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2016 1ADI

15* Annual General Meeting and Annual Conference

CONFERENCE AGENDA

WEDNESDAY 26 OCTOBER 2016

15th IADI ANN

CONFERENCE DAY 1
TIME EVENTS

08:00-09:00 | Registration

09:00 - 10:00 | Seminar Opening: Welcome and Opening Remarks

+ Welcome Remarks
- Mr. Bumgook Gwak (Chairman and President, KDIC, Korea)

« Opening Remarks

- Mr. Thomas Hoenig (President and Chairman of the Executive Council, IADI)
+ Opening Address

- Mr. Eun-bo Jeong (Vice Chairman, FSC, Korea)
10:00 - 10:30 | Group Photo & Coffee Break

10:30-11:00 | Keynote Speech: The Possibility of Another Financial Crisis and Ways to Avoid It
* Mr. Jeung-hyun Yoon (former Minister, Ministry of Strategy and Finance, Korea)
11:00 - 12:30 | Session 1: Crisis Prevention: Measures to Encourage Financial Institutions
to Manage themselves in a Safe and Sound Manner
< Moderator: Ms. Cristina Orbeta (President, PDIC, Philippine)

« Speakers
Mr. Umaru Ibrahim (Managing Director and CEO, NDIC, Nigeria)
- Mr. NS Vishwanathan (Chairman, DICGC, India)
- Mr. Raihan Zamil (Senior Financial Sector Specialist, BIS)

12:30-14:00 | Lunch

14:00 - 15:30 | Session 2: Contingency Planning: Building Crisis Response Mechanisms

« Moderator: Ms. Marina Moretti (Head, Financial Crisis Preparedness and
Management Division, IMF)

« Speakers
- Ms. Michele Bourque (President and CEO, CDIC, Canada)
- Mr. Katsunori Mikuniya (Governor, DICJ, Japan)
Mr. Raul Castro (Executive Secretary, IPAB, Mexico)

15:30- 16:00 | Coffee Break

16:00 - 17:30 | Session 3: What is an Appropriate Funding Framework to Address a Crisis?
« Moderator: Mr. Jean Pierre Sabourin (CEO, PIDM, Malaysia)
« Speakers
Dr. Paul C.D. Lei (Chairman, CDIC, Chinese Taipei)
- Mr. Yury Isaev (General Director, DIA, Russia)
- Mr. Alex Kuczynski (Executive Director, FSCS, UK)

18:30-21:00 | Gala Dinner

o == v
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2016 |ADI

15" Annual General Meeting and Annual Conderence

THURSDAY 27 OCTOBER 2016
15th IADI ANNUAL CONFERENCE DAY 2
TIME EVENTS

09:00 - 09:30 | Keynote Speech: The Role of the Deposit Insurer in Dealing with a Crisis
« M. Iftekhar Hasan (Fordham University, USA)
09:30 - 11:00 | Session 4: Case Studies of Deposit Insurers Dealing with a Crisis and
Preparing for New Ones
+ Moderator: Mr. Jerzy Pruski (Deputy Chairman, Association of Polish Economists, Poland)

« Speakers
Mr. Giuseppe Boccuzzi (General Director, FITD, Italy)
Ms. Sun Eae Chun (Chung-ang University, Korea)
Ms. Diane Ellis (Director, FDIC, USA)

11:00-11:30 | Coffee Break

11:30-12:00 | Keynote Speech: Reflections on Crisis Management and Deposit Insurance

« Mr. William White (Chair of Economic and Development Review Committee, OECD)
12:00 - 12:30 | Closing Remarks: KDIC's 20-year History and Its New Vision

* Mr. Bumgook Gwak (Chairman and President, KDIC, Korea)

13:00 - 14:00 | Lunch
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o> S What is an Appropriate
« "Funding Framework to

. “Address a Crisis?

Dr. Paul C.D. Lei
Chairman

Central Deposit Insurance Corporation
(Taiwan)

“To be prepared for is one of
the most effectual means of

preserving peace.”

~ George Washington
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“To be prepared for is one of
the most effectual means of

preserving stability.”

IADI Core Principles
for Effective Deposit Insurance Systems
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IADI Core Principle 9 - Funding

Deposit insurer should have readily available
funds and all funding mechanisms necessary to
ensure prompt reimbursement of depositors’
claims, including liguidity funding
arrangements.

Reimbursement cost should be borne by banks.

