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EFTA SURVEILLANCE AUTHORITY DECISION 
of 20 June 2012 

on the acquisition of Sparisjodur Svarfdaela by Landsbankinn 

(Iceland) 

The EFTA Surveillance Authority (“the Authority”)  

HAVING REGARD to the Agreement on the European Economic Area (“the EEA 
Agreement”), in particular to Article 61(3)(b) and Protocol 26 thereof, 

HAVING REGARD to the Agreement between the EFTA States on the Establishment of a 
Surveillance Authority and a Court of Justice (“the Surveillance and Court Agreement”), 
in particular to Article 24, 

HAVING REGARD to Protocol 3 to the Surveillance and Court Agreement (“Protocol 
3”), in particular to Article 1(3) of Part I and Article 4(3) of Part II,  

Whereas: 

I. Facts 
1 Procedure 

(1) On 21 February 2012 the Authority received a notification from the Icelandic 
authorities concerning the envisaged acquisition of Sparisjodur Svarfdaela (“SpSv”) 
by Landsbankinn hf. (“Landsbankinn”) (Event No 625771).  
 

(2) By letter dated 2 April 2012 (Event No 628963) the Authority acknowledged receipt 
of the notification and requested further information from the Icelandic authorities. 

 
(3) By letter dated 27 April 2012 (Event No 632552) the Icelandic authorities gave further 

clarifications regarding the proposed sale of SpSv. 
 

(4) The Authority had previously opened the formal investigation procedure regarding 
state aid granted for the establishment of Landsbankinn in Decision No 493/10/COL 
on 15 December 2010. This investigation is still pending. A revised restructuring plan 
for Landsbankinn was submitted on 23 May 2012 (Event No 635681). 

 
(5) The Authority had by its Decision No 253/10/COL, of 21 June 2011, temporarily 

approved a rescue aid scheme involving settlement of claims owned by the Central 
Bank of Iceland (“CBI”) on savings banks, including SpSv. By decision 127/11/COL, 
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of 13 April 2011 the Authority approved amendments to the rescue aid scheme (“the 
Savings Banks Decisions”). 

 
 
2 Description of the proposed measures 
2.1 Background 

2.1.1 Previous interventions by the State in SpSv 
(6) As described in detail in Decision No 493/10/COL, the Icelandic financial system 

entered into a state of systemic crisis in October 2008, following years of economic 
prosperity which saw the country’s banking system multiply in size. This crash of the 
financial system called for various interventions by the State and a range of state aid 
measures that were put in place to restore the financial system and are still being 
assessed by the Authority1. Whilst a complete collapse of Icelandic banking system 
was avoided, it is still undergoing a process of restructuring and consolidation. 

 
(7) As for SpSv, the events leading up to April 2011 that describe its financial difficulties 

and the intervention by the Icelandic State were set out in the Savings Banks 
Decisions. It suffices for the purposes of the present decision to recall that the 
Icelandic government granted state aid to SpSv by settling claims owned by CBI 
against SpSv which were converted to guarantee capital transferred to the Icelandic 
State Financial Investments (“the ISFI”) as well as by issuing a subordinated loan in 
April 2011.  

 
2.1.2 The events from April 2011 onwards 

(8) In the course of auditing SpSv’s accounts for the first half of 2011 the precarious 
situation of the savings bank became evident. The interim report for SpSV of 30 June 
2011 revealed that that SpSv’s capital adequacy (“CAD”)  ratio was 11,3% and did not 
meet the Icelandic Financial Authority’s (“FME”) requirements of a 16% CAD ratio.2 
SpSv was granted a temporary exemption from these CAD ratio requirements on 16 
May  2011. The deadline to bring SpSv’s equity base up to the legal requirement was 
extended several times, but according to the Act on Financial Undertakings, such 
exemptions cannot be given for more than 12 consecutive months.  

 
(9) In view of the difficulties SpSv was facing in not being able to meet the CAD ratio 

requirements it became evident that the long term viability of the savings bank as a 
standalone operation was not sustainable. A sales procedure was therefore initiated and 
announced on 12 August 2011, and was concluded on 29 December 2011 with the 
signing of a conditional offer for all assets and operations of SpSv. 

