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THE RESOLUTION OF CREDIT AND OTHER INSTITUTIONS
LAWS OF 2013 TO 2014

PART |
INTRODUCTORY PROVISIONS

The House of Representatives votes as follows:

1. This Law will be referred to as the Resolution of Credit and Other Institutions
Law of 2013 to 2014.

2. (1) In this Law, unless the context otherwise requires, the following definitions
shall apply:

“senior management” means the managers and or executive directors as these
are defined in the Fitness and Probity (Assessment Criteria) of Directors and
Managers of Banks Directives of 2006 and 2007 as issued in accordance with
the Business of Credit Institutions Laws of 1997 to (No.4) of 2013;

“senior managers” mean any person who directly reports or receives instructions
from the senior management;

‘competent supervisory authority” means the Central Bank of Cyprus;
“Resolution Authority” means the Central Bank of Cyprus;

‘insured deposit’ means the covered deposit according to the Law on the
Establishment and Operation of the Deposit Protection and Resolution of Credit

and Other Institutions Scheme of 2013 and the Cooperative Societies Law-

“Special Administrator” means the special administrator of Part IV:
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“liquidation” means”:

(a) with regard to an affected institution that is a bank or a cooperative credit
institution, its special liquidation in accordance with section Xlll of the
Business of Credit Institutions Laws of 1997 to (No.4) of 2013:

(b) with regard to the Housing Finance Corporation, its liquidation in
accordance with a law that is enacted for this purpose;
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“bridge bank” means the bank which is established under the provisions of
Section 10;

—_— e~~~ o~ o~

~— N N S S N S S



“‘Resolution Committee” means the Committee provided in section 2A ;

“affected institution” means an institution that is subject to the provisions of this
Law and includes:

(a) a bank, within the meaning of the Business of Credit Institutions Laws
of 1997 to (No.4) of 2013, including the branches of banks incorporated in
third-countries and operating in the Republic;

(b) a parent financial holding company established in the Republic;

(c) a cooperative credit institution, within the meaning of the Business of
Credit Institutions Laws of 1997 to (No.4) of 2013;

(d) The Housing Finance Corporation;

“‘asset management company” means the company that is set up under the
provisions of Section 11;

‘depositor’ means any person who owns a deposit in an affected institution,
within the meaning attributed to the term ‘deposit’ under Section 2 of the
Business of Credit Institutions Laws of 1997 to (No.4) of 2013;

“Central Bank” means the Central Bank of Cyprus;
“resolution measures” mean the measures provided for in Part Ill;

“institution under resolution” means an affected institution in respect of which
resolution action is taken;

“Resolution Unit” means the Unit provided in section 5A;

“‘member state” means a member-state of the European Union or other state that
is party to the Agreement for the European Economic Area, signed in Oporto on
2 May 1992, as adjusted by the Protocol signed in Brussels on 17 May 1993, as
amended from time to time;

“Co-operative credit institution” means a co-operative credit institution within the
meaning of Section 2 of the Business of Credit Institutions Laws of 1997 to
(No.4) of 2013;

“parent financial holding company established in the Republic” means a financial
holding company which is not itself a subsidiary of an institution authorised in the
Republic, or of a financial holding company or mixed financial holding company
set up in the Republic.
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“Scheme” means the Deposit Protection and Resolution of Credit and Other
Institutions Scheme established under the Law on the Establishment and
Operation of the Deposit Protection and Resolution of Credit and Other
Institutions Scheme of 2013;

“Deposit Protection Fund” means:

(a) with regard to the Housing Finance Corporation or an affected institution
which is a bank, the Deposit Protection Fund as provided under the Law on
the Establishment and Operation of the Deposit Protection and Resolution
of Credit and Other Institutions Scheme of 2013;

(b) with regard to an affected institution that is a co-operative credit
institution, the Deposit Protection Fund of CCls as provided in the Law on
the Establishment and Operation of the Deposit Protection and Resolution
of Credit and Other Institutions Scheme of 2013;

‘Funds’ means the Deposit Protection Fund and the Resolution Fund as these
are interpreted in the present section;

“‘Resolution Fund” means the Resolution of Credit and Other Institutions Fund
that was established under the Law on the Establishment and Operation of the
Deposit Protection and Resolution of Credit and Other Institutions Scheme of
2013;

“titles” means title deeds or debt securities or rights to acquire debt securities
issued by an affected institution;

“title deeds” means shares, securities convertible into shares, rights to acquire
shares and rights to acquire bonds convertible into shares issued by an affected
institution.

“third country” means a state other than a member state.

"Directive” means the Directive of regulatory context of the Resolution Authority
published in the Official Gazette of the Republic.

PART Il
GENERAL RESOLUTION PRINCIPLES AND RESOLUTION AUTHORITY

2A. (1) A Resolution Committee is established under the Resolution Authority
which is composed by the Governor of the Central Bank and the, at the time
appointed, executive directors of the Board of the Central Bank, pursuant to
section 13 of the Central Bank of Cyprus Laws of 2002 to 2014.
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(2) The Resolution Committee is the executive deciding body of the Resolution
Authority and has as primary responsibility the implementation of the provisions
of this Law, the taking of decisions and the issue of decrees and/or directives, as
the case may be, pursuant to the provisions of this Law.

(3) (a) The decisions of the Resolution Committee are taken by simple majority.

(b) In case where in a meeting only two (2) members participate, the decision is
taken with the agreement of both present members.

(4) The Chairman of the Resolution Committee is the Governor of the Central
Bank. In case of absence or other incapacity of the Chairman, a member
chosen by the present members chairs the meetings.

(5) For the quorate session, the presence of at least two members is required.

(6) (@) The meetings shall be convened by the Chairman or any other member of
the Resolution Committee.

(b) The meetings of the Resolution Committee may be conducted via electronic
means such as through teleconference or other electronic or audiovisual means.

(7) The invitation for a meeting shall be in writing and addressed to all members
of Resolution Committee, at least one day prior to the scheduled date of the
meeting:

Provided that the invitation may be sent by electronic means such as electronic
mail or facsimile:

Provided further that, in exceptional cases, at the discretion of the Chairman of
Resolution Committee, a meeting is convened by oral or written invitation by the
Chairman, notified to the members of Resolution Committee as soon as possible
and in any case prior to the scheduled time of the meeting.

(8) (a) The minutes of the meetings shall be kept by the Secretary of the
Resolution Committee, who is appointed by the Resolution Committee. In case
of absence of the Secretary, the minutes are kept by another person, as decided
for this purpose by the Resolution Committee.

(b) The minutes of the meetings shall be kept confidential, unless otherwise
decided by the Resolution Committee.

(9) The abolition or the widowhood of a post of any member of the Resolution
Committee does not affect the validity of any decree, act, decision or working of
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the Resolution Committee, if the number of members is not reduced below the
required number of members necessary for quorum.

3. (1) The Resolution Committee, with the consent of the Minister of Finance,
may decide the adoption of resolution measures, with a view to achieving the
following objectives:

(@) Ensuring continuity in the provision of critical banking or financial
services;

(b) preventing the creation or propagation of risks, which could have
possible adverse effects on the stability of the financial system, in the Republic
or in other jurisdictions;

(c) safeguarding public confidence in the stability and smooth operation of
the financial system;

(d) protecting public funds by discouraging affected institutions from
depending on public support for their sustenance;

(e) protecting depositors covered by the Deposit Protection Fund;
(f) minimising the costs of resolution for the taxpayer;

(g9) safeguarding the public benefit and serving the public interest:

Provided that, wherever in this Law the consent of the Minister of Finance is
required, this shall be provided in a written format.

(2) The following general principles are to apply in the context of the adoption
and implementation of resolution measures:

(a) the shareholders of an institution under resolution shall be the first to
bear any losses resulting from the implementation of the resolution measures;

(b) the creditors of an institution under resolution shall bear losses after
shareholders, in accordance with the order of priority of claims provided for in
Section 4;

(c) except as otherwise provided in this Law, or if there are compelling
reasons in the public interest, creditors of the same class are to be treated
equitably;

(d) the creditors of an institution under resolution shall not be placed in a
less favourable financial position on account of the implementation of the
resolution measures, compared to the position they would have been in if the
affected institution was, instead, put into liquidation;

(e) the senior management of an institution under resolution may be
replaced;

(f) the senior managers of an institution under resolution are to bear losses
commensurate, under civil or criminal law, with their individual responsibility for
the failure of the institution;
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(g) any interference with property rights shall comply with the provisions of
the Constitution and the European Convention on Human Rights;

(h) there shall be no conflict with the European Union legal framework
regarding State aid and the competition rules;

It is provided that any losses, costs or other expenses incurred in
connection with the implementation of resolution measures shall be borne first
by the shareholders and creditors of an institution under resolution. Only once
the resources of shareholders and creditors are exhausted, will the losses, costs
or other expenses arising in connection with the implementation of the resolution
measures be borne, temporarily, by the Resolution Fund.

