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Address of theBoard of Directors
In the name of Allah, Most Gracious, Most Merciful

TheBoard of Directors2 ¥ G KS 5 S LJ2 & A (i @ONJs Pleaked @ dzNJ y O ¢
present itsfirst annual report snce the establishment of thEund, covering
the period 201€2014.

The report ainsto introducethe deposit insurance system and the role of DIF
in thisrespect; andeview the various activities of thHaund within the
framework of completion of banking protection network in Libya.

DIF is considered one of the components of the financial system in Libya and
represents one of the pillars of the banking sectoplays a key role in the
field of financal mediation, savings mobilization, prenn of required
finandngfor investments, a well as provision aghe necessary banking
services for individuals and institutiomsthe economic field.

In this context, the role of DIF complements the roleotifer financial and
banking institutiongo realize financiastability and boost economic growth.

The report als@rovidesthe key financial indicator® the member banks
through analgis of the consolidatedggregate budget adperational
commerciabanks, witha view to highlighpoints of strength and weakness in
the banking system to enable th&ndto developthe necessary strategies and
plansto face anypossible insolvency that might lead tiee liquidation or
bankruptcy of some barsk

The eport reviews in dddil the development oDIFresources and their
sources and its resensatructureaccording to thestatute of the Fund. The
Management of thd=und aspireghat this report andthe subsequenteports
shall be a mean® identify the significance of the Fund to ¢hbanking sector
andcommunicae with the banks andhe publicin a mannethat strengthens
trust in the transactions of the banking sector and its role in the economic
activiy.



On the occasion of the issuance of thirst report, we extend our thanks to
the Fund and its staffn additionto the team that supervised the preparations
of this report wishing them aélverysuccess.

LYy D2R ¢S GNHMzZG FyR &aSS{ &dzLJL)2 NI X

Dr. MohamedAbusnina
Deputy Chairman of thé&oard of Directors



Address of the Generdllanager
In the name of Allah, Most Gracious, Most Merciful

| am pleased to gesent toall professional&nd those interested in the
economic, financial and banking sectbet yy dzt £ NBLR2 NI 2F (KS
Insurance Fun{DIF)in Libya through which we sekto use as a means of
communication with tlese parties Through this report, DIF explajo all
stakeholdersandthe depositors its mission, ands latest developmentand
achievementgo secure protection taepositsin the banking system in Libya.

As this is the firsDIFreport developedfor professionalsandstakeholders
we deem itimportant to address the developments of the Fund since its
establishment in 20Qtill the end of theFscalYear 2014. It shaklsoinclude
the administrative aspects, development of capital and reselvwegstment
policy of its funds and theealized returnsin addition to the financial
statementsfor the year 2014 (balance sheet amdomestatemen) with the
purposeto enhancetransparency and disclosure which are considered the key
factors of institutional governance thaDIF applies and observes

The hsurance ofleposibrsQ T ,dspdtiallywith respect tosmall
depositors, is one of tholsto boost trust in the banking systerhs is
coupled withother policiesand means, primarilthe bankingsupervision
conductedby theCentral Bank of Libyia addition tomotivatingdepositors to
follow up the condiions of their banks and ensutkeeir integrity. The costant
financial stability depends on how far the depositors are aware of the scope of
work of theFundand the limitsand ceiling®f its guarantees. Therefore, the
Fund realize the significance of the role of media in raising awarened3I6f
role and the role of member banks

To conclude, whope that we have successfully managed to prepghre
report which shall beegularlyissued on an annual basis. We welcome any
inquiresor observations that ray help theFund develop its activities and
explain furthents role.

Osama Mohamd Al Naas
General Manager
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List of Terms

Member banks all operational banks in Libya. The membership of Islamic
banks is confined to the demand depositgshosebanks.

Deposits subject to theprovisions of the statute deposits at member banks
with the exception of foreign currency deposits and the amourftsnoney
deposited by individual asa security for loans or banking facilities obtained by
another person, unless there isaedit balance out of those amounts after
settlement of liabilities held ag security.

Guarantee ceilingthe maximum amount pailly theFund as an immediate
compensation for a depositor in any member bank that is to be liquidased
decided orin case of withdrawg of the activity practicing permitas per the
applied lawsshallbe equivalent toLY D250 thousand.

Immediate compensatiordeposits deposits which are subject to the statute
and what exceedthe amouns equivalent teeach of the following categories
of the deposits:

The total amount of a deposiff equivalent toLYDLO thousand or less
Half of the amant of a deposit if more thahYDLO thousand and does
not exceed.YD100 thousand

A quarter of theamount of a deposit if more thahYDL00 thousand and
less tharnLY D400 thousand

One eighth of the amount of the depogitmore than LYD400 thousand
and less tha.YDL million;

One tenth of the amount of the deposit if more thayDL million with a

maximum guarantee df Y250 thousand.

All those amounts shall be payable to deposstin case of liquidation or
withdrawingthe activitypracticingpermitsfrom banks.

Totally collateralizeddeposits depositswhich aresubject to the statute and
areequivalent to and less thanYDL10 thousand.
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Partially collateralizeddeposits deposits which are subject to the statutgth
amounts thatexceedthe valuesmentioned beside the abovementioned
categories.

The International Association of Deposit Insens (IADI) It isa non-profit
organizationwith an independentdgal personalityestablishedinderthe
Swiss Law and is domiciled at the Bank fogrimational Settlements in Basel,
Switzerland.

The number of members in th&ssociatioramounts to80 including the Libyan
Depositof lasurance FunDIF)

Coreprinciples of deposiinsurance systers a number of principles related
to the deposit insurace systems and 16 main principlesreissued by
International Association of Deposit Insur¢isD) and Basel Committee on
Banking SupervisioBCB¥ TheFundtranslated theseorinciples into Arabic
and posted on its websitéSeeAnnex)

Delivery oflADI trophy to the Director General of the Fund
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Development of the deposit insurance systeimthe world

During the eighties and naties, theglobaleconomyfaced several financial
and banking criseshe most critical of whichvere the globaldebt crisisin the
eighties and the financial crisis in the second half of 2@08chweakeredthe
international banking system and revealed the vulnerability of the global
banking systemlt became evidenthat the global commercial banks that
played a key e in this system suffered from weak capitals, low quality assets,
and rise of percentage of doubtful debiBhose factors expedited the
establishment of banking deposit insurance systems in some countries. The
number of countriesthat aspiredto adopt legislative and regulatory steps and
procedures to protect deposits in the institutions of the banking system
whatever their types or names aread been on theise.

