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Subject: State Aid SA.31927 N 535/2010 – Hungary 
 Prolongation of the Hungarian liquidity scheme for banks 
 
 
Sir,  
 

I. PROCEDURE 
1. The Hungarian authorities notified a liquidity scheme (hereinafter "the scheme") on 9 

November 2009. 

2. On 14 January 2010 the Commission approved the scheme on the basis Article 
107(3)(b) of the Treaty on the Functioning of the European Union (TFEU)1 in State 
aid case NN68/2009 until 30 June 20102. 

3. On 7 June 2010, Hungary notified a request for the prolongation of the scheme until 
31 December 2010 which was approved by Commission decision of 28 June 2010 in 
State aid case N 225/20103. Additional information was provided on 25 November 
2010. On 15 November 2010, Hungary notified a request to prolong the scheme by 
six months until 30 June 2011.  

4. Hungary accepts that the decision exceptionally be adopted in the English language. 

 

II. DESCRIPTION 
5. In response to the ongoing exceptional turbulence on the financial markets, Hungary 

enacted a law which provides for liquidity support in the form of loans to financial 

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

2 Commission decision C(2010) 91 final; OJ C 47, 25.02.2010, p.16.  
3 Commission decision C(2010) 4399 final; OJ C 217, 11.08.2010, p.2. 
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institutions. The scheme is based on Article 5 of Act IV of 2009 published in the 
Official Gazette ("Magyar Közlöny") No. 2009/28 on 10 March 2009. 

6. Under the Act, the Minister responsible for public finances, acting through ÁKK Zrt. 
(Government Debt Management Centre) is empowered to conclude loan contracts 
with financial institutions. 

7. The Hungarian authorities now seek to prolong the scheme by six months, i.e. until 
30 June 2011. 

8. In line with point 18 of the Commission decision of 28 June 2010, Hungary 
submitted information on the operation of the scheme to date.  

9. Since its inception in March 2010, the Hungarian authorities have concluded loan 
agreements with three banks under the scheme: OTP Bank Nyrt. (hereinafter: 
"OTP"), FHB Jelzálogbank Nyrt. (hereinafter: "FHB") and MFB Zrt./Eximbank Zrt. 
(hereinafter: " MFB group"). 

10. The loan agreement with OTP was concluded on 25 March 2009 for a total of HUF 
400 billion (EUR ~1.45 billion4). OTP repaid HUF 200 billion on 5 November 2009 
and the remaining HUF 200 billion was paid back on 19 March 2010. 

11. The loan agreement with FHB was concluded on 25 March 2009 for a total of 
approximately HUF 120 billion (EUR ~0.43 billion), with a maturity date of 11 
November 2012.  

12. Finally, the loan agreement with MFB Group was concluded on 14 April 2009 for a 
total of approximately HUF 170 billion (EUR ~0.61 billion), with a maturity date of 
11 November 2012.  

III. POSITION OF HUNGARY 
13. The Hungarian authorities claim that the scheme is compatible with the internal 

market because it is still necessary to remedy a serious disturbance in the Hungarian 
economy pursuant to Article 107(3)(b) TFEU. 

14. The Hungarian authorities are of the view that it is necessary to extend the deadline 
for granting loans until 30 June 2011, since the original goals of the measure are still 
valid. The Hungarian Central Bank in a letter of 12 November 2010 confirmed the 
necessity of the continuation of the scheme for reasons of financial stability. 

15. Hungary undertakes to maintain the conditions and commitments made since the 
introduction of the liquidity scheme and upheld in the context of its last extension, as 
reflected in the Commission decision of 28 June 2010.  

16. In addition to the existing commitments concerning reporting obligations, Hungary 
undertakes to submit to the Commission a concise mid-term review on the operation 
of the liquidity scheme by 15 April 2011 at the latest. 

 

IV. ASSESSMENT 
17. In its decision of 14 January 2010, the Commission concluded that the scheme 

constitutes State aid within the meaning of Article 107(1) TFEU. However it found 
that the measures were compatible with the internal market under Article 107(3)(b) 
TFEU, because they were apt to remedy a serious distortion of the Hungarian 

                                                 
4  Exchange rate as of 24 November 2010 
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economy. To that end, the Commission had assessed the appropriateness, necessity 
and proportionality of the measure. 