FINANCIAL
STABILITY
BEOARD

Guiding Principles on the Temporary
Funding Needed to Support the Orderly
Resolution of a Global Systemically
Important Bank (G-SIB)
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FSB - Guiding Principles on Temporary Funding

Private sources of funding

Public sector backstop funding mechanism
Strict conditions to minimize moral hazard risks
Provisions to recover any losses incurred

Establishing the soundness & feasibility of resolution plan

Cross-border cooperation

m PREFMRIBLE

Central Deposit Insurance Corporation

Introduction of CDIC Taiwan

67



CDIC Taiwan Profile

| A government agency established in 1985 R

| Shareholders

* Financial Supervisory Commission (F5C)
= Central Bank

1 : :
| | Resolution authority i
= implement risk-based premium system
* Conduct off-site monitoring & on-site inspections

+ Recover from failed banks assets
= Pursue civil liabilities for illegal acts or omissions by failed banks’ staff

CDIC’s Funding Mechanism & Experiences (1)

Ex-ante funding mechanism
Risk-based premium system

Funding sources

* In normal times: premium and investment income
* In a systemic crisis: special premium
* CDIC's experience during global financial crisis in 2008
+ Special premium on inter-bank call loans
* Punitive premium for insured institutions violating laws

Additional funding (resolution fund for financial industry)

* Gross Business Receipt Tax (GBRT) of the financial industry from 2014 to 2024



CDIC’s Funding Mechanism & Experiences (i)

Emergency Two Separate DIF Accounts since 2007
Liquidity ) !
Funding

Borrowing from
financial institutions

Account for Account for

= J Genenal Agricultural
El.mking Financial
'8 T L, Sector
Applying for special -
|| financial
accommodation from
the Central Bank DIF target ratio: 2% of covered deposits

h,

Evolvements of Deposit Insurance Premium System

400 W Premium income (left axis) ~=DIF {right axis) Urie: U35 ;‘D"'}'Em
0 1500
e 1000
250 o0
200 o
150 -
100 1000
50 -1500
" :
Voluntary DIS Compulsory IS Mandatory Application
+ Flat Premiums +DPS +DPS

*DF5: Differenial Premium System; DIF after 2007 contains fund of the account for general banking sector only.
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Funding Experience in handling
domestic financial crises in 2000s

Establishment of FRF in 2001

{ Objective

= A precautionary measure for handling a potential domestic financial crisks in
the wake of the 1997 Asian Financial Crisis

| Size of Fund: USS 7.6 billion (NTS 236.8 billion)

= 2% GBRTs of financial industry from 2002 to 2010 {around U556.8 B.)
* Deposit insurance premiums from 2002 to 2011 (around USS0.8 B.)

I» { Funding Sources —-

|-- b Decision-making body: FRF Committee ' |

T
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Diversified Funding Channels

Borrowing from financial institutions
Borrowing from the Central Bank
Issuance of financial debentures

Issuance of commercial papers

Achievements and Outcome (1)

Resolved Fis FRF DIF

Banks

Credit Coops : Us51.64 billion*®

Agriculture Fls

Total

* Additional US51.64 billion of the DIF was also used to resolve the above Fls,
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Achievements and Outcome (1)

Effective Resolution Plans play key role in
resolution

Cross-border cooperation

* Supervisors and DIs of Taiwan and Vietnam cooperated
to successfully resolve a problem bank in Taiwan that had
2 overseas branches in Vietnam

CDIC's Funding Mechanism v.s. Int'l Standards

| Compliance with I1ADI Core Principle 9

* Ex-ante funding
* Backup funding for emergency liguidity needs

'In line with FSB’s principles on temporary funding

= User-Pay Principle: resolution funds from the DI premiums and the
GBRT from the industry

+ Special premiums and punitive premiums to mitigate moral hazards

* Recoveries from the failed bank assets and pursue civil liabilities
against problem institutions’ staff who violate laws

* Resolution plans by using a variety of PRA transactions
» Successful resolution of 56 problem institutions
* Cross-border cooperation



2016 1aDI
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Conclusion

Conclusion

A well-planned funding mechanism with an ex-ante funding

system and a target fund ratio in place
L

Compliance with international standards set by |ADI, FSB or other
international organizations
i

A prudential supervisory system (e.g. early warning system, early
intervention with PCA, RRPs, etc.)
!

An adequate DIF in good times and a backup liquidity funding
mechanism in bad times
L.
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“Laying Plans,

and then Waging Wars.”

~ The Art of War, by Sun Tzu

2016 IADI

Aot Dl Al el e e

Thank you
for your attention!
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