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COUNCIL DECISION
of ...

amending Decision 2011/734/EU addressed to Greece
with a view to reinforcing and deepening fiscal sureillance
and giving notice to Greece to take measures for ¢hdeficit reduction

judged necessary to remedy the situation of excegsideficit

THE COUNCIL OF THE EUROPEAN UNION,

Having regard to the Treaty on the Functioninghef European Union, and in particular
Article 126(9) and Article 136 thereof,

Having regard to the recommendation from the Eusopg@ommission,
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Whereas:

(2) Article 136(1)(a) of the Treaty on the Functignof the European Union (TFEU) provides
for the possibility of adopting measures spectithe Member States whose currency is
the euro with a view to strengthening the coordamaand surveillance of their

budgetary discipline.

(2) Article 126 TFEU establishes that Member Staresto avoid excessive government
deficits and sets out the excessive deficit prooetluthat effect. The Stability and Growth
Pact, which in its corrective arm implements theessive deficit procedure, provides the
framework supporting government policies for a pponeturn to sound budgetary
positions taking account of the economic situation.

3) On 27 April 2009, the Council decided, in acarce with Article 104(6) of the Treaty

establishing the European Community, that an exceskeficit existed in Greece.

4) On 10 May 2010, the Council adopted Decisioh®820/EU addressed to Greece under
Article 126(9) and Article 136 TFEU with a view teinforcing and deepening Greece's
fiscal surveillance and giving it notice to takeaseres for the deficit reduction judged
necessary to remedy the situation of excessiveitlafithe latest by 2014. The Council

also set annual targets for the government deficit.

! OJ L 145, 11.6.2010, p. 6.
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(5)

(6)

(7)

Council Decision 2010/320/EU was substantialtyended several times. Since further
amendments were to be made, it was recast, imtleest of clarity, on 12 July 2011, by
Council Decision 2011/734/EUThis decision was amended for the first time

on 8 November 20F1

On 13 March 201% following a recommendation from the Commissionpfcil

Decision 2011/734/EU was again amended in a nuof@spects, including the fiscal
adjustment path, while the deadline for remedyimgédxcessive deficit was kept
unchanged. That Decision confirmed the recommeoidaiiat Greece would have to take
measures to correct the situation of excessiveitlefy 2014 at the latest, by ensuring an
improvement in the structural balance of at le@spdrcentage points of GDP over

the 2009-2014 period.

In accordance with Article 5(2) of Council Réafion (EC) No 1467/97 of 7 July 1997 on
speeding up and clarifying the implementation &f écessive deficit proceddréf

effective action has been taken in compliance witictle 126(9) TFEU and unexpected
adverse economic events with major unfavourablsegumences for government finances
occur after the adoption of that notice, the Columely decide, on a recommendation from

the Commission, to adopt a revised notice undaclari26(9) TFEU.

A W N P

OJ L 296, 15.11.2011, p. 38.

Council Decision 2011/791/EU (OJ L 320, 3.12.2(01.128).
Council Decision 2012/211/EU (OJ L 113, 25.4.201.%).
OJ L 209, 2.8.1997, p. 6.
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(8) Economic activity is currently projected toinech weaker than what was expected when
the latest amendment to Decision 2011/734/EU waptad in March 2012. Both real and
nominal GDP are expected to be at much lower lane2912 and 2013. The recent
revision of the Greek national accounts in Octd@i?2 revealed a steeper contraction of
real GDP, as compared to the underlying figurd3enision 2011/734/EU. According to
the Commission services' 2012 Autumn Forecast,G&&? is projected to contract in 2012
by 6,0 % and by a further 4,2 % in 2013 (againstraraction of 4,7 % and a stagnation
at 0,0 % in Decision 2011/734/EU, for 2012 and 20&8pectively), before growing
by 0,6 % in 2014. This marked worsening of the ecoic scenario implies a

