
 
What’s New at IADI? 

Volume 2, Issue 1 2           May - June 2004 

IADI is Celebrating its Second Birthday this Month – Here is just a sample of what we 
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IADI Africa Regional Meeting and Conference  
Deposit Insurance in Africa: Issues, Challenges and Prospects 
Hosted by the Nigeria Deposit Insurance Corporation   

 

Venue 

Preliminary Program 

Monday 21 June 2004 

09.00 – 09.30 Registration 

0900 – 11.00 Session 1: Conference Overview 

Welcom e Address by G.A. Ogunleye , Chairman IADI Africa 
Regional Committee and CEO of the NDIC 

Goodwill Message from CBN Governor 

Keynote Address by Hon. Minister of Finance 

11.00 – 11.30 Tea Break 

11.30 – 01.30 Session 2: Deposit Insurance: Concept, Practice and 
Relevance in Africa (Prof. Peter N. Umoh) 

01.30 – 02.00 Discussion  

02.00 – 03.00 Lunch 

03.00 – 06.00 African Regional Committee Meeting 

8.30 Dinner  

 

Tuesday, 22 June 2004 

0900 – 0930 Session 3 : Deposit I nsurance Pract ice in Tanzania and 
Kenya  

(Simon Matafu and Eunice Kagane) 

0930 – 10.00 Discussion (Participants) 

10.00 – 10.30  Session 4: Deposit Insurance Practice in Nigeria (NDIC) 

10.30 – 11.00 Discussion 

11.00 Tea Break 

1130 – 12.00 Session 5: Deposit Insurance Practice in Zimbabwe and 
Algeria  
(John Chikura and Speaker, TBC) 

12.00 – 12.30 Enterprise Risk Managem ent at Canada Deposit 
Insurance Corporation (Ray LaBrosse) 

21-23 June 2004 

Location: Abuja, Nigeria 

Central Bank of Nigeria, Auditorium 

Central Business District 
Abuja FCT 



 
IMPLEMENTATION ISSUES IN DEPOSIT INSURANCE 

12.30 – 01.00 Session 6 : Determ ining the Adequacy of Maxim um 
Deposit Insurance Coverage   

(Speaker TBC) 

01.00-01.30 Discussion  

01.30 – 03.00 Lunch 

Special Guest Speaker: Charles Okeahalam  
“Deposit Insurance in an International Banking 
Context”. 

03.00-03.30 Session 7 : Funding and I nvestm ent Policies (Paper 
presentation) (Ray LaBrosse) 

03.30-  04.00 Discussion  

04.00-04.30 Session 8: Differential Premium Systems  

(J. Ade Afolabi) 

16.00 Tea Break 

4.30 – 5.00 Discussion  

5.00 – 5.30 Tea Break 

5.30 – 6.00  Session 9 : I nterrelat ionships am ong safety net players 
(Ray LaBrosse) 

6.00 – 6.30 Discussion 

8.30 Dinner  

Wednesday 23 June 2004 

0900 – 9.30 Session 1 0 : Public aw areness( presentat ion of I ssues of 
some selected countries (Speaker TBC) 

9.30-10.00 Discussion  

10.00 – 10.30 Financial stability: W ork plans of the Reserve Bank of 
South Africa(Andre Bezuidenhout) 

10.30-11.00 Discussion  

11.00-11.30 Tea Break 

11.30-12.30 Session 12: Lessons learned from Introducing Deposit 
Insurance ( Ray LaBrosse) 

12.30-1.30 Discussion          Wrap-up and Next Steps 

1.30 – 3.00 Lunch 

3.00 – 7.00 City Tour 

8.30 Reception and Dinner 

Registration: Kim.utnegaard@iadi.org and Kim.utnegaard@bis.org

  

http://www.iadi.org/html/App/SiteContent/Registration%20form%20Abuja%20Conference%2018052004.DOC

 

http://www.iadi.org/html/App/SiteContent/Registration%20form%20Abuja%20Conference%2018052004.DOC