 
2.1.3 The sale of SpSv 

(10) The conditions of the sales procedure were laid down in a process letter by SpSv’s 
advisor HF Verdbref ehf. which managed the sale on behalf of ISFI. The sales 
procedure commenced on 12 August 2011. Five parties signed a confidentiality 

                                                
1  See in particular the Authority’s Decisions No. 492-494/10/COL of 15.12.2010 opening the formal 

investigation procedures into state aid granted for the establishment and capitalisation of Islandsbanki, 
Arion Bank and Landsbanki.  

2  The FME imposed minimum requirements of a 12% Core Tier 1 capital ratio and a 16% CAD ratio in 
total in August 2009 as the result of FME’s sign-off project, based on stress-testing the banks´ business 
plans. This requirement was to last for 3 years. See further http://www.althingi.is/altext/139/s/-
pdf/1213.pdf. 

http://www.althingi.is/altext/139/s/-pdf/1213.pdf
http://www.althingi.is/altext/139/s/-pdf/1213.pdf
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agreement to gain access to the Data Room in the first phase of the sales procedure. In 
September 2011 Landsbankinn and two other parties submitted indicative offers and 
continued to the second phase. In the second phase only Landsbankinn submitted a 
binding offer for the 90% of the Guarantee Certificates (GCC3) which were owned by 
the Icelandic State.  
 

(11) The offer included a range of conditions relating to authorisation of the deal by a 95% 
of GCC holders at a formal meeting of the GCC holders and authorisation by the 
relevant authorities, the Icelandic Competition Authority (“ICA”), the FME and the 
EFTA Surveillance Authority. The offer also included the condition that Landsbankinn 
would be indemnified from any decisions adopted by the Authority relating to state aid 
granted to SpSv as well as the possible investigation carried out by ICA relating to 
SpSv participation in the Association of Icelandic Savings Banks.  

 
(12) Negotiations between Landsbankinn and ISFI took place from 28 October until late 

December 2011, when Landsbankinn informed the ISFI that an offer would only be 
made for the assets and operations of SpSv instead of buying the GCC, first and 
foremost due to legal risks.  

 
(13) An agreement between the board of SpSv and Landsbankinn was signed on 29 

December 2011, whereby Landsbankinn agreed to purchase all assets and operations 
of the savings bank. This agreement included a number of conditions similar to that of 
the initial offer. The condition of indemnification from any possible results of 
investigations by the Authority and the ICA were not included. 

 
(14) Meeting of GCC holders was held on 24 January 2012 were 99,1% of GCC holders 

voted in favour of the agreement.  
 

2.2 Description of the measures under assessment 
2.2.1 The use of state aid granted to Landsbankinn for the acquisition of SpSv 

(15) A detailed description of the measures for the establishment of Landsbankinn (at that 
time named NBI) is comprised in Decision No. 493/10/COL of 15 December 2010. 
Due to the fact that it cannot be excluded that the acquisition of SpSv is (partly) 
funded by measures that constitute state aid, the use of this aid is assessed in the 
present decision.4 This is further explained below5.  
 

2.3 Recipients 
2.3.1 Sparisjodur Svarfdaela 

(16) SpSv was established in 1993 with the merger of three savings banks in the region of 
Eyjafjordur in the north of Iceland. The savings bank’s oldest predecessor had prior to 
1993 operated for over 120 years in the region. Today SpSv operates two branches, in 
the small municipalities of Dalvik and Hrisey. SpSv operations are mainly in the 
market for retail banking with 75% of the bank’s loan portfolio made up of retail 
lending, the remaining 25% being corporate loans. In geographical terms, the main 

                                                
3  Guarantee Certificates are issued to the owners of Guarantee Capital.  
4  Without prejudice to the assessment of the compatibility of the aid granted to Landsbankinn currently 

under assessment following the opening of a formal investigation procedure with Decision No. 
494/10/COL. 

