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Vision

The Philippine Deposit Insurance.Corporation,
operationallv responsive fo the needs of the depositing
public and the banking communitv professionally
managea. financially strong, adequately manned and
equippea toward the enhancement of sound banking
and savings mobilization for national development

The PDIC employee. an eptiome of exemplary public ,
e Mission

As INSUREF proviae adequale depositor protection
and educalion and ensure immediate processing anc
setliement of depositor claims,

As REGULATOR conduct difigent montoring and
examination of member banks and implement prompt
decisive and prudent interventions

As RECEIVER mmptemeni efficien! receivership,
Judicious rehabilitation and expeditious hquidation of
closed banks

Beliefs

Integrity, protessionalism, resourcefulness
perseverance, teamwork and developmental spirit are
essential n accomplishing our missions

improvement of service delivery 12 ¢ continuing
commuitment, and

People are our most important resource
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PHILIPPINE DEPOSIT INSURANCE CORPORATION
CITY OF MAKAT! ‘ |

Office of the President

T

July 1999 |

HIS EXCELLENCY
PRESIDENT JOSEPH E. ESTRADA Lo
Malacafiang Palace, Manila

Dear Mr. President:

Fladd

| have the honor to submit the 1998 Annual Report of the’Philippine Deposit
Insurance Corporation. The report features the Corporation’s performance and gives
recognition to the dedication and hard work of PDIC staff in fulfilling the Corporation’s

mandate to protect depositors.

Anticipating further challenges with continuing liberalization, we shall remain
committed in safeguarding the interest of depositors by further strengthening public
confidence in the banking system and striving to deliver higher quality service.

The Board of Directors, management and staff extend their congratulations to the
new administration and pledge their untiring support towards better depositor protection.

Very respectfully yours,
(%4 e
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PHILIPPINE DEPOSIT INSURANCE CORPORATION
CITY OF MAKATI '

Office of the President

July 1999

HONORABLE BLAS F. OPLE
President of the Philippine Senate

HONORABLE MANUEL B. VILLAR, JR.
Speaker of the Philippine House of Representatives

Dear Sirs:

| have the honor to submit the 1998 Annual Report of the Philippine Deposit
Insurance Corporation pursuant to the provision of Section 15 of Republic Act 3591,
As Amended.

The report highlights the performance of the Corporation in pursuit of its mandate
to provide greater depositor protection.

S SR Very respectfully yours,




ut was adversely affected by the prolonged drought
ndus'try was dampened by tight credit and high cost

‘Nominal GDP increased from P2.42 trillion in 1997 to
.67 trillion in 1998 growing by 10.2 percent, siightiy lower
an the 11.5 percent realized the previous year. Gross
fomestic saving (GDS) decreased from P503.78 billion in
ik 97 to P496.94 billion in 1998, a contraction of 1.4 percent
:fn“‘contrast to an expansion of 20.4 percent a year ago.
‘ 'i‘:? decline in GDS was a result of faster increase in
" xpenditures than in incomes of all sectors though mitigated
y,a rise in depreciation. As nominal GDP increased and
DS decreased, the saving rate, measured by the ratio of
i DS to GDP, dropped from 20.8 percent to 18.6 percent.
BFCross domestic capital formation (GDGF) likewise fell from
601 .95 billion to P541.23 billion with investments
“e’pressed by diminished prospects in the economy. This
%sulted to a decline in the ratio of GDCF to GDP from the

' revious level of 24.9 percent to 20.3 perbent in 1998.

oY

3 Total assets of the banking system tapered by 0.2
percent from P2.77 trillion in 1997 to P2.78 trillion in 1998
“‘; due to deceleration in economic activity. This contrasted
ith the robust expansion in bank assets since 1987 as
_“shown by the growing significance of'the banking system
to the economy as measured by the ratio of bank assets to
GDP. From a peak of 114.4 percent in 1897, the ratio slid
) _’ to 104.3 percent in 1998 (Chart A).

I

Economy and Banking System

Outstanding loans of the banking system shrank by
2.2 percent from P1.75 triliion in 1997 to P1.71 trillion in
1998 as loan demand was sluggish and banks were not
inclined to lend (Chart B). The contraction was accounted
for by the reduction in deliar loans by 16.4 percent, which
in peso terms was reduced even more because of the slight
appreciation of the peso in 1998. The drop in dollar loans
was due to adjustments by borrowers adversely affected
by the significant increase in the peso equivalent of their
dollar obligations following the currency turmoil in 1997.
Most borrowers shifted out of dollar loans in contrast to
the rapid growth of over 30 percent per annum from 1994
to 1996 induced by strong peso exchange rate policy at
high interest rate greater than on doliars. Growth in doliar
loans slowed down by 1997 and declined the following year.
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Banks deployed more resources to government
securities and payment of liabilities both in peso and foreign
currency. Investments in long-term government securities
increased by 46.7 percent from P136.39 billion in 1997 to
P200.07 billion in 1998, while combined liquid assets of
banks decreased by 3.2 percent from P580.97 billion to
P562.45 billion.

