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Consultation on Draft Deposit Insurance Regulations Oct 2005

PREFACE

The Deposit Insurance Act, which establishes a deposit insurance
scheme in Singapore, was passed by Parliament in September 2005 and
came into operation on 18 October 2005. The scheme is expected to be
operational on 1 April 2006.

2 Under the Act, MAS is empowered to prescribe through Regulations,
certain requirements on the more detailed aspects of the scheme. This
consultation paper invites comments on the draft Deposit Insurance
Regulations and Deposit Insurance (Composition of Offences) Regulations.
Among other things, these Regulations set out details on (i) asset
maintenance requirements; (ii) premium contributions payable by Scheme
members; (iii) target size of the Deposit Insurance Fund and (iv) offences
which may be compounded by MAS under the Act.

3 We invite comments from interested parties on the draft
Regulations, appended at Annex A. Electronic submission is encouraged.
Please submit your written comments by 24 November 2005 to:

Prudential Policy Department
Monetary Authority of Singapore
10 Shenton Way

Singapore 079117

Fax: 62203973

Email: policy@mas.gov.sg
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Annex A

DRAFT DEPOSIT INSURANCE REGULATIONS
AND
DRAFT DEPOSIT INSURANCE (COMPOSITION
OF OFFENCES) REGULATIONS

DISCLAIMER: This version of the Regulations are in draft form and are
subject to change.
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No. S 000 -

DEPOSIT INSURANCE ACT
(ACT 31 OF 2005)

DEPOSIT INSURANCE REGULATIONS 2005

ARRANGEMENT OF REGULATIONS

Regulation
1.  Citation and commencement
Definitions
Premium year
Asset maintenance requirement for foreign banks
Computation of asset maintenance ratio
Determination of premium rates
Computation of premium contributions
Minimum premium contribution
Size of Fund
0. Payment of compensation from Fund
The Schedules
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In exercise of the powers conferred by sections 8§, 21, 22 and 36
of the Deposit Insurance Act 2005, the Monetary Authority of
Singapore hereby makes the following Regulations:

Citation and commencement

1. These Regulations may be cited as the Deposit Insurance
Regulations 2005 and shall come into operation on 2005.
Definitions

2. In these Regulations, unless the context otherwise requires —

“Accounting Standards” has the same meaning as in section
4(1) of the Companies Act (Cap. 50);

“advocate and solicitor” means an advocate and solicitor of the
Supreme Court who has in force a practising certificate;

“associated company” has the same meaning as the term
“associate” defined in the Accounting Standards;

“banking corporation” means —

(a) any bank licensed by the Authority under the Banking
Act (Cap. 19); or



(b) any entity licensed, registered, approved or otherwise
regulated as a bank in the country of establishment;

“classified”, in relation to a credit facility, means any credit
facility which has been categorised by a Scheme member as
“substandard”, “doubtful” or “loss” pursuant to any notice in
writing issued by the Authority under any written law;

“company” and “corporation” have the same respective
meanings as in section 4(1) of the Companies Act (Cap. 50);

“counterparty related to the Scheme member” includes any
holding company, subsidiary or associated company of the
Scheme member, and any subsidiary or associated company
of any holding company of the Scheme member;

“credit facility” means —

(a) the granting by a Scheme member of advances, loans
and other facilities whereby a customer of the Scheme
member has access to funds or financial guarantees; or

(b) the incurring by a Scheme member of other liabilities
on behalf of a customer;

“debt security” includes any debenture, bond or note;

“eligible asset” means any of the assets listed in the First
Schedule which may be included by a Scheme member for
the purposes of computing the asset maintenance ratio under
regulation 5;

“eligible pledged asset” has the meaning given to it by
regulation 5(3);

“foreign bank” means a full bank which is incorporated in a
jurisdiction other than Singapore and operating branches or
offices located within Singapore;

“holding company” and “subsidiary” have the same respective
meanings as in section 5 of the Companies Act;

“housing loan” means a credit facility granted to an individual
for the purchase of residential property where the credit
facility is secured on that property;

