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ATTACHMENT III 

 
 

GREECE: TECHNICAL MEMORANDUM OF UNDERSTANDING (TMU) 

MAY  3, 2010 

 
1.      This Technical Memorandum of Understanding (TMU) sets out the understandings 
regarding the definitions of the indicators subject to quantitative targets (performance criteria 
and indicative targets), specified in the Letter of Intent (LOI). It also describes the methods 
to be used in assessing the program performance and the information requirements to ensure 
adequate monitoring of the targets. We will consult with the Fund, European Commission 
and ECB before modifying measures contained in this letter, or adopting new measures that 
would deviate from the goals of the program, and provide the European Commission, ECB 
and the Fund with the necessary information for program monitoring.  

2.      For program purposes, all foreign currency-related assets, liabilities, and flows will 
be evaluated at “program exchange rates” as defined below, with the exception of the items 
affecting government fiscal balances, which will be measured at current exchange rates. The 
program exchange rates are those that prevailed on April 30, 2010. In particular, the 
exchange rates for the purposes of the program are set €1 = 1.3315 U.S. dollar, €1 = 125.81 
Japanese yen, €1.135 = 1 SDR. 

General Government 
 
3.      Definition: For the purposes of the program, the general government includes: 

 The entities covered under the State Budget as defined in Chapter 2 of the Law 
2362/1995 regarding “Public Accounting, Auditing of Government Expenditures and 
Other Regulations.” 

 Local authorities comprising municipalities, prefectures, and regional governments 
including their basic and special budgets, including all agencies and institutions 
attached thereto, which are classified as part of local authorities according to ESA 95. 

 Social security funds comprising all funds that are established as social security 
funds in the registry of the National Statistical Service. 

 This definition of general government also includes any new funds, or other special 
budgetary and extra budgetary programs that may be created during the program 
period to carry out operations of a fiscal nature as defined in the IMF’s Manual on 
Government Finance Statistics 2001. The authorities will inform IMF, European 
Commission and ECB staff of the creation of any such new funds or programs 
immediately.  
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4.      Supporting material: The Ministry of Finance (MoF) will provide to the European 
Commission, ECB and IMF detailed information on monthly revenues and expenditures, 
domestic and foreign debt redemptions, new domestic and foreign debt issuance, change in 
the domestic and foreign cash balances of the central government at the central bank of 
Greece, all other sources of financing including capital transactions, and arrears of the 
general government. Data will be provided within 30 days. The Bank of Greece will provide 
detailed monthly data on assets and liabilities of local authorities and social security funds in 
line with monetary survey data. 

I. QUANTITATIVE PERFORMANCE CRITERIA, INDICATIVE CEILINGS, AND CONTINUOUS 
PERFORMANCE CRITERIA: DEFINITIONS AND REPORTING STANDARDS 

A. Floor of the Modified General Government Primary Cash Balance 
(Performance Criterion) 

5.      Definition: The modified general government primary cash balance (MGGPCB) is 
defined as the modified general government cash balance (MGGCB) minus interest 
payments by the state budget. The MGGCB is defined as the sum of the cash balances of the 
ordinary state budget, the cash balance of the investment state budget, the change in net 
financial assets of local authorities and the change in net financial assets of social security 
funds. Privatization receipts will be excluded from cash receipts. Net lending operations by 
the state budget will be recorded as cash expenditures.  

 The cash balance of the ordinary state budget.  The cash balance of the ordinary 
state budget will be measured from above the line, based on ordinary budget 
revenues (recurrent revenue plus non-recurrent revenue minus tax refunds) minus 
ordinary budget expenditures (ordinary budget expenditures will exclude 
amortization payments and capital transfers to social security funds by bonds but 
include salaries and pensions; grants to social security funds, medical care and social 
protection; operational and other expenditure; returned resources; payments in 
exchange of claims of insurance fund for the personnel working in the Public 
Electricity Company; interest payments; payments for military equipment 
procurement; and NATO expenses) of the ordinary state budget as published monthly 
on the official website of the General Accounting Office of the Ministry of Finance, 
and in line with the corresponding line items established in the ordinary state budget.  

 The cash balance of the investment state budget. The cash balance of the 
investment state budget will be measured from above the line, based on investment 
budget revenues minus investment budget expenditures of the investment state 
budget as published monthly on the official website of the General Accounting 
Office of the Ministry of Finance, and in line with the corresponding line items 
established in the investment state budget. 

