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II 

(Non-legislative acts) 

REGULATIONS 

COMMISSION REGULATION (EU) No 379/2010 

of 4 May 2010 

amending Annexes I, II and III to Council Regulation (EEC) No 3030/93 on common rules for 
imports of certain textile products from third countries 

THE EUROPEAN COMMISSION, 

Having regard to the Treaty on the Functioning of the European 
Union, 

Having regard to Council Regulation (EEC) No 3030/93 of 
12 October 1993 on common rules for imports of certain 
textile products from third countries ( 1 ), and in particular 
Article 19 thereof, 

Whereas: 

(1) The common rules for imports of certain textile products 
from third countries should be updated to take account 
of a number of recent developments. 

(2) The bilateral agreement between the European 
Community and the Republic of Uzbekistan on trade 
in textile products expired on 31 December 2004. In 
order to include the textile and clothing sector within 
the scope of the Partnership and Cooperation Agreement, 
the system of monitoring in place should be abolished. 

(3) Regulation (EEC) No 3030/93 should therefore be 
amended accordingly. 

(4) The measures provided for in this Regulation are in 
accordance with the opinion of the Textile Committee 
set up by Article 17 of Regulation (EEC) No 3030/93, 

HAS ADOPTED THIS REGULATION: 

Article 1 

Annexes I, II and III to Regulation (EEC) No 3030/93 are 
amended in accordance with the Annex to this Regulation. 

Article 2 

This Regulation shall enter into force on the day of its 
publication in the Official Journal of the European Union. 

It shall apply with effect from 5 May 2010. 

This Regulation shall be binding in its entirety and directly applicable in all Member States. 

Done at Brussels, 4 May 2010. 

For the Commission 
The President 

José Manuel BARROSO

EN 5.5.2010 Official Journal of the European Union L 112/1 
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ANNEX 

Annexes I, II and III to Regulation (EEC) No 3030/93 are amended as follows: 

1. Footnote number 1 in Annex I is replaced by the following: 

‘( 1 ) NB: Covers only categories 1 to 114, with the exception of Russian Federation and Serbia, for which categories 1 
to 161 are covered.’; 

2. Annex II is replaced by the following: 

‘ANNEX II 

EXPORTING COUNTRIES REFERRED TO IN ARTICLE 1 

Russia 

Serbia’; 

3. Annex III is amended as follows: 

(a) Article 28(6) is replaced by the following: 

‘6. This number shall be composed of the following elements: 

— two letters identifying the exporting country as follows: 

— Serbia = RS, 

— two letters identifying the intended Member State of destination, or group of such Member States, as follows: 

— AT = Austria 

— BG = Bulgaria 

— BL = Benelux 

— CY = Cyprus 

— CZ = Czech Republic 

— DE = Federal Republic of Germany 

— DK = Denmark 

— EE = Estonia 

— GR = Greece 

— ES = Spain 

— FI = Finland 

— FR = France 

— GB = United Kingdom 

— HU = Hungary 

— IE = Ireland 

— IT = Italy 

— LT = Lithuania 

— LV = Latvia 

— MT = Malta 

— PL = Poland 

— PT = Portugal
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— RO = Romania 

— SE = Sweden 

— SI = Slovenia 

— SK = Slovakia, 

— a one-digit number identifying the quota year or the year under which exports were recorded, in the case of 
products listed in table A of this Annex, corresponding to the last figure in the year in question, e.g. “9” for 
2009 and “0” for 2010, 

— a two-digit number identifying the issuing office in the exporting country, 

— a five-digit number running consecutively from 00001 to 99999 allocated to the specific Member State of 
destination.’; 

(b) Table A will be replaced by: 

‘TABLE A 

Table has been deleted.’
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COMMISSION REGULATION (EU) No 380/2010 

of 30 April 2010 

concerning the classification of certain goods in the Combined Nomenclature 

THE EUROPEAN COMMISSION, 

Having regard to the Treaty on the Functioning of the European 
Union, 

Having regard to Council Regulation (EEC) No 2658/87 of 
23 July 1987 on the tariff and statistical nomenclature and 
on the Common Customs Tariff ( 1 ), and in particular 
Article 9(1)(a) thereof, 

Whereas: 

(1) In order to ensure uniform application of the Combined 
Nomenclature annexed to Regulation (EEC) No 2658/87, 
it is necessary to adopt measures concerning the classifi­
cation of the goods referred to in the Annex to this 
Regulation. 

(2) Regulation (EEC) No 2658/87 has laid down the general 
rules for the interpretation of the Combined Nomen­
clature. Those rules apply also to any other nomenclature 
which is wholly or partly based on it or which adds any 
additional subdivision to it and which is established by 
specific provisions of the Union, with a view to the 
application of tariff and other measures relating to 
trade in goods. 

(3) Pursuant to those general rules, the goods described in 
column 1 of the table set out in the Annex should be 

classified under the CN codes indicated in column 2, by 
virtue of the reasons set out in column 3 of that table. 

(4) It is appropriate to provide that binding tariff 
information which has been issued by the customs 
authorities of Member States in respect of the classifi­
cation of goods in the Combined Nomenclature but 
which is not in accordance with this Regulation can, 
for a period of three months, continue to be invoked 
by the holder, under Article 12(6) of Council Regulation 
(EEC) No 2913/92 of 12 October 1992 establishing the 
Community Customs Code ( 2 ). 

(5) The measures provided for in this Regulation are in 
accordance with the opinion of the Customs Code 
Committee, 

HAS ADOPTED THIS REGULATION: 

Article 1 

The goods described in column 1 of the table set out in the 
Annex shall be classified within the Combined Nomenclature 
under the CN codes indicated in column 2 of that table. 

Article 2 

Binding tariff information issued by the customs authorities of 
Member States, which is not in accordance with this Regulation, 
can continue to be invoked for a period of three months under 
Article 12(6) of Regulation (EEC) No 2913/92. 

Article 3 

This Regulation shall enter into force on the 20th day following 
its publication in the Official Journal of the European Union. 

This Regulation shall be binding in its entirety and directly applicable in all Member States. 

Done at Brussels, 30 April 2010. 

For the Commission, 
On behalf of the President, 

Algirdas ŠEMETA 
Member of the Commission

EN L 112/4 Official Journal of the European Union 5.5.2010 

( 1 ) OJ L 256, 7.9.1987, p. 1. ( 2 ) OJ L 302, 19.10.1992, p. 1.



ANNEX 

Description of the goods Classification 
(CN code) Reasons 

(1) (2) (3) 

Tablets of 1 772 mg, put up for retail sale, one tablet 
consisting of (% by weight): 

— Calcium carbonate 

(corresponding to 630 mg calcium) 

88,9 

— Starch 3,5 

— Hydroxypropyl methyl cellulose 2,7 

— Crospovidone 1,9 

— Maltodextrin 1,3 

— Mineral oil 1,2 

Additionally one tablet has a content of 7 μg = 284 IU 
(international units) vitamin D3 (cholecalciferol). Other 
substances are present in quantities less than 1,0 % by 
weight. 

The recommended daily dose indicated on the label is 
one tablet per day. 

According to the information on the label the product 
is used as a preventive treatment for example against 
osteoporosis and for reinforcement of the bones. 

2106 90 92 Classification is determined by the General 
Rules 1 and 6 for the interpretation of the 
Combined Nomenclature, Note 1 to Chapter 
28, Additional Note 1 to Chapter 30 and the 
wording of CN codes 2106, 2106 90 and 
2106 90 92. 

Due to the presence of substances which are 
not covered by Note 1(a), (d) or (e) to Chapter 
28, the product is to be excluded from that 
Chapter. 

The level of ingested minerals or vitamins 
(calcium and vitamin D3) according to the 
recommended daily dose indicated on the 
label is not significantly higher than the 
recommended daily allowance to maintain 
general health or well-being. The product 
therefore does not fulfil the requirement of 
Additional Note 1 to Chapter 30, last 
paragraph, and cannot be classified under 
heading 3004 (see also the Combined 
Nomenclature Explanatory Notes (CN EN) to 
Chapter 30, Additional Note 1, point 3). 

Given its characteristics the product is 
therefore to be classified as a food preparation 
of heading 2106.
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COMMISSION REGULATION (EU) No 381/2010 

of 4 May 2010 

establishing the standard import values for determining the entry price of certain fruit and 
vegetables 

THE EUROPEAN COMMISSION, 

Having regard to the Treaty on the Functioning of the European 
Union, 

Having regard to Council Regulation (EC) No 1234/2007 of 
22 October 2007 establishing a common organisation of agri­
cultural markets and on specific provisions for certain agri­
cultural products (Single CMO Regulation) ( 1 ), 

Having regard to Commission Regulation (EC) No 1580/2007 
of 21 December 2007 laying down implementing rules for 
Council Regulations (EC) No 2200/96, (EC) No 2201/96 and 
(EC) No 1182/2007 in the fruit and vegetable sector ( 2 ), and in 
particular Article 138(1) thereof, 

Whereas: 

Regulation (EC) No 1580/2007 lays down, pursuant to the 
outcome of the Uruguay Round multilateral trade negotiations, 
the criteria whereby the Commission fixes the standard values 
for imports from third countries, in respect of the products and 
periods stipulated in Annex XV, Part A thereto, 

HAS ADOPTED THIS REGULATION: 

Article 1 

The standard import values referred to in Article 138 of Regu­
lation (EC) No 1580/2007 are fixed in the Annex hereto. 

Article 2 

This Regulation shall enter into force on 5 May 2010. 

This Regulation shall be binding in its entirety and directly applicable in all Member States. 

Done at Brussels, 4 May 2010. 

For the Commission, 
On behalf of the President, 

Jean-Luc DEMARTY 
Director-General for Agriculture and 

Rural Development
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ANNEX 

Standard import values for determining the entry price of certain fruit and vegetables 

(EUR/100 kg) 

CN code Third country code ( 1 ) Standard import value 

0702 00 00 JO 68,6 
MA 75,0 
TN 121,9 
TR 85,4 
ZZ 87,7 

0707 00 05 MA 64,9 
MK 64,0 
TR 122,1 
ZZ 83,7 

0709 90 70 TR 89,0 
ZZ 89,0 

0805 10 20 EG 40,9 
IL 59,0 

MA 46,9 
TN 47,4 
TR 55,5 
ZZ 49,9 

0805 50 10 TR 70,5 
ZA 71,6 
ZZ 71,1 

0808 10 80 AR 87,9 
BR 74,6 
CL 80,4 
CN 75,4 
MK 22,1 
NZ 121,7 
US 124,1 
UY 82,7 
ZA 86,8 
ZZ 84,0 

( 1 ) Nomenclature of countries laid down by Commission Regulation (EC) No 1833/2006 (OJ L 354, 14.12.2006, p. 19). Code ‘ZZ’ stands 
for ‘of other origin’.
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DECISIONS 

COMMISSION DECISION 

of 30 April 2010 

amending Decision 92/216/EEC as regards the publication of the list of coordinating authorities for 
equine competitions 

(notified under document C(2010) 2630) 

(Text with EEA relevance) 

(2010/256/EU) 

THE EUROPEAN COMMISSION, 

Having regard to the Treaty on the Functioning of the European 
Union, 

Having regard to Council Directive 90/428/EEC of 26 June 
1990 on trade in equidae intended for competitions and 
laying down the conditions for participation therein ( 1 ), and in 
particular Article 4(3) thereof, 

Whereas: 

(1) Directive 90/428/EEC lays the conditions governing trade 
in equidae intended for competitions and the conditions 
governing their participation. In particular, Article 4(2) 
thereof provides for possibilities for Member States to 
reserve, through bodies officially approved or recognised 
for that purpose, a certain percentage of the prize money 
or profits which may accrue from certain competitions 
or types of competition referred to in that Article for the 
safeguard, development and improvement of breeding. 

(2) In accordance with Article 1(2) of Commission Decision 
92/216/EEC of 26 March 1992 on the collection of data 
concerning competitions for equidae as referred to in 
Article 4(2) of Council Directive 90/428/EEC ( 2 ), 
Member States are to communicate to the Commission 
the name and address of the coordinating authority 
appointed for collecting the necessary data concerning 
competitions and the distribution of funds as provided 
for in Article 4(2) of Directive 90/428/EEC, for publi­
cation by the Commission. 

(3) Council Directive 2008/73/EC of 15 July 2008 
simplifying procedures of listing and publishing 
information in the veterinary and zootechnical fields ( 3 ) 
amended, amongst others, Article 4(2) of Directive 
90/428/EEC by conferring onto the Member States the 
obligation for making available information generated 
under their responsibility. 

(4) In accordance with Article 4(2) of Directive 90/428/EEC, 
it is now the responsibility of each Member State to 
inform the other Member States and the public of the 

use of the possibilities provided for by the first indent of 
Article 4(2) of that Directive and of the criteria for the 
distribution of funds provided for in the second indent of 
Article 4(2). 

(5) As in other areas of European Union law where web- 
based information procedures had been introduced by 
Directive 2008/73/EC, it is considered necessary for the 
Commission to assist the Member States and the public 
to access such information by providing a website to 
which the Member States provide a link to their 
national website. 

(6) The Member States should have sufficient time to set up 
their national websites. Accordingly, the amendments 
introduced by this Decision should apply from 1 May 
2010. 

(7) Decision 92/216/EEC should therefore be amended 
accordingly. 

(8) The measures provided for in this Decision are in 
accordance with the opinion of the Standing 
Committee on Zootechnics, 

HAS ADOPTED THIS DECISION: 

Article 1 

Article 1 of Decision 92/216/EEC, paragraph 2 is replaced by 
the following: 

‘2. Each Member State shall make the name and address of 
the coordinating authority appointed in accordance with 
paragraph 1 available to the Commission, the other 
Member States and the public on a website. 

3. In order to assist the Member States in making that 
information available, the Commission shall provide a 
website to which the Member States shall provide a link to 
their website established in accordance with paragraph 2. 

The Member States shall provide those links to the 
Commission by 30 April 2010 at the latest.’

EN L 112/8 Official Journal of the European Union 5.5.2010 

( 1 ) OJ L 224, 18.8.1990, p. 60. 
( 2 ) OJ L 104, 22.4.1992, p. 77. 
( 3 ) OJ L 219, 14.8.2008, p. 40.



Article 2 

This Decision shall apply from 1 May 2010. 

Article 3 

This Decision is addressed to the Member States. 

Done at Brussels, 30 April 2010. 

For the Commission 

John DALLI 
Member of the Commission

EN 5.5.2010 Official Journal of the European Union L 112/9



COMMISSION DECISION 

of 30 April 2010 

on the clearance of the accounts of the paying agencies of Estonia, Cyprus, Latvia, Lithuania, Malta, 
Poland and Slovakia concerning expenditure in the field of rural development measures financed by 

the European Agricultural Guarantee Fund (EAGF) for the 2009 financial year 

(notified under document C(2010) 2825) 

(Only the Estonian, English, Greek, Latvian, Lithuanian, Maltese, Polish and Slovak texts are authentic) 

(2010/257/EU) 

THE EUROPEAN COMMISSION, 

Having regard to the Treaty on the functioning of the European 
Union, 

Having regard to Council Regulation (EC) No 1290/2005 of 
21 June 2005 on the financing of the common agricultural 
policy ( 1 ), and in particular Articles 30 and 39 thereof, 

After consulting the Committee on the Agricultural Funds, 

Whereas: 

(1) On the basis of the annual accounts submitted by 
Estonia, Cyprus, Latvia, Lithuania, Malta, Poland and 
Slovakia concerning expenditure in the field of rural 
development measures, accompanied by the information 
required, the accounts of the paying agencies referred to 
in Article 6(2) of Regulation (EC) No 1290/2005 are to 
be cleared. The clearance covers the completeness, 
accuracy and veracity of the accounts transmitted in 
the light of the reports established by the certification 
bodies. 

(2) The time limits granted to Estonia, Cyprus, Latvia, 
Lithuania, Malta, Poland and Slovakia referred to in 
Article 7(2) of Commission Regulation (EC) No 
885/2006 of 21 June 2006 laying down detailed rules 
for the application of Council Regulation (EC) No 
1290/2005 as regards the accreditation of paying 
agencies and other bodies and the clearance of the 
accounts of the EAGF and of the EAFRD ( 2 ) for the 
submission to the Commission of the documents 
referred to in Article 8(1)(c) of Regulation (EC) No 
1290/2005 and in Article 7(1) of Regulation (EC) No 
885/2006 ( 3 ), have expired. 

(3) The Commission has checked the information submitted 
and communicated to Estonia, Cyprus, Latvia, Lithuania, 

Malta, Poland and Slovakia before 31 March 2010 the 
results of its verifications, along with the necessary 
amendments. 

(4) For the rural development expenditure covered by 
Article 7(2) of Commission Regulation (EC) No 
27/2004 of 5 January 2004 laying down transitional 
detailed rules for the application of Council Regulation 
(EC) No 1257/1999 as regards the financing by the 
EAGGF Guarantee Section of rural development 
measures in the Czech Republic, Estonia, Cyprus, 
Latvia, Lithuania, Hungary, Malta, Poland, Slovenia and 
Slovakia ( 4 ) the outcome of the clearance of accounts 
decision is to be deducted from or added to subsequent 
payments made by the Commission. 

(5) In the light of the verifications made, the annual accounts 
and the accompanying documents permit the 
Commission to take, for certain paying agencies, a 
decision on the completeness, accuracy and veracity of 
the accounts submitted. The details of these amounts 
were described in the Summary Report that was 
presented to the Fund Committee at the same time as 
this Decision. 

(6) In the light of the verifications made, the information 
submitted by certain paying agencies requires additional 
inquiries and their accounts cannot be therefore cleared 
in this Decision. 

(7) For the rural development expenditure covered by Regu­
lation (EC) No 27/2004, the amounts recoverable or 
payable under the clearance of accounts decision are to 
be deducted from or added to subsequent payments. 

(8) In accordance with Article 30(2) of Regulation (EC) No 
1290/2005, this Decision does not prejudice decisions 
taken subsequently by the Commission excluding from 
European Union financing expenditure not effected in 
accordance with European Union rules,
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HAS ADOPTED THIS DECISION: 

Article 1 

Without prejudice to Article 2, the accounts of the paying 
agencies of the Member States concerning expenditure in the 
field of rural development financed by the European Agri­
cultural Guarantee Fund (EAGF) in respect of the 2009 
financial year, are hereby cleared. 

The amounts which are recoverable from, or payable to, each 
Member State pursuant to this Decision in the field of rural 
development measures applicable in Estonia, Cyprus, Latvia, 
Lithuania, Malta, Poland and Slovakia are set out in Annex I 
and Annex II. 

Article 2 

For the 2009 financial year, the accounts of the Member States’ 
paying agencies in the field of rural development measures 

applicable in Estonia, Cyprus, Latvia, Lithuania, Malta, Poland 
and Slovakia, set out in Annex III, are disjoined from this 
Decision and shall be the subject of a future clearance Decision. 

Article 3 

This Decision is addressed to the Republic of Estonia, the 
Republic of Cyprus, the Republic of Latvia, the Republic of 
Lithuania, the Republic of Malta, the Republic of Poland and 
the Slovak Republic. 

Done at Brussels, 30 April 2010. 

For the Commission 

Dacian CIOLOȘ 
Member of the Commission
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ANNEX I 

CLEARANCE OF THE PAYING AGENCIES’ ACCOUNTS 

FINANCIAL YEAR 2009 — EAGF RURAL DEVELOPMENT EXPENDITURE IN NEW MEMBER STATES. 

Amount to be recovered from or paid to the Member State. 

MS 

2009 — Expenditure for the Paying 
Agencies for which the accounts are 

Total a + b Reduc­
tions Total 

Interim 
Payments 

reimbursed to 
the Member 
State for the 
financial year 

Amount to be 
recovered from 

(–) or paid to (+) 
the Member 

State (*) 

cleared disjoined 

= expenditure 
declared in the 

annual declaration 

= total of 
Interim 

Payments 
reimbursed to 
the Member 
State for the 
financial year 

a b c = a + b d e = c + d f g = e – f 

EE EUR 0,00 0,00 0,00 0,00 0,00 0,00 
CY EUR 9 474 074,82 9 474 074,82 0,00 9 474 074,82 0,00 9 474 074,82 
LV EUR 2 607 932,10 2 607 932,10 0,00 2 607 932,10 0,00 2 607 932,10 
LT EUR 4 033 561,97 4 033 561,97 0,00 4 033 561,97 0,00 4 033 561,97 
MT EUR 5 102 120,76 5 102 120,76 0,00 5 102 120,76 457 469,86 4 644 650,90 
PL EUR 12 361 738,57 12 361 738,57 0,00 12 361 738,57 0,00 12 361 738,57 
SK EUR 7 348 431,19 7 348 431,19 0,00 7 348 431,19 0,00 7 348 431,19 

(*) As payments have reached 95 % of the financial plan for all Member States, the balances will be settled during the closure of the 
programme. 

MS Advances paid but still to be cleared for the programme implementation [Article 32 of Council Regulation No. 1260/1999]. 

