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(Non-legislative acts)

INTERNATIONAL AGREEMENTS

COUNCIL DECISION 2011/361/CFSP
of 20 December 2010

on the signing and conclusion of the Agreement between the European Union and the Republic of
Serbia establishing a framework for the participation of the Republic of Serbia in European Union
crisis management operations

THE COUNCIL OF THE EUROPEAN UNION,

Having regard to the Treaty on European Union, in particular
Article 37 thereof,

Having regard to the Treaty on the Functioning of the European
Union, in particular Article 218, paragraphs 5 and 6 thereof,

Having regard to the proposal of the High Representative of the
Union for Foreign Affairs and Security Policy (‘the HR’),

Whereas:

(1)  Conditions regarding the participation of third States in
European Union crisis management operations should be
laid down in an agreement establishing a framework for
such possible future participation, rather than defining
those conditions on a case-by-case basis for each
operation concerned.

(2)  Following the adoption of a Decision by the Council on
26 April 2010 authorising the opening of negotiations,
the HR negotiated an agreement between the European
Union and the Republic of Serbia establishing a
framework for the participation of the Republic of
Serbia in European Union crisis management operations
(‘the Agreement).

(3)  The Agreement should be approved,

HAS ADOPTED THIS DECISION:

Article 1

The Agreement between the European Union and the Republic
of Serbia establishing a framework for the participation of the
Republic of Serbia in the European Union crisis management
operations is hereby approved on behalf of the Union.

The text of the Agreement is attached to this Decision.

Article 2

The President of the Council is hereby authorised to designate
the person(s) empowered to sign the Agreement in order to
bind the Union.

Article 3

This Decision shall enter into force on the date of its adoption.

Done at Brussels, 20 December 2010.

For the Council
The President
J. SCHAUVLIEGE
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AGREEMENT

between the European Union and the Republic of Serbia establishing a framework for the

participation of the Republic of Serbia in European Union crisis management operations

THE EUROPEAN UNION,

of the one part, and

THE REPUBLIC OF SERBIA

of the other part,

hereinafter referred to as the ‘Parties’,

Whereas:

M
@)

The European Union (EU) may decide to take action in the field of crisis management.

The European Union will decide whether third States will be invited to participate in an EU crisis management
operation. The Republic of Serbia may accept the invitation by the European Union and offer its contribution. In
such case, the European Union will decide on the acceptance of the proposed contribution of the Republic of
Serbia.

Conditions regarding the participation of the Republic of Serbia in EU crisis management operations should be
laid down in an agreement establishing a framework for such possible future participation, rather than defining
those conditions on a case-by-case basis for each operation concerned.

Such an agreement should be without prejudice to the decision-making autonomy of the European Union, and
should not prejudge the case-by-case nature of the decisions of the Republic of Serbia to participate in an EU crisis
management operation.

Such an agreement should only address future EU crisis management operations and should be without prejudice
to any existing agreements regulating the participation of the Republic of Serbia in an EU crisis management

operation that has already been deployed,

HAVE AGREED AS FOLLOWS:

SECTION I
GENERAL PROVISIONS
Article 1
Decisions relating to the participation

1.  Following the decision of the European Union to invite
the Republic of Serbia to participate in an EU crisis
management operation, and once the Republic of Serbia has
decided to participate, the Republic of Serbia shall provide
information on its proposed contribution to the European
Union.

2. The assessment by the European Union of the Republic of
Serbia’s contribution shall be conducted in consultation with
the Republic of Serbia.

3. The European Union shall provide the Republic of Serbia
with an early indication of the likely contribution to the
common costs of the operation as soon as possible with a
view to assisting the Republic of Serbia in the formulation of
its offer.

4. The European Union shall communicate the outcome of
this assessment to the Republic of Serbia by a letter with a view
to securing the participation of the Republic of Serbia in
accordance with the provisions of this Agreement.

Article 2
Framework

1. The Republic of Serbia shall associate itself with the
Council Decision by which the Council of the European
Union decides that the EU will conduct the crisis management
operation, and with any other decision by which the Council of
the European Union decides to extend the EU crisis
management operation, in accordance with the provisions of
this Agreement and any required implementing arrangements.

2. The contribution of the Republic of Serbia to an EU crisis
management operation shall be without prejudice to the
decision-making autonomy of the European Union.

Article 3
Status of personnel and forces

1. The status of personnel seconded to an EU civilian crisis
management operation and/or of the forces contributed to an
EU military crisis management operation by the Republic of
Serbia shall be governed by the agreement on the status of
forces/mission, if concluded, between the European Union and
the State(s) in which the operation is conducted.
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2. The status of personnel contributed to headquarters or
command elements located outside the State(s) in which the
EU crisis management operation takes place, shall be
governed by arrangements between the headquarters and
command elements concerned and the Republic of Serbia.

3. Without prejudice to the agreement on the status of
forces/mission referred to in paragraph 1, the Republic of
Serbia shall exercise jurisdiction over its personnel participating
in the EU crisis management operation.

4. The Republic of Serbia shall be responsible for answering
any claims linked to the participation in an EU crisis
management operation, from or concerning any of its
personnel. The Republic of Serbia shall be responsible for
bringing any action, in particular legal or disciplinary, against
any of its personnel in accordance with its laws and regulations.

5. The Republic of Serbia undertakes to make a declaration
as regards the waiver of claims against any State participating in
an EU crisis management operation in which the Republic of
Serbia participates, and to do so when signing this Agreement.

6.  The European Union undertakes to ensure that European
Union Member States make a declaration as regards the waiver
of claims, for any future participation of the Republic of Serbia
in an EU crisis management operation, and to do so when
signing this Agreement

Atrticle 4
Classified information

1. The Republic of Serbia shall take appropriate measures to
ensure that EU classified information is protected in accordance
with the EU Council’s security regulations, contained in Council
Decision 2001/264/EC of 19 March 2001 adopting the
Council’s security regulations (') and in accordance with
further guidance issued by competent authorities, including
the EU Operation Commander concerning an EU military
crisis management operation or by the EU Head of Mission
concerning an EU civilian crisis management operation.

2. Where the EU and the Republic of Serbia have concluded
an agreement on security procedures for the exchange of clas-
sified information, the provisions of such an agreement shall
apply in the context of an EU crisis management operation.

SECTION 1II

PROVISIONS ON PARTICIPATION IN CIVILIAN CRISIS
MANAGEMENT OPERATIONS

Article 5

Personnel seconded to an EU civilian crisis management
operation

1. The Republic of Serbia shall ensure that its personnel
seconded to the EU civilian crisis management operation
undertake their mission in accordance with:

() OJ L 101, 11.4.2001, p. 1.

(a) the Council Decision and subsequent amendments as
referred to in Article 2(1);

(b) the Operation Plan;

(c) implementing measures.

2. The Republic of Serbia shall inform in due time the EU
civilian crisis management operation Head of Mission and the
High Representative of the Union for Foreign Affairs and
Security Policy Council of any change to its contribution to
the EU civilian crisis management operation.

3. Personnel seconded to the EU civilian crisis management
operation shall undergo a medical examination, vaccination and
be certified medically fit for duty by a competent authority from
the Republic of Serbia. Personnel seconded to the EU civilian
crisis management operation shall produce a copy of this certifi-
cation.

Article 6
Chain of command

1. Personnel seconded by the Republic of Serbia shall carry
out their duties and conduct themselves solely with the interests
of the EU civilian crisis management operation in mind.

2. All personnel shall remain under the full command of
their national authorities.

3. National authorities shall transfer operational control to
the European Union.

4. The Head of Mission shall assume responsibility and
exercise command and control of the EU civilian crisis
management operation at theatre level.

5.  The Head of Mission shall lead the EU civilian crisis
management operation and assume its day-to-day management.

6. The Republic of Serbia shall have the same rights and
obligations in terms of day-to-day management of the
operation as European Union Member States taking part in
the operation, in accordance with the legal instruments
referred to in Article 2(1).

7. The EU civilian crisis management operation Head of
Mission shall be responsible for disciplinary control over EU
civilian crisis management operation personnel. Where
required, disciplinary action shall be taken by the national
authority concerned.
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8. A National Contingent Point of Contact (NPC) shall be
appointed by the Republic of Serbia to represent its national
contingent in the operation. The NPC shall report to the EU
civilian crisis management operation Head of Mission on
national matters and shall be responsible for day-to-day
contingent discipline.

9.  The decision to end the operation shall be taken by the
European Union, following consultation with the Republic of
Serbia if it is still contributing to the EU civilian crisis
management operation at the date of termination of the
operation.

Atticle 7
Financial aspects

1. The Republic of Serbia shall assume all the costs
associated with its participation in the operation apart from
the running costs, as set out in the operational budget of the
operation. This shall be without prejudice to Article 8.

2. In case of death, injury, loss or damage to natural or legal
persons from the State(s) in which the operation is conducted,
the Republic of Serbia shall, once its liability has been estab-
lished, pay compensation under the conditions foreseen in the
applicable status of mission agreement referred to in
Article 3(1).

Article 8
Contribution to operational budget

1. The Republic of Serbia shall contribute to the financing of
the budget of the EU civilian crisis management operation.

2. The financial contribution of the Republic of Serbia to the
operational budget shall be calculated on the basis of either of
the following formulae, whichever produces the lower amount:

(@) the share of the reference amount which corresponds
proportionately to the ratio of the Republic of Serbia’s
GNI to the total GNIs of all States contributing to the oper-
ational budget of the operation; or

(b) the share of the reference amount for the operational
budget which corresponds proportionately to the ratio of
the number of personnel from the Republic of Serbia
participating in the operation to the total number of
personnel of all States participating in the operation.

3. Notwithstanding paragraphs 1 and 2, the Republic of
Serbia shall not make any contribution towards the financing
of per diem allowances paid to personnel of the European
Union Member States.

4. Notwithstanding paragraph 1, the European Union shall,
in principle, exempt the Republic of Serbia from financial
contributions to a particular EU civilian crisis management
operation when:

(a) the European Union decides that the Republic of Serbia
provides a significant contribution which is essential for
the operation; or

(b) the Republic of Serbia has a GNI per capita which does not
exceed that of any Member State of the European Union.

5. An arrangement on the payment of the contributions of
the Republic of Serbia to the operational budget of the EU
civilian crisis management operation shall be signed between
the EU civilian crisis management operation Head of Mission
and the relevant administrative services of the Republic of
Serbia. That arrangement shall include, inter alia, the
following provisions:

(a) the amount concerned;
(b) the arrangements for payment of the financial contribution;
(c) the auditing procedure.

SECTION III

PROVISIONS ON PARTICIPATION IN MILITARY CRISIS
MANAGEMENT OPERATIONS

Article 9

Participation in an EU military crisis management
operation

1. The Republic of Serbia shall ensure that its forces and
personnel participating in an EU military crisis management
operation undertake their mission in accordance with:

(a) the Council Decision and subsequent amendments as
referred to in Article 2(1);

(b) the Operation Plan;
(c) implementing measures.

2. Personnel seconded by the Republic of Serbia shall carry
out their duties and conduct themselves solely with the interest
of the EU military crisis management operation in mind.

3. The Republic of Serbia shall inform the EU Operation
Commander in due time of any change to its participation in
the operation.

Article 10
Chain of command

1. All forces and personnel participating in the EU military
crisis management operation shall remain under the full
command of their national authorities.

2. National authorities shall transfer the Operational and
Tactical command andfor control of their forces and
personnel to the EU Operation Commander, who is entitled
to delegate his authority.

3. The Republic of Serbia shall have the same rights and
obligations in terms of the day-to-day management of the
operation as participating European Union Member States.

4. The EU Operation Commander may, following consul-
tations with the Republic of Serbia, at any time request the
withdrawal of the Republic of Serbia’s contribution.
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5. A Senior Military Representative (SMR) shall be appointed
by the Republic of Serbia to represent the Serbian contingent in
the EU military crisis management operation. The SMR shall
consult with the EU Force Commander on all matters
affecting the operation and shall be responsible for the day-
to-day discipline of the Serbian contingent.

Article 11
Financial aspects

1. Without prejudice to Article 12, the Republic of Serbia
shall assume all the costs associated with its participation in the
operation unless the costs are subject to common funding as
provided for in the legal instruments referred to in Article 2(1),
as well as in Council Decision 2008/975/CFSP of 18 December
2008 establishing a mechanism to administer the financing of
the common costs of European Union operations having
military or defence implications (Athena) (%).

2. In case of death, injury, loss or damage to natural or legal
persons from the State(s) in which the operation is conducted,
the Republic of Serbia shall, once its liability has been estab-
lished, pay compensation under the conditions foreseen in the
applicable status of forces agreement referred to in Article 3(1).

Atrticle 12
Contribution to the common costs

1. The Republic of Serbia shall contribute to the financing of
the common costs of the EU military crisis management
operation.

2. The financial contribution of the Republic of Serbia to the
common costs shall be calculated on the basis of either of the
following two formulae, whichever produces the lower amount:

(a) the share of the common costs which corresponds propor-
tionately to the ratio of the Republic of Serbia’s GNI to the
total GNIs of all States contributing to the common costs of
the operation; or

(b) the share of the common costs which corresponds propor-
tionately to the ratio of the number of personnel from the
Republic of Serbia participating in the operation to the total
number of personnel of all States participating in the
operation.

Where the formula under point (b) of paragraph 2 is used
and the Republic of Serbia contributes personnel only to the
Operation or Force Headquarters, the ratio used shall be that
of its personnel to that of the total number of the respective
headquarters personnel. In other cases, the ratio shall be
that of all personnel contributed by the Republic of Serbia
to that of the total personnel of the operation.

3. Notwithstanding paragraph 1, the European Union shall,
in principle, exempt the Republic of Serbia from financial
contributions to the common costs of a particular EU military
crisis management operation when:

() O] L 345, 23.12.2008, p. 96.

(a) the European Union decides that the Republic of Serbia
provides a significant contribution to assets andfor capa-
bilities which are essential for the operation; or

(b) the Republic of Serbia has a GNI per capita which does not
exceed that of any Member State of the European Union.

4. An arrangement shall be concluded between the Adminis-
trator provided for in Decision 2008/975/CFSP and the
competent administrative authorities of the Republic of Serbia.
This arrangement shall include, inter alia, provisions on:

(a) the amount concerned;
(b) the arrangements for payment of the financial contribution;
(¢) the auditing procedure.

SECTION 1V
FINAL PROVISIONS
Article 13
Implementing arrangements

Without prejudice to the provisions of Articles 8(5) and 12(4),
any necessary technical and administrative arrangements in
pursuance of the implementation of this Agreement shall be
concluded between the High Representative of the Union for
Foreign Affairs and Security Policy, and the appropriate
authorities of the Republic of Serbia.

Article 14
Non-compliance

Should one of the Parties fail to comply with its obligations
under this Agreement, the other Party shall have the right to
terminate this Agreement by serving notice of one month.

Article 15
Dispute settlement

Disputes concerning the interpretation or application of this
Agreement shall be settled by diplomatic means between the
Parties.

Article 16
Entry into force

1.  This Agreement shall enter into force on the first day of
the first month after the Parties have notified each other of the
completion of the internal procedures necessary for this
purpose.

2. This Agreement shall be provisionally applied from the
date of signature.

3. This Agreement shall be subject to regular review.

4. This Agreement may be amended on the basis of a mutual
written agreement between the Parties.
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5. This Agreement may be denounced by either Party by written notice of denunciation given to the
other Party. Such denunciation shall take effect six months after receipt of notification by the other Party.

Done at Belgrade, this eighth day of June in the year 2011 in two copies, each in the English language.

For the European Union For the Republic of Serbia
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TEXT FOR DECLARATIONS

Text for the EU Member States:

‘The EU Member States applying an EU Council Decision on an EU crisis management operation in
which the Republic of Serbia participates will endeavour, insofar as their internal legal systems so
permit, to waive as far as possible claims against the Republic of Serbia for injury, death of their
personnel, or damage to, or loss of, any assets owned by themselves and used by the EU crisis
management operation if such injury, death, damage or loss:

— was caused by personnel from the Republic of Serbia in the execution of their duties in connection
with the EU crisis management operation, except in case of gross negligence or wilful misconduct,

— or arose from the use of any assets owned by the Republic of Serbia, provided that the assets were
used in connection with the operation and except in case of gross negligence or wilful misconduct
of EU crisis management operation personnel from the Republic of Serbia using those assets..

Text for the Republic of Serbia:

‘The Republic of Serbia applying an EU Council Decision on an EU crisis management operation will
endeavour, insofar as its internal legal system so permit, to waive as far as possible claims against any
other State participating in the EU crisis management operation for injury, death of its personnel, or
damage to, or loss of, any assets owned by itself and used by the EU crisis management operation if
such injury, death, damage or loss:

— was caused by personnel in the execution of their duties in connection with the EU crisis
management operation, except in case of gross negligence or wilful misconduct,

— or arose from the use of any assets owned by States participating in the EU crisis management
operation, provided that the assets were used in connection with the operation and except in case
of gross negligence or wilful misconduct of EU crisis management operation personnel using those
assets.’.




L 163/8

Official Journal of the European Union

23.6.2011

REGULATIONS

COMMISSION IMPLEMENTING REGULATION (EU) No 602/2011
of 20 June 2011

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 code 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 (?).

(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 code 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 twentieth day
following that of 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, 20 June 2011.

() O] L 256, 7.9.1987, p. 1.

For the Commission,
On behalf of the President,

Algirdas SEMETA
Member of the Commission

() O] L 302, 19.10.1992, p. 1.
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ANNEX

Classification

Description of the goods (N code) Reasons
m ) (3)
A product comprising a bolt with a washer, 731819 00 Classification is determined by General Rules

an expandable anchor sleeve and a nut, all
made of stainless steel.

The bolt has a hexagonal head, is 55 mm
long, threaded throughout and has a tensile
strength of 490 MPa.

The anchor sleeve is 42 mm long with an
external diameter of 10 mm when not
expanded. It is not threaded.