corresponding deterioration of the outlook for pafihances given unchanged policies.
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(9) In 2012, the general government deficit is expé to have reached 6,9 % of GDP, well
within the ceiling of a government deficit (basedtbe European System of
Accounts 1995, set up by Regulation (EC) No 2223/667,3 % of GDP for 2012
established by Decision 2011/734/EU. In nominahterthe 2012 general government
deficit is expected to have reached EUR 13,4 liJllompared with a EUR 14,8 billion
deficit ceiling prescribed in Decision 2011/734/Elthe primary deficit, however, is
expected to be slightly higher than the target@d4 of GDP, largely because of the
deeper-than-expected recession. Greece is estittmabede improved its structural deficit
by 13,4 percentage points of GDP from a 14,7 %cdefi 2009 to an estimated 1,3 %
deficit in 2012. Greece has thus ensured an impnewne in the structural balance in
the 2009-2012 period which is already larger thendt least 10 percentage points of GDP
over the 2009-2014 period recommended by the Cbubweill November 2012, the
budget for 2013 was adopted by the Greek Parliathabis expected to bring savings of
more than EUR 9,2 billion, over 5 % of GDP. The 2@Ldget forms part of
the 2013-2016 medium-term fiscal strategy ("MTFR&3t was adopted by the Greek
Parliament a few days earlier on 7 November 20h2. MITFS and the relevant legislation
to implement it set out a very sizeable and fraatdled fiscal consolidation amounting to
over 7 % of GDP by 2016, with a comprehensive gstractural measures underlying a
substantial fiscal consolidation. Taking into aatilnese developments, the policy
conditionality in the Memorandum of Understandimgtbe economic adjustment

programme of Greece needs to be updated.

Council Regulation (EC) No 2223/96 of 25 June 1686he European system of national
and regional accounts in the Community (OJ L 30018.1996, p. 1).

0J: please note that recital (9) was split duésttength, in order to avoid text fitting issues
in other language versions. Please publish theoferdcital (9) in one single paragraph.
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(10)

The commitment undertaken by Greece concernsmigtioe fiscal consolidation
measures, but also those measures needed to emgrantle and to minimise any negative
social impact. Overall, therefore, Greece has talfactive action in 2012 to reduce its
deficit in compliance with Decision 2011/734/EU.

The general government consolidated debt wpsated in the Commission Autumn 2012
forecast to decline by EUR 11,1 billion in 2012aegt EUR 26,95 billion set in

Decision 2011/734/EU. This is due to lower-thanestpd privatisation receipts, a
lower-than-expected consolidation of government debl worse-than-expected
cash-accruals and other interest adjustments. Owiadower nominal GDP following the
statistical data revision and in light of worse no@conomic prospects, the debt-to-GDP
ratio would rise to 176,7 %, before agreed inWiesi by Member States whose currency is
the euro and certain debt-reducing measures caesithy Greece are implemented in
December 2012, which would reduce the debt to #jiglbove 160 % of GDP by the end
of 2012. These measures should improve the subthipaf debt, and certain
debt-reducing measures considered by Greece shopidve the sustainability of the debt
trajectory, without altering the fiscal path foetprimary surplus. Taking also into account
a narrowing of the budget deficit and stronger m@hGDP growth resulting from
structural policy measures, the debt-to-GDP ratiexpected to peak in 2013. The
debt-to-GDP ratio would start declining from 20I#n@rds to reach below 160 % of

GDP in 2016.

15649/12 ROD/SC/kst 6

DG G1A EN



(11)

Despite the effective action undertaken, tlaek&d worsening of the economic scenario
implies a corresponding deterioration of the oukléar public finances given unchanged
policies and makes it difficult to complete thereation of the excessive deficit by 2014,
as requested by the Council in Decision 2011/734/&Men the adverse economic events,
an extension of the deadline for the adjustmenbgdes warranted. In particular, the
deadline that was set in the Council Decision néede extended by two years to 2016.
Under a revised Economic Adjustment Programme plathprimary balance targets
should be set at 0 %, 1,5 %, 3 % and 4,5 % of G&3Pectively for the 2013-2016 period.
The revised path means that the general governueiget deficit will fall below 3 % of
GDP in 2016. The debt-reducing measures to be immgaed in December 2012 could
reduce interest payments by up to 1 % of GDP, nggikipossible to bring the budget
deficit below 3 % of GDP already in 2015. These bars could be estimated to translate
into an improvement in the cyclically-adjusted panybalance to GDP ratio from 4,1 %
in 2012 to 6,2 % in 2013 and at least 6,4 % of GDP014, 2015 and 2016 and into a
cyclically-adjusted government deficit to GDP radito-1,3 % in 2012, 0,7 % in 2013,

0,4 % in 2014, 0,0 % in 2015 and -0,4 % in 201Becting the original profile of interest
payments. Notwithstanding the extension of the lileador remedying the excessive
deficit, however, the fiscal effort needed to aehiéhe target remains very large

in 2013-2014, and heavily frontloaded. This rewistd the deadline will therefore
maintain the credibility of the economic adjustmpragramme, while considering the
economic and social impact of the consolidation thiedheed to maintain confidence in the

capacity of the Greek Government to address tkalfehallenge.
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(12)

(13)

Each measure required by this Decision isunséntal in achieving the required budgetary
adjustment. Some measures have a direct impatiedoutdgetary situation of Greece,
while the others are structural measures thatresllilt in improved fiscal governance and

a sounder budgetary situation in the medium term.

