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“A true knight is fuller of bravery  
in the midst, than in the   
beginning of danger”

Sir Philip Sidney

The Balancing Act between 
Change and Trust

How to Adopt Diligently IFRS, Basel II/III and
Compliance Standards



Everything Changes



Nothing Remains the Same 



BASEL III



IFRS



IFRS Considerations in 2004
Jaap van Dijk; Former CFO of DSB Bank



Minimum

Required Capital
Supervisory

Review

Market discipline (funding)

& transparent reporting

Basel II 



Basel in context

Pillar II (ICAAP) - structured dialogue

Embedded risk handling & analyses

Risk management (DNB – FIRM concept)

- processes, governance

- monitoring & control

- all other risks (# & Q)

- own internal calc. approach

Economic capital model (consolidated)

Stress & scenario tests

Additional Capital Requirements

Pillar I

Main risks – capital calculation

- Credit risk 1. SA

2. F. IRB

3. A. IRB

- Market risk            1. VaR

- Operational risk     1. BIA

2. TSA

3. AMA

Minimum Capital Requirements

Supervisory Review and 

Evaluation Process (SREP)

per entity

+/+

FINREP & COREP

SUPERVISOR / PUBLIC

Pillar III

Reporting - influence IFRS 7, IAS 39

Disclosures, frequency, 

transparency =>

level playing field

QUANTITATIVE 

MODELLING

EMBEDDED RISK 

MANAGEMENT REPORTING

RISKS / 

sensitivities

Basel II



Recent Bail out in Spain



Why Could Banco Popular Survive for
So Long?



Recent Bail outs in Italy (1)



Recent Bail outs in Italy (2)



Recent Bail outs in Italy (3)
Banca Monte dei Paschi di Siena



One of the IFRS and Basel Challenges: 
NPL’s



Non-Performing Loans at Banks 
Around the World  

• There are 4 tiers of credit performance recognized by global banks 
1. Those banks that steadily maintain at <5% of total loans outstanding 

2. Those banks that climb to >5% and <10% 

3. Those banks that face struggles with capital adequacy when the NPL ratio reaches 
>10% of total loans outstanding

4. Those banks that will require new capital injection or dispose of their impaired assets 
have a ratio of non-performing loans >15% . The bank also risks being taken over by 
the Central Bank.  
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Basel II  (2004) 

• Credit Risk

• Operational Risk

• Market Risk

Basel III  (2010)

• Minimum capital requirements

• Leverage Ratios 

• Liquidity and Stress Testing 

IFRS

• Standardized global framework 

• Accounting for potential future losses 

• Capital for expected credit losses 

Supervision

• Oversight and Enforcement 

• Reporting

• Policy and Loan standards  

Risk Based Regulations



Work Out Unit

Banks must prepare for the effective clearing out of 
Non-Performing Loans 

Central Bank of Iran 

Actions by the Central Bank: 

1. Review of CBI credit risk policies 

2. Oversight of current regulations & reporting   

3. Supervisory practices over pillars 

4. Capital and liquidity requirements

5. Regulatory changes to enable NPL 
resolution 

Banks identified by priority 

Criteria of high priority banks: 

1. Urgent need for resolution  

2. Highly engaged in the resolution process

3. Highest degree of operational deficiencies 

4. Highest capital and liquidity vulnerability 

5. Lowest level of compliance 

Multiple options must be considered for NPL resolution, some of which will require regulatory change:  

1. Establish a ‘bad bank’ structure with state funding to implement Active Resolution Measures™        

2. Reform internal bank structure to manage NPLs and related policy and procedures, incl. compliance

3. Sell off impaired assets 

4. Cash out on collateral  
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Implementing “Active Resolution Measures”™ in 
the Right Sequence is Essential

Preparation is necessary for NPL Resolution (failing to prepare is 

preparing for failure) 

2 July 2017
Delta Arjan                Philip Sidney18

“Active Resolution Measures” is a proprietary methodology and registered trademark of Delta Advisory and Solutions Group, Inc. 



Taking Decisive Action Will Have 
Major Benefits 
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The Central Bank The Banks

· Review of supervisory and regulatory practices  · Resume banks’ viability and lending activities 

· Establish a centralized debt workout program · Release pressures on bank capital 

· Create incentives for NPL write offs · Clarify the banks’ financial position

· Governance structure · Reduce stress on net income and profits 

· Policies for arrears management · Stabilize volatility and vulnerability 

· Shore up operational deficiencies 

· Establish new targets to deal with arrears 

· Standardize accounting practices for NPLs

· Improved balance sheets 

Sustainable macro economic benefits, noticeable in fair amount of time

· Economic growth · Sustainable Debt Restructuring 

· Create sustainable growth targets · Increased economic activity 

· Reduce inflation and borrowing rates · Support growth in investment and employment 

· Increased appeal for foreign investment 



Weaknesses of Basel II

• The quality of capital

• Pro-cyclicality

• Liquidity risk

• Systemic banks



Reasons for Basel III:

Failures of Basel II being:

• Inability to strengthen financial stability

• Insufficient capital reserve

• Inadequate comprehensive risk management approach

• Lack of uniformed definition of capital

And most of all: lack of trust in Basel II (incl. 
stress test outcomes)



Basel III
Strengthening the Global Capital 

Framework

A. Capital reform 

B. Liquidity standards

C. Systemic risk and 
interconnectedness



Compliance Endeavours
in the Iranian Financial Sector

July 2016, Tehran



High Compliance Costs; Fear for Fines



FATF Statement 23 June 2017 on Iran

In June 2016, the FATF welcomed Iran’s high-level political 
commitment to address its strategic AML/CFT deficiencies, 
and its decision to seek technical assistance in the 
implementation of the Action Plan. In light of Iran’s 
demonstration of its political commitment and the relevant 
steps it has taken in line with its Action Plan, the FATF has 
decided to continue the suspension of counter-measures. The 
FATF will keep monitoring progress in the implementation of 
the Action Plan and consider next steps.

Iran will remain on the FATF Public Statement until the full 
Action Plan has been completed. Until Iran implements the 
measures required to address the deficiencies identified in 
the Action Plan, the FATF will remain concerned with the 
terrorist financing risk emanating from Iran and the threat this 
poses to the international financial system. The FATF, 
therefore, calls on its members and urges all jurisdictions to 
continue to advise their financial institutions to apply 
enhanced due diligence to business relationships and 
transactions with natural and legal persons from Iran, 
consistent with FATF Recommendation 19. The FATF urges 
Iran to fully address its AML/CFT deficiencies, in particular 
those related to terrorist financing.

The FATF will continue to engage with Iran and closely 
monitor its progress.

FATF Statement of 23 June 2017



Overview of Correspondent Banking 
Relations Iran (1)



Overview of Correspondent Banking 
Relations Iran (2)



Thank you for your attention!

Jaap van Dijk

Partner 

Philip Sidney
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