“investment grade” means any of the following credit ratings
issued by the respective credit rating agencies:

(a) BBB-minus or better by Fitch, Inc.;
(b) Baa or better by Moody’s Investor Services;

(c) BBB-minus or better by Standard and Poor’s
Corporation;



“merchant bank” means a merchant bank approved under
section 28 of the Monetary Authority of Singapore Act
(Cap. 186);

“minimum cash balances” means the minimum cash balances
maintained on deposit with the Authority by a bank as
reserves against its deposit and other liabilities under section
39 of the Banking Act (Cap. 19);

“minimum liquid assets” means the minimum amount or
amounts of liquid assets held by a bank under section 38 of
the Banking Act;

“practising certificate” means a certificate issued by the
Registrar under section 25 of the Legal Profession Act
(Cap. 161);

“share” has the same meaning as in section 4(1) of the
Companies Act (Cap. 50);

“Singapore Government Securities” means any debt securities
issued by the Government under any written law.

Premium year

3.—(1) Subject to paragraph (2), for the purposes of the definition
of “premium year” in section 2(1) of the Act, the Authority hereby
prescribes the premium year to be the period beginning from Ist
April of any year and ending on 31st March of the subsequent year.

(2) Where the effective date appointed under section 30(5) of the
Act is after 1st April of any year, the first premium year shall be the
period beginning from the effective date and ending on 31st March
of the subsequent year.

Asset maintenance requirement for foreign banks

4.—(1) Every Scheme member which is a foreign bank shall
maintain in relation to its insured deposit base, assets in Singapore
for meeting its liabilities in respect of insured deposits placed with
it, in the manner specified in paragraph (2).

(2) For the purposes of paragraph (1), the foreign bank shall at all
times maintain an asset maintenance ratio of not less than 1.
Computation of asset maintenance ratio

5.—(1) For the purposes of regulation 4(2) and subject to
paragraphs (2) and (3), the asset maintenance ratio shall be
calculated in accordance with the following formula:

Asset maintenance ratio = X[A x B]
C



where A is the value of any eligible asset or eligible pledged
asset which is —

(a)

(b)
(©)

(d)

reflected as an asset in the financial statements of
the foreign bank in relation to its operations in
Singapore;

free from any prior encumbrances;

not exposed to the risks of any counterparty
related to the Scheme member; and

not used to meet any requirements in relation to
minimum liquid assets or minimum cash
balances;

B is the percentage applicable to a particular eligible

asset or an eligible pledged asset specified in the
second column of the First or Second Schedule, as the
case may be; and

(a)
(b)

C is the insured deposit base of the Scheme member —

as at 31st December of the preceding year; or

in the case where the foreign bank becomes a
Scheme member during the course of a premium
year or an exemption from the requirement to be
a Scheme member granted to the foreign bank is
withdrawn during the course of a premium year,
as at the date on which the foreign bank becomes
a Scheme member.

(2) For the purposes of paragraph (1), an eligible asset or eligible
pledged asset shall be valued in the following manner:

(a) an eligible asset shall be valued at its carrying value;

(b) an eligible pledged asset shall be valued at its market

value.

(3) For the purposes of paragraph (1), an eligible pledged asset
shall comprise any of the following types of assets, in respect of
which the Scheme member has granted, on such terms and
conditions as may be agreed with the Agency, a security interest,
other than a contingent security interest, in favour of the Fund:

(a)
(b)

(c)

any Singapore dollar note or coin kept in Singapore;

any Singapore Government Securities or debt securities
issued by a statutory body in Singapore and guaranteed by
the Government;

any deposit placed with the Authority, after deducting any
moneys due to the Authority;



(d) any debt securities issued by a statutory body in Singapore
which are not guaranteed by the Government;

(e) any debt securities (other than those of a banking
corporation or merchant bank) which have a long-term
rating of investment grade;

(f) any shares listed on a securities exchange and issued by a
company (other than a banking corporation or merchant
bank) incorporated in Singapore; and

(g) such shares listed on a securities exchange and issued by a
company (other than a banking corporation or merchant
bank) established or incorporated outside Singapore as
may be permitted by the Authority for inclusion in the
computation of the asset maintenance ratio.

