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Abstract

Global economic developments cast a shadow over the banking activity. These
developments with positive or negative effects have contributed to the
development of the banking industry. The Iraqi banking sector was not immune
to the phenomenon of financial stumbling. More than one bank has been
exposed to economic crises that contributed to the collapse and placed under
conservation and then liquidation or declaration of its bankruptcy. Banking
experts have found that the assignment of banks when exposed to default to
forced liquidation or bankruptcy is not right to resort to it starting. These
situations have revealed the inability of traditional means - liquidation and
bankruptcy - to guarantee the rights of creditors on the one hand, and their
negative impact on the national economy on the other. Therefore, new means
have been applied to protect banks from default or rehabilitation such as
governance, mergers, bank acquisition and bank conservation. However, these
methods may not work in many cases, so the jurisprudence of economic and
legal in some countries to put forward a new theory has taken its way into force
in countries such as the United States and Japan and some European countries
and is still in the process of measuring the experience and the impact of success
in the countries Others like Iraq. The thesis is the bridge bank. This idea has
been adopted by the Iraqi legislator as a theory and applied by the Central Bank
as a banking method recently. However, the provisions of the Banking Law
have been confusing and sometimes contradictory. The bank to rescue the banks
troubled banks, which is trying to provide the necessary solutions about it.
Keywords: bridge bank, banking activities, Banking Law, Central Bank,
conversation.
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(Notwithstanding any requirements set forth in Article 14, the CBI, in its sole
discretion, may organize and license a bridge bank...)
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(....The plan shall also review and evaluate strategies for transferring the core

business of the bank to another bank, including but not limited to a bridge
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(... The CBI may direct the conservator to transfer all or part of the assets and
liabilities of the bank to a bridge bank capitalized by the State ...)
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Y (The term bridge bank refers to a temporary bank established and operated by the deposit insurer
to acquire the assets and assume the liabilities of a failed bank until a final resolution can be
accomplished.) See: General Guidance for the Resolution of Bank Failures, op. cit., P. 22.

 (the bridge bank is an institution that acts as a temporary operational bridge between the distressed
financial institution and an assuming financial institution......The bridge bank’s objective is generally to
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protect depositors and underpin financial stability by ensuring repayment of deposits and continue
operations.) See: Ignacio Tirado, op. cit., p. 31.

™ Robert L. Ramsey, John W. Head, Preventing Financial Chaos: An International Guide to Legal
Rules and Operational Procedures for Handling Insolvent Banks, Kluwer Law International B.V.,
London, 2000, p. 74.

) James A. Marino & Lynn Shibut, Resolution Strategies for Large U.S. Commercial Banks,
Presented at the Research Workshop Crisis Resolution Conference at the Bank of England, USA, 2006,
p. 14. See also : Midori Adachi, op. cit., p. 93. See also, Walker F. Todd, op. cit., p. 3. See also, Benton E.
Gup, op. cit., p. 75.

) Competitive ~Equality Banking Act: Title V-Financial Institutions Emergency
Acquisitions:Sec.503(a)) Establishment Of Bridge Banks -Section 11 Of The Federal Deposit Insurance
Act (12 U.S. Code Chapter 16 - Federal Deposit Insurance Corporation, Code § 1821. Insurance Funds,
(n) ) Is Amended "(I) Bridge Bank (1) (Establishment.—when an insured bank is closed, the
corporation, in the corporation's discretion and subject to the conditions established in paragraph (2),
may establish a bridge bank.

(9 12 U.S. code chapter 16 - Federal Deposit Insurance Corporation, Code § 1821. Insurance Funds, (n)
Bridge Depository Institutions, (1) organization: when 1 or more insured depository institutions are in
default, or when the corporation anticipates that 1 or more insured depository institutions may become
in default, the corporation may, in its discretion, organize, and the office of the comptroller of the
currency, with respect to 1 or more insured banks or 1 or more insured savings associations, shall
charter, 1 or more national banks or federal savings associations, as appropriate, with respect thereto
with the powers and attributes of national banking associations or federal savings associations, as
applicable, subject to the provisions of this subsection, to be referred to as “bridge depository
institutions”.

7 12 U.S. Code Chapter 16 - Federal Deposit Insurance Corporation, Code § 1821. Insurance Funds,
(n) (2) Chartering (a) conditions: a national bank or federal savings association may be chartered by
the comptroller of the currency as a bridge depository institution only if the board of directors

® 12 U.S. Code Chapter 16 - Federal Deposit Insurance Corporation, Code § 1821. Insurance Funds,
(n)1 (e): national bank or federal savings association a bridge depository institution shall be organized
as a national bank, in the case of 1 or more insured banks, and as a federal savings association, in the
case of 1 or more insured savings associations.