Member Profile 

NIGERIA DEPOSIT INSURANCE CORPORATION 

A founding Member of IADI  

Introduction 

The establishm ent of the Nigeria Deposit I nsurance Corporat ion (NDI C) in 1989 heralded the 
int roduct ion of an explicit deposit insurance system . The NDI C was created as part of the 
reform m easures taken to st rengthen the financial safety net following the adopt ion of the 
St ructural Adjustment Program me (SAP) in 1986. The system was int roduced to provide a 
further layer of protect ion to depositors, cont r ibute to financial system stabilit y by 
com plement ing the role of prudent m anagement and the Cent ral Bank of Nigeria’s (CBN’s) 
supervisory act ivit ies in m inim ising r isks, as well as by providing a fram ework for orderly 
failure resolut ion.  Prior to the establishm ent of the NDI C, the government played the role of 
an implicit insurer as it had to bail out troubled banks in its efforts to protect depositors. 

Mandate and Powers 

The system was designed as a Risk Minim iser, with powers and responsibilit ies to insure 
deposits, m onitor the health of member inst itut ions and provide an orderly resolut ion 
mechanism for failing and failed. Accordingly, the focus of the Corporat ion’s act ivit ies, as apt ly 
captured by its Mission Statem ent , which is to protect depositors through effect ive 
supervision of insured inst itut ions, prom pt payment of guaranteed sum s, provision of 
technical/ financial assistance to eligible insured inst itut ions, and orderly resolut ion of failing 
and failed insured institutions. 

       

Ganiyu Ogunleye,             Offices of the NDIC in Abuja 

CEO and Managing Director of the NDIC 

Functions of the Corporation 

I n accordance with the provisions of the Act establishing the Corporat ion, the NDI C perform s 
the following functions:- 

1. Deposit I nsurance : This is the m ost significant and dist inct funct ion of the 
Corporat ion. As a deposit insurer, NDI C guarantees the payment of deposits up to the 
specified lim it to a depositor in the event of failure of an insured financial inst itut ion. 
Balances in all deposit accounts held in the same right and capacity by a depositor in all 
the branches of a closed inured inst itut ion, net of outstanding debts, are aggregated to 
determ ine the m axim um insured am ount . The Corporat ion repays the insured deposit 
either directly or through agent banks. 



2. Bank Supervision: NDIC supervises banks to protect depositors, ensure m onetary 
stabilit y, prom ote an effect ive payments system , and prom ote com pet it ion/ innovat ion 
in the banking system . The supervision seeks to reduce the r isk of failure while 
ensuring that unsafe and unsound pract ices are minimized. The Corporat ion carr ies out 
this responsibilit y through on-site exam inat ion and off-site surveillance. This 
responsibility is shared with the Central Bank of Nigeria (CBN). 

3. Dist ress Resolut ion: The Corporat ion is empowered to provide financial and technical 
assistance to failing insured inst itut ions, in the interest of depositors. The financial 
assistance can be in the form of loans, guarantee, or accomm odat ion bills. Sim ilar ly, 
the technical assistance may include assumption of control and management of a failing 
inst itut ion, change in m anagement , or assisted merger with another viable inst itut ion. 
The responsibility for distress resolution is undertaken in consultation with the CBN. 

4. Bank Liquidat ion: NDIC is responsible for the orderly and efficient closure of failed 
inst itut ions. The closures are done with m inim al disrupt ion to the banking system . After 
closure, the assets of the failed inst itut ions are realized in the m ost cost effect ive 
m anner and the proceeds appropriated am ong the various claim ants in accordance with 
relevant laws. The laws give depositors senior ity of claim on a failed bank’s assets over 
and above other stakeholders such as preferred creditors, general creditors, and 
shareholders.  

Governance 

The NDI C was established as an independent Corporat ion within the public sector by Act 22 of 
1988.  The governing body of the Corporat ion is the Board of Directors which is responsible for 
policy form ulat ion and oversight of it s affairs.  As provided in the enabling Act , the Board is 
appointed by the President of the Federal Republic of Nigeria, and it consists of nine (9) 
m em bers. These include a part t im e Chairman, three part t im e m em bers, a representat ive 
each of the Cent ral Bank of Nigeria and the Federal Minist ry of Finance as mem bers, the 
Managing Director and two Execut ive Directors.  However, should the Board be dissolved, the 
Act provides that the Minister of Finance shall appoint a Managem ent Com m it tee for the 
Corporat ion with the Managing Director as the Chairm an to superintend over the affairs of the 
Corporation pending the constitution of a new Board.  

