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Message from the Chairman
H.E. Dr. Jihad Al-Wazir

It gives me great pleasure to present to you the First Annual ReportRdltstine

Deposit Insurance Corporation (PDIC), which sheds light on its establishyntra b
initiative of the Palestine Monetary Authority (PMA), pursuant to the Pnesale

/IDZ E\ '"HFUHH 1R R ZKLFK UHIJXODWHV\WKH R
and administratively independent institution

The continued pressures and the sluggishness of the global economy, togéther wi
the repercussions of the latest war on the Gaza Strip have taketolihemr the
Palestinian economy during the year 2014. The Gazan economy contracted by about
one third, whereas growth in the West Bank also slowed down. Unemployment rates
soared to levels that aroused concern, reaching 47.4 percent in Gaza Stripparcedfin the West

Bank. The war also drove prices to new heights in the Strip, food pricegioulza, mean whilein
the West Bank, the rate of growth in prices decelerated owing to economdaosin. The net result was
a drop in real growth by end 2014Q3 by about 7.4 percent (on yearly basis), and dnnaveese in
WKH LQADWLRQ UDWH LQ 3DOHVWLQH WR SHUFHQW

With these conditions, PDIC’s reassuring of small depositors proved instrunmetital promotion of
¢QDQFLDO VWDELOLW\ WKLV LV D NH\ 30% JRIQHVKNRXJIKSESRFK
measures needed to strengthen risk management and good governance in linerndtiomde best
SUDFWLFHYVY DQG ZLWK WKH GHVLJQ DQG LPSOHMHWVHORVNDYWERQH]
soundness of the banking sector and balanced and sustainable economic grd®Wt thaintained
cQDQFLDO VWDELOLW\N SURPRWHG HFRQRPLF JURZWHKP Q& LBR
is evident from the results attained by the banking sector. By end 2014, cudéposits with licensed

banks increased by USD 630.8 million, a 7.6 percent increase over end 2018taiooch t/SD 8.9

billion. Simultaneously, total outstanding credit facilities granted dgned banks increased by USD

414.3 million to reach USD 4,818.5 million, a 9.41 percent rise over end of previousegtahaskets

of licensed banks increased by USD 610.4 million to a total of USD 11,53%dnpnelquivalentto a 5.6

percent growth rate over the previous-year level. Banks continued to enjoy levafstaf adequacy

that are higher than the minimum limits set by the PMA and by intenadtstandards. Also, the ratio

of non-performing loans to total direct loans fell to 2.5 percent by end 2014, from 2.8t pecceded

for end of 2013.

Finally, | am hopeful that the year 2015 will lead the way forward to thelolement of a strong national
HFRQRP\ DQG D VRXQG DQG UREXVW 3DOHVWLQLDQ ¢QDQFLDO

Dr Jihad Al-Wazir

Chairman of the Board of Directors

o
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Message from the General Manager
Mr. Zaher Hammouz

It gives me great pleasure and honor to present to you the First Annual Report of
the Palestine Deposit Insurance Corporation (PDIC) for the year 2014. Consistent
with our belief in the principles of transparency and disclosure and our endeavors

to sustain positive, effective and continuous communication with the different
UHODWHG SDUWLHYV LQ RUGHU WR IX0¢0 WIKHR', &1
tive banking safety net in Palestine, | value greatly this opportunitytrimduce

PDIC’s most important achievements during 2014.

The year 2014 witnessed the launch of PDIC’s operations and saw selienag-ac
ments realized in line with the PDIC’s goals ®URWHFW GHSRVLWRUVY IXQGV KDL
the banking system and encourage saving. It is anticipated that thesesawmnts will contribute to the
promotion of the stability and soundness of the national economy, in a manaerswtonsistent with
best international practices. Under the campaign logo “Your cash lnattkels safe, we are the guaran-
tee”, the PDIC launched its media campaign, which employed various foaudiofvisual and digital
advertising. Moreover, several instructions were released concerning the aesmiznship fees to be
paid by member banks, setting the fee at 0.3 percent of the totalofalaposits subject to insurance
to be collected on a quarterly basis, as well as instructions on unirdgpesits. Instructions were also
issued concerning the maximum coverage limits to be reimbursed to depiosite®vent of liquida-
tion of a member bank. The instructions set the maximum coveragetligifa 10,000 (ten thousand
US Dollar), or its equivalent in other currencies.

JURP D ¢QDQFLDO SHUVSHFWLYH 3',&V UHYHQXIBDWVYRXKQ®W H® QW
USD 22.2 million by end of 2014, of which Islamic banks contribution was USD 2.H6mni

In examining depositor-related indicators, PDIC offers full insurance to about 9ténpef total
depositors whose deposits are subject to the provisions of the PDIT hewum of deposits subject
to full insurance amounted to about USD 8,119.8 million by end of 2014, compared t@,58&18
million by end of 2013, marking an increase by 7.1 percent. These deposits betwadedt 1,463
thousand depositors and had an average deposit value of USD 5,550 by the end of 20detildompa
1,432 thousand depositor and average deposit value of USD 5,297 by the end of 2013.

Internally, two memoranda of understanding were signed with the Palestine Mdneteority (PMA):
one with respect to the PDIC’s accounts administration, and the secordingcthe strengthening of
cooperation and the interchange of data and information on member banks.

Externally, PDIC obtained full membership of the International Associafi@eposit Insurers (IADI)
in November 2013. It has also obtained the membership of the IADI MENARE@ ommittee. Since
its foundation, PDIC participated in several regional and international confer@ndeseminars in the
area of deposit insurance. In addition, PDIC completed a comprehensive ssHfrast of the com-
pliance with to the 18 core principles for effective deposit insuraysters issued by IADI and Basel
Committee on Banking Supervision (BCBS)

Finally, I would like to thank the Chairman and Members of the Board of Direfdotegeir unwavering
support and valuable guidance, and all colleagues, for their efforts and diligenc
General Manager

Zaher Hammouz gl ot drigunlal duwdol
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Board Of Directors

Dr. Jihad Khalil Al Wazir was appointed Governor and Chairman of the

Board of Directors of the Palestine Monetary Authority (PMA) in 2008 and
was re-appointed for another four-year term in 2012

Dr. Jihad Al-Wazir Governor Alwazir is the founder and Chairman of the Palestine Deposit

Governor of Pales_tine Insurance Corporation (PDIC) established in 2013. He also chairs the
Monetary Authority

National Palestinian Anti-Money Laundering Committee, serves as the

Vice Chairman of the Board of Trustees of the Arab American University-Jeniis andember of the
board of directors of the Palestine Investment Fund.

