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Financial Sector Restructuring

Type of measure Measure Timing

Use of public The government will ensure that sufficient public{Ongoing
funds for financial [funds are allocated for the purpose of financial
sector restructuring, by ensuring that KAMCO
restructuring (Nonperforming Assets (NPA) Fund) and KDIC,
have adequate resources. It will do so by (i)
recoveries by KAMCO (NPA Fund), (ii) the
proceeds of sales of KDIC-owned shares in
financial institutions and other assets; and (iii} the
issuance of asset-backed securities. Only if the
revolving process is not sufficient for future needs
even after the two agencies own efforts and
financial institutions self-rescue, will the government
seek additional borrowing authority from the
National Assembly. The government will also
ensure that the two agencies activities and the
governments support of them are fully transparent.

Public funds should only be used to the extent/Ongoing
necessary to facilitate the liquidation of failed
institutions and the restructuring of weak but viable
banks. Restructuring which involves the use of
public funds should be limited to:

‘Private  sector recapitalization and  mergers
approved by the FSC, where there is adequate
burden sharing, which would be expected to
involve contributions of capital from existing or
new shareholders, and/or other stakeholders; or
‘Purchase and assumption (P&A) transactions; or
-direct recapitalization by the government with full
write down of shareholder capital and
replacement of management, in exceptional cases
and where a bank is of systemic importance.

In order to enhance the incentives for banks to|Ongoing

participate  fully in the corporate restructuring
process, no public funds, whether by way of
KAMCO (NPA Fund) purchases or capital
injections or other means, shall be made available
to banks which are not certified by the FSC to be
performing their role in the corporate sector
restructuring process.
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Supplement to Policy Matrix on Financial Sector Reform

As part of the Policy Matrix on Financial Sector Reform, the
Government is to adopt objectives and principles acceptable to the Bank to
be used by the Government in making decision on the implementation plans
of the seven undercapitalized banks, and other banks so identified, including
the provision of financial support by the Government. The Government has
adopted the following objectives and principles

Objectives

*Bring in new private investors with substantial capital at risk, and who are
fit and proper and will exert a positive, professional influence on bank
governance.

«Bring in new mangers with proven technical and managerial skills and
experience to operate and restructure banks of comparable size.

- After receiving support, banks are adequately capitalized, have adequate
liquidity and are sustainably profitable.

+Banks undergo operational restructuring in a minimum period of time,
rapidly implement world-class risk management practices, and resume
normal banking activities(e.g, lending to creditworthy firms),

* Government financial assistance to banks only provided where demonstrably
less costly to the Government than liquidation.

« Government recovers to maximum extent possible its financial assistance.

* Government sells its ownership interest within shortest period possible

Principles:

» Provision of financial support to banks by government may include equity
capital contributions in the form of cash or interest-paying financial
instruments, purchase of loans, purchase of subordinated debt, and/or

guarantees on bank assets.

NESH SHNS WA 2000 SSAXNSES AZS /s SHEY/UEH
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» Government will make transparent the criteria and processes for providing
financial support.

» Government will attempt to attract new capital from qualified investors
wherever possible, using the provision of financial support as an
inducement to new investment where required.

» Government support will be conditional upon approved restructuring
("self-rescue") plans and efforts by banks.

« Government will make transparent its exit strategy, including publicly
announcing its commitment to sell its ownership interests as soon as
possible.

- Financial support (including direct recapitalization) will be provided only
after capital has been adjusted to reflect its true value, taking into account
adequate estimates of losses in currently identified non-performing
assets(NPAs), as well as losses associated with a further deterioration in
loan quality.

+ Existing sharcholders of undercapitalized banks will suffer a significant
dilution of their ownership interests.

«In the case of mergers among undercapitalized banks, government will
provide financial support in an amount necessary to increase resulting bank
capital to 10% of risk-adjusted assets based on Basle Committee
risk-weighting criteria, and will obtain a substantial interest in the
bank(generally 80 or 90% or more)

«In the case of mergers among an adequately capitalized bank and an
undercapitalized bank, govemment will provide financial support in an
amount necessary to increase resulting bank capital to the level of the
adequately capitalized bank, which will in all cases exceed 8% of
risk-adjusted assets base on Basle Committee risk-weighting criteria.