Membership 

Act 22 of 1988 m akes mem bership of the system in Nigeria com pulsory for all licensed banks 
and other deposit - taking financial inst itut ions.  I n that regard, all the licensed deposit - taking 
financial inst itut ions, com prised of 89 banks, 283 comm unity banks and 81 prim ary m ortgage 
inst itut ions, which are current ly operat ing in the count ry are m andatory m em bers of the 
system. 

Funding 

Apart from the initial capitalization which was provided by the Federal Government through the 
CBN and the Federal Minist ry of Finance, the subsequent funding arrangem ents have ex ante 
and ex post features.  The ex-ante funding relies on the periodic prem ium cont r ibut ion by 
insured inst itut ions.  The object ive is to build the fund that is required to m eet possible future 
insurance obligations.  NDIC currently adopts a flat rate premium assessment approach.  Using 
this approach, insured inst itut ions in Nigeria are charged 15/ 16 of 1% (or 94 basis points) of 
their total deposit liabilit ies (except deposits of insiders and those that are used as collaterals 
for loans) as at 31st December of the preceding year as premium for the current year.     

I n the case of ex post funding, the Act em powers the NDI C to charge insured inst itut ions a 
special levy in a sum equal to the am ount of an annual prem ium where the Deposit I nsurance 
Fund (DI F) is not adequate to set t le obligat ions arising from its deposit insurance liabilities.  In 
addit ion, the Act gives the Corporat ion the power to borrow from the CBN such m oney as it 
may require discharging its statutory functions.  

While the above two funding options are available to the NDIC, in practice, the Corporation has 
relied on ex-ante funding arrangement to meet its obligations.   



Investment Policy of the Corporation 

The funds of the Corporat ion are invested in Federal Governm ent securit ies. This investm ent 
policy is inform ed by the need for safety and liquidity. The operat ing expenses of the 
Corporation are defrayed out of the income earned on its investments.   

Relations with Other Safety-Net Participants  

The Corporat ion has always recognized that there m ust be effect ive collaborat ion between the 
deposit insurer and other safety-net part icipants.  I n that regard, it has a cordial relat ionship 
with the head regulatory body in the count ry, i.e. the CBN.  This has been done through the 
planning and scheduling of bank exam inat ion, and the establishm ent of a Joint Execut ive 
Committee on Banking Supervision.   

Sim ilar ly, the Corporat ion has been part icipat ing very act ively in the act ivit ies of the Financial 
Services Regulat ion Coordinat ing Com m it tee (FSRCC) which is m ade up of other regulators in 
the financial services indust ry such as the CBN, Securit ies and Exchange Comm ission (SEC), 
Nat ional I nsurance Com m ission, Corporate Affairs Comm ission (CAC) , and Federal Minist ry of 
Finance.  The body was established to ensure effect ive supervision of the financial services 
industry through coordination of supervisory activities, cooperation and information sharing. 

At the sam e t im e, the Corporat ion is collaborat ing with the recent ly established Econom ic and 
Financial Cr im e Com m ission (EFCC) in its bid to stem the t ide of econom ic and financial crimes 
(most of which are committed through the banking system).  

Achievements of the Corporation 

The achievem ents of the Corporat ion can be reviewed within the context of it s act ivit ies in the 
discharge of it s pr im ary m andate of a r isk minimizer. The Corporat ion’s m ajor achievem ents 
include: 

a. Deposit Guarantee 

From the incept ion of the schem e in 1989 to Decem ber 2003, the Corporat ion had paid 
about N3.3 billion (US $24.3 m illion) insured deposits to the depositors of 34 banks in 
liquidat ion.  This development has no doubt , gone a long way in engendering 
depositors’ confidence in Nigeria’s banking system. 

b. Depositors’ Protection through Supervision 

The enhancem ent of supervisory capacity through focussed t raining and acquisit ion of 
relevant tools is being vigorously pursued by the Corporat ion.  I n that regard, m ore 
staff in the on-site and off-site supervision departments of the Corporat ion have been 
exposed to new techniques of banking supervision.  Sim ilar ly, the exist ing tool for off-
site surveillance, Bank Analysis System (BAS) which was joint ly developed with the 
CBN, has been enhanced to m it igate som e of the problem s associated with off-site 
supervision in Nigeria. 