5  See also and reference is made to the Authority’s Decision No. 325/11/COL of 19.10.2011 regarding the 
acquisition of Byr hf. by Íslandsbanki OJ C 16, 19.1.2012, p.10. 
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focus of SpSv’s business is in the region of Eyjafjordur, which has a total population 
of roughly 20.000. 
 

(17) According to SpSv’s Interim Financial Report for 30 June 2011 total assets amount to 
ISK 3.503 million and total liabilities were ISK 3,266 million. The main liabilities 
were deposits from customers in the amount of ISK 3,216 million while borrowing 
and subordinated loans amounted to ISK 49 million. The savings bank’s equity was 
ISK 238 million on 30 June 2011 and the CAD ratio 11.3%.  

 
2.3.2 Landsbankinn 

(18) Landsbankinn was founded by the Minstry of Finance on 7 October 2008 following 
the collapse of (Old) Landsbanki Íslands hf. and had an initial capital of ISK 775 
million paid in cash. The bank commenced the operations on the basis of a decision by 
the FME on 9 October 2008. At inception Landsbankinn was a much smaller bank 
than its predecessor both in terms of size of balance sheet and number of employees. 
Landsbankinn is currently owned by two entities, Landskil ehf., which is owned by the 
estate of Landsbanki Íslands hf.  and 18.7% of the voting rights, and ISFI, which 
yields 81,3% of the voting rights. Landsbankinn’s primary lines of business are 
corporate and retail banking, investment banking, asset management and leasing 
services.  
 

(19) According to the Consolidated Financial Statement of Landsbankinn and its 
subsidiaries for the year 2011, approved by the Annual General Meeting of the bank 
on 28 March 2012, the consolidated profit for the year 2011 amounted to ISK 16,957 
million. Total assets amounted to ISK 1,135,482 million while total liabilities 
amounted to ISK  935,238 million. The share capital of Landsbankinn is ISK 24,000 
million. Customer deposits amounted to ISK 443,590 million. The CAD ratio for 
Landsbankinn was 21,4% as of 31 December 2011, well above the 16% prescribed by 
the FME.6  

 
(20) The Icelandic authorities draw attention to the fact that following a judgment by the 

Supreme Court of Iceland, case No. 600/2011, were the court ruled that a lender was 
prohibited to adjust interest rates on currency-linked loans that had been found illegal 
in 2010. Due to this judgment numerous loans to individuals and undertakings will 
have to be recalculated and these recalculations will most likely have a negative effect 
on Landsbankinn’s capital ratio. The Icelandic authorities state that Landsbankinn’s 
capital ratio will nevertheless remain well above the prescribed minimum.  

 
3 Comments by the Icelandic authorities 
3.1 The acquisition of Sparisjodur Svarfdaela by Landsbankinn 
 

(21) According to the Icelandic authorities the aim of the sale of SpSv to Landsabankinn is 
to safeguard financial stability in Iceland. As regards the financial position of SpSv, 
the Icelandic authorities submit that its long term viability as a standalone entity is not 
sustainable. The savings bank’s shortage of capital means that SpSv cannot meet the 
minimum capital requirements set forth in national legislation and the FME guidelines 
without further state intervention. 
 

                                                
6  For further information see the Annual Report of Landsbankinn for 2011. Available in Icelandic at: 

http://www.landsbankinn.is/uploads/documents/arsskyrsluroguppgjor/Annual_Report_2011.pdf  

http://www.landsbankinn.is/uploads/documents/arsskyrsluroguppgjor/Annual_Report_2011.pdf
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(22) With the view to maximize the return on the previous state’s investment in the savings 
bank and in order to avoid the insolvency and the corollary unavailability of deposits, 
which, according to the Icelandic authorities, could result in a domino effect on other 
financial institutions, a sale of the savings bank in an open sales process was 
considered the best available option. The Icelandic authorities state that unavailability 
of deposits and ATM services to retail customers and guarantees, letters of credit and 
revolving credit facilities to business customers of one financial institution in Iceland 
could, given the current European wide financial and sovereign debt crisis, undermine 
the lack of confidence in the Icelandic financial sector and even result in a run on 
deposits. In this regard the Icelandic authorities refer to the European Commission’s 
(“the Commission”) decision regarding rescue aid to Amagerbanken7. In that case the 
Commission accepted that even though the bank in question was small, and that the 
collapse of that bank in itself would not threaten financial stability in Denmark, the 
effect of bankruptcy of one bank in a small economy could undermine the financial 
system, since counterparts may not be able to distinguish between individual banks 
and thus the lack of confidence generated by the failure of one bank could be extended 
to the whole sector. The Icelandic authorities are of the opinion that this would also 
apply to the case at hand.  