Non-performing loans® (NPLs) doubled from P94.75
billion in 1997 to P188.20 billion in 1998 (Chart C), partly
due to a more stringent policy shortening the period of
classifying loans as past due, This, together with contraction

in gross loans, raised past due ratio from 5.4 percent to
11.0 percent. To address this, the Bangko Sentral ng
Pilipinas (BSP) required increase in capital coupied with
higher provisioning for NPLs. Banks acceleraied their
allowances for probable loan losses from P38.96 billion in
1997 to P68.83 billion in 1998. The ratio of ioan loss
reserves to gross loans improved from 2.2 percent to 4.0
percent. However, the coverage ratio with respect to NPLs
slipped from 41.1 percent in 1997 to 36.4 percent in 1998
as build-up of ioan loss reserves was outpaced by the
growth of NPLs,

Banks addressed deteriorating loan quality through
restructuring of delinquent accounts and hastening
foreclosures. From 1997 to 1998, current restructured loans
increased by 241.5 percent from P12.30 billion to P42.00
billion. Real and other properties owned or acquired
(ROPOA) by banks likewise rose by 136.0 percent from
P26.27 billion to P62.02 billion. Non-performing assets of
the banking system, the sum of NPLs, ROPOAs and
restructured loans, amounted to P293.22 billion in 1998
with corresponding ratio to total assets of 10.6 percent from
4.8 percent in 1997,

Banks sourced 86.0 percent of therr total funds from
liability accounts and 14.0 percent from capital In 1998.

" Comprised of past due loans and items n liigation

Of the total liabilities, deposits still constitute the bulk at
73.6 percent. Deposit growth, however, siowed down in
1998 to 4.8 percent in contrast to 29.3 percent in 1997.
The level of deposits increased slightly from P1.67 trillion
in 1997 to P1.75 trillion in 1998 compared to the 25.8
percent avefage annual growth in deposits from 1994 to
1996 (Chart D). Total deposits grew in 1997 mainly because
of peso depreciation that increased the value of dollar-
denominated deposit liabilities. Dollar deposits started to
taper in 1997 increasing by only 1.1 percent while its peso
equivalent soared by 54.1 percent.
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Deposits with commercial banks increased to 90.4
percent of total deposits in 1998 from 89.7 percent in 1997
with corresponding contraction in thrift banks to 7.5 percent
in 1998 from 8.1 percent in 1997. Rura! banks maintained
their market share at 2.1 percent. A factor accounting for
the slowdown in deposit growth was the closure of 23 banks
displacing P5.48 billion from the deposit base of the banking
system. While the closure of these banks accounted for
only 0.3 percent of total deposits, this nevertheless affected
168,534 accounts causing disruption in the lives of
depositors. Moreover, payment of insured deposits took
time due to difficulty in verifying accounts given the poorly
maintained deposit records. This delay could be avoided
if regulators are allowed access to deposit records before
closure which is prevented by the Bank Secrecy Act.

Bank borrowings likewise diminished by 19.7 percent
from P428.03 billion in 1987 to P343.54 billion in 1998
(Chart E). This trend was a significant reversal to the robust
annual average growth of 40.1 percent from 1994 to 1996
when borrowings then augmented deposits in financing
loans. Borrowings during this period were mostly in foreign

“currency from 46.8 percent of total borrowings in 1994 to

62.9 percent in 1996. When the currency crisis struck in
1997, dollar-denominated borrowings contracted by 6.7
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f " although the peso equivalent soared by 38 6
- With the ensuing slack in credit demand in 1998,
astened the settlement of these accounts.

f-The continuing strains on the economy and
Beresponding adjustments within the banking industry
REpressed bank profits in 1998. Banks’ collective net
fitome before tax was trimmed down by 46.6 percent from
P76.15 billion in 1997 to P24.62 billion in 1998. Likewise,

iurn on assets (ROA) declined from 1.9 percent in 1997
kp:0.9 percent in 1998 and return on equity (ROE) dropped
rom 14.2 percent to 6.5 percent (Chart F). The lower
rnings in 1998 was attributed to the sharp deceleration
Jof-both interest income and interest expense, with interest
Rricome tapering more than interest expense. With higher
ther operating expenses particularly provisions for loan
Rosses, the efficiency level of the banking system further
eteriorated from 73.7 percent in 1997 to 89.6 percent in

8.

Economy and Banking System

Nevertheless, the banking system has withstood the
stresses brought about by the currency crisis. Philippine
banks have been capitalized to absorb potential losses as
capital adequacy ratio stood at 16.6 percent in 1998, higher
than the minimum 10 percent required by the BSP (Chart
G). Though one commercial bank, six thrift banks and
sixteen rural banks? closed during the year, their aggregate
assets accounted for only 0.4 percent of total assets of the

system.

The pace of economic recovery will depend largely on
adherence to sound macroeconomic policies and pursuit
of reforms in the banking system. Monetary policy should
focus on raising domestic demand by ensuring adeguate
liquidity but at level consistent with low price regime. it
should also refrain from using interest rates to defend the
exchange rate which should be competitive to warrant a
sustainabie balance of payments. As atemporary measure
to stir production, government’s pump-priming activities

“shouid be limited in duration and amount. The increase in

public expenditures should be rationalized and matched
with improved revenue-generating measures and efficient
tax coliection procedures. At the same time, banking
reforms should focus in strengthening regulatory agencies
by enhancing their supervisory and enforcement powers
to implement policies that will promote greater transparency
and competition in the system. These shouid be
complemented by increased capitalization, and mergers
and acquisitions to meet international standards and equip
banks so as to withstand competition.