) 12 U.S. Code Chapter 16 - Federal Deposit Insurance Corporation, Code § 1821. Insurance Funds,
(n) (4) Powers Of Bridge Banks: Each Bridge Depository Institution Chartered Under This Subsection
Shall Have All Corporate Powers Of, And Be Subject To The Same Provisions Of Law As, A National
Bank Or Federal Savings Association...)

@9 United States Court of Appeals, Fifth Circuit Apr. 2, 1992, 953 F.2d 975 (5th Cir. 1992). Available at
https://casetext.com/case/texas-refrigeration-supply-inc-v-fdic#a48a2454-febb-4d8f-b98c-fced6e91bb96-fn6

@Y In Texas Refrigeration Supply, Inc. v. Federal Deposit Ins. corp., the court observed that (“a bridge
bank is an institution organized by the Federal Deposit Insurance Corporation and chartered by the
Comptroller of the Currency to acquire the assets and liabilities of a failed bank”.)
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@8 T, M. C. Asser, Legal Aspects of Regulatory Treatment of Banks in Distress, International Monetary
Fund, Washington, 2001, p. 146.

A LS ey Uy Ky @A il am Baoll WY 056 e 12 USC § 1813(a)(1) 8581 o oy @Y
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idpal) wis ) ey gl 531 01 32 FDIC 5 .Federal Deposit Insurance Corp gts 81 i s
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AW Ay i) e by ailane @ (L1l (Bl Sy G et

https://www.investopedia.com/terms/n/national-bank.asp
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Al ot Full Gad U A L”;.!\ Uyl ol B Cor 58 oy LIl HmsYl e cod.é\.::s éh ‘_;J,"i\ gl
12 USC § 1462(3)and(2): Federal savings association: The term “Federal savings association” means
any Federal savings association or Federal savings bank which is chartered under section 1464 (n) (1)
The Comptroller may grant by special permit to a Federal savings association applying therefor the
right to act as trustee, executor, administrator, guardian, or in any other fiduciary capacity in which
State banks, trust companies, or other corporations which compete with Federal savings associations
are permitted to act under the laws of the State in which the Federal savings association is located.

FDIC a1 yudlt odts ) Jodom Gt o 0 56 o RI1 3301 4l o jLsh Lo La g @n

Section 1821 (n) (6) (A) ( A bridge depository institution is not an agency, establishment, or
instrumentality of the United States.)
©? Claire L. McGuire, Simple Tools To Assist In The Resolution Of Troubled Banks, The World Bank
Group, 2012, p.9-10.
©3 Gabriela Steier, Bridge Banks: Detox Tools for a Melted Economy, Vermont Law School, bepress,
2012, p. 15. See also, llias Pnevmonidis, op. cit., p. 146.
©4 peter Brierley, The UK Special Resolution Regime for Failing Banks in an International Context,
Financial Stability Paper No. S (July), Bank of England, London, 2009, p.7.

S Rt R fl1 s 2o 0 b5y sLis) Sl 2l Qg iy DODD-FRANK ACT 2010 056 o a®
Bslas J) ditey O G ) Wil e oy OF sy 13 1 Jar s o 0 5y o)) B o Sla [ 0 s

siddt BaU) e M e el Lgallas g LgBlas
DODD-FRANK ACT, Title 11, §§ 210(h)(1)(B) and (h)(2)(A) ESTABLISHMENT—Except as provided
in subparagraph (H), where the covered financial company is a covered broker or dealer, the
Corporation, as receiver for a covered financial company, may grant a Federal charter to and approve

articles of association for one or more bridge financial company or companies, with respect to such
covered financial company which shall, by operation of law and immediately upon issuance of its
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charter and approval of its articles of association, be established and operate in accordance with, and
subject to, such charter, articles< and this section.

©9 Walker F. Todd, op. cit., p. 3-4. See also, llias Pnevmonidis, op. cit., p. 147.
G o sl B pall 6 1 gt Jo N pall pllass ase L s¥1 8301 3 Ay ot assnsy B ) D jlall 056 550 ai Y

(gt Byl gay (/M) B3l
®® See FIRREA Act 1989, Title II, Section 21(9). See also, Managing the Crisis: The FDIC and RTC
Experience, op. cit., p. 86. See also, Benton E. Gup, op. cit., p. 75.
©9 Section 1821 (n) (9) (Duration of bridge depository institution: Subject to paragraphs (11) and (12),
the status of a bridge depository institution as such shall terminate at the end of the 2-year period
following the date it was granted a charter. The Board of Directors may, in its discretion, extend the
status of the bridge depository institution as such for 3 additional 1-year periods.)