Dr. Al Wazir served in several senior positions in the private andgmssattors. He was at various stages
in his career: a member of the board of directors of the Palestine MoAathoyity and later Deputy
Governor, Acting Minister and Deputy Minister of Finance, Assistant Dedirtister and Permanent
Secretary General of the Ministry of Planning and International Cooperation.

He was also a member of numerous boards of directors in the publicieate gectors, including the
Palestinian Industrial and Free Trade Zones Agency (PIFZA), Chairman of ibedli#&oad Accident
Insurance Fund, and member of the board of directors of the Capital Market Authority.

+H LV WKH IRXQGHU RI WKH 3DOHVWLQLDQ WRRB LY VW \E RDQGG A
of the Palestinian National Internet Naming Authority (PNINA). In 1995, he founddehikstine Trade

Centre (a member of World Trade Association) and was elected as @&nwBbard of Directors for the
Businessmen Association. He was the Middle East coordinator for the Wardar Forum-Davos,
Switzerland “Transition to Peace” Initiative during 1998-2000.
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Mr. Safarini is a practicing lawyer since 1962. He works as a legal e€ldions

several municipalities, companies and institutions. During the years 1993 and

1994, he was legal counsel for the Palestinian delegation to the peacda-negot
WLRQV KHDGHG E\ WKH ODWH 'U +DLGDU $EG $0O 6K

In 1995, he was appointed head of the legal committee, established by the
r/ late President Yasser Arafat, in charge of formulating the Palestil@etidas
Law,

Mr. Ali Safarini. Mr.Safarini was member of the Centralized Elections Committee whjsT-s
SRELCRIENEEE ised the general elections in 1996, and member of the PresidentiabiEecti
Committee in 2005.

Mr.Safarini holds a Bachelor of Laws from Damascus University (1957), and ¢egnized expert in
land law, economic laws and companies law, as agedivil law, among other laws.

Mr. Aydi is an ex-banker who has both central and commercial banking
experience. He started his career with the Central Bank of Jordan, working in
the Banking Supervision and Economic Research departments

In Palestine, he worked as an expert in the Banking Supervision Department

DQG SDUWLFLSDWHG LQ SUHSDUDWLRQ RI WKH ¢ LU
"' | He also joined the Arab Palestine Investment Bank as a manager of credit

' S operations

Mr. Mohammed In the Gulf, Mr. Aydi worked as an operation manager of the main branch
H.El-Aydi. of the Commercial Bank of Kuwait. Later he worked as a senior credit
Board Member PDQDJHU RI WKH &RQVWUXFWLRQ &RQWUDFWYV ¢Q
Kuwait and the National Bank of Qatar. He also held two senior pos#sns
PDQDJHU RI LQVSHFWLRQ DQG D (QDQFLDO RRDOTRGW\ IRKDWZIIR M
construction contracting companies in Kuwait, respectively.

In Jordan, he worked for Bank of Jordan as a manager of the bank’s computer & autoomgianyc
IRXQGHG VSHFL{FDOO\ WR DXWRPDWH WKH EDDO JO/R& HH QD VMDIWRILC
BURJUDPPH3(-$'$" IXQGHG E\ WKH (XURSHDQ 8QLRQD IDRDQVHQ
guarantee fund for industrialists. He also worked for Al Mouasher Group as a Financial Advisor.

,Q 6\ULD KH ZRUNHG IRU WKH &UHGLW )DFLOLWQ,, QN R V6WUPLHIIQN
Bank, and run by Frankfurt School of Finance & Management- Consultancy Arm.

Mr. Aydi holds a bachelor degree in business administration from BeirulAnaiersity and a Diploma
in statistics from London Polytechnic, UK.

2ilagll Jlow) duxpuldll duingoll
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Dr. Said Haifa was born in Al-Mazraa Al-Shargiyya in Palestine in 1951.

Dr. Haifa attained BSc in economics and statistics from the Uniy@fsitlordan in
1974. In 1979 he received his MA in economics and international economics from
McGill University, Montreal, Canada and a PhD in economics with a caatient

in critical theory from the same university in 1984.

Dr. Haifa joined Birzeit University in 1980. He was appointed Head of¢badmnics
Department (1984 -1986), Dean of the Faculty of Business and Economics (1986
— 1989), then Head of the Economics Department (2006 -2011), and again for the

é)r_ sda:a Hati:‘a period from (2012 - ) as Coordinator for MA in Economics Program (2007-2011)
SNSRI and again (2012-).

Dr. Haifa was member of the Palestinian delegation - Regional Ecobawatopment Working Group-
and additionally coordinator for the World Bank Macroeconomics Team, (1991 — 1994).

Dr. Haifa has served as board member in several local and internatistitations and conducted
several studies aimed at promoting and developing the agriculture and indattrg én Palestine. He
was member of the PMA Board of Directors (2009 — 2012).

Dr. Haifa currently occupies the position of Head of Economics DepartmenDirector of the MA in
economics program in Birzeit University.

Dr. Khoury’s biography is rife with achievements in various areas. Helisbtb
Pharmacare plc., a pharmaceutical manufacturing company, and has clksaired it
Board of Directors ever since.

He also established Premium Pharmacare in Malta in 2009 and tbedl&om-
pany for Agro Industries in 2007, in addition to being co-founder of the Palestine
Insurance Company in 1996.

In 2009, Dr. Khoury was appointed Minister of National Economy. He held sever-
al other positions, including Chairman of the Palestinian Federation of Industries
BIAEEESENEGOITA  (2006-2009), Chairman of Union of Palestinian Pharmaceutical Manufacturers
Board Member DQG +HDG RI WKH 6FLHQWL¢(F &RPPLWWHH
tical Association (1992-1994). Dr. Khoury also served as member of the Technical
Committee for Trade and Industry which advised the Palestinian peace megdil®90-1992), and
member of the Board of the Palestine Trade Promotion Organization and elsénealrade Center
(Paltrade) (1993-2002).