? Exciudes 17 rural banks in Lanao del Norte and Sur which were non-operational since the 1970s/1980s but were closed by the Monetary Board only in 1998




Economy and Banking System

Table 1. SELECTED INDICATORS ON THE PHILIPPINE BANKING SYSTEM*, 1994-1998
Amounts in Billion Pesos

Indicators | 19 1995 199 | 1997 1998 |
1
Statement of Condition ‘1
ASSETS 1,255.98 1,606.56 2,120.55 2,769.81 2,775.86 |
Quick Assets 340 45 395.50 478 38 580.97 56245 |
Cash on Hand 18.74 23.50 32.55 4382 4425 |
Cash and Otner Cash ltems 1.21 1.22 2.58 2.74 166
Due from BSP 92.67 101.23 111.19 130.49 127.08 J
Due from Banks 90.65 97 39 116.93 178.03 15542 |
Marketable Securities 71.04 66.32 7304 89.50 3397 |
Investment - Government 66.14 105 86 14210 136.39 20007
Net Loans 704.81 961 19 1,357 11 1,711.45 1,643.24
Gross Loans 71933 977.87 1,375.68 1,750 40 1,71207
Current Loans 685.26 938.87 1,327 19 1,655.66 1.522 87 !
Non-Performing Loans 34.07 3899 48.49 94.75 189.20
Allowance for Probable Losses 14.52 16.68 1857 38.96 68 83
Investments® 8204 93.53 98.16 184 92 236 51
Other Assets® 128.68 156 34 186.90 292 48 33366
LIABILITIES 1,087.04 1,381.37 1,833.04 2,406.39 2,386.06
Deposits 807.90 1,018.93 1,294 40 1,674 08 1.754.97
Demand & NOW £8.39 88.43 111141 130 17 152 83 ]
Savings 542.68 667.19 81673 1,021.86 1,070 31 !
Time 196.82 24331 366.56 522.05 53183 |
Borrowings 16543 224 90 320083 428.03 34354 J
Other Liabilities 113.72 137.54 21862 | 304.28 287.55
EAPITAL 168.94 225.19 287.51 J 363.42 389.80 ‘J
income & Expenses |
NET INTEREST INCOME 46.96 59,13 79.96 111.61 118.57 [
Interest Incoms 103.80 132.33 17957 l 259.23 20585 |
Interest Expense 56.85 7320 99.61 147.62 176 28 ‘r
NET OTHER OPERATING INCOME/(LOSS) (27.18) (32.81) (46.21) (71.01) (102.86) Ji
Other Operating Income 2174 27.54 31.51 4302 4187 |
Other Operating Expense 48.92 60.36 7172 11403 14473 !
NET NON-OPERATING INCOME 5.1 6.41 11.10 5.55 7.91 ‘J
NET INCOME BEFORE TAX 25.49 32.73 44.86 46.15 24,62 1
] Provision for Income Tax 233 2.30 439 397 267 |
}ﬁT INCOME AFTER TAX 23.16 30.43 40.46 4218 218
RATIOS (%) ]
Capital/Risk Assets* 1692 17.10 1630 1536 16 61
Non-Performing Loans/Gross Loans 474 3.99 352 541 11.05 ’
! Allowance for Probable Losses/Non-Performing Loans 42,62 4278 3830 4111 36.37
| Allowance for Probable Losses/Gross Loans 2.02 171 135 2.23 402
| Other Operating Expense/Net Interest Income + #
i Other Operating Income (Efficiency) ' 7121 69 64 6972 ‘ 73.74 8965 j
r Gross Loans/Total Deposits 89.04 9597 ! 10628 | 104.56 97.56 (
I' Net Income BeroreTax/Average Total Assets® (ROA) 226 228 241 1 189 0.8
ﬂlncome Before Tax/Average Total Capital” (ROE) 1684 ; 16.61 l 1750 | 1418 | 654

" Covers PDIC memner banks and (net overseas bianzhs:
Comprisea of nast auz 1oans ana sms n Iigation
Comorised of nvestmants 1 bonds ana otner aebt nstrument: {18C01-ctners, eaurly nvastmisnte underwniting accounts xClugEs marke.able SECurilies and nvestment
1N government securiies which ale Inciuded Ir quick essels
COMDNLSED G' Dalkh DIEMISES 1641 ana olner properlies ownea ¢ acqunes 'RIFOA  gelered Income laa ano ofner assets

* Ganial s net ot aprraiss in~reman reseives nsk assels ar bank assers that 17 Inz fs- or 1213t a0 67 0ESine N vaiue Fisw assel, consist of ue from othe: anke
Cnecks ana other cash ilems /2021 gt loan: [EDD-otrier: ungerwiiing accounts ROPOL euihy investiments and otne' asseis ingt ¢ gsierea ncome 1ax,
“YETBUE 1012 ASSElS ANy aveTaqs (otal capiial were qervag ron SUMIMNS 7 INE DEGINNING and' vealend levels divided by twe




c OPERATIONS

‘]f MONITORING AND SUPERVISION

D/Cs bank monttoring and supervision aims primarily to
E o strict adherence of banks to safe and sound banking
t/ces Bank pertormance i1s monitored through off-site
i ysrs using informauon from bank reports regularly submitted
Wc Corporation Independent exarmination of banks is also
i ducted to validate results from off-site analysis and to
ment examinations made by the Bangko Sentral ng

