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Introduction and Overview
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Regulatory Status Quo in the EU

• Directive on Deposit Guarantee Schemes
94/19/EC – new draft from July 2010

• Directive on Investor Compensation
Schemes 97/9/EC – new draft from July 2010

• Proposal for a Directive
establishing a framework for the
Recovery & Resolution of Credit
Institutions – new draft from June 
2012

• No EU-Regulation on Insurance Guarantee
Schemes – but planned
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Overview of the EU framework for 
Crisis Management in the Financial Sector
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Scope of the Proposal
Crisis Management  (meaning: preparation, 
recovery plans and resolution)
for:
• Credit Institutions
• Investment Firms  
• Subsidiaries: financial institutions, 

(financial) holding companies, parent 
holding companies, branches (head office 
out of the European Union)
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Scope of the Proposal (2)

- Directive gives a general framework 
- many details shall be elaborated 
later by EBA (26 technical standards 
and 9 guidelines)

- EBA discussion paper on a template 
for recovery-plans May 2012
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ImplementationTimeline
- Draft directive issued by Commission on

6th June 2012
- Directive was sent to the EU-Parliament 

and the Council (1st report to EU 
Parliament was made by Raporter) 

- Directive shall be finalized by mid-2013
(Summit meeting of December 2012)

- Directive shall be implemented nationally 
latest end of December 2014
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Commission Proposals in Detail
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Recovery and Resolution Plans (Art. 5 
to 13)

Recovery Plans (by players):
- Early action based on Recovery Plans to 

prevent the escalation of problems
- Banks are required to draw up Recovery

Plans
- Recovery Plans shall not assume access to 

public financial support
- Involvement of the Resolution Authority

and the Supervisor
- Groups are required to draft plans on group 

level and for individual institutions
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Recovery and Resolution Plans (Art. 5 to 13) - 2

Resolution Plans (by authorities) :
- Shall allow to resolve a bank minimizing taxpayers 

exposure to loss while protecting vital economic 
functions 

- Resolution Plans will be drafted by the Resolution
Authority in cooperation with the Supervisor

- No involvement of the bank
- Plans are reflecting different scenarios incl. a systemic 

crisis and the application of the different resolution 
tools

- Plans are for the individual institution and the group as
a whole

- EBA guidelines /technical standards for assessment of 
Resolution Plans (still to come)
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Resolution Authorities

Public Administrative Authorities e.g.:
- central banks
- financial supervisors
- ministries of finance
- deposit guarantee schemes
- special authorities
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Powers to Address or Remove Impediments
to Resolvability (Art. 14 to 16)

Goals:
- Reducing complexity through changes to legal or 

organizational structures
- Reduction of individual or aggregated exposures
Means:
- Restricting or preventing the development of 

new business lines or products
- Issuing additional convertible capital instruments
- Imposing reporting requirements
- EBA guidelines /technical standards for 

assessment of resolvability
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Intra-group Financial Support (Art. 17 to 23)

- Overcome current legal restrictions 
to the provision of financial support
(Legal certainty will increase)

- Voluntary basis (maybe submitted in 
advance for approval by shareholders)

- Safeguard: supervisors have power to 
restrict or prohibit 
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Resolution Actions
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Early Intervention – Special management 
(Art. 23 to 26)

Supervisor may order:
- implementation arrangements and 
measures set out in the Recovery Plan
- draw up action plan and timetable for 
implementation
- convene shareholders meeting
- appoint a special manager
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Objectives & General Principles (Art. 26 to 
29)

- Resolution conditions (insolvent 
or close to insolvency + public 
interest)
- Allocation of losses between 
shareholders and creditors is a KEY
- No creditor worse-off rule

17



Valuation (Art. 30)
- Market value of assets and liabilities 

(valuation shall not assume extraordinary 
public support)

- Independent expert involved
- Urgency: Resolution Authority provisional 

valuation - afterwards complemented by 
definitive valuation of independent expert
(adequate safeguard?)
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Resolution Tools and Powers (Art. 31 - 64)

Tools:
- Sale of business
- Bridge institution
- Asset separation
- Bail-in
Powers:
Resolution Authorities will have the power to
- determine if a resolution action is in the public interest
- take full control over the bank and may apply all the 

instruments
- combine instruments if necessary
- verify the level of bail-inable debt instruments (Art. 39)
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Cross-border Resolution / Relation with 
Third Countries (Art. 80 - 89)

- Resolution colleges to be formed
- Participation and mediation of EBA
- Cooperation agreements with third 

countries as precondition (in line with
EBA framework for administrative 
arrangements)
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European System of Financing Arrangements
(Art. 90 - 99)

- RF target level: 1% covered deposits in 10 
years 

- Additional ex-post financing
- Contributions adjusted in proportion to the 

risk profile of contributors
- Policy target: DGS (1%), RF (1%), DGS/RF

(can be 1% only!)
- Borrowing facility (?)
- Other forms of support (European Stability

Mechanism)
- Contributions of DGS

21



European System of Financing Arrangements
(Art. 90 - 99) - 2

Use of Funds
- Guarantees
- Loans
- Asset Purchase
- Contribution to bridge institutions
- Group Resolution
- Borrowing between financing arrangements 

in the EU
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Implications on DGS
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What Role is Assigned by RRD to
DGS?