The product is used for fixing articles to a
hard substance, such as a concrete wall, by
first inserting the anchor sleeve, with the
nut inside, in a drilled hole and then
inserting and fastening the bolt. As the bolt
is fastened, the nut is drawn towards to head
of the bolt, causing the anchor sleeve to
expand, securing the article firmly to the
hard substance.

(GIR) 1 and 6 for the interpretation of the
Combined Nomenclature and by the
wording of CN codes 7318 and 7318 19 00.

The product is not composite goods within
the meaning of GIR 3 (b) as the individual
components together constitute a single
product, an expansion bolt. Classification
according to the component that gives the
product its essential character is therefore
excluded.

Classification under subheading 7318 15 as a
bolt, whether or not with its nuts and
washers, is excluded, because the anchor
sleeve is a product other than a nut or a
washer.

Given its characteristics, the product is
therefore to be classified under CN code
7318 19 00 as other threaded articles.
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COMMISSION IMPLEMENTING REGULATION (EU) No 603/2011
of 20 June 2011

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 (!), 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 code 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 (?).

(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 code 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.

Atrticle 3

This Regulation shall enter into force on the twentieth day
following that of 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, 20 June 2011.

() O] L 256, 7.9.1987, p. 1.

For the Commission,
On behalf of the President,

Algirdas SEMETA
Member of the Commission

() O] L 302, 19.10.1992, p. 1.
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ANNEX

Classification

Description of the goods (N code) Reasons
1 ) 3)
An article specifically designed to be mounted into | 8512 90 90 | Classification is determined by General Rules 1 and

the signalling equipment of a specific model of a
motor vehicle.

The article is in the form of two interconnected
printed circuit assemblies, each containing passive
components (capacitors and resistors) and active
components (diodes, light emitting diodes (LEDs),
transistors and integrated circuits). One assembly is
equipped with an interface for connecting to the
motor vehicle light system.

The LEDs provide the signalling effect.

(*) See image

6 for the interpretation of the Combined Nomen-
clature, Note 2(b) to Section XVI and by the
wording of CN codes 8512, 851290 and
8512 90 90.

As the article consists of printed circuit assemblies
(see the CN Explanatory Notes to subheading
844399 10 covering electronic assemblies), it
does not fulfil the conditions for semiconductor
devices and electronic integrated circuits (see Note
8 to Chapter 85). Consequently, classification
under headings 8541 and 8542 is excluded.

As the article is not complete, but specifically
designed to be wused, together with other
components such as the lens, in the signalling
equipment of a motor vehicle, classification under
CN code 8512 20 00 is excluded.

The article is therefore to be classified as a part of
electrical lighting or signalling equipment of a kind
used for motor vehicles under CN code
8512 90 90.

(*) The image is purely for information.
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COMMISSION IMPLEMENTING REGULATION (EU) No 604/2011
of 20 June 2011

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 (!), 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 code 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 (?).

(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 code 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.

Atrticle 3

This Regulation shall enter into force on the twentieth day
following that of 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, 20 June 2011.

() O] L 256, 7.9.1987, p. 1.

For the Commission,
On behalf of the President,

Algirdas SEMETA
Member of the Commission

() O] L 302, 19.10.1992, p. 1.
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ANNEX

Classification

Description of the goods (N code) Reasons
M ) €)

1. A cylindrical container made of steel, with a | 8708 9599 | Classification is determined by General Rules 1 and
length of approximately 30 cm and a diameter 6 for the interpretation of the Combined Nomen-
of approximately 3 cm (so-called ‘airbag clature, Note 3 to Section XVII and by the wording
inflator). of CN codes 8708, 8708 95 and 8708 95 99.
The device comprises electrical contact pins, an The function of the device is to fill the airbag
igniter, a chamber with pyrotechnic generant, a cushion with gases and not to produce pyrotechnic
chamber with a mixture of gases, filters and a effects in the sense of Chapter 36. Consequently,
gas discharge nozzle. classification under heading 3604 is excluded.
The mixture of gases is composed of nitrous ‘Producer gas generators’ are goods which produce
oxide, argon and helium. fuel gas made from coke, anthracite or other
When an electrical signal from a motor vehicle carbonaceous malt erial. The process. of produgng

. Lo gas as a result of fast chemical reactions
sensor system activates the igniter, a process losi . : :
. . . (explosions) of pyrotechnic materials is not
starts during which the pyrotechnic generant .
covered by heading 8405. Consequently, the clas-
burns and as a result, the gases are heated A > . ; )
; ; sification of the ‘airbag inflator’ under heading
creating a high pressure. Subsequently, the . .
- 8405 is excluded. (See also the Harmonised
gases are expelled through the nozzle, filling S :
. ystem Explanatory Notes to heading 8405 (A),
the airbag. ®)
Thfetdev.icbe is destigned ffor incct)rpora}tli.o? into the As the device is a part of a safety airbag with
salety airbag system of @ motor vehicie. inflator system (see also the Harmonised System
Explanatory Notes to heading 8708 (O)), it is
therefore to be classified under CN code
8708 95 99.
2. A cylindrical container made of steel, with a | 8708 9599 | Classification is determined by General Rules 1 and

length of approximately 21 cm and a diameter
of approximately 5cm (so-called ‘airbag
inflator’).

The device comprises electrical contact pins, an
igniter, a chamber with pyrotechnic generant, an
expansion chamber, filters and a gas discharge
nozzle.

When an electrical signal from a motor vehicle
sensor system activates the igniter, a process
starts during which the pyrotechnic generant
burns and as a result, the expansion chamber
is filled with gases creating a high pressure.
Subsequently, the gases are expelled through
the nozzle, filling the airbag.

The device is designed for incorporation into the
safety airbag system of a motor vehicle.

6 for the interpretation of the Combined Nomen-
clature, Note 3 to Section XVII and by the wording
of CN codes 8708, 8708 95 and 8708 95 99.

The function of the device is to fill the airbag
cushion with gases and not to produce pyrotechnic
effects in the sense of Chapter 36. Consequently,
classification under heading 3604 is excluded.

‘Producer gas generators’ are goods which produce
fuel gas made from coke, anthracite or other
carbonaceous material. The process of producing
gas as a result of fast chemical reactions
(explosions) of pyrotechnic materials is not
covered by heading 8405. Consequently, the clas-
sification of the ‘airbag inflator’ under heading
8405 is excluded. (See also the Harmonised
System Explanatory Notes to heading 8405 (A),
(B)).

As the device is a part of a safety airbag with
inflator system (see also the Harmonised System
Explanatory Notes to heading 8708 (O)), it is
therefore to be classified under CN code
8708 95 99.
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COMMISSION REGULATION (EU) No 605/2011
of 20 June 2011

establishing a prohibition of fishing for cod in NAFO 3M waters by vessels flying the flag of
Germany

THE EUROPEAN COMMISSION,

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

Having regard to Council Regulation (EC) No 1224/2009 of
20 November 2009 establishing a Community control system
for ensuring compliance with the rules of the common fisheries
policy (1), and in particular Article 36(2) thereof,

Whereas:

(1)  Council Regulation (EU) No 57/2011 of 18 January
2011 fixing for 2011 the fishing opportunities for
certain fish stocks and groups of fish stocks, applicable
in EU waters and, for EU vessels, in certain non-EU
waters (?), lays down quotas for 2011.

(2)  According to the information received by the
Commission, catches of the stock referred to in the
Annex to this Regulation by vessels flying the flag of
or registered in the Member State referred to therein
have exhausted the quota allocated for 2011.

(3) It is therefore necessary to prohibit fishing activities for
that stock,

HAS ADOPTED THIS REGULATION:

Article 1
Quota exhaustion

The fishing quota allocated to the Member State referred to in
the Annex to this Regulation for the stock referred to therein
for 2011 shall be deemed to be exhausted from the date set out
in that Annex.

Article 2

Prohibitions

Fishing activities for the stock referred to in the Annex to this
Regulation by vessels flying the flag of or registered in the
Member State referred to therein shall be prohibited from the
date set out in that Annex. In particular it shall be prohibited to
retain on board, relocate, tranship or land fish from that stock
caught by those vessels after that date.

Atticle 3
Entry into force

This Regulation shall enter into force on the day following that
of 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, 20 June 2011.

() O] L 343, 22.12.2009, p. 1.
() O] L 24, 27.1.2011, p. 1.

For the Commission,
On behalf of the President,

Lowri EVANS

Director-General for Maritime Affairs and Fisheries
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ANNEX
No 16/T&Q
Member State Germany
Stock COD/N3M.
Species Cod (Gadus morhua)
Zone NAFO 3M
Date 24.5.2011
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COMMISSION REGULATION (EU) No 606/2011
of 20 June 2011

establishing a prohibition of fishing for redfish in NAFO 3LN waters by vessels flying the flag of
Germany

THE EUROPEAN COMMISSION,

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

Having regard to Council Regulation (EC) No 1224/2009 of
20 November 2009 establishing a Community control system
for ensuring compliance with the rules of the common fisheries
policy (1), and in particular Article 36(2) thereof,

Whereas:

(1) Council Regulation (EU) No 57/2011 of 18 January
2011 fixing for 2011 the fishing opportunities for
certain fish stocks and groups of fish stocks, applicable
in EU waters and, for EU vessels, in certain non-EU
waters (), lays down quotas for 2011.

(2)  According to the information received by the
Commission, catches of the stock referred to in the
Annex to this Regulation by vessels flying the flag of
or registered in the Member State referred to therein
have exhausted the quota allocated for 2011.

(3) It is therefore necessary to prohibit fishing activities for
that stock,

HAS ADOPTED THIS REGULATION:

Article 1
Quota exhaustion

The fishing quota allocated to the Member State referred to in
the Annex to this Regulation for the stock referred to therein
for 2011 shall be deemed to be exhausted from the date set out
in that Annex.

Article 2
Prohibitions

Fishing activities for the stock referred to in the Annex to this
Regulation by vessels flying the flag of or registered in the
Member State referred to therein shall be prohibited from the
date set out in that Annex. In particular it shall be prohibited to
retain on board, relocate, tranship or land fish from that stock
caught by those vessels after that date.

Atticle 3
Entry into force

This Regulation shall enter into force on the day following that
of 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, 20 June 2011.

() O] L 343, 22.12.2009, p. 1.
() O] L 24, 27.01.2011, p. 1.

For the Commission,
On behalf of the President,

Lowri EVANS

Director-General for Maritime Affairs and Fisheries
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ANNEX
No 17/T&Q
Member State Germany
Stock RED/N3LN.
Species Redfish (Sebastes spp.)
Zone NAFO 3LN
Date 24.5.2011
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COMMISSION IMPLEMENTING REGULATION (EU) No 607/2011
of 22 June 2011

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) (') ,

Having regard to Commission Implementing Regulation (EU)
No 543/2011 of 7 June 2011 laying down detailed rules for
the application of Council Regulation (EC) No 1234/2007 in
respect of the fruit and vegetables and processed fruit and
vegetables sectors (?) , and in particular Article 136(1) thereof,

Whereas:

Implementing Regulation (EU) No 543/2011 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 XVI, Part A
thereto,

HAS ADOPTED THIS REGULATION:

Article 1

The standard import values referred to in Article 136 of Imple-
menting Regulation (EU) No 543/2011 are fixed in the Annex
hereto.

Article 2

This Regulation shall enter into force on 23 June 2011.

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

Done at Brussels, 22 June 2011.

() O] L 299, 16.11.2007, p. 1.
() O] L 157, 15.6.2011, p. 1

For the Commission,
On behalf of the President,

José Manuel SILVA RODRIGUEZ

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 MA 57,8
MK 54,8
TR 55,0
77 55,9
0707 00 05 TR 95,0
77 95,0
0709 90 70 TR 117,7
77 117,7
0805 50 10 AR 75,4
BR 40,6
TR 65,0
[6) 65,6
ZA 85,9
77 66,5
0808 10 80 AR 123,2
BR 76,1
CL 90,5
CN 95,4
NZ 1423
Uy 58,7
ZA 93,4
77 97,1
0809 10 00 TR 283,9
77 283,9
0809 20 95 TR 366,8
XS 382,4
77 374,6

(") Nomenclature of countries laid down by Commission Regulation (EC) No 1833/2006 (O] L 354, 14.12.2006, p. 19). Code ‘ZZ’ stands
for ‘of other origin’.
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COMMISSION IMPLEMENTING REGULATION (EU) No 608/2011
of 22 June 2011

determining the extent to which the import licence applications submitted in June 2011 for certain
milk products under certain tariff quotas opened by Regulation (EC) No 2535/2001 can be accepted

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 1301/2006
of 31 August 2006 laying down common rules for the adminis-
tration of import tariff quotas for agricultural products managed
by a system of import licences (%), and in particular Article 7(2)
thereof,

Whereas:

Import licence applications lodged from 1 to 10 June 2011 for
certain tariff quotas referred to in Annex I to Commission
Regulation (EC) No 2535/2001 of 14 December 2001 laying
down detailed rules for applying Council Regulation No

1255/1999 as regards the import arrangements for milk and
milk products and opening tariff quotas () relate to quantities
greater than those available. The extent to which licences may
be issued should therefore be determined by establishing the
allocation coefficient to be applied to the quantities requested,

HAS ADOPTED THIS REGULATION:

Article 1

For import licence applications lodged from 1 to 10 June 2011
for the tariff quotas referred to in parts LA, LF, LH, LI, and 1. of
Annex [ to Regulation (EC) No 2535/2001, licences shall be
issued for the quantities requested, multiplied by the allocation
coefficient(s) set out in the Annex to this Regulation.

Article 2

This Regulation shall enter into force on 23 June 2011.

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

Done at Brussels, 22 June 2011.

() O] L 299, 16.11.2007, p. 1.
() O] L 238, 1.9.2006, p. 13.

For the Commission,
On behalf of the President,

José Manuel SILVA RODRIGUEZ

Director-General for Agriculture and
Rural Development

() O] L 341, 22.12.2001, p. 29.
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ANNEX

LA

Tariff quota number Allocation coefficient

09.4590 —
09.4599 —
09.4591 —
09.4592 —
09.4593 —
09.4594 —
09.4595 10,484082 %
09.4596 100 %

‘—': No application for a licence has been sent to the Commission.

LF

Products originating in Switzerland

Tariff quota number Allocation coefficient

09.4155 48,007681 %

LH

Products originating in Norway

Tariff quota number Allocation coefficient

09.4179 100 %

LI

Products originating in Iceland

Tariff quota number Allocation coefficient
09.4205 100 %
09.4206 100 %
LJ
Products originating in the Republic of Moldova
Tariff quota number Allocation coefficient
09.4210 —

‘—": No application for a licence has been sent to the Commission.
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COMMISSION IMPLEMENTING REGULATION (EU) No 609/2011
of 22 June 2011

withdrawing the suspension of submission of applications for import licences for sugar products
under certain tariff quotas

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 891/2009 of
25 September 2009 opening and providing for the adminis-
tration of certain Community tariff quotas in the sugar
sector (%), and in particular Article 5(2) thereof,

Whereas:

(1)  Submission of applications for import licences
concerning order number 09.4318 were suspended as
from 20 January 2011 by Commission Regulation (EU)
No 42/2011 of 19 January 2011 suspending submission
of applications for import licences for sugar products

under certain tariff quotas (), in accordance with Regu-
lation (EC) No 891/2009.

(2)  Following notifications on unused andfor partly used
licences, quantities became available again for that
order number. The suspension of applications should
therefore be withdrawn,

HAS ADOPTED THIS REGULATION:

Article 1

The suspension laid down by Regulation (EU) No 42/2011 of
submission of applications for import licences for order number
09.4318 as from 20 January 2011 is withdrawn.

Article 2

This Regulation shall enter into force on the day of its publi-
cation 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, 22 June 2011.

() O] L 299, 16.11.2007, p. 1.
() O L 254, 26.9.2009, p. 82.

For the Commission,
On behalf of the President,

José Manuel SILVA RODRIGUEZ

Director-General for Agriculture and
Rural Development

() OJ L 15, 20.1.2011, p. 10.
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COMMISSION IMPLEMENTING REGULATION (EU) No 610/2011
of 22 June 2011

on the allocation of import rights for applications lodged for the period 1 July 2011 to 30 June
2012 under the tariff quota opened by Regulation (EC) No 431/2008 for frozen meat of bovine
animals

THE EUROPEAN COMMISSION,

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

Having regard to Council Regulation (EC) No 12342007 of
22 October 2007 establishing a common organisation of agri-
cultural markets and on specific provisions for certain agri-
cultural products (Single CMO Regulation) ('),

Having regard to Commission Regulation (EC) No 1301/2006
of 31 August 2006 laying down common rules for the adminis-
tration of import tariff quotas for agricultural products managed
by a system of import licences (), and in particular Article 7(2)
thereof,

Whereas:

(1)  Commission Regulation (EC) No 431/2008 of 19 May
2008 opening and providing for the administration of an
import tariff quota for frozen meat of bovine animals
covered by CN code 0202 and products covered by

CN code 0206 29 91 (%) opens an import tariff quota for
beef and veal products.

(2)  The applications for import rights lodged for the period
1 July 2011 to 30 June 2012 relate to quantities
exceeding those available. The extent to which import
rights may be allocated should therefore be determined
and an allocation coefficient laid down to be applied to
the quantities applied for,

HAS ADOPTED THIS REGULATION:
Article 1

The quantities for which import right applications covered by
the quota with the serial number 09.4003 have been lodged for
the period 1 July 2011 to 30 June 2012 under Regulation (EC)
No 431/2008 shall be multiplied by an allocation coefficient of
28,953811 %.

Article 2

This Regulation shall enter into force on 23 June 2011.

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

Done at Brussels, 22 June 2011.

For the Commission,
On behalf of the President,

José Manuel SILVA RODRIGUEZ

Director-General for Agriculture and
Rural Development

() O] L 299, 16.11.2007, p. 1.
() O] L 238, 1.9.2006, p. 13.