The banking deposits insurance system was established agja@sackdrop
of the adopton of insurance policies that usually aiomcompensag
guaranteed persons for the lossiesmoney, propertyand goodsor the human
losses or damage in the process of economic activities or in case of exposure to
unforeseenincidents.

In case of guantee of bankdeposits, this kind of insurance is characterized
by the following:

- Deposit insurances not directed towards proteain ofa certain person,
institution or a group of persons. It is directed however towards the
whole community, especially siall depositors whanaynot have enough
information about the financial positions of banks in which they deposit
their money.

- Deposit insuranceoes not ainto realize pofits by the guarardar
institutions. The main target of this processdoostR S LJ2 & thust 2 NB& Q
in the banking system which leads to stability of the units of this system
to be able toproperly undertakeheir financial mediation role.

- Bank deposiinsurances based on the philosophy of integration

between two key parts namely tHeanking system on the one hand
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( and depositors who shall get less revenues on their deposits in riurn
avoidance ofrisks and cases of uncertainty) and thgarantoron the other
(and the whole national economy as all citizens shall benefit from avoiding
cases of public panic in retufar realrevenues to be allocated for
management of insurance system).

The first bank deposit insurance systaras establisheth New York, USA in
1829. Several states then started to establish similar systems. By the end of the
nineteenth centuryall deposit insurance systems disappeared for several
reasonsthe most important of which was the insufficiency of capital and
liquidity.

In spite of the fact that the USA was the first country to establish a deposit
insurance system, former Czechoslovakia was the first country to establish a
developed systeno protect deposits and loans on the national level in 1924.
The Ministry of Flancemanagedhose funds in consultation with bank
representatives. In 1933, the US Congress ratifiedBdrk Law that aimedo
addressand avoid faults of the US financial system that led to the bankruptcy
of several banks in the GreBepressionAccording to this law, the Federal
Deposit Insurance Corporation (FDIC) was established inté984 the
deposit insurance system in commercial banks. A long tindgphasedefore
otherO2 dzy G NASa SaidlofAaAaKSR &aAYAf I NI aeadsS)
Liquidation Fund 1®60. Several countries followed suit and established
deposit insurance systems. European countries and saing world countries
started to attend tothe protection of depositors. Germany established a
special fund for insurance of degitors in 1974 after the collapse of Herstatt
Bank, when the German Federal Bank failed to contain the consequences of
financial failure of théBank.In Britain a gravebanking crisis that took place at
the beginning of the seventided to the establishrent of the Deposit
Protection Scheme in 1979. At the beginning of eighties, Italy established a
deposit protection system and France followed suit in 1985for the Arab
world, Lebanon isonsidered thdirst Arab county to establish a deposit
protection system. In 1967t establisheda national institution for deposit
protection. Bahrain establishatie DepositProtection Council in 1993
followed by Sudan that establish@bank deposit insurance furid 1996 then
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Jordan that established the bank dejgdasuranceanstitution in 2000. Libya
establishedPepositoiQQ lisurance Fungin 2010.

It has been noticed that the bank deposisurancesystems in the majority of
the world countries are relatively new systen@@bservers of banking events
shall notice that the establishment of deposit insurance systems in most cases
was part of a number of reforms that included boosting the supervisony
regulatory powers of monetary authorities.

In spite of the fact thasome of the systems are run without governmental
interference, the majority of deposit insurance systems aanagedoy
monetary authorities irthe respectivecountries. Inrmostcountries, the
participation of commercial banks in the insurance system ligatory andit
takes placeaegardless of the level of economic progress of the country. As for
coverage, the bank deposit insurance system is usually basad on
comprehensivéasis,ncludngall the national and foreign banking institutions
and their branches inside a certain countbyt not the branches of the
national banks in foreign countries. All insurance systems protect residents and
non-residents however they are dividednto systemshat guaranteeor do not
guaranteeforeign currency. In the marity of countries, there is a ceiling for
insurance regarding each depositehich coversa large number of depositors
and a smaller percentage of the value and volume of guaranteed deposits. It is
worth mentioning that the studies conducted by the Intational Monetary
Fund reached a rule of the thumb indicating that it is proper that the
guaranteed ceiling of deposits should be one or two timesatherage per
capitaGDP.

It isnoteworthythat in most deposit insurance systems, laws prescribé tha
any depositor, howevesmall,shouldincur part of the losses. The coverage
should not be high because these systems were established inrfatemall
depositors. As folargedepositors, it is expected that they are capable of
following up the conditins of the banksvherethey deposit their money.
Therefore, there would be a reasonable amount of market discipline so that
deposit insurance would not lead to moral hazards esgntedin the failure of
the depositorgo follow up the conditions of theibanks whichrenderbanks
more adventurousn their transactionsHowever the guaranteed ceilingf
deposits rises with the passage of time to cope as much as possible with the
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economic changes related to national income growth, tredhighinflation
rates. In addition, some countries try to find solutions sarmblingbanks.In
addition to liquidaton, these banks arsubjected tdfinancial and
administrative restructuring until their financial conditions improwethey are
soldor mergedwith other banks with good financial positions.

As for the sources dinance ofdeposit insurance systems, the majority of
the laws m bank deposits insuranagefinethe sources of the funds of the
institutions as the capital that usually accumags as a result of the core
mandatorycontributions made by member commercial banks at the time of
establishing the system in addition to the contributiarf¢he Central Bank,
Ministry of Finance and periodicalstalmentsas well as the mnual
contributions collected by the insurance systeagminst theguarantee and
protection services it provides in addition to the eewes of investing its
money or any funds borrowed by those systems as per the provisions of their
laws.In most deposit insurance systems, the anmugdscription feeso be
paid by financial institutions and banksveesa flat rate of the volume of
deposits. This rateariesfrom one country to another. However osne
countries adopt an annualubscriptionsystem that is based on a riskased
assessment of the member banks as is the case in the USA. In spite of the fact
that this system is considered fair and efficient, it is more complicated from the
administrative and technical poisibf view because it isased on expected
high risk in each bank. Therefore, it does not suit the deposit insurance systems
at their earlystages.

The main role of the bank deposit insurance systems which is represented in
the trust of depositors in the banking system atslability to protect their
deposits is the strongnchorof the existence of aobustand developed
banking systencapable of coping wit the incessant changes in the banking
industry and in turn it shall be capable of achieving its economic and social
objectives effectively and efficiently.

International Association of Deposstinsurers (IADI):

IADI was established in 2002, in Basel (Switzerkangomote effective
deposit insuranceystems through guidance and international cooperation.
The members of this international organization conduct research and studies
with the aimto improve deposit insurance systems in the member states. They
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also exchange kowledge and expertise ttoughparticipating in workshops and
international conferences.