«In the case of an acquisition by an adequately capitalized bank of an
undercapitalized bank subject to mandatory transfer (e.g., P&A transactions),
government will provide financial support in an amount necessary to
increase resulting bank capital to the level of the adequately capitalized
bank, which will in all cases exceed 8% or risk-adjusted assets based on
Basle Committee risk-weighting criteria.

NBEHBENZ2 WA 2000, SEFEME S e SHES /I MESE
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*In the case of mergers among an adequately capitalized bank and an
undercapitalized bank, government will provide financial support in an
amount necessary (o increase resulting bank capital to the level of the
adequately capitalized bank, which will in all cases exceed 8% of
risk-adjusted assets base on Basle Committee risk-weighting criteria.

*In the case of an acquisition by an adequately capitalized bank of an
undercapitalized bank subject to mandatory transfer (e.g., P&A transactions),
government will provide financial support in an amount necessary to
increase resulting bank capital to the level of the adequately capitalized
bank, which will in all cases exceed 8% or risk-adjusted assets based on
Basle Committee risk-weighting criteria,

+In cases other than mergers and acquisitions as set out above, government

will provide financial support only in the case of a new third-party
investment that will raise tier one capital to 4% of risk-adjusted assets
based on Basle Commitiee risk-weighting criteria, where government will
provide financial support in an amount necessary to increase capital to 8%
of risk-adjusted assets based on Basle Committee risk-weighting criteria.

*In cases other than mergers, acquisitions and new investment as set out
above, government will directly recapitalize undercapitalized banks where an
analysis is performed demonstrating that liquidation is not a less costly
option to government.
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Z%5ke] 3% 2 BISHIE 10%7F BAlY) SAHESE 39T, Newbridge= 237
F Y] Aol wel GF 29t 28GR SR A o oke o9
& BRI, B4, 3Re F9 ol drlpremium)E Adesy ey
o 5% (FFANEL] 10%)0] G BEFE 3dFe] 958 = du AFEds
H(warrant)& 7EAA gozH FF &89 HAJAKupside potentia )& /15
5k Wol gRaA Hik AlH, Agedye] Afshe 7EAAld daide <
FF 2dolfi(work-out 4l 3dond)o] RET @Al FEI}F uigds) Fa,
FdglEo] 28o] gi&Rdagd FEY ol sl Agole ARt olg HY
qEo2H v]EALle] FAgle] wE S48 BANEE sigjen ARE FE
2A Aagate) vizigdel slo] AYedo] wjgd Folx oJgiriute] {AY]
71 Aol Uik 58Xl ¥4Ed] olFold F JEE Fhed I9HE
Folstom ol s HAl A3 ojgt A4 ols))
E Al9fstae iAol BF gHEAZe] JFES S

Aol vz fehtel &3S siold] wAgEs Hz ARIEA oF
ol =] AFEAGRE JYskn AASEIEE £508HA Hol G s
Z1E FsH € A7 53E 948 £ JA Holen fayete] 448
A& divislell o] A ERIsA HAk EFL Newbridgert A|dede 9
FHLEAR f8 S8R A2 HEE By dodn ZAY AnE
FEAMREE AT £ELE A F e AVE /S AT ZdEA

olF ¢F2 FAFFA(TODNE EUE 71g3¥ 53 Alddle] 2A%S
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AYLdo) ExEH o ¥Y3l KFB Holding Companys} A|d-a)e] w]ze]
#E AFHA 20E& FYsta, '99.12.23(5) BAGS AASHLL

BAFL o] YojE BAFEAMY YWEE FASE Rowy I FauE
CEE A, Adedd TR QAo dEele 2ddHn 28 uA|
(Workout 41 & F¢718 9419 2% 3dwlA]) R § A HFRE
TAE ol wiglsla, 24 Hol deFdEe Aol she A% dFRET
A ol AHEH FoEM FFLle) 24zl g 28 &48 B
SRk B4, W4, Workout &34, Algle] o4le] 7B 23ujz Al
A mAeldt oile sgdle Agddz A AYgese] ARsiE, I
Workout Plan 2% o] nleg} 721 . CBE 89 A9 JZEEFAPT st
A, oAlo] olzrt 7hHE A9-ol 2000.69WA] FUES BRASIR s &
7] BHAE FYUE HAgEts, Workout o] 9838 348 F UxE Y
o 28 ATk GdER¥ETiis €2 GURTME ASABKL Alelojr} 31
A 9 Y Y 59 e B3t 239 7 9%9E Monitoring 3172
Epviag