% yohn L Douglas, Randall D Guynn, Davis Polk & Wardwell, op. cit., p. 229.
% Jlias Pnevmonidis, op. cit., p. 146.
(92 Jonacio Tirado, op. cit., p. 31.

(Y B I G Py §all e s ey T
http://www.ahewar.org/debat/show.art.asp?aid=614471&r=0
ALl G Y 0N/ /YY Wyl oF @y G Il e ke flo et glhe 5 aladl gl Epo e 7P

http://newsabah.com/newspaper/166364 b s B3l

%) Jlias Pnevmonidis, op. cit., p. 149.

%) An Qverview of the Legal, Institutional, and Regulatory Framework for Bank Insolvency, Prepared

by the Staffs of the International Monetary Fund and the World Bank, 2009, p. 41.
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91 M. C. Asser, op. cit., p. 146.
(1% yames A. Marino & Lynn Shibut, op. cit., p. 23.
(1) General Guidance for the Resolution of Bank Failures, op. cit., p. 22.
(12 Gabriela Steier, op. cit., p. 3-4. See also, "'? Ignacio Tirado, op. cit., p. 31.
13 llias Pnevmonidis, op. cit., p. 149.
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(2D Teoman Gonenc, Resolution Procedures for the Crisis of the U.S. Banking Industry: A Review of
the U.S. Treasury’s Financial Stability Plan of 2009, p. 63.
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https://economy-news.net/content.php?id=13862
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(27) https://economy-news.net/content.php?id=14090
29 Jlias Pnevmonidis, op. cit., pp. 146-148.
(%) John L Douglas, Randall D Guynn, Davis Polk & Wardwell, op. cit., p. 238.
(39 Gection 1821(n)(3)(1)(A):

- (i) Transfer upon grant of charter: Upon the granting of a charter to a bridge depository
institution pursuant to_this subsection, the Corporation, as receiver, or any
other receiver appointed with respect to any insured depository institution in_default with
respect to which the bridge depository institution is chartered may transfer any assets and
liabilities of such_depository institution in_default to the bridge depository institution in
accordance with paragraph (1).

- (ii) Subsequent transfers: At any time after a charter is granted to a bridge depository
institution, the Corporation, as receiver, or any other receiver appointed with respect to
an insured depository institution in_default may transfer any assets and liabilities of
such insured depository institution in_default as the Corporation may, in its discretion,
determine to be appropriate in accordance with paragraph (1).

(3D Sec. 1821(n)(3)(A): (iv)Effective without approval The transfer of any assets or liabilities, including
those associated with any trust business, of an insured depository institution in_default transferred to a

bridge depository institution shall be effective without any further approval under Federal or State law,
assignment, or consent with respect thereto.
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https://economy-news.net/content.php?id=14090

39" An Overview of the Legal, Institutional, and Regulatory Framework for Bank Insolvency, op. cit.,
p. 41. See also: T. M. C. Asser, op. cit., p. 146.

3% T M. C. Asser, op. cit., p. 146.

36 Robert L. Ramsey, John W. Head, op. cit., p. 74.

37 Managing the Crisis, op. cit., p 176.

3% Claire L. McGuire, op. cit., p. 9.
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(67 Jias Pnevmonidis, op. cit., p. 148.
(6% Basel Committee On Banking Supervision, “Resolution Policies and Frameworks — Progress so
Far”, 2011, p. 17. available at http://www.bis.org/publ/bcbs200.pdf
()1 M. C. Asser, op. cit., p. 146.
7 Managing the Crisis, op. cit., p 176.
™ (( (D) Interim directors: A bridge depository institution shall have an interim_board of
directors consisting of not fewer than 5 nor more than 10_ members appointed by the Corporation))
™ (( (D) Management: A bridge depository institution, upon the granting of its charter, shall be under
the management of aboard of directors consisting of not fewer than 5 nor more than
10members appointed by the Corporation.))
(7)(( (E)Bylaws: The board of directors of a bridge depository institution shall adopt such bylaws as
may be approved by the Corporation.))
W13 Lol 1 by )) 1 delall OIS0 086 e (£1) BI04 o (ile phas (Ul guilr e il VO