Bmple
The Corporation also extends financial

Biipinas (BSF)
gssistance 10 a distressed bank when continued operation of the

Rk is deemed essential to provide adequate banking services
me community or to mamntain financial stability in the economy

B

¥ 0ff-site Monitoring

| PDIC's monitoring system commences with the
¥ submissior o tmancial statements and reports by member

) E hanks. Daiz rom tnese reports are processed to meet
" analytica! r=uurements and provide basis for making
- -informed 1uagement  Critical to the monitoring system 1s
E- the timeliness and accuracy of information. In this regard,
}f PDIC continues to coordinate with banks to facilitate report

’, submission 1mprove the quality of reports and pursue
correctior ¢f problems  In 1998, reports submission by
;' commercial banks was coursed via electronic mail system,
while thrift banke’ reports were submitted in diskette format,

E thus eliminatng manual encoding. Constant discussions
¥ with perennially delinquent banks were conducted to
discuss solutions to their reportorial problems. Information
brochures on procedures and frequency of submission.
aswell ac letter-reminders, were sent to ensure that banks
are pronerly guided Through these efforts. report
compliance rate, measured by the number of reports
submiti=g over the number of expected reports. improved

to 9C * percent in 1998 from 61.0 percent in 1994 The
. quaily o7 reports submitted as determined n terms of
5 Correctness, completeness and consistency of data also
5 Improved 10 a high of 91.4 percent In 1998 from a low of
}- 71.5 percentin mid 1997

PDIC Operations

Processing of information was alsc enhanced with the
initial operation of the Bank Performance Monitoring
System (BPMS) in September. The BPMS 1s an integration
of two database systems previously used 1o separately
monitor deposit data and financial condition of banks  Its
capabilities include easler and faster generation of
statistical reports In varnious formats for use in analysis,
automated tracking of report submission by member banks,
and auto-verification of data errors. With the BPMS, some
of the manual processing of the former systems werg
eliminated The new system allows for better management
of financial data and information on member banks and
more timely dissemination of information both to internal
and external users. Since the implementation of BPMS,
turnaround time for generation of selected industry statistics
for commercial and thrift banks has been reduced from 6
weeks to 3 weeks after deadline of report submission.

The surveillance function of the Corporation was also
strengthened with the early warning system (EWS) The
EWS allows for detection of problems and weaknesses in
member banks at an early stage This system considers
not only the financiat information generated through the
BPMS but aiso the adjustments from examination reports
and other market information. Among the improvemenis
introduced with this system are the inclusion of additional
measures and criteria for flagging down problem banks;
modification of the rating system based on the degree of
risks and severity of weaknesses. and off-site analysis of
each area ofi risk to guide examiners in their evaiuation,
The EWS Is also used as basis for the dispatch of PDIC
bank examination teams and provides vital inputs for the
evaluation of provisioning of funds to service insured
depostt claims in closed banks and banks at risk of closure.

Bank Examination

Bank examination involves visits to banks of PDIC
examiners to valhdate information obtained from regular
bank reports. as well as to acquire updated information on




PDIC Operations

operations and financial conditions of banks At the same
time. bank examination provides a better understanding
of the risks in insuring bank deposits

Given himitations on staff resources, PDIC adopts a
selective approach on banks to be examined, largely on a
random basis There are two types of on-site examinations
conducted. 1.e.. regular and follow-through examinations.
Major concerns of a regular examination include capital
adequacy, asset guality, iguidity, overall management
capabiiity, internal controls and sound accounting
procedures The entire process from the start of visit to
submission of examination report to the PD!C Board may
take anywhere from 2 to 3 months depending on the bank’s
asset size and extent of branch network. In the case of a
bank found to have engaged In unsafe and unsound
practices, the report is submitted to the Monetary Board
for corrective action  Where no corrective action is taken
by the Monetary Board within 60 days from receipt of the
report, the PDIC Board is mandated to tnstitute corrective
actions when deemed necessary. Follow-through
examination 1s done to check comphance of banks to
corrective measures prescribed in previous examinations
Consequently or-site visits 1o banks mav be done more
than once & year

In 1898. regular examinations were conducted on 25
banks 1.e., 2 commercial. 10 thrift, and 13 rural banks.
Total insured deposits in these 25 banks amounted to P45.7
billion. 12.5 percent of tota!l insured deposits iIn member
banks. Two of these banks were ciosed by the Vonetary
Board during the year In addition to regular examinations
conducted 20 follow-through examinations were also
undertaken during the vear.

