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Press release

THE MEMORANDUM OF UNDERSTANDING RENEWED
TO EXPAND CDIC AND DIV COOPERATION

In view of the lessons learnt from the global financial crisis, as well as the fast
pace of financial liberalization and globalization in recent years, enhancing
cross-border cooperation has come to the fore for financial safety net
participants worldwide. The Central Deposit Insurance Corporation (CDIC) and
the Deposit Insurance of Vietnam (DIV), led by CDIC Chairman Mr. Michael Lin
and DIV Chairman Mr. Nguyen Quang Huy, jointly announced the renewal of
the Memorandum of Understanding (MOU) between the two organizations on

24" December 2018, to expand the bilateral cooperative relationship.

Formal cross-border cooperation of CDIC and DIV started in 2006 when the
MOU was first signed in Hanoi. Effective from the 11th December 2018, the
renewed MOU, extended for another three years, manifests a vision for the
future of deposit insurance systems in cross-border cooperation and conforms

to the IADI Core Principles for Effective Deposit Insurance Systems.

The insured institutions of both CDIC and DIV have overseas offshoots set up
in each other’s jurisdiction. Despite the fact that the financial and regulatory
environments have developed differently, professional dialogues and valuable
experiences exchange between CDIC and DIV have brought real benefits to the
two deposit insurance systems, inter alia, in depositor protection and financial

stability.

Subsequent to the joint announcement, a joint international workshop and
MOU exchange meetings will be hosted by DIV to facilitate further cooperation

between the two organizations.
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(o, Overview of CDIC’s Experience
\/ in Handling Financial Crisis

PREFMRBAT

Central Deposit Insurance Corporation

« ™ Banking Crises in Taiwan
3\ Stage of each crisis

W Frequent runs on community financial institutions

hieeh Establishment of Financial Restructuring Fund as a mechanism
to withdraw problem banks by providing a blanket guarantee

2008-2010 Global financial tsunami

TR Transition from a blanket guarantee to a limited deposit
insurance coverage system

PREFURBAT @

Central Deposit Insurance Corporation
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Background of Financial Restructuring Fund
(FRF) Established

Recession of real estate market in the 1990°s

Economy recession worsened by the 1997 Asian Financial Crisis
Shocks of earthquake in 1999

* Growing NPLs

* Rampant rumors of a systemic financial crisis
No explicit exit mechanism to withdraw problem Fls before 2001

Central Deposit Insurance Corporation

SRENRIBAT @

The Era of the Financial Restructuring Fund
2001~2005

R
I

» The establishment of the Financial Restructuring
Fund to enhance the financial system in 2001.

= Entrust CDIC to handle distressed financial
institutions.

PRERRIEAT @/

Central Deposit Insurance Corporation
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Preemptive Response to the Global Financial Crisis
2008 ~ 2010 ~

» Taiwan government adopted a temporary
blanket guarantee in strengthening depositors
confidence

* End of the blanket guarantee system by the end
of 2010

= New policies adopted to enhance the public
confidence beginning from Jan. 2011

> The maximum coverage was raised from
NT$1.5M to $3M (about US$ 100,000)

> Deposit interest and foreign currency deposits are
insured

02 | Resolution Method & P&A Process




Banking Act
PCA mechanism

Banking Act
Bank should also be
taken over by
conservatorship or
receivership

PREFMRBLT

Central Deposit Insurance Corporation

PCA Mechanism

Standard for market withdrawal:
Capital adequacy (BIS) ratio

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

In case a bank:
¢ |s unable to pay its liabilities and could
harm depositors' interests; or

o * Has losses exceeding 1/3 of capital and
bank cannot make improvement within
the stipulated timeframe

02

Financial Institutions under
Conservatorship / Receivership

Conservatorship/Receivership

. 2

$

mnd powers of the The conservator / receiver will
bank’s shareholders and board of has the right to disposal of the
directors will be suspeM bank’s assets.

FSC will issue a conservatorship/receivership Order and entrust CDIC to :

v To handle the operations and management of the bank and disposal of
the bank’s properties as a conservator.

v To wind up all pending business of the bank, collect all outstanding debts

and pay off all claims

PREFMRBLT

Central Deposit Insurance Corporation

as a receiver.