18. The Commission observes that the extension of the scheme is a response to the 
continuing financial difficulties that Hungary, as most Member States, continues to 
experience. Since the objective of the measure is to provide short- and medium-term 
financing to financial institutions which have difficulties to obtain funds on the 
financial markets, it is important to ensure the availability of the scheme as long as 
the global financial crisis continues. 

19. Although access to funding for banks has gradually improved in most funding 
markets over the past year and is no longer a systematic and generalized problem, 
markets have not yet fully returned to normal functioning. Against this background 
and taking into account the residual fragility of recovery process and the possibility 
of setbacks in that process, the continuation of the subject scheme can be deemed 
necessary to ensure financial stability as confirmed by the Hungarian Central Bank. 
The Commission therefore considers that the prolongation of the scheme for a further 
six months is appropriate and necessary to remedy a disturbance of the Hungarian 
economy. 

20. On the basis of the above, the notified prolongation of the liquidity scheme for banks 
does not alter the Commission's previous assessment in the decision of 14 January 
2010 and the prolongation decision of 28 June 2010. 

21. The prerequisites for the compatibility of guarantee schemes with Article 107(3)(b) 
TFEU that have been established by the Banking Communication5 and the 
Commission's subsequent decisional practice continue to apply. 

22. As regards the specific features of the scheme, in assessing the request for the 
prolongation the Commission has to balance its positive effects for financial stability, 
the distortions of competition that the extension entails and the delay in the return to a 
normal functioning of the financial markets. Liquidity schemes should contain 
minimum exit incentives, and a gradual alignment to market conditions should take 
place in order to minimise negative spill-over effects on competitors and other 
Member States. The Commission considers that the conditions of the scheme comply 
with these requirements.  

23. As regards the combination of this liquidity scheme with other aid measures, as 
indicated in the Annex to the Restructuring Communication6, any restructuring plan 
should contain all State aid received as individual aid or under a scheme during the 
restructuring period and all such aid needs to be justified as satisfying all criteria 
prescribed by the Restructuring Communication (i.e. return to viability, own 
contribution by the beneficiary and limitation of competition distortion). 
Accordingly, once a Member State is under an obligation to submit a restructuring 
plan for a certain aid beneficiary, the Commission needs to take a view in its final 
decision as to whether any aid granted during the restructuring period satisfies the 
criteria required for the authorisation of restructuring aid. To this end an individual ex 
ante notification is necessary in such cases. 

24. Furthermore, the Commission recalls that based on point 16 of the Restructuring 
Communication, if aid not initially foreseen in a notified restructuring plan is 

                                                 
5  Communication from the Commission – The application of State aid rules to measures taken in relation to 

financial institutions in the context of the current global financial crisis ("Banking Communication"), OJ C 270, 
25.10.2008. 

6 OJ C 195, 19.08.2009. 
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necessary for the restoration of viability, this additional aid cannot be granted under 
an approved scheme but needs to be subject to individual ex ante notification and any 
such further aid will be taken into account in the Commission’s final decision on that 
bank. 

25. In addition to the above, Hungary agrees to provide the Commission with a concise 
mid-term review of the operation of the scheme by 15 April 2011. That information 
will allow the Commission to assess the appropriateness, necessity and 
proportionality of possible further prolongations of the scheme beyond 30 June 2011 
and the conditions for such prolongations. Any further prolongation will require the 
Commission's approval and will have to be based on a review of the developments in 
financial markets and the scheme's effectiveness. 

V. DECISION 
The Commission concludes that the notified prolongation of the Hungarian scheme does 
not alter its previous assessments in the decision of 28 June 2010 in State aid case N 
225/2010 that the scheme is compatible with the internal market. The Commission has 
accordingly decided not to raise objections. 

The Commission recalls that, according to the commitment of the Hungarian authorities, 
the measure is limited in duration until 30 June 2011.  

The Commission notes that Hungary exceptionally accepts 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_hu.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  
 
 