For the first time. joint examinations with BSP were
carried out in two banks (1 universal bank and 1 rural bank)
Coordination with the primary reguiator was further
strengthened with discussions held on results of

examinations and acuon plans on selected banks

The Corporation continues t¢ keep abreast with best
practices adopted by other deposl insurance enuues In
foreign countries such as with the U S Federal Deposit
Insurance Corporation (FDIC) and Canade Deposit

Insurance Corporation (CDIC). The visits of Jean Plerre
Sabourin 1n 1996 and Guy St. Pierre In 1997, President
and Senior Vice President for Insurance and Risk
Assessment of CDIC respectively. provided opportunities
for PDIC to learn more about deposit insurance practices
adopted especially in the areas of risk assessment and
monittoring  With the implementation of the Asian
Development Bank Technical Assistance (ADB TA) grant
for capacity building, the Corporation requested consultants
from these two agencies to provide advisory assistance to
enhance the analytical process in the conduct of
examination. The consultants emphasized the different
steps involved m undertaking a nisk-based supervision
approach, namely, 1dentifying rnisks, measuring and
evaluating rsks. developing a supervisory strategy and
conclusions based on the findings. and finally
communicating these findings to the bank’s management
and board of directors. A risk-based approach enables
examiners to be forward-looking and proactive in their
assessment of a bank's nsk-taking behavior and quaiity of
risk management. Also. the complementation of
responsibiliies and sharng and maintenance of s common
bank database among bank supervisory entities. which 1s
the case m Canada was presented as a model worth
considering for the Philippines  Simultaneously, m-house
and external rraining programs were avalled of dunng the
year to further bulld up internat capacity In conducting bank
examination.

In December 1998, PDIC started to host regular
meetings with the Chamber of Thrift Banks These
meetings provided opportunities foi consultation with
member banks on various 1ssues as well as exchange of
views and opinions concerning banking reforms. Furihet
periodic meetings with the Bankere Association of the
Philippines and Rural Bankers Association of the
Philippmes will start next year

Bank Rehabilitation

PDIC ass!ste In bank rehabilitauon mamiv through grant
of financial assistance to restore norma! banking operations
jor the benefit of depositors (Boy 1.0




Box 1.0 FINANCIAL ASSISTANCE FOR BANK REHABILITATION

PDIC 1s authorized under Section 12(c) of R A. 3581, As Amended. to extend
fnancial assistance to a distressed Insured bank when this proves less costly
than depostt insurance pay-off and hquidation

‘purpose of Assistance

L distressed bank saddled by poor foan portfolio and problematic assets
_will not be attractive to strong nvestors PDIC assistance 1s therefore granted to
clean up the balance sheet by removing non-performing assets or by covering
accumulated fosses in order to make rehabilitation mvestments viable

Eligible Recipients
+ Banks in danger of closing, where continued operation of such bank s
- - essential to provide adequate banking services in the community or to
’ maintain financial stability in the economy
» Banks In sound financial condition with strong track record acquiring
control of, merging or consolidating with insured banks in danger of
closing ot closed insured banks

Modes of Assistance

Depending on the balance sheet structure of the distressed bank or the

- acquinng bank. financial assistance may be granted in any of the following

modalities

¢ Grant of foans

+ Purchase of bad assets

« Assumption of liabilites

+ Placement of deposits

Evaluation of Bank Rehabilitation
Most critical to success of bank rehabiltation is the financial strength and
professional competence of mcoming investors The magnitude of assistance
depencs largely on the extent of bad assets and losses that need to be financed 1
incentves given by PDIC also depend on the ability of incoming investors to |
\
|
|
\

acceleate rehabilitation

Othel Fiequirements
Firm commitment for nfusion to restore and maintam level tc meet at
least mandatory miimum requirements
+ Change of ownersiofficers deemed responsinle for banks distressed
condition
+ Correcuon of all unsafe and unsound bankmg practices and condttion
+ Adequate securty fol loan assistance !

PINC nas granted financial assistance 1o seven banks
since 1392 with total value of P3 38 billiorn Five of these
banks racelved loans aggregating to P495 miliion, whiie
two Lanie were assisted through purchase ot non-
perforninig assets In 1994 PDIC purchased P1 40 billion
wortr o assets from Associated Bank transferred into
Westrion Bank under new ownership and management,
subjer. 12 repurchase over 12 years inclusive of three-year

grace wunoc The Bank qualfied for discounts on
repur . ese price starting in 1997 upon its additional capnal
infusi=. n-vondlevel commitied In 1997, PDIC purchased
P157 fuiiar worth of assets from Monte de Pledad and
Savi 22 .z of which P1.175 bilion was funded by BSP
throvo 2 1nar with PDIC as conduit and the balance
shou - -2 o e Corporation

Cope s
(S

- LiEanameg batance on financial assistance at the stan
f4C 0 - P NN .

OT1¢ 4= s mteci 12 P1 84 billion. dropping 1o P1 18 billion
Dy v-z.nic £xsiuding tinancial assistance extended 1o

PDIC Operations
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Monte de Piedad and Savings Bank (Table 1.0). Westmont
Bank partially settled rts obligation amounting to P116.8
million in loan principal net of P38.2 million discount earned.
Upon additional infusion of P255 million to cover capital
shortfall. bank owners were able to renew discussions with
PDIC for the restructuring of the Bank's outstanding
assistance. Philippine Veterans Bank (PVB) paid P19 95
million of its outstanding loan. PVB’s financial obligation
represents PDIC’s subrogated claims of P82 million
converted into loan in 1992 as a result of the Bank's
rehabilitation authorized by Repubiic Act 7169. Also. during
the year, two banks settied principal obligations i full.
insular Savings Bank, recipient of P320 mitlion loan in 1992
for the rehabilitation of Home Bank and Trust Co., prepaid
its outstanding balance of P208 miliion. The Network Rural
Bank of Southermn Philippimes, a merger of six rural banks
forged In 1995 with incentives from the Countryside
Financial Institutions Enhancement Program. fully settled
its outstanding loan of P75 million. By the end of 1998.
only two banks had outstanding balance on PDIC financial
assistance totaling P1.18 billion.