(02

10
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Resolution Methods

/ Bridge Bank
(systemic crisis)

_—

e

hREFRRIBAT 02) Resolution Method & P&A 11

Central Deposit Insurance Corporation

Mechanism for Handling Systemic Crises

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

= Exception

Provide open bank
CDIC financial assistance

. to failing institutions
) Resolution
SVSt.‘-'f“'c ) cost - Establish a bridge bank to
crisis Principle assume all or part of the
not applied " business, assets & liabilities of

the problem institution

Collect Special Premiums, if DIF is insufficient

REFRRIAAT 02) Resolution Method & P&A 12

Central Deposit Insurance Corporation

46




General Procedures for P&A - Outsourcing

« Methods of resolution
» CDIC as the conservator

- Outsourcing resources
» Consulting firm: Design disposition strategies and manage
open bid process
» Accounting firms: Assess assets and liabillities
» Appraiser: Appraise specific real estates
» Lawyers: Pursuit of civil and crimial actions against responsible
parties and employees of problem insured institutions

+ Sell the target insured institutions through open
bids
mmmmmmmmmmmmmmmm \02

Bid Strategies for Failed Banks

Objective: To maximize the recovery value and chance of
successful bid, through the well-designed package of
the assets, liabilities and operations

v'Understand v'Identify and v'Categorize the v'Bad Bank:
the portfolio of separate } assets to be sold } classify,
the assets & retained assets into Good Bank combine &
liabilities & assets to be (P&A) and Bad package
sold Bank* different NPLs

Good Bank” includes assets and liabilities, excluding NPLs and retained items
Bad Bank” consists of NPLs and certain real estate

TrREashcs \02
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P&A Strategies to Max Recoveries - Open Bids

S 1)

-Strategies of open bids \,«‘i\ .
v'Banks: Auctioning off in seperate parts 3 %ﬁ
= Bad bank: NPLs by several tranches ) h *'{ Py

= Good bank: Non-NPL assets/liabilities and
operations by one tranche or depending
on market needs

v'Community FIs : Whole bank P&A

Key to Facilitate P&A

= A well-designed auction strategy with
flexibility and adaptability to market needs is
the key factor of a successful bid.

= The auction process must with transparency, » '\ \
fairness, and opens to all investors.

= A sound economic and financial conditions
would greatly increase the success rate of P&A
transactions.

Blidn o \
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P&A — Types of P&A

Year Banks Coo farmers: & fishermen's Methods
associations

1999 1 Whole bank P&A

2001 7 29 Whole bank P&A

2002 1 7 Whole bank P&A

2004 1 1 Whole bank and Partial P&A

2005 1 1 Whole bank and Partial P&A

2007 3 1 Whole bank and Partial P&A
Partial P&A and

2008 3 P&A with put back option

2010 1 Partial P&A

Subtotal 9 10 38
Total 57 [Amount of compensation NTS 286b (USS 9.5b) ]

PREFMRBAT

Central Deposit Insurance Corporation

@

17

Benefits of Purchase and Assumption

* For a failed bank and its depositors

5~ Financial services of a failed bank will be less )

disruptive compared to a payout y o OXNZie
P a ey
= For a deposit insurer °\| [1;:;;,/
. . . >, a
= Reserving franchise value &\ 2 s

= Preserving confidence in financial system

* For an acquiring financial institution

PREFXRIBLT

Central Deposit Insurance Corporation

= A great opportunity for expanding its business
and market shares

@

18
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Management of Retained Assets

e Reasons for assets retained by CDIC

v No incentives to buyers due to limitations of
related laws and regulations \

v Maximizing recoveries /|
o Operational Guidelines

v’ Operational Guidelines for Management and
Disposition of Retained Assets from Insolvency
Insured Institutions developed by CDIC

PRERRIBAT @

Central Deposit Insurance Corporation

19

Types of Retained Assets

Shares:
~ Taipei 101

PREFNRBAT

Central Deposit Insurance Corporation
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Disposition Strategies — by Asset Features (I)

* Real estate
v'Active sale or temporary rental

> For assets not rented, CDIC staff were dispatched to pay regular
on-site visits for preventing third parties from illegal usage

v'Public bids rearranged based on the needs of potential buyers
v'Cooperation with public auction agencies to expand the disposition
platform
- Loans & credits

v'Developed related operating guidelines to enhance management and
quality of loan/credit collections

v/Set up a review task force for loan/credit collections
PREFFRIBLT @

Central Deposit Insurance Corporation

21

Disposition Strategies — by Asset Features (Il)

- Arts & Chinese antiques
v’ 2,228 pieces retained

v’ National Palace Museum or other public museums
had priority to purchase for collection of antiques

v' Commissioned specialized private professional
agencies to auction off

v" Auction announcements on CDIC Website

PREFMRBLT @

Central Deposit Insurance Corporation
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Results of Handling Retained Assets

