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1. Deposit Insurance System in Turkey
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)‘) Information Sharing in General
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o [nformation sharing Is one of the vital areas in the
relationship between the deposit insurer and other safety net
players.

e The information need of deposit insurers varies significantly
depending on institutional mandate and powers.

[ Pay-box System J G

Basic information needs: Greater information needs:
- to calculate premiums - to minimize potential losses
- to pay off depositors - to reduce risk exposure for all

depositors



ol | j) Roles and Responsibilities: SDIF

Risk More than
Minimizer Paybox

Reimbursing insured depositors v v v

Paybox

Calculating and raising premiums

Risk assessment

Imposing differential (risk-adjusted) premiums

Risk monitoring
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Role in handling bank failures

Off-site examinations

On-site inspection
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Intervention in the affairs of its member banks

Source: Proposed Research Plan for: Developing General Guidance for Effective Deposit Insurancg Mandate, IADI, 17 April 2006
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v j) Mandates

Risk Minimizer | More than Paybox Paybox
Mainly reactive,
Powers Proactive some proactive Reactive
features
Interaction during life cycle | Beginning, Midlife, Approaching .
. Failure
of banks Troubled failure
Ef_feF:tl\_/en(?ss SCost High Low-Medium Low
Minimization
Requires well- Requires well-
defined roles, de?ine oo Mainly
Inter-Relationship Issues responsibilities, res onsibilitie,s Information
P coordination P ’ Sharing

information sharing
& coordination

information sharing
& coolrdination

Source:Interrelationships and its Role in Promoting Effective Deposit Insurance System
Presentation to the APEC Policy Dialogue on Deposit Insurance, 17 April 2004

|, J.R. LaBrosse, Secretary General 1ADI,

| SDIF
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Presentation Notes
Reaktif: Çözümleme, tasfiye

Temelde reaktif + bazı proaktif unsurlar: Bir ölçüde risk değerleme ve çözümleme kararında sınırlı rol üstlenme.

Proaktif: Risk tanımlama, değerleme ve yönetme
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| 1) Basic Parameters of SDIF

Management Autonomous legal entity (SDIF)

Membership Com_p_ulso_ry — For e_;\II banks that accept deposits /
participation funds in Turkey

Premium system Risk -based

Premium collection Ex-ante

Type of insured deposit

Savings deposits and real person participation funds
- YTL, FX and gold

Insurance limit

50.000 YTL (Approximately 37,650 USD)

Number of member banks

37




2. Structure of FSN



Sound and safe
banking system

FINANCIAL |
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Confidence Iin
banking industry
via protection of

depositors
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FINANCIAL SAFETY NET
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Regulatlon and
supervision

Banking Regulation and
Supervision Agency

(BRSA)

Lender of last Public
resort sources of
funds
The Central Bank of the Undersecretariat
Republic of Turkey of Treasury
(CBRT) (Treasury)
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’ Provisions in Banking Law
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e Cooperation Among Institutions (Articles 63, 98, 122)
e Coordination Committee (Article 100)
o Systemic Risk (Article 72)

e Financial Sector Commission (Article 99)
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Presentation Notes
By the new Banking Law in force, the interrelationships i.e. the cooperation, coordination and information sharing mechanisms between the financial institutions has been legalized. In this respect, two different groups of institutions; the Financial Sector Commission and the Coordination Committee are to be formed.
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j) Cooperation Among Institutions

RSA, SDIF, CBRT;
Share the information they have in their databases and they have agreed upon to share,
under the protection of secrecy. (Article 98)

« BRSA, SDIF, CBRT, Treasury, State Planning Organization;

Exchange views regarding the implementation of monetary, credit and banking
policies. (Article 98)

e SDIF may ask BRSA to provide the information and documents needed in order to
supervise whether the insurance premiums are paid within the framework of the
principles set. (Article 122)

 SDIF Board;

- Set the coverage and amount of the savings deposits under insurance upon the
approval of the CBRT, BRSA Board and Treasury;

- Design risk based premium system upon consulting BRSA Board. (Article 63)
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Presentation Notes
What is meant by interrelationships among the financial institutions is that -according to the related provision in the new Banking Law- BRSA, Treasury, Undersecretariat of State Planning Organization, SDIF and the Central Bank exchange views regarding the implementation of monetary, credit and banking policies. Besides, BRSA, SDIF and the Central Bank have the authority to share the information they have within their databases and they have agreed upon, within the framework of confidentiality. Moreover, in case that a negative development that could lead to a systemic risk occurs and such development is detected jointly by the FSNP, the Council of Ministers is authorized to determine the extraordinary measures to be taken and the FSNP are authorized and responsible for the prompt implementation of such measures.






)‘) Coordination Committee

» Established to ensure information sharing between BRSA and
SDIF concerning;

- general condition of the banking system,

- measures to be taken with respect to the Prompt Corrective Action
(PCA) of the bank supervisor

- factors to be used in calculating risk-based insurance premiums,

- basic parameters related to total & insured deposits in banking sector.

» Consists of the Presidents and Vice Presidents.

» Meets at least quarterly.
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Presentation Notes
The other commitee named as the Coordination Committee consists of the BRSA’s and SDIF’s Chairmen and Vice Presidents. The meetings are arranged in terms to be decided by the parties; at least once in 3 months.

The Committee is established to ensure the sharing of necessary information concerning the general status of the banking system, the measures to be taken as a result of the supervision of banks, the rating results(indicating the financial structure of banks) to be used in calculating the risk based insurance premiums, the number of deposit and participation fund* accounts, total amount of the insured/all deposits and participation funds, the maximum cooperation between BRSA and SDIF on issues falling under the scope of the duties of SDIF and where an action shall be taken.