The IADI comprises 80 memlmbrposit insurancénstitutionsin 77countries.
The Libyan DIF joingde membership of IADI in 2012 .cibpeswith the
activities and developments of th&ssociatio.

It isnoteworthy mentioning that on 18/6/2009Basel Committee for Banking
SupervisionBCB¥and IADI published theore principles of deposit insurance
systems andkeyinternationalcriteria were set uggo be used taeform deposit
Insurancesysteams.

Archaeological Sabratha Theater
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Depositoi®@ Insurance Fund in Libya
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An overviewof the Fund

Our Vision
TheFund shall be a pioneering institution and the best in the field of protecti
of depositor€money.

Our Mission

To potectdepositor€) T mizsh&kkanks and financial institutions working in
Libyg promotelocal savingscontribute to strengtherthe banking systerand
achie\e financial stability in Libya.

OurValues

)l
)l
)l
)l
)l
)l

Integrity

Credibility

Transparency

Excellence

Continuouseducation and training
Teamwork spirit

Our Objectives

)l
)l

1

== =

Maintain financial and operational capabilities of thend;

Promotethe capabilities of thd-und in the field oflepositinsuranceand depositor®
compensation;

Establish a system for riskanagement and protection of the safety of the banking
sector,

Raiseawareness of the deposit insurance system and the objectives diuthe:
Participate &ectively in the activities of regional and international associations and
unions.

0 0 0O 0 00, T O e

OO gy

Memorial photo on the occasion of the establishment of fuad
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Establishment of the Fund

The Depositd2 lsurance Fund was establishedlayv no. 1 of 2015
concerningbanks, amended blyav no. 46 of 2012lts statute was
promulgated by the decisioof the former General & 2 LJC&rinitee no.
513 of 2009, issued on 7/11/2009. Thend started its activities on 1/3/2010
to enablethe banking sector in Libyta keep abreast witlthe international
developments in this fieldlhe ind was established to restore trust in the
banking sector that plays a real role in creating a strong economy supported by
a robust banking sectoihe fkind has a preventive role based on studies,
researches, analysis of the financial positions of the lmenibanks. This role is
complementary dthe role of theCentral Bank of Libyalt ismanaged by a
panelof inspectors who try to probe the conditions of banks to avoid their
exposure tadefaultor bankruptcy. Thé&und plays a compensatory role,
accordingto its statute, as it is committed to compensate its depositors when a
member bank is liquidated or whets license is withdrawn.

Board of Directors

Article (5) of theFund Satute stipulates that theFund shall be managedy a
Boardof Directorchaired by theDeputyGovernorof the Central Bank of Libya
with the membershipof Undersecretary of the Ministry of Finance,
Undersecretary of the Ministry of Economy, CEO of the Libyan Banks
Association, in addition to three other members to be appoirdsdgera
decision issued by thBoard of Directoref the Central bank of Liby#or a
renewable term of three year3.he decision of th&oard of Directorsf the
Central Bank of Libyano. 3 of 2010 was issued regarding the appointment of
the Chairman andnembers of thé/und anddetermination of their
remuneration

As perArticle 6 of theSatute, the Board of Directorshallundertakethe
following tasks and responsibilities:

1- Developthe general polig of the Fund;
2- Approvethe general plan of investent of theDIF) &  FadzgeRthe

provisions of the3atute;
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3- Developthe organizational chart of thBund, providejob descriptions
andoutline tasks and responsibilities

4- Adopt the organizational, financial, administrative instructions of the
Fund;

5- Approveof the estimated annual budget of theuRd,;

6- Approveof the financial statements and final accounts of thend.

ExecutiveManagement

1 General Manager

Article 12 of theStatute stipulates that thédvund shall have aGeneral
Manager¥ | LJLJ2ak geil &5dRcision by tHBoard of Directorshat shall also
RSUSNNAYS KA.DecisiBnndz/dd2010ivasAsgued by Board of
Directorsof the Fund concerning theappointment of theGeneral Manager.
Article 8prescribeghat the Gereral Manager shalindertakethe following
tasks ancdcompetencies

1. Implement the general poljcdeveloped by thdoard of Directorand
the decisions and instructionssuedby the Board,

2. Supersethe administrativebody of the Fund;

3. Prepae the annual financial repornd thefinal accountf the Fund to
submit © the Board,

4. Prepae the draft annual budget of théund;

5. Perform ay other tasks to be assigned by tBeard of Directorsr
assigned to him as per the decisions and instructions issued in

iImplementation of the provisions of th&atute.

DIFdepartments and offices
TheBoard ofDirector approved by virtue ofits decision no. 1 of 2011he
organizational chart that caprises the following departments and offices:
1- Administrative Affairs and Human Resources Department

This department shall implement the laws, regulations, rules and decisions
relatedto administrative affairs and human resamasas well as public
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relations, training and service3.o achieve its tasks it has beassignedhe
following competencies:
w Implement legislations, regulations and rules regulating

administrative affairs and human resources of thend,

w Provice the human resources requirements of all departments
monitor andassess their perfornme and work orhuman
resources development;

w Complet all the administrative procedures related to the
occupational affairs of stgff

w Supervie the management and maiahance of computer systems
through monitoring the operation of the main system and its
peripherals provide technical support for any administrative unit
in the Fund; implement the daily and periodical procedures to
guarantee its efficiency, performancednoontinuity of work.

2- Accounting and Finance Department

TheDepartmentmonitorsall financial activities and transactions of the
Fund, including book keepingexecuton ofdocumentary cyclegollowing up
the preparation of thelraft estimated budget and final accounts of theind,
as well as performing operations related to financial resources and reserves.

To achieve its tasks, it hBsenassignedhe following competencies:

- Devise, review, and develop, when necessaplanandanexecutive
program ofaction for theAdministration

- Manage the accounting system of thend;

- Prepae the draftestimatedbudget of theFund and monitor its
implementation

- Prepae thefinal accountn the setdates and sbmit to the General
Manager to take the mcessary action in this regard.

3- RiskManagementand Inspection Department

The Departmenshall examine banking records of the member banks that
faceproblemsaccording to the published financial data of bard@nduct
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financial analysis of publishethta; and monitor economic indicators especially
those related to deposits movement, liquidity, reserves, capital reports, credit,
risk conditions at banks arsgcurityactivities.