Assets Remain
Unsold
USS 102

million 12.7%

Disposed

Total Book Value of Retained
Assets US$805 million
Assets

= Recovery amount: US$703 million
USS 733 million 87.3%

PRERIRIEAT @/ 23

Central Deposit Insurance Corporation
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Schedule of Payout Preparation
2007 | 2008 2009 | 2010 | 2011 | 2012 2013 | 20ma~
—

Amended the Deposit Insurance Act (DIA) & Issued Electronic Data
File (EDF) Operating Standards
[—

Developed an EDF inspection IT system
| >
Conducted on-site inspection of EDFs
[ 4
Commenced development of payout &

advance dividend IT system

| 4
Conducted payout simulations

EFQ&??%M%B?’AE /‘O3> Payout Preparation

Central Deposit Insurance Corporation

25

EDF Operating Standards

= By Law

v Insured institutions shall establish the electronic data files
(EDFs) on deposit and other related items according to the
file format and content stipulated by CDIC.

v CDIC may request the insured institutions to provide the
EDFs as needed.

» EDF requirements |

v Issued operating standards for EDF establishment by /g,

insured institutions and required all insured institutions to
establish EDFs from April 1, 2008.

?fﬁﬂf%m ( 03) Payout Preparation

1 Deposit Insuran

26
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E-Data File Categories

= EDF Content: 27 files in 7 categories

| Category _ _____ ___Files

1 Customer data Customer’s basic data file
Demand deposit file, time deposit file, checking account file, dormant
2 Deposit data account file, electronic stored value card file, deposits belonging to
accounts payable file
3 Deposit related  Joint account list file, controlling account list file, certified & cashier’s
data check list file, pension accounts list file, trust estate account list file
4 Aggregation data Deposit aggregation balance file
5 Loan data Loan data file, ovgrdraft file, time deposits pledged as collateral file,
loan guarantors file
6 Credit card data Credit card customer data file, credit card data file
Other relevant Accouptlng bélance data fllg, ethange rate flle, §e|zure of deposit file,
7 dat deposit/loan interest rate file, bill for collection file,
LR ata bounced check file, non-entry transactions file 27
EDF Inspection IT System
= By Law
CDIC may inspect the content of the EDFs of an insured
institution to ensure their accuracy.
= Developed the EDF Inspection IT System in 2008
o Full version
CDIC on-site inspection of insured institutions’ EDFs
o Basic version ;
Insured institutions self-check their EDFs /g
(7
fﬁﬁﬂ{%m @ Payout Preparation 28




On-site EDF Inspection
®
= On-site EDF inspection conducted from 2009 w

o Regular inspections
> Insured institutions with higher risks are inspected first.

o Special inspections

> For insured institutions that face possible closure down:
CDIC inspects the accuracy of the content of e-data files
and prepares for payout.

= Inform the insured institutions to prepare data files
based on designated standard dates ( before the on-site
inspection)

PREFRRIELT 29
Central Deposit Insurance Corporation

Payout IT System

o Goal: Fri-Mon rapid payout rule

Friday IIP Saturday IIP Sunday IIP Monday ‘

o Developing the Payout IT System (PADS)

» 2009-2013 : Whole system has been designed and deployed
in CDIC’s intranet for overall test.

o Simulations in step with system development
» 2011 — 2013 : Seven payout simulations
» 2014 ~ : regular simulation

PRERRIEAT D 30
Central Deposit Insurance Corporation
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Depositor Claim Filing
o Online: Application via website + remittance

Depositors log-in to CDIC’s PCS website to query personal
information and enter numbers of deposit accounts at other banks,
then CDIC will remit the claimed amount to the account designated
by the depositor.

o By Mail: Application by mail + remittance: No need to append the
original deposit certificate

oOn-site: Apply at the counter + remittance or check:

Depositors objecting to payout amount or who have matters that
require counter handling can apply in person for payout at CDIC-
designated locations with certifications of ID, eligibility and original

documentation of the related certificate of rights.
qﬂyéﬁﬁiﬁﬂ‘gﬁa 02

Central Deposit Insurance

31

@ Conclusion
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CDIC’s Experience and Lessons

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

5~ 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

= Improve resolution method and design new payout tools
based on FinTech's progress

FRERRIBAT QA;
Central Deposit Insurance Corporation
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Kuan-Jong Chen
Director, Business Dept.
CDIC, Taiwan
Dec. 24, 2018

Outline

[ e Design of PA Program

e PA Planning & Budgeting
Process

3 e Conclusions
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|.Design of PA Program

