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Bail-in: the principles

e general principle: prior to any state aid to a bank in the EU, its
creditors must participate in »burden sharing« through either a
conversion into equity or a write-down of their claim’s principal

e consultation: 30 March 2012: EC distributes to a selected group of
financial institutions a discussion paper posing a series of questions
regarding their views on possible bail-in principles and practices

e guidelines: 1 August 2013: EC Banking Communication, Official
Journal of the EU C216:1-15, 30 July 2013
e directive: 15 May 2014: EU Bank Recovery and Resolution Directive

(BRRD / Directive 2014/59/EU), Official Journal of the EU L173:190-
348, 12 June 2014

e Official Journal of the EU:
series C: communications of the EU institutions, bodies and agencies
series L: EU legislation
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Bail-in: the (very diverse) practices

state aid
bank country granted shares subordinated bonds
SNS Reaal Netherlands Feb. 2013 [IWIPEAIGUENIN wiped out, but Jul. 2013 retail investors repaid 100%
Bank of Cyprus Cyprus Mar. 2013 diluted > 90% converted into shares
Bankia Spain Mar. 2013 diluted > 90% repaid 64% (hybrid bonds) / 87% (bonds w. maturity)
Banco Gallego Spain Mar. 2013 diluted > 90% repaid 61% (hybrid bonds) / 89% (bonds w. maturity)
Catalunya Banc Spain Mar. 2013 diluted > 90% repaid 60% (hybrid bonds) / 85% (bonds w. maturity)
NCG Banco Spain Mar. 2013 diluted > 90% repaid 60% (hybrid bonds) / 87% (bonds w. maturity)

Aug. 2013: EC Banking Communication published

Hypo Alpe Adria Grp Austria  Sep. 2013 nationalized 2009 SRS TN

Monte Paschi Siena Italy Nov. 2013 diluted > 90%

NLB Slovenia  Dec. 2013 |

NKBM slovenia  Dec. 2013 |

Abanka slovenia  Dec. 2013 |

Probanka slovenia  Dec. 2013 |

Factor banka slovenia  Dec. 2013 |
Jun. 2014: EU Banking Recovery and Resolution Directive enacted

Banca Tercas Italy Jun. 2014 [ wipedout | repaid 100% by interbank fund (FITD)

Hypo Alpe Adria Grp Austria Aug. 2014 nationalized 2009 wiped out, but May 2016 offered 45% repayment

Banco Espirito Santo Portugal  Aug. 2014 [NipEECUEN turned into bonds of the bad part of the bank

Banka Celje Slovenia  Dec. 2014 | N5 Ea N i

Permanent TSB Ireland Apr. 2015 diluted > 90%

Banca Romagna Coop Italy Jul. 2015 | wipedout | repaid 100% by the coop-interbank fund (FGD)
Banca Etruria Italy Nov. 2015 [WipedouEl ™  wiped out, but May 2016 offered 80% repayment
Banca Marche Italy Nov. 2015 [WipedoUt ™ (expropriated holders with annual income <35000 €
CaRiChieti Italy Nov. 2015 [INWIpEdSUE Y or movable property <100000 €) or arbitration with
CaRiFerrara Italy Nov. 2015 [NWipedout™™ ™ up to 100% repayment (all expropriated holders)
Natl Bank of Greece Greece Dec. 2015 diluted > 90% offered a choice: converted into shares or repaid

Piraeus Bank Greece Dec. 2015 diluted > 90% 9% (hybrid bonds) / 43% (bonds with maturity)



World Federation of Investors

A‘AVZMD .. )((:II\I/:tI-r: International Forum, - BE"EH rl“n“ci ‘g’ﬁ WFI

European Federation of Investors and Financial Servic

Vseslovensko zdruZenje malih delni¢arjev The
PanSlovenian Sharem:lders Association .. Monaco 31 05 03 06 2016 Fédér 3'” Européenne des Epargnants et Usagers des Services f nanciers

Bail-in: the (very diverse) practices

e Netherlands - February 2013
(SNS Reaal):

- shareholders and subordinated
bondholders are wiped out without
compensation ...

W Government of the Netherlands

EVCHE Topics  Ministries  Gowermment  Documents

Home * Latest » MNews

Dutch minister of Finance makes offer for compensation
due to the nationalisation of SNS REAAL

Mews itemn | 04-03-2013 | 12:04

The Dutch minister of Finance makes an offer for compensation due to the
expropriation of shares and subordinated debt of SNS REAAL and SNS Bank.
The offer amounts to €0,- for both the expropriated shares as well as the
subordinated debt.
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Bail-in: the (very diverse) practices

Netherlands - February 2013
(SNS Reaal):

- shareholders and subordinated
bondholders are wiped out without
compensation ...

... but in July 2013, Dutch authorities
offer to holders of the 2003 issue that
was offered also over-the-counter,

i.e. to non-professional investors, a full
compensation of their claim (nominal
value plus interest) ...

BloombergBusiness B Q

NS Reaal Offers Bondholders
$66 Million Ahead of Court Ruling

by Maud van Faal

Jube 1, 2013 — 128 PM GEST f W

SNS Reaal NV offered to pay 50 million euros ($66 million) to
some holders of subordinated debt aefzed during the Dutch
bank’s nationalization, while others sesking compensation

will have to awalit a court ruling.

SNS didn'’t properly inform investors of the risks associated
with buying the participation certificates, a type of
subordinated debt, the Utrecht-based bank said in a written
statement today, The compensation for buving the bonds

1o lah oW jWN WL 010E R ED = qual to the nominal value plus interes
investors would have earned on 10-year governmment bonds,

it said.
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Bail-in: the (very diverse) practices

e Netherlands - February 2013
(SNS Reaal):

- shareholders and subordinated
bondholders are wiped out without
compensation ...

e ... butin July 2013, Dutch authorities
offer to holders of the 2003 issue that
was offered also over-the-counter,

i.e. to non-professional investors, a full
compensation of their claim (nominal
value plus interest) ...

([ . a nd 970/0 Of 5.1.4 Participation certificates

Among the subordinated bonds of SNS Bank NV expropriated by the State are so-called third series participation

th ese h O I d e rS certificates (€ 57 million). Shortly after the nationalisation, the Minister requested management to conduct a fact-finding
investigation to ascertain whether there had been any irregularities in the offer of and/or advice concerning these

a Cce pt th e Offe r certificates in the past and, if required, to draw up a proposal for compensating those affected. Based on the

investigation performed, SNS Bank NV made a proposal for compensation to the clients in question on 11 July 2013. At
the time of publication of this annual report, 97% of the clients had accepted SNS Bank NV's offer. From the total
provision of € 53 million, which was recognised for the payment of the compensation in the first half of 2013, the amount
of € 51.3 million was paid out in the course of 2013.

SNS Bank Annual report 2013 15
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Bail-in: the (very diverse) practices

Netherlands - February 2013
(SNS Reaal):

- shareholders and subordinated

bondholders are wiped out without
compensation ...

... but non-professional COMPETITION
investors are then :
compensated in full

1 9 D e Ce m be r 2 O 1 3 : E C SA.36598 Restructuring of SNS REAAL

------------------------------------------------------------------------------------------------------------------------

issues final decision "not

i Primar: y Objective: Remedy for a serious disturbance in the economy

; - . n Legal basis primary: art. 107(3)(h) TFEY - Remedy serious disturbance

tO ra Ise O JeCtIO} ,S to t e Legal basis secondary: Crisis - Financial sector - Recapitalisation Communication, EDDQE

| Crisis - Financia | sector - Restructuring Communica tion 1

H | 2009-2010 :

perfo rl I led restru Ctu rlng’ iSectnr: K - Financia | and insurance ac tivities |
i Aid instrument: Other

thus declaring it compliant .
W i t h Sta te a i d ru I es Notification or Registration Date: 26.04.2013

! DG Responsible: Competition DG

! Related Gases: S4,353682

! 201a/N

Decision on 19.12.2013: Decision hot to raise objections)

| Press release: 1p/13/1280

! Decision Text:
: Letter to the Member State - authentic language nl B
Publication on 03.10.2014: Official Journal |: JOCE C/348/2014
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Bail-in: the (very diverse) practices

e Cyprus - March 2013
(Bank of Cyprus):

- shareholders are diluted through 0ld BoC shareholders seek court arder
state recapitalization at share price
at 1% of the nominal value

Tpdanela Konpovu
Bank of Cyprus

n m n E RELATED POST...

. BoC's Ackermann: priorityIs
By George Peyllides to reduce NPLs

CLOSE to 300 old Bank of Cyprus ehareholders have filed a request seeking a Bondholders stage peaceful
protest outside BoC {Updated

court order preventing a share capital increase hefore the “real” value of their ;
with Ackermann response)

shares was restored.

