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Executive Summary

Stability of financial institution system is instrumental to the whole economic
system because financial institutions can be seen as financial intermediaries for the
system; at the same time, a source of loan and deposit taking for all individuals and
business units. Therefore, effective supervision from regulators along with financial
discipline will be more important. Furthermore, a preparation for financial institution
both before and after license withdrawal must be emphasized in order to reassure all
subscribers.

As a consequence, deposit protection system plays a pivotal role on that;
however, the core principles of effective deposit protection system by The
International Association of Deposit Insurers (IADI) can be stratified into several
approaches, but the main objective is to strengthen financial stability and protect
small depositors with less complicated transaction. Likewise, it suggests those with a
large amount of deposit to be well prepared. This can lead to an ultimate goal of the
system by reducing the tendency for bank failure, moral hazard and increase
transparency and confidence.

According to the core principles, Thailand Deposit Protection Agency was
established under the Deposit Protection Act B.E. 2551 with the blanket guaranteed
before converting to limited guarantee with 50 million baht and one million baht
starting in August 11, 2011 and August 11, 2012 respectively. This will affect some
kinds of depositors including funds that raise the money and invest on behalf of their
members such as Government Pension Fund in both central and local level, Social
Security Fund, Provident Funds. In addition, nonprofit organizations, religious entities
and escrow agent will inevitably suffer from this limitation.

However, the government entity still provides room for the equity of this
scheme by allow an article no. 54 to legislate the royal decree in order to extend the
coverage level for specific depositors.

As the reasons already mentioned above, this research project is conducted by
collecting both primary and secondary data along with the principle from related
parties and stakeholders. This can contribute to final result and policy
recommendations.

After analysis from the data we have, the researchers found that the level of
coverage must be evidently specified; however, the level of coverage mostly depends
upon the government’s objective. If the government would like to protect the
financial institution’s stability, the coverage will be higher. On the other hand, if it
focuses mainly on small depositors and moral hazard reduction, the coverage tends

to be lower. However, Level of Coverage for Different Institutions and depositors is
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mostly the same for the whole system in order to avoid the benefit that one can gain
over others.

Moreover, the deposit protection scheme can be divided into three types
based upon the type of depositors covered. First, the scheme that protects only small
depositors and excludes any organizations or juridical persons can be found in
European Union country’s members. Secondly, the scheme which treats both
individual depositors and institutional depositors in the same way with the same
amount of coverage can be mostly found among the countries which adopt this
scheme such as United Kingdom, The Philippines, Malaysia and Indonesia. Lastly, the
scheme which specially treats some kinds of deposits such as pension account to gain
an extra coverage separated from individual account. Singapore. Canada, USA and
Taiwan belong to this group.

When we consider the global practice with the depositors’ statistic, we found
that the depositors under our research scope have the total of deposit approximately
230 billion baht from the total amount of 6.9 trillion baht or only 3.33 percent;
however, if the coverage reduces to one million baht and the bank failed, more than
23 stakeholders will be adversely affected but with small amount and mostly less
than one million baht per member which can be entirely covered by the current
scheme.

However, the depositors’ behavior is very sophisticated; they are well
planned by taking both security and the return into account. Moreover, most of them
acquire or hire advisors and specialists in order to assist them on asset management;
as a result, they should be excluded from a special coverage but still qualify to get
the same treatment as other depositors according to core principles of coverage
which are Less-Financially-Sophisticated depositors, Simplicity, Equality of treatment,
Coinsurance should be avoided, Consumers should continue to have degree of
responsibility for their decisions, Liquidity Smoothing and Investment oriented.

Therefore, the scheme should mainly highlight on small depositors rather
than these sophisticated counterparts. As for nonprofit organization, we have
perceived that the government who also works for all Thais still does not get an extra
coverage and there’re no any countries to provide such a special exclusion. Moreover,
if the government allows the extra coverage, there will be an inequality among these
depositors since it is too difficult to establish distinct criteria and the amount of extra
coverage for those who are and who are not be specifically covered.

