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NEWSLETTER 

Amendment of Code of Conduct on handling 

Non Performing Loans 

Athens, September 9, 2016 

 

Following the promulgation of Greek Law 

4389/2016 which reformed the 

regulatory framework on Non-Performing 

Loans (“NPLs”), as already analyzed in 

our previous Newsletter of June 30th, 

2016, the Bank of Greece introduced on 

August 2nd,2016 the revised Code of 

Conduct on handling NPLs and sub-

performing loans (“the revised Code of 

Conduct”). 

The revised Code of Conduct incorporates 

a best practices guide stipulating the due 

procedure to be followed by credit or 

financial institutions (“CIs”) when 

attempting to arrange or settle with 

borrowers loans in arrears, a procedure 

known as Arrear Resolution Process 

(“ARP”). The stages of each ARP are to be 

determined based on the classification of 

the borrowers as “Cooperative” or “Non 

Cooperative”, as well as on the notion of 

“Reasonable Living Expenses” The 

classification criteria along with the 

definition of “Reasonable Living 

Expenses” 1, remain under the jurisdiction 

of the Governmental Council, so as to be 

easily adjustable and thus address the 

                                                           
1 Based on figures provided by the Hellenic 
Statistical Authority, and more specifically the 
relevant Household Budget Survey, set to be 
revised on an annual basis. 

needs of the volatile economic 

environment in Greece. 

The revised Code of Conduct provides for 

three different types of ARP, each one 

being applicable to the following three 

categories of borrowers: (i) natural 

persons including professionals, (ii) very 

small enterprises, i.e. legal entities with 

annual average turnover of less than one 

million euros (“VSEs”), and (iii) all other 

legal entities not falling within the 

definition of VSEs.  It is to be noted that 

pursuant to the previous regime only one 

ARP was provided, which was applicable 

to both individuals and legal entities. 

Exemptions 

The following categories of claims are 

now exempted from the scope of the 

revised Code of Conduct: 

a) claims arising from loan 

agreements that had already been 

declared in default prior to 

01.01.2015; 

b) claims against borrowers that 

have already filed a court petition 

for being submitted to the 

protective provisions of Greek 

Law 3869/2010 (nicknamed as 

“Law Katseli”) on indebted 

households, provided that a 

http://www.kglawfirm.gr/download.php?url=57766a70a6a60.pdf&name=Changing%20the%20NPL%20Regime%20and%20Releasing%20the%20Market
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hearing date has already been 

arranged by the court; and  

c) claims against borrowers under 

dissolution or facing pending legal 

proceedings initiated by third 

party creditors. 

ARP for Natural Persons 

The ARP applicable to natural persons 

consists of five (5) different stages and is 

triggered upon the inability of the 

borrower to repay its due obligations for 

a period longer than sixty (60) calendar 

days.  

CIs are obliged to deliver to the borrower 

a written notice within thirty (30) 

calendar days (as opposed to fifteen (15) 

of the previous regime), informing 

him/her on the commencement of the 

ARP. A key point in this early stage of the 

procedure is that the borrower has to 

notify the CI of his/her current financial 

status by filling-in the standard form 

available. This is perceived as a means to 

establish a spirit of bona fide cooperation 

between the parties, a prerequisite of 

implementing the next steps of an ARP. 

The subsequent four (4) stages of the 

ARP, covering up to a 6-month period 

have  as follows: 

 Submission of financial 

information by the borrower, 

 Evaluation of the borrower’s 

current financial status, on the 

basis of “Reasonable Living 

Expenses”, 

 Proposal on alternative suitable 

solutions to be made strictly 

within a four (4) months period, 

followed by a 2-month 

assessment period of the counter-

proposals that the borrower is 

entitled to submit, 

 Submission of the borrower’s 

objection only in the case that the 

ARP results in the classification of 

him/her as Non-Cooperative. 

 

ARP for VSEs and other Legal Entities 

The aforementioned five (5) stages, 

applicable to natural persons, apply 

broadly likewise to legal entities.  They 

are however slightly amended to address 

the differences with natural persons. 