2
/ ENTRAL LJEPOSIT INSURANCE “>ORPORATION

|.Design of PA Program

[ Objectives J

/Vhat Messages

L What Channels }

How Much Money
N

[Target Audience }

3
/ ENTRAL LJEPOSIT INSURANCE “>ORPORATION
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(1) Objectives of PA

N

' Objectives '

N

To enable people to
/" understand DI policies and
their rights

—
To increase PA of DI

To establish public
confidence in the DIS and
maintain financial stability

(I1)Convey : What Messages

Key
Messages

e Coverage limit
e Coverage scope
* CDIC’s corporate image

[A]

SMEDNERS R

MEMBER OF CENTRAL DEPOSIT INSURANCE CORPORATION
-

PREMERBLOT B8
ISSUED BY CENTRAL DEPOSIT INSURANCE CORPORATION

(Large sign)

?
5
ENTRAL LJEPOSIT INSURANCE “>ORPORATION
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(ll1)Use : What Channels

| v J

Member Institutions

‘ The Internet J

Communication
Channels Printed Materials

Outdoor Media

‘ Schools J

[ other J

(IV)Budget : How Much Money

Budgeted by CDIC About 5% of annual
and approved by business expenses
the Parliament (about USS 1 M)

** Fully utilize free channels provided by members or
sponsored by the government agencies

7
ENTRAL LJEPOSIT INSURANCE ORPORATION\
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(V)Target Audience

General
Public

< Media ’ ‘Depositors)
1
\

I
I
\ 1

N Target Audience /

Members
Institutions

ENTRAL LJEPOSIT INSURANCE ORPORATION

II.PA Planning & Budgeting Process

9
K ENTRAL LJEPOSIT INSURANCE “>ORPORATION
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II.PA Planning & Budgeting Process

—

Confirm annual Draft PA
budget of advertising program plan
expenses

’_Q Q Implementation
Step 2

Refer to PA survey PA plan
results of the approved by
previous year CDIC’s president

10
/ ENTRAL LJEPOSIT INSURANCE “>ORPORATION

(I)Public awareness survey

1.Area :Taiwan main island

2. Interviewees : the general public aged from 25
to 69

3.Method: home phone calls

4.Survey period: Aug. 275 to Sep.2"9,2018

5.Size of Sampling:1,188 (Confidence level: 95%,
Sampling error:2.84%)

6.Stratified sampling: Divide Taiwan to 19 strata
by cities and counties in Taiwan

11
/ ENTRAL LJEPOSIT INSURANCE “>ORPORATION

64



(I)Public awareness survey (cont.)

7.Questionnaire:
1) Interviewees’ Background: gender, age,

education, occupation...
2) Have you heard of ” Deposit Insurance” ?
3) Do you know the scope of deposit insurance coverage ?
4) Have you heard of “CDIC” ?
5) What channels do you acquire the information about
deposit insurance?
6) What channels do you expect to acquire more

information about deposit insurance?

12
/ ENTRAL LJEPOSIT INSURANCE “>ORPORATION

(I)Public awareness survey (cont.)

[The PA levels of the DIS in Taiwan over the last 10 years ]

70% 69.0%

68% 67.0% 67.0%
66%
64%
62%
60%
58%
56%
54%

13
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(I)Public Awareness Survey (cont.)

[The channels that people get information of CDIC ]:

(Tools)

TV commercials 60.7%
Financial Institutions

Friends and relatives

1 I I
Internet 1 20.8%
Newspapers 1 10.9%
Broadcast ] 7.7%
Outdoor Advertising ‘ 6/0%
Magazines 1 5.2%

Schools J] 1.8%

0.0% 10.0% 20.0% 30.0% 40.0% 50.0% 60.0% 70.0%

14
/ ENTRAL LJEPOSIT INSURANCE “>ORPORATION

(I)Public awareness survey (cont.)

(The channels that people want to get information of CDIC ]

(Tools) | | | | |
TV commercials 48.00%
Internet | ‘ ‘ ‘ ‘ 42.10%
Financial Institutions = 17.40%
Friends and relatives ] ‘ 10.50%
Newspapers | ‘ 10.30%
Outdoor Advertising | 9.30%
Broadcast ] 6.60%
’ Magazines ] 5.10%
Schools E 2.00%

0.00% 10.00% 20.00% 30.00% 40.00% 50.00% 60.00%

15
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CDIC over the last 3 years

The channels that people got information of

(I)Public awareness survey (cont.)