 
(23) The Icelandic Authorities have explained that other alternatives, such as a winding up 

process, with the Icelandic State remaining the owner, had been evaluated. The result 
of this evaluation was that the effect on financial stability of the former possibility 
could be detrimental, and that it would in all likelihood lead to a deterioration of the 
value of assets, which in turn would lead to a loss on the investment of the Icelandic 
State. The Icelandic authorities also point out that if the sales procedure had failed, this 
could have called for the enactment of special measures by the FME under the 
Emergency Act No. 125/2008, by transferring liabilities, deposits in particular, to 
another financial institution. The Icelandic authorities submit that this would have 
been the only realistic alternative, and would have entailed financial intervention by 
the Treasury which is avoided by the sale of SpSv to Landsbankinn.  

 
3.2 Comments on the presence of state aid and compatibility 

(24) The Icelandic authorities are of the opinion that Landsbankinn has the financial 
strength to acquire SpSv without making direct use of state aid granted in the context 
of establishing Landsbankinn. Since the state aid was granted and compared to the 
assumptions and outlook in the fall of 2008, the balance sheet of Landsbankinn has 
strengthened substantially and due to an increased cash flow as well as profits and 
dividends from subsidiaries Landsbankinn’s liquidity position has improved. In this 
regard the Icelandic authorities note that Landsbankinn has accumulated profits from 
its inception in October 2008, adding to the banks equity which stood at ISK 207,707 
million on 30 June 2011. The total purchasing price for SpSv’s assets and operations 
therefore only amounts to 0,11% of Landsbankinn’s equity, a mere fraction of the aid 
Landsbankinn received.  
 

(25) The Icelandic authorities are of the opinion that Article 61(3)(b) of the EEA 
Agreement continues to apply with regard to measures in the financial markets in  
Iceland, given the state of the Icelandic financial market. The Icelandic authorities 
consider the measures necessary and well-targeted as they aim at securing financial 
stability. Alternative measures, such as a forced merger under the Emergency Act, 
would in all likelihood have entailed involvement of state resources and/or loss for the 

                                                
7  Commission decision No. SA. 32631 of  6.6.2011on  rescue aid to Amagerbanken. 
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State. The Icelandic authorities argue  in a similar manner as regarding the acquisition 
of Byr by Islandsbanki8 that a takeover on market terms should be considered 
preferable to non-market solutions, and that the sales procedures at hand met the 
requirements set forth in the Restructuring Guidelines9, in that they were open and 
transparent and aimed at securing equal opportunities for all participants.  

 
(26) Regarding compatibility, the Icelandic authorities refer to Articles 39 – 41 of the 

Restructuring Guidelines. According to Articles 39 and 40 state Aid should not be 
used to the detriment of competitors or for the acquisition of competing businesses. 
Article 41 provides for an exemption from this incompatible use of restructuring aid. 
The Icelandic authorities are of the opinion that this exemption is applicable in the 
case at hand, since the measures form part of a necessary and proportionate 
consolidation process, resulting in a more efficient financial system. The Icelandic 
authorities maintain that the route chosen is necessary and proportionate to safeguard 
financial stability in Iceland. Possible detrimental effect on competition will be 
addressed in a updated restructuring plan for Landsbankinn, which shall be submitted 
no later than three months after the execution of the acquisition and will include 
measures to limit distortions of competition.  

 
(27) For the above reasons, the Icelandic authorities are of the opinion that the Authority 

can approve the use if any of state aid granted to Landsbankinn in its acquisition of 
SpSv’s assets and operations, without prejudice to the formal investigation procedure 
regarding aid previously granted to Landsbankinn.  