4. (1) In any liquidation of an institution under resolution, the provisions of sub-
sections (1) and (2) of Section 300 of the Companies Law have priority.

(2) Without prejudice to the provisions of subsection (1), secured claims shall be
paid to the extent of the realization of the security or the security shall be
delivered to the secured creditor.

(3) Other claims shall be paid from the proceeds of liquidation, in the following
order:

i. necessary and reasonable expenses incurred by the liquidator and the
Resolution Authority, including professional fees, in application of the provisions
of the liquidation ;

ii. credits extended to the institution under resolution after the appointment
of the liquidator;

iii. credits extended to the institution under resolution by the Central Bank of
Cyprus or the Fund prior to the appointment of the liquidator;

iv. insured deposits, amounts due to the Deposit Protection Fund, any
government support provided to the institution under resolution pursuant to the
Restructuring of Financial Institutions Law and government guarantees granted
to the institution under resolution pursuant to the Granting of Government
Guarantees for the Granting of Loans or the Issuance of Bonds from Financial
Institutions Laws of 2012;

V. other unsecured credits extended to the institution under resolution;

Vi. subordinated debit.

(4) If the amount available for payment for any class of claims as referred to in
subsection (3) is insufficient to provide payment in full, such claims shall be
reduced in equal proportions. No payments shall be made for any class of claims
as referred to in subsection (3) unless the prior class or classes of claims have
been fully paid.

(6) Claims filed outside the time specified in the relevant legislation for the filing
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of claims shall not be paid. Any proceeds remaining after all claims of other
creditors have been paid shall be distributed among the shareholders of the
institution under resolution in accordance with their rights.

(6) If necessary to contain the potential impact on the stability of the financial
system of the Republic or of other jurisdictions, or to maximise the value for the
benefit of creditors as a whole and to safeguard the public benefit and serve the
public interest, the Resolution Authority may depart from the provisions of this
article and treat creditors of the same class differently.

5. (1) For the purposes of this Law, the Resolution Authority shall have the
exclusive power to adopt and implement resolution measures on affected
institutions.

(2) Where an affected institution engages, within the territory of another member
state or third country, in operations that are important for its viability, the
Resolution Authority shall take all measures necessary for the creation of a
framework of cooperation with the competent authorities of such member state
or third country, in anticipation of, and for the planning and implementation of
resolution measures.

(3) The Resolution Authority communicates to the competent authority of a
member state or a third country, the implementation of resolution measures
pursuant to sub-section (1) of Section 7 to an affected institution that maintains
branches or subsidiaries in another member state or a third country or the
affected institution is a subsidiary or a branch of an institution operating in
another member state or a third country.

(4) Where an institution established in another member state or a third country
has a subsidiary holding a banking license or a branch in the Republic, the
Resolution Authority may cooperate with the competent authority of the relevant
country of origin for the purposes of the cross-border resolution of such
institution.

(5) The Resolution Authority shall not have the power to implement resolution
measures on branches of institutions established in another member-state and
operating in the Republic.

(6) The Central Bank shall take all measures necessary to ensure:

(i) the effective segregation of its supervisory tasks, as laid down in the Central
Bank of Cyprus Laws of 2002 to (No.2) 2013, and its resolution tasks, as
provided for in this Law,

(i) the operational independence between the supervisory functions as laid
down in the Central Bank of Cyprus Laws of 2002 to (No.3) 2013 and the
application of the resolution measures, as provided for in this Law,

(iii) the adequacy of expertise, resources and operational capacity for the
application of resolution measures and its ability to exercise its powers with the



speed and flexibility that are necessary to achieve its objectives.

(7) Where resolution measures are adopted in connection with an affected
institution, all powers, duties and responsibilities of its shareholders or board
members or commissioners or managers, may be exercised by the Resolution
Authority or by the Special Administrator appointed under Section 14, in which
case any actions taken or decisions adopted by the institution in question or by
any third party on behalf of the said institution shall be considered invalid, unless
taken or approved by the Resolution Authority.

(8) Without prejudice to the generality of paragraph (7), the Resolution Authority,
may request the removal or replacement of a board member or commissioner or
manager of an institution under resolution, irrespective of the provisions of any
applicable law.

(9) The Resolution Authority and/or the Special Administrator shall take all
measures necessary to ensure the physical control and protection of the
facilities, assets, books, records and other documents of the institution under
resolution.

(10) For the implementation of the resolution measures, the Resolution Authority
and/or the Special Administrator shall have free access to the facilities as well as
to the assets, accounting books and other documents of the institution under
resolution.

(11) At the request of the Resolution Authority and/or the Special Administrator,
law enforcement officials shall, assist the Resolution Authority and/or the Special
Administrator to gain access to any premises of the institution under resolution
and to gain control over and to secure such facilities, assets, books, records and
other documents of the institution under resolution.

(12) (a) The Resolution Authority may, for the purpose of achieving the
objectives of this Law, as well exercising its competences under this Law, and
subject to its provisions, issue general or specific directives or decrees, to be
communicated in any manner that the Resolution Authority may determine.

(b) The Resolution Authority may issue general or specific directives or circulars
to be communicated in any manner that the Resolution Authority may determine,
in relation to the preparation of resolution plans according to Section 30B of the
Business of Credit Institutions Laws of 1997 to (No.4) of 2013 and Section 51D
of the Cooperative Societies Laws.

(13) The Resolution Authority shall have access to all information in the
possession of the competent supervisory authorities, necessary for the
implementation of the resolution measures and the exercise of its tasks under
this Law.

10



Establishment
of a Resolution
Unit for the
Resolution of
Credit and
Other
Institutions.

It is provided that the competent supervisory authorities shall, without undue
delay, furnish the Resolution Authority with any information relevant to the
exercise of its tasks, whether or not such information has been expressly
solicited by the Resolution Authority.

(14) The Resolution Authority may represent the institution under resolution in
judicial proceedings in which the institution is a party or interested party and
which are pending at the time resolution measures are taken.

5A. (1) The Central Bank establishes a Resolution Unit for the Resolution of
Credit and Other Institutions, with the main responsibility of providing support to
the Resolution Authority and the Resolution Committee in relation with the
execution of its objectives, powers, responsibilities and duties under this Law.

(2) The Resolution Unit provided under subsection (1), reports directly to the
Resolution Committee and is staffed by personnel of the Central Bank.

(3) After the termination of the resolution measures applied to a credit or other
institution, the Resolution Authority may decide that the Resolution Unit shall
continue its operation for necessary, under the circumstances, resolution
purposes:

Provided that in the case where, on the date of entry into force of this Law,
resolution measures are pending in a credit or other institution under resolution,
the Resolution Unit is established and staffed, within seven (7) days of the date
of entry into force of this Law.

(4) (a) The Resolution Unit has as its main duty the monitoring of the
implementation of the resolution measures and the confrontation of any issues
arising from that implementation.

(b) Without prejudice to the generality of paragraph (a), the duties and
responsibilities of the Resolution Unit are, among others, the following:

(i) providing support to the Resolution Authority and to the Resolution
Committee to execute the purposes and powers rendered to them in
accordance with the Law,

(ii) drawing up and monitoring resolution plans,

(iiif) the preliminary valuation of assets of the credit or other institution under
resolution, as provided in subsection (1) of Section 22,

(iv) the evaluation of alternative resolution measures that could be applied to
an affected institution, taking into account the general resolution principles
under Section 3,

(v) the participation in working groups, committes and councils established at
European level in relation to resolution of credit and other institutions

11
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matters, and

(vi) the execution of any other duties assigned to the Resolution Unit by the
Resolution Committee.

6. (1) The Resolution Authority shall take resolution measures in relation to an

the adoption of affected institution only if all of the following cumulative conditions are met:

resolution
measures.

(@) The competent supervisory authority, after consultation with the
Resolution Committee, decides that the affected institution is no longer viable or
is likely to no longer be viable, and thereby giving rise to a credible risk that the
affected institution may not meet its obligations and/or continue to operate as a
going concern;

(b) In the absence of resolution measures, any other actions that could be
taken within a reasonable period of time by the affected institution or by the
competent supervisory authority would, according to the assessment of the
competent supervisory authority, be insufficient to enable the institution to
observe its capital adequacy and/or liquidity requirements, and

(c) a resolution measure is necessary to safeguard the public benefit or to
serve the public interest.

(2) For the purposes of its assessment under paragraph (a) of sub-section (1),
the competent supervisory authority may consider one or more of the following
circumstances, this list not being exhaustive:

(i) the affected institution fails or is likely to fail to pay liabilities as they fall
due;

(i) the affected institution is or is likely to become balance-sheet insolvent;

(i)  the affected institution fails or may fail to observe its capital adequacy
and/or liquidity requirements;

(iv) there is a serious reduction in the affected institution’s access to funding
sources;

(v) there is dependence of the affected institution on public sector financial
assistance to sustain operations or there would be such dependence in
the absence of resolution except where, in order to preserve financial
stability, the institution requires any of the following:

a) a State guarantee to back liquidity facilities; or

b) a State guarantee on newly issued liabilities in order to remedy
a serious disturbance in the economy of the Republic;

(vi) there is a serious deterioration in the value of the assets of the affected
institution;

(vii)  there is loss of confidence of the public towards in the affected institution;

12



Adoption and

implementatio
n of resolution
measures.