EE EUR 24 080 000,00 
CY EUR 11 968 000,00 
LV EUR 52 496 000,00 
LT EUR 78 320 000,00 
MT EUR 4 304 000,00 
PL EUR 458 624 000,00 
SK EUR 63 536 000,00
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ANNEX II 

CLEARED EXPENDITURE BY EAGF RURAL DEVELOPMENT MEASURE FOR EXERCISE 2009 IN NEW 
MEMBER STATES 

DIFFERENCES BETWEEN ANNUAL ACCOUNTS AND DECLARATIONS OF EXPENDITURE 

CYPRUS 

No Measures Expenditure 2009 
Annex I column ‘a’ 

Reductions Annex I 
column ‘d’ 

Amount cleared for 
2009 Annex I 

column ‘e’ 

i ii iii = i + ii 

1 Support of investments for management of animal 
waste 

2 171 324,36 2 171 324,36 

2 Encouragement of the improvement and the 
development 

2 808 953,00 2 808 953,00 

3 Encouragement of the set up of producer groups 100 000,00 100 000,00 

4 Promotion of vocational training of farmers 214 482,99 214 482,99 

5 Technical and advisory service to the farmers 114 647,20 114 647,20 

6 Early retirement 119 962,87 119 962,87 

7 Support for setting up of young farmers 1 355 000,00 1 355 000,00 

8 Meeting EU standards 1 059 306,78 1 059 306,78 

9 Adoption of agri-environmental measures – 35 501,90 – 35 501,90 

10 Agri-environmental actions for the protection of 
natural value 

– 30 271,74 – 30 271,74 

11 Afforestation 2 371,79 2 371,79 

12 Improving of infrastructure for livestock 
development 

0,00 0,00 

13 Less Favoured Areas 1 040,45 1 040,45 

14 Support for quality schemes 276 389,31 276 389,31 

15 Support of small scale, traditional processing 271 178,37 271 178,37 

16 Protection of agricultural and traditional landscapes 152 497,44 152 497,44 

17 Protection of forest fires and other natural disasters 369 758,71 369 758,71 

18 Afforestation of non agricultural land 295 623,90 295 623,90 

19 Improvement of harvesting process – 854,30 – 854,30 

20 Technical support of the implementation, 
monitoring 

62 239,78 62 239,78 

21 Technical support of collective initiatives at local 
level 

165 925,81 165 925,81 

Total 9 474 074,82 0,00 9 474 074,82
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LATVIA 

No Measures Expenditure 2009 
Annex I column ‘a’ 

Reductions Annex I 
column ‘d’ 

Amount cleared for 
2009 Annex I 

column ‘e’ 

i ii iii = i + ii 

1 Early retirement – 1 195,73 – 1 195,73 

2 Producer groups 0,00 0,00 

3 Support for semi-substance farms – 264,78 – 264,78 

4 Meeting standards 423 612,67 423 612,67 

5 Agri-environment 1 853 096,73 1 853 096,73 

6 Less Favoured Areas – 13 412,76 – 13 412,76 

7 Technical assistance 391 805,87 391 805,87 

8 Obligations transferred from previous programming 
period 

0,00 0,00 

9 Allocations of resources for single area payments – 45 709,90 – 45 709,90 

Total 2 607 932,10 0,00 2 607 932,10 

LITHUANIA 

No Measures Expenditure 2009 
Annex I column ‘a’ 

Reductions Annex I 
column ‘d’ 

Amount cleared for 
2009 Annex I 

column ‘e’ 

i ii iii = i + ii 

1 Agri-environment 3 561 291,02 3 561 291,02 

2 Less Favoured Areas and areas with environmental 
restrictions 

– 2 954,63 – 2 954,63 

3 Meeting standards – 204 331,89 – 204 331,89 

4 Afforestation of agricultural land 30 628,19 30 628,19 

5 Early retirement 104 338,87 104 338,87 

6 Support for semi-subsistence farms undergoing 
restructuring 

– 8 179,78 – 8 179,78 

7 Other measures 96 659,66 96 659,66 

8 Technical assistance 455 049,09 455 049,09 

9 Complementary national direct payments 1 061,44 1 061,44 

Total 4 033 561,97 0,00 4 033 561,97 

MALTA 

No Measures Expenditure 2009 
Annex I column ‘a’ 

Reductions Annex I 
column ‘d’ 

Amount cleared for 
2009 Annex I 

column ‘e’ 

i ii iii = i + ii 

1 Less Favoured Areas – 5 448,47 – 5 448,47
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No Measures Expenditure 2009 
Annex I column ‘a’ 

Reductions Annex I 
column ‘d’ 

Amount cleared for 
2009 Annex I 

column ‘e’ 

i ii iii = i + ii 

2 Agri-environment 1 635 984,94 1 635 984,94 

3 Meeting standards 1 098 668,34 1 098 668,34 

4 Producers Group 0,00 0,00 

5 Technical assistance 865 308,32 865 308,32 

6 State Aid Complement 0,00 0,00 

7 Ad Hoc Full time Farmers/Breeders 1 507 607,63 1 507 607,63 

Total 5 102 120,76 0,00 5 102 120,76 

POLAND 

No Measures Expenditure 2009 
Annex I column ‘a’ 

Reductions Annex I 
column ‘d’ 

Amount cleared for 
2009 Annex I 

column ‘e’ 

i ii iii = i + ii 

1 Early retirement – 115 562,12 – 115 562,12 

2 Support for semi-substance farms – 782 545,72 – 782 545,72 

3 Less Favoured Areas – 3 314 036,52 – 3 314 036,52 

4 Agri-environment undertakings and animal welfare – 449 096,77 – 449 096,77 

5 Afforestation – 68 801,15 – 68 801,15 

6 Meeting EU standards – 2 128 574,31 – 2 128 574,31 

7 Producer Groups 0,00 0,00 

8 Technical assistance 19 304 548,86 19 304 548,86 

9 Complements to direct payments – 80 324,22 – 80 324,22 

10 Projects approved under Reg. (EC) No 1268/1999 – 3 869,48 – 3 869,48 

Total 12 361 738,57 0,00 12 361 738,57 

SLOVAKIA 

No Measures Expenditure 2009 
Annex I column ‘a’ 

Reductions Annex I 
column ‘d’ 

Amount cleared for 
2009 Annex I 

column ‘e’ 

i ii iii = i + ii 

1 Investments in agricultural holdings 320 353,71 320 353,71 

2 Training 8 185,24 8 185,24 

3 Less Favoured Areas and areas with environmental 
restrictions 

16 450,87 16 450,87 

4 Meeting standards 405 119,68 405 119,68 

5 Agri-environmental support 0,00 0,00
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No Measures Expenditure 2009 
Annex I column ‘a’ 

Reductions Annex I 
column ‘d’ 

Amount cleared for 
2009 Annex I 

column ‘e’ 

i ii iii = i + ii 

6 Improving processing and marketing of agricultural 
products 

151 516,81 151 516,81 

7 Forest management 0,00 0,00 

8 Afforestation of agricultural land 126 911,56 126 911,56 

9 Land consolidation 30 933,37 30 933,37 

10 Diversification of agricultural activities 0,00 0,00 

11 Support for semi-subsistence farms 248 306,32 248 306,32 

12 Producer groups 1 308 323,39 1 308 323,39 

13 Technical assistance including evaluation 4 128 723,81 4 128 723,81 

14 Complements to direct payments 9 051,97 9 051,97 

901 Investments in agricultural holdings, R. 1268/1999 0,00 0,00 

905 Agri-environmental support — projects approved R. 
1268/1999 

594 554,46 594 554,46 

907 Forest management — projects approved under R. 
1268/1999 

0,00 0,00 

912 Producer groups — project approved under R. 
1268/1999 

0,00 0,00 

Total 7 348 431,19 0,00 7 348 431,19 

ANNEX III 

CLEARANCE OF THE PAYING AGENCIES’ ACCOUNTS 

FINANCIAL YEAR 2009 — EAGF RURAL DEVELOPMENT EXPENDITURE IN NEW MEMBER STATES 

List of the Paying Agencies for which the accounts are disjoined and are subject of a later clearance decision 

Member State Paying Agency 

Estonia PRIA
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COMMISSION DECISION 

of 30 April 2010 

on the clearance of the accounts of the paying agencies of Member States concerning expenditure 
financed by the European Agricultural Guarantee Fund (EAGF) for the 2009 financial year 

(notified under document C(2010) 2828) 

(2010/258/EU) 

THE EUROPEAN COMMISSION, 

Having regard to the Treaty on the Functioning of the European 
Union, 

Having regard to Council Regulation (EC) No 1290/2005 of 
21 June 2005 on the financing of the common agricultural 
policy ( 1 ), and in particular Articles 30 and 32 thereof, 

After consulting the Committee on the Agricultural Funds, 

Whereas: 

(1) Under Article 30 of Regulation (EC) No 1290/2005, the 
Commission, on the basis of the annual accounts 
submitted by the Member States, accompanied by the 
information required for the clearance of accounts and 
a certificate regarding the integrality, accuracy and 
veracity of the accounts and the reports established by 
the certification bodies, clears the accounts of the paying 
agencies referred to in Article 6 of the said Regulation. 

(2) Pursuant to the second subparagraph of Article 5(1) of 
Commission Regulation (EC) No 883/2006 of 21 June 
2006 laying down detailed rules for the application of 
Council Regulation (EC) No 1290/2005 as regards the 
keeping of accounts by the paying agencies, declarations 
of expenditure and revenue and the conditions for reim­
bursing expenditure under the EAGF and the EAFRD ( 2 ), 
account is taken for the 2009 financial year of expend- 
iture incurred by the Member States between 16 October 
2008 and 15 October 2009. 

(3) The Commission has checked the information submitted 
by the Member States and it has communicated to the 
Member States before 31 March 2010 the results of its 
verifications, along with the necessary amendments. 

(4) The annual accounts and the accompanying documents 
permit the Commission to take, for certain paying 
agencies, a decision on the completeness, accuracy and 
veracity of the annual accounts submitted. Annex I lists 

the amounts cleared by Member State and the amounts 
to be recovered from or paid to the Member States. 

(5) The information submitted by certain other paying 
agencies requires additional inquiries and their accounts 
cannot be cleared in this Decision. Annex II lists the 
paying agencies concerned. 

(6) Under Article 9(4) of Regulation (EC) No 883/2006, any 
overrun of deadlines during August, September and 
October is to be taken into account in the clearance of 
accounts decision. Some of the expenditure declared by 
certain Member States during these months in the year 
2009 was effected after the applicable deadlines. This 
Decision should therefore fix the relevant reductions. 

(7) The Commission, in accordance with Article 17 of Regu­
lation (EC) No 1290/2005 and Article 9 of Regulation 
(EC) No 883/2006, has already reduced or suspended a 
number of monthly payments on entry into the accounts 
of expenditure for the 2009 financial year. In order to 
avoid any premature, or temporary, reimbursement of 
the amounts in question, they should not be recognised 
in this Decision and they should be further examined 
under the conformity clearance procedure pursuant to 
Article 31 of Regulation (EC) No 1290/2005. 

(8) Pursuant to Article 32(5) of Regulation (EC) No 
1290/2005, 50 % of the financial consequences of 
non-recovery of irregularities shall be borne by the 
Member State concerned if the recovery of those irregu­
larities has not taken place within four years of the 
primary administrative or judicial finding, or within 
eight years if the recovery is taken to the national 
courts. Article 32(3) of the said Regulation obliges 
Member States to submit to the Commission, together 
with the annual accounts, a summary report on the 
recovery procedures undertaken in response to irregu­
larities. Detailed rules on the application of the 
Member States’ reporting obligation of the amounts to 
be recovered are laid down in Commission Regulation 
(EC) No 885/2006 ( 3 ). Annex III to the said Regulation 
provides the table that had to be provided in 2010 by 
the Member States. On the basis of the tables completed 
by the Member States, the Commission should decide on 
the financial consequences of non-recovery of irregu­
larities older than four or eight years respectively. This 
decision is without prejudice to future conformity 
decisions pursuant to Article 32(8) of Regulation 
(EC) No 1290/2005.
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(9) Pursuant to Article 32(6) of Regulation (EC) No 
1290/2005, Member States may decide not to pursue 
recovery. Such a decision may only be taken if the 
costs already and likely to be incurred total more than 
the amount to be recovered or if the recovery proves 
impossible owing to the insolvency, recorded and 
recognised under national law, of the debtor or the 
persons legally responsible for the irregularity. If that 
decision has been taken within four years of the 
primary administrative or judicial finding or within 
eight years if the recovery is taken to the national 
courts, 100 % of the financial consequences of the 
non-recovery should be borne by the Community 
budget. In the summary report referred to in 
Article 32(3) of Regulation (EC) No 1290/2005, the 
amounts for which the Member State decided not to 
pursue recovery and the grounds for the decision are 
shown. These amounts are not charged to the Member 
States concerned and are consequently borne by the 
Community budget. This decision is without prejudice 
to future conformity decisions pursuant to 
Article 32(8) of the said Regulation. 

(10) In accordance with Article 30(2) of Regulation (EC) 
No 1290/2005, this Decision does not prejudice 
decisions taken subsequently by the Commission 
excluding from European Union financing expenditure 
not effected in accordance with European Union rules, 

HAS ADOPTED THIS DECISION: 

Article 1 

With the exception of the paying agencies referred to in 
Article 2, the accounts of the paying agencies of the Member 

States concerning expenditure financed by the European Agri­
cultural Guarantee Fund (EAGF) in respect of the 2009 financial 
year, are hereby cleared. 

The amounts which are recoverable from, or payable to, each 
Member State pursuant to this Decision, including those 
resulting from the application of Article 32(5) of Regulation 
(EC) No 1290/2005, are set out in Annex I. 

Article 2 

For the 2009 financial year, the accounts of the Member States’ 
paying agencies in respect of expenditure financed by the EAGF, 
set out in Annex II, are disjoined from this Decision and shall 
be the subject of a future clearance of accounts Decision. 

Article 3 

This Decision is addressed to the Member States. 

Done at Brussels, 30 April 2010. 

For the Commission 

Dacian CIOLOȘ 
Member of the Commission
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ANNEX I 

CLEARANCE OF THE PAYING AGENCIES’ ACCOUNTS 

FINANCIAL YEAR 2009 

Amount to be recovered from or paid to the Member State 

MS 

2009 — Expenditure/assigned revenue for the paying agencies 
for which the accounts are 

Total a + b 
Reductions and 

suspensions for the 
whole financial year (1 ) 

Reductions according to 
Article 32 of Regulation 

(EC) No 1290/2005 

Total including 
reductions and 

suspensions 

Payments made to the 
Member State for the 

financial year 

Amount to be 
recovered from (–) or 

paid to (+) the Member 
State (2 ) 

cleared disjoined 

= expenditure/assigned 
revenue declared in the annual 

declaration 

= total of the expendi- 
ture/assigned revenue in the 

monthly declarations 

a b c = a + b d e f = c + d + e g h = f – g 

BE EUR 787 979 123,50 0,00 787 979 123,50 – 369 703,64 – 464 520,05 787 144 899,81 787 398 266,69 – 253 366,88 

BG EUR 220 774 471,11 0,00 220 774 471,11 0,00 0,00 220 774 471,11 220 995 609,16 – 221 138,05 

CZ EUR 506 176 216,20 0,00 506 176 216,20 0,00 0,00 506 176 216,20 506 185 267,69 – 9 051,49 

DK DKK 0,00 0,00 0,00 0,00 – 805 769,98 – 805 769,98 0,00 – 805 769,98 

DK EUR 924 610 973,79 0,00 924 610 973,79 – 3 921,96 0,00 924 607 051,83 924 309 000,47 298 051,36 

DE EUR 5 235 842 777,85 654 682 281,26 5 890 525 059,11 – 1 989 043,44 – 461 916,14 5 888 074 099,53 5 888 016 608,23 57 491,30 

EE EUR 54 532 997,07 0,00 54 532 997,07 0,00 0,00 54 532 997,07 54 532 997,07 0,00 

IE EUR 1 319 888 602,56 0,00 1 319 888 602,56 – 133 757,17 – 169 220,35 1 319 585 625,04 1 318 985 522,43 600 102,61 

EL EUR 2 448 777 557,15 0,00 2 448 777 557,15 – 8 813 778,63 – 394 282,85 2 439 569 495,67 2 443 278 830,80 – 3 709 335,13 

ES EUR 6 068 452 138,54 0,00 6 068 452 138,54 – 4 759 740,96 – 3 785 162,40 6 059 907 235,18 6 067 513 907,29 – 7 606 672,11 

FR EUR 9 040 383 523,43 0,00 9 040 383 523,43 – 2 526 945,78 – 5 990 134,76 9 031 866 442,89 9 037 172 967,68 – 5 306 524,79 

IT EUR 1 945 287 961,84 2 782 810 861,76 4 728 098 823,60 0,00 – 2 430 132,07 4 725 668 691,53 4 728 063 868,22 – 2 395 176,69 

CY EUR 36 926 483,63 0,00 36 926 483,63 – 320 385,91 0,00 36 606 097,72 36 606 097,72 0,00 

LV EUR 109 931 833,57 0,00 109 931 833,57 0,00 0,00 109 931 833,57 109 975 523,36 – 43 689,79 

LT LTL 0,00 0,00 0,00 0,00 – 18,50 – 18,50 0,00 – 18,50 

LT EUR 221 723 843,05 0,00 221 723 843,05 0,00 0,00 221 723 843,05 221 715 676,12 8 166,93 

LU EUR 34 886 290,40 0,00 34 886 290,40 0,00 – 4 560,61 34 881 729,79 34 693 249,95 188 479,84
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a b c = a + b d e f = c + d + e g h = f – g 

HU EUR 930 754 775,93 0,00 930 754 775,93 0,00 0,00 930 754 775,93 930 434 925,76 319 850,17 

MT EUR 3 563 547,18 0,00 3 563 547,18 0,00 0,00 3 563 547,18 3 564 387,18 – 840,00 

NL EUR 1 046 983 725,26 0,00 1 046 983 725,26 0,00 – 677 834,96 1 046 305 890,30 1 046 370 034,94 – 64 144,64 

AT EUR 708 684 112,26 0,00 708 684 112,26 0,00 – 169 195,85 708 514 916,41 708 571 648,36 – 56 731,95 

PL EUR 1 855 200 357,31 0,00 1 855 200 357,31 0,00 0,00 1 855 200 357,31 1 855 245 584,31 – 45 227,00 

PT EUR 724 724 520,34 0,00 724 724 520,34 – 382 516,50 – 8 047 049,82 716 294 954,02 723 611 900,95 – 7 316 946,93 

RO EUR 0,00 575 930 420,08 575 930 420,08 0,00 0,00 575 930 420,08 575 930 420,08 0,00 

SI EUR 102 542 439,28 0,00 102 542 439,28 0,00 0,00 102 542 439,28 102 613 790,15 – 71 350,87 

SK EUR 252 970 915,01 0,00 252 970 915,01 0,00 0,00 252 970 915,01 252 901 885,76 69 029,25 

FI EUR 599 673 974,61 0,00 599 673 974,61 0,00 – 10 920,77 599 663 053,84 599 685 951,54 – 22 897,70 

SE SEK 0,00 0,00 0,00 0,00 – 107 975,40 – 107 975,40 0,00 – 107 975,40 

SE EUR 724 143 091,81 0,00 724 143 091,81 – 13 177,13 0,00 724 129 914,68 724 281 824,45 – 151 909,77 

UK GBP 0,00 0,00 0,00 0,00 – 86 696,06 – 86 696,06 0,00 – 86 696,06 

UK EUR 3 292 001 049,95 0,00 3 292 001 049,95 – 3 779 242,68 0,00 3 288 221 807,27 3 294 688 038,59 – 6 466 231,32 

MS 
Expenditure (3 ) Assigned revenue (3 ) 

Sugar Fund 
Article 32 (= e) 

Total (= h) Expenditure (4 ) Assigned revenue (4 ) 

05 07 01 06 6701 05 02 16 02 6803 6702 

i j k l m n = i + j + k + l + m 

BE EUR 211 153,17 0,00 0,00 0,00 – 464 520,05 – 253 366,88 

BG EUR – 6 044,39 – 215 093,66 0,00 0,00 0,00 – 221 138,05 

CZ EUR – 9 051,49 0,00 0,00 0,00 0,00 – 9 051,49 

DK DKK 0,00 0,00 0,00 0,00 – 805 769,98 – 805 769,98 

DK EUR 298 051,36 0,00 0,00 0,00 0,00 298 051,36 

DE EUR 519 407,44 0,00 0,00 0,00 – 461 916,14 57 491,30 

EE EUR 0,00 0,00 0,00 0,00 0,00 0,00 

IE EUR 1 988 434,35 – 1 219 111,39 0,00 0,00 – 169 220,35 600 102,61
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i j k l m n = i + j + k + l + m 

EL EUR – 3 313 301,75 – 1 750,53 0,00 0,00 – 394 282,85 – 3 709 335,13 

ES EUR – 3 782 850,58 – 38 659,13 0,00 0,00 – 3 785 162,40 – 7 606 672,11 

FR EUR 683 609,97 0,00 0,00 0,00 – 5 990 134,76 – 5 306 524,79 

IT EUR 34 955,38 0,00 0,00 0,00 – 2 430 132,07 – 2 395 176,69 

CY EUR 0,00 0,00 0,00 0,00 0,00 0,00 

LV EUR – 41 844,99 – 1 844,80 0,00 0,00 0,00 – 43 689,79 

LT LTL 0,00 0,00 0,00 0,00 – 18,50 – 18,50 

LT EUR 8 166,93 0,00 0,00 0,00 0,00 8 166,93 

LU EUR 193 040,45 0,00 0,00 0,00 – 4 560,61 188 479,84 

HU EUR 319 850,17 0,00 0,00 0,00 0,00 319 850,17 

MT EUR 0,00 – 840,00 0,00 0,00 0,00 – 840,00 

NL EUR 613 690,32 0,00 0,00 0,00 – 677 834,96 – 64 144,64 

AT EUR 112 463,90 0,00 0,00 0,00 – 169 195,85 – 56 731,95 

PL EUR – 42 965,36 – 2 261,64 0,00 0,00 0,00 – 45 227,00 

PT EUR 730 102,89 0,00 0,00 0,00 – 8 047 049,82 – 7 316 946,93 

RO EUR 0,00 0,00 0,00 0,00 0,00 0,00 

SI EUR – 71 350,87 0,00 0,00 0,00 0,00 – 71 350,87 

SK EUR 69 071,36 – 42,11 0,00 0,00 0,00 69 029,25 

FI EUR – 11 976,93 0,00 0,00 0,00 – 10 920,77 – 22 897,70 

SE SEK 0,00 0,00 0,00 0,00 – 107 975,40 – 107 975,40 

SE EUR – 151 909,77 0,00 0,00 0,00 0,00 – 151 909,77 

UK GBP 0,00 0,00 0,00 0,00 – 86 696,06 – 86 696,06 

UK EUR – 6 175 353,20 – 290 878,12 0,00 0,00 0,00 – 6 466 231,32 

(1 ) The reductions and suspensions are those taken into account in the payment system, to which are added in particular the corrections for the non-respect of payment deadlines established in August, September and October 2009. 
(2 ) For the calculation of the amount to be recovered from or paid to the Member State the amount taken into account is the total of the annual declaration for the expenditure cleared (column a) or the total of the monthly declarations for 

the expenditure disjoined (column b). 
Applicable exchange rate: Article 7(2) of the Regulation (EC) No 883/2006. 