The very severe deterioration of the finansialation of the Greek Government has led
the Member States whose currency is the euro toleéa provide stability support to
Greece, with a view to safeguarding the finandiabiiity of the euro area as a whole, in
conjunction with multilateral assistance providgdlhe International Monetary Fund.
Since March 2012, support provided by the MembateStwhose currency is the euro
takes the form of both a bilateral Greek loan fgcdnd a loan from the European
Financial Stability Facility. The lenders have died that their support shall be conditional
on Greece complying with Decision 2011/734/EU, mgaded by this Decision. In
particular, Greece is expected to carry out thesunes specified in this Decision in
accordance with the calendar set out herein,

HAS ADOPTED THIS DECISION:
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Article1
Decision 2011/734/EU is hereby amended as follows:
(2) Article 1 is replaced by the following:
"Article1

1. Greece shall put an end to the present excedsfi@t situation as rapidly as
possible and, at the latest, by the deadline 06201
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The adjustment path towards the correction @fetkcessive deficit shall aim to
achieve a general government primary deficit (dieéxcluding interest expenditure)
not exceeding EUR 2 925 million (1,5 % of GDP) B2, and general government
primary surpluses of at least EUR 0 million (0,m%6DP) in 2013, EUR 2 775
million (1,5 % of GDP) in 2014, EUR 5 700 millioB,0 % of GDP) in 2015 and
EUR 9 000 million (4,5 % of GDP) in 2016. Thesegts for the primary
deficit/surplus imply an overall ESA-governmentidefof 6,9 % of GDP in 2012,
5,4 % of GDP in 2013, 4,5 % of GDP in 2014, 3,4R@DP in 2015 and 2,0 % of
GDP in 2016. The debt-reducing measures to be mmgaded in December 2012
could reduce interest payments by up to 1 % of GIDiése numbers could be
estimated to translate into an improvement in ffedi@cally-adjusted primary balance
to GDP ratio from 4,1 % in 2012 to 6,2 % in 2018 am least 6,4 % of GDP in 2014,
2015 and 2016 and into a cyclically-adjusted gowent deficit to GDP ratio

at-1,3 % in 2012, 0,7 % in 2013, 0,4 % in 2010,%,in 2015 and -0,4 % in 2016,
reflecting the original profile of interest paymenlProceeds from the privatisation of
financial and non-financial assets, transactiotegirg to bank recapitalisations, as
well as all transfers related to the Eurogroup sleniof 21 February 2012 with
regard to income of euro zone national central bamicluding the Bank of Greece,
stemming from their investment portfolio holdingsGreek Government bonds shall
not reduce the required fiscal consolidation eféord shall not be counted in the
assessment of these targets. The same applieg pagments from loss-making
banks beyond those which would accrue from the GuArantee fee structure
existing on 30 September 2012.
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3.

The adjustment path referred to in paragragkng into account the impact of

debt-reducing measures to be implemented in Dece2li®, would be consistent

with a general government consolidated debt rat@DP of below 160 % in 2016.";

(2) in Article 2, the following paragraph is inssat

"10a. Greece shall have adopted the following nreasoy 4 December 2012:

(@)

(b)

(€)

the budget for 2013 and the MTFS through 2@%6yell as the measures as
described in Annex IA to this Decision and the eggye implementing
legislation. The MTFS shall elaborate on the pemnafiscal consolidation
measures which ensure that the deficit ceiling2@i2-2016, as established
by this Decision, are not exceeded and that thetdeGDP ratio is put on a

sustainable downward path;

the presentation of an updated Privatisati@am Rb the Greek Parliament and

the publication of a semi-annual update of the ABs¥elopment Plan;

the transfer to the portfolio of privatisatiassets of the HRADF of the full and
direct ownership (shares or concession rights)gofaia Motorway and the
regional ports of Elefsina, Lavrio, IgoumenitsagRdndroupolis, Volos,