() OJ L 130, 20.5.2008, p. 3.
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DECISIONS

COUNCIL DECISION
of 17 June 2011

on extension of the joint-undertaking status of Hochtemperatur-Kernkraftwerk GmbH (HKG)

(2011/362/Euratom)

THE COUNCIL OF THE EUROPEAN UNION,

Having regard to the Treaty establishing the European Atomic
Energy Community, and in particular Article 49 thereof,

Having regard to the proposal from the European Commission,

Whereas:

(1) By Decision 74/295[Euratom (1), the Council established
Hochtemperatur-Kernkraftwerk GmbH (HKG) as a joint
undertaking for a period of 25 years as from 1 January
1974.

(2)  The objectives of HKG were to construct, equip and
operate a nuclear power station with a capacity of
approximately 300 MWe at Uentrop (Unna district) in
the Federal Republic of Germany.

(3)  After being in operation from 1987 to 1988, the nuclear
power station was finally shut down on 1 September
1989 as a result of technical and economic difficulties.

(4)  Since 1 September 1989 the objective of HKG has been
to implement a programme for decommissioning the
nuclear power station up to the safe enclosure stage
and, thereafter, to carry out a programme of surveillance
of the enclosed nuclear installations.

(5)  In its Decision 92/547 Euratom of 16 November 1992
extending the status of Kernkraftwerk Lingen GmbH as a
joint undertaking (%), the Council recognised that there
was no equivalent to these programmes in the
Community, that implementation thereof  was
important and that they provided useful experience for
the nuclear industry and the future development of
nuclear energy in the Community.

(6) In order to achieve its objective, HKG requested the
extension of its joint-undertaking status with effect
from 1 January 1999.

(7) By Decision 2002/355 Euratom (3), the Council extended
the status of HKG as a joint undertaking until

OJ L 165, 20.6.1974, p. 7.
() O] L 352, 2.12.1992, p. 9.
L 123, 9.5.2002, p. 53.

31 December 2009 to enable HKG to complete its
decommissioning and surveillance programmes, in
particular by lightening the financial burden.

(8)  The extension period corresponded to the duration of
arrangements concluded between the German Federal
Republic, the Land of North Rhine-Westphalia, HKG
and its members for financing HKG's activities.

(9) By letter, dated 26 April 2010, HKG asked for the further
extension of the joint-undertaking status for another 25
years in order to achieve its objectives.

(10)  Extension of its joint-undertaking status should enable
HKG to complete its decommissioning and surveillance
programmes, in particular by lightening the financial
burden.

(11)  The arrangements concluded between the German
Federal Republic, the Land of North Rhine-Westphalia,
HKG and its members for financing HKG's activities
apply only for a period up to 31 December 2017.

(12) HKG’s joint-undertaking status should therefore be
extended for the same period,

HAS ADOPTED THIS DECISION:

Article 1

1. The joint-undertaking status, within the meaning of the
Treaty establishing the European Atomic Energy Community,
granted to Hochtemperatur-Kernkraftwerk GmbH (HKG) is
hereby extended for eight years with effect from 1 January
2010.

2. The objective of HKG shall be to implement a programme
for decommissioning the nuclear power station located at
Uentrop (Unna district) in the Federal Republic of Germany,
up to the safe enclosure stage and, thereafter, to carry out a
programme of surveillance of the enclosed nuclear installations.
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Article 2

This Decision is addressed to the Member States and to HKG.

Done at Luxembourg, 17 June 2011.

For the Council
The President
CZOMBA S.
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COUNCIL IMPLEMENTING DECISION
of 20 June 2011

authorising Romania to introduce a special measure derogating from Article 193 of Directive
2006/112/EC on the common system of value added tax

(2011/363/[EU)

THE COUNCIL OF THE EUROPEAN UNION,

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

Having regard to Council Directive 2006/112/EC of
28 November 2006 on the common system of value added
tax (1), and in particular Article 395(1) thereof,

Having regard to the proposal from the European Commission,
Whereas:

(1) By letters registered at the Commission on 4 November
2009, 2 July 2010, 26 July 2010 and 20 December
2010, Romania requested authorisation, for a period of
2 years, to designate as liable to value added tax (VAT)
the taxable persons to whom supplies of certain cereals
and oilseeds are made, by way of derogation from
Article 193 of Directive 2006/112/EC. It has said that
it will not seek renewal of this authorisation.

(20  The Commission forwarded Romania’s request to the
other Member States by letter of 15 March 2011. By
letter of 22 March 2011, the Commission notified
Romania that it had all the information it considered
necessary for appraisal of the requests.

(3)  Romania has found cases of tax evasion in the trade in
certain unprocessed agricultural products, cereals and
oilseeds. Some operators do not pay VAT to the
Treasury after delivering their products, especially if
they have acquired them without payment of input tax.
Their customers, however, are entitled to deduct the VAT
as they are in possession of a valid invoice.

(4)  Designating the taxable person to whom the goods are
supplied as liable for the VAT instead of the supplier
would be a temporary emergency measure that would
put an end to this form of evasion. Application of that
special measure for 2 years should give Romania time to
introduce in the agricultural sector definitive measures
compatible with Directive 2006/112/EC that would
prevent and combat this form of evasion.

(5)  To prevent the fraudulent activity being transferred to the
processing stage of food or industrial goods, or to other
products, Romania should introduce at the same time
appropriate declaration and control measures and notify
the Commission thereof.

(6)  To ensure that the special measure applies only to unpro-
cessed agricultural products and that the taxable persons
concerned do not incur disproportionate administrative

() O] L 347, 11.12.2006, p. 1.

costs or run any risk as to legal certainty, the goods
covered by the special measure should be determined
by using the combined nomenclature laid down in
Council Regulation (EEC) No 2658/87 of 23 July 1987
on the tariff and statistical nomenclature and on the
Common Customs Tariff (2).

(7)  The special measure is justified and proportionate to the
objectives pursued. It is of fixed duration and concerns
only a number of clearly designated products that are not
normally used in the wunaltered state for final
consumption and have been the subject of tax evasion
activities that have caused a substantial loss of VAT
revenue. Given the scale of this lost tax revenue, the
measure should be adopted as soon as possible.

(8)  The special measure will not affect the overall amount of
VAT revenue of Romania collected at the stage of final
consumption and will have no adverse impact on the
Union’s own resources accruing from VAT,

HAS ADOPTED THIS DECISION:

Article 1

By way of derogation from Article 193 of Directive
2006/112/EC, Romania is hereby authorised to designate as
the person liable to pay VAT the taxable recipient of supplies
of the following goods, as set out in the combined nomen-
clature established by Regulation (EEC) No 2658/87:

CN code Product
1001 10 00 Durum wheat
1001 90 10 Spelt for sowing

ex 1001 90 91 Common wheat, seed

ex 1001 90 99 Other spelt and common wheat, not for sowing

1002 00 00 Rye

1003 00 Barley

1005 Maize

1201 00 Soya beans, whether or not broken

1205 Rape or colza seeds, whether or not broken
1206 00 Sunflower seeds, whether or not broken

121291

Sugar beet

() O] L 256, 7.9.1987, p. 1.
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Atticle 2 It shall apply from 1 June 2011 until 31 May 2013.

The authorisation provided for in Article 1 is subject to
Romania’s introducing declaration obligations and appropriate
and effective control measures with respect to taxable persons This Decision is addressed to Romania.
who supply the goods to which that authorisation applies.

Article 4

Romania shall notify the Commission of the introduction of the Done at Luxembourg, 20 June 2011.
obligations and measures referred to in the first paragraph.

For the Council
The President
This Decision shall take effect on the date of its notification. MATOLCSY Gy.

Article 3
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COMMISSION DECISION
of 15 September 2010

on the State aid C 26/09 (ex N 289/09) which Latvia is planning to implement for the restructuring
of AS Parex banka

(notified under document C(2010) 6202)

(Only the English text is authentic)

(Text with EEA relevance)

(2011/364[EU)

THE EUROPEAN COMMISSION,

Having regard to the Treaty on the Functioning of the European
Union, and in particular the first subparagraph of Article 108(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),

Whereas:

1. PROCEDURE

(), On 10 November 2008 Latvia notified to the
Commission a package of measures in favour of AS
Parex banka (hereinafter ‘Parex banka’), designed to
support the stability of the financial system, which was
approved on 24 November 2008 (%) (hereinafter ‘first
rescue Decision’) based on Latvia’s commitment to
submit a restructuring plan for Parex banka within 6
months. On 26 January 2009, Latvia informed the
Commission about several changes to the public
support measures to Parex banka. Those changes were
approved on 11 February 2009 (3) (hereinafter ‘second
rescue Decision’). On 29 March 2009, Latvia notified
to the Commission the need for further changes to the
recapitalisation measure. Those changes were approved
by Commission Decision of 11 May 2009 (%) (hereinafter
‘third rescue Decision’).

(2)  On 11 May 2009, Latvia notified a restructuring plan for
Parex banka. On 5 June 2009 a request for information

() O] C 239, 6.10.2009, p. 11.

() Commission Decision of 24 November 2008 in case NN68/08
Public Support Measures to JSC Parex Banka, O] C 147, 27.6.2009,
p- 1.

(}) Commission Decision of 11 February 2009 in case NN 3/09
Amendments to the Public support measures to JSC Parex Banka, O]
C 147, 27.6.2009, p. 2.

() Commission Decision of 11 May 2009 in case N 189/09
Amendments to the Public support measures to JSC Parex Banka, O]
C 176, 29.7.2009, p. 3.

was sent to the Latvian authorities. On 15 June 2009 a
meeting was held between the Latvian authorities and the
Commission. Latvia replied partially to that request for
information by letter of 7 July 2009.

(3) By letter of 29 July 2009, the Commission informed
Latvia that it had decided to initiate the procedure
under Article 108(2) TFEU (°) (hereinafter ‘opening
Decision’) in respect of the restructuring aid measures.

(4)  The opening Decision was published in the Official
Journal of the European Union of 6 October 2009 and
interested parties were requested to submit their
comments on the proposed restructuring aid measures
within 1 month from the date of publication. The
Commission received no comments from interested
parties. However, after the expiry of the prescribed
period, the Commission received letters dated 15 June
and 13 July 2010 from Valerijs Kargins and Viktors
Krasovickis, the former majority sharcholders of Parex
banka (hereinafter ‘former majority shareholders)).
Furthermore, the Commission received letters from
members of the Latvian parliament dated 22 June and
1 July 2010.

(5) By letter of 12 August 2009, the Latvian authorities
requested that the deadline for the submission of addi-
tional information set in the opening Decision be
extended until 15 October 2009. On 4 September
2009 they presented a revised restructuring plan for
Parex banka along with additional information as a
response to the opening Decision. The revised restruc-
turing plan was further updated on 22 September 2009
and additional information was provided. Meetings were
held between the Latvian authorities and the Commission
on 11 and 17 September 2009.

(6) In addition, Latvia provided further information and
clarifications on 11 September, 6 and 26 October, 9
and 23 December 2009, 19 February and 2 March 2010.

(7) On 12 and 26 October 2009 Latvia provided
information regarding a potential change of the restruc-
turing strategy for Parex banka. On 22 March 2010 a

(°) Commission Decision of 29 July 2009 in case C 26/09

(ex N 289/09) — Restructuring aid to JSC Parex Banka, O] C 239,
6.10.2009, p. 11.
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meeting was held between the Commission and the
Latvian authorities. By letter of 31 March 2010 Latvia
submitted a new version of Parex banka’s restructuring
plan dated 31 March 2010, which was later comple-
mented by submissions dated 14 May, 9, 12, 17 and
21 June 2010.

The Commission requested further information on
10 May 2010. Latvia replied by letter of 7 July 2010.
With this letter Latvia submitted also an updated version
of the restructuring plan of 31 March 2010. The restruc-
turing plan was subsequently amended on 18 and
27 August 2010 (hereinafter ‘final restructuring plan’).

By letter of 2, 18 and 27 August and 2 September 2010
Latvia provided additional clarifications regarding the
commitments to be undertaken. On 3 September
2010, the Commission received a final list of
commitments.

On 2 September 2010, the Latvian authorities informed
the Commission that they exceptionally accept that this
Decision be adopted in the English language.

2. DESCRIPTION
2.1. THE BENEFICIARY AND ITS DIFFICULTIES

Parex banka was the second largest bank in Latvia with
total assets of LVL 3,4 billion (EUR 4,9 billion) as of
31 December 2008. At the end of 2007, before the
crisis, the bank had the largest share (18 %) of the
country’s deposits market and the third largest share
(12%) of its lending market (®). Therefore, it was
regarded as being of systemic importance for the
financial system by the Latvian authorities.

Parex banka offered a wide range of banking products
directly and through specialised subsidiaries, including
lending, payment card services, leasing, asset
management and securities brokerage. In addition to its
Latvian banking operations, Parex banka operated a
banking subsidiary in Lithuania and Switzerland (AP
Anlage & Privatbank AG) and branches in Estonia,
Sweden and Germany, a pan-Baltic asset manager and
several leasing companies operating in the Common-
wealth of Independent States (hereinafter ‘CIS).

(%) According to the Association of Latvian Commercial Banks (ranking
based on YE 2009 data), the top banks in Latvia in terms of market
shares are the following: 1. Swedbank 23,0 %; 2. SEB banka 13,7 %;
3. Parex banka n/a; 4. Nordea Bank Finland Latvia branch 10,7 %; 5.
DnB NORD Banka 8,7 %; 6. Latvian Mortgage and Land Bank 4,8 %;
7. Rietumu Banka 4,6 %; 8. Aizkraukles banka 4,5 %; 9. UniCredit
Bank 3,7 %; 10. Latvijas Krajbanka 2,4 %. (According to the Latvian
Banking Association, Parex banka did not submit any data. Its
ranking is based on YE 2009 data).

(13)

(14)

(16)

Parex banka was founded in 1992 and was majority-
owned by two individuals who prior to the State inter-
vention held 84,83 % of the bank’s share capital. As a
result of the problems it faced, Parex banka was partially
nationalised through the acquisition of the entire
ownership of the former majority sharcholders at a
symbolic total purchase price of 2LVL (approx.
3 EUR) (7). In April 2009, the European Bank for Recon-
struction and  Development (hereinafter ~‘EBRD))
concluded a share purchase agreement, whereby the
EBRD would acquire 25 % of the share capital of Parex
banka plus one share (3).

Although Parex banka has historically been a profitable
institution with a strong banking franchise in Latvia, the
bank’s management chose an inadequate business
strategy and made some high-risk decisions in the face
of intense competition from more sophisticated
subsidiaries of foreign banks. In particular, Parex banka
became increasingly involved in the CIS markets, relying
excessively on large, short-term non-resident deposits.
The financial crisis severely affected emerging markets
including the CIS countries, and rumours circulated
regarding the ability of Parex banka to refinance its
syndicated loans maturing in February 2009. A combi-
nation of these events resulted in a loss of depositor
confidence especially among non-resident clients
prompting a run on the bank. The bank run reached a
peak daily outflow of up to EUR 100 million and was
not halted by the bank’s partial nationalisation. It resulted
in a fall in deposits of 36 % compared to the end of
2007, causing severe liquidity crisis. To prevent a
further outflow of deposits, restrictions on withdrawals
were imposed by the Latvian regulator, the Finance and
Capital Markets Commission.

In 2008, consolidated losses were LVL 131 million
(EUR 185 million) compared to a profit of LVL 40
million (EUR 58 million) in 2007. By the end of 2008
total shareholders’ equity was 65 % lower than the
previous year, amounting to LVL 77 million, mainly
because of increased loan loss provisions and losses on
the securities portfolio. The capital adequacy ratio (here-
inafter ‘CAR’) of Parex banka on solo basis and at group
level (%) was only 4,1 % and 3,1 % respectively. Therefore,
Parex banka was no longer able to meet regulatory
solvency requirements.

2.2. THE RESCUE MEASURES ALREADY APPROVED

Parex banka sought State assistance in early November
2008. Following its nationalisation, Latvia decided to
implement rescue measures that provisionally stabilised
Parex banka. Overall, the European Commission
temporarily approved as rescue aid: (i) a liquidity

(7) After the recapitalisation approved as rescue aid, Latvia further

increased its participation in Parex banka to about 95 %.

(®) As of 28 February 2010, Latvia, through the Privatisation Agency,
held 76,63 % of paid-in capital with 71,74 % of voting rights.

(°) At group level means for Parex banka corporate group, consisting of
a parent company, Parex banka, and its subsidiaries.
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facility up to LVL1,5 billion; (ii) State guarantees
covering existing syndicated loans in the amount of
EUR 775 million and new loans issued to refinance a
syndicated loan in the amount of EUR 275 million;
and (i) recapitalisation measures, allowing Parex banka
to reach a CAR of 11 % during the rescue phase (19).

2.3. THE RESTRUCTURING PLANS
2.3.1. THE INITIAL RESTRUCTURING PLAN

On 11 May 2009, Latvia submitted a restructuring plan
for Parex banka as a follow-up to the first recapitalisation
measures (hereinafter the ‘initial restructuring plan’), the
contents of which were described in more detail in
section 2.4 of the opening Decision.

The plan contained a preliminary analysis of the business
of Parex banka, the restructuring aid measures envisaged,
its future business strategy and measures to restore
viability.

The plan covered a period from 2009 to 2013.
Corporate, retail and wealth management business (')
were deemed to be the future core segments of Parex
banka. The plan foresaw the implementation of a new
strategy with Parex banka aiming to become a leading
pan-Baltic bank. All ‘non-Baltic’ activities were considered
as non-core. However, the plan excluded their possible
sale in the short- to mid-term.

The envisaged business strategy included attractive rates
and an aggressive marketing strategy to support the
growth of Parex banka and regain the lost deposit
base. The plan assumed that Parex banka would remain
dependent on State liquidity measures even beyond the
restructuring period.

2.3.2. THE REVISED RESTRUCTURING PLAN

On 4 September 2009, Latvia submitted a revised
restructuring plan which was subsequently amended on
22 September 2009. This plan was aimed at addressing
doubts raised by the Commission in the opening
Decision.