(viii)  there are fundamental shortcomings in business plan or the affected
institution has breached or is likely to breach the terms on the basis of
which it was granted its license;

(ix) there is an imminent risk of the initiation of insolvency proceedings in
accordance with the Companies Law or the provisions of section 44 of
the Cooperative Societies Laws, as the case may be; or

(x) the affected institution is operated in an imprudent, unsafe or unsound
manner.

(3) For the purposes of paragraph (c) of section (1), the adoption and
implementation of resolution measures to an affected institution is deemed
necessary provided that liquidation would not serve equally well the public
benefit or the public interest.

(4) The implementation of resolution measures shall not activate-

(a) The procedure for the settlement of depositors’ claims by virtue of the
Law on the Establishment and Operation of the Deposit Protection and
Resolution of Credit and Other Institutions Scheme and the Cooperative
Societies Law and the procedure for the settlement of investors/clients’ claims by
virtue of the Establishment and Operation of an Investor Compensation Fund for
Clients of Banks Regulations of 2004 to 2007

(b) Any contractual clause or statutory provision that would be activated in
case of bankruptcy or insolvency or upon the occurrence of another event, which
may qualify as a credit event or an event equivalent to insolvency.

It is provided that Section 9 of the Financial Collateral Laws of 2004 and
2011 shall not apply in the case of the implementation of resolution measures as
provided for in this Law.

(c) The rights contractual or statutory of secured creditors of the affected
institution over assets and rights used as collateral for their claims vis-a-vis the
affected institution.

7. (1) The Resolution Committee, with the consent of the Minister of Finance,
having taken into consideration the report drafted by the competent supervisory
authority on the current financial status of the affected institution, and the
resolution plan prepared by the Resolution Committee in cooperation with the
competent supervisory authority, under section 30B of the Business of Credit
Institutions Laws of 1997 to (No.4) of 2013 and under section 12C of the
Cooperative Societies Laws, as the case may be, shall have the power to order
the affected institution to implement the following resolution measures, either
individually or in conjunction with one another:

13



(a) Capital increase, according to the provisions of Section 8;
(b) sale of operations, according to the provisions of Section 9;

(c) transfer of assets, rights or liabilities to a bridge bank, according to
the provisions of section 10;

(d) transfer of assets and rights to an asset management company,
according to the provisions of section 11;

(e) bail-in, according to the provisions of section 12:

It is provided that, the resolution measure of point (c) may be applied only in
conjunction with one or more of the resolution measures of the present
subsection:

It is further provided that, the Resolution Committee may authorise the
suspension of the obligations of an institution under resolution for a period of two
(2) business days, which may be extended by a decision of the Resolution
Authority by an additional two (2) business days.

(2) In the event that the Resolution Authority decides, on the basis of information
received by virtue of sub-section (1), that none of the resolution measures of
sub-section (1) is apt to serve the general resolution principles of subsection (1)
of Section 3, it may propose to the competent supervisory authority, as the case
may be, the revocation of the affected institution’s license.

(3) In case of implementation of the sale of operations resolution measure within
the meaning of Section 9, the Resolution Authority may suspend the decision for
the implementation of this measure, in cases where the tenders submitted have
been considered by the Resolution Authority as not profitable. In such case, the
Resolution Authority may decide to implement other resolution measures or
propose to the competent supervisory authority to revoke the license of the
institution under resolution.

(4) If the Resolution Authority considers that the conditions are met for the
adoption of the resolution measures of sub-section (1) of section 6, it shall notify
this fact to the Management Committee of the Scheme.

(5) The adoption of resolution measures, in accordance with sub-section (1),
shall be communicated to the institution under resolution, the competent
supervisory authority the Deposit Protection Fund and the Management
Committee of the Scheme on the same day and shall be published in the Official
Gazette of the Republic as well as on the website of the Central Bank of Cyprus
on the same day. This communication shall include a copy of the decree by
which the relevant powers are exercised and shall indicate the date from which
the resolution actions are effective.

14
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PART llI

RESOLUTION MEASURES
8. (1) Irrespective of any provisions of the Companies Law, the Cooperative
Societies Law, the Law on Public Takeover Bids of 2007 to 2009, and
notwithstanding the terms of the articles of association or of the special
regulations of the institution under resolution, except as otherwise provided for in
this section, the Resolution Authority may require the institution and/or its
subsidiary company, through the issuance of a decree, to increase their capital
through:

(@) the issuance of new shares to existing shareholders, unless Section 30A
of the Business of Credit Institutions Laws of 1997 to (No.4) of 2013 or Section
12C of the Cooperative Societies Laws has already been successfully activated.

It is understood that existing shareholders shall be notified of the amount of
additional capital necessary to bring the institution’s under resolution’s capital in
line with capital requirements, and shall be allowed three (3) business days from
the date of notification to them of the Resolution Authority’s instruction, within the
meaning of this paragraph, within which to submit binding commitments to
subscribe and, thereafter, purchase newly issued shares equal to the amount of
the additional capital required; or

(b) the issuance of new shares to other investors, even without offering
shares to existing shareholders, if the Resolution Authority determines that:

(i) existing shareholders have failed to comply with the requirements of
paragraph (a);

(ii) existing shareholders are no longer fit and proper to maintain a significant
capital position in the bank; or

(iii) an expedited capital increase is necessary to maintain financial stability or
is otherwise consistent with public benefit or public interest.

(2) Existing shareholders of the institution and/or its subsidiary company shall
have no pre-emptive or other rights to purchase new shares except as provided
for in this section.

(3) Irrespective of the provisions of any existing law, the competent authority
under such laws shall take all action necessary to permit the issuance of shares,
within the meaning of this section, within three (3) business days regardless of
whether the legislation governing the securities market allows the issuance of
shares within this period.

It is understood that, in the case of cooperative credit institutions, Sections 8 and
12A of Cooperative Societies Law shall apply.
9. (1) The Resolution Authority may require, through the issuance of a decree,
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the sale of operations of an institution under resolution to one or more credit
institutions or other persons, duly authorised to carry on such operations,
excluding bridge banks, even without the consent of its Board or shareholders or
members. The sale of operations shall be under commercial terms, and shall
comply with Union State Aid rules and the process of paragraph (4).

It is provided that the Resolution Authority may exercise control over the
institution under resolution so as to manage and dispose its assets and property.

(2) For the sale of operations of sub-section (1), the Resolution Authority shall
have the right to require once or more, consecutively or simultaneously:

(a) The transfer of title deeds of the institution under resolution; and/or
(b) the transfer of some or all of the assets, rights or liabilities of such
institution,

to one or more credit institutions or other persons.

(3) (a) The act of transfer of title deeds of the institution under resolution may:

(i) provide for the transfer of specific titles or titles with specific
characteristics;

(ii) set provisions for, or in connection with, the transfer of the said titles.

(b) The transfer of title deeds shall be considered in its entirety a valid act and
shall apply vis-a-vis third parties, regardless of the compliance with any
restriction provided for by law or by an agreement or imposed in any other way
including, inter alia, the transfer’s conformity with the normally applicable legal
processes, inter alia, by virtue of Section 17 of the Business of Credit Institutions
Laws of 1997 to (No.4) of 2013 or the Companies Law or the Cooperative
Societies Law or the Public Take Over Bids Laws of 2007 to 2009.

It is provided that in the case of title deeds of a cooperative credit institution,
Sections 8 and 12A of the Cooperative Societies Law shall apply.

(4) (a) The Resolution Authority shall invite all credit institutions or other persons,
which, in its view and according to the information available to it, are suitable for
the acquisition of title deeds, assets, rights or obligations in the context of the
sale of operations of the institution under resolution, to take part in an informal
and confidential tender procedure for the acquisition of the above.

(b) Credit institutions or other persons invited to submit tenders as well as their
managers, employees and partners, shall be bound by an obligation of
confidentiality in relation to the tender procedure or any other information
obtained through the abovementioned procedure.

(c) Any person who breaches the provisions of paragraph (b) shall be subject to
a fine, which shall not exceed three hundred thousand Euros (€300,000).
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(5) The Resolution Authority shall determine the consideration for the sale, on
the basis of the tenders submitted, taking into account the procedure for the
valuation of the title deeds, assets, rights or obligations to be transferred
pursuant to the provisions of Section 22 of this Law.

