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CDIC Signed MOU with AGB and EdB in Berlin on 5 December 2015

Press Release

In order to facilitate cross-border cooperation and the exchange of information
among the Central Deposit Insurance Corporation (CDIC) and the deposit protection
agencies of the German private commercial banks, with the aim to provide
depositors protection in both jurisdictions, two Memorandums of Understanding
(MOU) have been signed on 5 December 2014 in Berlin, Germany by the
representatives of CDIC, the Association of German Banks - Deposit Protection Fund
(AGB) and the German Private Banks’ Statutory Compensation Scheme (EdB), to
symbolize their official bilateral cooperation. The signing representative from CDIC is
President Mr. Michael M. K. Lin. The signing representatives from AGB are General
Manager and Member of the Board of Directors Mr. Michael Kemmer, two members
of the Senior Management Board Mr. Hans-Joachim Massenberg and Mr. Andreas
Krautscheid, and Managing Director Mr. Dirk Cupei. The representatives from EdB

are Managing Directors Mr. Dirk Cupei and Mr. Jorgen Bang.

The deposit guarantee schemes of German private commercial banks are provided
jointly by AGB and EdB. The Taipei branch of the Deutsche Bank AG has been
exempted from participation in Taiwan's deposit insurance system because of its

being covered by the German deposit guarantee schemes.

Due to the trends of financial liberalization, diversification and globalization in recent
years, the occurance of chain reactions caused by the financial problems has become
an issue for national policymakers to take into consideration. Since cross-border
financial problems have emerged as the focus for financial safety net players
worldwide, financial supervisors in many jurisdictions have been striving for the
reinforcement of international cooperation to maintain the stability of global finance.
CDIC and AGB are members of the International Association of Deposit Insurers
(IADI), so the signing of official MOU conforms to the revised IADI Core Principles for
Effective Deposit Insurance Systems issued in November 2014 illustrating specifically

the sharing of information and cooperation on a cross-border basis.

In the future CDIC will continue to cope with AGB and EdB on strengthening the

23



sharing of information and professional experience, to further fulfill its policy

functions of protecting depositors and maintaining financial stability in Taiwan.

LELLT verband

” m:] verband

CDIC’s President Mr. Michael M. K. Lin (left 2) and the AGB and EdB representatives. Mr. Andreas

Krautscheid (left 1), Mr. Dirk Cupei (right 2) and Mr. Jorgen Bang (right 1) represent their organizations
at the MOU signing ceremony held in Berlin on 5 December 2014.
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Central Deposit Insurance Corporation

Overview of
Deposit Insurance System’
in Taiwan

Yvonne Fan
Director
International Relations & Research Office
CDIC, Taiwan
5 December 2014

Outline

= Qverview of CDIC
= Deposit Insurance System in Taiwan

= Future Perspectives
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Overview of CDIC

ENTRAL LJEPOSIT INSURANCE ORPORAT?ON

Establishment of CDIC

= Establishment in 1985

= Government organization

= Shareholders:
-- Financial Supervisory Commission (FSC)
--Central Bank

= Competent Authority : FSC

ENTRAL LJEPOSIT INSURANCE ORPORAT?ON




Public Policy Objectives

Protect rights and
Interests of depositors Maintain credit order
in financial institutions

4
1

Enhance the sound development of

financial businesses

4
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Mandate

m  Manage deposit insurance business
m Control insurance risk

m Deal with problem insured financial
institutions (Resolution Authority)

5
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Organization

Department of Business

Board of —[ Department of Risk Management
Shareholders
—‘ Department of Resolution

Supervisors
Special Inspection Department

—( Department of Legal Affairs

)
)
)
]
)
—[ Department of Accounting )
]
]
)
)
)
)
]

Board of .
Directors Executive { International Relations and
ree President Vice Research Office
Chairman Presidents _( Information Management Office

_( Secretariat

( P | Office

* Number of employees : 176 (Nov. 2014) ——{___ Civil Service Ethics Office
_( Central Region Office
_[ Southern Region Office

6
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Financial Safety Net in Taiwan

Competen

t Financial Supervisory Central Bank

Council of

Agriculture AuthofTty Commission (FSC)

1 N ~
Bureau of : Bureau of Bureau of Dept. of Dept. of
Agriculture 1 Banking ) Insurance Banking Foreign
Finance : Exchange
: Bureau of Bureau of Dept. of N
! Securities Examination Financial gt ar
1 and Futures Inspectio ept.
i J "
i | |
Credit National : B
Depaﬂmenlt Agriculture | 1 Banking Financial MEREE,
@i Fa";‘ers { Industry ) Market Al
FishZ:men‘s 1 | Payment foreign
Association System exdll_a_nge
Banks and BOlCIES

Credit

Cooperatives

Note: The Ministry of Finance is the guarantor of loans from Central Bank to CDIC.