Kavala, Corfu, Patras, Heraklion, and Rafina;
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(d)

(€)

(f)

(¢))

ensuring the line Ministries and other relevamiities provide the General
Secretariat for Public Property with full accesshe inventory of all real estate

assets owned by the State;

the amendment and/or the repeal of statutayigions of state-owned
enterprises (PPC, OLP and OLTH port authorities| PlE, EYATH and
EYDAP, ports, etc.) that diverge from private comypéaw regarding any

restrictions on voting rights of private sharehaodgle

legislation to define the role and qualificatof the Secretary-General of the
Tax Administration and for the Minister of Financedelegate

decision-making powers to the Secretary-Genertieilax Administration;

the deployment of experienced tax auditors tdwactivities serving the
immediate revenue imperatives, by strengtheningnaaking fully operational
key enforcement areas such as the large taxpaitdryutnansferring 100
auditors from other duties, and by establishinggle functional unit for
high-wealth individuals and high-income self-em@dypersons and staffing
this unit with 50 experienced tax auditors direebtgountable to the

Secretary-General of the Tax Administration;
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(h)

a Council of Ministers act (replacing the Colin€ Ministers act adopted

on 29 October 2012), aiming at strengthening budgetution and enhancing
sound fiscal management, and including, beyongbtbeisions in the original
Council of Ministers act, additional provisions) €stablishing that
Memoranda of Cooperation are signed by end-DecepoflEach year between
the Ministry of Finance and the other Ministriesbetween the Ministries and
managers of the supervised entities (thus coveénegntire general
government); (ii) strengthening the current balanoedget constraints for
local governments in order for them to be moreatiffe, including corrective
and sanctioning mechanisms; (iii) strengtheningctireent monitoring system
for state-owned enterprises (SOESs) and introduamgnforcement mechanism
in case of deviations from the specific targetsidied for each SOE; and

(iv) setting the framework for defining specifiegats for the coverage of
operational commitment registers for local governte@and SOEs to be
established by December of each year. That CoohMlinisters act shall also
include mechanisms for correcting transfers fromtreg government to
address deviations from targets within the year@ossibly in the following
years, while ensuring that arrears are not incngadi shall make explicit that
the proceeds from the privatisation of governmeasets are paid directly into a
segregated account to monitor cash flows, avoidrdign of official financing
and secure a timely debt servicing; and it shalasgomatic cuts in
expenditure to be applied as a rule when targetsngssed, while ensuring that

arrears do not increase;
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(i)

a set of measures to improve the current firdrsituation of the National
Organisation for Healthcare Provision (EOPYY) andwe that budgetary
execution is closer to a balanced budget in 20822813, including:

() streamlining the benefit package; (ii) incremscost-sharing for healthcare
delivered by private providers; (iii) negotiatingge-volume agreements and
revising case-mix agreements with private provid@v3 revising the fees for,
and number of, diagnostic and physiotherapy seswoatracted by EOPYY to
private providers with the aim of reducing relatedts by at least

EUR 80 million in 2013; (v) introducing a referenmace system for the
reimbursement of medical devices; and (vi) progvesgincreasing the
contributions paid by OGA members to the averagbade paid by other
members of EOPYY;
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@)

the following measures relating to the reimlaumnent of medicines:

(i) legislation to control pharmaceutical spendihgt activates contingency
measures (including e.g. an across-the-board quiges), if for any reason
the existing automatic claw-back mechanism is ofitcsent to achieve the
target; such measures shall produce an equivateoiigt of savings; (ii) a
ministerial decree, setting the new claw-back tho&sfor 2013

(EUR 2,44 billion for outpatients); (iii) updatirige price list and the positive
list of reimbursable medicines, particularly byadsishing the reimbursement
of only cost effective packages for chronic dissabg moving medicines from
the positive to the negative and over-the-coumsés bnd by introducing the
reference price system developed by the Nationga@sation for Medicines
(EOF). These lists must be updated at least twiaaain line with Council
Directive 89/105/EEC; and (iv) the substitutionpoéscribed medicines by the
lowest—priced product of the same active substanttee reference category

by pharmacies (compulsory "generic substitution™).”
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3) in Article 2, paragraph 11 is replaced by tbiofving:

"11. Greece shall adopt the following measuresheyeind of December 2012:

(@)

(b)

(©)

(d)

(e)

(f)

a tax reform of personal income tax and congorecome tax that aims at
simplifying the tax system, broadening the tax kasd eliminating

exemptions and preferential regimes;

the necessary primary and secondary legislati@msure the swift

implementation of the Privatisation Plan;
the establishment of a regulatory frameworkwater companies;

measures to improve the tax administratiompthicing performance

assessments, improving the use of risk assessawmigues, and establishing

and reinforcing specialist debt management units;

the preparation and publication of a plan iar ¢learance of arrears owed to

suppliers by public entities and of tax refunds;

the finalisation of the implementation of thefarm of the functioning of
secondary/supplementary public pension funds; bedinification of all

existing funds in the public sector;
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(g) legislation to extend the application of th&5Sebate on pharmaceutical
companies (which exists for hospital-priced medisito all products sold in
EOPYY pharmacies;

(h) anincrease of the share of generic medicm&%t% of the overall volume of

medicines sold by pharmacies;

(i) the assignment of internal controllers to akhpitals and the adoption by all

hospitals of commitment registers.";
4) the following paragraphs are added to Article 2
"12. Greece shall adopt the following measuresieyeind of March 2013:

(@) issue a Ministerial Decree for the adjustmédrmnal-user prices for

low-voltage customers;

(b) update the MTFS, including by setting bindinge&r expenditure ceilings for

government subsectors;
(c) adopt staffing plans for line Ministries;

(d) establish a significantly more autonomous @xiaistration and specify the
degree of autonomy, governance framework, accoilityakegal powers of

the head of the tax administration and the ingtaffing of the organisation;
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13.

14.

(e) issue and make public a new fully-fledged aotiruption plan for the civil

service, including special provisions for the taxl @ustoms administration;

(H  make fully operational a standard procedurerémision of legal values of real
estate to better align them with market prices utite responsibility of the

Directorate of Capital Taxation;

(g) transfer 40 new real estate assets (ident#getteal estate assets lots 2 and 3"
in the Privatisation Plan) to the HRADF.

Greece shall adopt the following measures betid of June 2013:
(@) achieve the target of making 2 000 tax auditalig operational;
(b) adopt a new Tax Procedures Code;

(c) ensure the e-procurement platform is readyer by all central

purchasing bodies.

Greece shall adopt, by the end of Septembe3,2B& necessary legislation with a
view to introducing a structural balanced budgét math an automatic

correction mechanism.";

(5) the text appearing in the Annex to this Decisoinserted as Annex IA.

15649/12

ROD/SC/kst 18
DG G1A EN



Article 2

This Decision shall take effect on the day of sification.

Article 3
This Decision is addressed to the Hellenic Republic

Done at Brussels,

For the Council
The President
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ANNEX

"ANNEX IA

Medium-term fiscal strategy 2013-16 measures

The additional measures included in the medium-fescal strategy (MTFS) through 2016 are

the following:

1. Rationalisations in the wage bill by at leastREU110 million in 2013 and by an
additional EUR 259 million in 2014.

2. Savings in pensions of at least EUR 4 800 nnillin2013 and of an additional
EUR 423 million in 2014 .

3. Cuts in the State's operational expendituret et EUR 239 million in 2013 and by an
additional EUR 285 million in 2014.

4, Savings from rationalisation and efficiency ilmygments in education-related expenses of
at least EUR 86 million in 2013 and of an additicBER 37 million in 2014.

5. Savings in State-owned enterprises of at led& E49 million in 2013 and of an
additional EUR 123 million in 2014.

6. Cuts in operational defence-related expendjuoducing savings by at least
EUR 303 million in 2013 and by an additional EURDXMillion in 2014.
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7. Savings in healthcare and pharmaceutical expegedf at least EUR 455 million in 2013
and of an additional EUR 620 million in 2014.

8. Savings from the rationalisation of social béeedf at least EUR 217 million in 2013 and
of an additional EUR 78 million in 2014 .

9. Cuts in State transfers to local governmentatbdgast EUR 50 million in 2013 and by an
additional EUR 160 million in 2014 .

10. Cuts in expenditure by the public investmerddai (domestically-financed public
investment) by EUR 150 million in 2013 and by aditidnal 150 million in 2014.

11. An increase in revenues of at least EUR 1 6##8min 2013 and of an additional
EUR 1 799 million in 2014.".
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