Although there will not be an extra coverage extension currently, depositors
under this research can adjust themselves during the transition period by emphasizing
the stability of financial institutions with their basic information including the financial

statement, BIS ratio, non performing loan, credit rating or acquiring experts to advise
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them on asset management. Moreover, depositors can also split their own deposits to
other financial institutions or other financial products offering higher return provided
that they can accept the higher risk. The government, in addition, can support this
smooth transition by providing the information to be available and easily accessed for

the depositors and ensure the robust supervision process.
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FDIC Mission
The Federal Deposit Insurance Corporation (FDIC) is an independent agency created by the Congress to maintain
stability and public confidence in the nation's financial system by:

® insuring deposits,

e examining and supervising financial institutions for safety and soundness and consumer protection, and

® managing receiverships.
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« Federal Deposit Insurance Act

Section e Definitions

() The term "deposit" means--

(@) the unpaid balance of money or its equivalent received or held by a bank or savings association in the usual
course of business and for which it has given or is obligated to give credit, either conditionally or unconditionally, to a
commercial, checking, savings, time, or thrift account, or which is evidenced by its certificate of deposit, thrift
certificate, investment certificate, certificate of indebtedness, or other similar name, or a check or draft drawn against
a deposit account and certified by the bank or savings association, or a letter of credit or a traveler's check on which
the bank or savings association is primarily liable: Provided, That, without limiting the generality of the term "money or
its equivalent", any such account or instrument must be regarded as evidencing the receipt of the equivalent of
money when credited or issued in exchange for checks or drafts or for a promissory note upon which the person
obtaining any such credit or instrument is primarily or secondarily liable, or for a charge against a deposit account, or
in settlement of checks, drafts, or other instruments forwarded to such bank or savings association for collection,

(o) trust funds as defined in this Act received or held by such bank or savings association, whether held in the trust
department or held or deposited in any other department of such bank or savings association,

(o) money received or held by a bank or savings association, or the credit given for money or its equivalent received
or held by a bank or savings association, in the usual course of business for a special or specific purpose, regardless of
the legal relationship thereby established, including without being limited to, escrow funds, funds held as security for
an obligation due to the bank or savings association or others (including funds held as dealers reserves) or for
securities loaned by the bank or savings association, funds deposited by a debtor to meet maturing obligations, funds
deposited as advance payment on subscriptions to United States Government securities, funds held for distribution or
purchase of securities, funds held to meet its acceptances or letters of credit, and withheld taxes: Provided, That
there shall not be included funds which are received by the bank or savings association for immediate application to
the reduction of an indebtedness to the receiving bank or savings association, or under condition that the receipt
thereof immediately reduces or extinguishes such an indebtedness,

(&) outstanding draft (including advice or authorization to charge a bank's or a savings association's balance in another
bank or savings association), cashier's check, money order, or other officer's check issued in the usual course of
business for any purpose, including without being limited to those issued in payment for services, dividends, or
purchases, and

(&) such other obligations of a bank or savings association as the Board of Directors, after consultation with the
Comptroller of the Currency, Director of the Office of Thrift Supervision, and the Board of Governors of the Federal
Reserve System, shall find and prescribe by regulation to be deposit liabilities by general usage, except that the
following shall not be a deposit for any of the purposes of this Act or be included as part of the total deposits or of
an insured deposit:

(A) any obligation of a depository institution which is carried on the books and records of an office of such bank or
savings association located outside of any State, unless-—-

(i) such obligation would be a deposit if it were carried on the books and records of the depository institution, and
would be payable at, an office located in any State; and

(i) the contract evidencing the obligation provides by express terms, and not by implication, for payment at an office
of the depository institution located in any State;

(B) any international banking facility deposit, including an international banking facility time deposit, as such term is
from time to time defined by the Board of Governors of the Federal Reserve System in regulation D or any successor
regulation issued by the Board of Governors of the Federal Reserve System; and

(Q) any liability of an insured depository institution that arises under an annuity contract, the income of which is tax

deferred under section elo of the Internal Revenue Code of excbo.
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(B) Wurlnlu IBF (International Banking Facility) Fasauds time deposit
fifienailne the Board of Governors of the Federal Reserve System in regulation D
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¢ Federal Deposit Insurance Act

Section e Definitions

m) INSURED DEPOSIT.

