
 
 

 

 

 

NEWSLETTER 

Handling Non-Performing Loans 

 

Athens,  May 6, 2016 

 

Greek Law 4354/2015 on Non-Performing 

Loans1 (the “NPL Law”) has been issued 

since December 16, 2015, introducing the 

general legal framework for handling (sales 

and management) Non-Performing Loans 

(“NPLs”). On March 11, 2016, the Act of the 

Executive Committee of the Bank of Greece 

(the “BoG Act”) was released2 to regulate the 

details for the operation and licensing of 

Asset Management and Asset Transfer 

Companies (“AMCs” and “ATCs” 

respectively) as provided for by the NPL 

Law. On April 13, 2016 a three-member 

Committee was established by a Joint 

Ministerial Decision in order to review the 

licensing process of such companies.3 

AMCs and ATCs 

According to the NPL Law the management and 

purchase of claims arising from NPLs may be 

effected exclusively by companies 

incorporated in the form of a société anonyme, 

whose scope includes the management of NPL 

claims, with registered offices either in Greece 

or in a Member State of the European Economic 

Area (“EEA”), in which case they must be legally 

established in Greece through a branch.  

Specifically for companies acquiring NPL 

receivables (ATCs), the NPL Law requires that 

they should keep a minimum share capital of 

€100,000 at all times. The shares of any 

                                                           
1  Published in Government Gazette under number 176A/16.12.2015 
2  Act No 82/08.03.2016 published in Government Gazette under 

number 651B/10.03.2016 
3  Joint Ministerial Decision No 40618/13.04.2016 published in  

Government Gazette under number 212YODD/22.04.2016 

company engaging in the management or 

acquisition of NPLs (both AMCs and ATCs) must 

be registered, unless they are listed on a stock 

exchange. 

i) Licensing  

ATCs and AMCs should receive a special license 

from the Bank of Greece (“BoG”), published in 

the Government Gazette. The BoG grants the 

license on the basis of suitability and 

competence criteria. 

The license is granted within 20 business days 

commencing from the day the application was 

submitted and the relevant file was found to be 

complete (i.e. no additional documents or 

information were requested). As a necessary 

prerequisite to grant the license the BoG should 

ask for a reasoned opinion of a three-member 

committee, established as per a joint ministerial 

decision, which shall review the submitted 

documents and respond within 10 days. If the 

committee does not issue the respective 

opinion within 10 days the BoG may 

nevertheless grant the license. 

During the licensing process, the applicant 

should reveal the identity of the persons, who 

through (direct or indirect) participation in the 

companies or the provisions of their Articles of 

Incorporation, or a contract, are empowered to 

direct the company’s management policy as 

well as designate the members of the Board of 

Directors and the management of the company. 

The NPL Law and the BoG Act provide for the 

necessary documentation and details which 
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need to be supplied alongside the application 

for a license. 

The required documents contain among others 

a comprehensive business plan describing in 

detail the company’s activities. The report 

should contain a two-year assessment of the 

economic development of the company, or a 

management agreement with a credit 

institution with a minimum duration of two 

years.  

With the exception of AMCs, handling NPLs of 

banking or credit institutions (which are subject 

themselves to several information 

requirements) the BoG Act requires also that 

the companies submit a detailed manual of the 

management methodology, the criteria for the 

ranking and categorization of the portfolio 

under management, the communication with 

and the “handling” of the debtors and the 

selection criteria for people to cooperate.   

An annual fee should be paid to the BoG 

covering all expenses relating to the supervision 

activities exercised over them. 

Notably, the BoG Act, following amendments of 

the initial draft of the Act, seems to contain less 

strict, though detailed, requirements for 

granting a license to a company operating 

under the NPL Law. 

ii) Revocation/Suspension of License by the 

BoG  

The BoG has extensive supervision powers. A 

license may be revoked by the BoG under 

certain circumstances (e.g. in the event of 

submission of false information, breach of the 

regulatory obligations, money laundering). The 

BoG may also decide to suspend a license of the 

licensed company setting out a reasonable time-

period for compliance and remedy of any 

issues, in accordance with BoG 

recommendations. If a licensed company 

decides to terminate its activities, it should 

submit a detailed action plan for the cessation of 

its operation, which must provide for the 

transfer of its obligations, subject to the BoG’s 

preliminary review.  

iii) Organizational Obligations 

For reasons of effective supervision, the BoG 

may require that the  licensed companies set in 

place adequate operational and accounting 

separation between  their “NPL activities” and 

their other activities.  It may also require that a 

company creates a separate risk management 

function, and a respective committee from 

members of the Board of Directors.  