(3 ) If the assigned revenue part would be in advantage of Member State, it has to be declared under 05 07 01 06. 
(4 ) If the assigned revenue part of the Sugar Fund would be in the advantage of the Member State, it has to be declared under 05 02 16 02. 
NB: Nomenclature 2010: 05 07 01 06, 05 02 16 02, 6701, 6702, 6803.
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ANNEX II 

CLEARANCE OF THE PAYING AGENCIES’ ACCOUNTS 

FINANCIAL YEAR 2009 — EAGF 

List of the paying agencies for which the accounts are disjoined and are subject of a later clearance decision 

Member State Paying agency 

Germany Baden-Württemberg 

Hessen 

IBH 

Helaba 

Italy AGEA 

ARBEA 

Romania PIAA
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COMMISSION DECISION 

of 4 May 2010 

authorising the French Republic to conclude an agreement with the Principality of Monaco for 
transfers of funds between the French Republic and the Principality of Monaco to be treated as 
transfers of funds within the French Republic, pursuant to Regulation (EC) No 1781/2006 of the 

European Parliament and of the Council 

(notified under document C(2010) 2634) 

(Only the French text is authentic) 

(2010/259/EU) 

THE EUROPEAN COMMISSION, 

Having regard to the Treaty on the Functioning of the European 
Union, 

Having regard to Regulation (EC) No 1781/2006 of the 
European Parliament and of the Council of 15 November 
2006 on information on the payer accompanying transfers of 
funds ( 1 ), and in particular Article 17 thereof, 

Having regard to the application from the French Republic, 

Whereas: 

(1) On 28 November 2007, the French Republic requested a 
derogation pursuant to Article 17 of Regulation (EC) No 
1781/2006 for the transfers of funds between the Prin­
cipality of Monaco and the French Republic. 

(2) In accordance with Article 17(2) of Regulation (EC) No 
1781/2006, transfers of funds between the Principality of 
Monaco and the French Republic have been provisionally 
treated as transfers of funds within the French Republic 
from 4 December 2007. 

(3) Member States were informed at the meeting of the 
Committee on the Prevention of Money Laundering 
and Terrorist Financing of 17 December 2009 that the 
Commission considered that it had received the 
information necessary for appraising the request made 
by the French Republic. 

(4) The Principality of Monaco does not form part of the 
territory of the Community as determined in accordance 
with Article 52 of the Treaty on European Union and 
Article 355 of the Treaty on the Functioning of the 
European Union but it concluded a Monetary 
Agreement with the European Community represented 
by the French Republic. On the basis of the Agreement 
of 26 December 2001, the Principality of Monaco is 
entitled to use the euro as its official currency and to 
grant legal tender status to banknotes and coins in euro. 
The Principality of Monaco therefore complies with the 
criterion set out in Article 17(1)(a) of Regulation (EC) 
No 1781/2006. 

(5) Payment services providers in the Principality of Monaco 
participate directly in payment and settlement systems in 
the French Republic, be it CORE, Target2-Banque de 
France or ESES France (the Euro Settlement for 
Euronext-zone Securities). They therefore comply with 
the criterion set out in Article 17(1)(b) of Regulation 
(EC) No 1781/2006. 

(6) The Principality of Monaco has incorporated into its legal 
order provisions corresponding to those of Regulation 
(EC) No 1781/2006 in particular through Sovereign 
Order No 1630 of 30 April 2008 amending Sovereign 
Order No 631 of 10 August 2006 on the participation 
of financial institutions to the fight against money laun­
dering and terrorist financing. 

(7) The Sovereign Orders No 1674 and No 1675 of 10 June 
2008 concerning the freezing of assets notably in the 
fight against terrorism financing ensure that appropriate 
measures are in place in the Principality of Monaco to 
impose financial penalties vis-à-vis entities or persons 
listed by the United Nations or the European Union.
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(8) Act No 1362 of 3 August 2009 relating to the fight 
against money laundering, financing of terrorism and 
corruption (Loi n o 1362 du 3 août 2009 relative à la 
lutte contre le blanchiment de capitaux, le financement du 
terrorisme et la corruption) repealed and replaced Act 
No 1162 of 7 July 1993 relating to the participation 
of financial undertakings in countering money laundering 
and terrorism financing. This new Act together with 
Sovereign Order No 2318 of 3 August 2009 addresses 
the shortcomings identified in the 2008 Third Round 
Mutual Evaluation Report of the Committee of Experts 
on the Evaluation of Anti-Money Laundering Measures 
and the Financing of Terrorism — MONEYVAL 
concerning the Principality of Monaco; it ensures that 
the Principality of Monaco has in place an anti-money 
laundering regime equivalent to that in application on 
the French territory as regards transfers of funds. 

(9) Therefore, the Principality of Monaco has adopted the 
same rules as those established pursuant to Regulation 
(EC) No 1781/2006 and requires their respective 
payment services providers to apply them, thus fulfilling 
the criterion set out in Article 17(1)(c) of that Regulation. 

(10) It is therefore appropriate to grant to the French Republic 
the requested derogation. 

(11) The measures provided for in this Decision are in 
accordance with the opinion of the Committee on the 
Prevention of Money Laundering and Terrorist Financing, 

HAS ADOPTED THIS DECISION: 

Article 1 

The French Republic shall be authorised to conclude an 
agreement with the Principality of Monaco, to the effect that 
the transfers of funds between the Principality of Monaco and 
the French Republic are treated as transfers of funds within the 
French Republic for the purposes of Regulation (EC) 
No 1781/2006. 

Article 2 

This Decision is addressed to the French Republic. 

Done at Brussels, 4 May 2010. 

For the Commission 

Michel BARNIER 
Member of the Commission
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COMMISSION DECISION 

of 4 May 2010 

on the Security Plan for the operation of the Visa Information System 

(2010/260/EU) 

THE EUROPEAN COMMISSION, 

Having regard to the Treaty on the Functioning of the European 
Union, 

Having regard to Regulation (EC) No 767/2008 of the European 
Parliament and of the Council of 9 July 2008 concerning the 
Visa Information System (VIS) and the exchange of data 
between Member States on short-stay visas (VIS Regulation) ( 1 ), 
and in particular Article 32 thereof, 

Whereas: 

(1) Article 32(3) of Regulation (EC) No 767/2008 provides 
that the Management Authority shall take the necessary 
measures in order to achieve the objectives in the field of 
security prescribed in Article 32(2) as regards the 
operation of the VIS, including the adoption of the 
security plan. 

(2) Article 26(4) of Regulation (EC) No 767/2008 provides 
that during a transitional period before the Management 
Authority takes up its responsibilities, the Commission 
shall be responsible for the operational management of 
the VIS. 

(3) Regulation (EC) No 45/2001 of the European Parliament 
and of the Council ( 2 ) applies to the processing of 
personal data by the Commission when carrying out its 
responsibilities in the operational management of VIS. 

(4) Article 26(7) of Regulation (EC) No 767/2008 provides 
that where the Commission delegates its responsibilities 
during the transitional period before the Management 
Authority takes up its responsibilities, it shall ensure 
that this delegation does not adversely affect any 
effective control mechanism under Union law, whether 
of the Court of Justice, the Court of Auditors or the 
European Data Protection Supervisor. 

(5) The Management Authority should set out its own 
security plan in relation to the VIS once it will have 
taken up its responsibilities. 

(6) Commission Decision 2008/602/EC of 17 June 2008 
laying down the physical architecture and requirements 

of the national interfaces and of the communication 
infrastructure between the central VIS and the national 
interfaces for the development phase ( 3 ) has described the 
required security services applicable for the network for 
VIS. 

(7) Article 27 of Regulation (EC) No 767/2008 provides that 
the principal central VIS, which performs technical super­
vision and administration functions, shall be located in 
Strasbourg (France) and a backup central VIS, capable of 
ensuring all functionalities of the principal central VIS in 
the event of failure of the system, shall be located in 
Sankt Johann im Pongau (Austria). 

(8) The roles of the security officers should be laid down in 
order to ensure efficient and prompt response to security 
incidents and reporting thereof. 

(9) A Security Policy should be set up describing all technical 
and organisational details in line with the provisions of 
this Decision. 

(10) Measures should be defined to ensure the appropriate 
level of security of the operation of VIS, 

HAS ADOPTED THIS DECISION: 

CHAPTER I 

GENERAL PROVISIONS 

Article 1 

Subject matter 

This Decision constitutes the security organisation and measures 
(security plan) within the meaning of Article 32(3) of 
Regulation (EC) No 767/2008. 

CHAPTER II 

ORGANISATION, RESPONSIBILITIES AND INCIDENT 
MANAGEMENT 

Article 2 

Tasks of the Commission 

1. The Commission shall implement and monitor the effect­
iveness of the security measures for central VIS and the 
communication infrastructure referred to in this Decision.
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2. The Commission shall designate a System Security Officer 
from among its officials. The System Security Officer shall be 
appointed by the Director-General of the Directorate-General 
for Justice, Freedom and Security of the Commission. The 
tasks of the System Security Officer shall include in particular: 

(a) the preparation, update and revision of the Security Policy 
as described in Article 7 of this Decision; 

(b) monitoring the effectiveness of the implementation of the 
security procedures of the central VIS and the communi­
cation infrastructure; 

(c) contributing to the preparation of reporting in relation to 
security as referred to in Article 50(3) and 50(4) of 
Regulation (EC) No 767/2008; 

(d) performing coordination and assistance tasks in the checks 
and audits performed by the European Data Protection 
Supervisor referred to in Article 42 of Regulation (EC) 
No 767/2008; 

(e) monitoring that this Decision and the Security Policy are 
applied properly and fully by any contractor including 
subcontractors being involved in any way in the 
management and operation of the VIS; 

(f) maintaining a list of single national contact points for VIS 
security and sharing it with the Local Security Officers for 
the central VIS and for the communication infrastructure. 

Article 3 

Local Security Officer for the central VIS 

1. Without prejudice to Article 8, the Commission shall 
designate a Local Security Officer for the central VIS from 
among its officials. Conflicts of interest between the duty of 
Local Security Officer and any other official duty shall be 
prevented. The Local Security Officer for the central VIS shall 
be appointed by the Director-General of the Directorate-General 
for Justice, Freedom and Security of the Commission. 

2. The Local Security Officer for the central VIS shall ensure 
that the security measures referred to in this Decision are imple­
mented and the security procedures are followed in the 
principal central VIS. As regards the backup central VIS, the 
Local Security Officer for the central VIS shall ensure that 
security measures referred to in this Decision, except those 
referred to at Article 10, are implemented and the security 
procedures relating thereto are followed. 

3. The Local Security Officer for central VIS may assign any 
of his or her tasks to subordinate personnel. Conflicts of interest 

between the duty to execute these tasks and any other official 
duty shall be prevented. A single contact phone number and 
address shall allow reaching the Local Security Officer or his or 
her on-duty subordinate at any time. 

4. The Local Security Officer for the central VIS shall 
perform the tasks resulting from security measures to be 
taken at the principal and backup central VIS sites, within the 
limits of paragraph 1, including in particular: 

(a) local operational security tasks including firewall audit, 
regular security testing, auditing and reporting; 

(b) monitoring the effectiveness of the business continuity plan 
and ensuring that regular exercises are conducted; 

(c) securing evidence on, and reporting to the System Security 
Officer, any incident that may have an impact on the 
security of the central VIS or the communication 
infrastructure; 

(d) informing the System Security Officer if the Security Policy 
needs to be amended; 

(e) monitoring that this Decision and the Security Policy are 
applied by any contractor including subcontractors being 
involved in any way in the management and operation of 
the central VIS; 

(f) ensuring that the staff are made aware of their obligations 
and monitoring the application of the Security Policy; 

(g) monitoring IT security developments and ensuring that staff 
is trained accordingly; 

(h) preparing underlying information and options for the estab­
lishment, update and review of the Security Policy in 
accordance with Article 7. 

Article 4 

Local Security Officer for the communication 
infrastructure 

1. Without prejudice to Article 8, the Commission shall 
designate a Local Security Officer for the communication infra­
structure from among its officials. Conflicts of interest between 
the duty of Local Security Officer and any other official duty 
shall be prevented. The Local Security Officer for the Communi­
cation Infrastructure shall be appointed by the Director-General 
of the Directorate-General for Justice, Freedom and Security of 
the Commission.
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2. The Local Security Officer for the communication infra­
structure shall monitor the functioning of the communication 
infrastructure and ensure that the security measures are 
implemented and the security procedures are followed. 

3. The Local Security Officer for the communication infra­
structure may assign any of his or her tasks to subordinate 
personnel. Conflicts of interest between the duty to execute 
these tasks and any other official duty shall be prevented. A 
single contact phone number and address shall allow reaching 
the Local Security Officer or his or her on-duty subordinate at 
any time. 

4. The Local Security Officer for the communication infra­
structure shall perform the tasks resulting from security 
measures relating to the communication infrastructure, 
including in particular: 

(a) all operational security tasks relating to the communication 
infrastructure such as, firewall audit, regular security testing, 
auditing, reporting; 

(b) monitoring the effectiveness of the business continuity plan 
and ensuring that regular exercises are conducted; 

(c) securing evidence on, and reporting to the System Security 
Officer, any incident that may have an impact on the 
security of the communication infrastructure or the 
central VIS or on the national systems; 

(d) informing the System Security Officer if the Security Policy 
needs to be amended; 

(e) monitoring that this Decision and the Security Policy is 
applied by any contractor including subcontractors being 
involved in any way in the management of the communi­
cation infrastructure; 

(f) ensuring that the staff are made aware of their obligations 
and monitoring the application the Security Policy; 

(g) monitoring IT security developments and ensuring that staff 
is trained accordingly; 

(h) preparing underlying information and options for the estab­
lishment, update and review of the Security Policy in 
accordance with Article 7. 

Article 5 

Security incidents 

1. Any event that has or may have an impact on the security 
of the operation of VIS and may cause damage or loss to the 
VIS shall be considered as a security incident, especially where 
access to data may have occurred or where the availability, 
integrity and confidentiality of data has or may have been 
compromised. 

2. The Security Policy shall establish procedures to recover 
from an incident. Security incidents shall be managed to ensure 
a quick, effective and proper response in compliance with the 
Security Policy. 

3. Information regarding a security incident that has or may 
have an impact on the operation of VIS in a Member State or 
on the availability, integrity and confidentiality of the VIS data 
entered by a Member State, shall be provided to the Member 
State concerned. Security incidents shall be notified to the Data 
Protection Officer of the Commission. 

Article 6 

Incident management 

1. All staff and contractors involved in developing, managing 
or operating VIS shall be required to note and report any 
observed or suspected security weaknesses in the operation of 
VIS to the System Security Officer or the Local Security Officer 
for the central VIS or the Local Security Officer for the 
communication infrastructure, as appropriate. 

2. In case of detection of any incident that has or may have 
an impact on the security of the operation of VIS, the Local 
Security Officer for the central VIS or the Local Security Officer 
for the communication infrastructure shall inform as quickly as 
possible the System Security Officer and, where appropriate, the 
single national contact point for VIS security, if such a contact 
point exists in the Member State in question, in writing or, in 
case of extreme urgency, via other communication channels. 
The report shall contain the description of the security 
incident, the level of risk, the possible consequences and the 
measures that have been or should be taken to mitigate the risk. 

3. Any evidence in relation to the security incident shall be 
secured immediately by the Local Security Officer for the central 
VIS or the Local Security Officer for the communication infra­
structure, as appropriate. To the extent possible under 
applicable data protection provisions, such evidence shall be 
made available to the System Security Officer upon request of 
the latter. 

4. Feedback processes shall be implemented to ensure that 
information about the results is communicated, once the 
incident has been dealt with and terminated.
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CHAPTER III 

SECURITY MEASURES 

Article 7 

Security Policy 

1. The Director-General of the Directorate-General for 
Justice, Freedom and Security shall establish, update and 
regularly review a binding Security Policy in accordance with 
this Decision. The Security Policy shall provide for the detailed 
procedures and measures to protect against threats to the avail­
ability, integrity and confidentiality of the VIS, including 
emergency planning, in order to ensure the appropriate level 
of security as prescribed by this Decision. The Security Policy 
shall comply with this Decision. 

2. The Security Policy shall be based on a risk assessment. 
The measures described by the Security Policy shall be propor­
tionate to the risks identified. 

3. The risk assessment and the Security Policy shall be 
updated if technological changes, identification of new threats 
or any other circumstances make it necessary. The Security 
Policy shall be reviewed in any event on an annual basis to 
ensure that it is still appropriately responding to the latest risk 
assessment or any other newly identified technological change, 
threat or other relevant circumstance. 

4. The Security Policy shall be prepared by the System 
Security Officer, in coordination with the Local Security 
Officer for the VIS and the Local Security Officer for the 
communication infrastructure. 

Article 8 

Implementation of the security measures 

1. The implementation of tasks and requirements laid down 
in this Decision and in the Security Policy, including the task of 
designating a Local Security Officer, may be contracted out or 
entrusted to private or public bodies. 

2. In this case the Commission shall ensure through legally 
binding agreement that the requirements laid down in this 
Decision and in the Security Policy, are fully complied with. 
In case of delegation or contracting out of the task of desig­
nating a Local Security Officer, the Commission shall ensure 
through legally binding agreement that it will be consulted on 
the person to be designated as Local Security Officer. 

Article 9 

Facilities access control 

1. Security perimeters with appropriate barriers and entry 
controls shall be used to protect areas that contain data 
processing facilities. 

2. Within the security perimeters, secure areas shall be 
defined to protect the physical components (assets), including 
hardware, data media and consoles, plans and other documents 
on the VIS as well as offices and other work places of staff 
involved in operating the VIS. These secure areas shall be 
protected by appropriate entry controls to ensure that only 
authorised personnel are allowed access. Work in secure areas 
shall be subject to the detailed security rules set out in the 
Security Policy. 

3. Physical security for offices, rooms and facilities shall be 
foreseen and installed. Access points such as delivery and 
loading areas and other points where unauthorised persons 
may enter the premises shall be controlled and, if possible, 
isolated from data processing facilities to avoid unauthorised 
access. 

4. A physical protection of the security perimeters against 
damage from natural or man-made disaster shall be designed 
and applied proportionally to the risk. 

5. Equipment shall be protected from physical and environ­
mental threats and from opportunities for unauthorised access. 

6. If such information is available to the Commission, it shall 
add to the list referred to in Article 2(2)(f) a single point of 
contact for monitoring the implementation of the provisions of 
this Article at the premises where the backup central VIS is 
located. 

Article 10 

Data media and asset control 

1. Removable media containing data shall be protected 
against unauthorised access, misuse or corruption and its 
readability shall be ensured during the whole lifetime of the 
data. 

2. Media shall be disposed securely and safely when no 
longer required, in accordance with the detailed procedures to 
be set out in the Security Policy. 

3. Inventories shall ensure that information on the storage 
location, the applicable retention period and access authori­
sations are available. 

4. All important assets of the central VIS and the communi­
cation infrastructure shall be identified, so that they can be 
protected in accordance with their importance. An up-to-date 
register of relevant IT equipment shall be kept. 

5. An up-to-date documentation of the central VIS and the 
communication infrastructure shall be available. Such documen­
tation must be protected against unauthorised access.
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Article 11 

Storage control 

1. Appropriate measures shall be taken to ensure proper 
storage of information and the prevention of unauthorised 
access thereto. 

2. All items of equipment containing storage media shall be 
checked to ensure that sensitive data have been removed or 
fully overwritten prior to disposal, or shall be securely 
destroyed. 

Article 12 

Password control 

1. All passwords shall be kept safely and treated confi­
dentially. In case of suspicion that a password has been 
disclosed, the password has to be changed immediately or the 
user account has to be disabled. Unique and individual user 
identities shall be used. 

2. Procedures shall be defined in the Security Policy for 
logging in and out to prevent any unauthorised access. 

Article 13 

Access control 

1. The Security Policy shall establish a formal staff regis­
tration and de-registration procedure in place for granting and 
revoking access to VIS hardware and software at the central VIS 
for the purposes of the operational management. The allocation 
and use of adequate access credentials (passwords or other 
appropriate means) shall be controlled through a formal 
management process as laid down in the Security Policy. 

2. Access to VIS hardware and software at the central VIS 
shall: 

(i) be restricted to authorised persons; 

(ii) be limited to cases where a legitimate purpose in 
accordance with Articles 42 and 50(2) of Regulation 
(EC) No 767/2008 can be identified; 

(iii) not exceed the duration and scope necessary for the 
purpose of the access; and 

(iv) take place only in accordance with an access control policy 
to be defined in the Security Policy. 

3. Only the consoles and software authorised by the Local 
Security Officer for central VIS shall be used at the central VIS. 
The use of system utilities that might be capable of overriding 

system and application controls shall be restricted and 
controlled. There shall be procedures in place to control the 
installation of software. 

Article 14 

Communication control 

The communication infrastructure shall be monitored in order 
to provide availability, integrity and confidentiality for the 
information exchanges. Cryptographic means shall be used to 
protect the data transmitted in the communication 
infrastructure. 

Article 15 

Control of data recording 

Accounts for persons authorised to access VIS software from 
the central VIS shall be monitored by the Local Security Officer 
for the central VIS. Use of those accounts, including time and 
user identity shall be registered. 

Article 16 

Transport control 

1. Appropriate measures shall be defined in the Security 
Policy to prevent unauthorised reading, copying, modification 
or deletion of personal data during the transmission to or from 
the VIS or during the transport of data media. Provisions shall 
be laid down in the Security Policy with regard to the 
admissible types of dispatch or transport as well as in respect 
of accountability procedures for the transport of items and their 
arrival at the place of destination. The data medium shall not 
contain any data other than the data which is to be sent. 

2. Services delivered by third parties involving accessing, 
processing, communicating or managing data processing 
facilities or adding products or services to data processing 
facilities shall have appropriate integrated security controls. 

Article 17 

Security of the communication infrastructure 

1. The communication infrastructure shall be adequately 
managed and controlled in order to protect it from threats 
and to ensure the security of the communication infrastructure 
itself and of central VIS, including data exchanged through it. 

2. Security features, service levels and management 
requirements of all network services shall be identified in the 
network service agreement with the service provider. 

3. Besides protecting the VIS access points, any additional 
service being used by the communication infrastructure shall 
also be protected. Appropriate measures shall be defined in 
the Security Policy.
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Article 18 

Monitoring 

1. Logs recording the information referred to in Article 34(1) 
of Regulation (EC) No 767/2008 relating to every access to and 
all data processing operations within the central VIS shall be 
kept securely stored on, and accessible from the premises where 
the principal and backup central VIS sites are located for the 
period referred to in Article 34(2) of Regulation (EC) No 
767/2008. 

2. Procedures for monitoring use or faults in information 
processing facilities shall be set out in the Security Policy and 
the results of the monitoring activities reviewed regularly. If 
necessary, appropriate action shall be taken. 

3. Logging facilities and logs shall be protected against 
tampering and unauthorised access in order to meet the 
requirements of collecting and retain for the evidence 
retention period. 

Article 19 

Cryptographic measures 

Cryptographic measures shall be used where appropriate for the 
protection of information. Their use, along with the purposes 
and conditions, must be approved by the System Security 
Officer in advance. 