Dr. Khoury is member of several organizations. He is member of the Bimamiérsity Board of Trust-

ees, member of the Board of Directors of the Edward Said National Conservatoryigfritrsber of

the Board of Directors of the Palestine Capital Market Authority and meshtier Board of the Society
of Saint Yves for Human Rights.

Dr. Khoury holds a degree in Industrial Pharmacy from the University of Oklahoma, USA (1983).

2lagll jlowd) duigh o)l dunwgoll
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Dr. Hatem Sarhan
Board Member

Dr. Sarhan is currently Companies Controller in the Ministry of National
Economy. He held several positions in MOE, where during the periods (2006-

KH zZzDV 'LUHFWRU *HQHUDO IRU 3ROLWKHYV $(
SHULRG KH ZDV &RPSDQLHV &RQWUROO'
he was Head of Companies Registration Department

Dr. Sarhan participated in several seminars and courses, held bothanchll
abroad. He participated in the Administrative Development of Admétige

Skills seminar (Arab Experts) in 1996, and in Industrial Property Rights
course held in Geneva in 2000, in Arbitration and Mediation seminar in 2002
and in a several seminars and conferences on commercial agencies, and in the
draft Income Tax Law and Companies Law in the West Bank and the Gaza
Strip. In 2006, he attained a Commercial Accreditation from the Pal@stinia
Ministry of Justice.

Dr Sarhan holds a PhD in Law from Moscow University (1994).

Mr. Ahmad Al-Sabah
Board Member

Mr. Al-Sabah held several positions with the Ministry of Finance. $10a8,

he has held the position of Accountant General with the Ministry of Finance,

and Director of Governmental Property Accounts. Over the period 2007-

2008, he served as Director of General Accounts during 2003- 2007, he was
Director General of the Treasury, and prior to that, he was Director General
of Payments.

Mr. Al-Sabah is a member of the Board of numerous national institutions, in-
cluding the Establishment for the Management and Development of Orphans
Fund, the Supreme Council for Civil Defense and the Palestinian Elgctricit
Transmission Ltd.

He holds a graduate degree in Business Adminigtriatim Birzeit University, (2007).
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Glossary
Ml Member Banks

All Islamic and conventional Palestinian banks and branches of foreign bpetating in Palestine
licensed by the Palestine Monetary Authority (PMA)

g Deposits Subject to the Provisions of the Law
All kinds of deposits held by member banks in all currencies except:
1. Government and governmental entity deposits, PMA deposits

, QWHU PHPEHU GHSRVLWY ZKHWKHU ZLWK EDQNV RU R WKH‘

2
3. Cash collaterals within the limits of the value of extended fasilguaranteed by the said collatefals
4

—

. Deposits of persons related to a member in accordance with thagmewtthe Banking Law i
force

5. Deposits of a member-bank auditor and/or deposits of a member batieessipervisory board of
a member bank

6. SHVWULFWHG LQYHVWPHQW IXQGV DV VSHFL{HG E\ WKH %R
7. '"HSRVLWV Rl LQVXUDQFH FRPSDQLHV DQG ¢(QDQFLDO EURNF
mm Deposits subject to prompt reimbursement

Total deposits subject to the provisions of the Law per depositdraopdt not exceeding the coverage
limit of USD 10,000 (ten thousand US Dollar) or its equivalent in other curresgigect to prompt
reimbursement upon liquidation of a member bank

Fully insured deposits
m Y P

Deposits subject to full reimbursement according to the provisions dfatheequal or less than the
coverage limit of USD 10,000 (ten thousand US Dollar) or its equivalent in othencese

Partially insured deposits

%
>

Deposits subject to the provisions of the Law that are in excéss obverage limit of USD 10,000 (t
thousand US Dollar) or its equivalent in other currencies

Coverage limit

The maximum level of insurance sum per depositor per member bank wieenbeenbank is liquidated
equal to USD 10,000 (ten thousand US Dollar) or its equivalent in other currencies |

International Association of Deposit Insurers (IADI)

$ QRQ SUR¢W RUJDQL]DWLRQ LQFRUSRUDWL®% D ®NVIHRIID UDWMWHJ
6HWWOHPHQWY LQ %DVHO 6ZLW]HUODWR FRIQNV B Y ¥R WLHD-W RRW
QDQFLDO V\VWHPV E\ SURPRWLQJ LQWHUQDWLREBOC;, HRBSRIU®
insurance. IADI currently represents 79 deposit insurers, 7 associates anchéBspart

The Core Principles for Effective Deposit Insurance Systems

A set of 18 basic principles for the operation of effective depositanse systems issued by the Infer-
national Association of Deposit Insurers (IADI) and Basel Committee on Bankpey\#sion (BCBS

/i
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General Overview
I Our vision

To be a leading professional deposit insurance corporation at the regional and intereadsal |

— Our mission

7R SURWHFW GHSRVLWRUV ZLWK PHPEHU EDQNV HQREXUIDQHNKDB
Palestinian banking system

P S e \GIHRS w X WLRQV

Credibility and transparency: Adhering to the highest ethical and professional standards when
FDUU\LQJ RXW GXWLHV HIITHFWLYHO\ DQG HI¢FLHQWO\

Loyalty: Promotingthe values of responsibility, loyalty and dedication towards the PDIC,asteff
stakeholders

Professionalism and excellencepplying the best international standards, practices, skills,
DUG knowledge and expertise

{UDJH FEPSICKL Mitking collaboratively in good spirits and maintaining effective communicéities
with parties involved

Continuous training: offer staff continuous training so as to advance technically and profesgionall
and keep abreast with international best practices

I Our objectives

* To build up an appropriate level of reserves in order to ensure theipnovigprotection to depositors
with member banks

7R PDQDJH WKH FRPSHQVDWLRQ DQG OLTXLGDWLRQ SURFHVVF

To foster a risk-informed culture in the banking sector

7R IRVWHU SXEOLF FRQ¢GHQFH LQ WKH 3D O HOMQMDLIDIL & D @ NLVQ

To build greater awareness of the deposit insurance system in Palestine

I Foundation

The Palestine Deposit Insurance Corporation (PDIC) was founded pursuant to thipsavi the Presi-
WLDO /IDZ E\ '"HFUH KDYLQJ OHJIDM\ PNU/RQDQE

Q B WIL® IV\FLB'IQ\NE;Y[IZIW\\AU@'GHSHQGHQW FRUS RWDGH RRV WRR UK\
R N % NVR HRERUWAH (RYLQJI DQG SURPRWR FRQ¢GHQFH

MV ARR\QL
According to the provisions of its Law, PDIC enjoys vast authority as mayetessary to exercise its
function as an insurer of deposits and bank liquidator. The Law grantssuglscovisory authority realized
through the regular interchange of data and information on member banks with theesRd’certain pro-
tocols that guarantee all information necessary is provided to the PDI@Gi¢veads objectives.