The involvem ent of the Corporat ion in on-site exam inat ion has enhanced supervisory 
capacity such that licensed banks are examined on an annual basis. 

c. Distress Resolution 
The Corporat ion was established when some banks were ident ified to be technically 
insolvent .  The NDI C was nevertheless statutor ily required to insure all the banks as 
part icipat ion in the system is m andatory.  I t , therefore, had to grapple with the 
resolution of distressed banks at an early stage of existence.  

Depending on the severity and peculiar ity of the situat ion, NDI C in collaborat ion with 
the CBN, has, over the years, successfully adopted the following m easures, am ong 
others, to address bank distress:- 

i) A N2.3 billion (US $300.65 m illion) accom m odat ion facilit y was granted to ten (10) 
banks which had serious liquidity cr ises in 1989 following the withdrawal of public-
sector funds from com mercial and merchant banks and the t ransfer of same to CBN 
during that year. 

ii) Take-over of m anagement and cont rol of twenty- five (25) dist ressed banks ( in 
conjunction with CBN) to safe-guard their assets. 



iii) Acquisition, restructuring and sale of seven (7) distressed banks to new investors. 
iv) Closure of 36 term inally dist ressed banks that failed to respond to various 

regulatory/ supervisory init iat ives.  Except for two banks that are contest ing the 
withdrawal of their licenses in court , all the banks were closed with m inim al hardship to 
their depositors. 
The com bined effect of these m easures was a significant reduct ion in the level of 
dist ress in   the banking system and an enhancem ent of public confidence in the 
system. 

d. Payment of Liquidation Dividends 
I n addit ion to the paym ent of insured deposits of closed banks, depositors with credit 
balances in excess of the insured lim it were paid liquidat ion div idends based on the 
volum e of proceeds of the closed banks’ assets that were realised by the Corporat ion.  
At the end of January, 2004, the Corporat ion had declared an aggregate div idend of 
N9.9 billion (US $ 72.8 million) for 32 out of the 34 banks in liquidation.  

Liquidat ion dividends had also been paid to the creditors and shareholders of som e of 
the banks. I t is im portant to point out that the role of the Corporat ion as a liquidator is 
separate and dist inct from the other roles.  The Companies & Allied Mat ters Act of 
1990, as amended, regulates the dut ies of a Liquidator.  To this end, separate accounts 
are kept for every bank in liquidat ion, independent external auditors are appointed to 
audit the accounts and regular statutory returns are sent to the Corporate Affairs 
Commission (CAC) and the CBN.  

e. Bank Customers’ Enlightenment 
The Corporat ion has, since it s establishm ent , been prom ot ing public understanding of 
banking policies by providing financial inform at ion and analysis of insured banks to the 
general public.  Such inform at ion which hitherto was not articulated has enabled the 
public to know the financial condit ions of insured banks.  The dissem inat ion of financial 
inform at ion is done through the Corporat ion’s Annual Reports; the NDI C Quarter ly and 
other publicat ion which are available to the public free of charge as well as its website, 
(www.ndic-ng.com).  These publicat ions are now being regarded by operators and 
academia as veritable sources of information on the nation’s banking industry. 

Challenges Facing the Corporation 

While the Corporat ion has recorded reasonable achievements since it was established in 1989, 
the im plementat ion of the system has not been without som e challenges.  Som e of the 
challenges include poor public percept ion of the deposit insurance system; dist ress in other 
deposit- taking financial inst itut ions; rendit ion of unreliable returns by some insured 
institutions; and inadequate legal provisions, among others. 

    

What’s New in Your World?   

QUEBEC  

On 1 February 2004, l’Autorité des Marchés Financiers was form ed following the m erger of five 
separate organizat ions.  L’ Autorité is the regulatory body that adm inisters the regulatory 
fram ework governing Québec's financial sector. To this end, it has com bined the operat ions 
and personnel of the following five organizat ions: the Bureau des services financiers, the 
Com m ission des Valeurs m obilières du Québec, the Fonds d 'I ndem nisat ion des Services 
Financiers, the I nspecteur Général des I nst itut ions Financières ( financial inst itut ions sector 
only), and the Régie de l'Assurance-Dépôts du Québec. 