It is essential that the information and documents to be requested between parties be submitted to the other party within a period of time to be agreed upon.

SDIF and BRSA, within three months of the publication of the new Banking Law(until Feb 1st, 2006) determined in detail the principles and procedures to be followed on issues concerning both parties in terms of practice of this coordination and on sharing of information. 





* Funds collected by Special Finance Houses.




| ) Systemic Risk

 Systemic risk is detected jointly
by SDIF, BRSA, Treasury and
the Central Bank under the
coordination of BRSA. ESN

Players

» The Council of Ministers
determines the extraordinary
measures to be taken.

X \ Detection of
N Systemic Risk _
. Council of
Ministers

o All relevant institutions are
responsible for the prompt
Implementation of such

measures. Extraordinary
Measures
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v’ Established under the body of
BRSA.

v Responsible for:
- Information exchange,

- cooperation and coordination
among institutions,

- proposing joint policies and

expressing views

v Convenes biannually.

Associations
of institutions

Capital

Central
Bank

utures

Markets
Board

State
Planning

FSC

Istanbul

Options
xchange

ecurities
Stock
Exchanges

Gold
xchangg
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The Financial Sector Commission has been established under the body of BRSA, and it consists of the representatives of BRSA, Ministry of Finance, Treasury, Central Bank, Capital Market Board, SDIF, Competition Board, Undersecretariat of State Planning Organization, İstanbul Gold Exchange, Securities Stock Exchanges, Futures and Options Exchanges and the associations of institutions(Banks Association of Turkey and The Association of Participation Banks). The Commission is responsible for the exchange of information, cooperation and coordination among institutions, proposing joint policies and expressing views regarding the matters that relate to the future of the financial sector with a view to establish and ensure confidence and stability as well as development in the financial markets. It convenes once in every six months. 




3. Information Sharing with BRSA
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R | )‘) SDIF: Duties and Powers

1. Setting deposit insurance policies (Article 63)

2. Insuring deposits to protect the rights and interests of
depositors

3. Resolving banks handed over to SDIF efficiently.

4. Executing and concluding the follow-up and collection
transactions of the receivables of SDIF

5. Managing the Fund’s assets and resources

LTT 3|91V

16



Deposit
Insuran

Resol

To design effective deposit insurance policies

To form and apply risk based insurance system

To determine the risk exposure as deposit insurer

To calculate the reserve amount

To ensure verification of insurance premium collection

To provide collection and follow-up of SDIF incomes
regularly

To deteremine banks that may be subject to resolution
process through risk monitoring of the banks and the sector
as a whole.

To become prepared for resolution process in order to
ensure cost efficiency

To resolve banks with least cost within least time 17
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Presentation Notes
Scope of Responsibility:

As far as the main responsibilities of the two major banking authorities are concerned, we can say that BRSA is responsible for the regulation and on-site supervision of all transactions of banks while SDIF has the authority for off-site monitoring, deposit insurance and resolution. SDIF has also the right to ask BRSA provide the information and documents necessary to execute and enhance the risk-based insurance system & to supervise whether the premiums are paid within the framework of the principles set.

Here it should be emphasized that, as SDIF is not legally authorized to make on-site examinations, much of the needed information is to be developed by the supervisory authority(BRSA) and SDIF is to ensure this information from BRSA mostly through the Coordination Committee.




® j) What kind of Information to be shared?

1. General assessment of the supervisory authority
2. Call Reports of the bank

3. Risk assessment of the supervisor of the bank
4. PCA to be applied to the bank

5. Detalled Information of the bank’s assets for
valuation
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Scope of Responsibility:

As far as the main responsibilities of the two major banking authorities are concerned, we can say that BRSA is responsible for the regulation and on-site supervision of all transactions of banks while SDIF has the authority for off-site monitoring, deposit insurance and resolution. SDIF has also the right to ask BRSA provide the information and documents necessary to execute and enhance the risk-based insurance system & to supervise whether the premiums are paid within the framework of the principles set.

Here it should be emphasized that, as SDIF is not legally authorized to make on-site examinations, much of the needed information is to be developed by the supervisory authority(BRSA) and SDIF is to ensure this information from BRSA mostly through the Coordination Committee.
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j) Conclusions

'A Protocol was signed between SDIF and BRSA on sharing
Information.

v' Endeavors are made to sign a “Strategic Alliance
Agreement” to increase information sharing between BRSA
and SDIF.

v SDIF is about to change “crises management” which has
been conducted to resolve failed banks in 2001 crisis to
“process management”.

v" In a short period, SDIF will focus on its main function of
risk-based deposit insurance proactively.
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Scope of Responsibility:

As far as the main responsibilities of the two major banking authorities are concerned, we can say that BRSA is responsible for the regulation and on-site supervision of all transactions of banks while SDIF has the authority for off-site monitoring, deposit insurance and resolution. SDIF has also the right to ask BRSA provide the information and documents necessary to execute and enhance the risk-based insurance system & to supervise whether the premiums are paid within the framework of the principles set.

Here it should be emphasized that, as SDIF is not legally authorized to make on-site examinations, much of the needed information is to be developed by the supervisory authority(BRSA) and SDIF is to ensure this information from BRSA mostly through the Coordination Committee.




Thank you for your attention...
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Looking ahead:



Regarding what the new law brings and the Institutional Development Plan(IDP) of SDIF; SDIF plans to phase down all resolution practices (like  collection and asset sales) by the end of 2007.  In this context, it will focus on its main function of risk-based deposit insurance proactively.
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