EAGA A vl vzl Hed BE HAE 99dU7tA mRERldhe
9, Newbridget= 20001.209 AEoi$)g 5000998 delsin A Lo
UNFFZFIE M3 B e AYTeaH BH2Q] A9E A8
Al =33k

BASAES YA dIFRPFAE iA7ELY 9dEE Viees
Newbridge7} <l4°3}3] °‘71§ gk FRIAEA B HFA § AASIE F

A7} 35, G AS B 9% 2AA0E 58 Lanizel Qsie @

B, g AYedy ARFE 124 F£Fog FAIRE i}oﬂ FEH
TARs AlYes)e] DA AMIAE 247 FAl 14298 SR e W
o2 3tk

ol=H 2zte] 23 AQLe] ajsiuhzio) Hp mHERlEA HLThS)

95) AYSH UEHVY FoUy
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AYL3 sjeplztel] mE FHAE FEe FHEYY JEo] okl AFE
71 AT Q8F ol HeHA X oHldS VIELE WrlEoor & Aol
570 El&ed AHer 98 Aw9.6x9) e By Adesye] A BdEE
FERES Bgvkeslin], AYFAME aedge]d Y e 20~30%
& HgoRE AHud FYel dv ul, ALy AHHlE-e oo 4 He
RO oAdgrt
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9
2R B4 VINES 2SI QA BEAR e Emes

i’]f‘

g

dEe 24 2

Ao| BHAAGD g ALY 2719437 AFen, AdeAe HA
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)\1-;53-31}_ )\h;H Hlo] g;l
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AYe s ARw ATH Adsielr gl AW dst

FHEEA7L Adegs ¢l4sly] Y =48 5329L Clean Bank® A
B A2 HAZAG 7122 Y Aoy, AGEISe] Had BAF
ade 25 FARAHRYE 93 FUE FHAE Rud gy vnd e
& Aotk EF RrRoAZ £243 5HHUL EAYe] e wE ol i3]
A AlggE] el AR BAgo) AFEA 2 Aoy, FrelArF AYAGA
A G PG A AN 5L B oy sos Fx Prhwol
oF & Ao, %] ZAF s AN, F5AEe] ok, FAHsAe] 9
o, THAE FE7bsde 57 5 2ok £ 0)9g de AL HHME o ¥
Rold}.
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64792
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o HAYNNE} &7

(3) ME2
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» Z-Fgslol okl MOUAA

ARe Meedd tisiiz Ad28H A semde FAIE s
99AQZ27A ALt e Axle] wet oizhg FAMBIF o, '99.2.22(8) A
Al #HeEFesid HSBC(The Hongkong and Shanghai Banking Corporation
Limited) 287 & wjze] B3 Fezdel gefsln FzHHMOU:
Memorandum of Understanding)& m#3sl¥ch HSBCw, #53dE FHEFA
¢l BankerXx|o] 2spd 971249 Y& 24k 473698, BIS Bl& 14.2%, A
Hsold] 82918-& Al#st Sle AA AHdl - H9%F 280§ F shioln 37
B2} fe] A FA A (strategic investor)o]th%8)

MOU9] Fau-8-2 A, QZPM- YEEAQE 7€ MELPo Ry B
Z5t A2 HHE FAAAEFE7]18(Bad Bank)ol] o]H3in FAALY £
o WE L&MW HEy) HRW}._EM 2388 Clean Bank AMEE x@a)od of
ZsP|2 sislen, B4, ARe AARAEY 30%E 2§38k, HSBCY § A&
£ Al 19% A& sl WarrantE BAHA o] glo], A=A e]
g nHT HdEH AEEL 49%0] AFEF slqinh AA, BR{gAEe AE
& HSBCE dFARosyE 49% 3/0€zh BYAEGAE oYg3d7d(Call
Option) ®-&38}1 HSBCY} Call Option E3JAFA] HE = 17+ HSBC o 3

