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DePOSit International Associat
Insurance

Agency

of Deposit Insurers

International Conference

Deposit Insurance and Bank Liquidation: Standards, Best Practices and Innovations

Saint Petersburg, Russia, Thursday 27 June 2019

Venue: Astoria Hotel (St. Isaac's Square 24, St. Petersburg, Russia)

Program Outline

Time | Events
Wednesday 26 June 2019
19:00-22:00 | Dinner for Conference participants (Montferrand Room, Four Seasons Hotel St.
Petersburg)
Thursday 27 June 2019
Opening:
9:00 - 9:30 Welcome Remarks: Mr. Yury Isaev, General Director, Deposit Insurance Agency
(DIA), Russia
Opening Address: Mr. Vasily Pozdyshev, Deputy Governor, Bank of Russia
Opening Remarks: Mr. Katsunori Mikuniya, President and Chair of the Executive
Council, IADI, and Governor, Deposit Insurance Corporation of Japan (DICJ)
Keynote speech 1: David Walker, IADI Secretary General
9:30-10:00 | JADI Core Principles, Guidance and Database on Reimbursement of Insured
Depositors
Session 1: Deposit Insurance: How to Ensure 7-day Payout
10:00-11:15 | Topics to be discussed:
a. EFDI Non-Binding Papers on Handling Single Customer View Files and
Payout in 7 Working Days
b. Use of modern IT solutions/interfaces, etc. for speeding-up payouts
c. Deposit insurers’ and depositors’ access to SCV files
Moderator: Fauzi Ichsan, CEO, Indonesia Deposit Insurance Corporation (TBC)
Speakers:
Mr. Jan Bottcher — Director, Association of German Banks (TBC)
Mr. Thorbjorn Karp, Director, Auditing Association of German Banks
Mr. Alexander Chumaev, Deputy Director, Deposit Insurance Department,
DIA Russia
11:15-11:45 | Coffee break, Photo session
Keynote speaker — TBD
11:45-12:15
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Draft: 06 May 2019

Session 2: Bank Liquidation by Deposit Insurers: Benefits and Challenges

12:15-13:45 | Topics to be discussed
a. The Choice between Judicial and Administrative Sanctioned Procedures
to Manage Liquidation of Banks
b. How to manage failures of non-systemic banks? A review of country
practices
c. Example of judicial bank liquidation - PDIC
d. Example of administrative receivership — CDIC
Moderator: Mr. Mohamud Ahmed Mohamud, CEO, Kenya Deposit Insurance
Corporation
Speakers:
Mr. Dalvinder Singh, Professor, School of Law, University of Warwick, United
Kingdom
Ms. Ruth Walters, Senior advisor, Financial Stability Institute, Switzerland
Mr. Roberto Tan, CEO, Philippines Deposit Insurance Corporation (TBC)
Ms. Ying-Ying Lin, Director of the Resolution Department, Central Deposit
Insurance Corporation, Chinese Taipei
13:45-15:00 | Lunch
Keynote speaker — Vasily Pozdyshev, Deputy Governor, Bank of Russia (TBC)
15:00-15.30 | Bad Assets Bank: Russian Example
Session 3: Recoveries from Assets of Failed Banks: How to Liquidate Such
15:30-16:45 | Assets?
Topics to be discussed
a. FDIC ‘s practices in asset recovery
b. DIC)’s RCC practices in asset recovery
c. KDIC’s practices and cases of asset recovery
Moderator: Ms. Marija Hrebac, CEO, State Agency for Deposit Insurance and
Bank Resolution (confirmed)
Speakers:
Mr. Richard Salmon, Assistant Director, Asset Marketing, Federal Deposit
Insurance Corporation, USA
Mr. Takamasa Hisada, Deputy Governor, Deposit Insurance Corporation of Japan
Dr. Seongbak Wi, Chairman and President, Korea Deposit Insurance Corporation
16:45-17:00 | Closing Remarks:
Mr. Yury Isaev, General Director, DIA Russia
19:00-22:00 | Farewell Dinner (“Volga-Volga” Restaurant)
V06052019
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-, Overview of CDIC’s Experience
in Handling Problem Financial
Institutions (Fls)

