Greece: Update on the Structural Reforms’ Implementation Progress

e The Greek government reached an agreement with the institutions (European Commission,
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European Central Bank, European Stability Mechanism and the International Monetary
Fund) on December 11, on the implementation of the 13 actions-milestones (see Table 1),

a prerequisite for the disbursement of the last tranche of €1.0 bn from the first disbursement
of the Third Economic Adjustment Programme (August 2015) (TEAP) by December 18™.

e Inturn, the Greek government submitted to Parliament a multi-bill which includes a portion
of the 13 milestones-actions. The finalization of the still pending actions is expected by
December 16™. Provided that the multi-bill is voted by the Greek Parliament and that the
remaining open actions are addressed too, the Euro Working Group is expected to convene
on the same day to assess progress.

e According to the most recent information, only 7 from the 13 actions have been addressed
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multi-bill includes the new regulatory framework, effective from January 1** 2016, which will
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allow for both the management and the repurchase of large corporate NPLs and housing
loans, as long as the latter do not pertain to first residence. These types of NPLs reportedly
amount to €56.0 bn (€40.0 bn corporate loans and €16.0 bn housing loans). For the
remaining NPLs, i.e. corporate loans to SMEs and freelancers, first residence housing loans,
consumer loans and loans with Greek State Guarantees, a separate treatment, but on the
same general lines, is expected by February 15" 2016. Note that the NPLs issue was initially
part of the first set of (49) milestones (see Table 2), but its implementation was postponed
so as to give more time for compromise.

e The multi-bill also includes provisions for the public sector's unified wage grid, the
introduction of the clawback on hospitals and the downward revision of the prices of
diagnostics from private providers to align the spending to clawback ceiling.
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The issue of the electricity transmission company (ADMIE) is not included in the multi-bill,
but a preliminary agreement has been achieved already. Still there is no information on the
establishment of an independent secretariat for public revenues, the issuance of the

necessary legislation for household insolvency, the spatial planning and the forestry law, the
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plan for the new privatizations fund. The government plans to complete the full list on time.
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According to the most recent information, the conclusion of the 1*' Review is expected no earlier
than the end-of-January 2016. Caution is needed for the timely conclusion, not only because this

will permit a) the initiation of the debt relief negotiations and b) the reintroduction of the ECB

waiver for the GGBs, but mainly because further delays might endanger:

e The achievement of the real growth target which currently stands at -0.7% of GDP according
to the 2016 Budget (while the respective European Commission target is at -1.3% of GDP).

e The structural reforms implementation process under the TEAP that is already behind
schedule. Under the initial TEAP timeline, almost half of the reforms (ca. 110 out of 220
reforms) included for 2015-18 had to be completed by the end-of-January 2016.
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