(@) IN GENERAL.--Subject to paragraph (), the term "insured deposit" means the net amount due to any depositor for
deposits in an insured depository institution as determined under sections ei(i) and ee(a).

(o) In the case of any deposit in a branch of a foreign bank, the term "insured deposit" means an insured deposit as
defined in paragraph (e) of this subsection which--

(A) is payable in the United States to--

(i) an individual who is a citizen or resident of the United States,

(i) a partnership, corporation, trust, or other legally cognizable entity created under the laws of the United States or any
State and having its principal place of business within the United States or any State, or

(i) an individual, partnership, corporation, trust, or other legally cognizable entity which is determined by the Board of
Directors in accordance with its regulations to have such business or financial relationships in the United States as to make
the insurance of such deposit consistent with the purposes of this Act; and

(B) meets any other criteria prescribed by the Board of Directors by regulation as necessary or appropriate in its judgment
to carry out the purposes of this Act or to facilitate the administration thereof.

(en) UNINSURED DEPOSITS.~-The term "uninsured deposit" means the amount of any deposit of any depositor at any
insured depository institution in excess of the amount of the insured deposits of such depositor (if any) at such depository
institution.

(&) PREFERRED DEPOSITS.--The term "preferred deposits" means deposits of any public unit (as defined in paragraph (e))
at any insured depository institution which are secured or collateralized as required under State law.

? Section e

() INSURANCE OF TRUST FUNDS.--

(@) IN GENERAL.—Trust funds held on deposit by an insured depository institution in a fiduciary capacity as trustee pursuant
to any irrevocable trust established pursuant to any statute or written trust agreement shall be insured in an amount not to
exceed the standard maximum deposit insurance amount (as determined under section ee(a)(®)) for each trust estate.

(o) INTERBANK DEPOSITS.--Trust funds described in paragraph (@) which are deposited by the fiduciary depository institution
in another insured depository institution shall be similarly insured to the fiduciary depository institution according to the
trust estates represented.

(o) BANK DEPOSIT FINANCIAL ASSISTANCE PROGRAM.--Notwithstanding paragraph (e), funds deposited by an insured
depository institution pursuant to the Bank Deposit Financial Assistance Program of the Department of Energy shall be
separately insured in an amount not to exceed the standard maximum deposit insurance amount (as determined under
section ea(a)®)) for each insured depository institution depositing such funds.

(&) REGULATIONS.--The Board of Directors may prescribe such regulations as may be necessary to clarify the insurance
coverage under this subsection and to prescribe the manner of reporting and depositing such trust funds.

® Section @ ..

(a) DEPOSIT INSURANCE
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o
Setting objectives
Principle @ - Public policy objectives: The first step in adopting a deposit insurance system or reforming an existing

system is to specify appropriate public policy objectives that it is expected to achieve. These objectives should be
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formally specified and well integrated into the design of the deposit insurance system. The principal objectives for
deposit insurance systems are to contribute to the stability of the financial system and protect depositors.
Explanations and supporting guidance

Public policy generally involves the selection of goals and the means of achieving within a specified context. Public
policy objectives are a component of public policies, normally involve formal and informal expressions of intent and
are meant to provide and focus. Public policy objectives should be formally specified; for example, legislation or a
preamble to legislation.

The focus of protection should be on those depositors who are generally not in a make an informed assessment of
the risk that the bank to which their funds are may fail (e.g. retail and small business depositors). The policy objective

is therefore protecting those who most need protection (and cannot afford any loss of funds).

Principle o - Mitigating moral hazard: Moral hazard should be mitigated by ensuring that the deposit insurance
system contains appropriate design features and through other elements of the financial system safety net
Explanations and supporting guidance
Ensuring that a deposit insurance system contains appropriate design features such as: placing limits on the amounts
insured; excluding certain categories of depositors from coverage; and implementing differential or risk-adjusted

premium systems can mitigate moral hazard.
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Ty BRUNINYARASTTUAT b&o,000 WIHYaNITFHRTY
VTRV b&o,000 WILYEANITT ABlAVRIUYTTIULAALT Y
UBRuUrNINan1sInEeMene b&o,000 WIHYEaNITFHRTY

(Certain Retirement Accounts)