BoC says moral hazard
avoided with new law on sale
of loans

MNumbering approximately 88,000, the bank's old shareholders S0 =

value diminished to 1.0 per cent in March 2013 when the bank was
following a convereion of 47.5 per cent of uninsured deposits into
equity, the absorption of failed Laiki bank and the selling off of the bank's Greek operations to Piraeus hank.
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Bail-in: the (very diverse) practices

e Cyprus - March 2013 CyprusMail
( Ba n k of Cyp ru S) : F. 3 CYPRUS COMMENT INTERMATIOMNAL MEWS IN BRIEF £ BUSINESS SPORT LIFE & STYLE EMNTERTAINMENT LETTERS

- shareholders are diluted through
state recapitalization at share price =
at 1% of the nominal value @

- all bonds and deposits exceeding
100,000€ (to the extent of 47% of
the amount exceeding 100,000€)
are converted into shares,
receiving per 1€ of claim one share
with nominal value of 1€ and book
value (at that time) of 0.61€

;
[ § | (in [w|[s|e) RELATED POST..

Ackermann an: id BOC board
members in share buying
high-yield products called on ite membere yesterday not to take part in the spree

THE association of bank bondholders who claim they were duped into buying

Bank of Gyprus (BoC) AGM as they would lose their right to compensation BoC policies were an

) accident waiting to happen’
“To secure your interests you must not attend the next BoG AGM on September court hears
10, 2013, nor give proxy, unless you have old stock and vou will appear in the
Bank CEQ accused of

capacity of the old shareholder” the association said in a statement. interfering with press
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Cyprus - March 2013
(Bank of Cyprus):

- shareholders are diluted through
state recapitalization at share price
at 1% of the nominal value

- all bonds and deposits exceeding
100,000€ (to the extent of 47% of
the amount exceeding 100,000€)
are converted into shares,
receiving per 1€ of claim one share
with nominal value of 1€ and book
value (at that time) of 0.61€

- the shares are (re-)listed at the
Cyprus stock exchange on 16
December 2014, and are currently
trading at ~0.20€ per share

Ei BETTER HNANBE
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Bail-in: the (very diverse) practices

CyprusMail

A  CYPRUS  COMMENT | INTERMATIOMAL =~ MEWSINBRIEF = €BUSINESS SPORT | LIFE&STYLE = ENTERTAINMENT = LETTERS
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RELATED POST...
f in| v ][]
Ackermann an d BOC board
THE association of bank bondholders who claim they were duped into buying members in share buying

high-yield products called on ite membere yesterday not to take part in the spree

Bank of Gyprus (BoC) AGM as they would lose their right to compensation BoC policies were an

) accident waiting to happen’
“To secure your interests you must not attend the next BoG AGM on September court hears
10, 2013, nor give proxy, unless you have old stock and vou will appear in the

capacity of the old shareholder” the association said in a statement. Bank CED acouse dof

interfering with press
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Bail-in: the (very diverse) practices

e Cyprus - March 2013
(Bank of Cyprus):

- shareholders are diluted by ~99%

- all bonds and deposits exceeding 100,000€ (to the extent of 47%
of the amount exceeding 100,000€) are converted into shares ...

e ... and to this date, EC has
not published its official
position on the performed :
restructuring, and the EC R B —
DG COMP database
contains no entry for |t on A QBOIY I
"Bank of Cyprus" or "BoC" | | —

COMPETITION

| (wordi(s) that the titic cantains

v]luu‘uu‘zma |75 Xt Gosijzors |8 X ?

Il [ X | | *

“ciear | Searcn
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Spain - March 2013
(Bankia, Banco Gallego, Catalunya
Banc, NCG Banco):

shareholders are diluted through
state recapitalization at share price at
1% of the nominal value (achieved by
reverse stock split and renomination of
shares to the pre-split nominal value)

holders of perpetual bonds are
subject to 36-50% haircut (i.e., they
retain 50-64% of their original claim)

holders of subordinated bonds with
maturity are subject to 11-15% haircut
(i.e., retain 85-89% of their claim).

BETTER FINANGE
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Bail-in: the (very diverse) practices

World Federation of Investors

==. Fondu de Reestucturacion
n Orenata Bancara

Press release disclosing the resolutions adopted in the

FROB Steering Committee

22nd March 2013

The Steering Committee of the FROB (Fund for the Orderly Restructuring of the Banking Sector), at
its meeting today, dealt with a range of matters relating to the restructuring and winding up of
credit entities. It has designed the road map or itinerary to recapitalize the BFA-Bankia Group;
estimated the average haircuts for each type of financial instrument (preferred securities,
perpetual subordinated debt and subordinated debt with maturity date) for the Group-1 entities;
analysed the press release put out after the Council of Ministers’ meeting regarding a liquidity
mechanism for unlisted shares by the FGDEC (the Fund for the Guarantee of Deposits in Credit
Entities), and the establishment and roll-out of hybrid-product arbitration proceedings by the
FROB entities (NCG Banco, Catalunya Banc and BFA-Bankia).

ROAD MAP FOR THE RECAPITALISATION OF BANKIA

A set of transactions has been determined within the framework of the BFA-Bankia Group
restructuring process. FROB will resolve these and publicly announce them by virtue of the powers
established in Act 9/2012, 14th November, on the restructuring and resolution of credit entities.
Their implementation is scheduled for the forthcoming weeks, and it is estimated that the Group's
recapitalization will be definitively concluded by the end of May 2013

The transactions necessary to follow this road map to such outcome are described in detail below.
They must respect the principles and objectives of the banking sector restructuring and start with
an initial absorption of costs or losses by current shareholders in Bankia before the entrance of
new capital, and a contribution to these restructuring costs by the holders of preferred securities
and subordinated debt, minimising the burden on taxpayers and seeking a balance between the
costs to the public and private sectors.

1. The first step towards the necessary absorption of costs or losses by Bankia shareholders is a
reduction of the entity's capital. This will mean reducing the nominal value of the existing

shares from their current value of 2 euros down to 1 euro-cent, thereby increasing the entity's

The Fund for the Orderly Restructuring of the Banking Sector (FROB) iz a public law entity with its own legal personality
whose purpose is to manage the restructuring and winding up of credit entities. The FROB is regulated by Act 0912, 14th
November 2012 on the restucnuring and winding up of credit entities.
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Bail-in: the (very diverse) practices

Spain - March 2013
(Bankia, Banco Gallego, Catalunya Banc, NCG Banco):

- shareholders are diluted by ~99%

- holders of perpetual bonds retain 50-64% of their claim, and
holders of subordinated bonds with maturity 85-89% of their claim

28 November 2012 (Bankia),
25 July 2013 (Gallego),

20 June 2014 (NCG), ——
17 Dec. 2014 (Catalunya): that's new? | Manals | Contoct
EC issues final decision $A.:36500 Recapitalisation and Restructuring of Banco Gallego S.A.

------------------------------------------------------------------------------------------------------------------------

n H - H n | b :
n O t to ra Ise ObJeCtIOnS to :::nnazlrst::teitive: iz;:dy for a serious disturbance in the ecanomy

i Legal basis primary: Art, 107(23(b) TFEU - Remedy serious disturbance

the performed restructuring, ¢ Francil o nsuanee =

thus declaring it compliant
W i t h sta te a i d ru I eS Notification or Registration Date: 08.04.,2013

COMPETITION

| DG Respaonsible: Competition DG

! Related Cases: GA.33734

§ 2013/N

De: 25.07.2013 iecision not to raise objections

| Press release: 1P/13/745

! Decision Text 0
: Letter to the Member State - authentic language en

! Publication on 21.03.2014: Official Jaurnal I: JOCE C/83/2014
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Bail-in: the (very diverse) practices

e Austria - September 2013
(Hypo Alpe Adria Group):

- the state as the only
shareholder recapitalizes the
bank (it was nationalized in
2009, when the state
acquired all shares at 1€
per share)

- subordinated bondholders
retain their claims in full
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Bail-in: the (very diverse) practices

Austria - September 2013
(Hypo Alpe Adria Group):

- the state as the only
shareholder recapitalizes the

European
Commission

COMPETITION

what's new? | Manuals | Contact

bank (it was nationalized in
2009, when the state

5A.32554 € - $ - Restructuring aid for Hypo Group Alpe Adria

E—Member State:
Primary Objective:
Legal basis primary:

i Legal basis secondary:

acquired all shares at 1€
per share)

subordinated bondholders
retain their claims in full

3 September 2013:

EC issues final decision

"not to raise objections” to
the performed restructuring,
thus declaring it compliant
with state aid rules

| Sector:
i Aid instrument:

i Case Type:

DG Responsible:

Decision on 24.05.2011:
Press release:

Publication on 04.02.2012:
Decision on 19.07.2011:
Decision Text:

Decision on 05.12.2012:

Press release:

Decision Text:

| Publication on 28.02.2013:
Decision on 03.09.2013:
Press release:

| Decision Text:

! Publication on 14.06.2014:

Notification or Registration Date:

Austria
Remedy for a serious disturbance in the economy
Art, 107(33(b) TFEU - Remedy serious disturbance

Crisis - Financial sector - Banking Communication, 2008
Crisis - Financial sector - Recapitalisation Comrunication, 2009

K - Financial and insurance activities

Direct grant
Other forms of equity intervention
Rescue and restructuring

&d Hoo Case

10.02.2011
Competition DG

2009/C

Decision to extend proceedings
IPA11/636

Official Journal: JOCE C/31/2013
Decision to extend proceedings

Letter to the Member State - authentic language en i3]

Decision to extend proceedings
Positive decision

1P/12/1315

Letter to the Member State - authentic language en @
Official Journal: JOCE C/59/2013
= =Ter

Letter to the Member State - authentic language de &

Letter to the Member State - working language en @
[disclzirmer]

Official Journal: JOCE L/176/2014
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Bail-in: the (very diverse) practices

e Italy - November 2013
(Monte dei Paschi di Siena):

- shareholders are diluted by ~90%

- subordinated bondholders
retain their claims in full

>
E UR O ',
e
S H AR E f “\
HOLDERS

Capiral adequacy

Capital for regulatory purposes and
capital ratios

Regnlatory Capital was estimated on the
basis of calenlation metrics introduced by
the Basel Accord (Advanced Iaternal
Rating Based (IRB} and Advanced
Measngement  Approach  (AMA)
methodologies for portolios and legal
entities covered by validated internal
modsls). Comparative dam as at 31
December 2012 was restated and diffess
from data published in the Tearend
Report on Operations becanse, on 7 May
2013, the Bank was requested by the
Supervisory Anthosty to implement a

Eepor: on Operations @

Background

At the ead of the year, the EU's Economics aad Fimaace Ministes; approved 1
comipromire agpeement on 1 zmgle mecharsm for reroling barkng extes, to
‘be appuowed by the eod of My, The Baaking Usion exvisages dat the ECB will
arzome exclugve sesponubilicy for oreright by the end of 2014 Duning the
yeas, the ECB will pecform a ik asalpsis, a0 amet quilisy seview oo 120
‘basiking institations 2= well 5 3 ztzes: test cooolinated with the EEA.

1a December 2013, the Basel Commitiee appuoved proposals for a common.
definiticn of the levenige mtio formmlated to oreccome acconnting differsnce:
that have 5o far hindersd 3 comparison of mios of bank: fiom differsnr
countzie:. The Basel Committee will alio initiste 2 cozzalnation on the propozal
15 modiff the Net Stble Funding Ratio (NSFE) The NSFR & xnother
impomnt dlemest of Baael T = complement: the shortemn imdicator
(Licgidery Coverage Rasio) and promote: the adoption by banks of prudent
fimncing stmmctues by avoiding, in partedlar, excesive we of thorttem
whaleule fnding.

retoactive change to Tier 1, seducing it by EUR 76 min. The change sefers to regnlatory weatment of

the “Fresh 2008” transaction.

Regulatory capital (EUR min)

31/12/13 31/12/12 Change Chg %
Core Tier 1 8,354 8.237 nz 1.4%
e teeer - e - o
Regulatory capital (EUR min) red : — —
apital 12,839 12,724 ns 0.9%
31/12/13 31/12/12 Change Chg % ots 84499 s2.828 8329 0%
Core Tier 1 8,354 8,237 117 1.4% wem  em m s
Tier 1 capital 8,973 8,841 132 1.5% - ' .
Tier 2 capital 3,866 4,446 -580 L T e A o e e e
dnetion in credit and conntesparty risk (EUR -9.2 ba) ateribntable to the decline
Itfems to be deducted - -564 564 N.S.  =od defank sisk), which was parsially mitigated by a skght increase in other sisks
)
Total regulatory capital 12,839 12,724 115 0.9% & swa e o
31/12/13 31/12/12 var. Aﬁ. Var. %
Risk Weighted Assets 84,499 92,828 -8,329 9.0% 7 ool el o
sion) Tem  vams - am
Core Tier 1 Ratio 9.9% 8.9% 1.0% FSE e o vaem o -
Tier 1 Ratio 10.6% 2.5% 1.1% n.s.
Total Capital Ratio 15.2% 13.7% 1.5% FizSk —_—
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Bail-in: the (very diverse) practices

e Italy - November 2013
(Monte dei Paschi di Siena):

- shareholders are diluted by ~90%

PRESS RELEASE

- subordinated bondholders
reta i n th el r Cl a I m S i n fU | I State aid: Commission authorises restructuring aid for

Italian bank Monti dei Paschi di Siena
The European Commission has concluded that the public support granted for the
. 2 7 N Ove m be r 2 O 1 3 L] EC d ec I a res th a t restructuring of the Italian bank Banca Monti dei Paschi di Siena S.p.A. (MPS) is in line
. with EU state aid rules. MPS received a state recapitalisation of €3.9 billion and state
guarantees of €13 billion granted to MPS under the Italian guarantse scheme for banks
(case S5A.34032). In view of MPS’ commitments to raise at least €2.5 billion capital from

n H —_—
t e l , IC Sl , Ort ran te Or t e the market and to redeem the full share of state bonds within five years, the Commission
approved the measures for reasons of financial stability. The Commission is satisfied that

MPS' restructuring plan ensures the long-term viability of the bank, provides for an

restructuring [I'n the form Of 3. 9 bn € S?sgmgﬁ:ec;?b:‘!b;;iiﬂeb:ifPS to the costs of restructuring and mitigates competition

Commission Vice President Joaquin Almunia in charge of competition policy, commented:

- - - "The restructuring plan of MPS will allow the bank to return to viability by addressing the
Of Sta te re Capl ta /IZa tlon an d 1 3 bn € problems that led to its difficulties. Our decision should ensure that the State capital will
be repaid to the benefit of the Italian taxpayers”.
- - - - In December 2012, the Commission temporarily approved a €3.9 billion capital injection
Of Sta te gua ran tees] IS In /In e WI th EU through hybrid instruments (the so-called "Monti Bonds") that Italy planned to grant to
MPS, to enable it to comply with Eurcpean Banking Authority (EBA) reguirements, subject
to the notification of a restructuring plan (see IP/12/1383). Italy notified the required
restructuring plan in June 2013 and updated it in November.

H n
Sta te ald ru/es The Commission found that MPS' five-year restructuring plan ensures that the bank will

become wviable in the long term without the need for additional state support. The
Commission verified that the plan rests on prudent assumpticns, in particular the
assumptions relating to the spread on Italian government bonds. On that basis the bank
plans to achieve a competitive return on equity at the end of the restructuring period, in
particular based on improved efficiency and a reduction of operating costs. At the same
time the risk profile of the bank will be reduced through an improved corporate
governance structure, a reduction of the sovereign exposure and limitations to trading
activities. The remuneration of the management will alsc be capped.

Further, the restructuring plan provides for a sufficient contribution by MPS to the costs of
restructuring, in order to reduce the burden for the taxpayer. Through the reduction of the
balance sheet by 25 % the plan also mitigates the distortions of competition created by
the aid.

A key element of the restructuring plan is a capital increase of at least €2.5 billion that
MPS plans to realise on the market. This would allow the bank to repay a large amount of
state capital.

IP/13/1174
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Bail-in: the (very diverse) practices

Slovenia - 18 December 2013
(NLB, NKBM, Abanka, Probanka, Factor banka):

- all shareholders are wiped out without compensation
- all subordinated bondholders are wiped out without compensation

18 Dec. 2013 (NLB, NKBM,
Probanka, Factor banka),
18 August 2014 (Abanka): {f COMPETITION
EC issues final decision

"not to raise objections"” to
the performed restructuring,

thus declaring it compliant A apT0n Resructuring of M
g P e
i\ Member State: Slovenia
- - |

W I t h sta te a I d ru I es i Primary Objective: Remedy for a serious disturbance in the economy
Sector: K.64 - Financial service activities, exce pt insurance an d
pension funding
i Aid instrument Other forms of equity int t

& Type: Ad Hoc Case

i Notification or Registration Date: 02.05.2013
DG Responsible: Competition DG
i 2013/N
! De 18.12.2013 Jecision not to raise o
! Press release: 1P/13/1276
i De: Text @ H
Letter to the Member State - authentic language en
! Publication on 23.04.2014: Official Journal |: 1OCE C/120/2014
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Bail-in: the (very diverse) practices

e Austria - February 2014 (Hypo Alpe Adria Group):

- as estimates show the granted state aid will not be sufficient to

sustain regulatory capital adequacy, the finance minister calls for
bail-in of hybrid bonds
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Bail-in: the (very diverse) practices

Austria - February 2014 (Hypo Alpe Adria Group):

- as estimates show the granted state aid will not be sufficient to
sustain regulatory capital adequacy, the finance minister calls for

bail-in of hybrid bonds

- but the central bank
governor objects:
"Austria should not
demand creditors of
Hypo to take a haircut
on the bank's debt!"

