


























Valuation of difference in treatment - Banco Popular Espaiiol

1. Introduction

On 6 June 2017, the ECB SSM concluded that the Bank was failing or likely to fail (FOLTF)?
indicating that the Bank would, in the near future, be unable to pay its liabilities as they
fell due, and communicated its conclusion to the SRBS,

On the same day, the SRB in its Executive Session met to consider whether resolution
action had to be taken.

On 7 June 2017, the SRB took resolution action in respect of Banco Popular, having
assessed that the conditions for resolution were met’, namely:

e The entity was failing or likely to fail;

o There was no alternative private sector measure or supervisory action that could
have prevented the failure of the institution within a reasonable timeframe; and

e Taking into account the nature of the Bank’s activities, size and importance to the
Spanish economy overall, resolution action was necessary in the public interest.

In the context of the SRB’s resolution scheme, the SRB decided that, of the four alternative
resolution tools available under the BRRD, the sale of business tool was the most suitable
tool available to meet the resolution objectives.

The events leading to this are set out in the SRB’s Resolution Decision, including how, as
part of its contingency planning an auction process was run by the Spanish Fund for Orderly
Bank Restructuring (FROB), as the National Resolution Authority, building on the Bank’s
own sale process that had run for some time prior to resolution®.

On 7 June 2017, one single binding offer was received, following an auction process.

Informed by the outcome of this process, the SRB made the decision to exercise its powers
of write down and conversion of shares and other capital instruments (as detailed below)
and to sell the Bank to Santander for €1,

As a result, the FROB implemented the resolution scheme adopted by the SRB, namely:

e To reduce Banco Popular’s capital (€2,098,429,046) to zero through the write down
of all its ordinary shares (4,196,858,092) to establish a non-distributable voluntary
reserve.

e To simultaneously increase its capital through the conversion into shares of
Additional Tier 1 capital instruments (€1,346,542,000).

e To subsequently reduce share capital to zero through the write down of the shares
subscribed by way of the conversion of Additional Tier 1 capital instruments and to
establish a non-distributable voluntary reserve.

e To simultaneously increase its capital through the conversion into shares of Tier 2
capital instruments (€684,024,000).

» To subsequently transfer these new shares to Santander for consideration of €1°:1°,

* Article 18(4)(c) SRMR,

¢ Article 18(1) subparagraph 2 SRMR.

7 Article 18(1) SRMR.

8 SRB Resolution Decision.

» Decision adopted by FROB’s Governing Committee on 7 June 2017,

» SRB Notice summarising the effects of the resolution action taken in respect of Banco
Popular Espafiol.
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