O

97) MEEE UM 2945
- 19983 MOl EATAYIRE 7t T
- BIAPEQ] MEH(AR, Coopers & Lybrand) 7 ARt B 414}
- SRR BT ARRIANE LY
- 1999422224 EE4E0|S2d mag g YHIHE HE
- 1990 3E ~ 98 AH4) - BAD AR, ¥at 29
- 199938931 M A A wF W A2l it AYEEAE EOAE Li
- E HEY JBoE 19993 98 E »‘?’-@xﬂ?ﬂ Uizt 3E 32014910 EAL g
- 2000348149 29 TolAIW ol BAEREA A HE
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14.2%, AAgole] g221%, ROE 20. 7%: AlEEEE e A Ho - 29" S8718 8 shu
o 1865 T EZASI0SBE FHE &9k 1950480 &8} o)F AEAF HE W 94E Eh A
o, 19323 Midland BankZ @I45iAl A4 A2 o8 24591 138k A g I88y
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HBF AR =4 FH(Put Option) W31, o] A HSBCE 24 ol £
gfof =5 sl WA, HSBCE &3¢49) 7l dAZAQRGE)S X
of g8k, othalal, Qg 2Rt H’éﬁ}ﬂ“ 3¢ 13 dE<t Bad Bankell wijz}
TFedtE® slal RANRE BYEL FEEEUINECE VIR Stk oA,
e 249y e Hug i%“%ﬂ" | #18] HSBCe 7Z9a& AYs)
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SERS EEl
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SURET 4o U ARk 255k F0l teE § 299 SRR
A% BT T 8 WYART $2AA HAsE H §L g
B3 dash AU o)F FHe 2UFF Foe PUIAIE FUF
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ARe qgeds] 297 WY 28] 0uF moleds] AYNEA
oS Wl Hr} 243 AASE 22317 sl 20004.149 Eo]X]-28%)a)
TR AREARRS A EEINY B AEAke BAE 21E(Technical Assistance)
% 99 2 Wgo2A soede] we Aduel NeLdn Fo 49
Ao e Ao] FUHT SolNLBS WS AR Wrdele] HeLu
AN, AYVe), JYAFE Fo BRo] U FRAM AR WAL W

#3712 shadv
AuAoke] Fauge A, EolALRe TelAeus) AT st
TR AGE AP e 59 § DG 713 U] CEO ¥ T8

A@zle]l HAE AYIVZ AT, X, Zolxlede] 28 AFlES s
o M&edlel JY(front office), YFT] FHYF(back office)e] wizt Ak
AAEE B okAfl 7 sE(International Best Practice)e] £33l YR 4%
ATt FRANMAIErestructuring  plan)g  $H3ks F YHFF(core
disciplines) 2gt % FAHA FZALHAAE FHE AR &9th Aoy
KHE-2 7]1ha-§(Corporate banking), ZArliE-g(Retail banking), MEAIY, =

99) LOlX 2@ (2MA Mr. Rolfi-E Breuer) & FEE B4og AAACNA] ALIEE, 7IYS8, =AY
U, FRAEE W AKRIBEIYES B8 296t e ohad SETIHMeR 99,128 71E EAE 8.399
A8, BISUIE 12.0%, MEeold] 41938, ROE 23.3% Al@om U= AA EHpew

o 19993 79 6% U|ZQ BIC (Bankers Trust Company; & @HoZ AnEE D=8y 2okg Al
A ASUSE Ba
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A8, AS(Treasury) ¥ JUHE(Front office)d} 212938 2a)(Credit risk
management), HIoF(Workout) & H3Ie]XE(Risk management), AHj
+Z(Corporate governance), F21% AL @aKInformaton technology),
49" (Logistics), +%(Operation), &)A| ‘“-j:} e, Al S Audit/
12 gich AlA,
2N B R3Sl vl 9@ Agky] T%ﬁ} 73%‘71(management) g 23

T3 A, A4, AvlEg, &% (operations)BEEol] FolxL8)e] LPARIIES
T} 3} :IL}JH){;?QFQ A8l Fosles 5 FRA M (restructuring)e] AE X
A - AFEsr= ?‘5}9\513}-
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E 5 I 8 5 A9t 443 249 & A Ao Sdsk
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b iidRAAEE el ¢2FA 5skn or, e ¥ 28]
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(¥ 2-54 ) AMEzad 23 3813 E_lsid
(95 44
A8 Halxf F gl e £ A
A
X E SXHA | gy | MAB) ©) (A+B+O)
-%_»—2 zﬁi‘_%}%gx}a 40701 20327 | 61,028 . 61 028
zs}—rx‘r—f- - 8,566 8,566 - 8 566
2H() 40,701 28,803 | 69,594 - 69,594
FEFAE L) 7 500 1,319 8,319 2,700 11,519
H(7+L) 48,201 30,212 | 78,413 2,700 81,113
1) AR Q4 i@
(4) 571 Melad e SIS x|
19973 7o 8 i=5gaE 100% JYT AL BISA7|AHRHIE 8% &