The Management (Servicing) of NPLs (AMCs) 

The management of the NPLs may be assigned 

to AMCs through an agreement with the 

beneficiary of the relevant claims, the minimum 

content of which is defined by the NPL Law and 

the BoG Act and should contain, among others:  

1) Α description of the receivables that will be 

under management;  

2) Αn outline of the management actions that 

will be undertaken by the AMCs and  

3) Τhe amount of the management fee, which 

under no circumstances may be passed on to 

the borrowers whose debts will be managed. 

The BoG is to be notified of each management 

agreement by receipt of a hard copy. The BoG 

will also be responsible for the preliminary 

review of these agreements before they enter 

into force. 

AMCs may for the purpose of servicing NPLs 

hire companies informing debtors for debts in 

arrears, which operate according to Law 

3758/20094, or companies with a relevant 

scope which operate in a Member State of the 

EU or in a State of the EEA. According to the NPL 

Law, AMCs are subjected to the provisions of 

Law 3758/2009 and the Code of Conduct for 

                                                           
4  Published in Government Gazette under number 68A/05.05.2001 
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credit and banking institutions as far as the 

management methods of NPLs are concerned. 

Data Protection – Banking Secrecy 

The NPL Law explicitly provides that the 

professional secrecy of the beneficiary of the 

claims under management against the 

borrowers is lifted in its relation with the AMC 

to the extent necessary for the needs of the 

management.  

The Transfer of the NPLs (ATCs) 

The transfer of NPLs includes assignment of the 

entitlement to receive principal, interests and 

expenses. The eligible receivables may be 

existing or future. Any non-assignability 

arrangements contractually agreed between 

the originator and the obligor under any specific 

financing documentation relating to the NPLs 

are not obstructing the transfer according to the 

NPL law.  

Prerequisite for the offering for sale of 

receivables from NPLs is the obligor and 

guarantor in the relevant loans to have been 

invited through extra-judicial notification 12 

months in advance of the transfer to settle the 

obligations in question. 

The transfer agreement has to be registered 

with the public books kept with the competent 

land registries (where receivables pledges and 

floating charges are also registered) according 

to Law 2844/2000, concerning contracts as to 

movables or claims subject to publication and 

other contracts for the provision of security5. 

The registration enables the transfer of any 

ancillary rights and collaterals (mortgages, 

pledges etc.) securing the relevant claims, 

simultaneously with the transfer of the 

receivables, on the condition that a relevant 

note regarding the transfer of such rights 

                                                           
5  Published in Government Gazette under number 220A/12.10.2000 

together with a summary of the respective 

charges is made in the same books.  

The above registration (unlike under the law on 

securitizations) does not substitute the 

individual notification to the debtors, which is 

specifically required under the law in this case 

and may take place through any appropriate 

means.  

Refinancing 

Αccording to the NPL Law, AMCs and ATCs may 

obtain a license from the BoG in order to grant 

new loans or credit to NPLs obligors whose 

NPLs they are managing, with the sole purpose 

of refinancing their loans. For the refinancing of 

claims, a company must also have a total 

minimum paid-up share capital of 

€4,500,000.00.  

The BoG Act requires that the financiers must 

keep records containing the prior agreement of 

the owner of the claims, and the restructuring 

plan under which the refinancing takes place.  

In respect of refinancing, it may be of interest to 

recall that according to the Greek Bankruptcy 

Code (“GBC”) refinancing of the debtor to 

ensure the continuation of its activities under a 

rehabilitation agreement or a reorganization 

plan, is equipped with a general super-privilege 

vis à vis other creditors. 