: REUTERS

Business Hews | Sat Feb 22, 2014 5:28am EST

Austria should stand by Hypo creditors: Nowotny

VIEHHA | BY GEORGIMNS PRODHAM

0000060

On climate frentlines, Pacific
islanders consider moving

First small sign of cli mate sccord on five-yesr review
of carbon cuts

Desperstely sesking strategy, utilities lost in
lovecarbon world

» Live Coverage | = hore Stories

Auystria's nationalized lender Hypo Alpe Adria headguarters is pictured in Klagenfurt February 12, 2014,

REUTERS/HEINZ-FETER BADER

Austria should not demand creditors of struggling state bank Hypo Alpe Adria HAABLUL
take a "haircut” on the debt, central bank head Ewald Nowatny said, contradicting the
country's finance minister.



;'AVZMD )c(::I[\I/:tI-r: International Forum,

V | ko zdruzenij lih delniéarj F A
wsssponso zrzens mam sencaroy [JOl B Monaco, 31.05.- 03.06.2016

BETTER FINANCE j=

E U R O
The European Federation of Investors and Financial Services Users S HARE
Fédération Européenne des Epargnants et Usagers des Services Financiers A

Bail-in: the (very diverse) practices

e Austria - August 2014 (Hypo Alpe Adria Group):

- the ministry of finance drafts,

World Federation of Investors

. W

and the national parliament enacts S e
a /eX SpeCia/iS On reorganisation of NOTICES FROM MEMBER STATES

Hypo (HaaSanG), "extinguishing"
56 subordinated loan agreements
amounting to liabilities of 890 mn

accordance with § 3 HaaSanG:

1392014

am Warthersee, Austria

rearganisation and wmdmg wp of aredit institutions)

12014/C 330/05)

€

- with § 3 HasSanG

10. 5,03% bond 2004-2017 (ISIN ATODO0355334), No 10 of Annex 1 to HaaSanG:

11. Hoating-rare bond 2003-2017 (ISIN X50170866775). No 11 of Annex 1 to HaaSanG;

QD}:DM?MUM No 12 of Annex 1 w HaaSanG;
13. Foating-rase bond 2004-2017 (ISIN X50205170268), No 13 of Annex 1 to HaaSanG
14. 4,875 % bond 2004-2017 {ISIN X50184026374), No 14 of Annex 1 o HasSanG:

15. Hoating-rase bond 2002-2017 (ISIN X50154247199), No 15 of Annex 1 to HaaSanG

MNotification of reorganisation measures by the Austrian Financial Market Authority relating to the
debts of HYPO ALPE ADRIA EANK INTERMATIONAL AG, with its headquarters in Klagenfurt

{Publication pursuant to Article & of Directive 2001/24/EC of the European Parliament and of the Council on the

ugust 2014 (BGBL Il No 195/ 20]4} the following debes an:
he colwenal snd dighes in 1o lived in Anils 21 oo
reorganisasion and winding up of credie nsdutioms, are extingui iihed §

1. Supplemencary capial zero bond 1995-2014 (ISIN AT0000327374), No 1 of Annex I ro HazSanG:
2. Floasing supplementary capiral bond 1999-2014 (ISIN AT0000327382), No 2 of Annex 1 o HaaSanG;
3. 5,25 % supplementary capiral bond 2003-2015 (ISIN X50178449467), No 3 of Annex 1 to HaaSanG:

4. Floating supplemencary capial bond 2003-2015 (ISIN AT0D00355326), No 4 of Annex 1 w0 HaaSanG:

With the publication of the Regulation on 7 August 2014 (BGBL Il No 195/2014), the following debts and any liability
assumed therefor, with the exception of the collateral and rights in re listed in Articles 21 to 23 of
Directive 2001/24/EC of 4 April 2001 on the reorganisation and winding up of credit institutions, are extinguished in

12. Floaringrare registered bond 2004-2017 for EUR 20000000, rerm seare dare 1682004 finernal number

da ,\bnm
of
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Bail-in: the (very diverse) practices

e Austria - August 2014 (Hypo Alpe Adria Group):
- the ministry of finance drafts,

and the national parliament enacts
a lex specialis on reorganisation of
Hypo (HaaSanG), "extinguishing"
56 subordinated loan agreements
amounting to liabilities of 890 mn €

e butin July 2015, the Austrian
Constitutional Court overturns
HaaSanG ...

The Hypo Reorganization Act (Hypo-Sanierungsgesetz —

World Federation of Investors

S WH

HaaSanG) is unconstitutional. It is repealed in its

entirety. A deadline for correction has not been set. The

Act is no longer applicable.

---. vfgh

Verfassungsgerichtshot
Bster lrEl(Il

Presseinformation

Hypo Reorganization Act Unconstitutional

Thcattu‘t nal Court has concluded its proceedings
n the scH:aIIdHyp 0 Reorganization Act and rendered
th following decision:

The Hypo Reol
HaaSanG) is u
tirety Ade for
0 longer ppl able.
Essentially, there are two points that render the Act
unconstitutiona\

oIn the Hypo case, there are differen ups
creditors, for which the legislator pri

foresee different regimes. There are

[ owcrsdrt rs of HETA) and

position in the event of insolv or, i.e.
subol rd l to thatof n malcreditors.

However, the Hypo Reorganization Act further

diffsrentiatss wi‘thin the group of junior creditors

merely on the basis of the cut-off date (set at 30 Jun

2013). Expcvsure f| ior creditors falling du bf

thldt deemedl be pred claims falliny gd
ate re

. applying unequal treatment
regimes within the gruup of junior creditors depending
on the cut-off date, is unconstitutional. This constitutes
a violation of the fundamental right to the protection of
property.
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Bail-in: the (very diverse) practices

Austria - August 2014 (Hypo Alpe Adria Group):

- the ministry of finance drafts,

and the national parliament enacts
a lex specialis on reorganisation of
Hypo (HaaSanG), "extinguishing"
56 subordinated loan agreements
amounting to liabilities of 890 mn €

but in July 2015, the Austrian
Constitutional Court overturns
HaaSanG, with its president
declaring: "Claims of investors
cannot simply be declared

to have been extinguished!"

VIGH-Préasident Gerhart Holzinger: "Die
Forderungen der Investoren kéinnen nicht

einfach fur erloschen erklart werden®.
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Bail-in: the (very diverse) practices

e Austria - August 2014 (Hypo Alpe Adria Group):

Markets | Wed May 18, 2016 7-24am EDT

- the miniStry of finance drafts, Heta creditors accept revised Austria offer
and the national parliament enacts
a lex specialis on reorganisation of A

creditors of failed Hypo Alpe Adria bank after a significant proportion of debt investors

pledged to accept a revised offer to swap their instruments for new paper guaranteed by

Hypo (HaaSanG), "extinguishing" e P ot

56 subordinated loan agreements s o s S cn e procseangs s

amounting to liabilities of 890 mn € ot vt 51t 0 o st non,
. bUt i n J u Iy 20 1 5’ the AUStria n OH::;;TC?:;;:!T; new Ausfrian financial laws to put Heta's 11bn debt into
Constitutional Court overturns rocsace o atore T Aot oarei et o sies et v ot

only be 46 cents in the euro for senior debt.

HaasanG, With itS preSident Carinthia’s inftial offer was at 75 cents in the euro for senior instruments and 30 cents in

the euro for subordinated debt. That was then sweetened to around 82 cents in the euro

declaring: "Claims of investors For 1 ey o e ol 123 50 G nces

Over the last month the twe sides have been discussing the terms of a revised offeron a

Cann O t Simp/y be decla red confidential basis. Schelling said on Wednesday moming that a deal had been reached

The eniginal cash offer remains unchanged but now, under an altemative deal, all the

to have been extinguished!" st e e n e B e e

guaranteed by the Federal government. That equates to roughly 90 cents in the euro.