 Net financial assets of local authorities are defined as financial assets minus 
financial liabilities of local authorities. Financial assets include deposits of local 
authorities in the Bank of Greece and deposits of local authorities in the commercial 
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domestic banking sector. Deposits will be measured at face value excluding accrued 
interest in line with recording for monetary survey data. Financial liabilities include 
short and long term loans from the domestic banking system to local authorities, 
measured at face value, consistent with recording for monetary survey data.  

 Net financial assets of social security funds are defined as financial assets minus 
financial liabilities of social security funds.  

o Financial assets include  

 Deposits of social security funds in the Bank of Greece and direct 
deposits of social security funds in the domestic commercial banking 
system and indirect deposits held by the IKA mutual fund. Deposits 
are measured at face value excluding accrued interest, consistent with 
reporting requirements for monetary survey data. 

 Holdings of direct shares or indirect shares (through the IKA mutual 
fund), held by social security funds quoted on the Athens Stock 
Exchange. Holdings of shares will be measured at the end-of-month 
market value.  

 Direct or indirect holdings of Mutual Fund units issued by Greek 
management companies (other than the IKA mutual fund). Holdings 
of holdings will be measured at the end-of-month market value. 

 Holdings of central government bonds, including short and long-term 
securities issued domestically, long-term securities issued abroad 
operated from Bank of Greece accounts, and indirect holdings through 
the IKA mutual fund. Holdings will be measured at nominal value. 

o Financial liabilities include the short and long term loans from the domestic 
banking system to the social security funds, measured consistently with 
monetary survey data. 

6.      Adjustments. For the purpose of the program, the primary expenditure of the central 
government that is monitored excludes payments related to bank support, when carried out 
under the program’s banking sector support and restructuring strategy. Costs that may be 
excluded from the balance include loans to financial institutions and investments in equity of 
financial institutions (requited recapitalization); unrequited recapitalization; and purchases of 
troubled assets. However, any financial operation by central government to support banks, 
including the issuance of guarantees or provision of liquidity, will be immediately reported 
to IMF, European Commission and ECB staff. Further, this performance criterion will be 
adjusted upward for any possible revenue overperformance in the central government against 
the current projection as indicated below: 

7.      Central government revenue (Cumulative from January 1, 2010) 
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8.      June 2010: €25,056 million  

9.      September 2010: €41,232 million 

10.      December 2010: €58,382 million. 

11.      Supporting material. 

 Data on cash balances of the ordinary and state budgets will be provided to the 
European Commission, ECB and IMF by the General Accounting Office in the 
Ministry of Finance within three weeks after the end of the month. Data will include 
detailed information on revenue and expenditure items, in line with monthly reports 
that are published since January 2010 on the official website of the Ministry of 
Finance. 

 Data on net financial assets of local authorities and social security funds will be 
provided to the IMF, European Commission and ECB by the Statistics Department of 
the Bank of Greece within four weeks after the end of the month. 

B. Ceiling of State Budget Primary Spending (Performance Criterion) 

12.      Definition: The state budget primary spending consists of state budget spending 
(spending of the ordinary state budget plus spending of the investment budget) minus 
interest expenditures paid by the state budget, in line with the definitions provided above. 
Primary expenditure of the central government that is monitored for the PC excludes any 
cash payments related to bank restructuring, when carried out under the program’s banking 
sector restructuring strategy. Costs that may be excluded from the balance include loans to 
financial institutions and investments in equity of financial institutions (requited 
recapitalization); unrequited recapitalization; and purchase of troubled assets. However, any 
financial operation by central or general government to support banks, including the issuance 
of guarantees or provision of liquidity, will be immediately reported to European 
Commission, ECB and IMF staff.  

13.      Supporting material. The General Accounting Office of the Ministry of Finance 
will provide data on monthly expenditure data of the ordinary state budget, as defined above. 

C.  Non-accumulation of Domestic Arrears by the General Government 
(Continuous Indicative Target) 

14.      Definition. For the purpose of the program, domestic arrears are defined as accounts 
payable to domestic suppliers past due date by 90 days. Data will be provided within four 
weeks after the end of the month. The stock of arrears as of end-April stood at 5.6 billion 
euro. 