Table 1.0 FINANCIAL ASSISTANCE"
Yearend Position in Million Pesos

: 0 -
Bank Date Mode Onginal utstanding ‘

Granted Amount | Jan-98 Dec-98 .

Network Rutal Bank 20-Feb-95 Loan 7500 7500 - ‘
|

Westmont Bank 20-Jun-94 Asset 139500 | 131750 | 116250
Purchase 1

w/Buyback ‘

1

Prilippine Veterans Bank | 3-Aug-92 Loan 8200 3990 19.95 ;
Insufar Savings Bank 30-Jun-92 Loan 32000 208.00 i
Total 1,872.00 | 1.640.40 | 1.182.45 ‘

* Exaudes inancial assisiance extenaed 1o Monte ge Piedad and Savings Bant

PDIC continues to explore ways of allowing the private
sector 1o take a more active role in bank failure resolution
In addition to mergers and acquisitions PDIC 1s fooking
inte “Purchase and Assumption” (P&A1 schemes commonly
practiced In some developed countries such as the United
States and Canada P&A scheme involves purchase by a
strong Institution of a distressed bank's assets and
assumption of deposit and other liabilities P&A transactions
present & promising scneme for minimizing 1f not
preventng disruption tc depositors As an initial step PDIC
has incorporated In its proposed Charter amendments
provisions that will clearly estabitsh the basis for P&A
transacuons

<a}
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DEPOSIT INSURANCE

Insurance operations cover the determination and
assessment of deposits at risk, assessment and collection of
insurance premium, mobilization of funds to ensure availability
of resources, building up of reserves to a level deemed adequate
to cover estimated risks, and determination of probable recoveries
from closed banks under hiquidation.

Total Deposits and Deposits at Risk

For the assessment period ended 30 June 1998,
member banks increased to 987 consisting of 55
commercial banks including branches of foreign banks, 118
thrift banks and 814 rural banks. This s 4.9 percent higher
than the 941 member banks in June 1997. Total deposits
in these banks amounted to P1.69 trillion involving 23.97
million accounts, 18.9 percent higher than the P1.42 trillion

deposit accounts. About 93.5 percent of deposit accounts
s estimated to be fully insured. 1.e., accounts not exceeding
the maximum insurance cover of P100,000, with equivalent
deposit amount of P165.94 billion. Rural banks have the
highest percentage of estimated fully insured deposit
accounts at 98.6 percent, followed by thrift banks at 95 3
percent and commercial banks at 91.6 percent

Total deposits at rnsk, or insured deposits, reached
P322.10 billion, registering a 10.1 percent increase from
the 1997 level and 64.7 percent greater than the level In
1994 (Chart 2.1). As In previous years, depostors in rural
banks enjoy the biggest share of deposit insurance
protection, both in terms of number of accounts and amount
of insured deposits. In 1998, 63.4 percent of deposits In
rural banks 1s insured, 32.0 percent in thrift banks. 17.3
percent in private commercial banks, and 13.0 percent in

level in June 1997 and 11.1 percent higher In terms of spectailized government banks.

Chart 2.1 RATIO OF INSURED DEPOSITS TO TOTAL DEPOSITS

(Amounts 1n Million Pesos)

100 00
K Privaie Commercial Banks Specialized Government Banks
Thrift Banks B Rural Banks
7500
_—
)
& —
2
= =
= 5000
o
2500
000 I | | II
1994 1995 1996 1997 1998
Type of Bank Total insured Insured Total Insured insured Totai Insured Insured Total insured insured Total Insured insured
Deposits Deposits 1o Tolal | Deposits Deposits 1o Total | Deposiis Deposits to Total Deposits Deposits to Total Deposits Depasits 10 Tata!
Commercial Banks 579.984 157,027 27 07°% 763,108 190,835 25 01% 979 763 211314 2157% 1,243 212 230715 18 56% 1,821,724 256,530 16 86%
Private Banks 517 331 144,284 28 85% 693,183 181 282 2€ 15% 878 01¢ 168 563 2273 1107767 216,302 19 185 1.377.815 237,894 17 ars.
Spacialized Government Banks 62 853 7763 123¢e. £9 825 2 588 13 86% 101 745 11,751 11 55°% 115 442 14,413 12.48°, 143 900 18,69€ 12 695
Thritt Banks 55,871 25,923 46 40°, 69,987 27,693 3957% 97 854 31,048 31 73% 143 086 41,085 2871% 129,645 41.469 3199%
Savings & Mor'gage Banks 38,576 16,673 43 22°, 44,601 17 058 38 257 BE 837 16 188 32 74% 78,165 23452 30 79% 7208E 23578 3271%
Savings & Loan Assotiations 5,570 396€ 7120% 6921 4 445 6424+, 10760 5344 49 67 13 82¢ G 503 47 04°c 14,340 T 000 48 72%
Privaie Development Banks 11722 5284 45 08Y%s 18 465 6189 33 52% 31857 7 51¢ 2383~ 53,005 11107 20 96% 45216 14,891 35 208
Rural Banks 15.251 12,651 82 95% 20411 14 305 70 08% 25 849 16.824 65 09% 34,703 20 689 59 62% 37,934 24,040 B3.37%
Total 651,106 195,601 30 04% 853 506 232 833 27 28% } 1103466 259,186 23 49% 1421 001 292,489 20 58% 1.689,307 322,100 189 07%