The subordinated bonds can be swapped on a 1-for-2 basis, giving them 45 cents in the

 andin May 2016, Austrian gov't e —— e e
offers subordinated bondholders

450/0 com pensat|0n The subordinated bonds can be swapped on a 1-for-2 basis, giving them 45 cents in the
euro, or swapped at par for 54-year zero coupon bonds. The 13.5-year bonds will be

supported by a 180-day stabilisation period after they have been swapped.
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Bail-in: the (very diverse) practices

e Portugal - August 2014 (Banco Espirito Santo):

- the bank is split into a good bank (named Novo Banco) and a bad
bank (retaining the name Espirito Santo)

- existing shareholders and subordinated bondholders remain
shareholders and bondholders of the bad bank, respectively

- the state recapitalizes the
good bank and becomes
its sole shareholder

- depositors and senior
bondholders have their
claims to the good bank
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Bail-in: the (very diverse) practices

e Portugal - August 2014 (Banco Espirito Santo):

- the bank is split into a good bank (named Novo Banco) and a bad
bank (retaining the name Espirito Santo)

- existing shareholders and subordinated bondholders remain
shareholders and bondholders of the bad bank, respectively

- the state recapitalizes the
good bank and becomes COMPETITION
its sole shareholder

- depositors and senior
bondholders have their

Europe —

SA.39250 Monitoring of Banco Espirito Santo

claims to the good bank L — T |
i Primary Objective: Remedy for a serious disturbance in the economy
sect K - Financia | and insurance ac tivities
i Aid instrument: Provision of risk capital
3 t 2 O 1 - i case Type: Individual Application
J Augus 4: EC issues |
[ ] v
. u 17} . ' Notification or Registration Date: 30.07.2014
the decision "not to raise povaen o
objections” to the |
J : De 03.08.2014
H Press release: 1P/14/901
erformed restructurin . 2
: Letter to the Member State uthentic language en
: Published on 14.10.2014
Publication on 07.11.2014: official Journal |: JOCE C/393/2014
! Related court case(s): T-812/14R

T-5314/14
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Bail-in: the (very diverse) practices

d I re I a n d - Ap ri I 20 1 5 Operating and Financial Review
( Permanent TSB ) . T —

Asset pricing: Changes in asset pricing contributed to 20 basis paint decrease in net interest margin, Gue primary to the sdverse impact on interest
income from ECB tracker mortgages of two ECB Base Rate reductions of 10 basis points each, which took effect in June and September 2014.

the bank is recapitalized S —

Irish markzt, contributed 16 basis peints to net interest margin improvement.

- - -
ECB Funding Costs: The successive cuts in the ECB Base Rate from 25 basis points 3t the start of June 2014 to 5 basis points in September 2014
/ contritusted 3 basis points to net interest margin through lewer funding costs althaugh this benefit was more than offset by reduced interest income en

ECE tracker mortgages dizcuzsed abave.

-
> 0 Wiholesale funding costs: Reduced whelesale funding casts contributed § basis poins to net interest margin improvement due to the repurchase of
0 cartzin sxpensive madium tarm notes and the sary rapu tog rates schisved on new iszuance

of mortgage backed securities.

.
but subordinated bondholders S T——

= = = = The following table stz out the sverage balances of interest-earing 3soets and interest bearing libilities for the periods ended 30 June 2015 and 2014

re t a I I l t e I r ( a I I I l S I I I l I The tabie 3lza outiines the smourts of interest income eamed and interest expence (excluding ELG fees) incurred by the Group in the periods ended 30

June 2015 and 2014, 2z well 33 the average interest rates at which interest income was eamed on such aszets and interest expense was incurred an

such iabilities. For the purpase of the table below, average balances are calculsted from month end positions from 31 December 2014 to 30 June 2015,

For the purpase of the table below, interest expense excludes ELG fees, a5 2 result of which such smount and rates are lower than they would otherwise

be.
Half year ended 30 June 2015 Half year ended 30 June 2014

Average Average Buerage Average

Balance Interest Yield/Rate Balance Interes: field/Rate
1 0.10% 1351 2 030%
Half year ended 30 June 2015 Half year ended 30 June 2014 313 231 w5 2a0%
54 2.83% 5729 106 373%
Average Average Average Average 578 225% 36079 253 2534
1 i 142 1a1% 20081 192 193%
Balance Interest Yield/Rate Balance Interest Yield/Rate = by polliion by
& 0.39% 4384 30 138%
- 24 16.41% 375 32 17.41%
Interest-earning assets 211 130% Sa6e3 295 1724

2290

Loans and advances to banks 1,933 1 0.10% 1,351 2 0.30%
Loans and advances to customers 27,327 313 2.31% 28,999 345 D840% sttt et 30 oo 2518 e o)ty e et

2 carmying value of £788m in March 2015 together with the de-recogrition of

Debt securities and derivative assets 4,564 64 2.83% 5,729 106 3.73%  +scotember 2016 s 302m fomthe sl fSoringsear Meargages Limies
Total average interest-earning assets 33,824 378 2.25% 36,079 453 2.53%  move o rerosrwome o ECB s o o e o iy of

e
Customer accounts 20,242 142 1.41% 20,081 192 1.93% fabordredem T poratebonds and e o
Deposits by banks 9,150 39 0.86% 9,823 41 0.84% ’ ?;f:m:::fml:l‘ﬁ":ﬂ_ 323 resule of maturiey of gavernment
Debt securities in issue and derivative

liabilities 3,077 6 0.39% 4,364 30 1.38%

Subordinated liabilities 295 24 16.41% 375 32 17.41% s

Total average interest-bearing liabilities 32,764 211 1.30% 34,643 295 1.72%
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Bail-in: the (very diverse) practices

e Ireland - April 2015
(Permanent TSB):

- t h e b a n k i S reca p ita I ize d ﬁ;ar:aarilg:‘f$g};nission approves restructuring aid in favour of Irish bank
by the state, with the existing e ———

(PTSE) is in line with EU state aid rules. The restructuring plan sets out the path for PTSB to become

. 0 viable in the long-term without further state support, while ensuring that the bank and its owners
s a re O e rs I u te y > 0 contribute to the cost of restructuring and limiting the distortions of competition created by the aid.
Commissioner Margrethe Vestager, in charge of competition policy, said: "Today, we close the book on
open restructuring cases of banks in Ireland by approving the state aid to Permanent TSB. The
= restructuring plan sets out & clear path for the bank's long-term viability without further state support.
—-— b u t S u b O rd I n a te d b O n d h O I d e rs It also confirms the effectiveness of EU state aid rules, which allowed the Commission and Irish
authorities to work together successfully to strengthen confidence in the Irish banking sector in order

to return it to normality."

- - - .

FTSB has received state support several times in the form of state guarantees since 2008. In July
re a I n e I r C a I I I I S I n u 2011, the Commission temporarily approved a recapitalisation of the bank by Ireland. Final approval of
the aid was made subject to Ireland submitting an appropriate restructuring plan for the bank that
needed to be approved under EU state aid rules.

The ini plan submitted by Ireland was subsequently adjusted and updated several times to account
for changing market conditions, the results of the October 2014 comprehensive assessment of major

. European banks by the Single Supervisory Mechanism, and agree terms to ensure the bank’s long-term
e 9 April 2015: EC declares
[]

The Commission's assessment concluded that the final version of the proposed restructuring plan sets
out a credible strategy to make PTSB profitable. PTSB will operate as a smaller domestically focussed
n H H bank with an improved funding profile. It will increase its level of profitability notably by disposing of
a e res ruC urlng al its low-yielding assets and increasing its net interest margins. Finally, PTSE will raise capital from
private investors to achieve and maintain a strong capital buffer during the restructuring period. PTSB
also has contingent capital instruments which can be converted into equity, if needed. These measures
ra n ted b Ire/a n d tO will enable PTSB to return to long-term viability without further state support.
g y PTSB has already implemented a series of restructuring measures, including de-leveraging, liability
management exercises and cost reduction measures, which contribute to its return to viability and
P T B ; ; / ; ensure that the aid is limited to the minimum necessary.
erl ’ , an en t IS In In e The restructuring plan includes a set of commitments that PTSB will respect during the restructuring
period, i.e. until the end of 2018. In particular, PTSBE will continue to de-leverage and reduce costs and
- - n will not be able to carry out acquisitions in this period. Moreover, PTSB will take certain actions to
WI th El ’ S ta te a I d ru /es facilitate the market entry of competitors. In particular, PTSE will provide competitors with access to
certain services, such as cash supply and distribution services, and access to market intelligence. It will
also distribute advertising material on behalf of a competitor to its clients to promote customer
switching.

European Commission - Press release

The commitments will ensure that the competition distortions brought about by the aid are limited.

On this basis, the Commission has concluded that the aid measures are in line with the Commission's
Communications on state aid for banks during the crisis. This decision gives the final approval to aid
measures granted to PTSB, including the recapitalisation measures which had previously been
approved on a temporary basis pending the submission of a restructuring plan.