(4) For the purposes of paragraph (3), where the Agency appoints
an advocate and solicitor to act on its behalf in any particular
transaction with a Scheme member to create a security interest over
an eligible pledged asset, the Agency shall be entitled to claim costs
on a full indemnity basis for the appointment of the advocate and
solicitor from that Scheme member.

Determination of premium rates

6.—(1) For the purposes of determining the premium rates
applicable to Scheme members for any premium year, all Scheme
members shall be classified into the categories specified in the first
column of the Table in the Third Schedule.

(2) The premium rate applicable to each category is specified in
the second column of the Table in the Third Schedule.

(3) For the purposes of determining the category in which a
foreign bank shall be classified, the Authority shall compute the
asset maintenance ratio of the foreign bank.

(4) For the purposes of computing the asset maintenance ratio
under paragraph (3), the Authority shall apply —

(a) in the case where —

(1) the foreign bank becomes a Scheme member during
the course of a premium year; or

(i1) an exemption from the requirement to be a Scheme
member granted to the foreign bank pursuant to
section 6 of the Act is withdrawn during the course of
a premium year,

the average of the numerator of the formula for computing
the asset maintenance ratio set out in regulation 5 for the



last 3 months before it becomes a Scheme member over
the insured deposit base as at the date it becomes a
Scheme member; or

(b) in any other case, the average of the numerator of the
formula for computing the asset maintenance ratio set out
in regulation 5 for the last 3 months of the preceding year
over the insured deposit base as at 31st December of the
preceding year.

(5) A Scheme member which is incorporated in Singapore shall
be classified in the same category as a foreign bank with an asset
maintenance ratio of more than 5.

Computation of premium contributions

7.—(1) Subject to regulation 8(1), the Authority shall calculate
the amount of premium contribution payable by a Scheme member
for any premium year as the product of the premium rate applicable
to the Scheme member and the insured deposit base of the Scheme
member as at 31st December of the preceding year.

(2) Subject to regulation 8(2), where —

(a) a full bank or finance company becomes a Scheme
member during the course of a premium year; or

(b) an exemption from the requirement to be a Scheme
member granted to a full bank or finance company
pursuant to section 6 of the Act is withdrawn during the
course of a premium year,

the Authority shall impose on that full bank or finance company, as
the case may be, a premium contribution which is pro-rated
according to the number of months, or any part thereof, remaining
for that premium year.

(3) For the purposes of calculating the premium contribution of a
full bank or finance company referred to paragraph (2), the
Authority shall apply the insured deposit base of the full bank or
finance company, as the case may be, as at the date on which the
full bank or finance company becomes a Scheme member.

Minimum premium contribution

8.—(1) Subject to paragraphs (2) and (3), for any premium year, a
Scheme member shall pay a minimum premium contribution of
$2,500.

(2) In the case where —

(a) a full bank or finance company becomes a Scheme
member during the course of a premium year; or



(b) an exemption from the requirement to be a Scheme
member granted to a full bank or finance company
pursuant to section 6 of the Act is withdrawn during the
course of a premium year,

the minimum premium contribution that the Scheme member shall
pay shall be pro-rated according to the number of months, or any
part thereof, remaining for that premium year.

(3) Where the first premium year does not commence from 1st
April, the minimum premium contribution that a Scheme member
shall pay for the first premium year shall be pro-rated according to
the number of months, or any part thereof, comprised in the first
premium year.

Size of Fund

9.—(1) The target fund size of the Fund is 0.3% of the aggregate
of the insured deposit base of every Scheme member.

(2) Without prejudice to any other factors that may be relevant in
the determination of any variation to the premium rates, where the
Fund achieves or exceeds the target fund size specified in paragraph
(1), the Authority and the Agency may conduct a joint review of the
premium rates.