 
 

II. ASSESSMENT 

1 The Presence of state aid 
(28) Article 61(1) of the EEA Agreement reads as follows: “Save as otherwise provided in 

this Agreement, any aid granted by EC Member States, EFTA States or through State 
resources in any form whatsoever which distorts or threatens to distort competition by 
favouring certain undertakings or the production of certain goods shall, in so far as it 
affects trade between Contracting Parties, be incompatible with the functioning of this 
Agreement.” 
 

(29) The Authority already established in the Savings Banks decisions that SpSv received 
state aid in the form of conversion of claims owned by the CBI against the savings 
bank as well as in the form of a subordinated loan of the amount of ISK 20 million.  
 

(30) As for the use of the measures originally granted for the establishment of 
Landsbankinn, the Authority refers to its Decision No. 493/10/COL of 15 December 
2010 where it reached the preliminary conclusion that the measures for the 
capitalisation of Landsbankinn as well as the liquidity facility put at its disposal 
constitute state aid within the meaning of Art 61(1) of the EEA Agreement. The 
Authority has not concluded its investigation in that case, and cannot in this present 

                                                
8  See the Authority’s decision 325/11/COL, of 19.10.11, on the acquisition of Byr hf by Íslandsbanki and 

the prolongation of the temporary approval of the subordinated loan facility granted to Byr hf.  
9  Return to viability and the assessment of restructuring measures in the financial sector in the currents 

crisis under the State air rules, adopted by the Authority on 25.11. 2009 under chapter VII: Temporary 
Rules regarding the Financial Crisis, as extended by the Financial Crisis Guidelines 2012. Available at 
the Authority’s website at: http://www.eftasurv.int/media/state-aid-guidelines/Part-VIII---Return-to-
viability-and-the-assessment-of-restructuring-measures-in-the-financial-sector.pdf 

http://www.eftasurv.int/media/state-aid-guidelines/Part-VIII---Return-to-viability-and-the-assessment-of-restructuring-measures-in-the-financial-sector.pdf
http://www.eftasurv.int/media/state-aid-guidelines/Part-VIII---Return-to-viability-and-the-assessment-of-restructuring-measures-in-the-financial-sector.pdf


 
 
Page 7   
 
 
 

 

decision take a final view on whether compatible aid was granted to Landsbankinn. 
Furthermore, given the role played by the Icelandic state in its capitalisation and in the 
light of the fact that Landsbankinn today has a sufficiently high CAD ratio to enable it 
to absorb a undercapitalised entity, the Authority shares the view of the Icelandic 
government that it cannot be excluded that this aid is used by Landsbankinn for the 
acquisition of SpSv. Rather to the contrary the Authority is of the view that without 
this aid Landsbankinn would not be in a position to acquire a competitor today. Thus 
the Authority considers prima facie that the acquisition would not have been possible 
without the aid to Landsbankinn, and it was (partly) financed by this aid. 
 

2 Procedural requirements 
(31) Pursuant to Article 1(3) of Part I of Protocol 3, “the EFTA Surveillance Authority 

shall be informed, in sufficient time to enable it to submit its comments, of any plans 
to grant or alter aid (…). The State concerned shall not put its proposed measures into 
effect until the procedure has resulted in a final decision”. 
 

(32) By submitting a notification of the acquisition of SpSv by Landsbankinn with a letter 
dated 20 February 2012 (Event No 625771), the Icelandic authorities have complied 
with the notification requirement. 

 
(33) However, as set out Decision No. 493/10/COL of 15 December 2010, the Icelandic 

authorities had not notified the various measures granted to Landsbankinn to the 
Authority before their implementation. The Authority therefore reiterates that the 
Icelandic authorities had not respected their obligations pursuant to Article 1(3) of Part 
I of Protocol 3 in that respect and that the granting of the aid was therefore unlawful. 