211l Jlowd) duxh o)l dwgoll
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I -inancing Sources

The PDIC is funded through annual membership fees collected from member $aredtsas by the returns

RI LWV LQYHVWPHQWY ORUHRYHU WKH 3',4WDDSHBRYHG @D QWL
PD\ UHVRUW WR ERUURZLQJ WR FRPSHQVDWH VRXIRF\HMWV IV LXK k
makes steady efforts to develop its infrastructure and build the gapéadis human resources in order to

EH DEOH WR PHHW LWV UHVSRQVLELBKMWALYH IHVM EQ Y WH @AXIVMQ B (H
VPDOO GHSRVLWRUV SUHVHUYLQJ WKH ULJKWWYWW RDWXHH GVH I Q
its role in insuring customer deposits held with member banks.

PDIC is the sole liquidator of a bank to be liquidated

> following the issuance of a liquidation decision by the 4
Palestine Monetary Authority

I PDIC’s Most Important Achievements in 2014

In the course of the year 2014, PDIC launched its operations as per the Aedfddenee-Law No. (7)

of 2013. The year made several achievements consistent with the PDIC’d geheyaobjectives to
SURWHFW GHSRVLWRUVY IXQGV KDUQHVV SXEOLF PRIQQEL HAKAHH
realization of such objectives contributes to the promotion of a stabl&éealthy national economy, in

line with best international practice. Accordingly, instructions wexgad setting the maximum coverage

limit reimbursed to depositors in the event of liquidation of a membertbds®&D 10,000 (ten thousand

US dollar) or its equivalent in other currencies. Moreover, instructions sedudatannual membership

fee to be paid by member banks at 0.3 percent of the total value oftslejpibgect to insurance, to be
FROOHFWHG RQ D TXDUWHUO\ EDVLV $0OVR LQUWRURRWGR®W HG
wareness media campaign in the West Bank and the Gaza Strip urgntifiorms of audio-visual and

digital advertising.

PDIC has set up two funds to manage membership: one for Islamic bartke atider for conventional
banks. The funds will be invested by the PDIC in accordance with a prevagdpnvestment policy,
which adheres to the provisions of Sharia Law for an Islamic bank fund.

2ihgl (Jlo) dxignuloll duindoll . - .
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I Functions and Authorities

» Liquidation

zﬁﬁmgﬁ%%%{ﬁ Fﬁrﬁ%&tl&%ﬁ eFLgxﬁ Iﬁo (7).0f 2013, the PDIC is thégsidtor of a bank that the
e |dé‘5 \{q ate. Th h legal capacity to perfarnesponsibilities as a liquidator. It is
thari o offset th its ggainst all obligations and tiedibwed by depositors when determining
e R
A L gy

& MRQJ

The responsibilities of the PDIC exceed the prompt reimbursementin§thied depositors within the deposit
LQVXUDQFH FRYHUDJH OLPLW MSgdnSIMHeOfar Wiah&girtg\clainZ of ithe/ rdmaind@ V R
depositors, following settlement of bank debts and obligations of the blajekcisio liquidation, disposing of

its assets as well as recovering the bank’s rights, based on thefetneaining sale proceeds.

e Compensation of depositors

Upon publication of the PMA decision to liquidate a member bank, INE B legally responsible for
reimbursing insured depositors with that bank. The PDIC is obliged to compeiegartsitors in accordance
ZLWK WKH VS H Eetiling. Ghé ¢dYekhgelxdilihg for each depositor is calculated on tredfasl

his/her deposits combined, including interest accrbeQ G EHQH¢, WV HDUQHG RQ WKH GO
OLTXLGDWLRQ GHFLVLRQ RI WKH PHPEHUWEDQN LQ WKH 3DOHVWL

* Reserves Management

LQ Wikt ERQNRQFHVOWIBRY BQ G WD FHR KUDW b M Bo iHdaNits @Eal te¥pdnsibitibsas L D C

D GHSRVLW LQVXUHU HI¢FLHQWO\ DQ ® dé¢positbrevwith Hnermb& @anksSity R Y L
Palestine. As such, it has to create reserves amounting to 3% of tasitslspbject to the provisions of

its Law. The sources of reserves are membership fees that areecofleen member banks on quarterly

basis and investment income, in addition to any other surplus net of egp&he PDIC has also adopted a
comprehensive plan to attain the targetttHVHUYH OHYHO ZLWKLQ D VSHFL{HG WL

1 RE® LQhShitrinG Baid dfetatfy inPafestine

In order to operate properly as deposit insurer and liquidator as per thegmewkthe Law, and manage

the processes of UHLPEXUVHPHQW DQG OLTXLGDWLRQ LQ,EhekPDIK @D\ HI¢F
collaboration with the PMA, monitors and evaluat8 ¢ KH ¢ QDQFLDO SRVLWLRQ DQG EX\
banks. Accordingly, an agreement was signed with the PMA for periodic imgelod information and data

E\ PDNLQJ XV HeRhang8 mé&chgnisms that ensure PDIC is provided with all data mgdessa

it to attain its objectives. Additionally, the PDIC uses sttessng as a tool to strengthen risk management
practices. Moreover, in order to mitigate operational risk, the PDIC, irboodiion with the PMA and the
Association of Banks in Palestine (ABP), is authorized to apply a riskitheseollection system and put in

place appropriate measurestoHGXFH OHYHOV RI SRWHQWLD @ir dppvosicti toMiie ED QI
collection of fees while encouraging banks to improve their risk-monitoring tools.

gl o) daigunlall duwdoll |y @
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The main features of the deposit insurance system in Palestine
* Membership

Membership is mandatory for all banks licensed by the PMA, whether conventional or.Islamic

All 17 banks are subject to provisions of PDIC’s
> law at end 2014, of which 7 are local banks. 4

* Coverage limit

Maximum limit of immediate reimbursement is USD 10, 000 or the equivalent in other currencies.
Scope of coverage

* Insured Deposits:

PDIC insures all types of deposits denominated in all currencies &callint holders of member
banksincluding:

Current and demand deposits
Saving deposits
Term and subject to notice deposits
Joint deposit accounts (owned by two or more people)
* Uninsured Deposits
Government’s and governmental entities’ deposits, PMA deposits
Interbank GHSRVLWY EDQNV DQG RWKHU ¢QDQFLDO LQVWLW:?