To achieve its tasks, it wassignedhe following competencies:

Monitor the trends of bank deposits, liquidity, reserves, capital, credit
andrelatedrisks and other indicators related to the banking sector, their
impact on theFund, and prepate reportswith recommendations to be
submitted to the General Manager to takthe necessary action

Suggest inspection and monitoring mechanisms to be conducted by the
Fund,

Follow up the decisions related to the work of thend which are issued

by the Central Bank of Libyand other relevant bodies.

4- Studies and Investments Deptment

Studies andnvestment Department is assigned to prepare studies and

researches on the activities relevant to the tasks performed byrtimal; it
also manages the investment of tldF) &  Faddyfevenues used in
supportof the reserves.

TheFund does not distribute profitsealizedthrough the available

investment tools as per the provisions of the statute and decisions issued by
the Board ofDirectors.

TheDepartment alsaundertakesthe following tasks:

Prepae field anddeskstudies andresearch

Monitor the investments and preparrelevantperiodical reports
Suggesthe necessary strategies, plans, mechanisms and programs for
the development of the performance of thieund;

Analyseand study the economic conditions and indica@s well as the

activities of the financial and monetary markets concerned.

5- Internal Audit Office

TheOffice is assigned to conduct audit of transactipersd examire
records, documents, registers, instruments and others, to guarantee a high
levelof confidencein the validityand accuracy of this data.
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6- Legal Affairs Office

TheOffice provideslegal opinions and consultations on the issues presented
to it. It also monitors and takes all legal procedures related to the legal issues
of the Fund as well agprepare and draft the decisions issued the Board of
Directorsand GeneralManager in addition to other relevant tasks.

It is worth mentioning that the staiffig of the Fund had been developedhe
number of the staff reached 30 employeesluding 22 clerkand8 support
services staff The staff were also better qualified and traineginumber of
employees participated in training courses, workshops, symposiums held by
specialized institutions in Libya and abroad.

Onthe-job training forDIFStaff
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Membership

In implementation of the provision drticle 91 ofLaw no. 1 ¢ 2005

concerningoanks and its amendments and in implementation of the provisions
of Article 4 ofDIFSatute that stipulates thatt | KS Y SY 0 SRBIKA LI 2 F
shall include all banks and institutions working in Libya that are licensed to

I OOS LI Rdichiidgihat thé embership is obligatorghe number of

member banks reached 17 banks till the end of 2014. They are as follows:
Table (1)

Member banks at thecund

SN Member banks

Foundation
date

Alejmaa Abrabi Bank 2004

Al WafaBank 2004
Al Mutawasit Bank 2006

Sahaa Bank 1964
Gumhouria Bank 1969
Wahda Bank 1970
National Commercial
Commerce and
Development Bank 1995
ﬂ AmanBank 2003

SN

10

11
12

13

14

15

16

17

Member

(S

North Africa
Bank

Waha Bank

Sarai Bank

Arab

Commercial
Bank

United Bank

First Gulf
Libyan Bank
Libyandinars
Unit(*)
Libyan
Qatari Bank

Foundation
date

2006

2006
2007

2007

2007
2007
2008

20ny

On the otherhand,Law no. 1 of 200®oncerningoanks amended byLaw
no. 46 of 2012 andvticle 9/bis/5 stipulatesthat the membership of Islamic

banks in theeundis confined to demand deposits in those banks taking into
consideration that the investment dfankdeposits by thdund should be done

separately and in areas that are permissible by Islamic laws.
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DiIFcapital
Article 10/a of theSatue stipulatesthat the DIFcapitalshallinclude the
following:

1- 5 million Libyan dinato be paid by theCentral Bank of Libyance the
Satute comes intdorce;

2- Nonrefundablesubscription feeof 100 thousand dinato be paid by
the member bank on two equaistalments the first is to be paid within
a month and the second within a year of the date Sha&tute comes into
force. The subscription feshall be paid in one amount by any bankitth
joins the membership of theurd after the statute comes into foec The

subscription feeshall be considered as part of thdFcapital.

DIFresources
Article 10/b stipulatsthat the resources should comprise the following:

1- Loans to be obtained by tHaind as per the provisions of tiatute;

2- The annual subscription fees to be paid by member banks téiihd;

3- Rdurn oninvestment ofDIFfunds;

4- Fines imposed on member banks for violation of 3#edute or any
relevant decisions in implementation of the provision®dicle 91/v/2
of the BankLaw,

5- Fines imposed by th€éBLBoardof Directorson member banks violating
the BankLaw as per article 101/bis of the said law

6- Any financial grarst or donations provided to theuRd after the approval
of the Gentral Bank of Libya

Collateralized and uncollateralized deposits

1- Collateralizeddeposits:
a. Demand deposits (current accounts)
b. Saving deposits (saving deposits)
c. Time depositstérm deposits)

2- Uncollateralizeddeposits:
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a. Deposits in foreign currencies
b. Any sums of money deposited as a security for loans or bank
facilities obtained by another person if there is striéditbalance
out of this money after payment of all commitmentdevant to
those loans.
3- Ceiling of the guarantee
- The totalamountof deposit, if it amounts to 10 thousand dirsor less
- Half theamountof the deposit, if more than 10 thousamtiharsand
does not exceed 100 thousanthars
- A quarter of theamountof the deposit, if more than 100 thousand
dinarsand does not exceed 4@Bousanddinars
- Oneeighth of theamountof the deposit, if more than 400 thousanddan
does not exceed one million dinar
- One tenth of theamountof the deposit, if more than 2 milliodinarson

condition that the maximum guarantee is 250 thousand dsnar

TheFRund is committed to guarantee all deposits in Libyhamarsexcept for
the following:

- Deposits of a bank in another bgnk
- Deposits of officials in the bapnkamely
0 Chairman and members 8bard of Directors
o General Manager, his deputy andsistants
- Deposits of persons in charge of auditing bank accounts deposited in the
Fund, namely
o Director ofInternal Audit Department
o Director ofRiskManagement ad Inspection Department
o Compliance Unit Manager
o ExternalAuditor
4- Currency of the guarantee

TheFRund currently guaranteeamounts deposited in Libyatinarsonly.
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DIFActivities
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Workshop organized by the Fund
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Media activity

Throughthe use ofvarious means acfommunicatiorand different media
holdingsymposiumsandworkshops andparticipation in conferences held
inside the country and abroadh¢ Fund seeks taaiseawareness regarding the
its role in the area of deposit insuran@nd protection of bank depositors to
encourage investmeni$oost trust in the banking systerand contribute in
achievindinancial stability in the country. THeind is also keen on
communicating with member banks with the atmobtain data and
information that serve its purposes.

