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Foreword

The Fourth Annual IADI Conference was hosted by Central Deposit
Insurance Corporation (CDIC, Taiwan) in a very traditional Chinese
palace-style setting—The Grand Hotel—in Taipei, Taiwan, from 27-29
September 2005. Consistent with IADI’s vision “to share deposit
insurance expertise with the world,” the Association invited expert
practitioners from around the world to make presentations and
participate in the conference. The theme of the conference was
“Challenges for Deposit Insurers in Resolving Bank Failures” and it was
chaired by Chin-Tsair Tsay, Chairman of the Board of Central Deposit
Insurance Corporation; Mr. Tsay was also the Chair of 2005
Conference Task Force and he is the Chairman of the Research and
Guidance Committee of IADI.

Presentations covered IADI’s research, recent developments and
issues of interest to deposit insurers, which comprise initiatives by
financial safety net players to help make banks “Too Good to Fail”,
developing an effective deposit insurance system, cross-border
challenges in handling bank insolvencies, guidance for aiding the
resolution of a failed bank, promoting international co-operation,
contingency planning for dealing with a failed bank and guidance for
promoting effective interrelationships, and the attendees were provided
with an update on IADI’s activities and what to expect in 2006. The
audience of 176 was truly international in scope as 50 countries or
areas were represented at the conference.

These proceedings were prepared by an international team of writers
organized by the International Affairs Division of Central Deposit
Insurance Corporation. The writers included: Wai Keen Lai, Wai Lin
See, Chareen Loh Sing Chiet and Khairuddin HJ. Arshad, Malaysia
Deposit Insurance Corporation; Sung Han Jie, Korea Deposit
Insurance Corporation; Frederick S. Carns, Jr., Federal Deposit
Insurance Corporation; Yvonne Fan and Fiona Yeh, Central Deposit
Insurance Corporation; Renata Cechova, Deposit Insurance Fund
(Czech Republic); David K. Walker, Canada Deposit Insurance
Corporation, and myself. | take responsibility for any errors that
emerged in the editing process.
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Dedication

These proceedings are dedicated to the
memory of Hans Jacobson. Hans was the
Chairman of the Swedish Deposit Guarantee
Board, which was one of the founding
members of the International Association
of Deposit Insurers. A very active
participant in IADI activities, Hans was often
called upon to perform many tasks and he
accepted them all with great vigour and
pleasure. Hans will be greatly missed for his
good spirits and humour and by the deposit
insurance community around the world for his
interest in improving the effectiveness of
depositor protection arrangements.



Executive Summary

The conference was opened by the Honourable Frank C. T. Hsieh,
Premier of Taiwan. In his remarks, Mr. Hsieh developed two important
aspects of the work of financial sector supervision; in particular, the
“new development concept” and the “new safety concept”. Chin-Tsair
Tsay, as the Chair of the 2005 Conference, then welcomed the
participants from 50 countries who were to benefit in so many ways
from their visit to Taiwan. The Keynote Address was delivered by Jean
Pierre Sabourin, Chair of the Executive Council and President of the
International Association of Deposit Insurers. Having identified
the potential vulnerabilities, he presented an “"OPTIMAL” approach that
has been set out for dealing with bank resolution. He explained that
OPTIMAL is the acronym for Objectives, Process, Timing, Intervention,
Market Discipline, Assessment and Legislative Framework.

The first session, moderated by Shinichi Yoshikuni of the Bank for
International Settlements, focused on initiatives by financial safety net
players to help make banks "“too good to fail”. George Kaufman
introduced four principles of efficient bank insolvency resolution while
David Mayes discussed the role of the financial safety net in bank
resolution and focused his attention on a feasible solution to tackle
cross-border bank insolvencies. Johnson Chen’s presentation covered
all the salient points concerning the topic and stressed the importance
of early intervention, prompt corrective action, quick resolution, and
measures to improve effective interrelationships.

The topic of the second session, chaired by Daniel Janossy, was how to
design effective deposit insurance systems. Fred Carns reported on an
IADI initiative to develop a tool for evaluating the effectiveness of
deposit insurance programs which is to be issued in the form of IADI
guidance during 2006. Features of the Korean and newly established
Malaysian systems were introduced by Jungrol Kim and Wai Keen Lali,
respectively.

The first afternoon session dealt with cross border challenges in
handling bank insolvencies that have been paid more attention to
recently. Joseph Pasquariello, Tetsuo Yamashita and Kelly Naphtali all
emphasized that legal mechanisms at various levels are required to
address these matters, but noted that a worldwide uniform code is
extremely ambitious and unlikely. Thus, efforts should be directed



towards in more practical ways perhaps through enhanced principles of
international comity.