Noter

1 Total geposits and insursd depostts as of 3¢ June of the reterence year
2 Deposit data covers deposns i PDIC member banks exuluaing deposits m oversaas branches of Phitppine banks

= Specialized government banks consist of DBF LBP and 4| Amanar Bank
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. nding Sources

The country’s deposit insurance system 1s funded
frough premiums collected from member banks and
tal iInfusion of government in the form of a permanent
nsurance fund (PIF) From 196310 1982 the government
" has increased its share In building up insurance reserves
¢ it initial authorized PIF in the amount of P5.0 million
: pon creation of the Corporation in 1963, increased to
¥ p20.0 million in 1973. P2.0 billion 1n 1985, up to the present
4 amount of P3.0 billion authorized in 1992 and fully paid by

¥ 1094

Insurance premium is assessed based on member
banks' total deposit liabiiities at the maximum rate of 1/5

of 1 percent per annum. Premium is collected semi-
annually. calculated based on average deposit liabilities
as of end of March and June for first semester, payable
not later than 31 July., and as of end of September and
Decembz for second semester. payable not later than 31
January o7 the following vear

Table 2.1 RATIO OF PREMIUM

PDIC Operations

Premiums coliected for the year totalled P3.26 billion,
an increase of 24.3 percent from the previous year's
collection of P2.63 billion (Table 2.1). The bulk of premiums
collected amounting to P2.89 billion represents remittances
of specialized government and private commercial banks,
including domestic branches of foreign banks. and
accounts for 88.6 percent of total premiums remitted
Collection from thrift banks and rural banks reached P291.0
million and P82.45 miliion. accounting for 8.9 percent and
2.5 percent of total premium collection. respectively.

Given the rate of premium levied against total deposits,
rural banks n effect carry a lower cost of providing
insurance with a 0.3 percent ratio of premium paid to
insured deposits. in contrast to ratios for commercial and
thnift banks which are 1.1 percent and 0.7 percent,
respectively (Table 2.1). This I1s in conformity with equal
burden sharing since most rural banks serve the poor

communities and clients from the lower-income groups.

TO INSURED DEPOSITS. 1994-1998

Accounts 1n Thousands, Amounts 1n Million Pesos

insured Deposits® Premium Remitted Ratio of Premium fo Insured Depositi

Type of Bank 1994 1995 1998 1997 1998 “

" ? Accounts | Amount |Accounts| Amount [Accounts| Amount jAccounts| Amound |Accounts| Amount | 1094 | 1985 | 1995 | 1097 | 1998 | 1994 | 1885 | 1986 | 1997 | 1808 ;
- Tzommercial Banks 11,262 | 157.027 | 11,791 | 100835 | 12404 | 211,314 | 13,721 | 230,715 | 15859 ) 256,500 | 1,140 | 1,436 | 1.830 | 2,344 | 2.882 | 0.73% | 0.75% | 0.87% | 1.02% 1,13%i
Prvate Commercial Banks 10768 | 149.084 | 11173 | 181282 11642 | 199,563 | 12814 | 216302 | 14677 | 237,804 | 997 1 1.300 | 1,651 | 2123 | 2604 | 067% | 0.72% | 0.83% | 0.98°% | 1.10% i

" Spevalized Goverment Banks 494 7762|618 9583 ) 762 | MBT| 90T | 14413 | 1182) 18896 | 2| 436 | 170 221 268 | 183% | 143% | 153% | 153% 1439‘3
"Thrit Bank: 2053 | 25823 | 4737 27603 4594) 31.048| 3866 | 41085 | 3706| 41469 | 97| 126 | 157 218| 291 0.37% | 0.46% | 0.50% | 0.53% | 07 %5

» Savng: . ', 2rgage Banks 1428 | 16673 | 3270 f 17.058 | 3076 18185 1952 | 23453 | 1824| 23578 64 83 M| 00| 138 036%]049% | 061% | 043% 0.59%3
Saving: . 221 Assaciauons 857 | 38661 78| 4M6| 80| 54| 95| 8505 86| 7000 10 13 19 23| 28] 026% |02 |0.55% | 03 0407:‘;

Prwate = cpment Banks 668 | 5284 685 | 6189 08| 7518 956 1 926 | 10891 23 32 27 9| 120 043% | 052% | 0.37% | 085% | 1.15% |