Compared to the previous regime, the 

ARP on VSEs is also scheduled to be 

concluded within a strict timetable of six 

(6) months. 

Guarantors 

The revised Code of Conduct introduces a 

major shift in connection with the role of 

guarantors  during the ARP. According to 

the previous regime the guarantor was 

involved in the process provided that: 

 a relevant clause was included in 

the Loan Agreement providing for 

a full substitution of the guarantor 

to the borrower’s rights and 

obligations, 

 The CI had claimed inability to 

reach a mutually beneficial 

arrangement or settlement 

solution with the borrower 

through an ARP. 
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The revised Code of Conduct abolishes the 

above prerequisites and introduces a 

simultaneous notification on the launch of 

an ARP to both the borrower and the 

guarantor, the latter having from such 

notification the same obligations and 

rights throughout the whole process. 

Alternative  settlement options 

The revised Code of Conduct also 

provides an enriched list of alternative 

solutions suitable to be proposed during 

the ARP to a borrower, for the effective 

settlement of loans in arrears as follows: 

 Short-term arrangement tools: 

arrangement solutions effective for a 

period of less than two (2) years (as 

opposed to five (5) years according to 

the previous regime). The Code of 

Conduct now includes in this category 

a tool for adjusting the Reduced 

Payments Below the level of Interest 

Only. 

 Long-term arrangement tools: they 

can be of effect for a time period 

exceeding two (2) years, adjusted to 

the provisions regarding the future 

financial capacity of the borrower and 

his/her repayment ability over the 

said timetable. The revised set of tools 

no longer contains the tool of 

Changing the Interest Rate Type or 

the Additional Collateralization 

Clause. The Split Balance tool, e.g. 

splitting the balance into two 

tranches, is now effective only for 

loans secured with mortgage. 

 Definitive Settlement solutions: they 

are provided as means of out-of-court 

settlement of the loans in arrears or 

NPLs with tools such as liquidation of 

securities on an exclusively voluntary 

basis. The revised Code of Conduct 

provides for a tool of Voluntary Sale of 

Property to a third party with the 

prior consent of the credit institution 

as the sole beneficiary, or a Collateral 

Repossession at an Auction by the CI. 

All definitive settlement solutions are 

to be effective alongside a 

simultaneous write-off of up to the 

total amount of debt (the latter being 

applicable in case no asset for further 

collateralization is available.  

Act of Executive Committee of BoG 

102/30.8.2016 

Further to the new list of ARP tools 

contained in the revised Code of Conduct 

as well as the supervisory obligations 

pursuant to relevant EU Regulations 

575/2013 and 648/2012, CRR and EMIR 

respectively, the Bank of Greece 

proceeded with the amendment of the Act 

of Executive Committee 42/30.5.2014 

regarding the supervisory obligations of 

CIs when settling loans in arrear and 

NPLs. 

The amended Act provides for a broader 

scope, regarding the obligation for the 

submission of periodic reports, imposed 

on branches of foreign CIs operating in 

Greece and financial institutions 

providing leasing or factoring services 

licensed in Greece. 

Furthermore, it revises the templates of 

the periodic reports including, for the first 

time, exclusively for reporting the process 

of the ongoing ARPs. 
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Concluding Remarks 

The objective of the revised Code of 

Conduct is to overcome delays that have 

diminished the effectiveness of the ARPs 

provided by the previous legal regime. A 

strict timetable aiming to the completion 

of the process within a period of six (6) 

months from delivery of the first written 

notice to the borrower stimulates both 

parties to quickly reach a suitable, 

effective and mutually beneficiary 

solution. Moreover, full engagement of the 

guarantors to the ARP and revision of the 

tools for arrangement or settlement also 

seem to be in the right direction. 

It is expected that the introduction of an 

effective NPLs arrangement framework 

will have a positive result towards the 

goal of reducing the loans in arrears and 

NPLs by 40% until 2019. In the long run, 

this will hopefully contribute to assisting 

the banking system to return to its normal 

operation, attracting long-term 

investment funds to the overall benefit of 

the Greek economy.  
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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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