Cash collaterals within the limits of the value of extended faalijgaranteed by the said
collaterals

Deposits of a member-bank auditor and/or deposits of a member of tteessipervisory board
of a member bank

SHVWULFWHG LQYHVWPHQBéatXQGYV DV VSHFL¢{¢HG E\ WKH

Deposits of persons related to a member in accordance with the proastbesBanking Law
in force

'HSRVLWYV RI LQVXUDQFH FRPSDQLHV DQG ¢(QDQFLDO EUR
* Membership fees

A member bank is required to pay a membership fee on quarterly Basimembership fee is equal to 0.3
percent of the total value of deposits subject to PDIC Law. Pursuamgttoctions that are issued in that
respect, the Board of Directors may adjust the percentage upon whiele kecalculated based on the risk
ranking of individual banks according to previously agreed criteria with the P &a ABP. The Board may
also revise, amend and set a new calculation method for the annual mﬁqgﬂc‘
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I PDIC Management
Board of Directors

The PDIC is managed and supervised by a Board of Directors comprised of &nmefrtie Board is
chaired by the Governor of the Palestine Monetary Authority with membarg beiepresentative of the
Ministry of Finance, the Companies Controller in the Ministry of National Econant four independent
members appointed by Presidential decree on the advice of the ChairrharBolatrd. The Directors serve
for a three-year term, which is renewable once. The Law stipulated tihé'$Bfmctions and authorities as:
formulating the PDIC’s general policy, setting strategies, agreeing on dheizational structure and job
descriptions, endorsing the internal regulations and operating procedures, approwstinthéed annual
budget, adopting plans and policy of investment of the PDIC’s funds, passing andngnthatsuctions to

implement legislation, specifying and approving membership annual feedgterchining coverage limits
and other duties as required.

Corporation’s executive and administrative apparatus
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1. Director General

The Director General of PDIC carries out duties and authorities needed tgentla@®DIC'’s affairs including
the implementation of the policies and the decisions made by the 8oBrcectors, and the supervision of
the PDIC’s administrative system.

2. Financial and Administrative Affairs and IT Department

The department is responsible for bookkeeping and accounting functions, maintasetg and adequate
(QDQFLDO UHVRXUFHYV D Q GecwdeHinfdrmd&iohGdr &tistort ImékeRsQThR Idepartment
also secures PDIC’s needs with respect to human resources recruitmérg andply and maintenance of
equipment and machinery and software necessary in order for PDIC to properlg apdrathieve its goals.

3. Risk Analysis and Insurance Department

This department is assigned several important tasks and respaesithbitt contribute to the implementation
and development of PDIC’s policies, reinforce risk-management princpl€&sG SURPRWH FRQ¢ G
3DOHVWLQLDQ ¢QDQFLDO V\VWHP

3.1. Risks and Insurance Division

This division is mainly responsible for the follow-up of fee collection froemtber banks. It is also tasked
with preparing for the application of the risk-based fee collection systegollaboration with the PMA
and the ABP, for the purpose of mitigating operational risks, and ensuring faiilbabah by banks to
membership fees, encouraging banks to improve on risk-monitoring tools. The diveosetd in place
appropriate measures to mitigate potential risks banks face, and tsindss tests, as a way of strengthening
and promoting risk control.

3.2. Liquidation Division

This division is responsible for undertaking the tasks and responsitglitiessted to PDIC as the liquidator

of any bank pursuant to the PDIC Law and regulations, instructions and de@sioets fior that purpose.The
division is also in charge of putting in place and developing appropaéiteées for the implementation of the
liquidation processi PDQQHU WKDW JXDUDQWHHY DSSURSULDW B BAHRG H
Moreover, the division formulates and develops depositor reimbursement progeuhsieant to the PDIC

Law and the regulations, instructions and decisions issued for that purpose.

3.3. The Legal Division

This division is responsible for handling all legal matters of PDIC, foligwip on implementation with the
competent authorities, drafting PDIC’s contract and agreements and reportowjgadlyi on the division’s
work.

4. Internal Audit department Unit

The activity of the Internal Audit Unit is closely linked with the Aualitd Risks Committee of the Board of
Directors. The Unit is in charge of assessing the validity and soundnégsDIC’s various activities and
providing recommendations in view of the audit, the assessment and the aralyits0f various departments
LQ RUGHU WR HQDEOH WKHP WR IXO0,0 WKEAWMOUHVSRQVLELOLWL

5. Investment and Financing Unit

The department is assigned the responsibility of providing data and infanmagded to support the planning
and development processes in PDIC. It is also entrusted with the mamagerthe PDIC’s investments in
line with the investment policy approved by the BOD and complianttiviprovisions of the PDIC Law.

2ilgll jlo) dusnwloll dutingoll

PALESTINE DEPOSIT INSURANCE CORPORATION . k J . ANNUAL REPO Rr#$%& ) $%

14



Development of Deposits in the Palestinian Banking System

Total customer deposits with the Palestinian banking system rea8i28,934.5 million by the end of 2014,
compared to USD 8,303.7 million by end of the previous year, marking an inoféasepercent equivalent

to USD 630.8 million. The average annual growth rate in customer deposits fasttlsex years was 8.38
percent.