Payment of compensation from Fund

10.—(1) Where an insured depositor is entitled to compensation
in respect of moneys placed with a failed Scheme member under
the CPFIS, the Agency may pay such compensation to the Central
Provident Fund Board for the benefit of the insured depositor or
into an equivalent account with another Scheme member in which
the compensation is to be held in a manner equivalent to the manner
of holding the original moneys.

(2) Where an insured depositor is entitled to compensation in
respect of an insured deposit held under a trust, the Agency may
pay such compensation —

(a) directly to the insured depositor;

(b) into an account in the name of the insured depositor
opened with another Scheme member; or

(c) into an equivalent trust account held with another Scheme
member.

(3) Where an insured depositor is entitled to compensation in
respect of an insured deposit held under a client account, the
Agency may pay such compensation —

(a) directly to the insured depositor;



(b) into an account in the name of the insured depositor
opened with another Scheme member; or

(c) into an equivalent client account held with another
Scheme member.

FIRST SCHEDULE
Regulations 2 and 5
ELIGIBLE ASSETS

First column Second column

Type of Asset Percentage
Any Singapore dollar note or coin kept in Singapore 85%
Any Singapore Government Securities 85%
Any deposit placed with the Authority, after 85%

deducting any moneys due to the Authority

Any outstanding amount due to a Scheme member 85%
under a housing loan granted to a resident of

Singapore which is denominated in Singapore

dollars and not classified

Any outstanding amount due to a Scheme member 70%
under a credit facility, other than a housing loan,

granted to a resident of Singapore (other than a

banking corporation or merchant bank) which is

denominated in Singapore dollars and not classified

Any immovable property in Singapore 60%



SECOND SCHEDULE

ELIGIBLE PLEDGED ASSETS

First column

Asset Category

Any Singapore dollar note or coin kept in
Singapore

Any Singapore Government Securities or debt
securities issued by a statutory body in Singapore
and guaranteed by the Government

Any deposit placed with the Authority, after
deducting any moneys due to the Authority

Any debt securities issued by a statutory body in
Singapore not guaranteed by the Government

Any debt securities (other than those of a banking
corporation or merchant bank) which have a long-
term rating of investment grade

Any shares listed on a securities exchange and
issued by a company (other than a banking
corporation or merchant bank) which is
incorporated in Singapore

Any shares listed on a securities exchange and
issued by a company (other than a banking
corporation or merchant bank) which is established
or incorporated outside Singapore

Regulation 5

Second column

Percentage

100%

100%

100%

95%

90%

70%

55%
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THIRD SCHEDULE

Regulation 6

TABLE — PREMIUM RATES APPLICABLE TO SCHEME MEMBERS

First column Second column
Category of Scheme members Premium Rate
A Scheme member which is — 0.03%

(a) incorporated in Singapore; or

(b) a foreign bank with an asset maintenance ratio of

more than 5
A Scheme member which is a foreign bank with an 0.04%
asset maintenance ratio of more than 2 but not more
than 5
A Scheme member which is a foreign bank with an 0.08%

asset maintenance ratio of 2 or less

Made this day of 2005.

HENG SWEE KEAT
Managing Director,
Monetary Authority of Singapore.
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DEPOSIT INSURANCE ACT 2005
(ACT 31 OF 2005)

DEPOSIT INSURANCE (COMPOSITION OF OFFENCES)
REGULATIONS 2005

In exercise of the powers conferred by section 46(3) of the
Deposit Insurance Act 2005, the Monetary Authority of Singapore
hereby makes the following Regulations:

Citation and commencement

1. These Regulations may be cited as the Deposit Insurance
(Composition of Offences) Regulations 2005 and shall come into
operation on

Compoundable offences

2. The following offences may be compounded by the Authority
in accordance with section 46(1) of the Act:

(a) an offence under the Act which is punishable with a fine
only;

(b) an offence under section 29, 41(1)(b) or 42 of the Act; and

(c¢) an offence under subsection (1)(a) of section 41 of the
Act, where the non-compliance referred to in that
subsection constitutes a compoundable offence under
paragraph (a) or (b).

Made this day of 2005.

HENG SWEE KEAT
Managing Director,
Monetary Authority of
Singapore.






