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AGENDA

16" APRC ANNUAL MEETING AND INTERNATIONAL CONFERENCE
Small and Medium-sized Insured Institutions — What We Can Do for Them

Hanoi, Vietnam, April 16-18, 2018

Time

Events

Sunday, April 15, 2018

19:00 - 21:00

Welcome reception and dinner
Venue: Garden of Bar De Javu, Sheraton Hanoi Hotel
Dress Code: Smart Casual

Monday April 16, 2018
Venue: Song Hong Grand Ballroom, Sheraton Hanoi Hotel

08:00 — 09:00

Registration

09:00 - 10:00

Opening Ceremony

Welcoming remarks

Mr. Nguyen Quang Huy, Chairman, Deposit Insurance of Vietnam and
Deputy Chairperson of APRC

Opening Remarks

Mr. William Su, Chairperson of Asia and Pacific Regional Committee and
Executive Vice President, Central Deposit Insurance Corporation (Chinese
Taipei)

Opening Address

Mr. Dao Minh Tu, Deputy Governor of the State Bank of Vietham
Keynote speech

Mr. Katsunori Mikuniya, President of IADI, Governor of the Deposit
Insurance Corporation of Japan

10:00 — 10:30

Group photo / Coffee Break

10:30 — 12:00

Session 1: The Roles of DIs to Small and Medium-sized Insured
Institutions

Speakers:

1. Mr. Fauzi Ichsan, CEO, Indonesia Deposit Insurance Corporation

2. Ms. Josefina J. Velilla, Vice President, Examination Group II, Philippine
Deposit Insurance Corporation

3. Mr. Kuanyshbek Abzhanov, Vice Chairman, Kazakhstan Deposit
Insurance Fund

Moderator: Mr. Nguyen Linh Nam, Deputy General Director, Deposit
Insurance of Vietnam

12:00 - 13:30

Lunch
Venue: Oven D’Or Restaurant, Sheraton Hanoi Hotel
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Session 2: Monitoring Small and Medium-sized Insured Institutions:
Examining, Supervising and Supporting

Speakers:

1. Mr. Jungsuk Suh, Team Head, Department of Savings Bank Risk
Management, Korea Deposit Insurance Corporation

2. Ms. Pham Bao Khanh, Deputy General Director, Deposit Insurance of

13:30 — 15:00 )
Vietnam
3. Mr. Gerry Sociedade, Director, Executive Office/International Affairs
Canada Deposit Insurance Corporation
Moderator:
Ms. Maisha Goss-Johns, Senior International Advisor, Federal Deposit
Insurance Corporation
15:00 — 15:15 | Coffee break
Session 3: Handling Small and Medium-sized Problem Insured
Institutions: Resolution, Reimbursement, Liquidation and Asset
Management
Speakers:
1. Ms. Ying Ying Lin, Director of Resolution Department, Central Deposit
15:15 — 17-00 Insurance Corporation (Chinese Taipei)
2. Mr. Takamasa Hisada, Deputy Governor, Deposit Insurance Corporation
of Japan
3. Mr. Nikolay Evstratenko, Director, International Cooperation, State
Corporation Deposit Insurance Agency (Russia)
Moderator: Mr. Gerry Sociedade, Director, Executive Office/International
Affairs, Canada Deposit Insurance Corporation
Gala dinner
18:30 — 21:00 | Venue: Song Hong Grand Ballroom, Sheraton Hanoi Hotel

Dress Code: Formal or National Costume

Tuesday, April

17,2018

9:00 - 10:30

Session 4: Promoting the Application of Core principles for Effective
Deposit Insurance Systems

Keynote speech

Mr. David Walker, Secretary General of IADI

Speakers:

1. Mr. Rafiz Abdullah, CEO, Malaysia Deposit Insurance Corporation

2. Mr. Ronald Rulindo, Chief Specialist, International Affairs Group,
Indonesia Deposit Insurance Corporation

3. Ms. Maisha Goss-Johns, Senior International Advisor, Federal Deposit
Insurance Corporation

Moderator:

Ms. Yvonne Fan, Chairperson, IADI Research and Guidance Technical
Committee, Central Deposit Insurance Corporation (Chinese Taipei).
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10:30 — 10:45 | Coffee break
Session 5: Experience on the implementation of SATAP in some
countries
Speakers
2. Mr. Sungwook Youn, Team Head, Office of International Cooperation
. . 3. Atty. Ma. Antonette B. Bolivar, General Cousel, Philippine Deposit
10:45-11:45 )
Insurance Corporation
1. Ms. Phan Thi Thanh Binh, Director of Research and International
Cooperation Department, Deposit Insurance of Vietnam
Moderator
Mr. David Walker, Secretary General, IADI
11:45 - 12:00 | Closing remarks . . .
Mr. Dao Quoc Tinh, General Director, Deposit Insurance of Vietnam
12:00 - 13:00 Lunch
13:00 - 16:30 16" Annual Meeting of APRC
' ' Venue: Song Hong Grand Ballroom, Sheraton Hanoi Hotel
Art performance at the Hanoi Opera House
17:00 - 21:30 Farewell dinner

Venue: Dinh Lang Restaurant
Dress Code: Smart Casual
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APRC 2018

Handling Small and Medium-sized
Problem Insured Institutions:
Resolution, Reimbursement,

== ~$7, DIV,

APRC 2018

Outline

l. Introduction of CDIC

Il. Regulation and Supervision of Small and
Medium-sized Financial Institutions in
Taiwan

lll. CDIC’s Experience in Handling Problem
Financial Institutions

IV. Conclusion
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Introduction of CDIC

» Establishmentin 1985 > 33 years ago
= The sole deposit insurer in Taiwan
= Government organization

Mandate and Powers

= Manage deposit insurance business

= Control deposit insurance risk

= Deal with problem insured financial institutions
(Resolution Authority)

S ~\&, pIv;,

APRC 2018

Membership

= Compulsory system : Mandatory application but
subject to CDIC’s on-site inspection and review

= Number of insured institutions : 400 (as of 02/28/2018)

Competent No. of
Authority Types of insured institutions “

Domestic banks 3,415
Fi |
Su:)nearr\:?slzry Local branches of foreign banks 28 38
Commission
(FSC) Post Co. 1 1,302
Credit cooperatives 23 269
Council of Credit dept. of farmers’ associations 283 821
Agricult
gricuture Credit dept. of fishermen’s 28 44
(COA) L
associations
Total 400 5,889
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Coverage limit and Scope

= The principal and interest of both NTD and foreign
currency deposits are covered
= Maximum coverage is NT$ 3 million (about USD 100,000)

1. Checking deposits 1. Negotiable certificates of deposit

2. Demand deposits 2. Deposits from government agencies

3. Time deposits 3. Deposits from the Central Bank

4. Deposits required by law to 4. Deposits from banks, post Co., Ltd,
be deposited in certain credit cooperatives, and farmers'
financial institutions and fishermen's associations with

5. Other deposits approved as credit departments
insurable by the Financial 5. Other deposits approved by the FSC
Supervisory Commission as non-insurable

The coverage ratios in terms of “insured depositors” and “insured

deposits” are about 98.24% and 51.74%, respectively. (as of Dec. 2017)
5

A\ /g bIV,

APRC 2018

Funding

= Ex-ante funding

i

Funding * Assessment income
* Investment income
Sources il

-

* Risk-based / Differential since 1999

I Premium
System

* Banking Deposit Insurance Fund (BDIF)
* Agriculture Deposit Insurance Fund (ADIF)

1F= 1 SET [0 |+ 2% of covered deposits

v BDIF : NT 75.56 Billon (USD 2.5B) (0.37%)
v ADIF : NT 4.68 Billon (USD 0.16B) (0.34%)  (As of Dec. 2017)
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Resolution Methods

C_)pen Bank Deposit

Transfer

o A\ /g pIV,

APRC 2018

Mechanism for Handling Systemic
Crises
= Resolution cost principle
Estimated resolution cost < Estimated cash payout cost