- Step 1: at minimum bail-inable debt determination RA is
taking into account “the extent to which the DGS could 
contribute to the financing of resolution” (Art. 39)

- Step 2: DGS calculation of ex-ante contributions for 
financing arrangements (Art. 94 par. 2)

- Step 3: DGSs are liable (up to the amount of covered
deposits) for the losses it would have had to bear under 
normal insolvency proceedings (Art. 99)

- Step 4: DGSs rank pari passu with other senior creditors 
(no depositor/DGS preference)

- Step 5: If depositors needed to be reimbursed (resolution 
fails), DGSs should also payout depositors (double 
payment with little chance of recovery!)
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Concerns of DGSs

NO involvement in / determination of 
• resolution objectives/plans
• public interest
• fair valuation
• access to failed bank data
• resolution actions
• least costly resolution

… unless entrusted with powers of Resolution
Authorities!
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Limited Safeguards for DGS
 Valuation
 Action must be “proportionate”
 No creditor worse-off general principle
 Notification to EBA and to the institution 

under resolution 
…aren’t they too vague? 
Note: Limiting resolution costs effectively, DGSs
would prefer „the one who pays, also controls”
principle to the one „no creditor worse-off ”!
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Safeguards for DGS (2)

- Resolution Authority should work 
together with DGS and other partners 
of the financial safety net
- DGS get access to the Resolution
Plans
- „Special safeguards” against double 
payment (Art. 99). 
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Safeguards for DGS (3)
Possible NEW safeguards for DGSs: 
1. DGS should be included in the Recovery and 
Resolution Planning. 
2. Resolution Authority should cooperate closely 
with the DGS in the preparation, planning and 
application of resolution decision. 
3. DGS must have its own right to assess the bail-in 
decision and make its own valuation of the assets 
and the possible losses. 
4. It must be ensured that no double payment by 
DGS can happen, if bank resolution fails. 
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Current State of Play

29



Current State of Play
 Recovery and Resolution Directive compromised text 

published on 15th January 2013 by Irish Presidency 
 The Irish would like to complete RRD by the end of 

their term until 30 June 2013
 Irish Presidency published five working documents 

‘Discussion paper from Presidency’ on 10 January 2013:
◦ Bail-In
◦ Proportionality
◦ Home-Host
◦ Early intervention and write down of capital 

instruments
◦ Special Manager
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Current State of Play (2)

 Some changes made (most of the main 
issues remain unchanged):
◦ Requirement for annual Recovery Plans – Art. 5
◦ Recovery Plan indicators – Article 8a 
 EBA to develop qualitative and quantitave indicators 

within 12 months from the date of entry into force of 
the Directive

◦ Resolution Plans – Article 9
 Details, requirements of the resolution including options 

for applying the resolution tools and powers
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Current State of Play (3)

 The bail-in tool and scope – Article 37 & 38
1. Member States shall ensure that the bail-in tool may be 

applied to all liabilities of an institution that are not 
excluded from the scope of that tool pursuant to 
paragraph 2.

2. RAs shall not exercise the write down and conversion 
powers in relation to the following liabilities:
a) covered deposits
b) any liability that arises by virtue of the holding by the 

institution of client assets or client money, or a 
fiduciary relationship between the institution (as 
fiduciary) and another person (as beneficiary), 
provided that such client or beneficiary are 
protected under the applicable insolvency law.
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Current State of Play (4)
 Target funding level – Article 93
◦ ‘Member States shall ensure that, in a period no 

longer than 10 years after the entry into force of 
this Directive, the available financial means of 
their financing arrangements reach at least 1% 
of the amount of deposits of all the credit 
institutions authorised into their territory 
which are guaranteed under Directive 
94/19/EC’

 Ex ante contributions – Article 94
◦ Refers to option to use funds of the DGS for the 

purposes of resolution (e.g.  Loans, bridge bank 
etc.  - Article 92)
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Conclusion
1. Huge, but still virtual progress made by EU towards 
- streamlining of its banking sector (heavy-weight players)
- more resilient financial markets (separation of risky 

business from core functions)
- enhanced regulatory framework (global convergence) 
2. No history of crisis resolution (tested tools are new for 

Europeans) – temptation to put things under the carpet
3. Loosening grip of the crisis may cause delays in 

legislative process (no bail-in, but bail-out may live on –
SNS Reaal N.V) 

4. Deposit insurance is NOT in the forefront of policy 
makers’ policy consideration
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ThankYou
for

Listening !
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