The revised strategy for Parex banka was also based on
building a strong Baltics operation across corporate, retail
and wealth management business. The revised plan

(9 See the first, second and third rescue Decisions.
(") In the opening Decision, similarly as in some of the submissions of

the Latvian authorities, ‘wealth management business’ is referred to
as ‘private capital management’ (see also footnote 14).

(24)

(25)

(26)

(28)

foresaw that Parex banka would be able to repay all State
liquidity measures by the end of the restructuring period.

Unlike the initial restructuring plan, however, the revised
plan included a decrease in Parex banka’s balance sheet
through focusing on core segments. In particular, it
envisaged the shrinkage of Parex banka’s lending activity.

Furthermore, the plan indicated the possibility to spin off
non-core activities. When Latvia later endorsed this
strategic change, it was necessary to draw up a new
corresponding version of the restructuring plan.

2.3.3. THE FINAL RESTRUCTURING PLAN

According to the final restructuring plan, the primary
strategic objective is to return the bank to the private
sector through its sale to a strategic investor providing a
release of funding arrangements from the State while
ensuring the long-term viability of the bank. Latvia has
already attracted the EBRD as a strong reputable external
investor with sufficient financial resources and a long-
term commitment (see recital 13).

The final restructuring plan assumes the split of Parex
banka’s assets into a newly established bank named AS
Citadele banka (hereinafter ‘Citadele banka’), so-called
‘good bank’, which will focus on the traditional
banking operations, and a so-called ‘bad bank’ (Parex

banka), [...] (*).

Split of assets

In order to re-establish long-term viability, the core bank
will be separated from non-core and non-performing
assets. The proposed restructuring is based on a ‘good-
out’ scenario based on the establishment of a bank with a
resilient capital base under Latvian regulatory oversight
and with a Baltics focus. All core assets and some non-
core assets (in particular CIS performing loans) are trans-
ferred out of Parex banka into the newly established
bank. The remaining non-core and non-performing
assets (loans, securities and repossessed real estate) will
remain with Parex banka, [...].

Table 1 illustrates the structures of Citadele banka and
Parex banka after the split.

(*) Parts of this text have been deleted so as not to divulge confidential

information; they are indicated by a series of dots between square
brackets or a range providing for a non-confidential approximation
of the figure.
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Table 1

Shareholders structure after the split

State EBRD Minority State EBRD
shareholders

Citadele banka Parex

(29) Latvia has already taken initial steps to implement the ‘good-out’ scenario. The new bank, Citadele
banka, was registered on 30 June 2010 and most of the assets were transferred on 1 August
2010 (*3). In principle, the full operational separation of Citadele banka and Parex banka should
be completed within 12 months after the transfer.

(30) In consequence, the following assets and liabilities will be transferred from Parex banka to Citadele
banka:

— Baltic performing loans (LVL [between 300 and 800] million),
— (IS performing loans (LVL [between 50 and 350] million),
— Branches in Sweden and Germany,
— Wealth management business-related deposits.
(31)  The following assets and liabilities will remain in Parex banka:
— Baltic non-performing loans (LVL [between 200 and 800] million) (*3),
— Loans to legacy shareholders (LVL [...] million),
— (IS leasing subsidiaries,
— (IS non-performing loans (LVL [between 50 and 350] million).

(32) Table 2 illustrates the assets that are transferred to Citadele banka and those left in Parex banka, as
well as the reduction of the balance sheet as per pre-crisis, as estimated in the final restructuring plan
and amended on 27 August 2010:

Table 2
Split of assets between Citadele banka and Parex banka

(in LVL thousand)

Parex banka — | Parex banka — | Parex banka — Citadele bank Parex banka
2008 2009 31.7.2010 (1) | TA9C€ DA N fer the split ()

Assets
Cash and deposits with central 79 154 136 769 131 693 119 783 30876
banks
Balances due from credit Insti- 228752 189 321 227 741 245069 5583
tutions
Loans 1744871 1429 466 1355 831 748 457 627 471

('?) The investment in Lithuania was transferred at the end of the day of 1 August 2010, whereas the investment in AP
Anlage & Privatbank AG and deposits in the German branch are to be transferred from Parex banka to Citadele
banka before 31 December 2010.

(") Except for the loan to SIA Rigas Pirma Garaza subsidiary of Parex banka (owner of Parex banka’s headquarter
building) amounting to LVL [...] million.
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(in LVL thousand)

Parex banka — | Parex banka — | Parex banka — Citadele banka Parex banka

2008 2009 31.7.2010 () after the split (%)
Securities 941 293 405 800 356 439 224 735 130 936
Investment in subsidiaries 51 442 72725 81 691 5530 51962
Other assets 323797 220097 75584 45 604 52747

Total Assets 3 369 309 2484 501 2228978 1389179 899 576

Liabilities and Equity

Bank of Latvia 587 183 140 449 — — —
Credit Institutions 129 584 50 865 27 295 41571 51703
Syndicate 544 673 381 271 163 402 — 163 402
State Treasury 676 398 622 048 692 454 131 000 458 454
Customer Deposits 1225 488 911 318 1006 202 928 686 75314
Eurobond 88 712 87 489 113136 109 244 —
Subordinated (Legacy) 52 848 52857 52863 — 52878
Subordinated (State) — 37 338 37 338

50270 —
Subordinated (EBRD) — 12 932 12 932
Other Liabilities 35556 31 458 34754 30 280 21522

Total Liabilities 3 340 442 2328025 2140 376 1291 051 823 274

Equity 28 867 156 476 88 602 98 127 (%) 76 302

Total 3 369 309 2484 501 2228978 1389179 899 576

Split Ratio, including the transfer 64 % 36 %
of investments in Lithuanian
subsidiary, in AP Anlage & Priv-
atbank AG and deposits in
German branch (¥

In terms of Parex banka — 2008 44 %

(") As provided in the restructuring plan of 31 March as amended on 7 July 2010.

(%) The indicated figures for Citadele banka and Parex banka after the split derive from the submission of the Latvian authorities of
18 August 2010 and do not incorporate the transfer of the investment in Lithuania, in AP Anlage & Privatbank AG and
deposits in the German branch from Parex banka to Citadele banka.

The difference between the total balance sheet value of Parex banka before and after the split is explained by the partial write-
down of the deferred tax asset as well as lower obligatory reserves that are needed for capitalisation of State Treasury deposit.

(}) As provided in the submission dated 27 August 2010, the equity of Citadele banka has decreased by LVL 4,9 million from the
issued share capital of LVL 103 million due to the transfer of negative revaluation reserve for available-for-sale financial assets.

(%) See also footnote 2 of this table and footnote 12.
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(33)

(36)

(37)

Citadele banka
Strategy

Citadele banka’s strategy to ensure long-term viability is
based on building a strong Baltics operations, focusing
on Latvia across the three main business segments:
Corporate, Retail and wealth management business (4.
However, the wealth management business will remain as
a core business of Citadele banka only if the bank is sold
by [...]. If that sale is not achieved, the wealth
management business will be sold separately by the
same date.

Citadele banka will not engage in CIS lending and the
CIS performing loan portfolio is hence deemed non-core.
No new lending will be done in this segment and the
existing portfolio will be disposed of by [...].

Parex banka’s presence in Lithuania and Estonia was
considerably more limited than in Latvia. Citadele
banka also plans to retain a limited presence in these
markets in the future.

As regards the two deposit-taking branches in Sweden
and Germany transferred to Citadele Banka, Latvia
explained that as a result of the run on the bank a
significant share of Baltic funding of the bank has been
depleted. Further, in the current macroeconomic context
of Latvia it is difficult to attract external funding. The
total deposits of the residents in the Baltic states are
significantly lower than the loan portfolio thereof,
whereas Parex banka’s main competitors receive
funding from their parent companies established in
other countries (mostly Sweden). Thus, Citadele banka
has to retain some funding base abroad (in Sweden
and Germany).

Addressing identified key weaknesses

Citadele banka intends to address the issues that forced
Parex banka to seck State aid and to restore long-term
viability through the key measures as follows.

Changing of management style and corporate
governance: Prior to nationalisation, Parex banka’s
decision-making processes were centralised with the
main owners. Citadele banka will adhere to the
enhanced corporate governance recently adopted. It will
implement a set of procedures of Management Board and
Supervisory Board aimed to ensure high corporate
governance standards. Key corporate governance prin-
ciples of Citadele banka are: strict separation of
ownership and management; ensuring the rights of

(") The wealth management business consists of the private capital

management
subsidiaries and AP Anlage & Privatbank AG, Switzerland.

sector of Citadele banka, assets management

(39)

(40)

(41)

shareholders; disclosure and transparency; responsibilities
and structure of the board; and promoting ethical and
responsible decision-making.

Enhanced risk management: The management of Parex
banka has reviewed and strengthened risk management
and controls within the bank both at the enterprise and
operational level across all major risk categories (market,
credit and operational risks). In particular, credit risk
controls in Citadele banka will be substantially re-
configured, to change the previous approach of Parex
banka, namely collateral-based lending with inherently
uncertain valuations, to cash flow-based evaluations of
the borrower’s debt service capacity. Risk management
is an essential element of Citadele banka’s management
process. Risk management within Citadele banka is
controlled by independent unit. In addition, the Super-
visory Board of Citadele banka takes part in risk
management supervision and has elected one of its
members to be responsible for the supervision of risk
management, internal audit and compliance function.
Monthly risk reports are prepared for the Supervisory
Board, which include update on credit risk and
compliance in the bank.

Smaller balance sheet focused on core segments: The
core business of Citadele banka will be in the Baltics
and the management’s focus will be to return Citadele
banka to profitability in this region. The non-core CIS
performing loan portfolio will be transferred to Citadele
banka, but will be sold by [...]. By refocusing on its core
activities and by materially reducing the size of its active
balance sheet, Citadele banka will be profitable in a
sustainable manner.

Stabilisation of liquidity position: The strategy of Citadele
banka is to develop a sustainable, low-risk funding model
by reducing reliance on wholesale financing, lengthening
the maturity profile and diversifying the sources of
funding through increasing the proportion of longer-
term customer deposits in Citadele banka’s funding
base. The deposits in Citadele banka are not subject to
withdrawal restrictions imposed by the Latvian regulator.

Return to profitability in the core segment by 2011:
Citadele banka plans to decrease administrative costs
and personnel expenses as well as other administrative
costs. Administrative costs of Parex banka have already
been decreased by 39 % or LVL 32 million per 2009.
Citadele banka’s cost/income ratio is expected to
decrease even further, and stand at [between 35 and
55] % in 2014. That decrease will be achieved through
[...] cuts in personnel expenses as well as by reviewing
different processes within Citadele banka. In order to
reduce its operational costs and become financially
stable, Citadele banka will continue steps already
initiated by Parex banka to rebuild the cost structure
through optimisation of the branch network, [...] and
other cost-saving measures. Cost-cutting will be supple-
mented with various income increasing initiatives and
focus on asset quality management in order to improve
return on equity (hereinafter, ‘ROE)).
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Financial projections

According to the projections included in the final restructuring plan, in the base case Citadele banka
would expect to return to profitability already in 2011 and to continuously improve its results until
2015. In 2014 Citadele banka would achieve a ROE of [between 18 and 28] %. Further, Table 3
illustrates the main financial performance indicators of Citadele banka for the years 2010-2014. The
effects of the restructuring actions carried out by the bank’s management are visible in the 2014 key
ratios with a costfincome ratio of [between 35 and 55] % and a ROE of [between 18 and 28] %. A
more solid capital structure would be established with equity/total assets ratio of [between 8 and 14]
% in 2015.

Table 3

The main financial performance indicators of Citadele banka in the base case for the years 2010-2014

Az“gi?):“ 2011e 2012¢ 2013e 2014e

Cost analysis

Operating expensestotal income [...]1% [...]1% [...]% [...]1% [35-55] %

Impairments/net loans [...]% [...]% [...]1% [...]% [1-3]1 %

Profitability

Net Income (Loss), in LVL million [loss] [profit] [profit] [profit] [profit]

ROE [—] % [.]% [...]% [..]% [18-28] %

Balance sheet

Total assets (LVL million) [...] [...] [...] [...] [1,400-
1,650]

Deposits/total assets [...]1% [...]1% [...]1% [...]% [...]%

Loans/customer deposits [...1% [...]% [...]% [...]1% [50-80] %

Equity/total assets [...1% [...]1% [...]% [...]1% [9-13]1%

CAR [10-14]% | [11-15]% | [12-16]% | [14-19]% | [16-20]%

In a worst case scenario Citadele banka is expected to return to profitability in 2013 and to improve
its results further in 2014. In 2014 the bank would achieve a ROE of [> 0] % (*°). The plan shows
that in the worst case scenario the capital ratios for Citadele banka and for the whole consolidated
group remain well above the minimum regulatory requirements. Table 4 illustrates the main financial
performance indicators of Citadele banka for the years 2010-2014 in the worst case scenario.

Table 4

The main financial performance indicators of Citadele banka in the worst case scenario for the years

2010-2014
A;Ogi?)zc 2011e 2012¢ 2013¢ 2014¢
Cost analysis
Operating expenses/total income [...1% [...]% [...]% [...]1% [45-60] %
Profitability
Net Income (Loss), in LVL million [loss] [loss] [loss] [profit] [profit]
ROE - [.]1% [>0] %

(%) The reason for a relatively high ROE in the worst case scenario is that the equity base in the worst case is lower due
to losses reducing the capital base in the preceding years.
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(45)

(46)

(48)

(50)

(51)

A;gilgzc 2011e 2012¢ 2013e 2014e
Balance sheet
Loans/customer deposits [...]% [...]% [...]1% [...1% [40-60] %
CAR [> 8] % [> 8] % [> 8] % [> 8] % [> 8] %

According to the results of a stress testing of Citadele banka (See Table 5) carried out by the Latvian
Central Bank, no additional capital would be needed to meet minimum capital requirements by the
end of 2015 with the capital adequacy ratio [> 8 %].

Table 5

The stress testing results for Citadele banka

Baseline scenario
New Bank . L s .

Additional provisions needed, | Additional capital needed, CAR. %

million LVL million LVL 7

2010 [...] [...] [...]
2011 [...] [...] [...]
2012 [...] [...] [...]
2013 [...] [...] [...]
2014 [...] [...] [...]

Parex banka after the Split

After the split Parex banka (including its subsidiaries) will be in [...]. It will sell and run off all of its
assets during the 2010-2017 period. The main task of Parex banka will be to recover the maximum
amount from the assets assigned to it over its lifetime, which for forecasting purposes is assumed to
be 8 years. Parex banka will thus avoid the need for a fire-sale of a portfolio or a time-pressured
realisation of collateral. Parex banka will concentrate on working out non-performing loans together
with already repossessed real estate assets. Hence, the main activities of Parex banka are to handle the
asset recovery procedures and thereafter manage and sell off assets in an orderly fashion as soon as
possible on reasonable terms.

Following the split, neither Parex banka nor its subsidiaries will engage in new economic activities
unless required for its primary task to manage transferred assets and to sell them. In particular, Parex
banka will stop new loan origination. However, it can unbundle certain assets into separate
subsidiaries for management (sale) purposes.

As regards funding of the CIS leasing companies, Parex will attempt to dispose of these businesses.
As mentioned above, no new loans, including leasing, are being made and, if no buyers are found,
the existing leasing portfolios are expected to be fully run-down by [...]. A significant proportion of
the leasing portfolios are [...].

These actions collectively are expected to result in an inflow of liquidity into Parex banka whereby it
will start returning the State deposits. However, the capital invested in the Bank will not be recovered
by the State, on the basis of the financial forecasts.

The restructuring plan envisages that Parex banka remains capital compliant only until [...].

Other measures included in the plan to address competition and burden sharing issues

Parex banka has suffered from a continuous deposit run. As a result, the deposit base presently is
significantly lower than prior to the crisis. The lending activities were also significantly constrained
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due to the lack of funding. The Latvian authorities commit to cap Citadele banka’s lending and
deposit-taking operations in the relevant geographical segments (see section 2.5 below). The capped
lending and deposit-taking operations will not allow a higher increase than [between 9 and 13] % on
a yearly basis from the already reduced market presence.

The restructuring plan envisages the reduction of business activities of Citadele banka compared to
Parex banka pre-crisis. That reduction will be partly achieved by divesting certain assets (the
performing CIS loans and the wealth management business, if sold separately from Citadele
banka). Furthermore, Latvia committed to privatise Citadele banka by 31 December 2014.

As a result of nationalisation, the former majority shareholders in Parex banka were wiped out (see
recital 13). Due to the subsequent recapitalisation of Parex banka by the State and the EBRD, the
minority shareholders were diluted (from previous 15,2 % to 3,7 % as at 7 July 2010).

2.4. THE RESTRUCTURING AID MEASURES

The final restructuring plan indicates that the existing rescue aid will be extended over the restruc-
turing period and split between the newly created bank, Citadele banka, and Parex banka. Some
additional State aid is planned in addition to that already received.

Liquidity support

The planned liquidity support in the form of State deposits for both Citadele banka and Parex banka
will not exceed the amount of LVL 1,5 billion, which was approved as maximum rescue aid in the
form of liquidity support for Parex banka before the split ('%). In the base case and worst case
scenarios State deposits in Citadele banka should be repaid by 2012. In the best case scenario
State deposits should be fully repaid by 2011. The State deposits in Parex banka remain outstanding
at the end of the restructuring period under the base and worst case scenarios. Unpaid amounts
ranges from LVL [0-100] million (the base case scenario) to LVL [100-200] million (the worst case
scenario). The repayment can take place earlier in case of a sale of beneficiaries or their assets. The
outstanding balances under different scenarios are shown in Table 6.