Banking Crises in Taiwan In early 2000

K Recession of real estate market in the 1990’s \

* Economy recession worsened by the 1997
Macro Asian Financial Crisis
Factors * 1995-1998 Frequent runs on community Fls
* Shocks of earthquake in 1999

* Growing NPLs
\' Rampant rumors of a systemic financial crisis /

WD EWMON | No explicit exit mechanism to withdraw
Factors problem Fls before 2001

m PREMRBAE @
oDt e s
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Establishment of the FRF in July 2001

Major Objectives
Prevention Facilitating the
: - < FRF ‘ withdrawals of
\W_ -/ Problems Fls )
g ] & TEEE
Stabilizing Creating a sound
i financial
social order

environment

Act for the Establishment and Administration of the Financial Restructuring Fund (FRF)

m FPREMRRAE Overviewlof CDIC’s Experience 5
ool D i G

The Era of the Financial Restructuring Fund
2001~2005

= Entrust CDIC to handle distressed financial
institutions

Executive
body

= Negative net worth

Applicable
problem
institutions

= Insolvent

= Significant deterioration in business of
Financial status, unable to continue
operation

m PRETRMRROT Overview of CDIC’s Experience 6
oDt ot
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The Era of the Financial Restructuring Fund
2001~2005 (cont.)

Methods in dealing with distressed Fls
e CDIC served as a conservator to handle distressed Fls
¢ FRF Provided blanket guarantee for liabilities

¢ Distressed FIs were resolved through public bids or
negotiations in accordance with least cost principle

¢ FRF made up the shortages that liabilities
exceed assets (Based on P&A transactions) | %€ Insured
. R . . liabilities
¢ No interruption in financial service Shortages
m PRERRMLE Overview of CDIC’s Experience 7

Achievements of FRF

56 problem institutions exited smoothly from the market

Over 5 million depositors’ rights & interests were protected

@ Over 67% employees of failed institutions were rehired

A systemic banking crisis was successfully resolved

i Total resolution cost was relatively low as 1.7% of GDP.

m PRTRRBOT Overviewof CDIC’s Experience 8
poepdell b
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Administrative Receivership
02 / - - -
b’ Mechanism in Taiwan

m PREMRIBLT
Cotel Dot s Corpest

Financial Reform to improve
financial system

* Amendment of the Banking Act and introduction
m of PCA & receivership mechanism

* To legislate the Financial Institutions Merger Act

m [ * To legislate the Financial Holding Company Act

* Amendment of the Deposit Insurance Act,
exclude least cost limits and the CDIC may set up
a bridge bank in the systemic crisis as well as
can charge special insurance premium

m PREFMRBAT
oDt e
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Financial Supervisory Coordination Council
(FSCC)

@
inancial Supervisory
’ Commission (FSC)

(competent authority)

y N

Ministry of

. Central Bank ) - winance (MOF)
) v ~1"Major banking system poli
2.Resolution of problem banks
3.Systemic banking crises

@’ 4.Emergent bank liquidity crises
5.Information sharing e
Council of 6.0ther issues A7 m

griculture (COA

m PREMRIBLT
Cotl Dot s Corpest

Early Intervention

Ongoing Risk Management

R :

Self- &
assistance W 3
q (6(0 ec\‘\
On-site ) \5‘2 <0
. . XV N
inspection N

m PRERRIBOE
oDt st
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PCA Mechanism

~ In accordance with Banking Act Intervention tools
L .
¥ pIs ratio < 2% or Within 90 days Should be put
Failed to restructure or merge under
within the stipulated timeframe conservatorship

Is unable to pay its liabilities and could
harm depositors' interests

A Should be put
Has losses under )
i conservatorshi
—>e)f(cee¢3I|nIg 1/3 Failed to make improvement or receivershi P
S EElE within the stipulated P

timeframe

m PREMRIBLT
Cotel Dot s Corpest

Conservatorship VS. Receivership

Conservatorship Receivership
* CDIC or other bank as a conservator |*CDIC as a receiver (Legal receiver)
* Operational Continuity * Business suspended