Enforcement and Insolvency 

The NPL Law entitles the AMCs, as non-

beneficiary parties, to bring any legal action and 

proceed to any other judicial action for the 

collection of the debts which they hold under 

management, as well as to initiate, attend or 

participate in any pre-bankruptcy rehabilitation 

or insolvency proceedings and procedures for 

debt settlement or special administration in 

accordance with Law 4307/20146. Any 

                                                           
6  Published in Government Gazette under number 246A/15.11.2014 

under the full name: “Measures for addressing the impact of the 
financial distress and for the enhancement of employment: incentives 
for the regulation of debts of small businesses and professionals and 
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judgment rendered through such Court 

proceedings, shall be binding upon and against 

the beneficiaries of the claims. 

The NPL law does not contain specific 

provisions stipulating that the transfer cannot 

be challenged on the grounds of insolvency of 

the seller and, therefore, the purchaser is 

theoretically exposed to claw-back risks. 

In an effort to prepare the overall framework 

for the management of NPLs, the revised GBC 

provided for more efficient and expedient 

procedures of restructuring and insolvency7.  

What is left yet to be determined? 

The NPL Law together with the BoG Act consist 

a complete framework for the operation of 

AMCs and ATCs and the management and 

transfer of NPLs; however, there are still some 

things to be clarified, most probably with 

subsequent legislation. Those are the following: 

i) The NPLs eligible for Transfer 

The following loans, even if payment thereof is 

due for more than 90 days (and are thus 

considered NPLs), are presently excluded from 

transfer on the basis of the provisions of the 

NPL Law until May 15, 2016, following 

subsequent extensions of the original timeline 

provided in the NPL Law : 

1) Consumer loans,  

2) Loans secured with mortgage or prenotation 

of mortgage on a main residence 

3) Loans to Small and Medium-Sized 

Enterprises (“SMEs”)8 and 

4) Loans with guarantees of the Greek State. 

                                                                                          
extraordinary procedures of settlement of business debts”. This 
provided alternative – more flexible insolvency proceedings for NPL 
debtors meeting the criteria of the law 

7  Law 4336/2015, amending the Greek Bankruptcy Code was issued on 
August 14, 2015 (Published in Government Gazette under number 
94A/14.08.2015) with the key objectives to simplify the rehabilitation 
and special liquidation procedures by removing formalities found to be 
problematic in practice, as well as to comply with the European 
Commission Recommendation C2014/1500 on a new approach to 
business failure and insolvency 

8  As those are defined under the EC 2003/361 Recommendation  

Since the majority of Greek NPLs falls under the 

above categories, it is a matter under extensive 

negotiations with the representatives of the 

sovereign creditors whether the exceptions will 

be kept in place, especially with regard to loans 

secured with real estate property serving as a 

primary residence, or the transfer of all kind of 

NPLs will be allowed. At the time of writing it 

seems that only the loans secured with real 

estate property serving as a primary residence 

with an objective value up to €140,000 will be 

exempted from the sale to funds and only until 

the end of 2017. 

ii) Taxation Treatment  

The NPL law lacks specific tax exceptions, 

regarding for example taxes on the sale of 

portfolio, or taxes on the respective amounts of 

NPLs written-off from the books of credit 

institutions.  

Although the initial position of the Greek 

Government was that the tax treatment should 

be similar to that applicable for credit 

institutions, it is still to be defined if this will be 

the case. 

iii) Transfer and Management of Performing 

Loans - Bundling 

According to the current legal framework 

claims from performing loans and credits may 

be assigned for management or transferred 

only together with claims from NPLs against the 

same debtors. Nevertheless, it is a matter under 

negotiation whether other performing loans 

(not of debtors with NPLs) could also fit under 

the scope of the NPL Law. 
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Disclaimer: This newsletter contains general information only and is not intended to provide specific legal, or other professional 
advice or services, nor is it suitable for such professional advice, and should not be used as a basis for any decision or action that 
may affect you or your business. Before making any decision or taking any action that may affect you or your business, you 
should consult a qualified professional advisor. We remain at your disposal should you require any further information or 
clarification in this regard.    
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