15.      Supporting material. The General Accounting Office of the Ministry of Finance 
will provide data on monthly expenditure arrears of the ordinary state budget, as defined 
above. Data will be provided within four weeks after the end of the month. 
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D. Ceiling on the Overall Stock of Central Government Debt (Indicative Target) 

16.      Definition. The overall stock of central government debt will refer to debt that 
corresponds to the activities of the state budget and will be defined for the purposes of the 
program as the total outstanding gross debt liabilities of the central government. It will 
include, but not be limited to, liabilities in the form of securities and loans. The program 
exchange rate will apply to all non-euro denominated debt. For the purposes of the program, 
the ceiling on the stock of central government debt will exclude debt arising from payments 
for bank restructuring, when carried out under the program’s banking sector restructuring 
strategy. This includes loans to financial institutions and investments in equity of financial 
institutions (requited recapitalization); unrequited recapitalization; and purchase of troubled 
assets. However, any financial operation by the central government to support banks, 
including the issuance of guarantees or provision of liquidity, will be immediately reported 
to IMF, European Commission and ECB staff. 

17.      Adjusters. The ceiling on the overall stock of central government debt will be 
adjusted upward (downward) by the amount of any upward (downward) revision to the stock 
of end-December 2009 central government debt.  

18.      Supporting material. Data on the total stock of central government debt will be 
provided to the European Commission, ECB and IMF staff by the General Accounting 
Office consistent with the debt published in the public debt bulletin no later than 30 days 
after the end of each month. 

E. Ceiling on New Central Government Guarantees (Performance Criterion) 

19.      Definition. The ceiling on the new central government guarantees shall exclude 
guarantees to support banks and exclude guarantees related to EIB financed loans.  

20.      Supporting material. All new central government guarantees, excluding from public 
banks, will be reported in detail, identifying amounts and beneficiaries. The General 
Accounting Office will provide the data on a monthly basis within three weeks after the end 
of each month. 

F. Non-accumulation of External Debt Payments Arrears by the General 
Government (Continuous Performance Criteria) 

21.      Definition. For the purposes of the program, an external debt payment arrear will be 
defined as a payment by the central government, which has not been made within seven days 
after falling due. The performance criterion will apply on a continuous basis throughout the 
program period.  

22.      Supporting material. The stock of external arrears of the general government 
system will be provided by the General Accounting Office with a lag of not more than seven 
days after the test date.  
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G. Overall Monitoring and Reporting Requirements 

23.      Performance under the program will be monitored from data supplied to the EC, 
ECB and IMF by the Ministry of Finance, the General Accounting Office, and Bank of 
Greece. The authorities will transmit promptly to the IMF, EC and ECB staff any data 
revisions in a timely manner.  

H. MONITORING OF STRUCTURAL BENCHMARKS 

24.      Pension reform. The government has initiated a pension reform which should be 
adopted by the end of September 2010. In preparing this reform, the authorities will consult 
with EC/IMF/ECB experts and the National Actuarial Authority will produce a report to 
assess whether the parameters of the new system significantly strengthen long-term actuarial 
balance. The draft law for the new and actuarially-balanced system should be available by 
the end of June, 2010. 

25.      Expectations for the Pension Reform. The reform will: 

 Merge pension funds in three funds by 2018. 

 Introduce a new system to strengthen the link between contributions and benefits, 
with uniform rules that will apply pro-rata (as a sum of the accrued rights under the 
old system and the benefits accrued under the new system) to all current and future 
workers. Workers retiring in and after 2015 will collect benefits from this system. 

 Set the normal retirement to age 65 across all systems, including for those insured 
before 1993 and women in the public sector, by 2015. After 2020, the normal 
retirement age will increase in line with life expectancy. 

 Restrict early retirement to age 60 by 2011, including for those insured before 1993, 
workers in heavy and arduous professions, and those with 35 or more years of 
contributions. 

 Index benefits to changes in the consumer price index, starting in 2014 (benefits will 
be frozen 2010-2013). 

 Include a means-tested pension for all citizens older than the normal retirement age 
so that an important safety net is provided, consistent with fiscal sustainability. 

 Lengthens the years over which the pensionable earnings base is calculated from the 
top 5 out of the last 10 years of earnings to lifetime earnings.  

 Review conditions for disability pensions by the end of March of 2011 and introduce 
stricter conditions for eligibility by December of 2011, including periodic 
re-examination of those with disability pensions. 

 