(Usually used in systemic crisis)
* The conservatorship period is 270 days [* No deadline limit
(may extended once for 180 days)
* The duties of the conservator: * The duties of the receiver :
To handle the operations and To wind up all pending business,
management of the Fl and disposal collect all outstanding debts and
of the FI’s properties, including P&A | to pay off all claims, and may
or merger also facilitate P&A or merger

m PRERRIBLT
oDt e Capti
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Financial Institutions under
Conservatorship | Receivership

FSC issues a conservatorship/receivership Order

: 2 . 2

powers of the  The conservator / receiver will:

Iders and board of « has the right to disposal of the FI’s

rs will be suspended. assets.

e Fl is not subject to the * has the authority to represent the Fl in
corporate reorganization litigation and non-litigation matters.
bankruptcy provisions * reviews and decides on all matters that
Company Law, or should be proposed to shareholders’

Bankruptcy. Mng or board of directors.

[#] +xmmmmas e
ERAT

,/ Bridge Bank
\(systemic crisis)

e

[ r4znsncs e

149



Mechanism for Handling Systemic Crises

= Resolution cost principle
Estimated resolution cost < Estimated cash payout cost
= Exception

CDIC Provide open bank financial
Assistance to failing institutions

Systemi Resolution cost
ystemic B9 Principle Establish a bridge bank to
crisls || not applied ~assume all or part of the

business, assets & liabilities of
the problem institution

Obtaining consent of the FSC in
consultation with the MOF and
the Central Bank, and with the
approval of the Executive Yuan

m PREMRIBLT
Cotel Dot s Corpest

Collect Special Premiums, if DIF
is insufficient

Provisions for favorable P&A transactions
(Banking Act)

For the M&A of Fls, the following provisions shall apply, exempt from
Company Act, Civil Code, Fair Trade Act and The Protective Act for Mass
Dismissal of Employees:

* A resolution of consent to merger is adopted by a majority vote of the
shareholders of acquiring Fl, whereas dissenting shareholders may not
request buy back of their shares.

* Notifications of the transfer of debt, dissolution or merger may be done by
a public announcement.

* The assumption of debt does not require the acknowledgment of creditors.

* If the Competent Authority determines that there is a need for exigent
measures, which will not have materially adverse effect on financial market
competition, approval of the Fair Trade Commission is not required.

m PREFMRBAT
oDt e
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Tax incentives for favorable Fis M&A
(Financial Institutions Merger Act)

1.The acquiring Fl apply for amendment registration of the real estate owned
by the Problem Fl, its movable properties that require registration, and all
encumbrances, directly process the registration against the certificate
issued by the FSC, without paying registration fees, in the following
manner:

* The stamp tax and deed tax incurred shall be exempted.

* Transferred securities are exempted from securities exchange tax.

* Where the land assumed by the Problem Fl in accordance with the Banking
Act is transferred to the Acquiring Fl, the land value increment tax shall be
exempted.

2.The loss before the merger of FIs may be deducted from the net profit of

the current year within ten years from the year on which the loss is incurred.

m PREFMEBET
ot et s Coprsr

FI under Conservatorship /| Receivership

- First day
FSC
Issuing the press release and » Conservatorship/Receivership task force
making a public announcement : took over the Fl, inform the person in
* Informing the board members of  charge of the Fl and coordinate the
problem FI to stop exercising announcement meeting to announce the
their powers official letter issued by the FSC
¢ Informing related institutions » Conservator/Receiver Issues the press
CDIC has been instructed as the release and inform depositors and
conservator/receiver creditors of their rights through public
* Informing shareholders that, announcement
apart from the allocation of * Receiver should make a public
remaining assets, they would no  announcement to request creditors to
longer have any rights declare their claims within thirty days

m PRERRIBLT
oDt e Capt
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Conservatorshin & Receivershin Flow Chart