CHAPTER IV 

HUMAN RESOURCES SECURITY 

Article 20 

Personnel profiles 

1. The Security Policy shall define the functions and respon­
sibilities of persons who are authorised to access the VIS, 
including the communication infrastructure. 

2. The security roles and responsibilities of Commission staff, 
contractors and staff involved in operational management shall 
be defined, documented and communicated to the persons 
concerned. The job description and the objectives shall state 

these roles and responsibilities for Commission staff; contracts 
or service level agreements shall state them for contractors. 

3. Confidentiality and secrecy agreements shall be concluded 
with all persons to whom no European Union or Member State 
public service rules apply. Staff required to work with VIS data 
shall have the necessary clearance or certification in accordance 
with the detailed procedures to be set out in the Security Policy. 

Article 21 

Information of personnel 

1. All staff and, where relevant, contractors shall receive 
appropriate training in security awareness, legal requirements, 
policies and procedures, to the extent required by their duties. 

2. At the termination of the employment or contract, 
responsibilities related to job change or employment ter­
mination shall be defined for staff and contractors in the 
Security Policy, and procedures shall be set out in the 
Security Policy to manage the return of assets and the 
removal of access rights. 

CHAPTER V 

FINAL PROVISION 

Article 22 

Applicability 

1. This Decision shall become applicable as of the date 
determined by the Commission in accordance with 
Article 48(1) of Regulation (EC) No 767/2008. 

2. This Decision shall expire when the Management 
Authority takes up its responsibilities. 

Done at Brussels, 4 May 2010. 

For the Commission 
The President 

José Manuel BARROSO
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COMMISSION DECISION 

of 4 May 2010 

on the Security Plan for Central SIS II and the Communication Infrastructure 

(2010/261/EU) 

THE EUROPEAN COMMISSION, 

Having regard to the Treaty on the Functioning of the European 
Union, 

Having regard to Regulation (EC) No 1987/2006 of the 
European Parliament and of the Council of 20 December 
2006 on the establishment, operation and use of the second 
generation Schengen Information System (SIS II) ( 1 ) and in 
particular Article 16 thereof, 

Having regard to Council Decision 2007/533/JHA of 12 June 
2007 on the establishment, operation and use of the second 
generation Schengen Information System (SIS II) ( 2 ) and in 
particular Article 16 thereof, 

Whereas: 

(1) Article 16 of Regulation (EC) No 1987/2006 and 
Article 16 of Decision 2007/533/JHA provide that the 
Management Authority, in relation to Central SIS II, and 
the Commission, in relation to the Communication Infra­
structure, should adopt the necessary measures, including 
a security plan. 

(2) Article 15(4) of Regulation (EC) No 1987/2006 and 
Article 15(4) of Decision 2007/533/JHA provide that 
during a transitional period before the Management 
Authority takes up its responsibilities, the Commission 
should be responsible for the operational management of 
Central SIS II. 

(3) As the Management Authority has not yet been estab­
lished, the security plan to be adopted by the 
Commission should be applicable also to Central SIS II 
for a transitional period. 

(4) Regulation (EC) No 45/2001 of the European Parliament 
and of the Council ( 3 ) applies to the processing of 

personal data by the Commission when carrying out its 
responsibilities in the operational management of SIS II. 

(5) Article 15(7) of Regulation (EC) No 1987/2006 and 
Article 15(7) of Decision 2007/533/JHA provide that 
where the Commission delegates its responsibilities 
during the transitional period before the Management 
Authority takes up its responsibilities, it shall ensure 
that this delegation does not adversely affect any 
effective control mechanism under Union law, whether 
of the Court of Justice, the Court of Auditors or the 
European Data Protection Supervisor. 

(6) The Management Authority should adopt its own 
security plan in relation to Central SIS II once it will 
have taken up its responsibilities. This security plan 
should therefore expire, to the extent it relates to the 
Central SIS II, when the Management Authority takes 
up its responsibilities. 

(7) Article 4(3) of Regulation (EC) No 1987/2006 and 
Article 4(3) of Decision 2007/533/JHA provide that 
CS-SIS, which performs technical supervision and admin­
istration functions, shall be located in Strasbourg (France) 
and a backup CS-SIS, capable of ensuring all func­
tionalities of the principal CS-SIS in the event of failure 
of this system, shall be located in Sankt Johann im 
Pongau (Austria). 

(8) The security plan should foresee one System Security 
Officer performing security-related tasks concerning 
both Central SIS II and the Communication Infrastructure 
and two Local Security Officers performing security- 
related tasks concerning the Central SIS II and the 
Communication Infrastructure, respectively. The roles of 
the security officers should be laid down in order to 
ensure efficient and prompt response to security 
incidents and reporting thereof. 

(9) A Security Policy should be set up describing all technical 
and organisational details in line with the provisions of 
this Decision. 

(10) Measures should be defined to ensure the appropriate 
level of security of the operation of Central SIS II and 
the Communication Infrastructure,
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HAS ADOPTED THIS DECISION: 

CHAPTER I 

GENERAL PROVISIONS 

Article 1 

Subject matter 

1. This Decision establishes the security organisation and 
measures (security plan) for the protection of the Central SIS 
II and the data processed therein against threats to their avail­
ability, integrity and confidentiality within the meaning of 
Article 16(1) of Regulation (EC) No 1987/2006 and of 
Article 16(1) of Decision 2007/533/JHA on the establishment, 
operation and use of the second generation Schengen 
Information System (SIS II) during a transitional period, until 
the Management Authority takes up its responsibilities. 

2. This Decision establishes the security organisation and 
measures (security plan) for the protection of the Communi­
cation Infrastructure against threats to their availability, integrity 
and confidentiality within the meaning of Article 16 of Regu­
lation (EC) No 1987/2006 and of Article 16 of Decision 
2007/533/JHA on the establishment, operation and use of the 
second generation Schengen Information System (SIS II). 

CHAPTER II 

ORGANISATION, RESPONSIBILITIES AND INCIDENT 
MANAGEMENT 

Article 2 

Tasks of the Commission 

1. The Commission shall implement and monitor the effect- 
iveness of the security measures for Central SIS II referred to in 
this Decision. 

2. The Commission shall implement and monitor the effect­
iveness of the security measures for the Communication 
Infrastructure referred to in this Decision. 

3. The Commission shall designate a System Security Officer 
from among its officials. The System Security Officer shall be 
appointed by the Director General of the Directorate-General 
for Justice, Freedom and Security of the Commission. The 
tasks of the System Security Officer shall include in particular: 

(a) preparation of the Security Policy as described in Article 7 
of this Decision; 

(b) monitoring the effectiveness of the implementation of the 
security procedures of Central SIS II; 

(c) monitoring the effectiveness of the implementation of the 
security procedures of the Communication Infrastructure; 

(d) contributing to the preparation of reporting in relation to 
security as referred to in Article 50 of Regulation (EC) No 
1987/2006 and in Article 66 of Decision 2007/533/JHA; 

(e) performing coordination and assistance tasks in the checks 
and audits performed by the European Data Protection 
Supervisor referred to in Article 45 of Regulation (EC) No 
1987/2006 and in Article 61 of Decision 2007/533/JHA, as 
well as notification of incidents within the meaning of 
Article 5(2) to the Data Protection Officer of the 
Commission; 

(f) monitoring that this Decision and the Security Policy are 
applied properly and fully by any contractor including 
subcontractors being involved in any way in the 
management of Central SIS II; 

(g) monitoring that this Decision and the Security Policy are 
applied properly and fully by any contractor including 
subcontractors being involved in any way in the 
management of the Communication Infrastructure; 

(h) maintaining a list of single national contact points for SIS II 
security and sharing it with the Local Security Officer for 
the Communication Infrastructure; 

(i) sharing the list referred to in (h) with the Local Security 
Officer for Central SIS II. 

Article 3 

Local Security Officer for Central SIS II 

1. Without prejudice to Article 8, the Commission shall 
designate a Local Security Officer for Central SIS II from 
among its officials. Conflicts of interest between the duty of 
Local Security Officer and any other official duty shall be 
prevented. The Local Security Officer for Central SIS II shall 
be appointed by the Director General of the Directorate- 
General for Justice, Freedom and Security of the Commission. 

2. The Local Security Officer for Central SIS II shall ensure 
that the security measures referred to in this Decision are imple­
mented and the security procedures are followed in the 
principal CS-SIS. As regards the backup CS-SIS, the Local 
Security Officer for Central SIS II shall further ensure that 
security measures referred to in this Decision, except those 
referred to in Article 9, are implemented and the security 
procedures relating thereto are followed.
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3. The Local Security Officer for Central SIS II may assign 
any of his or her tasks to subordinate personnel. Conflicts of 
interest between the duty to execute these tasks and any other 
official duty shall be prevented. A single contact phone number 
and address shall allow reaching the Local Security Officer or 
his or her on-duty subordinate at any time. 

4. The Local Security Officer for Central SIS II shall perform 
the tasks resulting from security measures to be taken at the 
premises where the principal CS-SIS and the backup CS-SIS are 
located, within the limits of paragraph 1, including in particular: 

(a) local operational security tasks including firewall audit, 
regular security testing, auditing and reporting; 

(b) monitoring the effectiveness of the business continuity plan 
and ensuring that regular exercises are conducted; 

(c) securing evidence on, and reporting to the System Security 
Officer, any incident in Central SIS II that may have an 
impact on the security of the Central SIS II or the 
Communication Infrastructure; 

(d) informing the System Security Officer if the Security Policy 
needs to be amended; 

(e) monitoring that this Decision and the Security Policy are 
applied by any contractor including subcontractors being 
involved in any way in the operational management of 
Central SIS II; 

(f) ensuring that the staff is made aware of their obligations 
and monitoring the application of the Security Policy; 

(g) monitoring IT security developments and ensuring that staff 
is trained accordingly; 

(h) preparing underlying information and options for the estab­
lishment, update and review of the Security Policy in 
accordance with Article 7. 

Article 4 

Local Security Officer for the Communication 
Infrastructure 

1. Without prejudice to Article 8, the Commission shall 
designate a Local Security Officer for the Communication Infra­
structure from among its officials. Conflicts of interest between 
the duty of Local Security Officer and any other official duty 
shall be prevented. The Local Security Officer for the Communi­
cation Infrastructure shall be appointed by the Director General 

of the Directorate-General for Justice, Freedom and Security of 
the Commission. 

2. The Local Security Officer for the Communication Infra­
structure shall monitor the functioning of the Communication 
Infrastructure and ensure that the security measures are imple­
mented and the security procedures are followed. 

3. The Local Security Officer for the Communication Infra­
structure may assign any of his or her tasks to subordinate 
personnel. Conflicts of interest between the duty to execute 
these tasks and any other official duty shall be prevented. A 
single contact phone number and address shall allow reaching 
the Local Security Officer or his or her on-duty subordinate at 
any time. 

4. The Local Security Officer for the Communication Infra­
structure shall perform the tasks resulting from security 
measures to be taken at the Communication Infrastructure, 
including in particular: 

(a) all operational security tasks relating to the Communication 
Infrastructure, including firewall audit, regular security 
testing, auditing and reporting; 

(b) monitoring the effectiveness of the business continuity plan 
and ensuring that regular exercises are conducted; 

(c) securing evidence on, and reporting to the System Security 
Officer, any incident occurred in the Communication Infra­
structure that may have an impact on the security of the 
Central SIS II or the Communication Infrastructure; 

(d) informing the System Security Officer if the Security Policy 
needs to be amended; 

(e) monitoring that this Decision and the Security Policy is 
applied by any contractor including subcontractors being 
involved in any way in the management of the Communi­
cation Infrastructure; 

(f) ensuring that the staff is made aware of their obligations 
and monitoring the application the Security Policy; 

(g) monitoring IT security developments and ensuring that staff 
is trained accordingly; 

(h) preparing underlying information and options for the estab­
lishment, update and review of the Security Policy in 
accordance with Article 7.
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Article 5 

Security incidents 

1. Any event that has or may have an impact on the security 
of SIS II and may cause damage or loss to SIS II shall be 
considered as a security incident, especially where access to 
data may have occurred or where the availability, integrity 
and confidentiality of data has or may have been compromised. 

2. Security incidents shall be managed to ensure a quick, 
effective and proper response in compliance with the Security 
Policy. Procedures shall be established to recover from an 
incident. 

3. Information regarding a security incident that has or may 
have an impact on the operation of SIS II in a Member State or 
on the availability, integrity and confidentiality of the data 
entered or sent by a Member State, shall be provided to the 
Member State concerned. Security incidents shall be notified to 
the Data Protection Officer of the Commission. 

Article 6 

Incident management 

1. All staff and contractors involved in developing, managing 
or operating SIS II shall be required to note and report any 
observed or suspected security weaknesses in the Communi­
cation Infrastructure to the System Security Officer or the 
Local Security Officer for the Communication Infrastructure. 

2. In case of detection of any incident that has or may have 
an impact on the security of SIS II, the Local Security Officer for 
the Communication Infrastructure shall inform as quickly as 
possible the System Security Officer and, where appropriate, 
the single national contact point for SIS II security, if such a 
contact point exists in the Member State in question, in writing 
or, in case of extreme urgency, via other communication 
channels. The report shall contain the description of the 
security incident, the level of risk, the possible consequences 
and the measures that have been or should be taken to 
mitigate the risk. 

3. Any evidence in relation to the security incident shall be 
secured immediately by the Local Security Officer for the 
Communication Infrastructure. To the extent possible under 
applicable data protection provisions, such evidence shall be 
made available to the System Security Officer upon request of 
the latter. 

4. Feedback processes shall be defined in the Security Policy 
to ensure that information about the type, handling and 

outcome of a security incident is communicated to the 
System Security Officer and to the Local Security Officer for 
the Communication Infrastructure, once the incident has been 
dealt with and is no longer in progress. 

5. Paragraphs (1) to (4) shall apply mutatis mutandis to 
incidents in Central SIS II. To that extent, any reference to 
the Local Security Officer for the Communication Infrastructure 
in paragraphs (1) to (4) shall be read as a reference to the Local 
Security Officer for Central SIS II. 

CHAPTER III 

SECURITY MEASURES 

Article 7 

Security Policy 

1. The Director-General of the Directorate General for 
Justice, Freedom and Security shall establish, update and 
regularly review a binding Security Policy in accordance with 
this Decision. The Security Policy shall provide for the detailed 
procedures and measures to protect against threats to the avail­
ability, integrity and confidentiality of the Communication 
Infrastructure, including emergency planning, in order to 
ensure the appropriate level of security as prescribed by this 
Decision. The Security Policy shall comply with this Decision. 

2. The Security Policy shall be based on a risk assessment. 
The measures described by the Security Policy shall be propor­
tionate to the risks identified. 

3. The risk assessment and the Security Policy shall be 
updated, if technological changes, identification of new threats 
or any other circumstances make it necessary. The Security 
Policy shall be reviewed in any event on an annual basis to 
ensure that it is still appropriately responding to the latest risk 
assessment or any other newly identified technological change, 
threat or other relevant circumstance. 

4. The Security Policy shall be prepared by the System 
Security Officer, in coordination with the Local Security 
Officer for Central SIS II and the Local Security Officer for 
the Communication Infrastructure. 

5. Paragraphs (1) to (4) shall apply mutatis mutandis to the 
Security Policy for Central SIS II. To that extent, any reference 
to the Local Security Officer for the Communication Infra­
structure in paragraphs (1) to (4) shall be read as a reference 
to the Local Security Officer for Central SIS II.
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Article 8 

Implementation of the security measures 

1. The implementation of tasks and requirements laid down 
in this Decision and in the Security Policy, including the task of 
designating a Local Security Officer, may be contracted out or 
entrusted to private or public bodies. 

2. In this case the Commission shall ensure through legally 
binding agreement that the requirements laid down in this 
Decision and in the Security Policy, are fully complied with. 
In case of delegation or contracting out of the task of desig­
nating a Local Security Officer, the Commission shall ensure 
through legally binding agreement that it will be consulted on 
the person to be designated as Local Security Officer. 

Article 9 

Facilities access control 

1. Security perimeters with appropriate barriers and entry 
controls shall be used to protect areas that contain data 
processing facilities. 

2. Within the security perimeters, secure areas shall be 
defined to protect the physical components (assets), including 
hardware, data media and consoles, plans and other documents 
on the SIS II as well as offices and other work places of staff 
involved in operating the SIS II. These secure areas shall be 
protected by appropriate entry controls to ensure that only 
authorised personnel are allowed access. Work in secure areas 
shall be subject to the detailed security rules set out in the 
Security Policy. 

3. Physical security for offices, rooms and facilities shall be 
foreseen and installed. Access points such as delivery and 
loading areas and other points where unauthorised persons 
may enter the premises shall be controlled and, if possible, 
isolated from data processing facilities to avoid unauthorised 
access. 

4. A physical protection of the security perimeters against 
damage from natural or man-made disaster shall be designed 
and applied proportionally to the risk. 

5. Equipment shall be protected from physical and environ­
mental threats and from opportunities for unauthorised access. 

6. If such information is available to the Commission, it shall 
add to the list referred to in Article 2(3)(h) a single point of 
contact for monitoring the implementation of the provisions of 
this Article at the premises where the backup CS-SIS is located. 

Article 10 

Data media and asset control 

1. Removable media containing data shall be protected 
against unauthorised access, misuse or corruption and its read­
ability shall be ensured during the whole lifetime of the data. 

2. Media shall be disposed securely and safely when no 
longer required, in accordance with the detailed procedures to 
be set out in the Security Policy. 

3. Inventories shall ensure that information on the storage 
location, the applicable retention period and access authori­
sations are available. 

4. All important assets of the Communication Infrastructure 
shall be identified, so that they can be protected in accordance 
with their importance. An up-to-date register of relevant IT 
equipment shall be kept. 

5. An up-to-date documentation of the Communication 
Infrastructure shall be available. Such documentation must be 
protected against unauthorised access. 

6. Paragraphs (1) to (5) shall apply mutatis mutandis to 
Central SIS II. To that extent, any reference to the Communi­
cation Infrastructure shall be read as a reference to Central SIS 
II. 

Article 11 

Storage control 

1. Appropriate measures shall be taken to ensure proper 
storage of data and the prevention of unauthorised access 
thereto. 

2. All items of equipment containing storage media shall be 
checked to ensure that sensitive data have been removed or 
fully overwritten prior to disposal, or shall be securely 
destroyed. 

Article 12 

Password control 

1. All passwords shall be kept safely and treated confi­
dentially. In case of suspicion that a password has been 
disclosed, the password has to be changed immediately or the 
relevant account has to be disabled. Unique and individual user 
identities shall be used. 

2. Procedures shall be defined in the Security Policy for 
logging in and out to prevent any unauthorised access.
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Article 13 

Access control 

1. The Security Policy shall establish a formal staff regis­
tration and de-registration procedure in place for granting and 
revoking access to SIS II hardware and software for the 
purposes of the operational management. The allocation and 
use of adequate access credentials (passwords or other appro­
priate means) shall be controlled through a formal management 
process as laid down in the Security Policy. 

2. Access to SIS II hardware and software at the CS-SIS shall: 

(i) be restricted to authorised persons; 

(ii) be limited to cases where a legitimate purpose in 
accordance with Article 45 of Regulation (EC) No 
1987/2006 and Article 61 of Decision 2007/533/JHA, or 
with Article 50(2) of Regulation (EC) No 1987/2006 and 
Article 66(2) of Decision 2007/533/JHA, can be identified; 

(iii) not exceed the duration and scope necessary for the 
purpose of the access; and 

(iv) take place only in accordance with an access control policy 
to be defined in the Security Policy. 

3. Only the consoles and software authorised by the Local 
Security Officer for Central SIS II shall be used at the CS-SIS. 
The use of system utilities that might be capable of overriding 
system and application controls shall be restricted and 
controlled. There shall be procedures in place to control the 
installation of software. 

Article 14 

Communication control 

The Communication Infrastructure shall be monitored in order 
to provide availability, integrity and confidentiality for the 
information exchanges. Cryptographic means shall be used to 
protect the data transmitted in the communication infra­
structure. 

Article 15 

Input control 

Accounts for persons authorised to access SIS II software from 
CS-SIS shall be monitored by the Local Security Officer for the 
Central SIS II. Use of those accounts, including time and user 
identity shall be registered. 

Article 16 

Transport control 

1. Appropriate measures shall be defined in the Security 
Policy to prevent unauthorised reading, copying, modification 
or deletion of personal data during the transmission to or from 
the SIS II or during the transport of data media. Provisions shall 
be laid down in the Security Policy with regard to the 
admissible types of dispatch or transport as well as in respect 
of accountability procedures for the transport of items and their 
arrival at the place of destination. The data medium shall not 
contain any data other than the data which is to be sent. 

2. Services delivered by third parties involving accessing, 
processing, communicating or managing data processing 
facilities or adding products or services to data processing 
facilities shall have appropriate integrated security controls. 

Article 17 

Security of the Communication Infrastructure 

1. The Communication Infrastructure shall be adequately 
managed and controlled in order to protect it from threats 
and to ensure the security of the Communication Infrastructure 
itself and of Central SIS II, including data exchanged through it. 

2. Security features, service levels and management 
requirements of all network services shall be identified in the 
network service agreement with the service provider. 

3. Besides protecting the SIS II access points, any additional 
service being used by the Communication Infrastructure shall 
also be protected. Appropriate measures shall be defined in the 
Security Policy. 

Article 18 

Monitoring 

1. Logs recording the information referred to in Article 18(1) 
of Regulation (EC) No 1987/2006 and Article 18(1) of Decision 
2007/533/JHA relating to every access to and all exchanges of 
personal data within the CS-SIS shall be kept securely stored on, 
and accessible from, the premises where the principal CS-SIS 
and the backup CS-SIS are located for the maximum period 
referred to in Article 18(3) of Regulation (EC) No 1987/2006 
and Article 18(3) of Decision 2007/533/JHA. 

2. Procedures for monitoring use or faults in data processing 
facilities shall be set out in the Security Policy and the results of 
the monitoring activities reviewed regularly. If necessary, appro­
priate action shall be taken.
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3. Logging facilities and logs shall be protected against 
tampering and unauthorised access in order to meet the 
requirements of collecting and retain evidence for the 
retention period. 

Article 19 

Cryptographic measures 

Cryptographic measures shall be used where appropriate for the 
protection of information. Their use, along with the purposes 
and conditions, must be approved by the System Security 
Officer in advance. 