J°8}E] o A 0}%u V3 }(  %o}e]Se 1UIIOVIVIP = Ce3 u
fiuini

Uil

6UIN /
6UITH

e

ouiii .
AUIT
dUili
iuiii

ul]oo]}v ~

TUiiil
fuiii
i
71110 Tifi i it T 1110

—d}8 0 %o}e]lE S U U Eemwle%o}e]d cpi &8} %EIA]]}ve

Allocation of deposits across various sectors

Public
sector Public sector
8.2% 8.8%
100%
Institutions Institutions and
90% and e
associations associations
80% 1.9% 2.6%
70% Companies
Companies 16.3%
60% 17.0%
50%
40% Individuals Individuals
30% 73.0% 72.4%
20%
10%
0%
2013
2014
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Distribution of deposits with banks on the different sectors (in $ million) and growth rates

Institutions and

(in $ million) Individuals Companies o Public sector
associations
2013 6,058.0 1,407.7 160.3 677.8
2014 6,468.0 1,453.3 227.9 785.2
Growth rates 6.8% 3.2% 42.2% 15.9%

The individuals deposits represented
72.4 percent of total deposits in the
banking system as of end 2014

Distribution of customer deposits by currencies ($ millions)

| NIS deposits | JD deposits | $ deposits | Other fx deposits
2013 2,409.9 2,106.0 3,460.6 327.2
2014 2,750.5 2,299.4 3,550.4 334.2
Growth rates 14.1% 9.2% 2.6% 2.1%
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The allocation of deposits across various bank groups
(2009-2014)

The number of depositors

(in thousands) e

Deposits (in $ million)

Commercial Islamic Commercial Islamic Deposits Depositors

banks banks banks banks (million $) (in thousands)

2009 5,763.2 533.6 1,007 210 6,296.8 1,216.4
2010 6,283.0 519.5 1,225 190 6,802.4 1,414.2
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Deposits subject to the provisions of the PDIC law

Deposits subject to the provisions of the Law reached about USD 8,119.8 million by end of 2014edompa
to USD 7,582.8 million by end of 2013, marking a 7.1 percent increase. Deposits belonged to about 1,483
thousand depositors with an average deposit value of USD 5,550 in 2014, compared to 1,431 thousand de-

positors with an average deposit value of USD 5,297 at the end of 2013.
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Deposits subject to the provisions of the PDIC’s Law
represented 91 percent of total deposits in the banking
> system as the end of 2014 4

Fully insured deposits

Fully insured deposits in accordance with the Law — deposits widindless or equal to USD 10,000 or its
equivalent in any other currency- constituted 14.8 percent of total depositst soilthee provisions of the Law
by end of 2014, amounting to USD 1,198 million and belonging to 1,342 thousand depositorsawvérege
deposit value of USD 893, compared to USD 1,093 million total depositead of 2013 belonging to 1,319
thousand depositors with an average deposit value of USD 829. The percentdgénsiiidd depositors was
91.7 percent of total depositors whose deposits were subject to treqewf the Law by the end of 2014.
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Fully insured depositors represented 91.7 percent of

> total depositors whose deposits were subject to the 4
provisions of the PDIC’s Law as at end of 2014.

A
A4

Fully insured deposits represented 14.8 percent of
> total deposits subject to the provisions of the PDIC’s 4
Law as at end of 2014.

Partially insured deposits

Deposits subject to the provisions of the Law in excess of a valu§bf10,000 or its equivalent in other
currencies —that is partially insured deposits- amounted to about USD 6|0&@2 lmy end of 2014, compared
to USD 6,490 million by end of 2013, constitutirfiggBpercent of total deposits subject to the piawssof the Law.

These deposits belonged to about 121 thousand depositors, constituting 8.3 peotaintiedositors whose
deposits were subject to the provisions of Law, with an average dephstof USD 57,138 by the end of
2014, compared to 113 thousand depositors with an average deposit value of USD 5@%8tadgf 2013.

Partially insured depositors represented 8.3

> percent of total depositors whose deposits were 4
subject to the provisions of the PDIC’s Law at end

of 2014
A
\4

Partially insured deposits represented 85.2 percent
> of total deposits subject to the provisions of the 4
PDIC’s Law as at end of 2014

Deposits in the Palestinian Banking System
Prompt reimbursement

The concentration of prompt reimbursement value with the largest bankastddgercent as of end 2014,
52 percent for the two largest banks and 70 percent for the three lanmgjest ba

N
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The main indicators of customer deposits and depositors at members banks, (2009-2014)

Growth
9-Dec |10-Dec| 11-Dec| 12-De¢ 13-Dec 14-Dec rate

BN Clolo I | RO R R LRI RSYS CluN (S pRnlllel) 6,296.8 | 6,802.4| 6,972.5 7,484.2 8,303|7 8,934.5 7.6%
Total depositors in the banking sector (in thousandieaKs] 1,414 1,416 1,464 1,435 1,467 2.2%
Average deposit _value for total depositors in the 5177 4,810 4,922 5,112 5786 6,001 5.3%
banking sector (USD)
Deposit subject to prqv_|3|ons of PDIC’s law 5748 6.092 6,381 6,828 7588 8,120 7 1%
(USD million)
Number of deposno.rs supject to provisions of PDIC 1,212 1,410 1,412 1,460 1431 1,463 2 204
(in thousand)

Average deposit value for depositors whose depos 4743 4319 4519 4678 5207 5550 4.8%
are subject to the provisions of PDIC's law (USD) il ’ ’ ’ ’ ’ o7
Deposits subject to the provisions of PDIC’s law tg )

total deposits of the banking sector (%) 91.3% | 89.6% 91.5% 91.2% 91.3% 90.9% 0.5%
Immediate compensation value (USD million) 1,940 2,183 1,997 2,093 2,219 2,409 8.6%
Fully insured deposits (All dgpqsns that ar.e.less th 990 1.079 1,040 1,048 1093 1,198 9.6%
or equal to the coverage limit) (USD million)
Numbers of fully insured depositors (in thousand ki 1,300 1,316 1,355 1,319 1,347 1.7%
Average deposit value for partially insured (USD)stels 830 790 773 829 893 7.7%
Partially insured deposits (all deposit that are excee| 4
the coverage limit) (USD million) 4,759 5,013 5,341 5,781 6,490 6,927 6.7%
Number of partially insured depositors (in thousanEeR) 110 96 105 113 121 7.6%
Average deposit value for .p_artlally insured depositd 50,055 | 45,423 55814 55306 57,681 57,138 0.9%
(USD million)
Fully insured deposits to total deposit subject to th
provisions of the law (%) 17.2% 17.7% 16.3% 153% 14.4% 14.8% 2.4%
The ratio of partially insured deposits to total depo 0 o o 0 0 o A A0
subject to the provisions of the law of deposits (% 82.8% 82.3% 83.7% 84.7%  85.6% 85.2% 0.4%
Fully insured depositors to the total number of
depositors, who are subject to provisions of the |a\KeaAZ I IR PR 93.2% 92.8% 92.1% 91.7% -0.4%
(%0)
Partially insured depositors to the total number of
depositors, who are subject to provisions of the lalr@sLZ 7.8% 6.8% 7.2% 7.9% 8.3% 5.3%
(%)
The concentration of deposit subject to provisions {
the law held by member bank (the largest two sha 52%
(%)
The concentration of deposits subject to provisions
the law held by member bank (the largest three shg 70%
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Performance of Member Banks