(Tools)

TV Commercials
Financial Institutions
Friends and relatives

Internet
Newspapers
Broadcast

Outdoor Advertising
Magazines

Schools

others

5.2

1.80%

1.30%

0% 10% 20%

20.90%

20.80%

28.50%

30% 40%

50%

60%

60.70%

70%

80%

W 2018
2017
2016

16
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(I)Public awareness survey (cont.)

The channels that people wanted to get
information of CDIC over the last 3 years

>

(Tools)

TV Commercials
Internet

Financial Institutions
Newspapers
Outdoor Advertising
Broadcast
Magazines

Schools

others

0%

10%

20%

30%

42.10%

50%

48.007%

60%

70%

m 2018
m 2017
2016

17
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(I1)Budget Allocation

4 h
Internet :
US$ 330,000
4 N\
TV - o Outdoor

Commercials: Advertising:

US$ 200,000 US$ 200,000
. J

Budget:
ussS
1,000,000

18
/ ENTRAL LJEPOSIT INSURANCE “>ORPORATION

A.TV Commercials

TV commercials —three phrases of DIS over the last
10 years

2008~2010

e Global financial crisis: from the limited
deposit insurance(USS50,000) system to the
blanket guarantee

2010~2011

= ® From the blanket guarantee to the limited
deposit insurance system(US$100,000)
2011~now

o)
e Limited deposit insurance system
e Financial stability l

68



A.TV Commercials (cont.)

R

TV Commercials - How to do J

4

Features

4

Target
udienc

4

* Wireless and cable channels

* The time (18:00 ~ 24:00)

* Two months

» 30 seconds TV commercial film

[General public J

[US$ 200,000 ]

20
/ ENTRAL LJEPOSIT INSURANCE “>ORPORATION

A.TV — Public Awareness Film

v’ Audience: all groups

SWectheart
21
/ ENTRAL LJEPOSIT INSURANCE “>ORPORATION
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A.TV — Public Awareness Film

v’ Audience: all groups

y
CDIC 7

Protecting Your Savings*

22

A.TV — Public Awareness Film

v’ Audience: all groups

23
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A.TV — Public Awareness Film

v’ Audience: all groups

honeylasfsalarys N
BEo)

=
. N

,._.mm}

24

A.TV — Public Awareness Film

v’ Audience: all groups

25
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B.Internet

p

» CDIC website, Flicker
* Yahoo, Google
tools * Well-known bloggers
* Social media: FB, YouTube, Line...etc
\ Radio, Newspapers

4

K4

Target [Young groups J

| [u5$ 330,000 J
Expenses

e 26
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B. Internet(cont.)

v Audience: young generation and students ‘ A

* A campaign on the Internet for promoting PA of DIS in 2018 ﬁ (v DRAWg
- lJr’ J.r

—)l
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B. Internet(cont.)
v good luck to you

C.Outdoor Advertising

\/ /° Billboard: bus shelter, MRT carriage )
* Banners of public transportation: Bus, Taxi

* Scrolling LED banners: bus, member institutions...
* Advertising light boxes: train station, MRT station,

, Tools : e
\/ ka'rport, movie theater... D
¥ General public }

audiences

Vs

/

US$ 200,000

A Expenses
a 9

29
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C.Outdoor Advertising (cont.)

Audience : general public

NI NS .\"4
R A\u:'
) n L

L

D.Member Institutions(free channels)

v Audience : depositors

&5‘,&0&;@’%

ansunacasanli0nz
E-ERALERE-RESRAZFERES BSRRALNNRZLNGUTR

SERFRRAZIY

& 1077 58 1% 1% = Al # 48

MEMBER OF CENTRAL DEPOSIT INSURANCE CORPORATION
-

(SRENERAD B e

I\
AN
INSURANCE CORPORATION

100 EG IR EIE S S TEE300=5T
DIFEFREE NMIERL D [E ro==smx=mmas

(Scrolling banners)
31
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D.Member Institutions(cont.)
(free channels)

v’ Audience : depositors

e Stickers with CDIC’s mascot and posters displayed in
member’s business units
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(Stickers)

E.Newspapers and Magazines

v Audience : general public
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F.Schools

v' Audience : students
* PA activities on campus
* DI comics and animation

/ ENTRAL DeposiT In [

G.Other Approaches

v Audience: general public Ty

* Customer service: trilingual
toll-free
line, and email

* Fliers, pamphlets, brochures,
advertising fan, and T-shirts T

. i (a:%gé
* Conferences and seminars ¥ 2 5

@’ ¥

(Advertisi:ng fan)

(Trilingual toll free line)
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l1l.Conclusions
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lll.Conclusions

Public
Awareness
Planning

Implementation
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People’s Keep
memories are promoting PA
short of DIS
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