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1st tt t b k1st attempt on bank
restructuringrestructuring…
Royal Decree law 9/2009 June 2009Royal Decree-law 9/2009, June 2009

 Reinforcement of the equity of 
credit entities

 Creates the Fund of Orderly Bank 
R t t i (FROB S i hRestructuring (FROB Spanish
Acronym)



FROB
1st attempt on bank restructuring…

FROB
Fund of Orderly Restructuring

It is a public entity with legal personality and full 
public and private capacity to adopt financial 
support measures like:  

 The acquisition  of ordinary shares or share 
capital contributions from viable entities 
(Subject  to EU approval) 

 The participation in the governing bodies of p p g g
the restructured entity



FROB
1st attempt on bank restructuring…

FROB
Objectives and purposes

H l i i bl titi t i th i lHelping viable entities to increase their solvency 
THROUGH CAPITAL INJECTIONS

Supporting THE INTEGRATION PROCESS of the 
i bl i i iviable entities in a merger process

Conducting THE RESOLUTION process of the  non 
viable entities



1st attempt on bank restructuring…FROB - Objectives and purposes



2nd attempt on bank2nd attempt on bank
restructuringrestructuring…

Royal Decree-law (RDL) 11/2010, July 2010

 About the governing bodies 
and other important aspects 
regarding the regulation of the 
Savings Banks



2nd attempt on bank restructuring…

Spanish Savings Banks

They are financial institutions that do not distribute profitsThey are financial institutions that do not distribute profits 
and  pursue social functions

 They provide services with a charitable or socio‐cultural 
character to the community

 They contribute to regional development; generating 
social externalities that the private sector does not provide



2nd attempt on bank restructuring…

Spanish Savings Banks - Ownership

 Ownership Structure are regional and localOwnership Structure are regional and local 
governments, depositors, employees, founders, 

othersothers 

h d h h i l d h iThey do not have any share capital and their 
ability to raise external equity has been limited



2nd attempt on bank restructuring…

Spanish Savings Banks - Responsabilities

 BDE (Bank of Spain) retains the powers overBDE (Bank of Spain) retains the powers over 
financial stability, solvency, liquidity, risk limits, 

provisions & accountingprovisions & accounting

 Regional and local governments retains competenceRegional and local governments retains competence 
in corporate governance, consumer protection and 

the integration processthe integration process 



2nd attempt on bank restructuring…

Spanish Savings Banks

The presence of the public sector in the
ownership structure creates conflicts
and promotes political influenceand promotes political influence



2nd attempt on bank restructuring…

Spanish Savings Banks - SIP
 SIP (Institutional Protection System) is the formula adopted
for consolidating SSBg

 The process is popularly known as "cold fusion”

 The conversion of SIPs in banks, is mandatory to participate
in the integration process of the FROB and to get public aidsin the integration process of the FROB and to get public aids

 Additionally SSB may perform indirectly their financial
activity through a bank



Spanish Savings Banks: From SIPs to Commercial Banks

2nd attempt on bank restructuring…

Spanish Savings Banks:  From SIPs to Commercial Banks



Assets in € Mn as of Dec. 2010



2nd attempt on bank restructuring…

Spanish Savings Banks

June 2010

45 Savings

March 2012

11 Savings

October 2012

2 Savings Banks45 Savings
Banks

11 Savings
Banks

2 Savings Banks 
+ 7 Banks

 Large‐scale transformation of the banking system

S i B k h b t t d th h l Savings Banks have been restructured through several
integration process

 As result 43 out of the 45 Savings Banks in Spain are under the
largest integration process of the system that the country has g g p y y
ever seen



3rd attempt on bank3rd attempt on bank
restructuringrestructuring…

R l D l (RDL) 2/2011 F b 2011Royal Decree-law (RDL) 2/2011, February 2011

 New capital requirements

 Stress tests for the entireStress tests for the entire 
system



3rd attempt on bank restructuring…

Royal Decree-law (RDL) 2/2011

The presence of the FROB in the capital of the p p
entities is temporary, with a maximum holding 

period of 5 yearsperiod of 5 years 

F b’ ti i ti i i b di Frob’s participation in governing bodies 
proportionally to the stake acquired



20th December 2011



4th attempt on bank4th attempt on bank
restructuringrestructuring…

Royal Decree-law (RDL) 2/2012, February 2012 y ( ) , y

 Increase the minimum core capital

 Amendments RDL 9/2009 and 11/2010

 FROB can acquire ordinary shares in 
i t tiintegration process

 Limit the remunerations of directors and Limit the remunerations of directors and 
executives of supported entities