'"HVSLWH WKH KDUG ¢(QDQFLDO DQG HFRQRAFRGRPRQGX WILRID W KBIF &
DQRG WKH UHSHUFXVVLRQV RI WKH ODWHVMD WRW \R QRW KMHKHD | D E6DANQU
in Palestine for the year 2014 showed an improved performance compared with thies2@t$3 owing to

the measures and decisions made by the PMA in 2014. The PMAs measdrdscisions, alongside the
supervisory instructions and stringent measures it advocates in lineesttmternational practices, ensured
PDLQWDLQLQJ ¢QDQFLDO VWDELOLW\ LQ 3ROHWWHQH (MXLYFHDOE
SDUWLFXODU DQG FRQWULEXWH WR D VWD B/XHP FEMW\NR IQW K/NVRRA/RNL
GHYHORSPHQWY LQ WKH PHPEHU EDQNVYT ¢QDQFLDO SHUIRUPDQF

The member banks

Operating Banks in Palestine year of %UDQFK R | FolaHagsets at end of 2014
as the end of 2014 establishment | at the end of 2014 (USD million)
Bank of Palestine 1960 54 2,475.2
Palestine Commercial Bank 1994 7 287.8
Palestine Investment Bank 1995 14 329.1
Arab Islamic Bank 1996 12 580.3
Palestine Islamic Bank 1997 19 607.2
Quds Bank 1995 27 772.1
The National Bank 2006 9 690.6
Cairo Amman Bank 1986 21 867.5
Arab Bank 1994 27 3,174.6
Bank Of Jordan 1994 35 580.7
Egyptian Arab Land Bank 1994 6 162.9
Jordan Commercial Bank 1994 5 171.7
Jordan Ahli Bank 1995 5 283.5
Housing Bank 1995 13 599.4
Jordan Kuwait Bank 1995 2 125.4
Bank AL Etihad 1995 1 84.1
Bank HSBC 1998 1 23.4
A
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Total Assets as the end of 2014 (million USD)
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1. Total assets of banks operating in Palestine amounted to arountil\535.5 million by the end of 2014

211l Jlowd) duixh o)l duwgoll
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compared to USD 10,925.1 million by the end of the previous year, increasingb§10S3t million, the
equivalent of a 5.6 percent increase, compared to an increase of USD 1,138rBanéin 11.6 percent
increase by the end of the year 2013.

Total liabilities for banks operating in Palestine reached a8t 10,071.5 million by the end of 2014
compared to USD 9,565.2 million by the end of 2013, increasing by USD 506.3 milli@guivalent of
5.3 percent, compared to an increase of USD 1,030.5 million or a 12.1 percentihgréas end of the
previous year.

Total owners equity for banks operating in Palestine reached around USD illjé64mthe end of 2014
compared to USD 1,359.9 million by the end of 2013, increasing by USD 104.1 millionexjuivalent
of a 7.7 percent increase, compared to an increase of USD 103.3 million quitredent of an 8.2 percent
increase in the previous year.

Historical development of total assets, liabilitiesnd owners
equity of members banks

14,000
12,000

10,000

8,000
6,000
L
2,000 I
0 = hed lad ld L L d L L

2006 2007 2008 2009 2010 2011 2012 2013 2014

million dollars

M Assets ® Liabilities  equity

Structure of Assets and Liabilities

Total deposits of banking system customers reached around USD 8,934.5 loyillioe end of 2014,
compared to USD 8,303.7 million by end of 2013, increasing by USD 630.8 million or tivaleqtiof
7.6 percent. These deposits represented 88.7 percent of total liabil2@$4 compared to 86.8 percent
in 2013.

Granted direct credit facilities (net) reached about USD 4,818.5 miliemdb of 2014, compared to USD
4,404.1 million by end of 2013, increasing by USD 414.3 million or the equivalent of 9.41 pdbaesut
credit facilities represented 40.6 percent of total assets by the @dd4fcompared to 39.4 percent by
end of the previous year.

OHPEHU EDQNVY LQYHVWPHQWY LQ ¢(QDQFLIBDWOWWDLQWHWYG \D\¥ B RMWDY
about USD 1,127 million by end of 2014, compared to USD 1,006.9 million by end of 2013, ingtBas

USD 120.1 million or the equivalent of 11.9 percent. Investments represented 81& pétotal assets in

the year 2014, compared to 9.2 percent in the previous year.

Off- balance sheet items (indirect credit facilities) reached@dSD 1,200.2 million by the end of 2014
compared to USD 1,001.1 million end of 2013, increasing by USD 199.1 million or the equng19.9
percent. These off-balance sheet items represented 10.4 percentobéltsdets of banks operating in
Palestine by the end of 2014, compared to 9.2 percent at eatBof
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B Credit facilities portfolio

The ratio of non - performing loans to direct credit facilities was 2¢epéfor banks operating in Palestine
by end of 2014, compared to 2.9 percent end of 2013.

The percentage of loan loss provisions to non-performing facilitiestveas &1.4 percent for the banking
system in Palestine at end of 2014, compared to 58.8 percent at end of 2013.

Loan loss provisions to interest revenues (net) was about 5.5 percent oly281idl, compared to 8.3
percent by end of 2013.

Credit facilities granted to related parties to total creditifessiwas about 4.62 percent for the year 2014,
compared to 3.51 percent for the year 2013.

I Carital Adequacy Ratio

The capital adequacy ratio for the overall banking system was about 18.6dtjer¢he year 2014 compared
to 19.99 percent for the year 2013. PMA instructions set the minimum requiremeagpitat adequacy ratio
at 12 percent, while Basel Il requires a minimum ratio of 8 percent.

