, but an actual exercise of that control must exist. However, in 
the present case the Fund is not acting as a public undertaking and its activities 
cannot be considered as falling into the sphere of a commercial market operator18. 
Instead, the Fund is solely executing a public task. In addition it can be noted that 
the capital of the Fund is fully and solely paid by the Greek State, all seven 
members of the Fund's Board shall be appointed by a decision of the Minister of 
Finance and the Fund shall enjoy all the administrative, financial and judicial 
immunities applicable to the State. 

(47) The Commission also considers the measure to be selective as it only benefits 
credit institutions, by enhancing their solvency to withstand the possible losses 
should private funding sources not be sufficient. Such support would not have 
been provided by a market economy investor as the Fund by law only intervenes 
where no market economy operator was willing to invest on similar terms.   

(48) The measure therefore distorts competition as it strengthens the position of 
beneficiaries by providing them with the financial resources to continue to 
comply with the capital requirements. As the beneficiaries are active in other 
European financial markets and as financial institutions from other Member 
States operate in Greece, the recapitalisations under the Fund are also likely to 
affect trade between Member States. 

(49) On the basis of the foregoing, the measure fulfils all the conditions laid down in 
Article 107(1) TFEU and therefore constitutes State aid. 

2. Compatibility of the measure 

(50) As regards compatibility of the measure with the internal market, the Commission 
first needs to determine whether the aid can be assessed under Article 107(3)(b) 
TFEU, i.e. whether the aid remedies a serious disturbance in the economy of 

                                                 
17  Cf. Case C-482/99 France v Commission ("Stardust Marine") [2002] ECR I-4397. 
18  The Fund is prohibited from any type of investment or borrowing activity, except for the management 

of the Fund's capital which shall be incorporated in non-transferable securities and shall be deposited 
in a special interest-bearing account held by the Fund in the BoG solely for the purpose of the FSF 
Law. 
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Greece. Subsequently, the Commission, using this legal basis, has to assess 
whether the measure at issue is compatible with the internal market. 

2.1 Application of Article 107(3)(b) TFEU 

(51) Article 107(3)(b) TFEU enables the Commission to declare aid compatible with 
the internal market if it has the effect "to remedy a serious disturbance in the 
economy of a Member State".  

(52) The Commission observes that although access to funding and capital for banks 
has gradually improved in most markets over the past year and is no longer a 
systematic and generalised problem, markets have not yet fully returned to 
entirely normal functioning. Moreover, the current situation of the Greek 
economy and the banking sector may not provide the necessary incentives for 
private investors to ensure the funding resources in case of capital shortfalls. In 
this matter, the objective of the measure is to safeguard the financial stability of 
the Greek banking system by providing equity capital to credit institutions that 
may not be able to continue to comply with the capital requirements.  

(53) For these reasons, under the current circumstances the recapitalisations under the 
Fund must be considered necessary to remedy a serious disturbance in the 
economy of Greece. 

2.2 Compatibility assessment 

(54) In line with the Banking Communication, in order for an 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 that the measure has to be 
appropriate, necessary and proportionate. 

(55) The 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" (hereinafter "the 
Recapitalisation Communication")19, 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 facing insolvency20. 

(56) The purpose of the measure is to strengthen the capital of the credit institutions 
and to ensure that beneficiaries are sufficiently capitalised so as to better 
withstand potential stress. The Commission has already observed in several cases 
that recapitalisations are in principle an appropriate means of strengthening credit 
institutions and thus to restore market confidence21.  

                                                 
19  OJ C 10 of 15.01.2009, p. 2. 
20  See the Recapitalisation Communication, point 6. 
21  See Commission decision of 13 October 2008 in State aid N507/2008 "Guarantee Scheme for banks in 

the United Kingdom", OJ C 290, 13.11.2008, para. 46 and Commission decision of 27 October 2008 
in State aid N512/2008 "Support measures for financial institutions in Germany", OJ C 293, 
15.11.2008, para. 41.  
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(57) In particular, the measure provides a safety net to deal with potential capital 
shortfalls of banks in Greece and thereby also ensures that financial stability in 
Greece is maintained.  

(58) The Commission observes that the notified measure will operate in parallel with 
the Recapitalisation Scheme. Although the two measures have the same objective, 
the Commission notes that the notified measure benefits of specific legislation 
and it is the result of consultations between the Greek authorities, the 
International Monetary Fund, the European Commission and the European 
Central Bank. The Memorandum of Understanding provided for the establishment 
of the Fund by the Greek government and the BoG as a new safety net to preserve 
the sound level of bank equity and thus improve conditions to support the real 
economy. Nevertheless, the conditions applicable to the recapitalisations under 
the Fund are aligned with the provisions of the Recapitalisation Scheme in order 
to ensure the same level playing field between the two measures22. 

(59) According to the Banking Communication, the aid measure must, in its amount 
and form, be necessary to achieve the objective. That implies that the 
recapitalisations under the Fund must be of the minimum amount necessary to 
reach the objective. In this context, the Commission observes that the measure 
must be accompanied by a business plan which puts emphasis to the fact that all 
other measures must be exhausted before the bank can turn to the Fund. Thus, the 
aid is limited to the minimum necessary.  