Table 6
State liquidity measures (outstanding balances at year end)

Citadele banka

(LVL million)
1.8.10 31.12.10 31.12.11 31.12.12 31.12.13 31.12.14
Base case 131 143 36 0 — —
Best case 131 143 — — — —
Worst case 131 143 36 0 — —
Parex banka
(LVL million)
1.8.10 31.12.10 | 31.12.11 | 31.12.12 | 31.12.13 | 31.12.14 | 31.12.15 | 31.12.16 | 31.12.17
Base case [400- [400- [400- [250- [250- [150- [150- [100- [0-100]
550] 550] 550] 400] 400] 400] 400] 250]
Best case [400- [400- [400- [250- [250- [150- [150- [100- 0
550] 550] 550] 400] 400] 400] 400] 250]
Worst case [400- [400- [400- [250- [250- [150- [150- [100- [100-
550] 550] 550] 400] 400] 400] 400] 250] 200]

(%) See the first and second rescue Decisions.
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The remuneration of the liquidity was fixed in the second rescue Decision on the basis of the
European Central Bank Recommendations of 20 October 2008 on government guarantees on
bank debt. According to the restructuring plan, pricing for both Citadele banka and Parex banka
will be determined as State funding costs (1) plus a 50 bps add-on fee. In addition, an incentive fee
will be introduced for Citadele banka — starting from April 2011 the fee will be increased by up to
15 bps each quarter as an incentive for the bank to refinance itself on the markets.

The projected cost of State liquidity support as compared to that of customer deposits in Citadele
banka is shown in Table 7.

Table 7

Cost of State deposits in Citadele banka as compared to cost of customer deposits

(%)

2010e 2011e 2012e 2013e
Cost of liquidity support 9,6 5,4 6,5 7,9
Cost of customer deposits [...] [...] [...] [...]

Guarantees

After the split, the existing guarantees to Parex banka’s syndicated lenders, as approved under the first
and second rescue Decisions, will remain in Parex banka along with the syndicated loans. The
restructuring plan envisages that they will be terminated by 31 December 2011, without requiring
the government to honour its guarantee.

In March 2010, Parex banka signed an agreement with the European Investment Bank (hereinafter
‘EIB’), which will provide a credit line of up to EUR 100 million to be used to provide finance to
small and medium-sized enterprises. The credit line is to be transferred to Citadele banka. The EIB
requires a State guarantee for this financing as long as Citadele banka remains below investment

grade.

Citadele banka may also need additional State guarantees or liquidity of up to LVL 88 million
(EUR 126 million) in respect of the outstanding Eurobonds, which expire in May 2011.

The pricing for State guarantees is that approved in the second rescue Decision ('¥). As regards the
pricing of the potential additional State guarantees included in the restructuring plan, it will be
benchmarked to the existing State guarantee (1,048 %) plus a step-up add-on fee of 12,5 bps
which will be introduced and increased by 12,5 bps at the end of each quarter.

Recapitalisation

Tier 1 capital

The restructuring plan assumes that the equity capital (Tier 1) already injected into Parex banka
during the rescue period will remain in Parex banka.

According to the restructuring plan no additional capital will be required from the State except for:

(a) a capitalisation of LVL 103 million by way of conversion of State deposits into equity in Citadele
banka at the time of the split. Remuneration of this capital should be achieved through the sale
of Citadele banka that Latvia has undertaken to carry out by end of 2014;

(b) and a capitalisation by way of conversion of some of the State deposits and interest on those
deposits in Parex banka in the years 2010-2013 up to an amount of maximum

(17) The State funding cost for EUR deposits will be set as a sum of short-term floating base rate that corresponds to

respective term EURIBOR/EUR mid-SWAP rate and fixed spread is calculated as average weighted credit risk spread
over benchmark EURIBOR/mid-swap rate for the Treasury’s borrowings over the previous calendar half-year that
represents the central government's actual funding costs; and for LVL deposits it will be set as a yield of the most
recently issued domestic Treasury bills or bonds. In any case the fixed spread should not be less than for the most
recent public borrowing of the bank: debt issues and/or syndicated loans carried out by the bank in the money and
capital markets (currently 3,5 % based on the initial spread over 2-year EUR mid SWAP rate for the notes issued by

the bank).

(*8) See the second rescue Decision, recital 15.
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LVL 210,7 million in the base case and LVL 218,7 million in the worst case. Parex banka is
envisaged to pay [...] % per annum interest on State deposits capitalised after the split until
31 December 2013. From 2014 onwards capitalised State deposits will be charged to the

profit/loss account at [...] %.

The respective amounts of the Tier 1 capital to be provided by the State to Parex banka under
different scenarios are shown in Tables 8 and 9.

Table 8

Projected capitalisation of State deposits in Parex banka

(LVL million)
31.7.10 31.12.10 | 31.12.11 | 31.12.12 | 31.12.13 | 31.12.14 | 31.12.15 | 31.12.16 | 31.12.17
Base case — — [10-30] | [30-60] | [0-20] — — — —
Best case — — [10-30] | [30-60] | [0-20] — — — —
Worst case — — [10-30] | [30-60] | [0-20] — — — —
Table 9
Deferred|/capitalised State Treasury Interest in Parex banka
(LVL million)
31.7.10 31.12.10 | 31.12.11 | 31.12.12 | 31.12.13 | 31.12.14 | 31.12.15 | 31.12.16 | 31.12.17
Base case — [0-10] [20-40] | [20-40] | [20-40] — — — —
Best case — [0-10] | [20-40] | [20-40] | [20-40] — — — —
Worst case — [0-10] | [20-40] | [20-40] | [20-40] — — — —

Latvia committed that the maximum total amount of capital provided to Parex banka must not
exceed LVL 218,7 million and that it shall not provide directly or indirectly any further capital in
whatever form to Parex banka after the end of [...].

The projected repayment of the principal of the State deposits and the interests by Parex banka is
shown in Table 10.

Table 10

Projected repayment of the principal of the State deposits and the interest by Parex banka

(in LVL million)

Base case Worst case
Principal repayment of the State deposit [...] [...]
Interest repayment on the State deposit [...] [...]
Total [...] [...]

Tier 2 capital

The rescue aid in the form of the subordinated loan (Tier 2 capital) will be transferred to Citadele
banka. The remuneration was fixed in the second and third rescue Decisions ('°) on the basis of the
European Central Bank Recommendations of 20 November 2008 for pricing recapitalisation
instruments. As of December 2009 fixed interest for the subordinated loan was [...] %, after
February 2010 it was increased to [...] %.

(%) See the second rescue Decision, recital 38 and the third rescue Decision, recital 13.
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(68) No Tier 2 capital was or will be provided to Parex banka by the State at or after the split.

Asset Relief Measure

(69)  As described in recitals 27-32, certain assets will be transferred from Parex banka to Citadele banka,
which will continue some Parex banka activities while non-core and non-performing assets will
remain in Parex banka. As regards the value of assets remaining in Parex banka, an assessment on
a conservative basis based on the worst case scenario would arrive at losses for the State of LVL
[200-400] million and LVL [50-300] million in the base case scenario. The losses would correspond
to around [20-50] % of the assets’ book value (of LVL 814 million) in the worst case scenario and
around [...] % in the base case scenario. If provisioning figures are taken into account the discount

on the nominal value of assets would be even bigger.

(70)  The respective estimates of outstanding liabilities and lost State equity after the liquidation of assets in

Parex banka are shown in Table 11.

Table 11

The outstanding liabilities and lost State equity after the liquidation of assets in Parex banka

(LVL million)

Base case

Outstanding State deposit

[0-100]

Recapitalisation by the State

[.]

Total

[50-300]

Worst case

Outstanding State deposit

[100-200]

Recapitalisation by the State

[.]

Total

[200-400]

2.5. COMMITMENTS OF LATVIA

In order to enable the Commission to find the restruc-
turing aid to Citadele banka and Parex banka compatible
with the internal market, on 3 September 2010 Latvia
provided ‘Commitments to the European Commission’, a
document signed by Latvia, Citadele banka and Parex
banka containing commitments aiming at ensuring full
implementation of the restructuring plan and limiting
distortions of competition that result from the restruc-
turing aid (hereinafter ‘the commitments). The main
commitments are described hereunder.

2.5.1. COMMITMENTS REGARDING CITADELE BANKA

Commitment to divest the CIS loans. Citadele banka shall
divest or procure the divestiture of the CIS loans by [...]
to a purchaser and on terms of sale approved by the
Commission. To carry out the divestiture, Citadele
banka shall find a purchaser and enter into a final
binding sale and purchase agreement for the sale of the
CIS loans by no later than [...]. If Citadele banka has not
entered into such an agreement by this date, it shall grant
the divestiture trustee an exclusive mandate to sell the
CIS loans by [...].

(73)

Commitment to divest the wealth management business.
The wealth management business shall be divested by
[...] as a going concern to a purchaser and on terms
of sale approved by the Commission. To this end, by
no later than [...]:

(a) Latvia must find a purchaser and enter into a final
binding sale and purchase agreement for the sale of
100 % of its participation in Citadele banka including
the wealth management business; or

(b) Citadele banka must find a purchaser and enter into a
final binding sale and purchase agreement for the sale
of the wealth management business separately from
the rest of Citadele banka.

If the wealth management business is not divested, along
with Citadele banka or separately, by [...], Citadele banka
shall grant the divestiture trustee an exclusive mandate to
sell the wealth management business separately from the
rest of Citadele banka by [...].
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(74)  Preservation of viability, marketability and competi- sale approved by the Commission. To carry out the

(76)

tiveness. Until the closing of the sale of the wealth
management business, Citadele banka shall preserve the
economic viability, marketability and competitiveness of
the wealth management business in accordance with
good business practice, and shall minimise as far as
possible any risk of loss of its competitive potential.

Hold separate obligation. Until the closing of the sale of
the wealth management business, Citadele banka shall
keep the wealth management business separately from

disposal, Latvia shall find a purchaser and enter into a
final binding sale and purchase agreement for the sale of
Citadele banka by no later than 31 December 2014. To
carry out this commitment, Latvia must sell all the shares
held directly or indirectly (including through public
undertakings), in Citadele banka. If Latvia has not
entered into such an agreement by 31 December 2014,
Latvia shall grant the Divestiture Trustee an exclusive
mandate to sell Citadele banka by 31 December 2015.

the businesses it is retaining and ensure that key (77)  Caps on new lending and deposits in the Baltic countries.
personnel of the wealth management business have no In Latvia, Lithuania and Estonia Citadele banka and its
involvement in any business retained and vice versa. Affiliated Undertakings shall cap:
Citadele banka shall appoint the hold separate manager
who shall be responsible for overseeing the management
of the wealth management business under the super- (a) their new gross lending in terms of volume and
vision of the monitoring trustee. The hold separate market shares in lending in terms of total loan
manager shall manage the wealth management business portfolio for Citadele banka and AB ‘Citadele’
independently and in the best interest of the business bankas (2%); and
with a view to ensuring its continued economic viability,
marketability and competitiveness and its independence
from the business retained by Citadele banka. (b) their deposit balances in terms of both volume and
market shares,

Commitment to sell Citadele banka. Latvia shall dispose
or procure the disposal of Citadele banka by to the maximum allowed amounts provided in
31 December 2015 to a purchaser and on terms of Tables 12-17.

Latvian market

Table 12
Caps on lending in Latvia
2010 2012 2013 2014 2015

Gross new core lending (LVL | [28-40] | [115-165] | [120-175] | [130-190] | [145-210] | [160-230]

million)

Market share for core loans [ [<5] % [<6] % [<6] % [<6] % [<7] % [<7] %

(without CIS loans) in terms

of share of loan portfolio to

total loans in Latvia (%)

Gross new private capital [0-4] [9,5-14] [10-15] [11-17] [12,5-18]

management sector (PCM) (1)

lending (LVL million)

(") See footnote 14.

Table 13
Caps on deposit balances in Latvia
2010 2011 2012 2013 2014 2015

Core deposit balance (without | [550-790] | [600-860] | [660-950] | [720-1045] | [795-1150] | [875-1260]

PCM deposits) (LVL million)

Market share for core deposits | [<7] % [<8] % [<8] % [<8] % [<8] % [<8] %

(%)

(*%) The Lithuanian subsidiary of Citadele banka.
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2010 2011 2012 2013 2014 2015
PCM deposit balance (LVL | [340-490] | [405-585] | [375-540] | [410-590] | [440-630] | [475-685]
million)
Market shares for PCM | [<5] % [<5] % [<5] % [<5] % [<5] % [<5] %
deposits (%)
Lithuanian market
Table 14
Caps on lending in Lithuania
2010 2011 2012 2013 2014 2015
Gross new lending (LVL | [19-27] | [36,5-53] | [40-58] [44-63] [48-70] [53-76]
million)
Market share in terms of share | [<2,5] % | [<2,5] % | [<2,5] % [<3] % [<3] % [<3] %
of loan portfolio to total loans
in Lithuania (%)
Table 15
Caps on total deposit balances in Lithuania
2010 2011 2012 2013 2014 2015
Total deposit balance (LVL | [115-170] | [130-185] | [140-205] | [155-225] | [170-245] | [190-270]
million)
Market share (%) [<3] % [<3] % [<3] % [<4] % [<4] % [< 4] %
Estonian market
Table 16
Caps on lending in Estonia
2010 2011 2012 2013 2014 2015
Gross new lending (LVL [ [3,2-4,6] [7-10] [7,6-11] [8-12] [9-13] [10-14]
million)
Market share in terms of share | [<1,5] % | [<1,5] % | [<1,5] % | [<1,5] % | [<1,5] % [<1,5] %
of loan portfolio to total loans
in Estonia (%)
Table 17
Caps on total deposit balances in Estonia
2010 2011 2012 2013 2014 2015
Total deposit balance (LVL | [85-125] | [95-135] | [105-150] | [115-165] | [125-180] | [135-195]
million)
Market share (%) <11% | [<151% | [<251% | [<2,51% | [<251% | [<25] %

Caps on the deposits for German and Swedish branches. Citadele banka shall cap its deposit balances
in the German and Swedish branches in terms of both volume and respective market shares to the

maximum allowed amounts provided in Tables 18 and 19.
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Table 18

Caps on total deposit balances for the German branch

2010 2011 2012 2013 2014 2015

Total deposit balance (LVL million) | [47-69] [50-75] [60-85] [65-90] | [70-100] | [80-110]

Market share (%) [<0,5] % | [<0.5]% | [<0,5]1% | [<0,5] % | [<0,5] % | [<0,5] %

Table 19

Caps on total deposit balances for the Swedish branch

2010 2011 2012 2013 2014 2015

Total deposit balance (LVL million) | [35-50] [40-55] [40-60] [45-70] [50-75] [55-80]

Market share (%) [<0,5] % | [<0,5] % | [<0,5] % | [<0,5] % | [<0,5] % | [<0.5] %

No increase in the number of branches: Citadele banka shall not increase the total number of
branches. This, however, does not prevent Citadele banka from reallocating some of its branches.

The Commitments referred to in recitals 77-79 shall apply until both the full repayment of the State
aid in the form of liquidity measures provided by Latvia to Citadele banka and the closing of the sale
of Citadele banka have taken place, and until [...] at least. If the wealth management business is sold
separately from the rest of Citadele banka, the caps regarding the PCM (a part of wealth management
business) loans and deposits referred to in recital 77 shall cease to apply after the closing of the
separate sale of the wealth management business.

Remuneration in respect of the asset relief measure: Citadele banka shall remunerate Latvia for the
asset relief up to the amount of estimated losses to Latvia in the worst case scenario being the sum of
the liquidity measures provided by Latvia potentially to be lost at the end of assets’ realisation (LVL
[100-200] million) and the projected total capital to be provided to Parex banka as from the transfer
date (LVL [...] million). The remuneration shall take the form of costs in the profit and loss account,
i.e. before the establishment of the annual net income. That remuneration should be paid every year
in which Citadele banka’s capital adequacy ratio on solo basis is not lower than 12 % and capital
adequacy ratio at group level is not lower than 8 % as long as the relevant amount does not lead to
Citadele banka showing losses in the relevant year. This commitment shall apply until the closing of
the sale of Citadele banka.

Acquisition ban. Citadele banka shall refrain from acquisitions of both financial and non-financial
institutions until both the full repayment of restructuring aid in the form of liquidity measures
provided by Latvia to Citadele banka and the closing of the sale of Citadele banka.

No new CIS loans. Until the closing of the sale of the CIS loans, Citadele banka shall not grant any
new loans to clients from the CIS countries and clients whose ultimate beneficiaries are from the CIS
countries. Citadele banka and its affiliated undertakings will be allowed to disburse funds only when
the formal loan contract has been signed before the transfer date. Citadele banka shall cease granting
further advances on existing loans save for situations where this is necessary to preserve or increase
the probability of Citadele or its affiliated undertakings being repaid on outstanding loans. In
addition, such advances shall be limited to a maximum of 2 % of the previous year’s loan portfolio.