_ BUR(',WDELOLW\

$V IRU WKH LQFRPH VWDWHPHQW QHW SURMWS/ REIHIRUWRMWDE U
196.1 million, compared to USD 201.2 million, at end of 2013, marking a drop of USD &dhroilthe
equivalent of 2.6 percent.

Income before taxes to average total assets of the banking systbedréat2 percent for the year 2014
compared to 1.94 percent for the previous year.

Income before taxes to average total equity of the banking system rebobed a1l
percent for the year 2014, compared to 18.73 percent for the previous year.
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(The main Financial Performance Indicators for Member Banks) (2010-2014)
Ratio 2010 2011

Direct credit facilities (net) to total assets 32.1% 37.4% 41.0% 39.4% 40.8%

,QYHVWPHQWY LQ ¢QDQFLDO [Ny W7 N R 9 0% 9.5%

Non-performing loans to total direct loans 3.1% 2.8% 3.1% 2.9% 2.5%

Loan loss provisions to net interest income 9.2% 9.2% 13.9% 8.3% 5.5%

Capital adequacy ratio 21.4% 21.1% 20.3% 20.0% 18.9%

Return on average assets (before tax) 2.1% 1.9% 1.8% 1.9% 1.7%

The PDIC’s Strategic Plan

PDIC SHUIRUPV LWV IRUPDO GXWLHY DQG UHWSRGVEEDQLWQY HRW G HW
VWUDWHILF DQG QDWLRQDO JRDOV WR SURWHFRWWXHS EDIOWR QY 1V
DQG HQFRXUDJH VDYLQJ WKLV ZRXOG FRQWULEXWHRWRVKHKHK BWR
economy, and realize the targeted level of reserves, equal to 3 perotatadposits subject to the provisions

of the Law.

7R EROVWHU LWV VWUDWHILF SODQ 3',& ZLOP WH W HYDBDLYH M RXC
of measurement indicatorg. K H ¢ U YheludedHgwiding indicators for variables that do not fall within the
scope of the PDICSFRQWURO EXW EDVLFDOO\ DQG HIIHFWLYXPK DRSWEKW I\
rate for deposits subject to the provisions of the LEwe second seincludeds institutional performance
LQGLFDWRUV ZKLFK UHAHFW WKH UHDO SHUIRWPDQ® H IRW KBL,QE IRk
the PDICsDQG LPSDFW WKH IXO;OO0OPHQW RI LWDMCSE Kvedtrhievits\aXd=its DV \
expenditures and expenses.

PDIC would perform a comprehensive yearly revision of these indicators and tipdassumptions in light

of the developments in the economy in general and PDRSHUDWLRQV LQ VSHFL¢F ORVYV
assumptions relate to the yearly growth of deposits and the membershgolleeted from member banks
annually.

It is worth noting that medium-term indicators that have been also adabyedn data for deposits and
depositors on past years, and will help establish an average basisdervariables growth rates.

gN
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Initial results of the strategic plan indicate the possibility to achieye
> the targeted level of reserve, equal to 3% of total deposits subjeqt to<
the provisions of the PDIC’s Law by year 2023

Medium-term Performance Key Indicators

_ 2014 2015 2016 2017 2018 2019 2020
Deposit subject to the

provisions of PDIC'’s 8,119.8 8,789.8 | 9,515.1 10,300.3 11,150.2 12,070.2 13,066.2
Law (million dollars)

LSRN 24005 | 25260 | 26481 | 27761 2,910.4 3,051.1 3,198.6
value (US $ million)

ANl 2164 | 4870 | 7886 | 112.00 148.40 18831 | 232,05
(US $ million)

The PDIC’s reserves ta
deposits subject to the

o 0.267% 0.554% | 0.829% 1.087% 1.331% 1.560% 1.776%
provisions of the law
(%)

The PDIC's reserves to

immediate compensatio| 0.9% 1.9% 3.0% 4.0% 5.1% 6.2% 7.3%
value (%)

Target reserve to

immediate compensatio{eNRZ} 10.4% 10.8% 11.1% 11.5% 11.9% 12.3%
value (%)

Immediate compensatio

UG 207% | 28.7% | 27.8% 27.0% 26.1% 25.3% 24.5%
to provisions of the law

(%)
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I Public awareness

During 2014, PDIC concentrated its efforts on raising public awareness of tietdegurance system in the
West Bank (WB) and the Gaza Strip through a wide-ranging campaign which emydoiged audio-visual
and electronic tools under the logo “Your cash in the bank is safe, we gneatfamtee”. Additionally, PDIC
made efforts to reinforce relations with member banks, being the main tlodmoeenmunication with the
public. In collaboration with the banks, instructive signs were installbdradts informing the public that the
bank was a PDIC member bank. Moreover, informative brochures were distrimaieght bank branches and
RI¢FHVY DFURVV GLIITHUHQW JRYHUQRUDWHYV

PDIC is keen on acquainting the public with latest news and upitiadesh its electronic website and timely
press releases. It also emphasized direct awareness-raisingesctivitist importantly the organization of
awareness lectures in Palestinian universities.

PDIC’s future plans include other advertisement and media campaign aineedoairaging saving and
promoting the corporate identity of PDIC.

I \tcrnational and regional communication

PDIC obtained full membership of the International Association of Delmssiters (IADI) in November 2013.

It has also obtained the membership of the IADI MENA Regional Comani8imce its foundation, PDIC
participated in several regional and international conferences and ggecs&@minars in the area of deposit
insurance. Several visits were conducted to gain knowledge of the expeérthsr deposit insurance
institutions. Within this framework, PDIC participated in a seminar onslepystems and a technical seminar
on the development of risk-based systems. In addition, PDIC completedoeebemsive self-assessment of
the compliance with the 18 core principles for effective deposit inseirsystem issued by IADI and Basel
Committee on Banking Supervision (BCBS)

(onalAs,
LY

oot \“9’@&
s, Asia Pacific Regional Committee

! ADIF 8 Introducing and Developing
“..__+  aRisk-Based Premium System
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Palestine Deposit Insurance Corporation
Ramallah-Palestine

Financial Statements and

Independent Auditors Inception

for the period from Inception

(November 072013) to December 31,2014
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