= Exception Provide open bank
financial assistance

Resolution

................ to failing institutions
Systemic gy cost Establish a bridge bank to
crisis Prmmplg assume all or part of the

:  not applied: business, assets &

liabilities of the problem
institution

éCollect Special Premiums, if DIF is insufficient
8
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Il. Regulation and Supervision
of Small and Medium-sized
Insured Institutions in

Taiwan

S A\ /g pIv;,

Deposit Market Share of Financial Institutions
As of Dec.2017  Unit: NT billion, %

311 Credit Post Co., R .
dept. farmers’ NT60,682 Eligible deposits
& fishermen's (14.35%)

Ass.,
NT17,397

(4.11%)

23 Credit
cooperatives,
NT6,600
0,
(1:56%) 28 Local
branches of
foreign
banks,
NT7,898
(1.87%)
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Comparison on Banks and
Community Financial Institutions

Domestic

Banks

46,870

As of Dec. 2017

Unit: NT billion

Community Financial Institutions
Credit dept. of

Credit Coops.

farmers' &

fishermen's Ass.

727

2,055

121 million 2.7 million 7.7 million
Shareholders/ Members/'LocaI .. | (Non-profit
N (Metropolitan credit LT
International . Institution
unions)

For the benefits
of shareholders

Service for the
benefits of members
& community

Developing rural
economy

Domestic Banks

APRC 2018

Credit Coops.

Central: FSC,CB

Credit dept. of
farmers' &
fishermen's Ass.

Central: COA

Regulation
Laws

FSC, CB County/City: Local  |County/City: Local
Governments Governments

. Credit Coop. Act & | Agricultural Finance
Rark e Banking Act Act & Banking Act

Business
Area

Domestic & Overseas

Domestic cities

Domestic rural areas

MIS*

All banks have their
own MIS

Own MIS : 11
Member of UFIC: 12

Member of UFIC** :
All

Scope of
Banking
Services

Traditional banking &
Credit cards, Trusts,
Forex, Electronic
payments, FinTech &
other financial

instruments...

Traditional banking :Deposit, Loan,
Investment, Guaranty, Paying Agent,
Custodial and agency service

*MIS : Management Information System
**UFIC : United Financial Information Center
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Resolution Criteria for Banks and
Credit Cooperatives

Banking Act

PCA mechanism [}

Standard for market exit :
Capital adequacy (BIS) ratio

If BIS ratio < 2%,
the bank or cooperatives to be put
under conservatorship within 90 days

Banking Act

Bank should also
be taken over

In case a bank:

s unable to pay its liabilities and
could harm depositors' interests; or
eHas losses exceeding 1/3 of capital
and bank cannot make improvement
within the stipulated timeframe

I@_
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APRC 2018

Resolution Criteria for Credit dept.
of farmers’ & fishermen's Ass.

Agricultural
Finance Act

PCA mechanism

If losses exceeding 1/3 of net worth or
NPL ratio > 15%, the authorities would
set up counseling teams to assist in
reorganization within 3 years

Agricultural
Finance Act

Association
should be taken
over

In case a association:

eHas losses exceeding 1/3 of Net worth
or NPL ratio > 15% and association
cannot make improvement within the
stipulated timeframe; or

e |s unable to pay its liabilities and
could harm depositors' interests
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lll. CDIC’s Experience in
Handling Problem
Financial Institutions

== /g bIV;)

APRC 2018

Fls under Conservatorship

Conservatorship

| | |

ers of the The conservator will:

* handle the operations and
management of the bank;

* has the right to disposal of
the bank’s assets.

k’s shareholders

and directors of bo
will be suspe

= FSCissues a conservatorship Order and appoints CDIC as a
conservator

= CDIC sends conservatorship task force to take over
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Designing P&A Transactions

= Qutsourcing

Banks Community Fls

Financial Consultant Firm: | Accounting firm: Assess assets and
« Financial Consultant : liabillities
Design strategies, if necessary :
manage open bid - Real Estate Appraiser: Appraise
process, Assess assets specific real estate assets
and liabillities « Lawyers: Pursuit of civil and criminal
« Real Estate Appraiser actions against responsible parties
. Lawyers and employees of distressed Fl
» Human Resource CDIC : Design disposition strategies and
Consultant manage open bid process