2.5.2. COMMITMENTS REGARDING PAREX BANKA

No new activities. Parex banka and its affiliated undertakings shall not engage in any new activities
that are not necessary for its primary task of managing the assets and sell them thereafter.
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(85)  Parex banka and its affiliated undertakings shall cease: (91)  Separation between Citadele banka and Parex banka:
Citadele banka and Parex banka shall be fully oper-
ationally separated by no later than 1 August 2011,
(a) granting any new loans to corporate or private except for certain IT activities and management and
customers, including leasing loans. Parex banka and administration of the CIS loans. The latter service shall
its affiliated undertakings will be allowed to disburse be remunerated at a market-oriented fee.
funds only when the formal loan contract has been
signed before the transfer date or there is no new
money and the loan is made to restructure the o )
borrowing linked to assets for restructuring. Parex (92)  Trustees. monitoring trustee shall be appointed to carry
banka will be in a position to issue new loans to out the functions specified in section F of the
its affiliated undertakings in order to manage repos- commitments.
sessed collaterals;
b tine further ad stin | Cf (93) If Latvia or Citadele banka, as appropriate, have not
(b) granting fur her & v}ince‘s on existing foans except for entered into a binding sales and purchase agreement 1
situations }YV ere lg Ls,l,ls nefces;ary t% plieserve or month before the end of the periods referred to in
lr;g_eased ¢ ed pri'a lllt))" 0 ara( anka or d_lts recitals 72, 73 and 76, a divestiture trustee shall be
ia iliate dun 1ilrta 1ng;; ehlng 3epa1 on outst.andlng appointed to carry out the functions specified in
oans and where a further advance is required to section F of the commitments.
fund repairs and improvements that are essential to
the structural integrity of the secured property. In
addition, such advances shall be limited to a
maximum of 5% of the previous year's loan (94)  The trustees will be independent of Citadele banka, Parex
portfolio; banka and Latvia, possess the necessary qualifications to
carry out its mandate, and will neither have nor become
exposed to a conflict of interest.
(c) taking any new deposits from the public.
(86)  Parex banka and its affiliated undertakings shall wind- (95)  The Commission will have discretion to approve or reject
down or divest all leasing activities by [...]. the proposed trustees and to approve the proposed
mandate subject to any modifications it deems
necessary for the trustees to fulfil their obligations.
(87)  The maximum total amount of capital provided directly
or indirectly to Parex banka by Latvia in whatever form
shall not exceed LVL 218,7 million. Latvia shall not . . o o
. . L oo (96)  The trustee(s) will assume its specified duties in order to
provide directly or indirectly any further capital in . ) .
ensure compliance with the commitments. The
whatever form to Parex banka after [...]. - . e
Commission may, on its own initiative or at the
request of the trustee, Latvia, Citadele banka or Parex
2.5.3. OTHER COMMITMENTS banka, give any orders or instructions to the trustee in
o order to ensure compliance with the conditions and obli-
(88) Dividend and Coupon ban. Citadele banka, Parex banka gations referred to in this Decision and the
and their affiliated undertakings shall not pay investors commitments.
any dividends or coupons on existing capital instruments
(including preference shares, B shares, and upper and
lolwte.r “etr'zt}insmmems)l e there 1 oy C?H gﬁhti. n 3. GROUNDS FOR INITIATING THE FORMAL INVESTI-
relation to the same, unless there is a legal obligation GATION PROCEDURE
to do so. This commitment, however, does not apply
to the capital held directly or indirectly by Latvia and (97) The Commission opened the formal investigation
ca[.n.tal held by ClFadele banka and Parex banka in their procedure on the initial restructuring plan submitted
affiliated undertakings. on 11 May 2009 in this case because it had, inter alia,
doubts that the initial restructuring plan was adequate to
] o ) ensure the restoration of the bank’s long-term viability
(89) No reference to State support in advertising. C}tadele without continued State support.
banka and Parex banka shall not use the granting of
the State aid, State ownership or any competitive
advantages arising in any way from that aid or
ownership for advertising purposes. (98) More specifically, it was not clear how and when Parex
banka would re-establish compliance with relevant regu-
latory requirements. The initial plan also did not
(90)  The commitments set out in recitals 88-89 shall apply to adequately address the risk factors (including exposure

Citadele banka until both the full repayment of the State
aid in the form of the liquidity measures provided by
Latvia to Citadele banka and the closing of the sale of
Citadele banka.

to non-OECD borrowers) identified in the due diligence
report submitted with the restructuring plan. Moreover,
the initial plan appeared to be based on rather optimistic
assumptions as to the future operating conditions. The
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Commission had doubts on how the bank would have
been able to manage the lifting of deposit withdrawal
restrictions. Notwithstanding liquidity constraints, the
initial plan appeared to be built on an expanding
business strategy for all lending segments and did not
provide for abandoning or significant reduction of more
risky activities, such as lending to high net worth indi-
viduals in CIS countries. Regarding the then forecasted
expansion of the deposits volumes and deposit-raising
activities, there were doubts as to whether that plan
was realistic and cost-efficient. Furthermore, the Latvian
authorities had not at that stage provided the results of
the stress test. In the opening Decision, the Commission
invited therefore the Latvian authorities to reconsider the
overall proposed business strategy for Parex banka.

The plan envisaged a business expansion strategy which
appeared to mainly rely on an aggressive pricing and
marketing policy to regain lost market shares using the
bank’s competitive advantage due to State aid. However,
it did not include adequate measures to limit competition
distortions.

As regards the issue of burden-sharingfown contribution,
the initial plan did not provide clear information on the
whole amount of required State support and Parex
banka’s own contribution. The Commission had doubts
whether the initial plan was focussed so as to limit the
aid to the minimum. Under all scenarios, even by the end
of the restructuring period the bank remained dependent
on the State liquidity facilities or guarantees. In this
context, the Commission also needed to investigate to
what extent the funding needs of Parex banka could be
reduced by a greater focus on core activities and an
overall further reduction of the bank’s size.

4. COMMENTS FROM INTERESTED PARTIES

No comments from interested third parties were received
with regard to the opening Decision within the
prescribed time limits.

5. COMMENTS FROM LATVIA

In reply to the opening Decision the Latvian authorities
submitted a revised restructuring plan dated 4 September
2009 in which they aimed at addressing a number of
doubts raised by the Commission by changing the
restructuring strategy for Parex banka. The content of
the plan is described in section 3.2. However, following
the final decision on the split of Parex banka, that plan
was replaced by the final restructuring plan, submitted
on 7 July 2010.

6. OTHER COMMENTS

After the expiry of the prescribed period, the
Commission received letters dated 15 June and 13 July
2010 from the former majority shareholders of Parex

(104)

(105)

(106)

(107)

banka. Furthermore, the Commission received letters
from members of the Latvian parliament dated 22 June
and 1 July 2010. The main issue raised in the letters of
15 June and 13 July 2010 related to the choice between
the ‘good-out’ and ‘bad-out’ scenarios for the bank’s
restructuring. The letters of 22 and of 1 July concen-
trated on the implications which the chosen strategy
for Parex banka and ongoing legislative initiatives may
have in view of the Latvian legal system.

The Commission notes that, where appropriate, it has
taken into account the issues raised in those letters in
its assessment of the final restructuring plan to the extent
that they were relevant and the matter fell within its
competence.

7. ASSESSMENT
7.1. EXISTENCE OF AID

The Commission must assess whether the measures
concerned constitute State aid. Article 107(1) TFEU
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 shall, insofar as it affects trade
between Member States, be incompatible with the
internal market.

The Commission observes that, with regard to the rescue
measures in the form of guarantee, liquidity support and
recapitalisation granted to Parex banka, which are main-
tained after the split of Parex banka during the restruc-
turing phase, it has already established in the first rescue
Decision (2!) that those measures constitute State aid. The
Commission has no reason to change its previous
assessment in this respect. Likewise, as these measures
benefit a substantial part of the economic activity
previously done by Parex banka that is continued by
Citadele banka, they also constitute State aid to
Citadele banka.

As regards the aid measures described in recitals 63 and
69, Latvia implements them for the restructuring of
Parex banka which was and partly remains involved in
cross-border and international activities. Also Citadele
banka, which takes over economic activities of Parex
banka, is and will be active on markets open to inter-
national competition. Therefore any advantage from State
resources would affect competition in the banking sector
and have an impact on intra-Union trade. Furthermore,
the measures concerned are selective as they solely
benefit Citadele banka and Parex banka and they are
financed through State resources. In the current circum-
stances of a financial crisis and in view of the Parex
banka financial difficulties a market economy investor
would not have granted such measures on comparable
terms.

(*) As amended by the second rescue Decision and the third rescue

Decision.
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(108) In addition, as regards the capitalisation measures, it is force at the time the decision was taken, in the opening

(109)

(110)

111)

112)

113)

considered that a market economy investor expects a
return commensurate with the risk perceived for the
investment under consideration. This is especially true
for Citadele banka which currently is not rated, and
has emerged from the bank in difficulty in the context
of restructuring.

It is considered that the transfer of assets from Parex
banka to Citadele banka implemented under a ‘good-
out’ scenario (see recital 69) as an asset relief measure,
because the newly created bank (Citadele banka) is
relieved from the burden of potential losses on non-
core and non-performing assets left behind in Parex
banka. That relief, in turn, allows Citadele banka to
avoid the subsequent depletion of its capital. Therefore,
the measure at issue confers an advantage on Citadele

banka.

The assets relief measure is financed through the State
resources given that according to the final restructuring
plan Latvia will provide capital to Parex banka up to
LVL 218,7 million until [...] which, along with the
outstanding deposits in the amount of LVL [100-200]
million, will potentially not be repaid at the end of the
projected [...] period (see Table 11 above).

In light of the above, it is considered that further recap-
italisation at the time of the split in the form of a capital
injection into Citadele banka of LVL 103 million and the
conversion of State deposits and interest on those
deposits in Parex banka upon the split and thereafter
(see above recital 63) and the asset relief measure (see
above recital 69) also constitute State aid pursuant to
Article 107(1) TFEU.

7.2. COMPATIBILITY OF THE AID
7.2.1. LEGAL BASIS FOR THE COMPATIBILITY ASSESSMENT

Article 107(3)(b) TFEU empowers the Commission to
find aid compatible with the internal market if it is
intended to ‘remedy a serious disturbance in the
economy of a Member State’. As already indicated in
the opening Decision, the Commission considers, that,
due to the systemic relevance of Parex banka,
Article 107(3)(b) TFEU can be applied in this case and
that the notified aid measures should be assessed on this
basis.

On the basis of the three Communications (2?) adopted
in the context of the current financial crisis that were in

(*?) See Communication from the Commission — Application of the
State Aid rules to measures taken in relation to financial institutions
in the context of the current global financial crisis, O] C 270,
25.10.2008, p. 8; Communication from the Commission — Recap-
italisation of financial institutions in the current financial crisis:
limitation of aid to the minimum necessary and safeguards
against undue distortions of competition, O] C 10, 15.1.2009,

p- 2,

and Communication from the Commission on the

Treatment of Impaired Assets in the Community banking sector,
O] C 72, 26.3.2009, p. 1.

(114)

(115)

(116)

(117)

(118)

0J
() O]
(*) O]

Decision the case was preliminarily assessed in line with
the principles of the Guidelines on State aid for rescuing
and restructuring firms in difficulty (2%), while taking into
consideration the particular features of the crisis in the
financial markets.

Although the opening Decision made reference to the
Guidelines on State aid for rescuing and restructuring
firms in difficulty, the Commission has clarified in
recital 49 of the Communication on the return to
viability and the assessment of restructuring measures
in the financial sector in the current crisis under the
State aid rules (hereinafter, ‘Restructuring Communi-
cation’) (%) that all aid relating to financial institutions
notified to it before 31 December 2010 will be
assessed as restructuring aid to banks pursuant to the
Restructuring Communication instead of the Guidelines
on State aid for rescuing and restructuring firms in

difficulty.

As regards the asset relief measure, it should also be
assessed on the basis of Communication on the
treatment of impaired assets in the Community
banking  sector (¥*)  (hereinafter, ‘Tmpaired  Assets
Communication’).

In the context of the first rescue Decision (and later
confirmed, inter alia, in the opening Decision), it was
already established that Parex banka is an institution in
difficulties and hence an in-depth restructuring of the
bank was necessary.

7.2.2. COMPLIANCE OF THE MEASURES WITH THE
IMPAIRED ASSETS COMMUNICATION

As previously pointed out in recitals 109, 108 and 111,
the transaction regarding the transfer of the assets from
Parex banka into Citadele banka can be considered an
asset relief measure. The State will assume a significant
share of losses from non-core and non-performing assets.

The specific conditions applying to asset relief measures
are laid down in the Impaired Assets Communication.
Pursuant to section 5.2 of that Communication, an
asset relief measure should ensure ex-ante transparency
and should provide for adequate burden-sharing followed
by the correct valuation of the eligible assets and the
correct remuneration of the State, so that the asset
relief measure ensures shareholders’ responsibility and
does not unduly distort competition.

C 244, 1.10.2004, p. 2.
C 195, 19.8.2009, p. 9.
C 72, 26.3.2009, p. 1.
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(119) Overall, where this case departs from similar trans- burden-sharing and to ensure a level playing field (i..

(120)

(121)

(122)

(123)

(124)

actions (%%), it does so in a positive manner since Latvia
will not cover all losses from the impaired portfolio.
Instead, coverage is ensured only up to a maximum
amount and to the extent necessary to make Parex
banka capital compliant until [...]. In asset split
scenarios where the ‘good-out’ method is chosen, as in
the current case, the burden of losses on non-core and
non-performing assets is also partly borne by the former
majority shareholders and the legacy minority share-
holders. That method is viewed positively from a State
aid point of view as it limits to some degree the necessity
for a fully fledged valuation of the extent of the
impairments.

Pursuant to the Impaired Assets Communication, the
appropriateness of the transfer price and the remun-
eration should be assessed. In the present case, it is
clear that the book value of the assets remaining with
Parex banka is higher than their market value and
therefore constitutes State aid to Citadele banka, as
already established in recitals 109-111.

According to points 23 and 41 of the Impaired Assets
Communication, the transfer price in asset purchase
measures should be based on their underlying long-
term economic value. In a ‘good-out’ scenario, the
good bank should in principle therefore cover the
difference between transfer value and real economic
value. If this is not possible to avoid technical insolvency,
this difference would have to be recovered, for example
through a claw-back.

In the present case and as already set out in recital 69, a
conservative approach based on the worst case scenario
would incur losses for the State of LVL [between 100
and 400] million; there would be losses for the State of
LVL [...] million in the base case scenario. Given that
most of the loans are collateralised, those valuations of
assets’ long-term economic value in the financial
projections do not appear to be too optimistic. Were
Citadele banka able to fully cover these losses, the
measure would be equivalent to an asset transfer at
real economic value.

In addition, pursuant to section 5.2 of the Impaired
Assets Communication, the Commission considers that
Citadele banka should pay an appropriate remuneration
for the capital relief achieved by the impaired assets
measures.

The objective of requiring remuneration (including,
where applicable, a claw-back) is two-fold: to ensure

(%% See, for example, 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, OJ L 112, 5.5.2010, p. 38.

(125)

(126)

(127)

(128)

minimise competition distortions).

In the light of the estimated effect of the asset relief and
the projected net income (see Tables 3 and 4 above) the
Commission takes the view that the Citadele banka will
not able to pay the required remuneration (including a
full claw-back) for the asset relief while still restoring
viability. However, the projected net income should
allow it to pay at least part of that remuneration after
it returns to profitability and its capital base is adequate.

Therefore, the Commission welcomes the commitment
provided by Latvia whereby Citadele banka shall
remunerate the State for the asset relief up to the
amount of estimated losses in the worst case scenario,
being the sum of the State deposits to be lost at the end
of assets’ realisation (LVL [between 100 and 200]
million) and the State recapitalisation measures (LVL
[...] million). The payment of the remuneration will
take the form of expenditure in the profit and loss
account, i.e. before the establishment of the annual net
result, and should be paid every year in which Citadele
banka’s capital adequacy ratio is not lower than 12 % up
to an amount that does not lead to Citadele banka
showing losses in the relevant year. This commitment
shall apply until the closing of the sale of Citadele
banka (see recital 81). Overall, the Commission
considers that this mechanism ensures as far as
possible a contribution from Citadele banka to costs
stemming from [...].

However, as the remuneration and claw-back may not
reach the level foreseen by the Impaired Assets
Communication, a far-reaching restructuring is required
by point 41 of the Impaired Assets Communication. That
restructuring must include, in particular, a significant
limitation of size of the distressed bank, to compensate
for the fact that Citadele banka does not fully bear the
losses and does not pay a fully adequate remuneration.