2AaskA] 25 28 1270 2i(AYegw Aeged) Ad)E FEEHEddl
3] 1998\ 64 299 FAASIAFo] BE4RlE 57 23523, T,
28, S8, F71ew)e Feols SeueteilA 5’—33'}3%013?" 5‘%*‘19&
YT o5l DAz FFo] ZAHYG: 5 L) Apols B
99 AP ABA BAE AA goial v Fepl ol
BoH, & Ao Aade] FHAEALIY qEE AA EFEo] AYHUG.

S/hede] Eleutale gofgt RALd MePide ragatde TR
SHE, Aldzo2e] A AgelRdZA o= Q).

Aepol AL HA @ o A 712’?:7} e Ardel AKE dgHe
B ojH3hz ALRA FYY AF e 53 ddierd 54438 FA4E ¢
A= MM At - BA] EE F9E ‘Q T e dElE TZHoR ks
T G FEde Rolzh omin), mlm AdFRPIFAF Eahe
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e SEs veol Fold B4} 7
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102) vlar ghldoll S EEEAS] T4
@ =g B ol SrhAlFw4] (close a bank and pay off the insured deposit)
- BARREE H25n RHAS0) ek oK Z2skE Wl
CAlEREEAZY AR £ Gl HE Woroga o ARYAE ZAEE B SBAT sxe
erdsto] FHEA 7] wWEo] AY AMEEA L1 U=
@ HEado] oift T4 Ryod QTR (insured deposit transfers)
- £ ARagol BHloiZx Holg] olEARE A48 & B HHASYoR slod AFETraol ¢y
ol EAR2E BRdZxlo)A oSS iASPIEE ik Wil
FREAEE et R Qa8 E Q4 Ed e o
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IMF Government Financial Statistics Manual 7]&d] wed Z7)52
T FTUA(LNEA, BEHA, FEFE, T3S BY AR § =)
b AR AE 9 oiAREE Aw AR ouich gl FETEzy o
¥ BEAT 64xd 5 7P AFE BED AR A5} §shea)o)
e HE T Sy AFs SRl Ay

GrlA 64xHdY FHAFE IR e A9V dou o
AR} AFE BIF SIARolY] wie] IMErIEY S/ o] 285
o Hres A SrPEEe JehA g@A gk

PAAqEnidE sl ALd AL ARtgedIArE FAARe e g}
HOZ AERQ F rFediet & 70 Wz dEe] Qe Jhsst
3, Fg71EY FRE Y3 A% Age] AfelE FgvIEe] AyEEd
FIPY destd SR oldegx HE 5 g Aolch gk dguX|
H FEeS A AMe 29 HEFEUIEY Z9AN FedAE §
3 AR HAE 4 glont 1 wre) BEL 38 £ glA ok

A, EARlEe 2R3egdEer BAY £ v JERAEEY
&g FEE AR E GAE srhRe A8E 7tedL ok

ZF) IMF GFS Manuatdl S7HA5
T F7AT SAT SUER AF B YRtER (FUER +ARER) AR Eo8 &4
* Debt statistics should correspond in coverage to the government being studied, that is,
central government, general government, etc.
@ =717 BE 4E Y oIAREE X MR 2§
« Only the =ecognized direct financial obligations of the government which are serviced
through  srest payment and/or redemption should be included in debt,
@ =t AREE & 2eAT, B9 AR, S7RARR Z4HeR BEnR) g AR
& - Z7RFiA ALY
« Government guarantees of the debts of others should be excluded, along with other
contingent liabilities, until the government is called upon to take over and service that
debt,
* The monetary authorities” obligations-for currency issues, for example-are excluded from
government debt, as monetary authorities’ functions are considered to be not a part of
government but of the financial institutions sector.,
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