(6) In the event that, following the valuation procedure of pursuant to the
provisions of Section 22 of this Law, the value of the rights or liabilities to be
transferred exceeds the value of the transferred assets, the Resolution Authority
shall determine the difference, which shall be covered by the Resolution Fund
after the Deposit Protection Fund paid an amount equal to the value of the
covered deposits, excluding the value of the transferred assets.

(7) The Resolution Authority shall market or make arrangements for the
marketing of the assets, rights or liabilities that are intended to be transferred.

(8) The marketing referred to in sub-section (7) shall be carried out in
accordance with the following criteria:

(a) It shall be as transparent as possible, having regard to the circumstances
and, in particular, to the need to maintain financial stability;

(b) it shall not favour or discriminate among potential purchasers;

(c) it shall be free from any conflict of interest;

(d) it shall not confer any unfair advantage on a potential purchaser;
(e) it shall take account of the need to effect a rapid resolution action;

(f) it shall aim at maximising, as far as possible, the sale price for the assets and
liabilities involved.

It is provided that the principles set out in this subsection shall not prevent the
Resolution Authority from soliciting specific potential purchasers.

(9) The Resolution Authority may, with the consent of the Minister of Finance,
apply the sale of operations tool without complying with the marketing
requirements set out in subsection (8) when it determines that compliance with
those requirements would be likely to undermine one or more of the resolution
objectives and, in particular, if the following conditions are met:

(a) The Resolution Authority considers that there is a material threat to financial
stability arising from or aggravated by the failure of the institution under
resolution; and

(b) compliance with those requirements would be likely to undermine the
effectiveness of the sale of operations tool in addressing that threat or in
achieving the resolution objective specified in point (b) of sub-section (1) of
Section 3.
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10. (1) The Resolution Authority shall, with the consent of the Minister of
Finance, have the right to require, through the issuance of a decree, the transfer
of all or some assets, rights or obligations of an institution under resolution to a
bridge bank, as stipulated in subsection (2), even without the consent of its
Board or shareholders or members.

(2) The bridge bank shall be established by the Resolution Authority in the form
of a company, and shall function as a bank operating under a license to be
granted to it by the Central Bank of Cyprus under subsection (4). The purposes
of the bridge bank will be —

(a) to ensure the continuation of those of the banking operations and payment
services of the institution under resolution that are essential for the public
interest;

(b) to safeguard the value of the assets transferred to it, and

(c) to operate smoothly, aiming at maximizing the value of the assets transferred
to it until the time of the sale of all or part of the operations of the bridge bank,
according to the provisions of sub-section (8), or their liquidation, according to
the provisions of subsection (12):

It is provided that, the bridge bank shall be considered to be a continuation of
the institution under resolution, and continues to exercise any rights exercised by
the institution under resolution in respect of the assets, rights or liabilities
transferred to it, including any rights of membership and access to payment,
clearing and settlement systems:

It is further provided that, shareholders or creditors of the institution under
resolution and other third parties whose property, rights or liabilities are not
transferred shall not have any rights over or in relation to the assets, rights or
liabilities transferred to the bridge bank.

(3) The Resolution Authority shall provide for the operation of the bridge bank,
including, inter alia, with regard to the following matters —

(a) The amount and method of payment of its share capital:

It is provided that, the share capital of the bridge bank is paid by the
Resolution Fund and owned by the Scheme.

(b) The preparation of the founding documents;

(c) The appointment of its Board, its directors and the determination of their
responsibilities and remunerations.

(4) The Central Bank of Cyprus shall grant a license to a bridge bank.
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It is provided that the Central Bank of Cyprus may, at its discretion, set an
explicit time limit within which the bridge bank will have to comply with its
licensing conditions and the requirements set out in the Business of Credit
Institutions Laws of 1997 to (No.4) of 2013.

(5) The competent supervisory authority shall not revoke the licence of the
institution under resolution before the bridge bank has been established. The
licence of the institution under resolution shall be revoked, at the latest, once the
transfer of assets, rights and liabilities to the bridge bank has been completed.
The license of the institution under resolution shall be suspended once the
bridge bank has taken up its operations. This suspension shall remain into effect
until the transfer of assets, rights and liabilities has been completed.

(6) The Resolution Authority may, with the consent of the Minister of Finance,
through the issuance of a decree, whenever it considers it appropriate, require,
either once or more times, either in succession or simultaneously, the transfer of
assets, rights or liabilities of the institution under resolution to the bridge bank.

(7) In the event that, following a valuation conducted pursuant to the provisions
of Section 22 of this Law, the value of the rights or liabilities to be transferred to
the bridge bank exceeds the value of the transferred assets, the Resolution
Authority shall determine the difference, which shall be covered by the
Resolution Fund after the Deposit Protection Fund has paid an amount equal to
the value of the covered deposits, excluding the value of the transferred assets.

(8) The Board and the directors shall manage the bridge bank as an enterprise
the purpose of which is to be sell its operations, in whole or in part, following the
procedural criteria of sub-section (8) of section 9, to one or more buyers within
three (3) years from its establishment, when the conditions are appropriate for
that, from the point of view of the Resolution Authority.

(9) The bridge bank, shall prepare a business plan within a deadline set by the
competent supervisory authority, setting forth the strategy to be applied in order
to achieve the sustainability of its operations, safeguard and strengthen its
solvency and, generally, meet its objectives. Such plan shall be approved by the
Resolution Authority, also taking into account the views of the competent
supervisory authority.

(10) The Resolution Authority may, with the consent of the Minister of Finance,
whenever it considers it appropriate, require through the issuance of a decree,
either once or more times, either in succession or simultaneously, the transfer,
on commercial terms, of assets, rights or liabilities of the bridge bank, to the
institution under resolution.

(11) If the Resolution Authority considers necessary the continuation of the

operation of the bridge bank, for a period longer than three (3) years due to
reasons related to public benefit, the period referred to in subsection (8) may be
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extended for up to two (2) additional one-year periods.

(12) If the bridge bank is not sold within the periods provided for in subsections
(8) or (11), the bridge bank shall be put into liquidation.

(13) Any surplus arising from the liquidation or sale of the bridge bank shall be
paid, following full satisfaction of all legitimate claims of the creditors of the
bridge bank, including any claims and expenses paid by the Resolution
Authority, to the institution under resolution.

(14) Board members, directors and employees of the bridge bank, shall not be
held liable in the event of any act, application, or other legal proceedings for
compensation in respect of any act or omission during the performance of their
duties, unless it is proved that the act or omission was not bona fide or was
attributable to wilful misconduct or gross negligence.

11. (1) The Resolution Authority may, with the consent of the Minister of
Finance, require,through the issuance of a decree, the transfer of assets and
rights to an asset management company to be established by the Resolution
Authority, even without the consent of its Board or shareholders/members of the
institution under resolution, in case:

(a) Market conditions in relation with the assets and rights to be transferred,
suggests that their liquidation, as part of the liquidation of an institution under
resolution, would not serve the public benefit or the public interest; and

(b) such transfer will aim at the maximization of the value of the relevant
assets and rights through their subsequent sale to one or more buyers.

(2) The Resolution Authority shall provide for the operation of the asset
management company, including, inter alia, with regard to the following matters-

(a) The amount and terms of payment of its share capital:

It is provided that, the share capital of the bridge bank is paid by the
Resolution Fund and owned by the Scheme;

(b) the preparation of its founding documents;

(c) the appointment of its Board and its asset managers and the
determination of their responsibilities and remuneration.

(3) The transfer of assets and rights to an asset management company shall be
made at the value defined in accordance with the valuation performed in
accordance with Section 22.

(4) The Resolution Authority may, with the consent of the Minister of Finance,
whenever it considers it appropriate, require, through the issuance of a decree,
either once or more times, either in succession or in parallel, the transfer of
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assets and rights of the institution under resolution, or of a bridge bank, where
the resolution measure referred to in paragraph (c) of subsection (1) of Section 7
has been applied, to the asset management company.

(5) The Resolution Authority may, with the consent of the Minister of Finance,
require, through the issuance of a decree, either once or more times, either
consecutively or in parallel, the transfer of assets and rights by the asset
management company to the institution under resolution or to a bridge bank,
where the resolution measure referred to in paragraph (c) of subsection (1) of
Section 7 has been applied, only if one of the following cases apply:

(a) The decree on the basis of which the transfer was made, as per sub-
section (1), explicitly allows for the specific assets and rights to be
transferred back;

(b) the specific rights and assets do not fall within the classes of, nor meet
the conditions for, assets and rights specified in the decree on the basis of
which the transfer was made, as per sub-section (1).

(6) Where the resolution measure referred to in paragraph (c) subsection (1) of
Section 7 has been applied, any surplus deriving from the sale of assets and
rights to one or more buyers by the asset management company, following full
satisfaction of all legitimate claims of the creditors of this company, including any
claims of and expenses made by the Resolution Authority shall become part of
the assets of the institution under resolution or the relevant bridge bank.