To conclude whether the restructuring is sufficient, it has
to be assessed against the objectives of the remuneration
and the claw-back, i.e. burden-sharing and mitigation of
competition distortions. In particular, it needs to be
ascertained whether a sufficient burden-sharing has
been achieved through other means and whether
competition distortions are limited by verifying the
market position and the size of Citadele banka. This
assessment will have to take into account the other aid
measures that have benefitted Parex banka and Citadele
banka and is reflected in the part of this Decision that
analyses the compliance of the aid measures with the
Restructuring Communication (see recitals 144 and
following).
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(129) After the split, Parex banka will be separate and organi- (134) More specifically, as regards the focus of the business
sationally independent from Citadele banka, as required model, one of the major concerns in the opening
by section 5.6 of the Impaired Assets Communication. Decision, Citadele banka will, according to the final
restructuring plan, refocus on traditional bank business
activities in the Baltics. Accordingly, Citadele banka will
(130) In conclusion, the Commission considers that the present concentrate o 1ts core activities, Whlle v&.nthd.rafmng. from
case is in compliance with the Impaired Assets thos‘e areas‘w}.nch‘aggravateq its financial d1ff1cult1es..1n
Communication. particular, it is viewed positively that all CIS leasing
(including subsidiaries) and non-performing CIS loans
are left behind in Parex banka. As for performing CIS
loans, although they were transferred to Citadele banka,
7.2.3. COMPATIBILITY UNDER THE RESTRUCTURING Latvia has committed that they will be divested and in
COMMUNICATION any case no new loans will be originated (see recitals 72
L . o and 83). Furthermore, the wealth management business
The application of the Restructuring Communication will be divested either separately from Citadele banka by
(131) The Restructuring Communication sets out the State aid [h] 101 soll(d.wfxth iltsdeli ba(?k if an lnYeslt(;rs fo; thh.e
rules applicable to the restructuring of financial insti- g ole bank is found by that date (see recita of this
tutions in the current crisis. In order to be compatible ecision).
with Article 107(3)(b) TFEU, the restructuring of a
financial institution in the context of the current
financial crisis has to:
(135) Further, as the Commission indicated in the opening
Decision, the emerging Citadele banka will be of much
. . i smaller scale than Parex banka was before the crisis. That
(i) lead to the restoration of the long-term viability of duced size is i icular d he split and th
the bank: reduced size is in particular due to the split and the
’ divestitures that will be carried out. The aggressive
expansion in lending and deposit markets envisaged in
the initial restructuring plan has been conservatively
(i) include sufficient own contribution by the bene- revised downwards in the final restructuring plan and
ficiary (burden-sharing); will be capped as committed by Latvia (see recitals 77
and 78) of this Decision).
(ili) contain sufficient measures limiting the distortion of
competition.
(136) The changes in management style (major shareholders
and members of the boards have already been replaced)
. L g and corporate governance of Citadele banka and the
Restoration of long-term. viability strengthened risk management and controls within the
(132) Section 2 of the Restructuring Communication states that bank are Vl?wed Posmvely. Parex banka has  already
the Member State should submit a coherent, compre- reduced admm-lstratlve co§ts by 39 %. Citadele banka’s
hensive and detailed restructuring plan. It should demon- expected cost/ ncome ratio .Wﬂl decrease to .[bettw?en
strate how the bank will restore long-term viability 35 and 55] % in 2014 mainly thanks to optimisation
without State aid as soon as possible. The plan should of the branch network and personnel expenses.
also identify the causes of the bank’s difficulties and the
bank’s own weaknesses, and outline how the proposed
restructuring measures remedy the bank’s underlying
problems. (137) According to the requirements set out in points 12 to 15
of the Restructuring Communication, the final restruc-
turing plan should also demonstrate how the bank will
(133) In line with the requirements set out in point 11 of the restore 1ts long—term viability Wlthout continuous State
Restructuring Communication, the final restructuring aid as soon as possible. In pgrtlcular, the bank S,hOUId be
plan submitted by Latvia is coherent, comprehensive able to generate an appropriate return on equity, W}_nle
and detailed. It provides detailed information on the covering all costs of its normal operations and complying
business model, underlying assumptions and resulting with the relevant regulatory requirements.
financial projections. In line with point 10 of that
Communication, the plan also identifies the causes of
the difficulties faced by Parex banka, in particular the
management’s choice of an inadequate business strategy (138) First, the restructuring plan provides detailed financial

and some high-risk decisions (see section 2.1 and recitals
38-42 of this Decision). The restructuring activities
presented in the final plan adequately address the
bank’s weaknesses. In this way, the concerns regarding
the originally notified restructuring plan as set out in the
opening Decision are addressed in the final restructuring
plan.

data and projections for the period 2006-2015, giving
information on revenues, costs, impairments, profits and
capital position of the bank. The Commission considers
that the base case projections provided are based on
reasonable underlying macroeconomic assumptions
(they are less optimistic that those of the 2010
European Economic Spring Forecast).
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(139) Citadele banka expects to generate profits again in 2011 Consequently, the Commission is of the opinion that

(140)

(141)

(142)

(143)

and continuously improve its yearly results over the
restructuring period. In 2014 the ROE is planned to
reach a level of [between 18 and 28] %, which appears
to be a sufficient level of remuneration for normal
market conditions in Latvia. This would be comparable
to the historical ROE of 28 % in 2006 and of 20 % in
2007. The capital ratios of Citadele banka and those of
the group remain well above the minimum regulatory
requirements. Given the stable business model of the
bank and Parex banka’s track record in the past with
respect to its core operations, the Commission considers,
on the basis of the information provided, the projections
presented as feasible.

Second, in light of the stress testing exercise by the
Central Bank (see recital 45) the Commission is of the
view that Citadele banka is able to withstand a stress
scenario  without needing further aid. The stress
scenario demonstrates that the bank meets its regulatory
capital requirements. Moreover, the sensitivity analysis
used in the stress testing shows that a significantly
changing economic environment should not endanger

the bank’s viability.

Third, deposit withdrawal restrictions will not apply to
Citadele banka and all other regulatory requirements will
be complied with. As regards deposit withdrawal
restrictions, a major part of the main depositors have
agreed to keep the deposits in the bank for a certain
period of time after the restrictions are lifted. These
deposits have been effectively transferred to Citadele
banka (as indicated in Table 2). Moreover, the
Commission welcomes the proposed low-risk funding
model that relies to a greater extent on longer-term
funding, thus addressing the previously existing
maturity gap between liabilities and assets.

Finally, the plan provides that Citedele banka will repay
State liquidity measures by 31 December 2012 even in
the worst case scenario. That envisaged repayment
addresses the concerns raised in recital 80 of the
opening Decision that the bank continued to rely on
State liquidity beyond the restructuring period.
Furthermore, the Commission notes that the State
capital of LVL 103 million placed in Citadele banka at
the date of the split will be ‘redeemed’ in line with the
commitment undertaken by Latvia regarding the sale of
Citadele banka by 31 December 2014 (see recital 76).

In light of the above, the Commission considers that the
new business model of Citadele banka is viable and
sustainable in the long-term. Therefore, the restructured
bank will be able to compete in the market place on its
own merits in compliance with the relevant regulatory
requirements and its viability will not be endangered
even in a significantly changing environment.

(144)

(145)

(1406)

(147)

the Parex banka’s restructuring plan fulfils the
requirements of the Restructuring Communication with
regard to the restoration of the long-term viability.

Own contribution/Burden sharing

Section 3 of the Restructuring Communication provides
that banks and their stakeholders should contribute to
the restructuring as much as possible in order to limit
the aid to a minimum and to address distortions of
competition and moral hazard. That requirement
implies that banks use their own resources to finance
the restructuring, for instance by selling assets, while
the stakeholders should absorb the losses of the bank
where possible. Restructuring aid is limited under point
23 of the Restructuring Communication to those costs
which are necessary for the restoration of viability.

The final restructuring plan, unlike the initial plan
submitted on 11 May 2009, has a clear focus and
abandons the expansive strategy originally envisaged for
Parex banka. That targeted approach contributed to
limiting the aid required. In this context, the proposed
divestments and the scaling down of Citadele banka’s
balance sheet, as well as putting Parex banka in [...]
are viewed positively. In particular, the proceeds from
materialising the assets will finance part of the restruc-
turing costs and limit the aid required. The Commission
highlights that the Latvian authorities have provided a
detailed timeline for planned divestments and
committed to the appointment of a monitoring trustee
as well as a divestment trustee in order to ensure
compliance with the commitments. Moreover, in
respect of the contribution to restructuring costs
through internal resources generated by the bank, the
Commission notes that the bank implements far-
reaching cost-cutting measures.

It is considered that the measures already implemented
and those committed to by Latvia ensure that own
resources are used and that private capital holders of
Parex banka adequately contribute to the restructuring.

The burden to the former majority shareholders can be
demonstrated by the take-over of their entire share-
holdings in Parex banka by Latvia for the symbolic
price of LVL 2. They have been wiped out and thus
can be considered as having borne the consequences of
the failure of Parex banka. In addition to the removal of
the former majority shareholders, the shareholding of
minority shareholders has been significantly diluted as a
result of the State and the EBRD recapitalising the Bank.
Their ownership has been diluted from the previous level
of 15,2 % to 3,7 % currently, and they will remain with
Parex banka after the split ([...]). Those measures serve as
a valuable signal against moral hazard.
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(148) Additionally, subordinated loans by legacy shareholders will be junior liabilities in Parex banka. The
liquidation of the assets of Parex banka in the base case scenario does not envisage that sufficient
proceeds will be received to cover more than senior liabilities in the bank. As subordinated loans
mature in the period 2015-2018 and the State would only support the capital of Parex banka [...],
while at the same time it receives adequate remuneration for the State deposits, the subordinated debt
holders are likely to bear losses on the capital they invested [...].

(149) Moral hazard is adequately addressed by the own contribution of past capital holders in the bank.
Consequently, the Parex banka’s restructuring plan provides for sufficient burden sharing and own
contribution to the restructuring. The final restructuring plan complies accordingly with section 3 of
the Restructuring Communication.

Measures mitigating distortions of competition

(150) Section 4 of the Restructuring Communication requires that the restructuring plan includes measures
limiting distortions of competition and ensuring a competitive banking sector. Moreover, those
measures should ensure that State aid is not used to fund anti-competitive behaviour.

(151) The Commission considers that the package of measures contained in the final restructuring plan
represents a significant improvement compared to the initial restructuring plan which addresses the
doubts on this issue raised in the opening Decision. In view of significant divestitures and market
caps as well as the bank’s downsizing (see Table 20) the Commission considers that the plan
represents an appropriate package of measures that will contribute to the maintenance of a level
playing field and competitive markets. The initial strategy of the notified plan based on expansion of
the business, on which the opening Decision raised substantial doubts, has changed and the final
restructuring plan is based on a significant reduction of the bank’s size, in terms of both balance
sheet total and market shares in its core markets.

Table 20

Downsizing and reduction of Citadele banka’s presence in the core markets

Citadele banka at the end Lo Market share reduction in the
Market share reduction in the

Assets of Citadele banka as

compared to pre-crisis Parex

banka

of restructuring period,
YE 2014

(including incremental
growth)

core lending markets at the end
of restructuring
(including incremental growth)

deposits (core and wealth
management business) markets

at the end of restructuring
(including incremental growth)

After the split: 44 %

(total assets reduced by
EUR 1,9 billion);

If the divestment of CIS

[40-55] % (reduced by
EUR [1,9-2,3] billion)

Pre-crisis market share of
11,7 % vs. [< 7] % in
2014 (capped): market
presence reduced by

Pre-crisis market share of
20% (1) vs. [< 13] %
(decreasing to [< 10] % by
2015): market presence

loans is  taken into [50-60] % reduced by [55-65] %
account (YE [...]):
[35-50] %

(total assets reduced by
EUR [1,6-2,3] billion)

() As of 30 April 2008.

(152) The restructuring of the bank includes a substantial
reduction of the bank’s presence in core market
segments. First, as a consequence of the implementation
of the restructuring measures, Citadele banka will reduce
its total assets by approximately 60 % and its market
presence in all core markets by more than 50 % as
compared to Parex banka pre-crisis. The reduced
market presence of the bank as well as the envisaged
divestitures will free respective market segments for the
competitors. Second, as already mentioned in the section
2.5, Citadele banka will either be sold by Latvia by
31 December 2014 at the latest or by a divestiture
trustee by 31 December 2015, and the wealth
management business will be sold by [...] (whether
within Citadele banka or separately), thereby giving

potentially harmed competitors the possibility to bid for
those businesses. The sale can be considered as a measure
to limit distortions of competition (¥).

(*’) See Commission Decision of 21 October 2008 in case C 10/08,
IKB, O] L 278, 23.10.2009, p. 32, at recital 113, Commission
Decision of 3 December 2008 in case NN 42/08, NN 46/08 and
NN/53/A[08, Fortis Banque & Fortis Banque Luxembourg, at recital 95,
Commission Decision of 9 July 2009 in case N 344/09 and
N 380/09 Kaupthing Luxembourg, at recital 79, Commission
Decision of 25 January 2010 in case NN 19/09 Dunfermline, at
recitals 126 and 130 and Commission Decision of 28 October
2009 in case C 14/08 (ex No NN 1/08) Restructuring aid to
Northern Rock, O] L 112, 5.5.2010, at recital 162.
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(153) The measures to limit distortions of competition are conduct any new activities other than those necessary to

(154)

(155)

(156)

(157)

found to be adequate also due to the relatively limited
absolute size of the bank in restructuring (around EUR
2,2 billion). Following the restructuring, only its core
activities will remain. The most important of those will
be Citadele banka’s presence in Latvia, whose market is
already rather concentrated and dominated by a number
of foreign banks (*)). The capped market share of
Citadele banka of around [4-7] % of loans and [7-10]
% of deposits (see recital 77) can be considered as
adequate  mitigation of potential distortions of
competition, when compared to its market share of
12 % of lending and about 20 % in deposits before the
crisis.

The bank’s presence in other geographical markets is
limited and will be capped to further limit potential
distortions of competition so as not to exceed market
shares of [< 4] % in the Lithuanian lending and deposit
markets, [<1,5] % in the Estonian lending market and
[<2,5] % in the Estonian deposit market, and [< 0,5] %
in the Swedish and German deposit markets (see recitals
77 and 78). The caps allow for a limited growth in those
markets due to the need for the bank to diversify its
funding sources. The current macroeconomic context of
Latvia makes it difficult to attract external funding. The
deposits of Latvian residents are significantly lower than
the total loan portfolio in that Member State. The bank’s
main competitors receive funding from their parent
companies established abroad. Thus, it is accepted that
Citadele banka needs to retain some funding base abroad
(one branch each in Sweden and Germany) in order to
diversify its funding base. Given the small presence of the
bank in those markets and the necessity of the diversified
funding for the bank’s viability, the Commission
considers that the agreed caps in those markets are
adequate.

The Commission also welcomes a ban on advertising
State support, thus preventing Citadele banka from
using the aid for anti-competitive market conduct, and
an acquisition ban, furthermore ensuring that the State
aid will not be used to take over competitors.
Furthermore, Citadele banka will not increase the
number of its branches.

After the split Parex banka and its subsidiaries will be
effectively [...] over its lifetime that is assumed to be 8
years. This period is considered to be appropriate in
order to conclude asset recovery procedures and
disposals of assets while avoiding a fire sale.

Although Parex banka will keep its banking licence,
neither it nor its subsidiaries will be allowed to

(*%) Swedbank and SEB alone account for 36 % of the market. Together
with Nordea and DnB Nord they make up for 56 % of bank assets
and 63 % of loans. Only the deposit market seems less concen-
trated, with these four banks accounting for 37 %. See also
footnote 6.

(158)

(159)

(160)

(161)

(162)

(163)

(164)

manage and sell the assigned assets. In particular, Parex
banka will cease any new loan origination and taking of
deposits from the public (see recitals 84 and 85).
Furthermore, it will wind down or sell its leasing
activities by [...].

Latvia has committed to limit strictly the additional
capital in time ([...]) and scale (up to LVL218,7
million) (see above recital 87).

In light of the above, it is considered that the aid to Parex
banka (after the split) is restricted to the minimum
necessary for the [...] and, therefore, undue distortions
of competition are avoided.

Accordingly, the scale and nature of measures, in
particular the significant downsizing and reduction of
market presence combined with the sale within a
reasonable timeframe proposed with respect to Citadele
banka and Parex banka, are sufficient and adequate to
avoid undue distortions of competition. In addition, the
depth of the restructuring combined with the sale of the
Citadele banka would suffice to compensate for any
distortions of competition that may result from a
potentially inadequate remuneration and claw-back.

Monitoring

Point 46 of the Restructuring Communication lays down
the requirement that, in order to verify that the restruc-
turing plan is being implemented properly, detailed
regular reports from the Member State are necessary.
Accordingly, the Latvian authorities committed to
provide the Commission every 6 months starting from
the date of this Decision with such reports for both
Citadele banka and Parex banka.

Latvia has committed to appoint a monitoring trustee
who will monitor compliance with the commitments
and provide reports to the Commission.

CONCLUSION

The Commission finds that the restructuring plan of
Parex banka set out in section 2 of this Decision is
compatible with Article 107(3)(b) TFEU and fulfils the
requirements of the Restructuring Communication in
terms of viability, burden sharing and measures to
mitigate the distortions of competition.

Latvia has exceptionally accepted that this Decision be
adopted in the English language,
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HAS ADOPTED THIS DECISION:
Article 1

Having regard to the restructuring plan and commitments undertaken by the Republic of Latvia, the
restructuring aid which Latvia implements for AS Parex banka and AS Citadele banka is found to be
compatible with the internal market within the meaning of Article 107(3)(b) of the Treaty on the Func-
tioning of the European Union.

Article 2

This Decision is addressed to the Republic of Latvia.

Done at Brussels, 15 September 2010.

For the Commission
Joaquin ALMUNIA
Vice-President
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COMMISSION DECISION
of 17 June 2011

amending Decision 2006/197/EC as regards the renewal of the authorisation to place on the market
existing feed produced from genetically modified maize line 1507 (DAS-@1507-1) pursuant to
Regulation (EC) No 1829/2003 of the European Parliament and of the Council

(notified under document C(2011) 4159)

(Only the Dutch, English and French texts are authentic)

(Text with EEA relevance)

(2011/365/EU)

THE EUROPEAN COMMISSION,

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

Having regard to Regulation (EC) No 1829/2003 of the
European Parliament and of the Council of 22 September
2003 on genetically modified food and feed (!), and in
particular Articles 7(3) and 19(3) thereof,

Whereas:

(1)

(")
)

Commission Decision 2006/197/EC of 3 March 2006
authorising the placing on the market of food containing,
consisting of, or produced from genetically modified
maize line 1507 (DAS-@15@7-1) pursuant to Regulation
(EC) No 1829/2003 of the European Parliament and of
the Council (3) does not cover the placing on the market
of feed produced from maize line 1507 (DAS-@15@7-1)
(hereafter ‘maize line 1507).

Feed produced from maize line 1507 has been placed on
the market before the date of application of Regulation
(EC) No 1829/2003 and notified in accordance with
Article 20(1)(b) of that Regulation.

On 12 April 2007 Pioneer Overseas Corporation on
behalf of Pioneer Hi-bred International and Dow AgroS-
ciences on behalf of Mycogen Seeds jointly submitted to
the Commission an application, in accordance with
Article 23 of Regulation (EC) No 1829/2003, for
renewal of the authorisation for continued marketing
of existing feed produced from maize line 1507.

On 11 June 2009, the European Food Safety Authority
(EFSA’) gave a favourable opinion in accordance with
Article 18 of Regulation (EC) No 1829/2003 and
concluded that the new information provided in the
application and the review of the scientific literature
that has been published since the previous scientific

L 268, 18.10.2003, p. 1.

L 70, 9.3.2006, p. 82.

opinions of the EFSA GMO Panel on maize line 1507 ()
do not require changes of the previous scientific opinions
on maize line 1507. Furthermore, EFSA reiterated the
previous conclusions that 1507 maize is unlikely to
have an adverse effect on human and animal health or
the environment in the context of its proposed uses. This
includes the use of feed produced from maize line
1507 (4.

(5)  In its opinion, EFSA considered all the specific questions
and concerns raised by the Member States in the context
of the consultation of the national competent authorities
as provided for by Article 18(4) of that Regulation.

(6) By letter of 21 January 2010, the applicant confirmed
that he is aware of the fact that renewing the authori-
sation of existing feed produced from maize line 1507
by extending the scope of Decision 2006/197/EC so as
to include such product, would imply this category of
products to be subject to the legal provisions of that
Decision.