4th attempt on bank restructuring…

COUNCIL DECISION of 23 July 2012 addressed to 
Spain on specific measures to reinforce financial 
t bilit (2012/443/EU)stability (2012/443/EU)

 Eurogroup statement on Spain on 9 June 2012

 Spanish Government formally requested financial 
aid for Spanish banks on 25 June 2012aid for Spanish banks on 25 June 2012

 The financial assistance will be provided by theThe financial assistance will be provided by the 
EFSF/ESM for recapitalisation of financial 
institutionsinstitutions



4th attempt on bank restructuring…

COUNCIL DECISION of 23 July 2012 addressed to 
Spain on specific measures to reinforce financial 
t bilit (2012/443/EU)stability (2012/443/EU)

 The loan amount is estimated up to EUR 100 
billion in totalbillion in total

 The FROB could receive the funds and channelThe FROB could receive the funds and channel 
them to the financial institutions concerned

 The Spanish Government signed the MoU



5th attempt on bankp
restructuring… Final??
Royal Decree-law (RDL) 24/2012, August 2012

 As consequence to the program of financial 
assistance to Spain banking sector (EFSF)

 Legal framework for early measures, 
restructuring and resolutiong

 New Asset Management Company (Bad 
B k)Bank)

 A complete new regulation for FROB p g
(repeals the old regulation RDL 9/2009)



ConclusionsConclusions

Thank You



Information Resources Consulted
 Banco de España (Bank of Spain) <www.bde.es>
 European Financial Stability Facility <www.efsf.europa.eu>
 European Commission <http://ec.europa.eu
FROB (F d f O d l B k R i ) f b FROB (Fund for Orderly Bank Restructuring) <www.frob.es>
 Fondo de Garantía de Depósitos de Entidades de Crédito (The Deposit Guarantee Fund of Credit Institutions)
<www.fgd.es>
Ministerio de Economía y Competitividad (Ministry of Economy and Competitiveness) <www.mineco.es>
IFM (I i l M F d) i f IFM (International Monetary Fund) <www.imf.org>
 EBA (European Bank Athority) <www.eba.europa.eu> 
 The Spanish Economy <www.thespanisheconomy.com> 
 European Parliament <http://www.europarl.europa.eu> 
EUR L htt // l EUR‐Lex <http://eur‐lex.europa.eu> 
 Fondo Monetario Internacional (FMI) (2012a): Spain: Financial Stability Assessment, In: 
<http://www.imf.org/external/pubs/ft/scr/2012/cr12137.pdf
 Real Decreto‐ley 9/2009, de 26 de junio, sobre reestructuración bancaria y reforzamiento de los recursos 

i d l tid d d édit I htt // b /b /di /2009/06/27/ df /BOE A 2009 10575 dfpropios de las entidades de crédito. In: http://www.boe.es/boe/dias/2009/06/27/pdfs/BOE‐A‐2009‐10575.pdf
 Real Decreto‐ley 11/2010, de 9 de julio, de órganos de gobierno y otros aspectos del régimen jurídico de las 
Cajas de Ahorros. In: <http://www.boe.es/boe/dias/2010/07/13/pdfs/BOE‐A‐2010‐11086.pdf >
Real Decreto‐ley 2/2011, de 18 de febrero, para el reforzamiento del sistema financiero. In: 
htt // b /b /di /2011/02/19/ df /BOE A 2011 3254 dfhttp://www.boe.es/boe/dias/2011/02/19/pdfs/BOE‐A‐2011‐3254.pdf>
Real Decreto‐ley 2/2012, de 3 de febrero, de saneamiento del sector financiero. In: 
<http://www.boe.es/boe/dias/2012/02/04/pdfs/BOE‐A‐2012‐1674.pdf>
 Real Decreto‐ley 18/2012, de 11 de mayo, sobre y venta de los activos inmobiliarios del sector financiero. In: 
htt // b /b /di /2012/05/12/ df /BOE A 2012 6280 dfhttp://www.boe.es/boe/dias/2012/05/12/pdfs/BOE‐A‐2012‐6280.pdf
 Real Decreto‐ley 24/2012, de 31 de agosto, de reestructuración y resolución de entidades de crédito. In: 
http://www.boe.es/boe/dias/2012/08/31/pdfs/BOE‐A‐2012‐11247.pdf>

As of October 2nd,  2012
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