 
3 Compatibility of the aid 
 
3.1 Legal basis for the compatibility assessment – Art 61(3)(b) 

(34) While state aid to undertakings in difficulties is normally assessed under Article 
61(3)(c) of the EEA Agreement, the Authority may, under Article 61(3)(b) of the 
Agreement allow state aid “to remedy a serious disturbance in the economy of an EC 
Member State or an EFTA State”. However, as stated in paragraph 8 of the chapter on 
the application of state aid rules to measures taken in relation to financial institutions 
in the context of the current global financial crisis of the Authority’s State Aid 
Guidelines (“the Banking Guidelines”)10, as a amended and prolonged as of 1 January 
201211,  the Authority reaffirms that, in line with the case law12 and the European 
Commission’s decision making practice13, Article 61(3)(b) of the EEA Agreement 
necessitates a restrictive interpretation of what can be considered a serious disturbance 
of an EFTA State’s economy. 

 

                                                
10  See the chapter on the application of state aid rules to measures taken in relation to financial institutions 

in the context of the current global financial crisis of the Authority’s State Aid Guidelines, available at: 
http://www.eftasurv.int/?1=1&showLinkID=16604&1=1. 

11  See the chapter on the application, from 1.1.2012, of state aid rules to support measures in favour of 
banks in the context of the financial crisis, available at: http://www.eftasurv.int/media/state-aid-
guidelines/Part-VIII---Financial-Crisis-Guidelines-2012.pdf.  

12 See for example Joined cases T-132/96 and T-143/96 Freistaat Sachsen, Volkswagen AG and 
Volkswagen Sachsen GmbH v Commission, [1999] ECR II-3663, at paragraph 167; and C-730/79 Philip 
Morris [1980] ECR 2671, at paragraph 17. 

13  See Commission decision of  7.1.1987 in Case N XXX concerning Law 1386/1983 by which the Greek 
government grants aid to the Greek industry, OJ 1988 L 76/18. 

http://www.eftasurv.int/?1=1&showLinkID=16604&1=1
http://www.eftasurv.int/media/state-aid-guidelines/Part-VIII---Financial-Crisis-Guidelines-2012.pdf
http://www.eftasurv.int/media/state-aid-guidelines/Part-VIII---Financial-Crisis-Guidelines-2012.pdf
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(35) The Authority concurs with the Icelandic authorities that the insolvency of SpSv could 
have led to spill-over effects that could have been a threat to financial stability. Even if 
SpSv is a very small bank, with a small role for the Icelandic economy, its 
counterparts might not have distinguished between financial institutions and as a 
result, the failure of one bank could have generated a lack of confidence that could 
have extended to the whole sector. It cannot be excluded that this might have led to an 
unavailability of deposits, which in turn could have destabilised the entire financial 
sector in the country. The Authority therefore shares the view of the Icelandic 
authorities that the proposed sale aims at remedying a situation that could result in a 
serious disturbance for the economy of Iceland, and agrees with the Icelandic 
authorities that for the assessment of the measures described above Article 61(3)(b) of 
the EEA Agreement applies.  

 
(36) Pursuant to paragraph 15 of the Banking Guidelines, the general principles underlying 

state aid rules of the EEA Agreement require that the aid granted does not exceed what 
is strictly necessary to achieve its legitimate purpose and that distortions of 
competition are avoided or minimised to the extent possible. Taking due account of 
current circumstances, all general support measures have to be: 

 
(1) necessary and well-targeted in order to be able to achieve effectively the 

objective of remedying a serious disturbance in the economy, 
(2) proportionate to the challenge faced, not going beyond what is required to 

attain the legitimate aim, and 
(3) designed in such a way as to minimise negative spill over effects on 

competitors, other sectors and other EEA States. 
 

(37) In the following paragraphs the Authority will therefore assess the compatibility of the 
notified measures in particular by taking into account the above criteria. 
 