(7)  On the basis of the EFSA opinion, no specific labelling
requirements other than those provided for in
Article 25(2) of Regulation (EC) No 1829/2003 appear
to be necessary for feed produced from maize line 1507.

(8)  The EFSA opinion does not justify the imposition of
specific conditions or restrictions for the placing on the
market andfor specific conditions or restrictions for the
use and handling, including post-market monitoring
requirements for the use of the feed, as provided for in
point (e) of Article 18(5) of Regulation (EC)
No 1829/2003.

(%) EFSA opinions published on:

— 24 September 2004 for the placing on the market of maize
1507 for import and processing;
http:/[registerofquestions.efsa.europa.eu/rogFrontend|
questionLoader?question = EFSA-Q-2004-011

— 19 January 2005 for the placing on the market of maize 1507
for import, feed and industrial processing and cultivation;
http:/[registerofquestions.efsa.europa.eu/rogFrontend|
questionLoader?question = EFSA-Q-2004-072

— 19 January 2005 for the placing on the market of maize 1507
for food use;
http:/[registerofquestions.efsa.europa.eurogFrontend|
questionLoader?question = EFSA-Q-2004-087

(* http:|[registerofquestions.efsa.europa.eu/roqFrontend|
questionLoader?question = EFSA-Q-2007-144


http://registerofquestions.efsa.europa.eu/roqFrontend/questionLoader?question = EFSA-Q-2004-011
http://registerofquestions.efsa.europa.eu/roqFrontend/questionLoader?question = EFSA-Q-2004-011
http://registerofquestions.efsa.europa.eu/roqFrontend/questionLoader?question = EFSA-Q-2007-144
http://registerofquestions.efsa.europa.eu/roqFrontend/questionLoader?question = EFSA-Q-2007-144
http://registerofquestions.efsa.europa.eu/roqFrontend/questionLoader?question = EFSA-Q-2004-087
http://registerofquestions.efsa.europa.eu/roqFrontend/questionLoader?question = EFSA-Q-2004-087
http://registerofquestions.efsa.europa.eu/roqFrontend/questionLoader?question = EFSA-Q-2007-144
http://registerofquestions.efsa.europa.eu/roqFrontend/questionLoader?question = EFSA-Q-2007-144
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©)

(10)

(11)

(12)

For the sake of transparency, the applicant has been
consulted on the measures provided for in this Decision.

Taking into account these considerations, renewal of the
authorisation to place on the market existing feed
produced from maize line 1507 should be granted.

Since it is general practice to authorise the placing on the
market of food and feed in the same decision, the
renewal of the authorisation to place on the market
feed produced from maize line 1507 should be
included in  Decision  2006/197/EC.  Decision
2006/197[EC should therefore be amended accordingly.

The Standing Committee on the Food Chain and Animal
Health has not delivered an opinion within the time limit
laid down by its Chair and the Commission therefore
submitted to the Council a proposal relating to these
measures. Since, at its meeting on 17 March 2011, the
Council was unable to reach a decision by qualified
majority either for or against the proposal and the
Council indicated that its proceedings on this file were
concluded, these measures are to be adopted by the
Commission,

HAS ADOPTED THIS DECISION:

Article 1

Amendments

Decision 2006/197EC is amended as follows:

1

the title is replaced by the following:

‘Commission Decision of 3 March 2006 authorising the
placing on the market of food containing, consisting of,
or produced from genetically modified maize line 1507
(DAS-@15@7-1) and renewing the authorisation to place
on the market feed produced from such maize, pursuant
to Regulation (EC) No 1829/2003 of the European
Parliament and of the Council;

Articles 1, 2 and 3 of Decision 2006/197/EC are replaced
by the following:

‘Article 1
Products

This Decision covers foods and food ingredients containing
and consisting of, or produced from genetically modified
maize (Zea mays L) line 1507 and feed produced from
such maize (the products).

Genetically modified maize (Zea mays L) line 1507 as
further specified in the Annex to this Decision is assigned

the unique identifier DAS-@15@7-1, as provided for in
Regulation (EC) No 65/2004.

Atticle 2
Placing on the market

The placing on the market of the products, according to the
conditions specified in this Decision and its Annex, is auth-
orised for the purposes of Articles 4(2) and 16(2) of Regu-
lation (EC) No 1829/2003.

Article 3
Labelling

For the purposes of the specific labelling requirements
provided for in Articles 13(1) and 25(2) of Regulation
(EC) No 1829/2003, the “name of the organism” shall be
“maize”;

(3) the Annex is amended as follows:

(a) Section (b) is replaced by the following:

‘(b) Designation and specification of the products:

(i) foods and food ingredients containing,
consisting of, or produced from DAS-@1507-
1 maize;

(ii) feed produced from DAS-@15@7-1 maize.

The genetically modified DAS-@15@7-1 maize,
as described in the application, is resistant to
the European corn borer (Ostrinia nubilalis) and
certain other lepidopteran pests and is tolerant
to the herbicide glufosinate-ammonium. The
genetically modified DAS-@15@7-1 maize
contains the following DNA sequences in two
cassettes:

— cassette 1:

A synthetic version of the truncated crylF
gene from Bacillus thuringiensis subsp.
aizawai, which confers resistance to the
European corn borer (Ostrinia nubilalis) and
certain other lepidopteran pests, under the
regulation of the ubiquitin promoter
ubiZM1(2) from Zea mays L. and the
ORF25PolyA terminator from Agrobacterium
tumefaciens pTil5955,



L 16354 Official Journal of the European Union 23.6.2011

— cassette 2:

A synthetic version of the pat gene from
Streptomyces viridochromogenes strain Ti494,
which confers tolerance to the herbicide
glufosinate-ammonium, under the regu-
lation of the 35S promoter and terminator
sequences from Cauliflower Mosaic Virus.’;

(b) Section (c) is replaced by the following:
‘(c) Labelling:

No specific requirements other than those provided
for in Articles 13(1) and 25(2) of Regulation (EC)
No 1829/2003.

For the purpose of Articles 13(1) and 25(2) of
Regulation (EC) No 1829/2003, the “name of

”

organism” shall be “maize”..

Atrticle 2
Addressees

This Decision is addressed to:

(a) Pioneer Overseas Corporation, Avenue des Arts 44, 1040
Brussels, Belgium; and

(b) Dow AgroSciences Europe, European Development Centre,
3 Milton Park, Abingdon, Oxon OX14 4RN, United
Kingdom.

Done at Brussels, 17 June 2011.

For the Commission
John DALLI

Member of the Commission
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COMMISSION DECISION
of 17 June 2011
authorising the placing on the market of products containing, consisting of, or produced from
genetically modified maize MON 89034 x MON 88017 (MON-89034-3xMON-88017-3) pursuant
to Regulation (EC) No 1829/2003 of the European Parliament and of the Council
(notified under document C(2011) 4164)
(Only the Dutch and French texts are authentic)
(Text with EEA relevance)
(2011/366/EU)

THE EUROPEAN COMMISSION, 1829/2003. It considered that maize MON

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

Having regard to Regulation (EC) No 1829/2003 of the
European Parliament and of the Council of 22 September
2003 on genetically modified food and feed ('), and in
particular Article 7(3) and Article 19(3) thereof,

Whereas:

1)

0]
0]

On 6 February 2007, Monsanto Europe SA submitted to
the competent authority of the Netherlands an appli-
cation, in accordance with Article 5 and Article 17 of
Regulation (EC) No 1829/2003, for the placing on the
market of foods, food ingredients, and feed containing,
consisting of, or produced from MON 89034 x MON
88017 maize (the application).

The application also covers the placing on the market of
products other than food and feed containing or
consisting of MON 89034 x MON 88017 maize for
the same uses as any other maize with the exception
of cultivation. ~ Therefore, in accordance with
Article 5(5) and Article 17(5) of Regulation (EC) No
1829/2003, it includes the data and information
required by Annexes III and IV to Directive 2001/18/EC
of the European Parliament and of the Council of
12 March 2001 on the deliberate release into the
environment of genetically modified organisms and
repealing  Council  Directive  90/220/EEC (3 and
information and conclusions about the risk assessment
carried out in accordance with the principles set out in
Annex II to Directive 2001/18/EC. It also includes a
monitoring plan for environmental effects conforming
with Annex VII to Directive 2001/18/EC.

On 30 March 2010, the European Food Safety Authority
(EFSA) gave a favourable opinion in accordance with
Article 6 and Article 18 of Regulation (EC) No

L 268, 18.10.2003, p. 1.

L 106, 17.4.2001, p. 1.

89034 x MON 88017 is as safe as its non-genetically
modified counterpart with respect to potential effects
on human and animal health or the environment.
Therefore it concluded that it is unlikely that the
placing on the market of the products containing,
consisting of, or produced from MON 89034 x MON
88017 maize as described in the application (the
products) will have any adverse effects on human or
animal health or the environment in the context of
their intended uses (°). In its opinion, EFSA considered
all the specific questions and concerns raised by the
Member States in the context of the consultation of
the national competent authorities as provided for by
Article 6(4) and Article 18(4) of that Regulation.

In its opinion, EFSA also concluded that the environ-
mental monitoring plan, consisting of a general
surveillance plan, submitted by the applicant is in line
with the intended use of the products.

Taking into account those considerations, authorisation
should be granted for the products.

A unique identifier should be assigned to each GMO as
provided for in Commission Regulation (EC) No
65/2004 of 14 January 2004 establishing a system for
the development and assignment of unique identifiers for
genetically modified organisms (*.

On the basis of the EFSA opinion, no specific labelling
requirements other than those provided for in
Article 13(1) and Article 25(2) of Regulation (EC) No
1829/2003, appear to be necessary for foods, food
ingredients and feed containing, consisting of, or
produced from MON 89034 x MON 88017 maize.
However, in order to ensure the use of the products

(%) http:/[registerofquestions.efsa.europa.eu/rogFrontend|
questionLoader?question=EFSA-Q-2007-056

() OJ L 10, 16.1.2004, p. 5.


http://registerofquestions.efsa.europa.eu/roqFrontend/questionLoader?question=EFSA-Q-2007-056
http://registerofquestions.efsa.europa.eu/roqFrontend/questionLoader?question=EFSA-Q-2007-056
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(10)

(11)

() O
() 0
() 0]

within the limits of the authorisation provided for by this
Decision, the labelling of feed containing or consisting of
the GMO and products other than food and feed
containing or consisting of the GMO for which authori-
sation is requested should be complemented by a clear
indication that the products in question must not be used
for cultivation.

Regulation (EC) No 1830/2003 of the European
Parliament and of the Council of 22 September 2003
concerning the traceability and labelling of genetically
modified organisms and the traceability of food and
feed products produced from genetically modified
organisms and amending Directive 2001/18/EC (1), lays
down labelling requirements in Article 4(6) for products
containing or consisting of GMOs. Traceability
requirements for products containing or consisting of
GMOs are laid down in paragraphs 1 to 5 of Article 4
and for food and feed produced from GMOs are laid
down in Article 5 of that Regulation.

The authorisation holder should submit annual reports
on the implementation and the results of the activities set
out in the monitoring plan for environmental effects.
Those results should be presented in accordance with
Commission Decision 2009/770/EC of 13 October
2009 establishing standard reporting formats for pres-
enting the monitoring results of the deliberate release
into the environment of genetically modified organisms,
as or in products, for the purpose of placing on the
market, pursuant to Directive 2001/18/EC of the
European Parliament and of the Council (?. The EFSA
opinion does not justify the imposition of specific
conditions or restrictions for the placing on the market
and|or specific conditions or restrictions for the use and
handling, including post-market monitoring requirements
for the use of the food and feed, or of specific conditions
for the protection of particular ecosystems/environment
and/or geographical areas, as provided for in point () of
Article 6(5) and Article 18(5) of Regulation (EC)
No 1829/2003.

All relevant information on the authorisation of the
products should be entered in the Community register
of genetically modified food and feed, as provided for in
Regulation (EC) No 1829/2003.

This Decision is to be notified through the Biosafety
Clearing House to the Parties to the Cartagena Protocol
on Biosafety to the Convention on Biological Diversity,
pursuant to Article 9(1) and Article 15(2)(c) of Regu-
lation (EC) No 1946/2003 of the European Parliament
and of the Council of 15 July 2003 on transboundary
movements of genetically modified organisms (3).

L 268, 18.10.2003, p. 24.
L 275, 21.10.2009, p. 9.
L 287, 5.11.2003, p. 1.

(12) The applicant has been consulted on the measures
provided for in this Decision.

(13)  The Standing Committee on the Food Chain and Animal
Health has not delivered an opinion within the time limit
laid down by its Chair and the Commission therefore
submitted to the Council a proposal relating to these
measures. Since, at its meeting on 17 March 2011, the
Council was unable to reach a decision by qualified
majority either for or against the proposal and the
Council indicated that its proceedings on this file were
concluded, these measures are to be adopted by the
Commission,

HAS ADOPTED THIS DECISION:

Atticle 1
Genetically modified organism and unique identifier

Genetically modified maize (Zea mays L) MON 89034 x MON
88017, as specified in point (b) of the Annex to this Decision,
is assigned the wunique identifier MON-89@34-3xMON-
880@17-3, as provided for in Regulation (EC) No 65/2004.

Article 2
Authorisation

The following products are authorised for the purposes of
Article 4(2) and Article 16(2) of Regulation (EC) No
1829/2003 in accordance with the conditions set out in this
Decision:

(a) foods and food ingredients containing, consisting of, or
produced from MON-890334-3xMON-88@17-3 maize;

(b) feed containing, consisting of, or produced from MON-
890334-3xMON-88017-3 maize;

(¢) products other than food and feed containing or consisting
of MON-89@34-3xMON-88(@17-3 maize for the same uses
as any other maize with the exception of cultivation.

Article 3
Labelling

1. For the purposes of the labelling requirements laid down
in Article 13(1) and Article 25(2) of Regulation (EC) No
1829/2003 and in Article 4(6) of Regulation (EC) No
1830/2003, the ‘name of the organism’ shall be ‘maize’.

2. The words ‘not for cultivation’ shall appear on the label of
and in documents accompanying products containing or
consisting of MON-89034-3xMON-88(17-3 maize referred
to in Article 2(b) and (c).
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Atticle 4
Monitoring for environmental effects

1. The authorisation holder shall ensure that the monitoring
plan for environmental effects, as set out in point (h) of the
Annex, is put in place and implemented.

2. The authorisation holder shall submit to the Commission
annual reports on the implementation and the results of the
activities set out in the monitoring plan in accordance with
Decision 2009/770/EC.

Atrticle 5
Community register

The information set out in the Annex to this Decision shall be
entered in the Community register of genetically modified food
and feed, as provided for in Article 28 of Regulation (EC)
No 1829/2003.

Article 6
Authorisation holder

The authorisation holder shall be Monsanto Europe SA,
Belgium, representing Monsanto Company, United States.

Atticle 7
Validity

This Decision shall apply for a period of 10 years from the date
of its notification.

Article 8
Addressee

This Decision is addressed to Monsanto Europe SA, Avenue de
Tervuren 270-272, 1150 Brussels, Belgium.

Done at Brussels, 17 June 2011.

For the Commission
John DALLI
Member of the Commission
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ANNEX

Applicant and authorisation holder

Name: Monsanto Europe SA

Address: Avenue de Tervuren 270-272, 1150 Brussels, Belgium

On behalf of Monsanto Company, 800 N. Lindbergh Boulevard, St Louis, Missouri 63167, United States of America.
Designation and specification of the products

(1) Foods and food ingredients containing, consisting of, or produced from MON-89@34-3xMON-88017-3 maize.
(2) Feed containing, consisting of, or produced from MON-89034-3xMON-88@17-3 maize.

(3) Products other than food and feed containing or consisting of MON-89@34-3xMON-88@17-3 maize for the
same uses as any other maize with the exception of cultivation.

The genetically modified MON-89@34-3xMON-88017-3 maize, as described in the application, is produced by
crosses between maize containing MON-89034-3 and MON-88017-3 events and expresses the CrylA.105 and
Cry2Ab2 proteins which confer protection against certain lepidopteran pests, Cry3Bbl protein which confers
protection against certain coleopteran pests and the CP4 EPSPS protein which confers tolerance to glyphosate

herbicide.
Labelling

(1) For the purposes of the specific labelling requirements laid down in Article 13(1) and Article 25(2) of Regulation
(EC) No 1829/2003, and in Article 4(6) of Regulation (EC) No 1830/2003, the ‘name of the organism’ shall be
‘maize’.

(2) The words ‘not for cultivation’ shall appear on the label of and in documents accompanying products containing
or consisting of MON-89034-3xMON-880@17-3 maize referred to in Article 2(b) and (c) of this Decision.

Method for detection

— Event specific real-time quantitative PCR based methods for genetically modified maize MON-89@34-3 and
MON-880@17-3 maize validated on MON-89@34-3xMON-88017-3 maize

— Validated on seeds by the European Union Reference Laboratory established under Regulation (EC) No
1829/2003, published at http://gmo-crljrc.ec.europa.eu/statusofdoss.htm

— Reference material: AOCS 0406-A and AOCS 0906-E (for MON-89034-3) and AOCS 0406-A and AOCS
0406-D (for MON-88@17-3) accessible via the American Oil Chemists Society at http:/[www.aocs.org/tech/crm

Unique identifier
MON-89034-3xMON-88@17-3

Information required under Annex II to the Cartagena Protocol on Biosafety to the Convention on Biological
Diversity

Biosafety Clearing House, Record ID: see [to be completed when notified].

Conditions or restrictions on the placing on the market, use or handling of the products
Not required

Monitoring plan

Monitoring plan for environmental effects conforming with Annex VII to Directive 2001/18/EC.
[Link: plan published on the Internet]

Post-market monitoring requirements for the use of the food for human consumption

Not required

Note: Links to relevant documents may need to be modified over time. Those modifications will be made available to the
public via the updating of the Community register of genetically modified food and feed.
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