= Sell the target insured institutions through open bids or
negotiations / bargain

S= ~\&, bIV;)

APRC 2018

Objective: Maximize successful rates of open bids
through well-designed disposition strategies

Step 1 Step 2 Step 3 Step 4

v'Understand vIdentify and ) ¥ Categorize the \ . Classify,

the portfolio separate assets and combine &

of assets retained covered debts package

andus assets and to be sold into into

roated | Sodmtobe  SosdSenk difersn

regulations sold and Bad tranches
Bank*

* “Good Bank” includes good assets and liabilities, excluding NPLs and
retained items.
“Bad Bank” consists of NPLs and certain real estate assets.
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P&A Strategies to Max Recoveries
- Open Bids

= Banks: Auctioning off in seperate parts
v Bad bank: NPLs by several tranches
v Good bank: Non-NPL assets/covered liabilities
and operations by one tranche or depending on
market needs
= Community Fls: Whole bank P&A

== g DIV

APRC 2018

Number of Failed Institutions

As at Feb. 2018  (NT$/USS$ billion)

Amount of
i e Methods compensation
Banks 11 |Open bidding > partial P&A ’E‘stlgziﬁl)o
or PA with put back option 67.%18
Negotiate with a specificbank | NT¢ 44.6b
Credit J - whole P&A (US$$ e
cooperatives — )
2 | Open bidding > whole P&A 15.54%
Credit dept. Negotiate with a specific bank
of farmer’;’ & 36 |3 Whole P&A (I\ths$$419;56bb)
fishermen’s , |Negotiate with specific g
association Farmers’ association = merge £0%
NTS 287b
i i (Us$ 9.6b)

*56 problem institutions were resolved under the Financial Restructuring Fund Mechanism
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Types of Retained Assets

= Reasons for retained assets: no incentives for buyers
due to limitations of related laws and regulations

= Objectives: Maximizing recoveries

|______Banks____| CommunityFis

v Real estate assets: undeveloped v Real estate assets:
lands, hillside lands, commercial  farmers Leisure Center,
building, hotel, parking lot etc. farmer’s lands and

v Loans and credit assets hillside lands

v Equity shares: foreign bank,

Taipei 101, etc.
v Artworks and Chinese antiques

S ~\g, pIv;,
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Strategies for Handling Real
Estate Assets

= Actively rearrange open bids based on the needs of
potential buyers

= Arrange temporary rental if not sold

= Dispatch staff to pay regular on-site visits, if not
rented

= Cooperate with real estate service firms to expand
the disposition platform

152
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Farm Lands

= Case of farm lands
v 28 pieces of farm lands were retained

v Difficult to sell in the real estate market by
public auction due to the qualifications of buyers
(farmers only)

= Disposition process
» Sold 18 pieces by public auctions

« Amended related regulations to ease the
qualification criteria for farm land purchase -
remaining 10 pieces were all sold out

S /g bIV

APRC 2018

Results of Handling Retained Assets

= Book value: NT$23.76 billion (US$792 million)
= Recovery amount: NT$ 21.19 billion (US$706 million)

book value NT$20.69 billion (US$690 million) of disposed
assets (as of 28 Feb. 2018)

= Book value of retained assets under disposition: NT$ 3.07
billion (US$ 102 million)
&=  87.1% of retained assets were sold
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IV. Conclusion

G ~\&, DIV,

APRC 2018

CDIC’s Experience and Lessons

Banking supervisor should strictly implement the PCA
mechanism and allow deposit insurers to prepare the
resolution in advance

Procedures for handling market exit of problem insured
institutions should be legal and transparent to reduce
external suspicion

Adopt market-driven approaches for failed bank resolution
and asset disposition

Survey market needs to identify potential buyers

v Designing incentives for appeal to potential buyers
Apply flexible marketing strategies and transactions
v Certain exceptions are unavoidable
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Thank you
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