CHAPTER IV 

HUMAN RESOURCES SECURITY 

Article 20 

Personnel profiles 

1. The Security Policy shall define the functions and respon­
sibilities of persons who are authorised to access Central SIS II. 

2. The Security Policy shall define the functions and respon­
sibilities of persons who are authorised to access the Communi­
cation Infrastructure. 

3. The security roles and responsibilities of Commission staff, 
contractors and staff involved in operational management shall 
be defined, documented and communicated to the persons 
concerned. The job description and the objectives shall state 
these roles and responsibilities for Commission staff; contracts 
or service level agreements shall state them for contractors. 

4. Confidentiality and secrecy agreements shall be concluded 
with all persons to whom no European Union or Member State 
public service rules apply. Staff required to work with SIS II data 
shall have the necessary clearance or certification in accordance 
with the detailed procedures to be set out in the Security Policy. 

Article 21 

Information of personnel 

1. All staff and contractors shall receive appropriate training 
in security awareness, legal requirements, policies and 
procedures, to the extent required by their duties. 

2. At the termination of the employment or contract, 
responsibilities related to job change or employment termi­
nation shall be defined for staff and contractors in the 
Security Policy, and procedures shall be set out in the 
Security Policy to manage the return of assets and the 
removal of access rights. 

CHAPTER V 

FINAL PROVISION 

Article 22 

Applicability 

1. This Decision shall become applicable as of the date fixed 
by the Council in accordance with Article 55(2) of Regulation 
(EC) No 1987/2006 and Article 71(2) of Decision 
2007/533/JHA. 

2. Articles 1(1) and 2(1), Article 2(3)(b), (d), (f) and (i), 
Article 3, Articles 6(5), 7(5), 9(6), 10(6), 13(2) and (3), 
Articles 15 and 18 and Article 20(1) shall expire when the 
Management Authority takes up its responsibilities. 

Done at Brussels, 4 May 2010. 

For the Commission 
The President 

José Manuel BARROSO
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IV 

(Acts adopted before 1 December 2009 under the EC Treaty, the EU Treaty and the Euratom Treaty) 

COMMISSION DECISION 

of 28 October 2009 

on the State aid C 14/08 (ex NN 1/08) implemented by the United Kingdom for Northern Rock 

(notified under document C(2009) 8102) 

(Only the English text is authentic) 

(Text with EEA relevance) 

(2010/262/EC) 

THE COMMISSION OF THE EUROPEAN COMMUNITIES, 

Having regard to the Treaty establishing the European 
Community, and in particular the first subparagraph of 
Article 88(2) thereof, 

Having regard to the Agreement on the European Economic 
Area, and in particular Article 62(1)(a) thereof, 

Having called on interested parties to submit their comments 
pursuant to the provisions cited above ( 1 ), ( 2 ) and having regard 
to their comments, 

Whereas: 

1. PROCEDURE 

(1) By decision of 5 December 2007 ( 3 ) (hereinafter ‘the 
decision of 5 December 2007’) the Commission found 
the liquidity facility implemented by the Bank of England 
(hereinafter ‘BoE’) on 14 September 2007 in favour of 
Northern Rock (hereinafter ‘NR’) not to constitute State 
aid. The Commission furthermore decided that the guar­
antees on retail deposits granted by the UK authorities 
between 17 and 20 September and 9 October 2007 
contained State aid which was compatible with the 
common market as rescue aid for six months, until 
17 March 2008, in conformity with the Community 
guidelines on State aid for rescuing and restructuring 
firms in difficulty ( 4 ) (hereinafter ‘the R&R Guidelines’). 
The Commission in its decision also insisted on the 
submission of a restructuring plan within six months 
or the repayment of the aid. 

(2) By letter of 21 December 2007, the UK authorities 
informed the Commission of the extension of those 
guarantee arrangements. On 8 January, 24 January, 
6 February, 13 February and 10 March 2008 meetings 
were held between representatives of the United 
Kingdom and the Commission. 

(3) On 17 February 2008 the UK authorities announced that 
NR was to be nationalised. By letter of 17 March 2008, 
the United Kingdom sent the Commission a restructuring 
plan for NR and informed it of State aid measures which 
would accompany that plan and enable it to be imple­
mented. By letter of 31 March 2008, the United 
Kingdom sent a more detailed and slightly amended 
restructuring plan. 

(4) By letter dated 2 April 2008, the Commission informed 
the United Kingdom that it had decided to initiate the 
procedure laid down in Article 88(2) of the Treaty in 
respect of the aid measures (hereinafter ‘the opening 
decision’). 

(5) The opening decision was published in the Official Journal 
of the European Union ( 5 ). The Commission invited 
interested parties to submit their comments on the aid. 

(6) By letter of 2 May 2008, the United Kingdom responded 
to the opening decision. The Commission also received 
comments from interested parties. By letter of 15 July 
2008, received on 31 July 2008, it forwarded those 
comments to the United Kingdom, which was given 
the opportunity to react; its comments were received 
by letter of 29 August 2008.
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(7) By letter of 25 April 2008, the Commission sent 
questions regarding the restructuring plan submitted on 
31 March 2008. The United Kingdom provided answers 
by letter of 6 June 2008. On 30 June 2008, a meeting 
was held between the Commission and the UK 
authorities. Following that meeting, the UK authorities 
provided additional information by letters of 8 July and 
13 August 2008. 

(8) On 5 August 2008, the UK government publicly 
announced that it intended to convert up to GBP 3 
billion of loans to NR into equity. The UK authorities 
had previously informed the Commission of this 
announcement. 

(9) On 11 November 2008, 15 January 2009 and 
4 February 2009, the UK authorities informed the 
Commission that they were considering plans for restruc­
turing NR which, due to the impact of the financial crisis, 
significantly differed from those notified in March 2008 
and outlined those plans. 

(10) On 20 February 2009, the UK authorities provided addi­
tional information on the intention to split NR in two. A 
more detailed plan was notified by letters of 31 March 
2009 and 2 April 2009. 

(11) By letter of 7 May 2009, the Commission informed the 
United Kingdom that it had decided to extend the 
procedure under Article 88(2) of the Treaty to cover 
the amended restructuring plan that was submitted to 
it in March (hereinafter ‘the extension decision’). 

(12) The extension decision was published in the Official 
Journal of the European Union ( 6 ) and interested parties 
were requested to submit their comments on the aid. 

(13) The UK responded to the extension decision by letter of 
22 June 2009. The Commission furthermore received 
comments from third parties. By letter of 14 August 
2009, those comments were forwarded to the United 
Kingdom, which was given the opportunity to react. 
The United Kingdom submitted its comments by letter 
of 17 August 2009. 

(14) On 10 June, the United Kingdom provided an updated 
restructuring plan for NR, which was discussed with the 
Commission in meetings held on 26 June and 21 August 
2009. The United Kingdom also provided more 
information on 22 June, 26 June, 15 July, 17 August, 
18 August, 4 September, 17 September, 18 September, 
21 September, 22 September and 30 September 2009. 

2. DESCRIPTION OF THE AID 

2.1. THE BENEFICIARY AND ITS DIFFICULTIES 

(15) Before the difficulties started in the second half of 2007, 
NR was the 5th biggest UK mortgage bank with a 
balance-sheet total of GBP 113,5 billion on 30 June 
2007 and GBP 109,3 billion at the end of 2007. In 
2006, it had a total balance sheet of GBP 101 billion, 
while interest income represented almost GBP 5 billion. 
NR recorded a profit of GBP 443 million over 2006. The 
bank had a staff of 6 000 persons in 2006, had 77 
branches throughout the United Kingdom and was 
present in Ireland, Denmark and Guernsey. 

(16) Residential mortgage lending was and remains NR’s core 
activity. It represents more than 90 % of all outstanding 
loans to customers. In the first half of 2007, the bank 
had a market share of UK gross mortgage lending of 
9,7 % and of net mortgage lending of 18,9 % ( 7 ). NR 
financed the majority of its long-term mortgage loans 
by issuing Residential Mortgage Backed Securities and 
covered bonds, while a continuously declining share of 
its funding was realised through retail deposits. On 
30 June 2007, retail deposits amounted to only 
GBP 24 billion out of a balance sheet total of GBP 113 
billion. In March 2001 NR established a ‘master trust’ 
securitisation structure known as ‘Granite’ of which it 
has since made extensive use. Further information on 
NR is recorded in section 2.1 of the opening decision 
of 2 April 2008. 

(17) NR’s dependence on wholesale funding caused difficulties 
in the second half of 2007 when the mortgage securiti­
sation market collapsed, as described in more detail in 
section 2.2 of the opening decision. NR’s funding 
problems led the UK authorities to provide loans and 
guarantees, which were approved by the Commission 
as rescue aid until 17 March 2008 by the decision of 
5 December 2007. Section 2.3.1 of the opening decision 
describes the circumstances which led the State to 
provide additional guarantees on 18 December 2007, 
which were approved by the Commission as compatible 
rescue aid (section 4.5.2 of the opening decision).
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(18) In early 2008, NR and the UK authorities attempted to 
find a private sector solution. As a result, business plans 
for NR were submitted to the government by Virgin and 
by NR’s management, which have been set out in 
sections 2.3.2 and 2.3.3 of the opening decision. The 
attempt to find a private sector solution failed and NR 
was subsequently nationalised on 22 February 2008 on 
the basis of legislation introduced the previous days 
(section 2.3.4 of the opening decision) ( 8 ). 

(19) The deepening of the global financial crisis after the fall 
of Lehman Brothers and the ensuing economic crisis and 
housing market crisis led to an increase in defaults on 
NR’s outstanding loans and forced NR to take 
considerable loan loss impairment charges in 2008 and 
over the first half of 2009 well above the average for 
other banks. This is due to the fact that NR had made 
many risky loans, in particular through high loan-to- 
value (hereinafter ‘LTV’) loans, of which a considerable 
part were the Together loans (mortgages with LTV 
[…] (*) 125 % combined with an unsecured loan). 

(20) The loan loss impairment charges NR had to make 
negatively affected NR’s capital ratios to such an extent 
that in July 2008 it obtained a waiver from the UK 
Financial Services Authority (hereinafter ‘FSA’) which 
allowed it to include all available Tier-2 capital within 
the NR’s capital resources without restriction in order to 
meet its minimum regulatory capital requirements. That 
waiver was granted after the UK Treasury (hereinafter 
‘HMT’) provided a commitment to the FSA that NR 
would operate above minimum capital requirements. 

(21) In its reports regarding the first quarter of 2009, NR 
reported that it expected to be substantially loss- 
making over 2009. As a result, its capital base was 
reduced to a level below the minimum regulatory 
requirements. On 1 July 2009, NR announced that the 
FSA had confirmed that, taking into account HMT’s 
commitment to provide an adequate level of capital, it 
did not intend to restrict NR’s activities. 

(22) Table 1 contains information on the financial 
performance of NR between 2006 and the end of the 
first half of 2009. 

Table 1 

Northern Rock’s financial results 2006-2008 ( 9 ) and first 
half of 2009 ( 10 ) 

(GBP billion) 

2006 2007 2008 1H2009 

Total balance sheet 101,0 109,3 104,3 88,7 

Retail deposits balances 22,6 10,5 19,6 18,4 

Gross new lending 32,9 32,3 3,0 1,3 

Net new lending 16,6 12,2 (25,4) (5,0) 

Interest income 4,9 6,9 5,7 1,1 

Net profit (loss) 0,443 (0,199) (1,3) (0,269) 

2.2. THE RESTRUCTURING PLANS 

THE INITIAL RESTRUCTURING PLAN 

(23) After the nationalisation of NR in February 2008, the UK 
authorities submitted a restructuring plan (hereinafter 
‘initial restructuring plan’), the contents of which were 
described in more detail in section 2.3.5 of the 
opening decision and also in section 2.2 of the 
extension decision. In short, the initial restructuring 
plan provided for: 

(i) the reduction of the balance sheet of NR from 
GBP 109,3 billion in 2007 to GBP 48-53 billion at 
the end of 2011 through an active mortgage 
redemption programme and limited new lending; 

(ii) a rebalancing of the funding mix by increasing the 
retail deposits from 15-20 % in 2008 to 48-52 % in 
2012; 

(iii) closure of NR’s Danish operations; 

(iv) rapid repayment of the government loans and release 
of government guarantees by the end of 2011; and, 

(v) behavioural commitments including a cap on new 
mortgage origination, a Competitive Framework ( 11 ) 
and withdrawal from unsecured personal lending 
and commercial lending for the restructuring period.
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(24) The active mortgage redemption programme, the limi­
tations on new lending, the closure of NR’s Danish 
operations and the behavioural commitments were 
implemented by the United Kingdom immediately 
without awaiting Commission approval of the restruc­
turing plan. 

THE AMENDED RESTRUCTURING PLAN 

(25) The worsening of the financial markets and the real 
economy in the final quarter of 2008 severely affected 
NR, making it necessary for the UK authorities to revise 
the initial restructuring plan. The UK authorities therefore 
submitted a new restructuring plan (hereinafter ‘amended 
restructuring plan’) to the Commission, which was 
described in detail in section 2.3 of the extension 
decision. The amended restructuring plan basically 
consists of the split-up of NR into: 

(i) ‘BankCo’ to which the following assets of NR would 
be transferred: the retail deposit book (approximately 
GBP 19,5 billion), matched with approximately 
GBP [9-12] billion of cash assets ( 12 ) and 
approximately GBP [7-10] billion of NR’s best 
performing unencumbered mortgage assets; 
wholesale deposits, currently totalling approximately 
GBP [0,5-3] billion, matched by cash assets; NR’s 
mortgage origination and servicing platform; NR’s 
branches, relevant staff and systems and the GIC 
accounts ( 13 ) matched by cash assets of an equal 
value (approximately GBP [3,5-6] billion). The 
opening balance sheet of BankCo would be 
GBP [22-26] billion; 

(ii) ‘AssetCo’ would be the existing company, NR, which 
would be left with the remaining pool of residential 
mortgages and NR’s wholesale funding instruments 
(its interest in the Granite securitisation vehicle and 
its liabilities under the covered bond and EMTN 
programmes ( 14 ) and associated hedging) together 
with the associated liabilities and hybrid capital. 
AssetCo would also retain liability for the existing 
Government loan to NR, which would be increased 
by up to GBP 10 billion to a total of GBP 23 billion 
in order to enable the implementation of the restruc­
turing. Furthermore, AssetCo would be provided with 
a working capital facility of up to GBP 5 billion to 
ensure that it has adequate liquidity […]. The 
(opening) balance sheet of AssetCo would be 
GBP [82-85] billion. 

(26) The amended restructuring plan also envisaged capital 
injections in BankCo and AssetCo, a change in the 
lending strategy, abandonment of the active mortgage 
redemption programme and changes to the Competitive 
Framework, which would allow NR to increase its 
lending in 2009 and 2010 by GBP 14 billion in total. 

THE FINAL RESTRUCTURING PLAN 

(27) Following the adoption of the extension decision, the 
amended restructuring plan was altered by the United 
Kingdom to address some of the doubts expressed by 
the Commission and third parties (hereinafter ‘the final 
restructuring plan’). As a result, BankCo’s opening cash 
balance will be reduced by GBP [1,7-4,2] billion 
compared with the update of the amended restructuring 
plan of 10 June 2009, by removal of GBP [1,5-3] billion 
in the GIC accounts and the transfer of GBP [0,2-0,8] 
billion of additional mortgages from AssetCo to 
BankCo. BankCo will have an opening balance sheet of 
GBP [21-24] billion in 2009 growing to GBP [31-34] 
billion in 2013 as opposed to GBP [22-26] billion and 
GBP [38-41] billion respectively under the amended 
restructuring plan. In addition, GBP [600-900] million 
of initially planned new lending of BankCo in 2009 
will be substituted for lower quality back book ( 15 ). As 
a result, the weighted average LTV of BankCo will equal 
[62-67 %], made up of the average LTV of existing 
mortgage book ([66-69 %]) and new lending in 2009 
([58-61 %]). Graph A illustrates the opening balance 
sheets of BankCo and AssetCo after the split-up, while 
Table 2 contains the most relevant financial indicators 
for BankCo. 

(28) BankCo, from the split-up onwards, will also pay 
adjusted fees for the continuing guarantees on retail 
and wholesale deposits (see section 2.3). 

Table 2 

BankCo main financial indicators following the split (base 
case) 

(GBP billion) 

2009 2010 2011 2012 2013 

Total 
balance 
sheet 

[21-24] [23-25] [27-30] [28-31] [31-34] 

Net 
interest 
income 

n/a [0-0,7] [0-0,7] [0-0,7] [0-0,7]
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debt. ( 15 ) Portfolio of mortgages originated in the past by NR.



(GBP billion) 

2009 2010 2011 2012 2013 

Gross new 
lending 

n/a [6-9] [6-8] [6-8] [6-8] 

Mortgage 
book 

[7-11] [13-20] [19-25] [22-26] [23-28] 

Retail 
deposits 

19,3 [18-21] [19-22] [22-25] [24-27] 

Wholesale 
deposits 

[1-3] [1-7] [3-10] [3-8] [2-8] 

Graph A 

Opening balance sheet of BankCo and AssetCo after 
split-up 

[…] 

(29) The United Kingdom furthermore provided the following 
commitments: 

(i) a commitment to achieve full operational 
separation between BankCo and AssetCo as soon 
as possible and by the end of 2010 at the latest; 

(ii) a commitment that BankCo will cap new lending to 
GBP 4 billion in 2009, GBP 9 billion in 2010 and 
GBP 8 billion in 2011; in the event that BankCo 
remains in Temporary Public Ownership (here­
inafter ‘TPO’) after 2011, the lending cap of 
GBP 8 billion in 2011 will remain in place until 
31 December 2013 or exit from TPO, whichever 
is earlier; 

(iii) a commitment that BankCo will cap its retail 
deposit balances across the United Kingdom, 
Ireland and Guernsey at GBP 20 billion until 
31 December 2011; in the event that BankCo 
remains in TPO in 2012 and 2013, the retail 
deposit cap will be GBP 23 billion for 2012 and 
GBP 26 billion for 2013; 

(iv) a commitment that BankCo will not rank within 
the top three Moneyfacts mortgage categories for 
2, 3, or 5-year fixed or variable mortgages 
(excluding mortgages with an LTV ratio greater 
than 80 % and products for first time buyers) 
until 31 December 2011 or exit from TPO, 
whichever is earlier; 

(v) a commitment that the United Kingdom will exit 
majority ownership of BankCo […]. In this context, 
TPO is deemed to be exited if the United Kingdom 
has sold at least 50 % + 1 of BankCo’s shares to a 
non State-owned or controlled entity (or entities) 
and the United Kingdom has lost control over 
BankCo within the meaning of Council Regulation 

(EC) No 139/2004 of 20 January 2004 on the 
control of concentrations between undertakings ( 16 ); 

(vi) a commitment that […] BankCo will give public 
notice that the UK retail deposit guarantee will be 
released by […] and that the wholesale guarantee 
arrangements related to BankCo will be lifted by 
the United Kingdom by 31 December 2010; 

(vii) a commitment that existing subordinated debt will 
remain in AssetCo and that until AssetCo […] 
AssetCo will pay no principal or coupons on subor­
dinated debt instruments where it is contractually 
able to do so; 

(viii) a commitment that BankCo, while in TPO, and 
AssetCo, […], will not engage in acquisitions of 
shares in other firms or promote the Government 
guarantee arrangements or ownership; 

(ix) a commitment that AssetCo will not undertake any 
new economic activities apart from activities 
necessary to provide operational support to 
BankCo until the operational separation is 
completed, […]. 

2.3. THE STATE MEASURES ASSESSED IN THIS DECISION 

(30) NR has received several aid measures which are ( 17 ): 

(i) the BoE liquidity facility which later was novated to 
HMT (hereinafter ‘BoE/HMT liquidity facility’); 

(ii) the government guarantee on those of NR’s retail 
deposits not covered by the United Kingdom’s 
Financial Stability Compensation Scheme (hereinafter 
‘FSCS’); 

(iii) the government guarantee on NR’s wholesale 
deposits. 

For NR: 

(iv) the retroactive application of a lower fee on the 
BoE/HMT liquidity facility from 1 April 2008 
onwards and the subsequent reimbursement to NR 
of GBP 156,4 million after the Commission’s final 
decision ( 18 );
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( 18 ) See point 94 of the opening decision.



(v) the commitment given by HMT to the FSA that NR 
(that is to say, its successors) would operate above 
regulatory capital requirements ( 19 ). 

For BankCo: 

(vi) the continuation after the split-up of the guarantees 
on retail and wholesale deposits (that is to say the 
measures referred to in points (ii) and (iii) of recital 
30) into 2010 for BankCo at revised conditions ( 20 ); 

(vii) the GBP 1,4 billion recapitalisation of BankCo after 
the split-up, in the form or ordinary shares ( 21 ); 

(viii) the contingent liquidity facility of GBP 1,5 billion. 

For AssetCo: 

(ix) the continuation after the split-up of the wholesale 
guarantee (that is to say, measure (iii)) […] ( 22 ); 

(x) the continuation and increase in the BoE/HMT 
liquidity facility (that is to say, measure (i)) by up 
to GBP 10 billion to GBP 23 billion ( 23 ); 

(xi) the up to GBP 1,6 billion recapitalisation of 
AssetCo in the form of a debt for equity 
conversion ( 24 ); 

(xii) the GBP 2,5 billion working capital facility ( 25 ). 

(31) As regards measures (i)-(ii), the Commission observes that 
these have already been assessed by the Commission in 
the context of the earlier decisions taken in this case and 
have been qualified as rescue aid ( 26 ). Further to the 
rescue measures, the United Kingdom notified to the 
Commission additional measures that are intended to 
enable the restructuring of NR, measures (iv)-(xii). 

(32) The rescue aid measures (measures (i)-(iii)), will be 
continued after the split-up. However, the entities for 
which they are intended will be the successors of NR 
and the conditions attached to those measures will 
change. 

(33) As regards the measures undertaken by the United 
Kingdom in the context of the restructuring of NR 
(measures (iv) and (v)), the fee NR has paid for the 
BoE/HMT liquidity facility will be lowered retroactively. 
Consequently, NR will receive a retroactive reim­
bursement of GBP 156,4 million of the fees charged 
for the BoE/HMT liquidity facility. This reimbursement 
follows from the revision of the fees undertaken by the 
United Kingdom in April 2008. Furthermore HMT has 
provided assurance to the FSA that NR will operate 
above capital requirements, thus enabling it to continue 
to operate below regulatory capital requirements. 