(7) The asset manager, officer, employee or representative of the asset
management company shall not be held liable in case of action, application, or
other legal proceedings for compensation in respect of any act or omission in the
performance of his duties, unless it is proved that the act or omission was not
bona fide or was due to wilful misconduct or gross negligence.

12. (1) The Resolution Authority, provided it obtains the consent of the Minister
of Finance, may, at its discretion, restructure, through a decree, the debts and
obligations, of an institution under resolution, including by way of the reduction,
modification, rescheduling or novation of the principal or outstanding amount of
any type of claim, existing or future, against the institution under resolution, or a
conversion of debt instruments or obligations into equity.

It is provided that insured depositors are excluded from the present resolution
measure.

(2) In deciding whether to exercise its powers under paragraph 1, the Resolution
Authority shall closely observe the objectives set out in Section 3.

(3) In the implementation of the bail-in measure, the Resolution Authority, in
addition to the powers referred to in section 5, has the following powers:

(a) To write down or convert debt or obligations of the institution under
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resolution into shares or other title deeds of the institution,

(b) to reduce, including the reduction to zero, the principal amount of or
outstanding amount due in respect of debts and obligations of an institution
under resolution,

(c) to cancel titles issued by an institution under resolution,

(d) to require the conversion of debt instruments or other instruments which
contain a contractual term for conversion, notwithstanding the provisions
based on which contractual terms for conversion may be activated,

(e) to require an institution under resolution to issue new shares, or other
titles, including preference shares and contingent convertible instruments,
which will be offered to affected by the implementation of bail-in measure
parties,

(f) to amend or alter the maturity of debt instruments issued by an institution
under resolution or amend the amount of interest payable under such
instruments, including by suspending payment for a temporary period.

(4) The Resolution Authority in implementing the bail-in measure, is not subject
to any claim or obligation which would otherwise be applicable pursuant to the
provisions of the Companies Law, the Cooperative Societies Law, the Law on
Public Takeover Bids, the terms of the articles of association or special
regulations or other legislation or contractual obligations of the institution under
resolution.

(5) The decree of the Resolution Authority to implement the bail-in measure,
shall be immediately binding on the institution under resolution and the affected
from the decree parties and enforceable in time determined by the Resolution
Authority.

(6) Where the Resolution Authority reduces to zero the principal amount of or
outstanding amount of a debt or obligation, that debt or obligation and any
accrued interest or expenses arising in relation to it, by the time the measure is
implemented, shall be treated as discharged for all purposes, and shall not be
provable in any subsequent proceedings in relation to the institution under
resolution or any successor institution in any subsequent winding up, pursuant to
any law.

(7) Where the Resolution Authority reduces in part, but not in full, the principal
amount of, or outstanding amount payable in respect of a debt or obligation:

(a) the debt or obligation shall be discharged to the extent of the amount
reduced and the amount reduced shall not be provable in any subsequent
proceedings in relation to the institution under resolution or any successor
institution in any subsequent winding up, pursuant to any law,

(b) the relevant instrument or agreement that created the original liability shall
continue to apply in relation to the residual principal amount of, or
outstanding amount payable in respect of the debt or obligation, subject to
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any modification of the amount of interest payable to reflect the reduction of
the principal amount, and any further modification of the terms that the
Resolution Authority might determine.

(8) When implementing the bail-in measure, the Resolution Authority, exercises
its write down and conversion powers respecting the following order:

(a) Share capital and rights to acquire shares are written down first in
proportion to the losses and up to its capacity if the losses exceed the total
value of these shares, in which case they are cancelled,

(b) in case the write down of paragraph (a) is not sufficient to cover the
losses, the Resolution Authority, writes down the bonds convertible into
shares and the rights to acquire bonds convertible into shares,

(c) the Resolution Authority, writes down debt securities or rights to acquire
debt securities,

(d) only if, the total reduction of the instruments mentioned in paragraph (a),
(b) and (c) is less than the total losses, the Resolution Authority may
intervene in the said institution’s other obligations.

(9) In case of full write down of the titles, the reduction to zero of is permanent.

(10) The Resolution Authority may apply the write down or conversion powers to
the residual amount of the titles which have been reduced in part but not in full.

(11) The Resolution Authority and the Minister of Finance have no obligation
towards the affected parties whose debt and obligations have been written down
or converted from the implementation of the bail-in measure, except for the
amounts accrued, before the implementation of the measure.

(12) The valuation for the purposes of calculating the total amount of debt and
obligations to be written down or converted is carried out in accordance with the
procedures described in Part V.

(13) When converting debt instruments into shares of the institution under
resolution the Resolution Authority may apply a different conversion rate to
different classes of debt instruments under conversion:

It is provided that, the conversion rate applied to senior debt instruments shall be
higher than the conversion rate to subordinated liabilities.

(14) In the event that the Resolution Authority implements the measure of bail-in,
the affected parties receive in payment of their claims at least as much as what
they would have received if the institution under resolution had been wound up
under the Companies Law or the Cooperative Societies Law, as the case may
be, immediately before the implementation of the said measure.

(15) The affected parties may not initiate any other proceedings claiming

23



Transfer of
securities,
assets, rights
or liabilities.

payment on the grounds of non-fulfilment of the terms and conditions based on
the mean by which they were issued or agreed upon if those terms and
conditions have been affected by the implementation of the bail-in measure.

(16) The affected parties may not claim either from the institution under
resolution or from the Republic any kind of financial compensation for losses
they may have incurred as a result of the implementation of the bail-in measure.

(17) The provisions of the present article apply and in the cases of debt and
obligations which have been transferred from the institution under resolution to
the bridge bank.

13. (1) The decree to be issued by the Resolution Authority for the purposes of
transferring securities, assets, rights or liabilities under Sections 9, 10 and 11
may —

(a) Provide for the transfer of -

(i) all securities, assets, rights or liabilities;

(i) all securities, assets, rights or obligations other than specific securities,
assets, rights or liabilities;

(iii) specific securities, assets, rights or liabilities; or

(iv) securities, assets, rights or liabilities with defined characteristics.

(b) contain provisions for, or in connection with, the transfer of such securities,
assets, rights or liabilities.

(2) The transfer of securities, assets, rights or obligations under sub-section (1)
is fully valid vis-a-vis third parties, irrespective of the compliance with any
restriction imposed under law or contract terms or otherwise, including, inter alia-

(a) any notification, approval or consent of persons who are holders of rights,
obligations or contractual relationships to be transferred,

(b) the application of the provisions of Section 301 of the Companies Law or the
provisions of the Cooperative Societies Law in relation to assets, rights or
liabilities to be transferred:

It is provided that in case of the transfer of title deeds owned by Cooperative
societies, the Sections 8 and 12A of the Cooperative Societies Laws shall apply.

(c) any other restrictions affecting the right or obligation to be assigned or
transferred, either in general or by third parties.

(3) Without prejudice to the generality of the provisions of paragraph (b) of sub-
section (1), the decree to be issued by the Resolution Authority pursuant to
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Sections 9, 10 and 11, may set out, inter alia, provisions regarding-

(a) the timing for the implementation of the transfer procedure;

(b) the exercise of rights of title holders, including:
i) the valid transfer of titles free from any obligation or other lien;
ii) the cancellation of rights to acquire titles;

(
(
(iii) the suspension in the trading of titles;

(iv) the non-activation of any contractual clause, which would be activated
in the event of bankruptcy or insolvency or another event which may be
considered to be a credit event or equivalent to an insolvency event,
including netting arrangements within the meaning of section 9 of the
Financial Collateral Laws of 2004 and 2011, without prejudice of the

provisions of Section 24

(c) the substitution of the entity acquiring the securities in the place of the
institution under resolution with respect to the securities, assets, rights or
liabilities transferred,

(d) the qualification of agreements contracted with or in relation to the
institution under resolution as agreements entered into with or in relation to
the acquiring entity,

(e) the continuation of any process related to securities, assets, rights or
liabilities to be transferred, including legal proceedings brought by or vis-a-vis
the acquiring entity,

(f) the transfer of the employment contracts of the institution under resolution
to the acquiring person,

(g) amendments to the provisions of acts or documents of the institution
under resolution,

(h) the provision of support or information by the institution under resolution,

(i) the provision of support or information by the acquiring entity.

(4) The act of transfer of securities, assets, rights or liabilities provided for in
subsection (2) of this section shall-

(a) provide for the transfer of all securities, assets, rights or liabilities
governed by agreements for the provision of collateral or being subject to
set-off by contract or by law,

(b) provide for the transfer of securities, assets used as collateral for
liabilities vis-a-vis insured creditors on condition that the relevant liability as
well as the collateral claim are also transferred,

(c) not affect the right of the employee to terminate his/her employment with
the acquiring entity,

(d) not affect the exercise of contractual rights of counterparties of the
institution under resolution, including the right to terminate the Agreement or
to set off their claims vis-a-vis the acquiring person against their liabilities
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which were transferred to such person, provided that the conditions for
exercising their right were met prior to the time of transfer, vis-a-vis the
institution under resolution, or after the time of transfer vis-a-vis the
acquiring entity.

