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Nowadays, Iran monetary and financial market encounter a new concept,
named ‘“Resolution” that is going to be technically replaced with
“Bankruptcy” system for facing failed or likely to fail banks and credit
institutions. Dissatisfaction of policy and decision makers from bankruptcy
system toward banks and credit institutions highlights the importance of
“Resolution” in their eyes. Among all of the tools utilized under
“Resolution” system, “Bail-in” is counted as one of the most challenging on
the one hand, and the most useful tool on the other hands which is not only
does open a new window in the realm of facing bank failure, but also
comprehensively stands against “Bail-out”. This tool can be analyzed in two
perspectives; an independent tool and the complementary one. “Bail-in”
means “the mechanism for affecting the exercise by a resolution authority of
the write-down and conversion powers in relation to liabilities of an
institution under resolution”. As it is crystal clear, “Bail-in” includes two
steps: loss absorption for “Write-down” and “Conversion” of liabilities to
equity.

Initially Considering “Bail-in” tool versus the rules of private law, most
of the countries have carefully eliminates the impediments before applying
this tool. In Iran legal system, originating from Shiite jurisprudence, this tool
is not flawless. Islamic banking principles, Shiite jurisprudence rules, i.e.
particularly “debt forgiveness” and ‘“novation”, and lack of economic
infrastructures are the major barriers before “Bail-in” tool, for which the
authors have attempted to resolve them, in addition to explaining and
clearing the issues, through descriptive-analyzing method.
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. Bail-out

. Client assets

. Business Sale Tool

. Bridge Bank Tool

. Asset Separation Vehicle Tool

. Liquidation Tool

. January 28th 2010

. The Economist

. Credit Suisse’s Investment Bank

10. http://www.economist.com/node/15392186, “From bail-out to bail-in”
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11. Financial Systemic Collapse
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13. Vulnerable institutions

14. Bail-in
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16. Bank Run
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20. “bail-in tool” means the mechanism for effecting the exercise by a resolution
authority of the write-down and conversion powers in relation to liabilities of
an institution under resolution in accordance with Article 43.

21. Write-down

22. Conversion

23. Bridge institution

24. Sale of business

25. Asset separation

26. Business reorganization plan

27. Recital (67) of BRRD 2014

28. Shareholders

29. Regulatory Capital Instrument holders

30. Owner of Subordinated Debts
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32. Unsecured Senior Debts

33. Bail-inable liabilities

34. Deposit Guarantee Scheme (DGS)

35. “No creditor worse-off than under liquidation” (NCWOL)

36. Business Reorganization Plan

37. Restructuring Plan

38. Sources of funds

39. Use of funds

40. Absorbing Losses

41. Failed

42. Likely to fail

43. Prudential Supervisor

44. Recapitalization

45. Subordinated debts

46. whether the requirements laid down in Article 45 are sufficient to ensure that
each institution has adequate loss- absorbing capacity

47. National Bank of Greece and Athens S.A. v Metliss (1958) A.C. 509

48. Heta: Resolution of an Asset Management Vehicle
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50. Andelskassen: Resolution via Bridge Bank and Bail-in Including of
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51. Several Greek Banks and Foreign branches: Resolution via public
recapitalization and bail-in and state aid Issues

52. Four Small Banks: Resolution via Bridge Bank and Asset Management
Vehicle Tools to Avoid Full Bail-in

53. SNS Reaal: Resolution via Nationalization and Bail-in

54. Banco Espirito Santo, S.A.: Resolution via a Bridge Bank Including a Re-
Transfer

55. Several Domestic Banks: Resolution via Public Recapitalization and Bail-in

56. Savings Banks: Resolution via Public Recapitalization, the creation of an
asset management vehicle and Bail-in

57. UK Co-operative Bank: Resolution via Negotiated Bail-in Outside the
BRRD

58. Resolution plan

59. Loss absorbing capacity
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