(60) The measure is also limited in time. The Greek authorities request the approval of 
the recapitalisations under the Fund until 31 December 201023.  If the Greek 
authorities intend to prolong the measure after this period, they will have to notify 
this to the Commission which will assess at that stage the terms and conditions 
for the prolongation.  

(61) A key element is the market-oriented remuneration for the capital invested24. The 
Commission recalls that a remuneration of preference shares of 10% is also 
provided by the Recapitalisation Scheme. The Commission notes that, based on 
secondary market levels, the funding cost for senior debt instruments (with a 
medium-term maturity) issued by Greek banks already exceeds 10%. Given that 
the preference shares are subordinated and have a more junior ranking than senior 
debt instruments, their cost would probably be even higher. However, the 
Commission still accepts 10% as a safe haven in consistency with the provisions 
of the Recapitalisation Communication25 as long as it is close to the remuneration 
required for a similar bank under normal market conditions in the European 
Union. Therefore the Commission notes positively that the Greek authorities have 
limited the scope of capital injections under the measure to those that are 

                                                 
22  As regards the Recapitalisation Scheme, according to the Greek authorities, there have been no further 

recapitalisations since the amendments introduced to the scheme by Commission decision of 18 
September 2009. The total amount granted is EUR 3.769 billion out of the total amount available of 
EUR 5 billion. As of 16 June 2010, the remainder, EUR 1.231 billion, is allocated but not yet granted.  
See Commission decision of 30 June 2010 in State Aid N 260/2010 "Extension of the Support 
Measures for the Credit Institutions in Greece", point 6, not yet published. 

23  This is without prejudice to the legality of the Fund and its duration until 30 June 2017. 
24  See the Banking Communication, point 39. 
25  See the Recapitalisation Communication, point 44 and 46, footnote 1. 
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remunerated at 10% and committed to notify individually all the cases where the 
remuneration is lower than 10%.   

(62) The participation of the Fund in the share capital increase of the credit institution 
is carried out by issuance of preference shares and by issuance of common shares 
only when the Pillar 1 capital requirements are not met and no private solution 
has been found. Moreover, the preference shares are converted into common 
shares in case of failure to implement specific conditions of the restructuring plan 
or when the capital requirements are not fulfilled. The Commission notes that the 
recapitalisations by issuance of common shares lead to a significant dilution of 
the shareholders and therefore burden-sharing.  

(63) The Commission observes that the redemption of the preference shares shall take 
place after a period of five years or earlier, upon approval by the BoG. However, 
in case the five-year period has elapsed and the redemption of the preference 
shares by the beneficiary has not been completed, the FSF Law provides a 
progressive cumulative increase of 2% on the amount of annual compensation. 
The Commission notes positively that the cumulative surcharge is imposed in 
order to ensure that credit institutions will be prevented from being constantly 
dependent on the Fund and also will be motivated to adopt the relevant necessary 
structural measures26. This step-up clause represents an exit incentive from the 
measure and it is in line with the Recapitalisation Communication27.  

(64) The Commission observes that six months from the granting of the capital 
injection, the Greek authorities shall submit to the Commission a restructuring 
plan for the credit institution recapitalised under the Fund in accordance with the 
Restructuring Communication.  

(65) The Commission observes that the beneficiaries of the Fund are subject to 
behavioural conditions which aim to limit the distortion of competition. In this 
matter, the Commission notes positively that the representative of the Fund has a 
veto right in any decision of the beneficiary's Board concerning the distribution of 
dividends, remuneration policy or decisions that may affect the depositors' rights, 
the liquidity or the proper functioning of the credit institution. The Commission 
notes that the Greek authorities committed to maintain the same behavioural 
constraints undertaken under the Recapitalisation Scheme, in particular the 
dividend ban and the coupon ban on hybrids.  

(66) The Commission thus concludes that: (i) the recapitalisations under the Fund are 
appropriate to restore the confidence in the Greek banking sector; (ii) the measure 
is necessary as it is limited to the minimum; (ii) there are sufficient measures 
limiting the negative spill-over effects for other competitors to enable the 
Commission to approve the recapitalisations under the Fund. The Commission 
can therefore approve the measure until 31 December 2010.  

                                                 
26  See the Explanatory Note on the FSF Law for Article 8. 
27  See the Recapitalisation Communication, point 31. 



 12

 

DECISION  

The Commission finds that the measure constitutes State aid within the meaning of 
Article 107(1) TFEU. 

Since the measure satisfies the conditions for aid under Article 107(3)(b) TFEU, it is 
compatible with the internal market. The Commission has accordingly decided not to 
raise objections to the notified measure until 31 December 2010. 

The Commission notes that Greece has exceptionally accepted that the decision be 
adopted 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/community_law/state_aids/state_aids_texts_el.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 of the Commission 

 

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