(5) In the event where the transferred assets, rights or liabilities are governed by
laws of an another Member State or a third country:

(a) If these laws permit the transfer of assets, rights or liabilities, the
institution under resolution and transferee shall do everything required by that
law to give effect to the transfer, and

(b) if these laws do not permit the transfer of assets, rights or liabilities, the
transferee is responsible for discharging the institution’s under resolution
obligations under those assets, rights or liabilities.

(6) Subordinated debt and shares shall be excluded for the purposes of the
transfer of assets, rights or liabilities provided for under Sections 9, 10 and 11,
and shall remain in the estate of the institution that will be subject to liquidation.

13A. (1) With the completion of the implementation of the resolution measures in
a credit or other institution subject to resolution, the Resolution Authority shall
publish in the Official Gazette of the Republic that the resolution measures
imposed on the said credit or other institution have been completed, date of their
completion and that the said institution from the date of completion of the
resolution measures is not subject to the powers of the Resolution Authority,
under this Law.

(2) The termination of the resolution measures applied to a credit or other
institution, shall be communicated, on the same day, to the Management
Committee of the Scheme, the institution under resolution as provided in
paragraph (1), and the competent supervisory authority.

PART IV
SPECIAL ADMINISTRATOR
14. (1) The Resolution Authority may appoint a special administrator, who shall
take over the management of the institution under resolution according to the
terms of the act of appointment and without prejudice to the purposes of the
appointment, as set out in Section 15, and his powers, as provided for in Section
16.

It is provided that the Resolution Authority may, at its discretion, appoint one or
more persons as Special Administrators:

It is further provided that, the act of appointment of the Special Administrator
may explicitly specify, inter alia, issues requiring a decision or approval of or
prior notice to the Resolution Authority.

(2) The appointment of a Special Administrator is based on strictly professional
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criteria, namely his work experience and knowledge on banking or related
issues, and personal criteria, defined by the Resolution Authority, in order to
ensure the suitability of the appointed person.

(3) During his term of office as specified in Section 21 and / or the performance
of certain tasks, the Special Administrator may not engage in any other
occupation or employment, unless a prior approval to do so has been granted by
the Resolution Authority.

(4) In exercising his duties, the Special Administrator must comply with all the
applicable laws and regulations and all instructions of the Resolution Authority
and manage the matters entrusted to him with all diligence, professionalism,
integrity, discretion and confidentiality.

(5) Irrespective of the provisions of other laws relating to the appointment of a
person having the same or similar powers and responsibilities as the Special
Administrator, may be applied only following consent provided by the Resolution
Authority, or if applied already, they shall be considered ab initio invalid, in case
the Resolution Authority decides that the affected institution has entered or will
enter resolution according to the provisions of this Law.

(6) The remuneration and the overall cost for the appointment of the Special
Administrator and any other person appointed or employed conformingly to the
present Part shall be borne by the institution under resolution:

It is provided that, in case of failure of the institution under resolution to pay all or
part of the remuneration cost, the Resolution Fund may undertake the respective
obligation.

(7) The appointment of the Special Administrator shall be in writing and notified
to the Board or the Directors or the commissioners of the institution under
resolution, to the Management Committee of the Scheme and to the competent
supervisory authority.

(8) The provisions of subsection (4) of Section 6 shall apply also for the
appointment of the Special Administrator.

15. The Special Administrator is appointed in order to effectively implement the
resolution measures, namely to provide any relevant service, facilitate or perform
work until the completion of the procedure for implementing resolution measures
in an institution under resolution and/or supervise the procedure for winding up
the institution under resolution.

16. (1) In order to serve the purposes of his appointment, the Special
Administrator shall have direct access to any data or information of the institution
under resolution and may, in accordance with his mandate, require or set
conditions in relation to the:
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(a) restriction of scope of the concerned institution’'s operations and
business activities in any way whatsoever;

(b) revision or abolition of policies and strategic decisions affecting the
organisation or operational structure of the institution under resolution;

(c) revision of business services and polices related to the provision of
subsidies and/or acceptance and attraction of deposits;

(d) restriction and/or forbiddance of individual transactions, categories of
transactions or specific investments;

(e) removal or replacement of any board member, commissioner, first
executive director or member of the senior administration of the concerned
institution;

(f) maintenance of specific levels of preventive liquidity and owners’ equity;

(g) adoption of any other measure or action or omission of specific actions

(2) Upon relevant approval from the Resolution Authority, the Special
Administrator can:

(a) appoint or place personnel in any organic or administrative post in the
institution under resolution;

(b) hire external legal or financial consultants or consultants of any other
professional capacity or training.

17. Without prejudice to the provisions of Section 14, from the notification to the
institution under resolution of the appointment of the Special Administrator, any
decisions or actions related to the management or operation of the institution
under resolution which place obstacles or create difficulties for the
implementation or possible implementation and the effectiveness of already
adopted or forthcoming resolution measures, or put the financial status of the
said institution at risk, are made null and void if they have not been taken by or
with the consent of the Special Administrator.

18. (1) Within thirty (30) days from his appointment or within a time frame
determined by the Resolution Authority, the Special Administrator, acting in
accordance with the terms of his appointment act, shall prepare and submit to
the Resolution Authority, a report including the following, as a minimum:

(a) aupdated balance sheet of assets and liabilities reported at fair value;

(b) an anticipated balance sheet for a specific future period taking into
account the impacts of the resolution measures;

(c) an assessment of the effectiveness of the resolution measures;
(d) alist of assets classified into categories according to the degree of risk;

(e) where appropriate, recommendations with regard to the possible need to
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implement additional resolution measures or to revise or revoke already
adopted resolution measures.

It is provided that the Resolution Authority may take any resolution measure,
irrespective of the completion and submission of the reports provided for in
the present subsection.

(2) lrrespective of the immediate actions provided for by his mandate, the
Special Administrator shall have the obligation to inform the Resolution Authority
via regular and exceptional progress reports and recommendations and, where
deemed necessary in view of developments related to the institution under
resolution , he shall be obliged to inform immediately the Resolution Authority.

It is provided that the Special Administrator shall provide any data or information
whatsoever or prepare any report requested by the Resolution Authority within
the time frame determined by the latter.

(3) In case of transfer of all or part of the ownership titles of assets, rights or
liabilities of the institution under resolution, the Special Administrator shall
ensure that such transfer is carried out according to the provisions of this Law.

19. In case of action at law, claim or other legal procedure for compensation
related to any act or omission during the execution of the competences and
responsibilities of the Special Administrator, by virtue of this Law, the Resolution
Authority, the members of the Resolution Committee, the Minister of Finance,
the Special Administrator and any persons appointed according to Sections 14
and 16 or act under the instructions of the Special Administrator or the
Resolution Authority for the purposes of this Law, shall not have any
responsibility, unless it has been proven that the act or omission was not bone
fide or is the result of fraud or gross negligence.

20. The Special Administrator is bound by the rules on secrecy and
confidentiality under the provisions of Part XI of the Business of Credit
Institutions Laws of 1997 to (No.4) of 2013 and Sections 41G and 41H of the
Cooperative Societies Law, unless the Resolution Authority has consented to the
contrary:

It is provided that, the Special Administrator continues to bear the responsibility
of observing the rules of secrecy and confidentiality even after his resignation or
completion or termination of the work assigned to him.

21. (1) The Special Administrator is appointed for a period that does not exceed
twelve (12) months that can be renewed by a decision of the Resolution

Authority, each time for a period of six (6) months.

(2) The exact duration and the possible reasons for terminating the appointment
of the Special Administrator shall be determined by the Resolution Authority.
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(3) Irrespective of the provisions of section (2), the Resolution Authority may, at
its discretion, terminate immediately the appointment of the Special
Administrator for any reason and at any time and replace him immediately.

(4) The appointment of the Special Administrator shall expire once the purpose
of his appointment is accomplished or has ceased to exist.

PART V
VALUATION OF OWNERSHIP TITLES, ASSETS, RIGHTS AND LIABILITIES

22. (1) For the purposes of implementing the resolution measures referred to in
points (b), (c), (d) and (e) of subsection (1) of section 7 of this Law, the
Resolution Authority shall carry out a preliminary valuation of the title deeds,
assets, rights or liabilities of the institution under resolution, according to
conservative estimates and on the basis of their fair value.

(2) Upon the application of section (1) of this Section, the Resolution Authority
shall appoint one or more independent valuer(s) according to the provisions of
Section 23, to carry out the valuation of the title deeds, assets, rights or liabilities
of the institution under resolution and to prepare a relevant valuation report.

(3) In any case, the Resolution Authority shall assess the results of the report of
the independent valuer or valuers in connection with the result of the preliminary
valuation referred to in subsection (1) and the prevailing conditions in the
markets and the financial system and shall determine, at its discretion, the final
value of the ownership titles, assets, rights or liabilities:

It is provided that, for the determination of the final value, any increase in value
resulting from the provision or expected provision of financial support shall be
deducted.