L’ Autorité des Marchés Financiers is intended to be a single window for consum er inform at ion 
and com plaint processing. A team of inform at ion officers is available to respond to all requests 
for inform at ion from consum ers. L’ Autor ité is also charged with receiving and handling the 
com plaints subm it ted to it . Furtherm ore, it was intended to st ream line the regulatory 
fram ework governing the financial sector and thus sim plify the adm inist rat ive procedures of 

individuals and businesses pract icing in the sector. Directed by a CEO, L’ Autorité has more than 

500 employees at its Québec City and Mont réal offices. L’ Autorité's headquarters are located in 

Québec City. 

Website : www.lautorite.qc.ca

     

http://www.ndic-ng.com
http://www.lautorite.qc.ca


VENEZUELA  

The Fondo de Garantía de Depósitos y Protección Bancaria (FOGADE) 
Fogade has announced that Mr Jesús Enrique Caldera I nfante has been appointed 
as it’s President. Mr Caldera Infante’s contact details are : 
FOGADE, Esquina San Jacinto, Edf. FOGADE, Planta Alta  
Catedral, Caracas 1010, Venezuela 
Phone +58212 5460010  

IADI  

IADI Membership and Communications Committee 
Roumyana Markova of the Bulgarian Deposit Insurance Fund, has been appointed 
by the Execut ive Council, as the Chair of the Membership and Com municat ions 
Committee.  

Head office 
We are pleased to announce the appointment of Kim Utnegaard as Deputy Secretary 
General of IADI. In her new role, Ms. Utnegaard assumes responsibility for the day- to-
day operations of the Association and a number of other activities such as the IADI 
Newsletter.  

Ray LaBrosse will part icipate as a speaker at the upcom ing 1 3 th I nternat ional 
Banking Congress on "Russia 's Banking System in the Context w ith 
International Trends and Standards" 
which will take place from 2 – 5 June 2004 in St Petersburg, Russian Federation.  
More informat ion on this Congress can be obtained from Ms Ekaterina Putyat ina , 
[mailto:mbk@mbk.spb.ru]

 

Consultant at the Foundation for support of the IBC.  

By phone: +7 (812) 320-34-32 or 320-34-31 or at their web-site: http://mbk.spb.ru.  

PUBLICATIONS:  

You may find the following articles of interest: 
Bank for International Settlements: 

Villy Bergst röm : Monetary policy and econom ic stability ( Centra l Bank Art icles and 
Speeches)

 

(18.05.2004 14: 24) – PDF. Speech by Mr Villy Bergst röm , Deputy Governor of 
Sveriges Riksbank, at a conference organised by the real-estate m arket m agazine 
Fastighetsvärlden, Stockholm 12 May 2004. http://www.bis.org/review/r040518f.pdf

  

Zet i Akhtar Aziz: Tow ards w orld- class banking - efficient , effect ive and resilient 
banking system ( Central Bank Art icles and Speeches)

 

(18.05.2004 14: 24) - PDF, 
Keynote address by Dr Zet i Akhtar Aziz, Governor of the Cent ral Bank of Malaysia, at the 
Malaysian Banking Summit 2004, Kuala Lumpur, 14 May 2004. 

http://www.bis.org/review/r040518e.pdf

 

T T Mbow eni: Recent econom ic developm ents and m onetary policy in South Afr ica 
( Cent ral Bank Art icles and Speeches)

 

(18.05.2004 14: 24) - PDF. Address by Mr T T 
Mboweni, Governor of the South African Reserve Bank, at the Mercury/ Safm arine Business 
Breakfast, Durban, 14 May 2004. http://www.bis.org/review/r040518d.pdf

  

Editor:  Kim Utnegaard    
Deputy Secretary General 
International Association of Deposit Insurers 
Tel:  +41 (61) 280-99 33 (Basel, Switzerland) 

    E-mail kim.utnegaard@iadi.org          www.iadi.org
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This newslet ter was issued on 31 May 2004. Want to share your expert ise? To subm it 
art icles or item s for considerat ion for a future issue please send them to info@iadi.org

 
by 15 June 2004. 