Jey® Revocable Trust Accounts b&o,000 WRUYANTFATIY fokTuNaUstlev
geanliiiv @ 57e

Uy BRusINvaniegsna ieudu b&o,000 WITUYANIFHIROIANT
naanIUBIANIYIlaiuanmanils

Jeyd Irrevocable Trust Accounts b&o,000 W3LYANIFEMTU non-contingent,

ascertainable interest of each beneficiary

jey% Employee Benefit Plan Accounts | lb&o,000 WsHYaNSFAMIU non-contingent,

ascertainable interest of each plan participant

Joydvasiguna b&o,000 WRHYANIFRRMIENUNiAugIa

sULUUMIANATOIYes FDIC Thalanasfiansanlusigaziden iloifiouides
lunsuensenuduasadiuaithnunsssnmomihsnuduaseadusn ielududnyifions
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FDIC IffmunanuAunsestiyuuy Certain Retirement Account 7
b&o,000 WsyavigAase FuiyTieglunay Certain Retirement Account

(@) Individual Retirement Account (IRA) ﬁgﬂua"m Traditional IRA, Roth
IRA, Simplified Employee Pension (SEP) IRA, Savings Incentive Match Plans for Employees
(SIMPLE) IRA

(o) Section @& deferred compensation plan account @UsUNTINIIU
A5y wasantunsing tneazlunisamulaenss (Self-directed) wielilafla

(en) Self-directed defined contribution plan account, such as self-
directed @oa(k) plan, self-directed SIMPLE IRA held in the form of a @oe (k) plan, self-
directed defined contribution money purchase plan, #3® self-directed defined
contribution profit-sharing plan

(&) Self-directed Keogh plan account (or H.R. @o plan account) @%3u
self-employed individuals

Tnefienuves Self-Direct vanefs nsiidivesdisrnalumsindulainaginu
Taamuila sadsdrunadadulafiazthfuludnliisuasiduasoslag FDIC

Fetnawea Self-Direct fiddgyde mnmsehnRuduununsamumdn
(Default option) Thtiaandu Self-Direct 399n Retirement Plan Usznaunlgninauiiles
o 918 wazupdmuuaikudhndunadeniiedmsunisamu fodnly Self-Direct
wilunsgl Retirement Plan AMvualiduehnduiissnadenifeiveanisaau fedmidneu
laiflenalumaidenasu nsdiddedliifu self-Direct ogslsfinu msladsunausslovily
iy Self-directed retirement accounts a¢laildiivanslunsldsumnudunsodiu

il RuenunstssavlunguiensinBenen lifiedndu Certain
Retirement Accounts @A Coverdell Education Savings Accounts (formerly known as
Education IRAs), Health Savings Accounts ‘Vi'i’ej Medical Savings Accounts %“L‘Uuﬂﬁﬂumaﬂ
LUy Single accounts %39 Trust accounts %uasﬂuaﬂwm”“uawm% uaﬂf\]’m‘u ‘Uz:U“UNumﬂ
Meld com(b) dmfuninanuantumsinmniads esdnsildiunmseniiun® uagmaun
WwuReAunU Ugytkuein Defined-benefit plan Te1ndu Employee benefit plan
accounts LLazlﬁ%JUﬂﬂiﬁ:uﬂiaaLLUU Employee benefit plan accounts

TudunsAuAseIwuy Employee Benefit Plan Account aziludurnly
JULUUYBY Pension Plan, Profit-Sharing Plan, defined benefit plan VED) gﬂLLuuﬁuﬁlﬂsﬁms
asulagnsa Tay@iushn Employee Benefit Plan Alf3urudunsosasiiisdndiuvosniny
\Juidve (Pass through Coverage) a¢lasumnuduasaavinty wRuALANATEEAN el
JEUUANATOIRWNAR Y

winmsfuuiuinldsumuduases awAmnandndumududives
Sudnuatliiuaiuiildsumnuduases el ToFRldsuanudunsesiuy Pass Through
Coverage 9¢l1i571i4 Health and Welfare Plans 1flasannliiansnsasyydndrugiunausslov
1§ wsgnausylosiiidfunausslomingldfuasfntudefimaiondoaviatu (Contingencies)
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