Following are the key activéés andcommunication process conductéy the
Fund during the few past years:

1

TheFund launched its website on the internet with tipeirpose to
communicaé and interact with the depositors througteceipt oftheir
observations and inquires and respondioghem in addition to
exchang ofinformation and data relevant t®IFactivities with member
banks.

2- TheFRund participated in theSecondBank Exhibition hetl in Tripoli
International Faiheld during the period fron2-5 December 2012t
held a workshop with the participation éfrabcourtriesand it was
entitled: dDeposits Insurance: visions, objectives and ambitiols
December 18, 2012 at Wadan Hotel.

3- The kind participated in thélhird Islamic Financial Services Conference
held atthe Libyan Academy during the period from 17 tillD&cember
2012 in its capacity as a bronze sponsor. The General ManaBanlof
Depositinsurance Fundth Sudanandthe MENA Regional Manager
participated in the conference with a paper on insuranceegasits in
Islamic banking.

4- TheFund participated in the evestof the conference nthe

Development ofDepositinsuranceSystems (features of design and
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5-

O-

solution systems) organized by the IADI during the period frerh®
April 2013 at Basel, Switzerland under the auspices of BlFihbdevas
represented in the conference by a member ofBard of Directors
andits General Manager. The twdlFrepresentatives seized this
opportunity tointroducethe Fundto their counterparts from deposit
institutions and authorities worldwide through holding a meeting with
delegationsof 69 participating countries.
The DIFKseneral Manager and one of the staff members of the
AdministrativeAffairs and Human Resources Departmeneatied the
annual conference and the T3neeting of IADI held in Buenos Aires,
Argenting during the period from 4 7 November 2013.
The General ManagemDirector ofAdministrationand Secretary oDif
Management Boardisited Kenya to attend a workshop organized by
IADI in collaboration with the Kenyan SchoolNwnetary Studies at
Nairobi during the period from 186 May 2014, and it was entitled:
dDesigning an Effective Deposit Insurance Syst@mn
TheDIFGeneral Maager participated in a workshabout settingup
the themes of the Fourth Conference for Islamic Financial Services
organized byraculty ofApplied and Academi€inanciabnd
Administrative Sciences in Libya for Higher Studies, on Jun@14/, 2
One of tre members of théBoard of Directoraind one of the staff of
Accounting and Finance Department attended the events of Saf4gis 3
conference on Islamic Finance held during the pefioth 16 to 17 June
2014.
The General Manager and Secretary of Buard ofDirectors
participated in a highevel seminar orfficiency of interactions in
deposit insurance system, which was held in Nairobi, Kemya5 and
26 June 2014.
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Financial Activities
DiIFcapital

DIFcapital reached 6.7 milliodinarsat the end of 2014.TheCentral Bank of
Libyacontributedwith 5.0 milliondinarsand member banks with 1.7 million
dinars. The following table shows the developmentdfcapital during the
period from 20106 2014.

Table 2

Development ofDIFcapital (In dinars)

Year Amount
2010 6,550,

2011 6, 600,
2012 6, 700,
2013 6, 700,
2014 6, 700,

DIFresources

Article 10.b of the Statute stipulates a number of items that represent the
resources of the Fund. The value of those resources amounted to about 212.9
million dinars by the end of 2014 distributed as follows: subscription fees,
fines, investment certicates returns, and lease of the building.

The following table shows the development of the resources of the Fund
during the period from 2010 to 2014
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Table 3
DIF esourceqin dinars)

Year sﬁtr)]géjr?;ti FIES HIEE - R?r?é - Total
(*) ( * * ) revenues building

~ 0l 0.000 0.00 734,11 38,1!' 0.00 772,3

20l  0.000 0.00 367,4 68, 6 .00 436, 1

0
20 49438290 1,34 1,156 429,¢ 0.0051, 02!
0

2 0rdl 83673430 0.00 1,911 815, ¢ .00 86, 40

2014 70,336,002 1,870 390, C 1,254 405, 74, 25!
Jorz 203,441,871 4,558 2,606 405, 212, 88

(*) In implementation ofArticle 91/iv/2 and (**) in implementation ofArticle 1014i.

DIFReserves
Article 18 of theSatute stipulates that theFund shall form reserves that

amountto 3% of the total deposits subject to the provisions of this statute
within five yeas of the date this statute comes into effect. These reserves are
formed from the subsdption fees collected from member banks, and the
surplus of activities achieved during the year after issuing a decision by the
Board of Director# this regard.

As the investment fields available for thend are limited and subject to
quick ligudation, therefore, the expected revenues shall not dgequateto
reach the 3% target within five years.

The total reserves reached from collextiof subscription fees and surpla$
activities since the establishment of tiand till the end of 2014vas around
209.6 million dinars. The following table shows this progress during the period
from 2010 b 2014.
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Table 4
Development of Fund Reserves

(in dinars)
Year Subscription Surplgg of Total
Fees activities
2010 0.000 615, 3 615, 31
201 0.000 149, 2 149, 2

49,438 1,114 50, 552
b 83,673 1,872 85,545
ooy 70,336 2,415 72,751
Total 203,447,722 6,166,944 209,614,666

Annual subscription fees

Article 11 of theSatute stipulatesthat each bank shall be committed to pay
an annual subscriptiofee as determinedoy the Cetral Bankof Libya and shall
be reviewed and amended neecded, by the same bank. The subscription fee
is calculated according to the total value of depositshim bank by the end of
December of the former year. Decision no. 34 of 2010 by the Central Bank of
Libya was issued regarding the authorization of @.Governorto issue two
decisions regarding thieund:

1 To determinghe annual subscription fee

1 To @lcuate the fine for delay of payment of subscription fees

Decisionno.68 of 201was issued bthe Governorregardingsettingthe
annual subscrijon fee in the DIF and the firfer delay of its payment. The
Decision et the amount 0f0.002% of the totatleposited liabilities in the
member bank.

The said decision exempted the fiscal year 2011 of being subjéut
percentage and replacatdwith 0.001 % of the total deposited liabilities at the
member bank, in view of the conditions that the country went throughe
said decision specified the fine imposed on delay of payment oftéeles
calculated as per the following equation:
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— The value of the fine for each day of delay

Then Decision no. 44 of 2013 was issued by hevernorconcerning the
amendnent of some of the provisions ddecisionno. 68 of 2011 regarding the
determination of annual subscription feeBhe value of the annual subscription
fees in DIF shall be considered to be 70% of the total depositsaffielsdment
shallenter into force starting the fiscal year 2013. The menimaksin the
Fund shall be relieved of payment of the annual subscription fees for the year
2011 and any amounts paid for the said yshall be considered dses for the
following fiscal year 2012.