7
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Relationships with Other FSN Members

= Information sharing with financial safety net
participants

= Coordination mechanism among financial safety net
participants - Financial Supervisory Coordination
Council
-- Discuss major banking system policies
-- Deal with individual problem banks
-- Handle systemic crises
-- Handle bank liquidity crises
-- Information sharing
-- Handle other issues

8
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Deposit Insurance System
in Taiwan

9
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Membership

m Voluntary participation (Sept. 1985 — Jan. 1999)
m Compulsory system (Since Jan. 1999)

m Mandatory application (since Jan. 2007), but

subject to CDIC’s approval

10
ENTRAL LJEPOSIT INSURANCE “.~ ORPORATION

Number of Insured Institutions

As at 31 October 2014

Types of insured institutions “

Domestic banks 39
Local branches of foreign banks and mainland 29
Chinese banks
Credit cooperatives 23
The postal savings co. 1
Credit dept. of farmers’ associations 278
Credit dept. of fishermen’s associations 25
Total 395

11
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Limit and Scope of Coverage

NTS 0.7 million (US$23,300, September 1985)

NTS 1 million (US$33,300, August 1987)

Temporary blanket guarantee on deposits in unsound
financial institutions (July 2001- July 2005) in the era of
Financial Restructuring Fund

Resume to NTS 1 million (July 2005)

NT$ 1.5 million (US$50,000, July 2007)

In response to financial tsunami by providing temporary full
deposit coverage (October 7, 2008 ~ December 31, 2010)

| NT$ 3 million (US$ 100,000, January 1 2011")

12
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Insured & Uninsured Deposits

! Coverage amount:'_'} NT$ 1.5 million ){ NT$ 3 million

(about (about US$100,000)
US$50,000)
Insured Deposits Uninsured Deposits
1. Checking deposits 1. Negoti_able certificates of deposit_
2. Demand deposits 2. Deposits from government agencies
R . 3. Deposits from the Central Bank
3. Time deposits . .
. i 4. Deposits from banks, postal savings bank,
4. Deposits .requllred byllaw to credit cooperatives, and farmers' and
be deposited in certain fishermen's associations with credit
financial institutions departments
5. Other deposits approved as 5. Other deposits which the Financial Supervisory
insurable by the Financial Commission has approved as non-insurable

Supervisory Commission

Both NTD and Foreign
Currency Deposits are covered!

13
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Public Awareness Programs
- Target Audience

= General Public
Depositors

Member Institutions o

Media

FSN players

14
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Key Messages - in Good Times

= Coverage limit
= Coverage scope

= CDIC’s corporate image

[A]

SMETREBS AN

MEMBER OF CENTRAL DEPOSIT INSURANCE CORPORATION
-

SRARERRAD WR

15
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Communication Channels

-~ 16
(S ENTRAL LJEPOSIT INSURANCE ‘> ORPORATION

Most Effective Media in Taiwan

TV 73.85%
Financial Institutions
Newspapers 8.90%
Internet 11.60%
Friends and Relatives 10.30%
Magazines 7.909
Broadcast - 5502/0%
Bulletin Advertising A0
Schools 1.60%
Others 1.40%
0% 20% 40% 60% 80%

Source : 2013 Public Awareness of CDIC and Deposit Insurance Survey

17
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TV - PSA TV Spot (I)

* PSA: Public Service Announcement (_ENTRAL |JEPOSIT |NSURANCE (- ORPORATION

TV - PSA TV Spot (I1)

v' Audience: all g

* PSA: Public Service Announcement (L ENTRAL ./EPOSIT NSURANCE "~ ORPORATION
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2011-10-CDIC Taiwan-40 second Puppet Heros.wmv
中央存款保險 - 情侶篇 英文字幕(wmv).wmv

Public Awareness of DIS

= Evaluation on overall awareness level of depositors

80.00%

70.00%

0, -
60.00% %’%ﬁ%

50.00% - 58.8% 60.3% 61.9% 65.1%

40.00%

30.00%

20.00%

10.00%

0.00%

2007 2008 2009 2010 2011 2012 2013
==DIS awareness Level

- " 20
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Funding Sources

u Assessment_lncome * Fund target ratio: 2% of
m Investmentincome covered deposits
m Capital

Two Separate
Deposit Insurance Funds

ADIF

for Agricultural
Financial Sector

Current ratio: 0.25%

Current ratio: 0.28%

~ \ 21
ENTRAL LJEPOSIT INSURANCE “.~ORPORATION

11



Risk Premium System

= Adoption of risk premium system since 1999
= Revised system implemented from Jan. 2011: Increase rates & spreads

Premium Rate

Type of financial

Risk-based

Fishermen’s Associations

* %
institutions Rate* Flat rate
Banks 0.05%, 0.06% ,0.08%,
0.11%, 0.15%
0.04%, 0.05% ,0.07% 0.005%
i i .04%, 0.05% ,0.07%,
Credit Cooperatives 0.10% 0.14%
: ; . . .
Credit Dept. of Farmers’ and 0.02%, 0.03% ,0.04%, 0.0025%

0.05%, 0.06%

* Risk-based rates of covered deposits: 9 groups / 5 levels
** Flat rate of eligible deposits in excess of coverage limit