The other focus of the afternoon was on the IADI Guidance for the
Resolution of Failed Banks to be issued soon. The presentation was
delivered by William Su and he explained that a deposit insurer can
employ this guidance as a tool kit for improving bank failure
mechanism in general. Mohammed Al-Jafari, as the discussant, brought
up his view on the paper and suggested some questions for future
research. Do Khac Hai then introduced the experience of Vietnam in
handling 33 bank failures during the past several years.

The second day of the Conference began with two concurrent sessions
on the topics of “Promoting International Cooperation” and
“Contingency Planning for Dealing with a Failed Bank”. In the first
session, Allan Popoff and Gulen Atay Newton both addressed home and
host country issues related to international cooperation. Mr. Popoff
commented on the role of the EBRD in assisting target countries in
preparing for the challenges of cross-border supervision, while Ms.
Newton pointed out that the first step in harmonizing banking and
insolvency regulation is to develop a regional financial framework.
Mario Alberto Beauregard Alvarez focused on the roles, mandates and
limits of deposit insurers in the financial safety net and said that
international cooperation could help them to meet their foremost
interest - minimization of costs. Peter Sinclair presented some features
of the optimum deposit insurance based on his study.

The second session addressed the need for contingency planning to
deal with a bank failure and it took the form of an interactive
presentation delivered by Jean Pierre Sabourin, David Walker, Michael
Mackey and John Raymond LaBrosse. The importance of contingency
planning and all major areas of deposit insurance was addressed by the
panel. Examples from Canada Deposit Insurance Corporation were
drawn to illustrate how related concepts can work, and an industry
supplier perspective from a Deloitte & Touche LLP representative
was also added.

Ricardo Tan turned the conference’s attention to the work on Guidance
for Promoting Effective Interrelationships soon to be issued by IADI. In
this regard, Winston Car delivered a sound presentation based on the
guidance paper that was prepared by a group that he chaired. Mutsuo
Hatano and Roumyana Markova illustrated the topic by referring to
some interesting Japanese and Bulgarian cases. Louis Chen cited the
examples of cooperation schemes in Korea, Japan and Taiwan, and
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proposed that IADI continue to develop guidance or best practices and
he encouraged the Association to hold frequent discussions and forums
to assist members to better deal with bank failures.

IADI’s Secretary General updated the conference participants the
Association’s recent and planned activities and then Neusa Fatima
Siliprandi of the Fundo Garantidor de Créditos invited everyone to
next year’s conference in Rio de Janerio. After that the CDIC (Taiwan)
team was invited and thanked by Jean Pierre Sabourin for their
outstanding effort in the organization of the Conference and for their
gracious hospitality. The conference came to a close under the beautiful
melody of a famous Chinese song “Story of the Little Town”.



Welcome Dinner on 27 September 2005
Remarks by Dr. Chuan Lin, Minister of Finance, Taiwan

Chuan Lin extended a most heartfelt welcome to all the guests from
around the world by saying “Whan-ying! Whan-ying!” ("Welcome” in
Chinese literally). He then congratulated the staff of Central Deposit
Insurance Corporation on the occasion of their 20" Anniversary and
wished them continued success.

Dr. Lin expressed his proud and honoured feeling to see so many
“movers and shakers” in the field of deposit insurance and financial
sector supervision, as well as officials from international organizations
and industry specialists from around the globe in such an important
gathering. He also thanked them for their support, cooperation and
information sharing that has taken place over the past two decades to
the CDIC, so the staff and management could learn so much from the
valuable experiences from other countries and from that it has grown
vigorously to become a much stronger institution.

In closing, Dr. Lin wished for a great start to the conference and
success of the IADI Annual General Meeting. He then encouraged all
participants to step beyond the line of conventional conferencing, and
to freely and boldly share their expertise and frank opinions. All these
efforts will culminate, he said, in a new road map for the related
industries and even their countries.

28 September 2005

Opening Session

John Raymond LaBrosse, Secretary General, International
Association of Deposit Insurers

John Raymond LaBrosse called the conference to order and said that
it was an honour to welcome the participants to the 4™ Annual
Conference of the International Association of Deposit Insurers
(IADI) on such a beautiful island and in an outstanding setting. Mr.
LaBrosse, on behalf of IADI, said that we all appreciated the hard work
and dedication of the individuals of the host organization, Central
Deposit Insurance Corporation. To give the participants a better
understanding about this country, he also introduced Taiwan by
drawing from a recent article from the New York publication Business
Week entitled “Why Taiwan Matters”. Taiwan matters he underscored
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