It is worth mentioning that the annual subscription feis confined to a
ceiling of 20 milliominarsand a minimum of 50 thousamdinarsas per the
Decision no. 5 of 201¥sued by CBL Governor

DIFinvestments

According to the provisions ofrifcle 17 of theSatute, the Fund shalinvest
the money it gets fromannual subscription fees of the member banks and
financial fines imposed on member banks by the Central Bank of Libya and the
revenues of investing this money, as per the investment policy set ug by
Board of Directors

TheSatute specified the fields of ingments andstipulated that this should
be through bills issued by the state institutions in Libya andauaed bonds
including depositertificates in the Central Bank of Libya and other
investments proposed by thBoard d Directorsand approved by the
Governor.

TheFRund seeks tautilizeits resources in the avable investment fields with
the aim of boostingts role inenhancinghe targeted reserves. In spite of the
fact that theFund is a norprofit organization, the profitsealizedare not
distributed but they are considered part of the surplus of the activities to be
carried over frononeyear to another in support of the reserves of thend as
per the provisions ofrticle 91/ii/ of Law no. 1 of 200%0oncerningoanks and
its amendments.
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Decision no. 6 of 2012 was issll#y theDIFBoard of Directorsegarding the
formation of thelnvestment Committe¢o suggesthe general polig of
investment according taccuratelyspecified controls that would guarantee
safeguarding th®IF fundsand not entering into any riskhat may lead to
losses TheCommittee embarked on its tasks and it is currently setting up the
key foundations of its work in collaboration with the Stuglend Investment
Department. The following table shows the development of theestments
and revenues of theuhd during the period from 20102014

Table 5
DIF nvestments (in dinas)

Revenues of R s

Iltem Investment inCDs CDs Investment
( *byilding

5,985, | 38, 15 0. 00C
6,982, ! 68, 64 0. 00C

60, 847, 429, 8¢ 0. 00C

118, 703 815, 3¢ 0. 00C

141,665 1, 099, 405, 0

(*) The fund rented the building as of April 2014

Revenues and expenses

The total revenues of thBund during the period from 20102014 reached
about 9.5 milliordinarswhile the total expenses spent on various items of
expenditure reached around 3.3 milli@mars.Thus the surplus of the
activities at the end of 201#eached around 6.2 milliodinarsincluding 2.4
million dinarsfor 2014 alone.

The following table shows thgevelopmentof annual revenues and expenses
during the period from 20100t2014
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Table 6
Developmentof the DIFrevenues and expensgs dinars)

Year Revenues Expenses

772,3 157,0
436,1 286, 8
1
2

Surplus/(deficit)

1,587 473,
2,726 854,

3,948 1,532, 2
9,471 3,304, 6,166,

It is worth mentioninghat the Rund has not compensateany of its
member banks within the framework bfink deposit insurangealue tothe fact
that none of the working commercial banks in the Libyan banking sector has
defaulted andnoneof them declared bankruptcy or has been liquidated in the
Libyan banking sector that enjoys financial stability and safety.
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Development of the activities and performance of member banks

Meeting of Commercial Banks Managing Directors
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keydata of the member banks

Table 7
Key data of member ban&(in millions of dinas)

Deposits
which are
Total assets subject to the
by the end of provisions of
2014 the Law by
the end of
2014

OTYy P pT MMXZAOTT TZTpAN!
Mnanand Mp T OMZpMnN HHZXZHCN
nNoH D TY MHZHTH y2yco!
pnno, co MPp XZ0HDN MNZT dy
Mnp P, ocC pXmMy n¢ nnnmt
Development Bank

Mnn o, 0N HEXMpP g MZ MY ¢
pT ®p M dn dpdn pyndc
pmMOd o] HY T OT MYy n ®H
Mc ®p (0] Moy ®p MMO ®n
ongd, pn HZ MM ¢ MZnN @QH!
Mpn b y MXp /o ¢ yTcodp
00 ®o H My n ®dg y o dn
o0 ®o H HAmby dhn oy
dhc Dy M H nyy dc onmM®PH
Hcnd M pT p PC nnHOY
opcod pPHM PP ZHMH cyzdnn

(*) Owned by theLibyan Foreigndhk

Number of
branches by
the end of
2014

Member banks Capital
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Activities and performance of thenember banks

The number of commercial banks workind.ibyareached 15 banks by the
end of 2014 in addition to the LibydinarsUnit which is affiliated tahe
LibyanForeignBank. The number of branches and agencies of those banks
reached 521. It is worth mentioning that the Libyan Qatari Bank joined the
membership of thdrund before it officially started its activities.

Bank concentration

The bank concentration index nbyathrough (IHH) Hirschman Index
Herfirdahl indicated that there is a high bank concentration due to the fact that
GumhouriaBank took over the largest market share that reached 33.3 % of the
total banking sector assets, 33.3% of the total deposithefsector, and 43.4%
of the total banking credit in 2014As for bank branches, GumhouBank has
30% of thetotal branches and commercial agencies.

On the other hand, it has been noticed that there is deposit concentration
at the LibyarDinarsUnit affiliated to the LibyafroreignBank. One of the
deposits represents 85% of the total deposits of this and 14.6% of the total
deposits of commercial bank$his concentration has its risks on the whole
sector. Therefore, individuals and publg\aell as private institutions should
be advised to deal witemall andmedium sized banks that enjoy good
financial position and good governance.

The commercial banks performance wasfaldows during the period from
2010 b 2014:

Asset development

The aggregate balance sheet of the commercial banks during the period from
2010 b 2014 registeed a remarkable growth of the bank assets that reached
54.7% whiclamounted t029.9 billiondinarsduring the years 20102013. This
asset growth reflected also on the increase of the bank liquidity rate and the
volume of bank creditHowever, iis noted hat the volume of those assets
decreased in 2014gainstis volume in 2013 by 3.2% to reach 95.2 billion
dinarsdue tothe decline in the economic activity and decrease in deposit rates
in banks during this year.
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Table 8
Bank assets development
(in million dinar)

Total
assets

Growth
rate %

;s
L AUl 70,93 85

 J0 84,42 19.¢C
A0 98,37 16.°¢

Figure (1)
Development of total assets

m Total Assets

120,000.0

98,375.5
100,000.0 95212.0

84,420.4
80,000.0 65352.4 70,938.1
60,000.0
40,000.0
20,000.0

2010 2011 2012 2013 2014

in million dinar

Bank Liquiditysituation

The volume of bank liquidity represented in cash bdathnces abanks
increased to reach 48.5 billiatinarsby the end of 2010 which represented
64.5billion dinarsat the end of 2014 with a growth rate of 33%hisis
attributed to the huge increase in public expenditure rates during that period
and to the fact that the public treasury repaid its debts to the commercial
banks. However, it is noticeddhthe bank liquidity rate decreased during 2014
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compared to 2013 with about 5.3 billiahinarsfor the abovementioned
reasons.

