3 Stabilising the financial system

1. The Government ensures that no state aid will be granted to banks before it is approved by the EC under state aid rules.

2. The MoF and the BoG commit to complete a comprehensive financial sector strategy by July 15 2013, in coordination with the HFSF and the EC/ECB/IMF. 

3.1Framework for restructuring and strengthening of the banking system

The resolution of undercapitalised non-core financial institutions is proceeding as envisaged in the programme. International and domestic bids have been invited for the sale of the two bridge banks, Nea Proton and Nea Hellenic Postbank. 

To this end and prior to disbursement, the Government will:

· Complete (subject to supervisory and legal approvals) the sales of these two bridge-banks by July 15 2013.

The BoG commits to:

1. Develop the implementation options for consolidating the cooperative sector, as part of the comprehensive financial sector strategy. Panellinia bank, that is largely owned by the cooperative banks and provides a range of services to them, will be addressed within this framework.

2. Take the legal and regulatory steps necessary to implement the strategy for the cooperative sector by end September 2013.   

The Government commits to invite the HFSF to:

 3.  Finalize the sale of a substantial equity stake (at least 25%+1 share) in Eurobank to a privately owned strategic international investor by [end October 2013].

3.2 Funding
The BoG commits to:

1. Preserve sufficient banking system liquidity in line with Eurosystem rules (continuous).

2. Request banks to provide standardized quarterly balance sheet forecasts (funding plans) after the completion of the recapitalization exercise. Banks shall set out a path towards achieving, over the medium term, a sustainable funding model by broadening their funding base and reducing their reliance on extraordinary central bank liquidity support and government guarantees. The funding plans will serve as a tool for the BoG and the ECB to monitor this process and assess, in cooperation with the EC and IMF, whether the banks’ plans are at the aggregate level consistent with the program’s macroeconomic framework.

3.3  State-owned preference shares of the banks

The Government commits to:
1. Not take any fiscal policy actions that would undermine the solvency of banks, unless the BoG has given its consent (continuous).

2. Not require banks to pay any dividends on preference shares, or fees or taxes in lieu of this, unless they have distributable profits (excluding profits from acquisitions and selling of subsidiaries abroad) (continuous).

3.4 Follow up stress testing

The BoG:

1. Shall continue the preparations for the supervisory stress test to be completed by end-December 2013, including objectives, scope and output, under the oversight of the Steering Committee composed of the representatives of the EC/ECB/IMF and EBA. 

2. Has engaged a consultant to conduct the asset quality review, with an interim deadline of completion by end-October 2013. The distressed credit operations review is scheduled to be completed by end-September 2013.

3.5 Management of assets under liquidation

The BoG commits to:

1. Continue improving the management of assets under liquidation (continuous).

2. Develop by end-July 2013 an implementation plan outlining further steps to improve collections and establish targets, in order to ensure an effective utilization of the enhanced tools. 

3.6 Review of legal insolvency frameworks

The Government commits to:

1. Implement the necessary regulations to put in place the “Facilitation Program” that has been adopted by Parliament, by August 2013. 

2. Adopt definitions for terms such as “acceptable living expenses” and “cooperative borrowers,” as guidance for the judiciary and banks by September 2013. 

3. Not extend the two moratoria for household mortgage foreclosure beyond the current terms of Law 4128/2013 (continuous).

4. Continue monitoring closely the resolution of distressed debts for households, SMEs, and corporates (continuous). 

5. Build on the significant achievements toward reforming insolvency regimes, by taking the following steps: 

i. Establish a working group to identify ways to improve the effectiveness of debt resolution processes for households, SMEs, and corporates (July 2013). 

ii. To this end, the Government will, by end-July 2013, in consultation with EC/ECB/IMF staff, identify key bottlenecks and, 

iii. by end-October 2013, with technical assistance, propose concrete steps for enhancements in this area.

The BoG will:

6. Issue in consultation with banks and EC/ECB/IMF staff by end-October 2013, based on the review of banks’ distressed credit operations, a time-bound framework for banks to facilitate settlement of borrower arrears using standardized protocols. 

7. Require banks to present, by end-October 2013, a comprehensive strategy and operational plan to address the shortfalls identified in the review.
8. While the Government is refraining from adopting new or modifying existing debt restructuring schemes, undertake the first assessment of the effectiveness of the Facilitation Program within six months of its launch. 

3.7 Establishment of the Institution for Growth (IfG)
The Government intends to:
1. Establish the IfG, a non-bank financial institution, to catalyze private sector financing, especially for SMEs, while minimizing fiscal risks.
2. To help address credit constraints while containing fiscal risks, the IfG will: (i) target SMEs and local infrastructure projects; (ii) provide equity capital to SMEs having significant growth potential; (iii) make loans available only under co-financing arrangements with a significant participation by commercial or cooperative banks; (iv) not accept deposits; (v) lend at market interest rates; (vi) not accept capital contributions or other financing from domestic financial institutions owned or controlled by the public sector; and (vii) limit any guarantees to a level below the Hellenic Republic’s (HR’s) capital subscription. 

3. The IfG will seek to attract private investors, and the HR plans to attract a majority private sector equity stake in the IfG eventually, with its own capital contribution limited to €[350] million. Shareholders other than the HR will have to agree on the appointment of the management of the IfG. 

4. The IfG board will have a strong international presence to ensure a high degree of independence. 

5. Overlapping functions between ETEAN and IfG will be avoided, and such functions will be performed by the IfG.
3.8 Loan and Consignment Fund

The Government commits to:

1. Ensure that the Loan and Consignment Fund is not crowding out competition in the financial sector (continuous).  
2. Ensure that the commercial sector part of the Loan and Consignment Fund will be in a gradual run-off. In that respect, the Government commits to revise the legal framework of the Loan and Consignment Fund by end-July 2013  to provide that its commercial sector part will not grant any new loans and will not take any new deposits, including the roll-over of existing deposits. 
3. In consultation with the EC, to revise the legal framework of the Loan and Consignment Fund by 15 July 2013 regarding the scope of activities of the reserved sector part to ensure that it acts only in case of market failure.