Background

Before the financial crisis, PTSB - then operating under the name Irish Life and Permanent - expanded
rapidly with a focus on lending to the growing Irish property market and a strong reliance on wholesale
funding. When the global financial crisis breke out, which hit the Irish economy and notably the Irish
property market particularly hard, the vulnerability of PTSB's business model became clear and PTSB
had to resort to state support. FTSE received on a standalone basis €2.7 billion of capital support that
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Bail-in: the (very diverse) practices

e Italy — July 2015 ﬁge
(Banca Romagna Cooperativa) Now you see it, now you don’t

- the bank is recapitalized ey
by the state, with the existing ST

n iy,

shareholders diluted by >90%

but subordinated bondholders, R RPN i
while formally wiped out, are |
immediately reimbursed in full
by the national deposit guarantee e

The need fo camy out @ preliminary ball In In bank resolution cases was esiablisned I the amended state aid rules. wiich consttule the iransition ramework io the new
recovery and resciution regime that wil be In force from 2016. The amended state 3id framework prescrives that a bal In of Junior Sebt must be camed out before any

insurance fund to "preserve the e sesee o ot e s e e

‘SINt of this prOVISon 15 10 ensLra Nat Me PAVALE S8C10r DE3MS 3 SNare In e recapialisaion, FEEtrUCIINg of r2soition of ouBied BANKS 3N 10 30K e bumden Deing

‘entirety Bfed onto the public seotor balance shest, Mus reinforoing the sovensign-banking vicious cycé at e creation of Banking Union Is suppoesd fo colmteract

reputation of the banking sector" S

up for the capital shortfall. Sut under the amended siate aid, 3 preliminary ball-n of junior debt s mandatory. Thersfore, [umior bondhalders have been balled In. And yet
they havent.

Despite the bal4n, In fact, no loss was suffersd by retall bondhoiders 3s the Italkan mutusl sactor's Institutional Guarantes Fund geckded o rEmbUrse tham in full to

In a press release assessing the case, Fitch Ratings said that the initial plan in the Italian case was to use funds from ltaly's Deposit Guarantee Insurance Fund to make
up for the capital shortfall. But under the amended state aid, a preliminary bail-in of junior debt is mandatory. Therefore, junior bondholders have been bailed in. And yet
they haven't.

Despite the bail-in, in fact, no loss was suffered by retail bondholders as the Italian mutual sector's Institutional Guarantee Fund decided to reimburse them in full to
“preserve the reputation of the sector”. The Institutional Guarantee Fund is technically not public money (it's financed contributions from banks) but this still looks like a
circuitous way to do what was initially planned, i.e. to avoid placing losses on private creditors. A few months ago a similar case (Carife - Cassa di Risparmio di Ferrara)
also resulted in a "creative" solution being proposed, with the Italian deposit guarantee scheme Fondo interbancario di tutela dei depositi (FITD) possibly bailing out the
bank and becoming the sole shareholder with the intention to sell it in the future.
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Bail-in: the (very diverse) practices

e Italy — July 2015
(Banca Romagna Cooperativa)

t h e b a n k i S re Ca p ita I ize d Sn?nt'g;lig gg{:r:;:i:-tsii‘(:: approves liquidation aid for Italian bank Banca
Brussels, 18 July 2015

by t h e Sta te 7 W it h t h e eX i Sti n g The European Commission has decided that an Italian liguidation measure in favour of a small Italian

cooperative bank "Banca Romagna Cooperativa - Credito Cooperativo Romagna Centro € Macerone™

N (Banca Romagna Cooperativa) is compatible with EU state aid rules. Banca Romagna Cooperativa had

S h a re h O I d e r‘s d I I u ted b > 9 O 0/ been under special administration since 2013, and was put into liquidation by the Italian authorities on
y 0 17 July 2015 under national insclvency law. Its assets and liabilities, including deposits, were
transferred to Banca Sviluppo, which is part of the ICCREA Group. This will ensure that Banca

Romagna Cooperativa’s transferred activities return to long-term viability within the new entity. Under

- the measure notified by Italy, the Italian mandatory deposit quarantee scheme ("Fondo di Garanzia dei
u t S u O r I n a te O n O e rS Deposanti del Credito Cooperativo™) will cover the negative difference between the transferred assets
4 and lizbilities. Deposit guarantee schemes are mandatory under EU law to ensure that covered
deposits are paid out when a bank is liquidated and exits the market, in which case there are no State

H H aid issues. In this case, however, the deposit guarantee scheme's intervention constitutes State aid,
W I e O rI I I a y W I p e O u a re because it is acting beyond this pay-out function, namely in a transfer of asset and liabilities, under the
4 control of the Italian authorities. The Commission's assessment showed that this aid is compatlble with
EU state aid rules, in particular the Commission’s 2013 Banking Communication. Equity and

H H 1 1 subordinated debt will not be transferred but will remain in the entity in liguidation, which means
I I I I I I I e I a e y re I I I I u rse I n u shareholders and junior bondholders will fully contribute reducing the need for State aid to the
necessary minimum in line with burden sharing principles.

by the national de posit guarantee e T e o e Soma bt e s o aeowary oo v besn cad.”
STATEMENT/15/5409

H "

insurance fund to "preserve the

Ricardo CARDOSO (+32 2 298 01 00)
Yizhou REN (+32 2 299 48 89)

reputation of the banking sector" S

e 18 July 2015: EC declares that
the "liguidation measure in favour
of a small Italian bank Banca
Romagna Cooperativa is
compatible with EU state aid rules"

European Commission - Statement
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Bail-in: the (very diverse) practices

e Italy - November 2015
(Banca Etruria, Banca Marche,
Cassa di Risparmio di Ferrara,
Cassa di Risparmio di Chieti)

each bank split into good and bad
all good assets moved to good bank
state recapitalizes the good bank

shareholders and subordinated
bondholders are left in the bad bank,
effectively losing entire investment ...
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Bail-in: the (very diverse)

Italy - November 2015
(Banca Etruria, Banca Marche,
Cassa di Risparmio di Ferrara,
Cassa di Risparmio di Chieti)

each bank split into good and bad

- all good assets moved to good bank
- state recapitalizes the good bank
- shareholders and subordinated

bondholders are left in the bad bank,
effectively losing entire investment

but in April 2016, the Italian gov't
enacts the Law-Decree #59, offering
the banks' subordinated bondholders
80% compensation (for those with
annual income <35 k€ or movable
property <100 k€) or arbitration with
possibility of full compensation (for all

i BETTER FINANCE

The European Federation of Investors and Financial Services Users
Fédération Européenne des Epargnants et Usagers des Services Financiers

practices

E U RO
S$HARE
HOLDERS

GazzerTa UFFICIALE DELLA REFUBBLICA ITALLANA.

Serie enerale - 1 102

LEGGI ED ALTRI

ATTI NORMATIVI

DECRETO-LEGGE 3 maggio 201 6, n. 59.

Disposizioni u ti in_ materia di procedure esecative e
concorsaall, rmm:Ee a favore degh invesdton In banche in

liguidazione.

IL PRESIDENTE DELLA REPUBLICA

7, Bl e 87 della Costituzione;
Ritenuta la necessith ¢ wgenza di preveders misure a
sostegno delle imprese & di accelerazione dei tempi di re-
cupero dei crediti nelle procedure esecutive & concorsuali;
Ritenuta, altresi, la necessitd ¢ urgenza di prevedens mi-
sure in favore degli investitori in banche in liquidazione;

Visti gli articoli 7

Visia la deliberazione del Consiglio dei minstri, adot-
tata nella riunione del 29 aprile 2016;

Sulla proposta del Presidente del Consiglio dei mini-
stri, del Ministro dell’ sconamia e delle finanze & del Mi-
nistro della giustizia;

Emana
il seguente decreto-legge:

Capo I

MISURE A SOSTEGNG DELLE IMFRESE
E DI ACCELERAZIONE DEL RECUPERD CREDITT

Art. 1.
Pegno mobiliare non possessorio

1. Gli imprenditori iscritti nel registro delle imprese
POssonD costiluire 1n peEno non POSSEssorio per gmnti-
re i crediti loro concessi, presenti o futuri, se determinati
0 determinabili ¢ con la previsione dell'importo massimo
n,‘mmulu inerenti all’esercizio dell’impresa.

[;]n,nu NN POSSESSOTo pud essere costituito su
h{-m mobili destinati all’esercizio dell’impresa, a esclu-
sione dei beni mobili registrati. Theni mobili possono es-
sere esistenti o fuluri, determinati o determirabili anche
mediante riferimento a una o pitt categorie mercealogiche
o aun valore complessivo, Ove non sia diverssmente di-
sposto nel contratto, il debitore o il terzo concedente il
m-n,rm & .mluru.r.uu a u.uﬁlmur: o .nhen.m- nel rispetio
della a dispor-
re dei he.'m g—.u.m da pegno. In uL caso il pegno si trasfe-
risee, rispettivamente, al prodotto risultante dalla trasfor-
mazione, al corrispetlivo della cessione del bene gravato
o al bene sosti tutivo acquistato con tale comispettivo, sen-
za che cid comporti costituzione di una nuova gnnzia

3. 11 contratto costitutivo, a pena di nullith, deve ri-
sultare da atlo seritto con indicazione del ereditore, del
debitore ¢ dell ‘eventuale terzo concedents il pegno, L de-
scrizione del bene dato in garanzia, del credito garantito &
I'ndicazione dell'importo massimo garantito.