Sty — Yl :QQ b i g w o by e A I U}iw‘ e&r\ o r 37 c‘.&)\:\ JJﬁ Oy J\;J.&.U
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g s — el L Bl g5 & el g B9 Ol I fos Blas s 5 BT 0d) (g ytaY1 ISR — Laly L By

(3 5230 BLES 5 algs b (6 51y gl ) — Lwdlos o A1) B4 15 357,201 BLES Ayl
79 (( (E) (i) the board of directors of a bridge depository institution shall elect a chairperson who may
also serve in the position of chief executive officer, except that such person shall not serve either as
chairperson or as chief executive officer without the prior approval of the Corporation; and (ii)
the board of directors of a bridge depository institution may appoint a chief executive officer who is not
also the chairperson, except that such_person shall not serve as chief executive officer without the prior
approval of the Corporation;)).

FN P Bl s (el o Bla dat gy sy ) B B5 5D
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7 Ygnacio Tirado« op. cit., p31-32.
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(7 (( (i)Transfer upon grant of charter: Upon the granting of a charter to a bridge depository
institution .... the bridge depository institution is chartered may transfer any assets and liabilities of
such_depository institution in_default to the bridge depository institution in accordance with paragraph
1.)

(89 Managing the Crisis, op. cit., p 177.
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32 yames A. Marino & Lynn Shibut, op. cit., p. 21.

(83 An Overview of the Legal, Institutional, and Regulatory Framework for Bank Insolvency, op. cit.,
p. 41.

(%) John L Douglas, Randall D Guynn, Davis Polk & Wardwell, op. cit., p. 238.

(85) (( (iv)Effective without approval: The transfer of any assets or liabilities.... to a bridge depository
institution shall be effective without any further approval under Federalor State law, assignment, or
consent with respect thereto.))

(%9 Managing the Crisis, op. cit., p 177.

(80 An Overview of the Legal, Institutional, and Regulatory Framework for Bank Insolvency, op. cit.,

p. 41
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(%) yames A. Marino & Lynn Shibut, op. cit., p. 22.
% Managing the Crisis, op. cit., p 176.

D Managing the Crisis, op. cit., p. 85-86.

92 Claire L. McGuire, op. cit., p. 9-10.
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@19 Tgnacio Tirado, op. cit., p. 31.
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@12 Dayid S. Holland, op. cit., pp. 61-63.

@13 llias Pnevmonidis, op. cit., p. 146.

@ Midori Adachi, op. cit., p. 116.

@15 Walker F. Todd, op. cit., p. 3.

@19 Jlias Pnevmonidis, op. cit., p. 147-149.

@10 Walker F. Todd, op. cit., p. 17-18.

@19 yames A. Marino & Lynn Shibut, op. cit., p. 24.

@19 An Overview of the Legal, Institutional, and Regulatory Framework for Bank Insolvency, op. cit., p.
41.

@20 patrice L. Gordon & Thomas Lutton, The changing business of banking: a study of failed banks
from 1987 to 1992, The Congress of the U.S., Congressional Budget Office, 1994, p. 56.

@21 Financial stability and depositor protection: strengthening the framework, Bank of England, Great
Britain: H.M. Treasury, Financial Services Authority, 2008, p. 53-54.

@2) Managing the Crisis, op. cit., p. 177.

@23 Managing the Crisis, op. cit., p 177.

@2 Article (61/6): ((...shall terminate its operations at the end of a two-year period following the
issuance of a license....))
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@2 ((9) Duration of bridge depository institution: Subject to paragraphs (11) and (12), the status of a

bridge depository institution as such shall terminate at the end of the 2-year period following the date it
was granted a charter. The Board of Directors may, in its discretion, extend the status of the bridge
depository institution as such for 3 additional 1-year periods.))
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http://www.ahewar.org/debat/show.art.asp?aid=614471&r=0

@39 Benton E. Gup, op. cit., p. 75. See also, T. M. C. Asser, op. cit., p. 146. See also, Robert L. Ramsey,
John W. Head, op. cit., p. 74.

3D An Overview of the Legal, Institutional, and Regulatory Framework for Bank Insolvency, op. cit., p.
41.
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@32 Jlias Pnevmonidis, op. cit., p. 149. See also, James A. Marino & Lynn Shibut, op. cit., p. 25. See also,
Walker F. Todd, op. cit., p. 18.
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7- Dodd-Frank Wall Street Reform and Consumer Protection Act 2010

8- Financial Institutions Reform, Recovery, and Enforcement Act (FIRREA) of 1989
9- U.S. 12. Banks and Banking, Ch.16. Federal Deposit Insurance Corporation.
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The Competitive Equality Banking Act of 1987.
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