(4) Irrespective of the provisions of subsections (1) and (2), the Resolution
Authority retains the right to adopt any other valuation procedure or mechanism
which, at its discretion, can better achieve the underlying purpose.

(5) The valuation conducted as per sub-section (1) and (2) shall be based on
prudent and realistic assumptions, and its objective shall be to assess the fair
value of the assets and liabilities of the institution under resolution.

(6) The valuation shall be supplemented by the following information:

(a) An updated balance sheet and a report on the economic and financial
situation of the institution under resolution;

(b) a note providing an analysis and an estimate of the value of the assets;

(c) a list of outstanding liabilities with an indication of the respective credits
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and priority level under the applicable insolvency law:

(d) a list of assets held by the institution under resolution for account of third
parties who have ownership rights on those assets:

It is provided that, where due to urgency it is not possible to comply with the
above requirements, the valuation either by an independent person(s) or by
the Resolution Authority shall be carried out in compliance with the
requirements of subsection (5). That valuation shall be considered as
provisional until the resolution authority has carried out a valuation that
complies with all the requirements under this Section.

(7) The valuation shall be an integral part of the decision to apply a resolution
measure or to exercise a resolution power. The valuation shall not be subject to
separate judicial review and shall be subject to judicial review only jointly with
the decision taken under this Section.

23. (1) The Resolution Authority shall ensure that the persons appointed as
independent valuers-

(a) have the requisite qualifications, skills and relevant professional
experience in evaluating ownership titles, assets and liabilities or other
securities and rights-

(b) have no dependence or any type of relationship, professional or
personal, which could possibly be considered to be placing them in a
conflict of interests or downgrade or affect in any way whatsoever their
independence and free will during the performance of their work.

(2) The Resolution Authority ensures that the evaluation by the independent
valuer or valuers is carried out on the basis of generally accepted evaluation
methods and criteria:

It is provided that, if deemed necessary, the Resolution Authority shall grant to
one or more independent valuer(s) access to any information or data considered
necessary for the fulfilment of the purpose of their appointment or ensure that
such information is communicated to them.

(3) The work of the independent valuer(s) shall be completed within a time frame
set in advance by the Resolution Authority.

PART VI
GENERAL PRINCIPLES FOR SAFEGUARDING SHAREHOLDER AND
CREDITOR INTERESTS
24. (1) The safeguards specified in this Section apply in the following
circumstances:

(a) The Resolution Authority transfers some but not all of the property,
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rights or liabilities of an institution under resolution when implementing any
of the resolution measures provided for in Sections 9, 10, and 11

(b) the Resolution Authority exercises the powers specified in Sections 12
and 13.

(2) Appropriate protection of the following arrangements, and of the
counterparties to the following arrangements, is to be ensured:

(a) Security arrangements, under which a person has by way of security an
actual or contingent interest in the property or rights that are subject to
transfer, irrespective of whether that interest is secured by specific property
or rights or by way or a floating charge or similar arrangement;

(b) title transfer financial collateral arrangements, under which collateral to
secure or cover the performance of specified obligations is provided by a
transfer of full ownership of assets from the collateral provider to the
collateral taker, on terms providing for the collateral taker to transfer assets
if those specified obligations are performed;

(c) set-off arrangements under which two or more claims or obligations
owed between the bank and a counterparty can be set off against each
other;

(d) netting arrangements under which a number of claims or obligations can
be converted into a single net claim, including close-out netting
arrangements under which, on the occurrence of an enforcement event
(however or wherever defined) the obligations of the parties are accelerated
so as to become immediately due or are terminated, and in either case are
converted into or replaced by a single net claim;

(e) assignment and indemnity contracts;

(f) structured finance arrangements, including securitisations and covered
bonds, which involve the granting and holding of security by a party to the
arrangement or a trustee, agent or nominee:

It is provided that, the form of protection that is appropriate for the classes of
arrangements specified in the paragraphs above, shall be subject to the
restrictions specified in Section 6, in relation to the suspension of the obligations
of the institution under resolution and the provisions of Section 13.

(3) The requirement of sub-section (2) applies irrespective of the number of
parties involved in the arrangements and of whether the arrangements are
created by contract, trusts or other means, or arise automatically by operation of
law, or arise under, or are governed in whole or in part by, the law of another
jurisdiction.

(4) It is to be ensured that the transfer, cancellation or modification shall not
affect the operations of systems and rules of systems covered by the Settlement
Finality in Payment and Securities Settlement Systems Laws of 2003 to 2011,
where the resolution authority:
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(a) Transfers some but not all of the property, rights or liabilities of an
institution under resolution to another entity; or

(b) uses its powers to cancel or amend the terms of a contract to which the
institution under resolution is a party or to substitute a recipient as a party.

PART VI
RIGHT TO COMPENSATION
25. Where a resolution measure, as implemented, affects the ownership rights of
a shareholder, creditor or other stakeholder in an institution under resolution, the
Resolution Authority shall ensure that any loss caused to the affected party shall
not be higher than the one that would be caused if the institution under
resolution was placed, as a whole, in liquidation.

It is provided that, in any case, the need for the smooth operation of the financial
system and the protection of the public benefit or the public interest, as set forth
in Section 3, shall prevail.

26. (1) The right of a party affected by resolution measures to bring judicial
proceedings in connection with the decision of the Resolution Authority
determining remuneration for the infringement of a property right and to seek
financial compensation shall not be affected.

(2) In particular, if a shareholder, creditor or other stakeholder in an institution
under resolution deems that the financial position it is in has significantly
deteriorated compared to the one he would find himself in if no resolution
measure had been taken and if the affected institution had been placed directly
in liquidation, the financially affected party may claim compensation only for the
losses caused to him due to the implementation of the resolution measures and
shall not affect any act, measure or transaction concluded on the basis of this
Law.

(3) The claims of subsection 2 may not be against -
(a) the Resolution Authority, subject to Section 29,

(b) the person to whom the transfer is made, in respect of claims arising from
the adoption of resolution measures under Sections 9, 10, 11 and 13.

27. (1) Irrespective of the provisions of the Companies Law or the Cooperative
Societies Laws, no person other than the Resolution Authority may file an
application for the issuance of a liquidation order vis-a-vis an institution under
resolution.

(2) If an application referred to in sub-section (1) is filed or if such application
had already been filed before the adoption and implementation of resolution
measures, such application shall be notified by the applicant to the competent
supervisory authority and the Resolution Authority and the liquidation procedure
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shall be postponed until the Resolution Authority notifies the court that no
resolution measures will be taken in the concerned institution.

28. (1) Without prejudice to the provisions of Section 13, any action, arbitration
or other proceeding and any actionable right which at the moment of transfer of
assets, rights or liabilities is pending or exists by or against or in favour of the
institution under resolution, shall not be terminated, nor suspended, nor be
affected in any way due to the implementation of the provisions of this Law, but
may be filed or continue or be executed by or against the acquiring entity, or the
bridge bank or the asset management company, as the case may be:

Provided that, irrespective of the provisions of any other law or any regulation, in
cases where any proceeding is pending before the court or a district land
registry, the replacement and/or substitution of the institution under resolution for
the purposes of the pending proceeding, shall take place with the registration by
the acquiring person or the bridge bank or the asset management company, of
relevant notification to the registry or district land registry, as the case may be.

(2) Irrespective of the provisions of this Law, debts of the institution under
resolution arising from judicial decisions and court orders related to assets of the
said institution issued prior to the adoption of resolution measures are not
affected.

PART VI
POWER TO COLLECT INFORMATION, ENTRANCE AND INVESTIGATION
AND IMPOSITION OF ADMINISTRATIVE SANCTIONS

28A. (1) The Resolution Authority may request and collect information necessary
or useful for the exercise of its responsibilities and demand with a request in
writing and without warning, within a specified deadline, the provision of
information from any natural or legal person which the Resolution Authority
considers, at its absolute discretion, that it is in a position to provide such
information.

(2) In its request in writing and without warning, the Resolution Authority shall
specify the purpose of the investigation, the provision under which the
Resolution Authority’s power is based, the deadline specified for the provision of
the information and the sanctions that may be imposed in case of non-
compliance with the obligation in subsection (1) for provision of information.

(3) Any person to whom, the Resolution Authority’s request for the collection of
information, is addressed, shall be bound to provide the requested information
timely, fully and accurately.

(4) As regards banking secrecy, provided for in section 29 of the Business of

Credit Institution Laws of 1997 to (No. 4) of 2013, the Resolution Authority or the
Unit for the Resolution of Credit and Other Institutions or any other person
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instructed following an express decision of the Resolution Authority to collect
information pursuant to this Law, shall be considered to be a public servant
under the meaning of subsection (2)(d) of section 29 of the aforementioned
Laws for obtaining any information:

Provided that the aforementioned responsibility of the Resolution Authority shall
apply to the cases in which inspections and investigations are carried out in
accordance with the provisions of section 28B.