4. 1l pegno non possessorio si costituisce esclusivamente
oon la iscrizione inun registro informatizeato costituito pres-
so 'Agenza delle entrate e denominato eregistro dei pegni
non sorin; dalla data dell"iscrizione il pegno prende
grado ed & opponibile ai terzi ¢ nelle procedure concorsuali.

5. 11 pegno non possessorio, anche se anteriorment
costituito ed iscritio, non & opponibile a chi abbia finan-
ziato I'acquisto di un bene determinato che sia destinato
all’esercizio dell’impresa e sia garantito da dserva della
propricti sul bene medesimo o da un pegno anche non
possessorio, o condizione che il pegno non possessorio
sia iscritto nel registro in conformitd al comma 6 ¢ che
al momento della sua iscrizione il creditore ne informi i
titolan di pegno non possessorio iscritto anten ormente .

6. Liscrizione deve indicare il creditore, il debitor, se
presente il terzo datore del pegno, la descrizione del bene
dato in gamnzia e del credito garantito secondo quanto
previsto dal comma | e, per il pegno non possessonio che
gerantisce il finanziamento per I'scquisto di un bene de-
terminato, la specifica individuarzione del medesimo bene.
Liscrizione ha una durata di dieci anni, dimovabile per
mezzo di un'iscrizione nel regstro effettuata prima della
scadenza del decimo anno. La cancellazione della iscrizio-
ne pub essere richiesta di comune accordo da creditore pi-
gnoratizio ¢ datore del pegno o domandata gindizialmente.
Le 0 diiscrizione, consulta maodifica, nnno-
wo o cancellazione presso il registro, gli obblighi 4 carico
di chi effettua tali operazioni nonché le modalita di acces-
s0 al registro s1esso sono regolati con decreto del Ministro
dell’economia e delle finanze, di concerto con il Ministro
della giustiria, da adottarsi entro trenta giorni dalla data di
entmata in vigore della legge & conversione del presente de-
creto, prevedendo modalith esclusivamente informatiche.
Con il medesimo decreto sono stabiliti @ diritti di visura e
di certificato, in misura idonea rantire almeno la coper-
tury dei costi di allestimenta, ione e di evoluzione del
registro. Al fine di consentire Pavvio della attivitd previste
dal Tn.-wmc articolo, ¢ aulorizzata laspesa di euro 200.000

anno 2016 ¢ di euro 100,000 per I'anno 2017

7. Al verificarsi di un evento che determina I escussione
ug-lm-n,nu il creditore, previo awiso scritto al datore della
mmnzia e agli eventuali tiolari di un pegno non posses-
s01i0 trascritio successivamente, ha facoltd di procedere:

a) ulla vendita dei beni oggetio del pegno trattenendo
il cornspettivo a soddis ficimento del credito fino a con-
correnza della somma garantita ¢ con I'obbligo di infor-
mare immediatamente per iscritto il datore della gamnzia
dell'importo rcavato e di restituire contestual mente Pecce-
u:-n.m Ewndme eﬂ'euu.m u.u L'ra:uhlun: tramite procedu-

anche di soggetti speci

\ulLl base di '«lmr eﬂ'eumlr ulm il caso di
apprezeabile valore, da parte & operatori espenti, ass
do, con adeguate forme di pubblicitd, la massima informa-
wione ¢ partecipazione degli interessal
& nominato & comune accordo tra le parti o, in mancanza,
& designato dal giudice; in ogni caso & effettuata, a cura del
creditore, la pubblicith sul portale delle vendite pubbliche
di cui all’articolo 490 del codice & procedura civile;

WIll'lll Federation of Investors
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Bail-in: the (very diverse) practices

Greece - November 2015
(NBG, Piraeus Bank)

NBG offers hybrid and subordinated
bondholders a voluntary
conversion into equity (at 50%
and 80% of the claim, respectively)

Piraeus offers hybrid and subord.
bondholders a choice between
conversion into equity (at 50%
and 80% of the claim, respectively),
or cash outpayment (at 9% of the
claim for perpetual bonds and
43% for bonds with maturity)

Cash Price means: (a) in respect of the 2017 Securities, 43

The Exchange Oﬂiﬁ: are being made to strengthen the Offeror’s capital base, which has been mmpacted by the impaired

recently in the Hellenic Republic that are affecting all Greek finaneial
institutions. In addition, the Exchange Offers in relation to the 2016 Securities and the Perpetuzl Securities reflect the
fact that, 1f State and 15 requured to meet any part of the addihonal capital requirements that may be mmposed as a result
of the Comprehensive Assessment currently being conducted by the Single Supervisory Mechanism (SSM) or
otherwise, burden-sharing will need to be achieved to the maximum extent possible through contributions by holders of
equity, hybrid capital and subordinated debt of the Offeror. The proceeds of the issuance of 2017 Securities and the
2016 Securities have been loaned (in the case of the 2016 Securities, on 2 subordinated basis) by Piraeus Group Finance
PLC to the Offeror. The proceeds of the Perpetual Securities were used by Piraeus Group Capital Limited to subscribe
for £200,000,000 Series A Floating Rate Subordinated Callable Notes due 2034 (3I50204416316) issued by Piracus
Group Finance PLC (the 2034 Securities). In turn, the proceeds of the 2034 Securthes were loaned, on a subordmated
basis, by Piraens Group Fmance PLC to the Offeror. Investors should refer to the section “Background o and rationale
Jor the Exchange Offers and the Proposals” in the Exchange Offer Memorandum for further information before
participating in the Exchange Offers.

Each Securityholder whose Existing Securities are accepted for exchange in the relevant Exchange Offer or mandatorily
exchanged pursuant to the Mandatory Issuer Exchange (if any) will receive on the settlement of the relevant Exchange
Offer, which (subject as provided in the Exchange Offer Memorandum) is expected to take place on § November 2013
{the Settlement Date), Non-Transferable Receipts which comrespond to the aggrezate nominal amount or hqmdation
preference, as the case may be, of the relevant Existing Securities accepted for exchange pursuant to the relevant
Exchange Offer The Non-Transferable Receipts represent the rights of the holders (the Receiptholders) to choose
where permitied to do so, between three Options dunnzdm Exercise Peried and to recerve from the Offeror the Cash
Consideration, the Share C ion (or amy ion of the i or (in the case of Non-Permitted
Equityholders only) the Cash Resale Amount, as the case may be, due upon the exercise of such Options. The Cash
Consideration, Share Consideration or (in the case of Non-Permitted Equityholders only) the Cash Resale Amount paid
or delivered to the relevant Receiptholders, shall be paid or delivered by way of full and final seftlement of the
consideration payable by the Offeror in respect of the exchange of the Existing Securities offered for exchange by such
Receiptholders and accepted by the Offeror or mandatorily exchanged pursuant to the Mandatory Tssuer Exchange (if
any).

Key definitions

Cash Consideration means the sum of (without double-counting): (i} the nominal amount represented by the
relevant Non-Transferable Feceipts multiplied by the relevant Cash Price; (ii) an amount equal to the
Existing Security Interest Amount (if any); and (iii) an amount equal to the relevant Accrued Interest (if
any).

Cash Price means: (a) in respect of the 2017 Securities, 43 per cent ; (h) in respect of the 2016 Securities, 9
per cent ; and {c) in respect of the Perpetual Securities, 9 per cent

Cash Resale Amount shall have the meaning aseribed to such term in the Exchange Offer Memorandum
and shall (subject as further set out in the Exchange Offer Memorandum) be an amount which will represent
the net proceeds of the sale of any Ordinary Shares to which a Non-Permitted Equityholder would otherwise
have been entitled had it been able to elect to receive such Ordinary Shares and made such election.

Share Consideration means the amount of Ordinary Shares obtained by dividing (without double-counting):
(1) the sum of (A4) the nominal amount represented by the relevant Non-Transferable Receipts multiplied by

per cent.; (b) in respect of the 2016 Securities, 9
per cent.; and (¢) in respect of the Perpetual Securities, 9 per cent.

WIll'lll Federation of Investors
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Bail-in: the (very diverse) practices

e Greece - November 2015
(NBG, Piraeus Bank)

N BG Offe rs h y b ri d a n d s u bo rd i n ated gg:ﬁjlz:;ogrgtsﬂﬁlgaﬁgnmms aid for Piraeus Bank on the basis of an

Brussels, 29 November 2015

b O n d h O I d e rS a V O I u n ta ry In the context of the third economic adjustment programme for Greece, the European

Commission has approved additional state aid of €2.72 ion to Greek Piraeus Bank under
EU state aid rules, on the basis of an amended restructuring plan.

conversion into equity (at 50% O

restructuring plan of July 2014, in addition to those envisaged in the amended plan, will enable Pirasus
. N Bank to ensure lending to the Greek economy in line with EU state aid rules, in particular the 2013
an d 8 O 0/0 Of t h ec I aim. res ect ive I Banking Communication, and the Bank Recovery and Resolution Directive.
, Piraeus Bank is the largest lender to Greek companies and households. EU Commissioner in charge of
competition policy, Margrethe Vestager, said: "I welcome that Piraeus Bank has covered a significant
- - part of its capital needs from private investors. This is a sign of market confidence. The additional
public support and further implementation of its restructuring plan should enable the bank to return to
I r u r y rI u r . long-term viability and continue supporting the recovery of the Greek economy.”
As part of the third economic adjustment programme, on 31 October 2015, the comprehensive
- assessment carried out by the European Central Bank's Single Supervisory Mechanism (SSM) to ensure
O n O e rS a C O I Ce e W e e n that the four systemic Greek banks are adequately capitalised identified a capital shortfall of £4.93

billion for Piragus Bank.