3.2 Use of state aid granted to Landsbankinn for the acquisition of SpSv 
(38) As indicated above, the Authority considers for the purposes of this decision that 

Landsbankinn is a recipient of unlawful restructuring aid. It recalls that a formal 
investigation procedure is ongoing in order to determine whether the aid that 
Landsbankinn has received is compatible with the EEA Agreement. The Restructuring 
Guidelines which are applicable to Landsbankinn will in particular guide the Authority 
in its assessment concerning the aid that Landsbankinn has received. These guidelines 
provide in paragraphs 39 to 41 that 
 

“(39) state aid must not be used to the detriment of competitors which do 
not enjoy similar public support.   
(40) Subject to point 41, banks should not use state aid for the acquisition 
of competing businesses.  
(41) In exceptional circumstances and upon notification, acquisitions may 
be authorised by the Authority where they are part of a consolidation 
process necessary to restore financial stability or to ensure effective 
competition. The acquisition process should respect the principles of equal 
opportunity for all potential acquirers and the outcome should ensure 
conditions of effective competition in the relevant markets.” 
 

(39) Pursuant to paragraphs 39-40 of the Restructuring Guidelines, Landsbankinn – as any 
other bank that has received restructuring aid – should in principle be barred from 
using that aid for the acquisition of a competitor. It is evident that SpSv, even given its 
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size,  is a competitor of Landsbankinn, and that under normal circumstances the use of 
the aid that Landsbankinn has received for this acquisition would be incompatible with 
the EEA Agreement.  
 

(40) However, paragraph 41 of the Restructuring Guidelines provides for an exception to 
this rule. Given the pending formal investigation regarding the state aid granted to 
Landsbankinn, the Authority stresses that it will limit its assessment in the present 
decision to whether the acquisition of SpSv complies with the conditions set forth in 
said paragraph 41 of the Restructuring Guidelines. The Authority emphasises that this 
present decision is thus without prejudice to the conclusions that the Authority will 
reach in its final decision regarding the compatibility of the state aid granted to 
Landsbankinn.14  

 
(41) As for the compliance of the acquisition with paragraph 41 of the Restructuring 

Guidelines, the Authority is of the view that the situation in the Icelandic financial 
market – where inter alia almost all banks have received state aid, a blanket guarantee 
on deposits and capital controls are in place and a large percentage of existing loans 
are in need of restructuring – is still such that it is justified to invoke ‘exceptional 
circumstances’.  
 

(42) It also shares the opinion of the Icelandic authorities that the envisaged acquisition can 
be considered to form part of a consolidation process, as indeed there seems to be a 
need to shrink the Icelandic banking sector and make it more efficient. However, the 
Authority cannot at this stage take a final view on whether these envisaged 
consolidation efforts will suffice to restore the long-term viability of the acquired 
entity, Landsbankinn and the banking sector. The Authority will assess this question in 
particular on the basis of the restructuring plan that Landsbankinn has submitted, and 
will in its assessment balance the consolidation effects of this transaction with the 
detrimental impact on competition described below. In this context the Authority 
refers again to the requirement of said paragraph 41 that consolidation should ensure 
effective competition in the markets concerned. Nevertheless, the Authority is of the 
preliminary view that the notified acquisition fulfils the condition of paragraph 41 of 
the Restructuring Guidelines of having to form part of a consolidation process. 
 

(43) As for the sales procedure, the Authority has, based on the information that has been 
submitted to it by the Icelandic authorities, no reason to doubt that the principle of 
equal opportunity for all potential acquirers was respected. The interest of five 
companies to participate in the initial stages of the process can be considered as an 
indication that the sales process was sufficiently open and transparent, and it did not 
receive information that would indicate that those five parties were treated in a 
discriminatory manner.  

 
(44) It is however less evident whether this acquisition was necessary in order to restore 

financial stability and that the outcome ensures conditions of effective competition in 
the relevant market. In the Authority’s view, these two conditions have to be read in 
conjunction, taking into account the general requirement of necessity and 
proportionality. Taking into consideration the discretion that the EEA States enjoy in 
choosing the means to achieve a certain legitimate objective by granting state aid, the 
assessment is essentially a matter of whether the acquisition of SpSv by Landsbankinn 
is firstly capable of and necessary to prevent a risk to financial stability, and secondly 

                                                
14  See also the Authority’s Decision No. 493/10/COL of 15.12.2010. 
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if the Icelandic authorities had other means at their disposal that would have been 
more proportionate, in particular in the sense of being less harmful to competition.  