(5) In the case of refusal of any person to comply with the Resolution Authority’s
request for the collection of information within the specified deadline or in case
such person refuses to give any information or shows or produces incomplete or
false or falsified information, shall have the power to impose to such person an
administrative fine in accordance with the provisions of section 28C.

(6) The information provided to the Resolution Authority in the exercise of its
power, shall be confidential and may only be used for the purposes of the
exercise of its responsibilities.

(7) For the purposes of this section, «the obligation to provide information» shall
include the obligation to produce, cite and submit-
(a) any kind of written data and information, including the minutes of the
meetings of any legal person and data stored in computers,

(b) irrespective of the provisions of any other Law, any information which a
person possesses in his capacity as trustee, including the actual identity of
the real beneficiaries of the financial instruments in relation to which he is
directly or indirectly a trustee.

(8) Any person receiving a request by the Resolution Authority for the provision
of information under this section, shall be obliged not to disclose it in any way
and to treat it in full confidentiality.

28B. (1) (a) The Resolution Authority or any other person instructed by the
Resolution Authority, may carry out investigations which are necessary for the
exercise of its responsibilities or for investigating a possible violation of the
obligations imposed pursuant by this Law and, to this end, it may request and
collect information, enter offices and business premises and inspect records,
books, accounts, other documents and data stored in computers and to take
copies or extracts thereof:

Provided that the Resolution Authority may take extracts of records, books,
accounts, other documents and data if it has reasonable suspicions that these
extracts may be useful for purposes of proving in any criminal proceedings
regarding any violation or failure to comply with the provisions of this Law or
decrees issued pursuant to this law.
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(b) In case any person refuses to provide access to information, records, books,
accounts as well as other documents and data stored in computers, the
Resolution Authority may proceed with the immediate confiscation of the
relevant information, records, books, accounts and other documents and data as
well as the electronic equipment storing and transferring the data:

Provided that the Resolution Authority shall be obliged to return any confiscated
item under the provisions of this subsection to its holder, as soon as the purpose
for which it proceeded with the confiscation is fulfilled and, in any case, within
forty-five days from the day of confiscation.

(2) The Resolution Authority may carry out investigations in premises of any
natural or legal person that is subject to the competence of the Resolution
Authority pursuant to the provisions of this Law and of any other person which
the Resolution Authority, at its absolute discretion, considers that he is in a
position to provide the required information and data.

(3) The investigation shall be carried out following a notice of the Resolution
Authority either sent beforehand or served to the person to whom the notice is
addressed at the date and time of the investigation.

(4) The notice of the Resolution Authority shall be in writing and shall specify the
date and time the investigation shall commence, its purpose, the provision under
which the power of the Resolution Authority is based and the possible sanctions
in case the person to whom the notice is addressed refuses to comply with the
notice.

(5) Notwithstanding the provisions of this section, the entry into a residence or
the carrying out of an investigation in a residence for the purposes of this Law
shall not be allowed, unless this is done under a court order.

(6) The Resolution Authority may call any persons who may have evidence or
know anything relating to the investigation which is being carried out to testify
and designate any other person to hear the attestation and take, on its behalf, a
written or recorded deposition by these persons, who must appear before the
designate person and provide the information they posses.

(7) Any person to whom a request by the Resolution Authority is addressed
shall be obliged to comply timely, fully and accurately.

(8) In case any person refuses to comply with the Resolution Authority’s notice
for the carrying out of an investigation or with its writ of summons to testify under
this section or in case such person does not produce or produces or presents
incomplete or false or falsified records, books, accounts or other documents or
data or information, the Resolution Authority shall have power to impose on such
a person, without prejudice to its power for confiscation under the provisions of
subsection (1), an administrative fine in accordance with the provisions of
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(9) The information coming into the possession of the Resolution Authority while
exercising its powers shall be confidential and may be used only for the
purposes of exercising its responsibilities.

(10) Any person receiving a request by the Resolution Authority under this
section shall be bound not to disclose in any way the said request and to treat
such request in full confidentiality.

(11) The Resolution Authority shall be entitled to request the assistance of the
Police in order to be able to exercise its powers pursuant to this section.

28C. (1) In case the Resolution Authority in exercising its powers and
responsibilities pursuant to this Law or pursuant to the decrees or directives
issued under this Law, establishes that a person acts in violation of any provision
of this Law or pursuant to the decrees or directives issued under this Law, after
hearing such person, has the power to impose, for every violation, an
administrative fine from one thousand euro (€1.000) to five hundred thousand
euro (€500.000), depending on the seriousness of the violation, and in case the
violation continues, the Resolution Authority has additionally the power to
impose an administrative fine from a hundred euro (€100) to fifty thousand euro
(€50.000), depending on the seriousness of the violation, for every day such a
violation continues.

(2) In case it is proven that the person responsible for the violation obtained illicit
gain, which exceeds the amount of the administrative fines specified in
subsection (1), the Resolution Authority may, as the case may, impose an
administrative fine of up to double the amount of the gain which the person
responsible has proven to have had obtained illicitly.

(3) In case of violation of a provision of this Law, the Resolution Authority may
impose an administrative fine:

(a) to alegal person, and/or

(b) to a board member, manager or officer or any other person in case it is
established that the violation is a consequence of his fault, willful omission or
negligence.

28D. (1) An administrative fine imposed by the Resolution Authority pursuant to
the provisions of this Law shall be deemed against revenue to the Government
General Account.

(2) In case of failure to pay an administrative fine or a penalty payment specified
under compromise, the Resolution Authority may:

(a) take legal action to collect it, so the outstanding amount is collected as a
civil debt
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(b) take any other measures which may be set by a Directive.

PART IX
LIMITATION OF LIABILITY
29. The Resolution Authority and the Minister of Finance shall not be held liable
in relation to any act or omission during the execution of their competences and
responsibilities, which are provided for in this Law, unless it has been proven
that the act or omission was not bona fide or is the result of fraud or gross
negligence.

30. Without prejudice to the provisions of section 19, the Special Administrator,
the persons comprising the Resolution Unit and any other persons, legal or
natural, who have been appointed or authorised by the Resolution Authority for
the carrying out of actions under this Law, shall not be held liable in relation to
any act or omission during the execution of their competences and
responsibilities unless it has been proven that the act or omission was not bone
fide or is the result of fraud or gross negligence:

It is provided that, the above persons benefit from the same degree of protection
even after the termination of their appointment or authorisation and/or the
completion of actions or tasks assigned to them.

PART X
FINAL PROVISIONS

31. The provisions of this Law apply irrespective of the provisions of The
Transfer of Banking Operations and Collateral Laws of 1997 to 2011, the
Business of Credit Institutions Laws of 1997 to (No.4) of 2013 and any other law
that contradicts this Law.

32. (1) Without prejudice to the provisions of section 5 and subsection (2) of
section 17 of the Financial Crisis Management Laws of 2011 to 2013, the
Resolution Authority may decide to terminate any support measures which may
have already been taken in the event that any resolution measures are
implemented on an affected credit institution.

(2) The implementation of any measures under this Law shall preclude the
subsequent adoption of any support measures, pursuant to the Financial Crisis
Management Laws.

33. Assets, rights and liabilities transferred under the provisions of this Law to
any person, whether it is in the Republic or in another Member State, do not
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generate profits subject to taxation in the affected institution:

It is provided that the implementation of resolution measures within the meaning
of this Law is exempted from the payment of any tax or levy.

34. The implementation of the provisions of this Law and the adoption of
resolution measures do not affect the validity of the provisions of Sections 4 and
5 of the Law on the Preservation and Safeguarding of Employees’ Rights in the
event of Transfers of Undertakings, Businesses or Parts of Undertakings or
Businesses of 2000 and do not constitute an insolvency procedure as defined in
Section 6 thereof.

PART XI
CRIMINAL OFFENCES

35. A person who in the course of providing information to the Resolution
Authority, for any of the purposes of this Law makes a false, misleading or
deceitful statement as to any fact thereof or conceals a fact or fails to submit
facts, commits a criminal offence and shall be subject to a penalty of
imprisonment not exceeding five years or to a fine up to five hundred thousand
euro (€500.000) euro or to both penalties:

Provided that a person acting in the way referred to in this section shall be
assumed to be acting knowingly.

36. (1) The legal person and any of the members of its board of directors, the
general manager, the secretary or other official or other body of administration of
this legal person, which has been proven to have consented or acted jointly for
the commitment of the offence, shall be criminally liable in relation to the criminal
offence provided in section 35.

(2) A person who in accordance with the provisions of subsection (1), is
criminally liable for an offence committed by a legal person, shall be jointly liable
or severally with the legal person for all losses suffered by third parties as a
result of the act or omission lying behind the offence.
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