(34) The restructuring measures directed at BankCo (measures 
(vi)-(viii)) include the continuation of the guarantees on 
retail and wholesale deposits […]. The fees and tenor of 
these guarantees, however will be changed compared to 
the approved rescue aid. For the guarantee on those retail 
deposits which are not covered by the United Kingdom’s 
FSCS BankCo will pay a flat fee of [15-70] basis points 
(hereinafter ‘bps’). For the guarantee on wholesale 
deposits BankCo will pay a fee in line with the United 
Kingdom’s credit guarantee scheme (hereinafter 
‘CGS’) ( 27 ). BankCo will furthermore receive a GBP 1,2 
billion recapitalisation after the split-up in the form of 
ordinary shares and a contingent liquidity facility of GBP 
2,5 billion. For the contingent liquidity facility it will pay 
a monthly commitment fee of [80-150] bps on the 
undrawn balance. In the event that BankCo makes use 
of the facility, it will pay a one-off utilisation fee of 
[120-240] bps on any amount drawn and an interest 
rate of 1 month LIBOR + [200-600] bps on the drawn 
balance. 

(35) AssetCo will continue to benefit from a guarantee on 
wholesale deposits until […] (measure (ix)). No changes 
are envisaged in the fee AssetCo will pay for the 
guarantee. AssetCo will also obtain an increase in the 
BoE/HMT liquidity facility (measure (x)) of up to 
GBP 10 billion (total amount of facility will be GBP 23 
billion) together with a change in the conditions of the 
facility (LIBOR + [10-60] bps instead of BoE base 
rate + 150 bps + 10 bps facility fee). AssetCo will also 
receive a GBP 2,5 billion working capital facility 
(measure (xii)) for which it will pay 1 month 
LIBOR + [10-60] bps and potentially a recapitalisation 
of up to GBP 1,6 billion in the form of a debt for 
equity conversion (measure (xii)). 

(36) As the restructuring aid granted to NR consists of the 
continuation of measures combined with additional 
measures, they will be assessed together in this 
Decision. Table 3 sets out both the continuing and the 
additional measures.
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( 19 ) See point 91 of the opening decision and point 28 of the extension 
decision. 

( 20 ) See points 32 and 39 of the extension decision. 
( 21 ) See points 26 and 49 of the extension decision. 
( 22 ) See points 33 and 46 of the extension decision. 
( 23 ) See point 22(ii) of the extension decision. 
( 24 ) See point 26 of the extension decision. 
( 25 ) See footnote 23. 
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14/08 (ex NN 1/08), Restructuring aid to Northern Rock (OJ C 135, 
3.6.2008, p. 21) (opening decision) and Commission Decision in 
Case C 14/08, Restructuring aid to Northern Rock (OJ C 149, 
1.7.2009, p. 16). 

( 27 ) The fee was approved by the Commission in its Decision in Case N 
507/08, Financial support measures for the banking industry in the UK 
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Table 3 

Overview of aid measures granted to NR, BankCo and AssetCo 

No Type of measure amount remuneration 

Rescue 

i Bank of England/HMT liquidity facilities GBP 25 bn BoE rate + 150 bps + facility fee of 10 bps 

ii Guarantee on retail deposits NR not covered 
by FSCS 

max GBP 20 bn (*) [15-70] bps on aggregate amount deposits 

iii Guarantee on wholesale deposits NR approx. GBP 10 bn monthly fee of GBP [0,5-3] mln 

Restructuring 

Northern Rock 

iv Application of lower fee BoE/HMT liquidity 
facility and retrocative reimbursement NR 

GBP 156,4 mn n/a 

v Assurance to FSA by HMT that NR will 
operate above capital requirements 

n/a n/a 

BankCo 

vi Continuation guarantee on retail deposits max GBP 20 bn (*) [15-70] bps flat fee 

Continuation guarantee on wholesale 
deposits 

GBP 1,6 bn in line with CGS 

vii Recapitalisation of BankCo after split GBP 1,4 bn ordinary shares 

viii Contingent liquidity facility for BankCo GBP 1,5 bn monthly commitment fee of [80- 
150] bps + one-off utilisation fee of [120- 
240] bps on any amount drawn + interest 
rate of 1 month LIBOR + [200-600] bps 
on drawn balance 

AssetCo 

ix Continuation guarantee on wholesale 
deposits 

approx. GBP 8,3 bn GBP [0,5-3] mln monthly fee 

x Continuation and increase Bank of Eng- 
land/HMT liquidity facility 

total GBP 23 bn 1 month LIBOR + [10-60] bps 

xi Recapitalisation of AssetCo in stress case 
(debt-equity swap) 

GBP 1,6 bn ordinary shares 

xii Working capital facility for AssetCo GBP 2,5 bn 1 month LIBOR + [10-60] bps 

(*) Amount stated reflects total amount of retail deposits and does not take into account FSCS.
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3. GROUNDS FOR INITIATING THE PROCEDURE 

(37) The Commission first opened the formal investigation 
procedure on the initial restructuring plan in this case 
on 2 April 2008. Thereafter, the initial restructuring plan 
was materially altered by the UK authorities. As a conse­
quence, it was necessary for the Commission to extend 
the procedure to cover the amended restructuring plan. 
Most of the doubts reflected in the opening decision were 
specific to the initial restructuring plan. With regard to 
the opening decision, only the doubts that remain 
relevant for the assessment of the amended restructuring 
plan will be discussed in section 3.1 of this Decision. 

3.1. THE OPENING DECISION 

THE EXISTENCE OF AID 

(38) In paragraph 91 of the opening decision, the 
Commission indicates that HMT’s letter to the FSA, by 
which HMT confirms its intention to ensure that NR will 
operate above the minimal capital requirement, could 
constitute State aid. 

(39) Paragraph 94 of the opening decision indicates that the 
planned retrospective reimbursement of the excess fees 
charged by the United Kingdom in the period between 
17 March 2008 and the final decision seems to 
constitute additional restructuring aid. 

AMOUNT OF AID 

(40) Paragraph 96 of the opening decision raises doubts 
whether the aid can be quantified by using benchmarks 
like NR’s credit default swaps prices or interest rate on 
credit facilities offered to NR by private banks after 
17 September 2007 since they already take into 
account the rescue of the bank by the State. 

3.2. THE EXTENSION DECISION 

EXISTENCE OF AID 

(41) The Commission indicated in paragraphs 47 and 48 of 
the extension decision that the split-up could be 
compared to an asset relief measure within the scope 
of the Communication from the Commission on the 
treatment of impaired assets in the Community 
banking sector ( 28 ) (hereinafter ‘IAC’). It therefore 
invited the UK authorities to provide information on 
this issue. 

RESTORATION OF LONG-TERM VIABILITY 

(42) In paragraph 58 of the extension decision the 
Commission noted positively that BankCo seems to 

become a viable bank as a result of the measures 
proposed by the United Kingdom and does not risk 
encountering the same liquidity problems as NR. 
However, it also observed that no business plan demon­
strating how BankCo will become a viable entity in the 
medium- to long-term had been submitted and that 
therefore the viability of BankCo could not be demon­
strated. 

AID LIMITED TO THE MINIMUM/OWN CONTRIBUTION 

(43) The Commission observed in paragraphs 59 and 58 of 
the extension decision that the aid to be granted to 
BankCo was of such a type and quantity that it would 
release BankCo from all the risky loans made by NR in 
the past and from the obligation to pay back the 
government loan, while it would receive good quality 
assets and a considerable amount of cash. Furthermore, 
the Commission noted that the UK authorities accept to 
fully finance the losses of AssetCo, whose mortgage book 
is valued at book value instead of the real economic 
value. The Commission therefore expressed strong 
doubts as to whether the aid was limited to the 
minimum. 

(44) As regards NR’s own contribution, the Commission 
expressed doubts in paragraph 60 of the extension 
decision whether it would be sufficient since some of 
the measures in the first restructuring plan that could 
be regarded as own contribution were abandoned in 
the amended restructuring plan, in particular the active 
redemption policy and the cap on new lending. 

LIMITING NEGATIVE SPILL-OVER EFFECTS/MEASURES 
LIMITING THE DISTORTION OF COMPETITION 

(45) In paragraph 62 of the extension decision the 
Commission questioned whether the funding available 
to BankCo after the split-up of NR will allow it to 
crowd out competitors on the mortgage lending 
market, thus leading to negative spill-over effects. 

(46) Concerning measures limiting the distortion of 
competition, the Commission expressed strong doubts 
in paragraphs 63 to 66 of the extension decision on 
whether the measures proposed were sufficient. Firstly 
the Commission noted that after the split-up of NR, 
BankCo will emerge as a very strong and competitive 
bank unburdened by the risky loans made by NR in 
the past. The Commission therefore doubted whether 
the fact that BankCo will be a bank with a small 
balance sheet would offset the distortion of competition.
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(47) Furthermore, the Commission noted that, taking into 
account the large amount of aid NR received, it was 
uncertain that sufficient measures could be implemented 
to avoid undue distortion of competition without endan­
gering the viability of NR. It finally observed that some 
of the measures limiting distortion of competition had 
been amended or abandoned. 

4. COMMENTS FROM INTERESTED PARTIES 

(48) The Commission received third party comments 
following publication of the opening decision and the 
extension decision. 

(49) With regard to the opening decision, the Commission 
received comments from Unite the Union, the Building 
Societies Association (hereinafter ‘BSA’), SRM Global 
Master Fund LP, Alliance & Leicester Building Society, 
the British Banking Association, Jim Cousins (UK MP), 
Doug Henderson (UK MP) and the Newcastle authorities. 
Although those comments do not relate to the amended 
restructuring plan that was the subject of the extension 
decision, they may be relevant in the broader context of 
this case and will be shortly discussed in section 4.1 of 
this Decision insofar as they are of a general nature. 

(50) Third party comments concerning the extension decision 
were received from Leeds Building Society, the BSA and a 
British citizen. 

4.1. OPENING DECISION 

(51) The comments received by third parties regarding the 
opening decision focussed mainly on the distortions of 
competition caused by the guarantees on NR’s retail and 
wholesale deposits. The increase in NR’s retail deposit 
base in the first months of 2008 caused particular 
concern as third parties indicated that NR was offering 
high savings rates while backed by a government 
guarantee, thus leading to a competitive disadvantage 
for NR’s competitors. The third parties noted that the 
Competitive Framework seemed to mitigate some of 
their concerns. Other comments concerned the 
importance of NR as a large employer in the North- 
East of England and the compensation shareholders of 
NR should receive due to the nationalisation undertaken 
by the United Kingdom. 

4.2. EXTENSION DECISION 

(52) Leeds Building Society in its submission expressed its 
concerns regarding the distortion of competition 
potentially caused by NR, stressing that the own 

contribution by NR in its view is insufficient and that 
the Competitive Framework in place only prevents 
distortion of competition by NR to a limited extent. It 
also is of the view that the small balance sheet of BankCo 
after the split will not offset distortions of competition, 
as BankCo does not have to absorb losses caused by NR’s 
risky lending of the past and will have access to the 
benefits of AssetCo’s balance sheet. 

(53) The BSA submitted detailed comments. It considered that 
BankCo is extremely likely to be a viable bank in the 
medium- to long-term as it will have a strong position 
on the UK mortgage market after the split-up with 
limited non-performing loans and a lot of funding to 
write new loans. BSA highlighted the difference 
between building societies and banks (constraints on 
funding and lending activities for building societies not 
present for banks). BSA also indicated that the 
Competitive Framework is unlikely to be effective 
enough to prevent distortions of competition. It 
furthermore made suggestions regarding possible 
measures limiting the distortion of competition: 

(i) BankCo should pay remuneration for the protection 
it has gained from the establishment of AssetCo; 
alternatively, BankCo’s initial loan book should 
have characteristics close to those of an average 
competitor; 

(ii) the State guarantees on retail and wholesale deposits 
should be removed as soon as possible; alternatively, 
BankCo should pay a price commensurate to that 
other banks are paying when using the government’s 
credit guarantee scheme; 

(iii) if the measures suggested in points (i) and (ii) cannot 
be implemented, more direct controls on BankCo’s 
activities might be necessary; 

(iv) BankCo should make a substantial proportion of its 
new lending in segments of the mortgage market 
where private sector lenders are not currently 
lending (for example, at high LTV ratios, or 
specifically to first-time buyers); 

(v) in areas of the mortgage market where BankCo is 
competing with private sector lenders its price 
competitiveness should be limited, possibly by 
staying out of the Moneyfacts best buy tables for 
mortgage lending, that is to say, out of the top 
five lenders;
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(vi) until the guarantee covering retail deposits is 
removed, BankCo should stay out of the top five 
savings accounts in Moneyfacts best buy tables. 

(54) Finally, the comments of the British citizen concerned 
the payment of coupons on subordinated debt 
instruments issued by NR and the effects a suspension 
of those payments would have upon individuals holding 
those instruments. 

5. COMMENTS FROM THE UNITED KINGDOM 

(55) The third party comments concerning the opening 
decision that have been described in this Decision only 
relate to issues that may be relevant for the assessment of 
the amended restructuring plan. The comments from the 
United Kingdom set out in section 5.1 regarding the 
opening decision will therefore also be limited to those 
issues. 

5.1. UNITED KINGDOM’S COMMENTS ON THE DOUBTS 
RAISED IN THE OPENING DECISION 

EXISTENCE OF AID 

(56) As regards the doubts expressed in paragraph 91 of the 
opening decision, the UK authorities claim that […]. It 
can therefore not be characterised as aid. Even if it were 
the case, it could not be described as unlimited. 

(57) As regards paragraph 94 of the opening decision, the UK 
authorities do not contest that the backdating to 1 April 
2008 — following State aid approval — of the new loan 
interest and fee arrangements will constitute additional 
restructuring aid. They submit, however, that they are the 
minimum necessary to ensure that NR continues to fulfil 
its regulatory capital requirements. 

AMOUNT OF AID 

(58) As regards the doubts expressed in paragraph 96 of the 
opening decision, the United Kingdom first claims that it 
would be artificial to consider the aid amount as the full 
value of the State facilities and of the amounts covered 
by the State guarantees. Indeed, NR continues to own 
high quality assets and the good quality collateral 
charged in favour of the State at the time the facility 
and guarantee arrangements were provided should be 
taken into account. The United Kingdom believes that 
the least artificial methodology is to quantify the 
measures using benchmarks such as financing proposals 
made, Credit Default Swap rates and spreads for subor­

dinated debt. At the very most, the quantum of aid could 
be calculated using the Commission’s official reference 
rate which entered into force on 1 July 2008. 

5.2. UNITED KINGDOM’S COMMENTS ON THE DOUBTS 
RAISED IN THE EXTENSION DECISION 

EXISTENCE OF AID 

(59) As regards the applicability of the IAC to the split-up, the 
UK authorities have indicated that they do not accept the 
Commission’s analysis for the following reasons. Firstly, 
NR is entirely government-owned, consequently, unlike 
other cases where the State takes over the losses on 
impaired assets from a privately-owned bank either by 
buying them or guaranteeing them, the United Kingdom 
cannot buy the impaired assets as it already owns them. 
Secondly, the UK authorities are of the view that the IAC 
is designed primarily to deal with situations where 
considerable uncertainty exists as to banks’ exposures 
to complex and opaque impaired assets. NR’s mortgage 
products, mortgage-backed securities and Treasury assets 
do not, according to the United Kingdom, fall into this 
category. Finally, the UK authorities argue that the IAC 
focuses on the principle of burden-sharing, primarily 
with the bank taking some element of first loss. In the 
case of NR this is not possible as the State already owns 
all the assets before the split-up. 

RESTORATION OF LONG-TERM VIABILITY 

(60) The UK authorities indicate in their comments that they 
have provided the Commission with information that 
demonstrates BankCo’s viability in the business plan 
submitted to the Commission on 10 June 2009 ( 29 ). In 
the business plan, BankCo’s viability has been stress- 
tested against a serious recession scenario (unem­
ployment rising to 3,6 million in 2011 and house 
prices falling to 50 % of their peak). The stress test 
demonstrates BankCo’s viability even in a serious 
recession scenario. 

AID LIMITED TO THE MINIMUM/OWN CONTRIBUTION 

(61) With regard to the Commission’s doubts whether the aid 
granted to NR is limited to the minimum necessary, the 
United Kingdom disputes that the amended restructuring 
plan creates a super-competitive new bank. The United 
Kindgom points out that the capital structure and 
funding of BankCo has been carefully designed in order 
for it to be viable even in a stress case.
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(62) According to the United Kingdom, it is not the case that 
the State will accept to fully finance and support the 
losses of AssetCo. The United Kingdom points out that 
no guarantee has been given by the State for the assets of 
AssetCo. The UK authorities however have indicated that, 
[…], further support may be required […]. 

(63) As regards NR’s own contribution to the restructuring, 
the UK authorities point out that the caps on lending and 
the active redemption policy in the initial restructuring 
plan were intended as compensatory measures instead of 
own contribution. With regard to the cap on mortgage 
lending, the United Kingdom argues that the UK 
mortgage market is capacity constrained due to the 
financial and economic crisis and that the proposed 
increase in lending by BankCo is limited and does not 
adversely affects its competitors. As regards the active 
mortgage redemption programme, it was exacerbating 
the tightness in the supply of mortgages on the UK 
market (accounting for 40 % of the drop in new 
lending). The United Kingdom is of the opinion that 
NR has contributed to the restructuring by the sale of 
its Home Equity Release Mortgage (hereinafter ‘HERM’) 
portfolio for approximately GBP 2,2 billion, the restruc­
turing losses it has borne and […]. 

LIMITING NEGATIVE SPILL-OVER EFFECTS/MEASURES 
LIMITING THE DISTORTION OF COMPETITION 

(64) The United Kingdom indicates in its submission that it 
believes that the increased lending foreseen for BankCo is 
unlikely to have an effect on the mortgage market or 
BankCo’s competitors as capacity is constrained on the 
market. The increase in the lending capacity of BankCo 
would ease these concerns slightly, but will leave enough 
demand for others. The United Kingdom also considers it 
unlikely that BankCo will rapidly increase lending, after 
the split-up and exit from TPO, as it will still need to 
obtain the necessary funding to finance the new lending. 
Finally, the United Kingdom notes that BankCo will have 
no privileged access to the pool of customers remaining 
in AssetCo. 

(65) As regards the amount of aid, the United Kingdom does 
not accept the Commission’s suggestion that this can be 
determined by deducting the market value of AssetCo’s 
assets from their book value. Such a methodology, in the 
opinion of the United Kingdom, would overestimate the 
amount of any aid granted to BankCo. The United 
Kingdom considers that a difference should be made 
between aid granted to BankCo and to AssetCo and 
that aid to AssetCo does not necessarily benefit 
BankCo. The aid amount for BankCo should reflect 
BankCo’s competitive impact on its competitors, 
something which is not reflected in the methodology 
proposed by the Commission. 

(66) With regard to AssetCo, the methodology advanced by 
the Commission, according to the United Kingdom, is 
based on the assumption that the United Kingdom 
would cover the difference between the book value and 
the market value of the assets. This is incorrect as the 
guarantees of the United Kingdom cover the difference 
between the ultimate value of AssetCo’s assets and the 
book value of its liabilities (that is to say, if the assets do 
not yield enough to cover all the liabilities, the United 
Kingdom will cover the difference). 

(67) According to the United Kingdom, the correct 
methodology for estimating the amount of aid granted 
to BankCo is the sum of the book value of any direct 
capital injections plus the value of any ongoing guar­
antees taking into account the fees paid for them plus 
the value of BankCo’s benefit from the high quality 
mortgage book plus the incremental value to BankCo 
of taking over NR’s retail deposit book. 

(68) The amount of aid to AssetCo, according to the United 
Kingdom, is the difference between the total value of the 
aid granted to NR, less the aid granted to BankCo 
through AssetCo. 

5.3. UNITED KINGDOM’S COMMENTS ON THE INTERESTED 
PARTIES’ OBSERVATIONS IN THE OPENING DECISION 

(69) With regard to the concerns of third parties concerning 
the increase in retail deposits, the United Kingdom has 
submitted the following comments. 

(70) According to the United Kingdom, the third party 
comments on pricing of savings products do not take 
into account NR’s depleted retail deposit base following 
the bank run in September 2007. In order to stabilise the 
balance sheet of NR, it should be allowed to build-up its 
retail deposit base. The United Kingdom points out that a 
UK market share cap of 1,5 % on retail deposits is in 
place. This cap will prevent NR from pricing too 
aggressively and will simultaneously limit the impact 
NR will have on the savings market. The United 
Kingdom also submits that NR has not followed an 
aggressive pricing strategy in its retail deposit products, 
evidenced by the fact that NR has not ranked within the 
top 3 in the Moneyfacts savings tables since the 
Competitive Framework was introduced. 

(71) Furthermore, the United Kingdom argues that setting any 
further limits on pricing of its savings products would 
prevent NR from obtaining the funding necessary to 
support planned new lending. It would also threaten 
NR’s ability to satisfy its obligations under TPO and 
would prevent NR from reacting to events that would 
negatively effect its funding position.
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(72) As regards the Competitive Framework, in place since 
31 March 2008, the UK authorities have indicated that 
the behavioural constraints in the Framework sufficiently 
limit NR in the way it competes on the UK markets. 

5.4. UNITED KINGDOM’S COMMENTS ON THE INTERESTED 
PARTIES’ OBSERVATIONS IN THE EXTENSION DECISION 

(73) To address the concerns of the Commission set out in 
the extension decision and the comments provided by 
third parties, the UK authorities have altered the 
amended restructuring plan. Those changes have been 
set out in more detail in section 2.2 of this Decision 
(recitals 27, 28 and 29). 

6. ASSESSMENT 

6.1. EXISTENCE OF AID 

(74) The Commission must assess whether the measures 
introduced or modified by the amended restructuring 
plan constitute State aid. Article 87(1) of the Treaty 
provides that any aid granted by a Member State or 
through State resources in any form whatsoever which 
distorts or threatens to distort competition by favouring 
certain undertakings or the production of certain goods 
is, insofar as it affects trade between Member States, 
incompatible with the common market. 

(75) With regard to the measures already approved by the 
Commission as rescue aid in its two previous decisions 
pertaining to this case (namely measures (i), (ii) and (iii) 
as mentioned in recital 30); the guarantees on retail and 
wholesale deposits and the BoE/HMT liquidity facility), 
the Commission has already concluded that those 
measures constitute State aid in favour of NR. The 
Commission also observes that BankCo is to have 
access to the schemes the United Kingdom has 
introduced for banks during the financial crisis and 
which have already been approved by the Commission 
to the extent that those schemes are still in force after the 
split-up ( 30 ). 

