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Legal Aspects of the Bridge Bank's
relationship with the Central Bank
A comparative study

Dr. Nada Zuhair Al- Fil
Associate Professor of Commercial Law
College of Law - University Of Sharjah

Abstract

This study attempts to introduce the idea of the bridge bank as one of the most important
modern means devised by the American economic and legal jurisprudence to restructure
troubled banks; This was applied for the first time in the Arab world by the Central Bank of
Iraq. Upon application it has been revealed many flaws and shortcomings by the extrapolation
of the legislative texts that regulate the legal provisions of this idea. The study tries to explain
to the Iraqi legislator and drew attention to the fact that there are several legal rules that need
to be reformulated, others that must be amended, and issues that need legal texts to address.

This study is also concerned with focusing on the legal relationship that arises between the
bridge bank and its founding party, The Central Bank of Iraq and the FDIC Corporation in
the United States of America, and the powers that each of them has against the bridge bank
in the light of this relationship. In addition, the legal aspects of the bridge bank’s relationship
with the Central Bank were discussed by accessing the legal concept of this bank and the
legal adaptation of its relationship with the Central Bank; and the content of the powers
granted to the Central Bank relating to the management of the bridge bank and those related
to the transactions of the bridge bank.

Keywords: Bridge Bank, Central Bank of Iraq, Federal Deposit Custody Corporation, troubled
bank.
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(72) Section 1821(n)(4)(A)(B)(C)(D) Federal Deposit Insurance Corporation Code. Lgvé sLs a8o:
“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, as
appropriate, except that--

(A) the Corporation may--

(1) remove the interim directors and directors of a bridge depository institution.

(ii) fix the compensation of members of the interim board of directors and the board of directors
and senior management, as determined by the Corporation in its discretion, of a bridge depository
institution; and

(iii) waive any requirement established under section 5145, 5146, 5147, 5148, or 5149 of the Revised
Statutes (relating to directors of national banks) or section 31 of the Banking Act of 1933 which would
otherwise be applicable with respect to directors of a bridge depository institution by operation of
paragraph (2)(B).

(B) the Corporation may indemnify the representatives for purposes of paragraph (1)(B) and the interim
directors, directors, officers, employees, and agents of a bridge depository institution on such terms as
the Corporation determines to be appropriate.

(C) no requirement under any provision of law relating to the capital of a national bank shall apply with
respect to a bridge depository institution.

(D) the Comptroller of the Currency may establish a limitation on the extent to which any person
may become indebted to a bridge depository institution without regard to the amount of the bridge
depository institution’s capital or surplus”.

(73) CHIDI E. HALLIDAY, op.cit, p.28.
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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

."M"thereto
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(87) Section 1821(n)(3)(A)(iv) Federal Deposit Insurance Corporation.
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(101) ¢y9ane 2 <L Section 1821(n)(9) Federal Deposit Insurance Corporation:

“...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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