T [ ————
FSC issues Order Reporting B/S, property and
Conservatorship Order | Receivership Order resolution plan to the FSC
within 3 months after
Conservator takes over, Receiver makes public declaration rerlod expires
conducts P&A and acquires t for and pub shlng B/S
approval of the FSC creditors to file claims _ _
Collecting aII outstanding
5 No, gystcmlc Y ‘1' No debts
es
Ves Sl risis LMaking paA? —
Transferring assets & [CDIC Sef up @ Bridge SIS || f0 crotitess i prionity order
liabilities to acquirer,| |Bank to assume before| | | Reporting | Rawm s and making public
CDIC makes up for || the conservatorship to FSC for ep. N nent
asset shortages expires approval Payout v
i i L, — Publishing the I/S with 15 days
Making P&A public eDIGcon Transferring assets & after completion of
announcement - b°" k”C‘S liabilities to acquirer, receivership
ridge bank P&A CDIC makes up for v
Whole P&A? N Proposing a Bsselshoitages Reporting t,° '.:he FSCto
Y o—l_ conservatorship . _ cancel the FI’s licenses and
s > termination planto [ Making P&A public the business registration
m the FSC announcement
E_ Remaining assets and liabilities m 1

Priority and Distribution of Claims
on Recoveries

Secured and Preferred Creditors

trative Costs

paid wages, Retirement pensions and

severance pay

@ Subordinated Creditors

@ Shareholders

[ r4znsncs =
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Resolution Experience

57 insured institutions exited from the market from 2000 till now

Whole bank
P&A:

Partial P&A and
liquidated :

38 Credit departments of farmers' & fishermen‘s associations
10 credit cooperatives

A bank, after P&A and disposing of all assets, its net worth
turned from negative to positive, and the conservator returned
it to the shareholders and completed the liquidation in 2013.

of receivership :

Partial P&A and Completion 2 banks (Subordinated creditors were not

repaid)

Partial P&A and in 4 banks (There are litigation cases and deposit

receivership :

guarantees have not been retrieved)

Partial P&A and still under 2 banks (Retained assets such as equity and

conservatorship :

m PREFRRBAT
GOt s Gt

real estate asset)

Compared to the Receivership in 2000

Current receivership Receivership in 2000

Banking Act and Company Act

K210 EH N Banking Act

Make a public .
Assumed office announcement File a report to the court

B/S & property Repc.'rt to FSC and R:tlflid Il:jy the n;eetl;ng.of ;
T o [ -t3 | |Public announcement shareholders and submitted to
the court
X Approved by FSC in A resolution adopted by a
Ll e advance majority of the shareholders

Powers Yes, the powers of
shareholders and board of No
suspended X X
directors is suspended

m PRERRIBLT
oDt e Capt
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Compared to the Receivership in 2000 (cont.)

Current receivership

at
winding-up
Termination
of contract

(ofe]33] ][I Ne] /| report to FSC and make a

| winding-up
] Expmmeas

Within thirty days

Receivership in 2000
Within three months

No deadline

Six months
May apply for an extension

Yes, contracts can be
terminated or revoked

No

No

Yes

Continuous receivership

File an application to court for
declaration of bankruptcy

Public announcement

Report to shareholders for
approval, file with court

03/ Conclusion
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CDIC’s Experience and lessons

= The receivership of Fl and the power of the receiver
shall be clearly defined by law

Kn’ The proceedings for Bankruptcy and corporate
reorganization should stay during winding-up

period
w The powers of the Fl's shareholders' meeting, board

of directors, directors and audit committee should
K be suspended to reduce receivership barriers

(R #mmanay @ o

CDIC’s Experience and lessons (Cont.)

.,&“ =~ Resolution decisions on Fl should be discussed
A2, through financial safety net meetings prior to
% adoption to reduce external suspicion

= Major matters need to be reported to the
Competent Authority for approval, such as P&A

. . .. N
w With effective winding-up measures, such as
¢ Public announcements in lieu of Notifications
* Tax and other incentives for favorable Fis P&A
[R] #amusnos @ 2
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