Appendix3:
Criteria for Imposing Additional Punitive Deposit Insurance Premium Rates on Insured Institutions Borrowing interbank loans during the Period of Full Deposit Insurance Coverage

I. Legal Basis
“Supplementary Measures for the Adoption of Full Deposit Insurance Coverage” jointly drawn up on October 28, 2008 on the basis of the following documents: Financial Supervisory Commission, Executive Yuan Chin Kuan Yin (3) No. 09700414690, Ministry of Finance T’ai Tsai Ku No. 09703516680, and Central Bank of China T’ai Yang Chien No. 0970052288. 
II. Principles Underlying Additional Premium Rates
1. If insured institutions in the period in which full deposit insurance coverage measures are being implemented are in violation of laws and regulations and disciplinary actions are taken against them by the competent authority, in accordance with the month in which the disciplinary actions are taken by the competent authority (i.e., the date the punishment was handed down; if there is no such date, then the date on which the written decision was issued) the punitive premium rate shall be imposed.  

2. If the conditions related to Paragraph 2 of Point 3 of the “Supplementary Measures for the Adoption of Full Deposit Insurance Coverage” apply to insured institutions in the period in which full deposit insurance coverage is being implemented and improvements are made within the period prescribed by the competent authority, the additional punitive rates shall successively apply to the interbank call loans outstanding in the period in which improvements are made until such time that the insured institution is notified by the competent authority that the improvements have been made. 

3. The additional punitive premium is calculated on a monthly basis in accordance with the average outstanding amount of the incoming call loans of the insured institution. 

4. If the competent authority, in relation to the same insured institution, and in the same month or in the same period in which disciplinary actions are taken, is to impose punitive premium rates in multiple situations, it shall impose the punitive rate on the basis of the highest premium rate that is applicable among them. 

5. These criteria apply to general situations; if insured institutions have encountered serious moral hazard or have been in serious violation of laws and regulations, or other disciplinary actions involving moral hazard are recognized, then a meeting of the Risk Management Committee shall be convened, and the punitive premium rate will be determined in accordance with the gravity of the circumstances. 

III. If there are insured institutions that are in violation of laws and regulations and as a result of the competent authority’s disciplinary actions improvements should be made within a limited period of time, the criteria for imposing additional punitive premium rates shall be as follows:
	     Additional premium

Item
	0.0005
	0.001
	0.002
	0.003
	0.004
	0.005 to 0.03 
	Remarks

	1. Disciplinary actions by the competent authority
	
	
	
	
	
	
	* if insured institutions have encountered serious moral hazard or have been in serious violation of laws and regulations, the punitive premium rates will be raised to between 0.005 and 0.03 on a case-by-case basis. 



	(1) Dispatching personnel to provide guidance
	
	
	
	
	V
	*
	

	(2) Revocation of resolutions of statutory meetings
	
	
	
	V
	
	*
	

	(3) Preventing cash distributions of retained earnings
	V
	
	
	
	
	*
	

	(4) Restricting the responsible person’s remuneration, dividends, warrants or other similar payments 
	V
	
	
	
	
	*
	

	(5) Restricting additional risky assets, or the acquisition or disposal of specific assets
	V
	
	
	
	
	*
	

	(6) Restricting or prohibiting loans to or transactions with related parties 
	
	
	
	V
	
	*
	

	(7) Restricting business activities
	V
	
	
	
	
	*
	

	(8) Restricting deposit interest rates
	
	V
	
	
	
	*
	

	(9) Removing directors, supervisors and those with the position of chief auditor and above from office 
	
	
	
	V
	
	*
	

	(10)Disciplinary actions for other items involving moral hazard
	V
	
	
	
	
	*
	

	(11) Amounts of fines

a. In excess of NT$10 million 

b. From in excess of NT$5 million to NT$10 million

c. From in excess of NT$2 million to NT$5 million
	V
	V


	V


	
	
	*
	

	2.The competent authority’s requiring the financial institutions to make improvements within a limited period 
	
	
	
	
	
	
	

	(1) Proposing a recapitalization or financial or business improvement plan within a limited period
	
	V
	
	
	
	*


	

	(2) Merging with other banks within a limited period 
	
	
	V
	
	
	*
	

	(3) Disciplinary actions to make improvements within a limited period for other items involving moral hazard
	V
	
	
	
	
	*
	


IV. If an insured institution in line with “Supplementary Measures to Strengthen Banks’ Lending Capacity” at the same time conforms to the conditions listed below, the punitive premium rate it is required to pay will be reduced by one half. However, if after being reduced by one half the rate is less than 0.0005, the lowest rate that will be charged is 0.0005:

1. Its average amount of loans lent to private enterprises outstanding in the current month compared with that for the previous month reflects a growth rate of 0.5% or more. 

2. Its capital adequacy ratio reported in the most recent period is 8% or above. 

3. Its pastdue loans ratio in the current month is 2.5% or lower, or its pastdue loans ratio in the current month is 3% or lower and is lower than the rate for the previous month. 

V.  After these criteria regarding punitive premium rates are approved by the competent authority, they shall take effect commencing November 1, 2008. 
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