(76) The measures that have to be assessed in this Decision in 
order to determine whether they constitute State aid have 
already been described in recital 30 of this Decision. The 
relevant measures are for NR measures (iv) and (v), for 
BankCo measures (vi), (vii) and (viii) and, for AssetCo, 
measures (ix)-(xii). 

STATE RESOURCES 

(77) All those measures are financed through State resources 
as the measures consist of government loans, grants and 
guarantees financed by the State ( 31 ). 

SELECTIVITY 

(78) The Commission also has to assess whether the measures 
confer a selective advantage on the beneficiary or bene­
ficiaries of the aid. The measures concerned are selective 
as they solely benefit NR, BankCo and AssetCo. 

ADVANTAGE 

(79) The measures confer an advantage on the economic 
activity of NR as carried on by it until the split-up and 
its successors BankCo and AssetCo thereafter. 

(80) NR will profit from the retroactive application of the 
lower fees for the BoE/HMT liquidity facility and the 
subsequent reimbursement of GBP 156,4 million to NR 
after Commission approval (measure (iv)). This confers an 
advantage on NR as those fees are below the market 
price. 

(81) NR also draws significant advantages from the 
commitment of HMT to FSA that it will operate above 
capital requirements (measure (v)) since, as a result, the 
FSA: (1) did not require NR to be recapitalised after 
nationalisation, (2) allowed NR to include Tier-2 capital 
in its regulatory capital position in June 2008 and (3) has 
subsequently allowed it to operate below regulatory 
capital requirements from July 2009 onwards until the 
split-up. 

(82) As regards the measures in favour of BankCo, the 
Commission has already concluded that the retail 
deposit guarantee (measure (vi)) confers an advantage 
on its beneficiary, in this case BankCo, when approving 
it as rescue aid to NR. Although the guarantee will be 
lifted […], the advantage for BankCo still remains for the 
time the guarantee continues to be effective. The change 
in the fee which will be paid by BankCo is not in line 
with market conditions. In this respect, the CDS spread 
of NR is significantly above 50 bps. It must therefore be 
concluded that the measure confers an advantage on 
BankCo.
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a capital injection of BankCo after the split-up.



(83) As regards the continuation of the wholesale guarantees 
for BankCo after the split-up until 31 December 2010 
(measure (vi)), the Commission has already concluded 
that it constituted an advantage when approving it as 
rescue aid to NR. As regards the changes in the fee, 
upon the split-up, BankCo will pay a remuneration 
which is in line with the remuneration paid by other 
banks in the context of the UK CGS. As the remu- 
neration accepted by the Commission in the CGS is 
below market price (but in line with the European 
Central Bank recommendations) this confers an 
advantage on BankCo. 

(84) Furthermore, the capital injection of GBP 1,4 billion in 
the form of ordinary shares into BankCo (measure (vii)) 
confers an advantage on it, since, without that capital, 
BankCo could not start its activities. 

(85) The contingent liquidity facility of GBP 1,5 billion 
provided to BankCo (measure (viii)) confers an 
advantage as it will give BankCo another source of 
liquidity which is not available to other banks. The 
contingent liquidity facility is intended to provide 
BankCo with sufficient sources of funding until it is 
sold by the United Kingdom or other lines of funding 
are identified. 

(86) With regard to AssetCo, the Commission concluded in 
the opening and extension decisions that the wholesale 
guarantees (measure (ix)) constitute State aid. The 
extension of the wholesale guarantee […] therefore 
entails a further advantage on AssetCo. 

(87) The Commission has already concluded in its previous 
decisions ( 32 ) that the BoE/HMT liquidity facility 
constituted State aid. That conclusion also applies in 
the new circumstances of an increase in the amount of 
State lending to AssetCo by up to GBP 10 billion and the 
increase of its tenor to beyond 2020 (measure (x)). As 
regards the remuneration paid for the facility, AssetCo 
will pay a lower remuneration for it (LIBOR + [10-60] 
bps, compared to BoE base rate + 150 bps + 10 bps 
facility fee previously), which is below the market price 
and therefore confers an advantage on AssetCo. 
Furthermore, BankCo will benefit from the increase of 
the BoE/HMT liquidity facility as a significant amount 
of the increase will be transferred from AssetCo to 
BankCo as cash. 

(88) The proposed capital injection into AssetCo of GBP 1,6 
billion (measure (xi)) in the form of a debt for equity 
conversion confers an advantage on AssetCo. 

(89) Furthermore, the working capital facility of GBP 2,5 
billion (measure (xii)) will benefit AssetCo as it will 
have adequate liquidity […] to fulfil its obligations as 
they become due. AssetCo will pay 1 month 
LIBOR + [10-60] bps for the facility, which is well 
below the market rate since AssetCo is a bank with 
nearly no capital. 

(90) Finally, the market economy investor principle does not 
apply to these measures since they follow several rescue 
aid measures in favour of NR. In addition, if it were 
applicable, that test would not be fulfilled as no market 
economy investor would take all those measures in order 
to facilitate the split-up of BankCo and […] AssetCo. No 
market economy operator placed in a similar situation as 
the State would have been able to maintain the economic 
activity (of NR) without realizing a significant capital 
increase (the FSA relaxed its normal capital requirements 
only because the State committed to provide capital). 
Taking into consideration the situation on the markets, 
it would not be possible for a market operator to obtain 
such financing. This is confirmed by the proposals 
offering to buy NR submitted by both Virgin and the 
management of NR in February 2008 and which were 
described in more detail in the opening decision. Both 
offers relied on the continuance of State aid measures, 
indicating that without State aid no private investor 
would have been ready to purchase NR. 

DISTORTION OF COMPETITION AND EFFECT ON TRADE 
BETWEEN MEMBER STATE 

(91) It is also concluded that measures (iv)-(xii) in recital 30 
are able to distort competition and affect trade between 
Member States. 

(92) The measures allow […] of certain assets of NR, placed 
in AssetCo, which is a condition necessary for the 
creation of BankCo and implementation of its business 
plan. BankCo, as NR’s successor, will be able to continue 
NR’s activities unburdened by possible impairments on 
the lower quality assets, since the latter remain in 
AssetCo’s balance sheet. As a result, BankCo has an 
advantage over its competitors that are faced with 
impairments on lower quality assets, which they have 
to absorb, limiting the capital available for new 
lending. BankCo, in contrast, will not have its capital 
base diminished by these impairments and the decreasing 
value of its mortgage portfolio. This is an advantage 
considering the current high cost of borrowing on the 
financial markets. In addition, BankCo will have a lot of 
cash to fund new lending. It is therefore concluded that 
measures (iv)-(xii) in recital 30 lead to a distortion of 
competition.
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(93) BankCo will also be a bank competing on, amongst 
others, the UK retail deposit market and the UK 
mortgage lending market. In those two markets, some 
competitors are subsidiaries of foreign banks. The 
measures are therefore able to affect trade between 
Member States. 

IDENTIFICATION OF THE BENEFICIARY OF THE AID 

(94) The Commission notes that the United Kingdom intends 
to introduce new aid measures and to amend existing 
ones. Those measures will enable the split-up of NR 
into two legal entities, BankCo and AssetCo. Without 
the aid provided to AssetCo, it would not be possible 
to transfer the loan portfolio of NR to it. As a result of 
the aid to AssetCo, BankCo is able to continue the 
economic activity of NR, being freed from the burden 
of the majority of NR’s loan portfolio that will remain in 
AssetCo. In addition it will receive a large amount of 
cash from AssetCo (which it in turn has received from 
the State). BankCo can therefore be considered as the 
beneficiary of all the State measures, including those in 
favour of AssetCo. 

(95) Under the amended restructuring plan, AssetCo will carry 
out only limited lending required by existing contractual 
obligations, thus limiting the situations where it is in 
competition with other banks to the minimum. Its 
banking license will be withdrawn after the split-up, 
after which it will continue to operate under a 
mortgage lender’s license. This will enable it to operate 
under lower regulatory capital requirements (1 %) 
compared to banks. AssetCo will, according to the UK 
authorities, only realise its assets as they mature or by 
selling them on the market. AssetCo will use the 
proceeds of those sales to repay its debts as they 
become due and fund its ongoing operational costs as 
well as any retained historic liabilities. 

(96) In order to facilitate […], AssetCo will undertake 
economic activities, such as the sale of its assets and 
debt management on its portfolio. Furthermore, […] 
will for a period of time (until the end of 2010 at the 
latest) provide services to […]. This is necessary, since 
after the split-up […] will lack certain operational 
functions that remain with […] such as mortgage 
servicing (post completion), debt management and IT 
infrastructure and support. Those services will be 
provided by […] to […] on a commercial basis (that is 
to say, […] will pay a fee to […]) and at arm’s length. 
[…] It is therefore concluded that AssetCo will continue 
to carry out some limited economic activities after the 
split-up and thus is to be considered as a beneficiary of 
the aid measures. 

(97) With regard to NR, prior to the intended split-up, NR has 
been able to continue to operate aided by guarantees on 
its retail and wholesale deposits, a government liquidity 
facility and the commitment by the UK authorities to the 
FSA that they would ensure that NR would operate 
above regulatory capital requirements. This commitment 
from the United Kingdom has allowed NR to operate 
temporarily below regulatory requirements until the 
split-up. NR is therefore the beneficiary of those 
measures. As indicated above in recital 92, the 
economic activities of NR will be continued by BankCo. 

CONCLUSION 

(98) On the basis of the foregoing, it is concluded that 
measures (iv)-(xii) in recital 30 constitute State aid. 

6.2. AMOUNT OF AID 

(99) As regards the amount of the aid, the UK authorities 
have made several submissions on how the aid amount 
should be calculated in their responses to the opening 
decision and the extension decision. With regard to the 
suggestion forwarded by the United Kingdom regarding 
the aid amount in the opening decision, the Commission 
observes that those submissions are partly based on the 
aid measures contained in the initial restructuring plan. 
The suggestions forwarded by the United Kingdom 
including the use of CDS spreads and spreads on subor­
dinated debt, also fail to take into account that those 
spreads already take into account the State aid granted 
to NR and its subsequent nationalisation. Those spreads 
therefore do not reflect the intrinsic risk of NR, absent 
the significant State support. 

(100) With regard to the United Kingdom’s suggestions 
concerning how to calculate the amount of aid in its 
response to the extension decision, the Commission 
notes that those suggestions do not seem to take into 
account the current situation on the financial markets. 

(101) In that context, none of the parties contest that NR and 
its successors have received and will receive a very 
considerable amount of aid, which reflects the need for 
a far-reaching restructuring and which warrants a very 
significant reduction of its market presence.
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6.3. COMPATIBILITY OF THE AID 

6.3.1. LEGAL BASIS FOR THE COMPATIBILITY ASSESSMENT 

(102) As indicated in the extension decision (section 4.2.1), the 
Commission did not apply Article 87(3)(b) of the Treaty 
in its decision of 5 December 2007 with regard to the 
rescue aid granted to NR ( 33 ) or in the opening decision. 
Indeed, the aid granted at that time did not seem to 
tackle a disturbance in an entire Member State, but 
instead specifically aimed to address individual 
problems specific to the situation of NR ( 34 ). In such 
circumstances and in accordance with the case law ( 35 ), 
the Commission concluded that Article 87(3)(b) of the 
Treaty was not applicable. 

(103) However, since then, the Commission has acknowledged 
that the global financial crisis can create a serious 
disturbance in the economy of Member States and that 
measures supporting banks are apt to remedy this 
disturbance in its Communication on the application of 
State aid rules to measures taken in relation to financial 
institutions in the context of the current global financial 
crisis ( 36 ) (hereinafter ‘Banking Communication’), its 
Communication on the recapitalisation of financial insti­
tutions in the current financial crisis: limitation of aid to 
the minimum necessary and safeguards against undue 
distortions of competition ( 37 ) (hereinafter ‘Recapitali­
sation Communication’), the IAC and its Communication 
on the return to viability and the assessment of restruc­
turing measures in the financial sector in the current 
crisis under the State aid rules (hereinafter ‘Restructuring 
Communication’) ( 38 ). For the United Kingdom this was 
confirmed in the Commission’s various approvals of the 
measures undertaken by the United Kingdom to combat 
the financial crisis ( 39 ). Therefore, as indicated in the 

extension decision, the legal basis for the assessment of 
the aid measures should be Article 87(3)(b) of the Treaty. 

6.3.2. COMPATIBILITY ASSESSMENT 

(104) The Commission has established that NR, BankCo and 
AssetCo will benefit from several State aid measures. 
Those measures are of different types. The split-up of 
NR is comparable to an impaired asset measure, while 
the capital injections are recapitalisations. Before 
assessing the final restructuring plan submitted by the 
United Kingdom which includes those measures, the 
Commission will first assess the split-up of NR in the 
context of the IAC and the recapitalisations in light of 
the Recapitalisation Communication with a view of 
verifying whether they are in line with those Communi­
cations. 

The application of the IAC 

(105) In the extension decision the Commission indicated that 
the split-up of NR could be seen as a kind of asset relief 
measure benefitting the economic activities of NR that 
remain on the market through BankCo. The United 
Kingdom submitted a number of observations in that 
respect in its comments on the extension decision. In 
particular it pointed out that NR has been 100 % 
nationalised, that the plan of the split-up was only 
conceived at a later stage and that prior to the split-up 
the assets are government-owned. Those facts however, 
do not prevent the application of the IAC, as the effect of 
the aid measures undertaken by the United Kingdom 
have resulted in the creation of a bank (BankCo) that 
is relieved from the impaired assets of its predecessor 
(NR). 

(106) The specific conditions applying to asset relief measures 
are laid down in the IAC ( 40 ). Pursuant to section 5.2 of 
the IAC, an asset relief measure requires ex-ante trans­
parency and should provide for adequate burden-sharing 
followed by the correct valuation of the eligible assets
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Freistaat Sachsen and Volkswagen AG v Commission [1999] ECR 
II-3663, paragraph 167. This approach has been applied in 
Commission Decision 98/490/EC in Case C 47/96, Crédit Lyonnais 
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( 36 ) Banking Communication (OJ C 270, 25.10.2008, p. 8). 
( 37 ) Recapitalisation Communication (OJ C 10, 15.1.2009, p. 2). 
( 38 ) Restructuring Communication (OJ C 195, 19.8.2009, p. 9). 
( 39 ) See amongst others Commission Decisions in Case N 507/08, 

Financial support measures to banking sector in the UK (OJ C 290, 
13.11.2008, p. 1), Commission Decision in Case N 650/08, Notifi­
cation of modifications to the financial support measures to the banking 
industry in the UK (OJ C 54, 7.3.2009, p. 3) and Commission 
Decision in Case N 193/09, Extension of credit guarantee scheme 
(CGS) (OJ C 145, 25.6.2009, p. 3). 

( 40 ) IAC provides criteria to assess an asset relief measure in both rescue 
and restructuring scenarios. In a rescue scenario, when a temporary 
measure which is limited in amount is needed for the bank to 
tackle the crisis, it is assumed that the bank can return to 
viability once the situation in the markets stabilizes and that this 
does not necessitate any structural adjustments or restructuring. 
Conversely, in the cases where the bank needs significant 
amounts of aid or cannot provide for adequate burden sharing, a 
‘far reaching restructuring’ of the bank is necessary. In the latter 
case, section 6 of the IAC lays down more specific requirements 
with regard to the burden-sharing condition.



and the correct remuneration of the State for the asset 
relief measure to ensure shareholders’ responsibility. 

(107) Ex-ante transparency implies a clear identification of the 
assets and exposure. This is necessary to identify the 
amount of aid in the asset relief measure and to 
ascertain whether the aid is needed to address a 
temporary problem or whether the bank in question is 
technically insolvent. 

(108) Concerning the valuation of the impaired assets, point 38 
of the IAC provides that where the valuation of assets 
appears particularly complex, alternative approaches may 
be considered such as the creation of a ‘good bank’ or 
public ownership of a bank (including nationalisation). In 
the latter scenario no ex-ante valuation of assets is 
needed insofar as the valuation is carried out over time 
in the context of restructuring or liquidation. 

(109) NR was indeed nationalised giving the United Kingdom, 
as NR’s owner, the opportunity to review and investigate 
all assets of NR. 

(110) According to the IAC, the objective of valuation is to 
calculate the amount of aid and thus the level of 
competition distortion for the purposes of determining 
how far-reaching the restructuring should be. In this case, 
the restructuring can be considered as ‘very’ far-reaching. 
An ex-ante valuation of assets would, in this case, not 
lead to the imposition of additional requirements by the 
Commission concerning the depth of the restructuring. 

(111) In view of those two elements, valuation prior to the 
split up is not necessary. As regards the valuation of 
the assets over time, the […] will lead to a valuation 
of those assets by the market over time. 

(112) Point 41 of the IAC states with regard to the transfer 
value of the impaired assets that the transfer value for 
asset purchase or asset insurance measures should be 
based on their real economic value. Moreover, adequate 
remuneration for the State must be secured. Where 
Member States deem it necessary — notably to avoid 
technical insolvency — to use a transfer value of the 
assets that exceeds their real economic value, the aid 
element contained in the measure is correspondingly 
larger. It can only be accepted if it is accompanied by 
far-reaching restructuring and the introduction of 
conditions allowing the recovery of this additional aid 

at a later stage, for example through claw-back 
mechanisms. The transfer of the assets from NR to 
AssetCo will occur at book value. The real economic 
value of the assets as a result of impairments is lower 
than the transfer value. Therefore the asset relief effect is 
considerable as BankCo is not burdened by those losses. 
In accordance with point 41 of the IAC, a far-reaching 
restructuring of the bank is consequently required. 

(113) In this context, it is undisputable that without the aid NR 
would have been technically insolvent. NR was 
nationalised when the United Kingdom’s attempt to sell 
NR to third parties failed. This is furthermore evidenced 
by the waivers obtained by NR from the FSA, firstly to 
include all its Tier-2 capital to its regulatory capital 
position and subsequently to operate below regulatory 
capital requirements. From the submission of the UK 
authorities it appears that if the bank was not split-up, 
a capital injection of at least GBP 6 billion (for 
comparison, before the crisis, the bank’s capital was 
less than GBP 2 billion) would be necessary for the 
bank to be viable. Without the State intervention, the 
split-up of NR and the subsequent continuation of its 
economic activities by BankCo would not have been 
possible. The fact that the majority of NR’s assets 
remain in AssetCo allows BankCo to avoid the losses 
on those assets and the subsequent depletion of its 
capital. 

(114) The conditions of point 41 of the IAC are fulfilled as a 
far-reaching restructuring is achieved ( 41 ) since NR 
economic activities continued by BankCo will be 
reduced by over 75 %. Furthermore, the United 
Kingdom nationalised the bank in February 2008, and 
therefore owns 100 % of the shares. By relieving the 
good bank of the bad mortgages, the State increases 
the value of the good bank, which it plans to sell 
within […]. As a result the benefit from the asset relief 
will at least partially be captured by the State in the form 
of a higher sale price of the good bank. 

(115) As regards the burden-sharing of the costs related to the 
impaired assets between the State, shareholders and 
creditors, both the former shareholders and the hybrid 
capital holders will contribute to the restructuring of the 
bank to the greatest extent possible as the former have 
been wiped-out (i.e. lost a substantial amount of their 
investment) as a result of NR’s nationalisation. The 
hybrid capital holders will […] AssetCo. As a conse­
quence they will not receive coupons that are discre­
tionary and […]. Additional burden-sharing is therefore 
not required (see also recitals 150 and 151).
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(116) With regard to the remuneration paid for the asset relief, 
the IAC requires that banks must pay some form of 
remuneration for the capital relief achieved by impaired 
assets measures. The objective of a mandatory remu- 
neration is two-fold: to ensure burden-sharing and to 
minimise the distortion of competition. In this case, 
burden-sharing is achieved due to the nationalisation of 
NR (see also recitals 148 and 149). As to the second 
objective, the distortion of competition can be considered 
as minimised as a result of the considerable down-sizing 
of NR in the context of the in-depth restructuring (see 
also recitals 156 et seq). Furthermore, any benefit which 
BankCo may enjoy as a result of the asset relief measure 
will be at least partially recuperated through a higher sale 
price. In such exceptional conditions, it is acceptable that 
the proceeds of the sale of the bank is a form of remu- 
neration for the State to the extent that it diminishes the 
total rescue costs. 

(117) The impaired assets remaining in AssetCo will be 
managed exclusively by AssetCo, which will be separate 
and organisationally independent from BankCo. 

(118) It is therefore concluded that, in view of the far-reaching 
restructuring foreseen, the asset relief in favour of 
BankCo is in conformity with the IAC. 

The application of the Recapitalisation Communi­
cation 

(119) Recapitalisations are foreseen for both BankCo and 
AssetCo. According to the Recapitalisation Communi­
cation, adequate remuneration should be paid for the 
recapitalisations. 

(120) In the case of BankCo, it will receive a GBP 1,4 billion 
capital injection in the form of ordinary shares. As 
regards the remuneration to be paid for the ordinary 
shares, the United Kingdom will already be a 100 % 
shareholder in BankCo at the time of the split-up. A 
further capital injection in the form of ordinary shares 
will not change the shareholding of the United Kingdom 
in BankCo. As already observed with regard to the asset 
relief measure in recital 114, the United Kingdom has 
nationalised NR and therefore owns 100 % of the shares. 
Furthermore, the injected funds will be at least partially 
recovered through the remuneration of the shares and 
the sale of BankCo. 

(121) AssetCo will need a capital injection of GBP 1,6 billion 
only in a stress case scenario. It will not pay a fee for the 

recapitalisation, if it occurs. As AssetCo […], it will sell 
assets on the market. It will use the proceeds of those 
sales to pay back the State, which is one of its senior 
creditors by virtue of the BoE/HMT liquidity facility. The 
proceeds will not benefit the economic activity of 
AssetCo. Therefore, the remuneration of the State is 
inherent […]. 

(122) Consequently, it is concluded that the recapitalisations 
are in line with the Recapitalisation Communication. 

The application of the Restructuring Communication 

(123) The Restructuring Communication sets out the State aid 
rules applicable to the restructuring of financial insti­
tutions in the current crisis. According to the Restruc­
turing Communication, in order to be compatible with 
Article 87(3)(b) of the Treaty, the restructuring of a 
financial institution in the context of the current 
financial crisis has to: 

(i) lead to a restoration of the viability of the bank; 

(ii) include sufficient own contribution by the bene­
ficiary (burden-sharing); 

(iii) contain sufficient measures limiting the distortion of 
competition. 