ENTRAL LJEPOSIT INSURANCE
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Risk Management Mechanisms

daily basis

m Financial Early-warning System

membership if necessary

» Call-report Rating System: on a quarterly basis

» Internet Transmission Surveillance System: on a

» Account Officer System: on a case-by-case basis

m Warning & termination of deposit insurance

23
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Warning of DI Contract Termination

CDIC
WETRI

4 24 ™
/" CentraL DeposiT INsurance CorroRaTioN

Early Intervention & Bank Resolution

)

Ongoing Risk Management

Conservatorship

On-site
guidance

Self- Off-site
On-site assistance  guidance
exams & By member

supervision jnstitutions
, by competent
authority

4 25 N
/" CentraL Deposit INsurance CorpPORATION
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On-site Inspection

= Any event causing termination of deposit
insurance contract

= Assets and liabilities of insured institutions
before bank closure

= Properties of employees of failed insured
institutions, who violate laws, to pursue civil
liabilities

= Accuracy of deposit assessment base and
content of electronic data files

26
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Early Banking Resolution - Conservatorship

Standard for market withdrawal:

Banking Act j\\ Capital adequacy (BIS) ratio
amended in Dec. 2008: // If BIS ratio < 2%,
PCA mechanism —L/ the bank to be put under

conservatorship within 90 days

In case a bank:

. e|s unable to pay its liabilities and
Banking Act J \ could jeopardize depositors'
\ interests; or
Bank should also be % ! .
/' eHaslosses exceeding 1/3 of
taken over —l/ capital and bank cannot make

improvement within the
stipulated timeframe

27
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Resolutlon Methods

|
Payout = Dep05|t Transfer - —— Bridge Bank — Open Bank Assistance
1 (systemic crisis) (systemic crisis)

Friday: Entruste Recruit financial I 1 1
Bank closure ¢ pank consultant to draw Transfer of Conditions:
makes disposition strategies Non- domestic «Problem bank is
Sunday: payout D transfer of business, critically under-
Print & mail  Onbehalf = Submit the strategies TS:TS and good capitalized and
to FSC and get iabilities
letter of CDIC anoroval g assets and put under _
notices to pp some conservatorship
d it D *Bank failure will
epositors, Open bid announcement . . nhecessary : ;
includin - : DRecelvershlp o trigger a systemic
including Due diligence by potential liabilities crisis
payout investors D l « Competent
amount Decide reserve price authorities deem
p cDIC it non-viable and
Open bid Bridge shall be closed
Monday: D bank
Depositors Sign P&A contract with winner
receive D l
noticesand  getlement Loans Others
can receive D P&A
payout :
payment CDIC continues to deal with Deposits
soon unsettlement items 28
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Mechanism for Handling Systemic Crises

= Reimburse the depositors above the coverage
limit, if CDIC obtains consent of FSC in
consultation with CBC and MOF, and with the
approval of the Executive Yuan

= Set up a bridge bank

® Provide open bank assistance

Collect special premiums, if deposit insurance
fund is insufficient

29
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Receivership

= Be appointed as the receiver of closed banks by

the Competent Authority

= Carry out the winding up procedure stipulated by
the Banking Act

» Dispose of/recover from assets of closed banks

= Distribute recoveries of assets to creditors of

closed banks

30
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Resolution Experience — P&A

Credit
departments of

farmers' &
fishermen's
associations

1999 1 Whole bank P&A
2001 7 29 Whole bank P&A
2002 1 7 Whole bank P&A

Whole bank P&A

2004 1 1 and Partial P&A
Whole bank P&A
2005 1 1 and Partial P&A
Whole bank P&A
2007 3 1 and Partial P&A
2008 3 Partial P&A and P.&A with put
back option
2010 1 Partial P&A
Subtotal 9 10 38

: 31
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Schedule of Payout Preparations

s om0 e | | o || o0
——

Amend the Deposit Insurance Act (DIA) & Issued
Electronic Data Files (EDF) Operating Standards
—
Develop the EDF Inspection IT System

Conduct on-site inspections of EDFs

Develop the Payout & Advance
Dividend IT System

Conducted payout simulations

32
ENTRAL LJEPOSIT INSURANCE .~ ORPORATION

Goal: Friday-Monday Payout

Friday Saturday Sunday Monday
=Bank closure =CDIC obtaining =Printing letter =Mailing notices
=CDIC team e-data files notices to to depositors

entering the bank : ®Data verification depositors =Launching on-line
=Closing/settling =Calculating =Testing on-line applications
all bank accounts payout amount operations in by depositors
=Making public payout locations
announcement

33
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Future Perspectives

34
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Future Perspectives

= Regularly reviewing the Deposit Insurance Act

to enhance the deposit insurance system

= Continuing developing and testing the Payout

and Advance Dividend IT System

® Maintaining an expected awareness level and

replenishing the deposit insurance fund

35
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Thank You.

Questions?

ENTRAL LJEPOSIT INSURANCE ORPORA%?ON
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