 
(45) The Authority, as indicated above in its considerations regarding the applicable legal 

basis for the compatibility assessment, concurs with the Icelandic authorities that an 
insolvency of SpSv, even despite the banks size, could have been a threat to financial 
stability and that the potentially resulting unavailability of deposits could have 
destabilised the entire financial sector in the country. Thus the Authority is of the view 
that any measure capable of ensuring the lasting availability of deposits in a bank that 
could not otherwise meet the CAD ratio requirements is prima facie a suitable means 
to safeguard financial stability. Given in particular the large capital buffer that is 
presently at Landsbankinn’s disposal, the Authority sees no grounds for questioning 
the capacity of the envisaged acquisition to attain the objective of preventing a threat 
to financial stability.  
 

(46) As regards other means, less likely to distort competition, such as the winding up of 
SpSv, the Authority accepts the Icelandic authorities position that this would in all 
likelihood have been more burdensome to the Icelandic State and could have 
threatened financial stability in Iceland. The most realistic alternative – a takeover by 
FME and the subsequent transfer of deposits and assets to another financial institution 
would have had similarly negative effects on competition. Moreover, a forced takeover 
by the FME more than three years after the meltdown of autumn 2008 might in fact 
have created uncertainty about the state of financial stability in Iceland, and might 
therefore have been a less suitable means to attain the primary objective of restoring 
financial stability and preventing threats to it.   

 
(47) For the above reasons the Authority shares the view of the Icelandic government that 

in the present circumstances the option chosen – the acquisition of SpSv by 
Landsbankinn – was a necessary and proportionate means to safeguard financial 
stability. Therefore the Authority does not object to the use of the aid granted to 
Landsbankinn for the acquisition of SpSv but reiterates that this conclusion is without 
prejudice to its final view on the nature and compatibility of the measures subject to 
the pending formal investigation procedure regarding Landsbankinn15.  

 
(48) As for the commitment of the Icelandic authorities to submit a new restructuring plan 

for Landsbankinn, the Authority does not consider this to be necessary, given the fact 
that SpSv’s assets as of 30 June 2011 only amount to approximately 0.311% of the 
assets of Landsbankinn on that same date, and that Landsbankinn has submitted a 
revised restructuring plan on 23 May 2012, which appears to cater for this acquisition 
and is currently being assessed by the Authority. The Authority will conclude on the 
compatibility of the aid that Landsbankinn and SpSv have received in the final 
decision regarding  Landsbankinn on the basis of this restructuring plan.  
 

 
 
4 Conclusion 

(49) On the basis of the foregoing assessment the Authority authorises the use, if any, of 
state aid granted to Landsbankinn for the acquisition of all assets and operations of 
SpSv. This is without prejudice to the formal investigation procedure on whether the 
aid granted to Landsbankinn is compatible with the EEA Agreement. The outcome of 

                                                
15  See the Authority’s Decision No. 493/10/COL of 15.12.2010 
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this assessment depends on the Authority’s decision relating to the submitted 
restructuring plan of Landsbankinn, while taken into account possible effects of the 
measures authorised by this decision. 
 
 

HAS ADOPTED THIS DECISION: 
 

Article 1 
1. The notified acquisition of all assets and operations of SpSv by Landsbankinn is 
approved and the use, if any, of state aid granted to Landsbankinn for the acquisition is 
authorised.  
2. This authorisation is without prejudice to the final view of the Authority on the nature 
and compatibility of the measures it assesses in its pending formal investigation procedure 
regarding the state aid granted to Landsbankinn.    

 
Article 2 

The implementation of the measures is authorised accordingly. 

Article 3 

This Decision is addressed to the Republic of Iceland.  

Article 4 

Only the English language version of this Decision is authentic. 

 

Decision made in Brussels, on 20 June 2012. 

For the EFTA Surveillance Authority 

 
 
 
Oda Helen Sletnes      Sabine Monauni-Tomordy 
President       College Member 
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