Table 9
Development of liquid assets in the banking sector
(in million dinars)

Liquid assets

Year Growth rate

201 48, 53 11.4
201 51, 74¢ 6.6
201 58, 33« 12.7
201 69, 80¢ 19. 6

201 64, 54: 7 .-5

Hgure(2).development of liquid assets

80,000.0
69,806.9

70,000.0 64,544.9
58,333.
60,000.0 51,749.6 : ’
48531.6 o

50,000.0

40,000.0

30,000.0

20,000.0

10,000.0

2010 2011 2012 2013 2014

in million dinar

m commercial banks' liquid assets

Bank Credit Development

The volume of loans and credit facilities granted for various reasons
increased from 13.0illion dinarsby the end of 2010 to about 20.0 billion
dinarsat the end of 2014 with an increase of about 7.0 bilkimarsand at a
growth rateof around 53.8% or annual average of 13.4% as showalile
10 below.The majority of this increags attributedto the Muralaha
transactions conducted by commercial banks during the past three years. The
ratio of loans and credit facilities to the total assets during 2014 was 21.1%.
Furthermore, the ratio of loans and credit facilities to the total deposgits
25.2%. Theeare low levels indicating that bankslizedtheir investments in
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other areas rather than loans and credit facilities due to the high risks
accompanying them. This also beconeeglentwhen the banks invest their
money in deposit certifiates in the Central Bank of Libya as it is a secured
investment tool although its interest rate is low.

The ratio of credit to the GDP in 2010 was 14% and 49.1% at the end of
2013 (due to the huge decline in the oil production and the impact ootladr
sectors) Theseratios are very low compared to those in neighibing
countries or other oil producing countries in whiclettatio is higher than 60%
of the GDP under natural circumstances.

Table (10)
Total loans and credit facilities
(in million dinars)

Total loans and
credit facilities ~ Growth

rate %

13044.6
1786. 6 2.-0
1899.5 24.3
1832. 2 14.7
1967.0 9.5
Figure (3)

Development of bankcredit

25,000.0
19,967.0
— 20,000.0 18,232.2
@ 15,899.5
2 15,000.0 13,044.6 12.786.6
o
E 10,000.0
£
5,000.0
2010 2011 2012 2013 2014

m total loans and credit facilities

As regards the distributioaf the total loans and credit facilities, loans and
facilities granted to various economic activitrepresent 58.4% of the
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credit portfolio of banks while social loans (consumer loans) represent
35.9% of the total portfolio. As for real estate Iesawho® value is
continuously decreasing due to tieluctanceof banksto grant tistype of
loans for a long time now, it only represent 5.7% of the total portfolio.

Table 11
Development of bank crediby purpose

(in million dinas)

Economic real

Year activities estate
loans loans

Iliiwi ynycd MImy 10.4

Iliiwi YyZHPNd MEIMpP 03500 MHZITY 4 dn
Iliiﬂi PZcTMdMZIMO NZPT MpZITy 234
Iliﬂﬂi MMZpPANC MZMO C2ZTH MTZpPpC MN®T
Iliﬂﬂi MHZTNY MIMO TZIHM MMPIdc d>p

Figure (4)
Development of loans and credit facilities

OXTT. MOXZnNI

Loans and credit facilities at the end of 2014

6%

N

B economic activities loans
M social loans

I real estate loans
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Development of deposits:

The balance of deposits at the commercial banks increased during the period
from 2010to 2014 from 55.3 billiominarsat the end of 2010 to 79.1 billion
dinarsat the end of 2014 with an increase of 23.8 billtbnarsand with a
growth rate of 43%The majority of the increase in deposits at commercial
banks is attributed to the increase of the deposits of tlmaficial institutions,
public and sempublic institutions and authoritieas well aghe deposits of the
private sector due to the expansion of public expenditure artnsion of
more loandby specialized banks. The demand deposits that were estimated at
56.6 billiondinarsat the end of 2014 represented thaajority of depositas
theyrepresented 71.5% of the total deposits.

Table 12
Development of demand depositsy sedor
(in million dinars)

Private Growth

Government Public sector Total t
Year : : sector : rate
deposits deposits : deposits
deposits

6077.¢{ 2396. 2838.5313 13.6

5069.  2®09. 2&01.58 80 5.7
6, 961 28,50 32,8768, 3: 16.9
5,789 46,84 30,9283,5( 22.2

5,425 40,92 32,7479,0!' 5 .3
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Figure (5): development of demand depositsby sector

45,000.0

40,928.0
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° S 25,000.0 23,838.6 23,909.6
O
=20,000.0
IS
.£15,000.0

10,000.0 6.077.8 5,969.1 6,961.5 5.789.0 54252

e | i i

2010 2011 2012 2013 2014

m government deposits  m public sector deposits m private sector deposits

Table 13
Bank deposits structure
(in million dinars)

Demand Term Saving Total

deposits deposits  deposits  deposits
42,33 12,23 743. 55,31

46,37 11,41 683. 58, 48
54,72 11,99 705. 68, 34
61,83 21,06 662. 83, 56
56,59 21,90 599. 79,009
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Figure (6): Type of deposits

Type of deposits at the end of 2014

1%

B demand
M term

1 saving

Shareholders' equity

TheShareholders' equitincreased ircommercial banks during the period
from 2010 b 2014 from about 4.5 billiodinarsat the end of 2010 to 4.9
billion dinarsat the endof 2014with an increase of 0.4% billi@inarswhich
represents a growth rate of 8.9%. This growth rate is attributethéoprofits
banksrealizedwhich contributedto boost its capital during this period.

Table 14
DevelopmentShareholders' equityat commercial banks

Total
Year capital reserves property

rights
1 4

Growth
rate %

3566 .
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Figure (7): development of Shareholders' equity

4000
3495.2 3566.6
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3000
2500
2000
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in million dinar

o

o

H capital mreserves

Table 5 shows the development of the percentage of performance
indicators of commercial banks due to financial positions and income
statements of those banks during the period from 206@®14 which were
submitted to BankSupervision and Cagbepartment at theCentral Bank of
Libya ando DIF. It is noticed that in spite of the improvement of performance
of some banks in some aspects their performance declined in other aspects.