(i) Restoration of long-term viability 

(124) Points 9, 10 and 11 of the Restructuring Communication 
state that the Member State should provide a compre­
hensive and detailed restructuring plan which should 
provide complete information on the business model. 
The plan should also identify the causes of the difficulties 
faced by a financial institution and alternatives to the 
restructuring plan proposed. 

(125) The information submitted by the United Kingdom meets 
the requirements of the Restructuring Communication as 
it provides information on the difficulties faced by NR, 
the cause of the difficulties and information on the 
business model of BankCo. 

(126) In its extension decision the Commission indicated that it 
appeared that BankCo will be a viable bank after the 
split-up. However as it had not received a business 
plan effectively demonstrating the viability of BankCo, 
it could not reach a conclusion in that respect. The 
United Kingdom submitted a detailed business plan on 
10 June 2009.
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(127) According to the business plan, BankCo will be a viable 
bank after the split in both base and stress case scenarios. 
It will start with a considerably smaller balance sheet of 
GBP [21-24] billion, compared to NR GBP (GBP 104,3 
billion at the end of 2008), which will grow to GBP [31- 
34] billion in 2013. The balance sheet contains high 
quality assets (GBP [9-12] billion of cash and unen­
cumbered mortgages worth GBP [7-11] billion). The 
mortgage portfolio transferred to BankCo will have an 
average LTV of [62-67] %. BankCo’s liabilities consist 
mainly of NR’s retail deposits (GBP 19,3 billion) and 
very limited wholesale deposits (GBP [1-3] billion). 

(128) BankCo’s commercial strategy will be more conservative 
than NR’s. It will solely focus on the UK retail market. 
BankCo will operate as a mortgage and savings bank. Its 
risk appetite will be conservative, in line with its 
commercial strategy. BankCo will target a single A/P1 
rating. 

(129) As regards BankCo’s presence on the UK savings- and 
mortgage market, BankCo will not increase its presence 
on the market. As a result of the restructuring, BankCo 
will be one third of NR’s original size. Its new lending 
will be limited to GBP 9 billion in 2010 compared to 
GBP 32,2 billion in 2007, which represents a market 
share of approximately 1,5 %. BankCo’s market share 
of gross lending will be around [3-6] % compared to 
9,7 % before the State intervention. 

(130) The funding used for writing residential mortgage loans 
will predominantly be based on retail deposits, starting 
with approximately [92-95] % of total funding being 
deposits in 2009 decreasing to a minimum of around 
[68-71] % in 2013 (compared to less than 30 % before 
the crisis). BankCo’s reliance on wholesale funding will be 
limited to approximately [22-35] % of its mortgage 
assets. 

(131) Also, BankCo’s targeted weighted average LTV as regards 
new lending will be < [68-71] %, with no loans going 
above [94-97] % LTV. It will focus on residential, owner- 
occupied, lending (around […] % of total lending) and 
will also undertake some buy-to-let lending (around 
[…] %). It will no longer market the Together products 
(mortgages with LTV […] 125 % combined with an 
unsecured loan) and will not carry out commercial 
lending. BankCo’s lending, not taking into account any 
behavioural commitments, will be constrained by its 
reliance on retail deposits to fund its lending. BankCo 
intends to lend GBP [6-9] billion in 2010 and GBP [6-8] 
billion annually in 2011, 2012 and 2013. 

(132) BankCo, according to the business plan submitted by the 
United Kingdom, is expected to return to profitability in 
[…] with net interest income in a base case increasing 
from GBP […] million in 2009 to GBP […] million in 
2013, a profit (loss) after tax of approximately -GBP […] 
million in 2009 increasing to GBP […] million in 2013 
and a return on equity (hereinafter ‘ROE’) after tax of 
-[…] % in 2009 increasing to around [9-12] % in 
2013. In a stress case the net interest income would 
increase from GBP […] million in 2009 to GBP [0,1- 
0,6] million in 2013, the profit (loss) after tax would 
go from -GBP […] million in 2009 to GBP […] 
million in 2013 and the ROE would go from -[…] % 
in 2009 to around […] % in 2013. Furthermore, 
according to the United Kingdom, those figures are not 
above the average generated by building societies, 
BankCo’s main competitors. 

(133) As regards its regulatory capital position, BankCo will be 
sufficiently capitalised through the GBP 1,4 billion recap­
italisation after the split-up. This, together with the 
considerable amount of cash it receives, will result in a 
Tier-1 capital ratio of over [48-53] % at the time of the 
split-up, decreasing to around [16-21] % in 2013 as 
BankCo will have increased its lending by using the 
large amount of cash received and by raising new 
funding. BankCo is also sufficiently capitalised […]. 
According to the business plan, BankCo can […] of 
GBP […] billion-GBP […] billion in a severe scenario- 
while remaining viable. 

(134) Finally as regards liquidity, BankCo intents to maintain a 
liquidity ratio (cash over assets) of above [19-22] % in 
2009-2013, which according to the United Kingdom is 
in line with the ratio maintained by building societies 
and above the average for more diversified UK banks 
(liquidity ratio between 5-10 %). The core liquidity held 
by BankCo will cover [17-20] % of retail deposits and 
around [3-6] months of wholesale maturities. 

(135) The plan also contains information on the exit of 
BankCo out of TPO, which will have as a consequence 
the possibility for the State to recover part or all the 
money injected in NR, BankCo and AssetCo. 

(136) On the basis of the foregoing, the Commission’s 
remaining doubts on the viability of BankCo have been 
allayed. This conclusion is in line with the Commission’s 
initial assessment and the comments received from third 
parties in the context of the extension decision.
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(ii) Own contribution/burden-sharing 

(137) The Restructuring Communication indicates that an 
appropriate contribution by the beneficiary is necessary 
in order to limit the aid to a minimum and to address 
distortions of competition and moral hazard. To that 
end: (a) both the restructuring costs and the amount of 
aid should be limited and (b) a significant own 
contribution is necessary. 

(138) The principles on the own contribution of the beneficiary 
bank in the restructuring phase are laid down in section 
3 of the Restructuring Communication. It requires (i) that 
the restructuring aid is limited to the minimum to cover 
costs necessary for restoring viability; (ii) that the bene­
ficiary bank should use to the extent possible its own 
resources to finance restructuring, for example, through 
the sale of assets and (iii) that the costs associated with 
the restructuring are also adequately borne by those who 
invested in the bank by absorbing losses with available 
capital and by paying an adequate remuneration for State 
interventions. The objective of burden sharing is twofold: 
to limit distortions of competition and to address moral 
hazard ( 42 ). 

Limitation of restructuring costs 

(139) The Commission’s doubts on whether the aid is limited 
to the minimum necessary to restore long-term viability 
of NR (BankCo) have been allayed (see also recital 141). 
Indeed, the final restructuring plan does not foresee any 
new lending above pre-crisis levels or any acquisitions of 
new businesses. 

(140) The cash transferred to BankCo by AssetCo at the split- 
up will mainly be used to achieve a lending target in 
2010 of GBP [6-9] billion. The United Kingdom 
considers that achieving this level of lending is 
necessary to stabilise the UK mortgage market, which 
has been suffering from supply constraints (notably as 
a result of NR’s negative net lending due to its active 
mortgage redemption programme), thereby amplifying 
the fall in UK house prices. BankCo’s lending target for 
2011 will also decrease to GBP [6-8] billion. Taking this 
into account, the restructuring costs are limited to the 
minimum necessary. 

Limitation of the amount of aid, significant own contribution 

O w n c o n t r i b u t i o n 

(141) In designing the restructuring plan, the United Kingdom 
has opted for a solution that requires less aid than 
foreseen in the initial restructuring plan. As mentioned 
in recital 23, the alternative to the split-up of NR would 
have been a continuation of NR, which would have 
required a capital injection of at least GBP 6 billion 
(compared to a maximum of GBP 3 billion in a stress 
case in the final restructuring plan). Through the split-up, 
less capital is needed for BankCo and AssetCo combined, 

since AssetCo will operate solely as a mortgage lender 
and as a result will be subject to lower regulatory capital 
requirements compared to a regular bank. The split-up 
therefore limits the aid necessary to ensure NR’s viability. 

(142) Furthermore, as a result of the split-up, the mortgage 
portfolio of BankCo will have a LTV ratio that will be 
higher than that of most of the building societies, which 
can be considered its closest rivals, and BankCo’s ROE 
will remain significantly below that of UK banks and 
building societies until 2013. 

(143) Furthermore, in the prevailing market conditions the 
results of stress tests have to be taken into account to 
ascertain the viability of the bank ( 43 ). In this context, the 
UK authorities have confirmed that the GBP 1,4 billion 
for BankCo is the FSA’s minimum regulatory capital 
requirement. Furthermore, BankCo […]. The United 
Kingdom has demonstrated that if more impaired assets 
were to be transferred to BankCo, this would need to be 
counterbalanced by an additional capital injection to be 
provided by the State in order not to jeopardize long- 
term viability of the bank whilst maintaining limited 
lending to the real economy. 

(144) The restructuring costs are borne by the bank itself to the 
greatest extent possible through the redemption and the 
disposal of assets. Firstly, NR limited the amount of aid 
needed by actively inciting existing customers to redeem 
their loans and refinance them with competitors in the 
period from April 2008 until early 2009. Through this, 
NR has lost high quality customers, that is to say, those 
which have been able to find a bank ready to lend to 
them. The proceeds resulting from the active mortgage 
redemption programme have been used to repay the 
State. As a result, the BoE/HMT liquidity facility 
decreased from GBP 27 billion (end of 2007) to 
GBP 14,5 billion (30 June 2009). 

(145) Secondly, NR has sold its HERM portfolio for 
approximately GBP 2,2 billion. This measure generated 
funds which have been used to pay back part of the 
BoE/HMT liquidity facility. The inflow of funds is 
certain as the measure has already been realised. 

(146) NR has also reduced the aid necessary by originating a 
very low amount of new mortgages in 2008 and 2009 
(GBP 3 billion and GBP 1,3 billion until 30 June 2009 
respectively compared to GBP 32,3 billion in 2007).
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(147) In the light of foregoing, it is concluded that the 
Commission’s doubts regarding the aid being limited 
have been allayed and that the own contribution of NR 
is sufficient. 

B u r d e n - s h a r i n g 

(148) As regards burden-sharing, the Restructuring Communi­
cation requires that the restructuring costs are not only 
borne by the State but also by a bank’s past investors 
and former shareholders. 

(149) With regard to NR, the bank was nationalised and its 
former shareholders will only be compensated on the 
basis of the value of the company without any State 
support ( 44 ). As a consequence, this compensation is 
likely to be close to zero. This means that the former 
shareholders have been wiped-out and thus can be 
considered as having sufficiently supported the conse­
quences of the failure of NR. 

(150) Furthermore, NR’s subordinated debt holders will remain 
with AssetCo. This means that they will be compensated 
through the amounts that are recovered from AssetCo’s 
assets. As subordinated debt holders, […]. The State, on 
the other hand, will be a senior creditor by virtue of the 
loans (BoE/HMT liquidity facility and the working capital 
facility) it has provided to AssetCo. Therefore, […]. In 
addition, NR has recently decided to defer coupon 
payments and payments on the principal on cumulative 
Tier-2 and related Tier-1 instruments where it has 
discretion to do so. The United Kingdom has 
furthermore provided a commitment that AssetCo will 
continue to defer those payments after the split-up. […]. 

(151) As a consequence, moral hazard is adequately addressed 
by own contribution of past capital holders in the bank. 

(152) It is therefore concluded that NR and its capital owners 
have contributed to the restructuring to the maximum 
extent. 

(iii) Measures limiting the distortion of competition 

(153) The Commission, in its extension decision, expressed 
doubts as to whether the measures proposed by the 
United Kingdom to limit the distortion of competition 

are sufficient to offset the distortion of competition 
caused by the continued presence of NR’s economic 
activities on the market through BankCo. This concern 
was shared by third parties, which pointed out BankCo’s 
strong position in the UK mortgage and savings market 
and suggested measures remedying the distortion of 
competition caused by BankCo. 

(154) As regards the measures limiting the distortion of 
competition, the Restructuring Communication indicates 
that the Commission has to take into account in its 
assessment the amount of aid, the degree of burden- 
sharing and the position the financial institution will 
have on the market after the restructuring. On the 
basis of that analysis, suitable compensatory measures 
should be put into place. 

(155) The distortions of competition caused by NR are 
significant. NR’s successor BankCo will be well-funded 
and relieved of the burden of the risky lending made 
by NR in the past. In order to keep NR in business 
since September 2007 and to facilitate the split-up, a 
large amount of aid has been and will be necessary. 
However, NR will be a much smaller bank and sufficient 
measures limiting the distortion of competition have 
been put in place by the United Kingdom. 

(156) Firstly, NR will no longer continue as the same economic 
entity as before the State intervention. It has been subject 
to nationalisation and a profound in-depth restructuring. 
As a result, a much smaller bank than NR, BankCo, will 
compete on the UK retail market. After the split-up 
BankCo’s balance sheet will be around [17-22] % of 
NR’s balance sheet in 2007. However, since at the time 
of the split-up, the bank will have a lot of cash and be 
nearly exclusively financed by retail deposits allowing it 
to grow rapidly in the first years, it is fairer to use the 
‘stabilized’ situation at the end of the restructuring period 
in order to assess the magnitude of the downsizing. At 
that time, the balance sheet will be less than [30-35] % 
of the original size of NR in 2007. Concerning the size 
of the bank on the markets after restructuring the market 
share (based on gross new lending) on the residential 
mortgage market will be around [3-6] % (GBP [6-9] 
billion) until 2013 compared to 8 % in 2007 
(GBP 32,2 billion). On the UK retail deposit market, 
BankCo’s share will not exceed 1,5 % until after 2013 
(GBP 23 billion) versus 1,9 % before the bank-run in 
September 2007. This illustrates that BankCo will be a 
relatively small bank, not a market leader. Further 
reducing BankCo’s presence on the UK mortgage and 
savings market would endanger its viability.
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(157) In 2008 and 2009 NR has voluntarily reduced its 
lending to very low levels (GBP 3 billion in 2008 and 
GBP 1,3 billion over the first half of 2009 compared to 
GBP 32,2 billion in 2007, see Table 1) because of the 
caps on its lending provided for in the Competitive 
Framework and by encouraging customers to transfer 
their loans to competitors through its active mortgage 
lending programme. The latter caused the net lending 
over 2008 to decrease by GBP 25,4 billion. In 
conclusion, NR reduced its market presence on the 
mortgage market from the moment the Competitive 
Framework was announced at the end of the first 
quarter of 2008. 

(158) Secondly, the United Kingdom has, compared with the 
amended restructuring plan, taken measures to make 
BankCo’s balance sheet smaller, with less cash and 
more risky assets, by reducing it by approximately GBP 
4 billion. BankCo will have less cash and more and lower 
quality mortgages. With less cash, BankCo will be limited 
in its mortgage lending capacity. The changes made to 
the balance sheet by the United Kingdom contribute to 
addressing the concerns expressed by third parties (see 
section 4.2). 

(159) Thirdly, the United Kingdom has provided the 
Commission with several commitments aimed at 
limiting BankCo’s market presence, which have been 
described in more detail in Section 5.4. Caps on 
BankCo’s retail deposits and mortgage lending have 
been put in place. Those caps will remain in place 
until at least the end of 2011, irrespective of whether 
BankCo exits TPO, and possibly even longer if exit from 
TPO occurs after 2011. The caps limit BankCo’s ability to 
expand aggressively on the market. 

(160) In that context, it is necessary for those caps to remain in 
place even if exit from TPO occurs before 2011, as 
BankCo continues to profit from the State aid granted 
to it and to AssetCo in order to facilitate the split-up of 
NR. The aid provided ensures that BankCo will have a 
good starting position after the split-up. It has been rid 
of the risky lending of the past and has received a 
considerable amount of cash. BankCo will continue to 
benefit from the aid after the split-up. Early exit from 
TPO would not totally compensate for the distortion of 
competition by BankCo, thus justifying that the caps 
remain in place at least until the end of 2011. 

(161) With regard to the concerns raised by third parties as to 
BankCo’s ability to crowd-out competitors through 
aggressive pricing strategies, the United Kingdom has 

given a commitment that BankCo will stay out of the 
Moneyfacts top 3 tables as regards mainstream 
mortgages (excluding mortgages with an LTV ratio 
greater than 80 % or products for first time buyers). 
The Moneyfacts tables include data on the top 5 
mortgages in several segments that are considered to 
be the best buys in the market at a given moment. For 
smaller banks, it is important to be visible in the 
Moneyfacts table as it is an effective way to come into 
contact with customers. The United Kingdom’s 
commitment ensures that BankCo, although still visible, 
cannot offer the best price on the market. Thus, potential 
crowding-out of competitors is limited during the years 
when BankCo is most reliant on State aid. 

(162) Furthermore, the United Kingdom has given a 
commitment to sell BankCo […]. The sale of BankCo 
will allow the State to recover (part of) the funds 
injected into NR. In addition, timely exit from TPO 
ensures that third parties have the possibility to acquire 
BankCo. In that respect, NR’s competitors complained, 
above all, that while in TPO, it is easier for NR to 
attract retail deposits as consumers are aware that the 
bank is State-supported. Putting an end to TPO will 
remove this distortion of competition. 

(163) The United Kingdom has also given a commitment that 
the guarantees on retail and wholesale deposits for 
BankCo will be withdrawn by […]. As a result, BankCo 
will no longer be in a more advantageous position 
compared to its competitors as regards retail and 
wholesale deposits. That commitment therefore 
addresses third party concerns regarding the continuation 
of the guarantees. 

(164) As regards behavioural constraints, BankCo will be 
limited in its activities by an acquisition ban and a ban 
to promote the State guarantees and TPO. Those 
measures will continue until the end of TPO. 

(165) The withdrawal by NR from Denmark can be regarded as 
a measure limiting the distortion of competition, because 
NR and as a consequence BankCo will no longer 
compete on this market. 

(166) Finally, any distortion of competition by AssetCo as a 
result of it continuing to carry out limited economic 
activities is limited, as confirmed by the commitment 
given by the United Kingdom in point (ix) of recital 
29. […], its economic activities will decrease and so 
will the potential distortion of competition.
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M o n i t o r i n g 

(167) Point 46 of the Restructuring Communication indicates 
that, in order to verify that the restructuring plan is being 
implemented properly, detailed regular reports from the 
Member State are necessary. Accordingly, the United 
Kingdom should provide the Commission with such 
reports every six months, starting from the date of this 
Decision. 

7. CONCLUSION 

(168) The continuation of measures (i)-(iii) after the split-up of 
NR as well as measures (iv)-(xii) set out in point 30 are 
considered to be restructuring aid that should be declared 
compatible with Article 87(3)(b) of the Treaty, 

HAS ADOPTED THIS DECISION: 

Article 1 

The following aid which the United Kingdom has implemented 
in favour of Northern Rock, BankCo and AssetCo, is compatible 
with the common market, subject to the conditions set out in 
Article 2: 

(i) the retroactive application of a lower fee on the Bank of 
England liquidity facility which later was novated to the 
UK Treasury (‘the BoE/HMT liquidity facility’) and the 
reimbursement of the excess fees to Northern Rock after 
the split-up of Northern Rock into BankCo and AssetCo; 

(ii) the assurance by the UK Treasury to the Financial Services 
Authority that Northern Rock will operate above regu­
latory capital requirements; 

(iii) the continuation of the State guarantee on the retail 
deposits of BankCo; 

(iv) the continuation of the State guarantee on wholesale 
deposits of BankCo; 

(v) the GBP 1,4 billion recapitalisation of BankCo; 

(vi) the contingent liquidity facility of GBP 1,5 billion for 
BankCo; 

(vii) the continuation of the State guarantee on wholesale 
deposits of AssetCo; 

(viii) the increase of the BoE/HMT liquidity facility by up to 
GBP 10 billion to a maximum of GBP 23 billion; 

(ix) the recapitalisation up to GBP 1,6 billion of AssetCo; and 

(x) the working capital facility of GBP 2,5 billion for AssetCo. 

Article 2 

The conditions referred to in Article 1 shall be as follows: 

(i) there must be full operational separation between BankCo 
and AssetCo as soon as possible and by the end of 2010 
at the latest; 

(ii) new lending by BankCo must be capped to GBP 4 billion 
in 2009, GBP 9 billion in 2010 and GBP 8 billion in 
2011; in the event that BankCo remains in Temporary 
Public Ownership (hereinafter ‘TPO’) after 2011, a 
lending cap of GBP 8 billion must remain in place until 
31 December 2013 or exit from TPO, whichever is earlier; 

(iii) BankCo retail deposit balances across the United Kingdom, 
Ireland and Guernsey must be capped at GBP 20 billion 
until 31 December 2011; in the event that BankCo 
remains in TPO in 2012 and 2013, the retail deposit 
cap must be GBP 23 billion for 2012 and GBP 26 
billion for 2013 or exit from TPO; 

(iv) BankCo, must not rank within the top three Moneyfacts 
mortgage categories for 2- 3-, or 5-year fixed or variable 
mortgages (excluding mortgages with a loan-to-value ratio 
greater than 80 % and products for first time buyers) until 
31 December 2011 or exit from TPO, whichever is earlier; 

(v) the UK government must exit majority ownership of 
BankCo […], in this context, TPO is deemed to be 
exited if the UK has sold at least 50 % + 1 of BankCo’s 
shares to a non State-owned or controlled entity (or 
entities) and the UK has lost control over BankCo 
within the meaning of Regulation (EC) No 139/2004; 

(vi) BankCo […] must give public notice that the UK retail 
deposit guarantee will be released by […] and that the 
wholesale guarantee arrangements related to BankCo will 
be lifted by the United Kingdom by 31 December 2010; 

(vii) existing subordinated debt must remain in AssetCo and no 
principal or coupons is to be paid on subordinated debt 
instruments where AssetCo is contractually able to do so, 
[…];
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(viii) BankCo and AssetCo must not engage in acquisitions of 
shares in other firms or promote the Government 
guarantee arrangements or ownership; 

(ix) AssetCo must not undertake any new economic activities 
apart from the activities necessary to provide operational 
support to BankCo until the operational separation 
between BankCo and AssetCo is completed […]. 

Article 3 

The United Kingdom shall inform the Commission, within two 
months of notification of this Decision, of the measures taken 
to comply with it. Furthermore, the United Kingdom shall, from 

the adoption of this Decision, submit detailed six-monthly 
reports on the measures taken to comply with it. 

Article 4 

This Decision is addressed to the United Kingdom of Great 
Britain and Northern Ireland. 

Done at Brussels, 28 October 2009. 

For the Commission 

Neelie KROES 
Member of the Commission
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