European Commission - Press release

. N - 0 Piraeus Bank has succeeded in covering in total £1.94 billion of this large capital needs by private
CO n Ve rS I O n I n to e u I t a t 5 O / means (existing creditors, through voluntary exchange of their notes for new shares, and new
0 investors through share capital increase). The SSM also approved additional capital actions of £271
million. This means that Piraesus Bank has raised sufficient capital from private investors to cover its
asset quality review and baseline scenario capital needs under the SSM's comprehensive assessment.

. .

a n d 8 O 0/0 Of t h e C I a I m re S e Ct I V e I The level of private capital is a sign of market confidence in the restoration of the long-term viability of
’ , this bank. It also shows that contributions by junior and senior bondhelders can significantly reduce the

need for injections of taxpayer money to support banks, whilst preserving financial stability.

O r‘ Ca S h O t a m e n t a t 9 O/ Of t h e The remaining balance of the capital needs amounting to €2.72 billion (as identified in the SSM's

u p y 0 comprehensive assessment’s so-called stressed scenario) will be covered by additional state aid
injected by the Hellenic Financial Stability Fund (HFSF). This will take the form of a combination of
share capital and contingent convertible capital instruments. The funding will be provided by the

.
C | a I m fo r p e rp etu a I b O n d S a n d European Stability Mechanism (ESM) in the framework of the economic adjustment programme agreed
with Greece with €10 billion funding made available to cover potential capital needs of the banking
sector.
4 0/ f H h H On this basis, the Greek authorities proposed changes to Piraeus Bank's restructuring plan approved in
0 O r O n S W I I I I a u rl y July 2014 in addition to the extensive restructuring already implemented. These changes include a
deepening of the bank’s operational restructuring and some amendments of deadlines in response to

the changes in the bank’s macroeconomic situation, as well as a commitment to further dispose of non-
core assets outside of Greece. The Commission took into account the fact that mest of Pirasus Bank's

difficulties did not come from excessive risk taking but from the uncertainty and the events that led to
. 2 9 N Ove I l I e r 2 O 1 5 . E‘ e C a re S the agreement of the third economic adjustment programme for Greece in August. Therefore, it found
L] the measures proposed in the revised restructuring plan are sufficient to limit distortions of competition

as a result of the state aid and, in particular, requested no downsizing in the bank’s core lending

H n B tivit G .
t h a t I t has appro Ved a ddl tlonal :: :ral:‘::ts ;::::aid decision, the Commission has also verified that the capital injection by the HFSF

can be granted as a precautionary recapitalisation within the meaning of the Bank Resoclution and

Sta te a id Of 2 . 72 bn € to Pira e US E:affff:fu%&e:;:riéaﬁ?zlo. :;Sc‘;aglél:?':!eﬁga;gltll the conditions of the BRRD to grant the aid without
Bank under EU state aid rules"

The Commission approved a restructuring plan for Pirasus Bank in July 2014, Despite positive signs
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Slovenian bail-in: the harshest treatment so far

e Slovenia - December 2013
(NLB, NKBM, Abanka, Probanka, Factor banka):

- all shareholders are wiped out without compensation
- all subordinated bondholders are wiped out without compensation

e NLB, NKBM, and Abanka were, and still are, the systemic banks in
Slovenia

e The state was the majority shareholder in NLB and NKBM, and
indirectly in Abanka, and held a controlling stake in them throughout
their existence, i.e. ever since Slovenia's independence in 1991
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Slovenian bail-in: the harshest treatment so far

e Slovenia - December 2013
(NLB, NKBM, Abanka, Probanka, Factor banka):

- all shareholders are wiped out without compensation
- all subordinated bondholders are wiped out without compensation

e The state also had a deposit in all of them in December 2013
(1356 mn € in NLB, 822 mn € in Abanka, 361 mn € in NKBM), and
the national Companies Act dictates in its Art. 498 that "in bankruptcy
procedure or compulsory settlement, a loan made by the majority
owner shall be considered to form assets of the company"

e The national Banking Law did not override this article, and further
stated in its Art. 318 that "a bank cannot be subject to
compulsory settlement", meaning that compulsory write-down of
its creditors claims was explicitly forbidden

e The prospectus of all these banks' subordinated bonds with maturity
stated that "risk of loss can only materialize in the case of the
bank's bankruptcy"
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Slovenian bail-in: the harshest treatment so far

e Slovenia - December 2013
(NLB, NKBM, Abanka, Probanka, Factor banka):

- all shareholders are wiped out without compensation
- all subordinated bondholders are wiped out without compensation

e Several issues of subordinated bonds with maturity were offered
over-the-counter, with bank clerks proposing them as an "equally
safe, yet more flexible alternative to deposits, as
they can also be sold on the stock
exchange if the need arises"

Prodaja podrejene obveznice NLB26

Kaj je obveznica?
*  dol

e In the largest such issue by NLB,
the 26th issue (NLB26), the handout
explicitly stated that the "risk of loss
can only materialize in the case
of the bank's bankruptcy"




TI]?it

lf Slovenian .. Monaco, 31.05.-03.06.2016 aion tuopien i s

C e World Federation of Investors
uVZMD .. XII\I;£?1 International Forum, . BE"EH FINANEE ) P;ﬁ WFI
rgn HoLDERS © -

‘:r\( 1

Slovenian bail-in: the harshest treatment so far

e Slovenia - December 2013
(NLB, NKBM, Abanka, Probanka, Factor banka):

- all shareholders are wiped out without compensation
- all subordinated bondholders are wiped out without compensation

e Several issues of subordinated bonds with maturity were offered
over-the-counter, with bank clerks proposing them as an "equally
safe, yet more flexible alternative to deposits, as
they can also be sold on the stock
exchange if the need arises" NLBD

+ Ali se lahko podrejene obveznice zastavijo v zavarovanje dolga pri NLB
d.d.?

o e a n d th e Sa m e State m e nt Wa S Imenik ne more zastaviti podrejenih obveznic v zavarovanje svojega dolga v NLB d.d.
repeate d in the Q &A document for T amatvo s suant NLB da T P IR GOVEEIE preme Kredt 2t

h h f Ne. NLB d.d ne sme kreditirati ali dajati jamstva vezana na nakup podrejenih obveznic NLB26.
t e C u Sto I I I e rS W O a S I (e d O r I I I O re + Ali je moZno neplacilo glavnice in obresti iz naslova podrejenih obveznic?
Neplatilo (glavnice in obresti) iz naslova cbveznic je mogoée sameo v primeru steéaja banke.

I n fo rm a t I O n LEL I = Ali so podrejene obveznice po izdaji prosto prenosljive?

Obveznice so po izdaji prosto pres I| skladu d loili Zakona o nematerializiranih vrednostnih
papirjih t drugh pr redpisov in p I dl ki urejajo poslovanje KDD ali jih sprejema KDD
Obveznice se prenadaio Z vpisom pre I iStva v centrainem registru

prevzemam Kaksno tveganje?

¢ Ali je mozno neplacilo glavnice in obresti iz naslova podrejenih obveznic? .. ..... ... .ow mem e

edeta:

Neplacilo (glavnice in obresti) iz naslova obveznic je mogoce samo v primeru steéaja banke. e v Labhanski bore

z vzdrfevalcem likvidnosti (npr. finanénim

I posrednikom)
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e Slovenia - December 2013
(NLB, NKBM, Abanka, Probanka, Factor banka):

- all shareholders are wiped out without compensation
- all subordinated bondholders are wiped out without compensation

e Several issues of subordinated bonds with maturity were offered
over-the-counter, with bank clerks proposing them as an "equally
safe, yet more flexible alternative to deposits, as
they can also be sold on the stock
exchange if the need arises" I

e ... and even for those who read the I
whole 80-page prospectus, the risk
of loss was declared as limited to
the case of NLB entering bankruptcy

V primeru stecaja izdajatelja veljajo za terjatve iz naslova obveznic naslednja pravila glede

vrstnega reda izplacil:

()  podrejene so vsem terjatvam vlagateljev in navadnih upnikov do izdajatelja ter
terjatvam vseh upnikov iz naslova instrumentov, ki se v skladu s Sklepom o izracunu - _
kapitala vkljucujejo v dodatni kapital II; _
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