Money growth
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Bank performance indicators

Table 15: commercial banks performance indicators (percentage)

Ry 13. 13. 10. 1D 11.8
Bty 7 60 62 51 4.45.1

Non¢performing loans (NPLs)/total 34 38 40 3.94 4
assets %

NPLs/total loans % 172 210 210 210 21. 0

Debt provision / total NPLs % 85.0 793 709 65. 64.0
Debt provision /total loans % 147 167 149 13. 13. 4

e 2 .. 18. 19. 18. 21.0
e 5 0. 60./57. 62.[a . o
R N 3. 7 4.04.75.25.0

(I;\’ii\;?)nues/number of staff (in million 92 57 76. 73 a . N

Tgtgl assets/number of branches (in 136147 167189182 . 7
million dinar)

A 150 | 100 137 [12.
It 43 730 686 71. 67. 8
e I 236 219 236 (21.[25. 2
B e eV s4.6 824 808 84. 83. 1

o 01 O
w b~ W
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DIF Financial Statements
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Table (15)

Balance sheet 081/12/2014
(in dinars)

ltem 2013

Assets

Active assets

Cash ichandand in banks npnZycHozZndooznil
Accounts receivable HM®DnAnn PZPpnHPH|

Investment in CDs MMYy 2T/NO:MNM2X2ZCCQPp.:

Accrued revenues MZNOTPZH(OZO0ONPZ2ZY (
Duesubscription fees MOZNTdMZICcCAZMMpP 2
Expenses in advance nodénnn MO2XHAP P

A
4

Total active assets

=<
o
©
M
<
]
=)
u
|
<
™M
I
|
o

Fixed assets

Buildings Y2NCTXZTJYZNCT 2T
e BN ES AT A TN TEZAHHCONOSHHI ¢

Total fixedassets

0 <
- M
4 ©
M =2
S O
O M
o -+
1 <
a M
(@) (@)
M
I 3
= M
©c &

Other assets

S
]

=
=
=
M
o
]
<

Total assets

I
<
—
™M
o
©
—

Liabilities

Active liabilities TOYZO0O/MN(MZNNOZM
Property rights MNMOZPCHIHMCZOMI:

Total liabilities MONZONMIHMT Z20pPT:



Table 7

Income statemen for the period
from 1/1/2014 to 31/12/2014

Item 2013 2014
REVEIES 2,726, !3,948, !
Penalties 1,911, 2289, 3;
Rental 0.000 405, 001
CDs interest revenue 815,33 1, 254,
Minus

Expenses 854,251,532, !
CERECEZR - 8 54, 25 |1, 53 2, !
Net income 1,872, 2,415, !
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Annex

Libyan Desert
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Summary of Core Principles for Effective Deposit Insurance Systems ( * )

Principle 1¢ PUBLIC POLICY OBJECTIVES
The principal public policy objectives for deposit insurance systems are to

protect depositors and contribute to financial stability. These objectives

should be formally specified and publicly disclosed. The design of the deposit
Ayadz2NI yOS a@daiSYy akKz2dZ R NBTFE SO0 GKS ac
Principle 2¢ MANDATE AND POWERS

The mandate and powers of the deposit insurer should support the public

policy objectives and be clearly defined and formally specified in legislation.

Principle 3¢ GOVERNANCE

The deposit insurer should be operationally independent, gelterned,
transparent, accountable, and insulated from external interference.
Principle 4¢ RELATIONSHIPS WITH OTHER SAEHTRARTICIPANTS

In order to protect depositors and contribute to financial stability, there
should be a formal and comprehensive framework in place for the close
coordination of activities and information stiag, on an ongoing basis,
between the deposit insurer and other financial safast participants.
Principle 5¢ CROS8ORDER ISSUES

Where there is a material presence of foreign banks in a jurisdiction, formal
information sharing and coordination arramgents should be in place among
deposit insurers in relevant jurisdictions.

Principle6¢59t h{L¢ Lb{; wowQ{ wh[ 9 Lb /hb¢LDb
CRISIS MANAGEMENT
The deposit insurer should have in place effective contingency planning and

crisis management pizies and procedures, to ensure that it is able to
effectively respond to the risk of, and actual, bank failures and other events.
The development of systemvide crisis preparedness strategies and
management policies should be the joint responsibilitalbtafetynet
participants..

The deposit insurer should be a member of any institutional framework for
ongoing communication and coordination involving financial safety
participants related to systeswide crisis preparedness and management

TITITITITTIIIIITTITIIIIITTTINITIIITIIITT
( *SQurce:The International Association of Deposit Insurers (IADI).
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Principle 7¢ MEMBERSHIP

Membership in a deposit insurance system should be compulsory for all
banks.
Principle 8¢ COVERAGE

Policymakers should defireearly the level and scope of deposit coverage.
Coveragdlolicymakers should define clearly the level and scope of deposit
coverage. Coverage should be limited, credible and cover the large majority of
depositors but leave a substantial amount of depegkposed to market

discipline. Deposit insurance coverage should be consistent with the deposit
Ayadz2NI yOS aeaiasSyQa Lzt A0 LRfAOE 202S(
Principle 9¢ SOURCES AND USES OF FUNDS

The deposit insurer should have readily aafal funds and all funding
YSOKIFIYyAaYa ySOSaalNE (2 Syadz2NB LINE YL
claims, including assured liquidity funding arrangements. Responsibility for

paying the cost of deposit insurance should be borne by banks.

Principle 10¢ PUBLIQWARENESS

In order to protect depositors and contribute to financial stability, it is
essential that the public be informed on an goingbasis about the benefits
and limitations of the deposit insurance system.

Principle 11¢ LEGAL PROTECTION

The depot insurer and individuals working both currently and formerly for
the deposit insurer in the discharge of its mandate must be protected from
liability arising from actions, claims, lawsuits or other proceedings for their
decisions, actions or omissionkén in good faith in the normal course of
their duties. Legal protection should be defined in legislation.

Principle 12¢ DEALING WITH PARTIES AT FAULT IN A BANK FAILURE

The deposit insurer, or other relevant authority, should be provided with the
power to seek legal redress against those parties at fault in a bank failure.
Principle 13¢ EARLY DETECTION AND TIMELY INTERVENTION

The deposit insurer should be part of a framework within the financial safety
net that provides for the early detection of, anidiiely intervention in,

troubled banks. The framework should provide for intervention before the
bank becomes nowiable. Such actions should protect depositors and
contribute to financial stability.
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