Rural Ban 3810 | 12651 | 3836 | 14305 | 3862| 16824 3987 | 20680 | 4405| 24040 | 260 37| 50 66| 82| 0.22% | 0.26% | 0.30% | 0.32% | 0.34%
18.025 | 195,601 | 20.364 | 232.833 | 20,860 | 259,186 | 21574 292.469! 23970 | 322100 | 1.265 | 1602 | 2037 | 2.628 | 3.265 | 0.65% | 0.69% | 0.79% | 0.90% | 1.01% '

ig
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PDIC Operations

F

When the level of reserves commensurate to PDIC’s
nsk exposure Is achieved, adjustments In premium may
be considered. Differentiated rates depending on several
risk factors may also be implemented in the future

In contrast to the past where government participation
in building up PDIC’s financial resources 1s called upon.
the Corporation aims to achieve financial independence
where insurance funds are generated from resources
mobilized by the system. PDIC aspires to achieve its long-
term vision of returning the P3.0 biliion government capital

infusion when reserves have reached comfort levels.

Insurance Reserves

Provisioning for estimated insurance losses Iinvolves
the appropnation of resources to meet future losses PDIC
may incur from closure of banks. Estimation of reserves
required to fully recover estimated Insurance losses
involves & methodology that includes ar assessment of
banks' condition with regard to theil probabihity of closure
and determmation of estimared recoveries from liquidation
of closed banks Over the years, the methodology has
undergone refinements in determining closure probability

and assigning recovery rates.

nsurance losses as of yearend 1998 is estimated at
P17.49 billion of which P16 78 billion 1s actually booked
This I1s 38.8 percent more than the 1997 provision of P12.09
billion and more than four tmes that of 1994 at P3.79 billion.
Funds for estimated insurance losses are sourced from
assessments levied against total deposits in member banks
and income from investments. net of operating costs  As
of vearend 1998, total insurance reserves consisting of
the PIF. provisions for estimated mnsurance losses and
retained earnings aggregated P20 0% billion registering

an increase of 30.9 percent from tne previous year s P15 32

pillion, and about three times higher than the 1994 Jevel
(Table 2.2). After deducting loans payable to BSP, net
Insurance reserves amounted to P15.76 billion. Ratio of
net insurance reserves to yearend 1998 insured deposits
increased from 3.9 percent in 1997 to 4.3 percent in 1998
and ratio of net tnsurance reserves to yearend 1998 total
deposits increased from 0.8 percent to 0.9 percent

Table 2.2 INSURANCE RESERVES, 1994-1998
Yearend Position. Amounts in Million Pesos

ITEM 1994 1995 1996 1997 1998

Total Insurance Reserves 6,949 9,051 11,799 15,320 20,052
Permanent Insurance Fund 3,000 3,000 3,000 3,000 3,000
Estimated Insurance Losses | 3,786 5,848 8572 12,092 16,782

Retained Eamings 163 203 227 228 270
Less:
Payables to BSP 1.748 1.746 1,760 2,950 4,290
Principal 1,521 1,671 1671 2,846 41471
Accrued Interest 227 75 89 104 119

Net insurance Reserves 5201 7.305 10.038 12370 15,762 |

Total Deposits 797.805 1,011,566 | 1,285,764 | 1.655.213 | 1,735,669

Insured Deposits 220583 | 248.886 ' 267.747 | 315136 | 364.453
Net Insurance Reserves to !
Insured Deposits (%) 2.36 2.94 3.75 3.93 432 |
Net Insurance Reserves to |
Total Depostts (% 0.5 .72 0.78 0.75 0.91
1 1 .
Notes.

5 Teta deposns ana Msures aeposits as of 51 December of the rererence vear
2 Deposit data reter to depostts in POIC member banks excluting 0eDOSIS IN overseas branches of
Pripping banks

Termination of Insured Status

In March 1998. PDIC terminated the insured status of
Rural Bank of San Andres (Catanduanes) due to non-
payment of insurance premium. The bank was
subsequently closed by the Monetary Board in May of the
same vear This brings the total number of banks
terminated of their insured status to 38 since 1983 (Table
2.3) The seventeen (17) rural banks in Lanao del Norte
and Lanao del Sur. non-operational since the 1970519808
and whose Insurance status were terminated in 1993, were

finally ordered closed i Novemper 1998
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Table 2.3 BANKS TERMINATED OF INSURED STATUS
DUE TO NON-PAYMENT OF PREMIUM
As of 31 December 1998

Termination Date |
Name of Bank Province Etfectivity 90th Day’ Status |
Thrift Bank |
1 Panay Thnft Bank Aklan 08- July-94 05-Oct-94 Closed - 09-Nov-94 ¥ |
|
Rural Bank i
1. Integrated RB of Binidayan, Inc Lanao del Sur 27-Jan-93 27- Apr-93 Closed - 04-Nov-98 * \
2. Islamic City of Maraw RB, Inc Lanao del Sur 27-Jan-93 27- Apr-93 Closed - 04-Nov-98 "
3. RBof Butig Inc Lanao de! Sur 27-Jan-93 27- Apr-93 Closed - 04-Nov-98 ¥ ‘
4 RB of Calawi Bacolod Grande Lanao de! Sur 27-Jan-93 27- Apr-93 Closed - 04-Nov-98 ™ [
5. RB of Ditsaan Ramain, Inc Lanao del Sur 27-Jan-93 27-Apr-93 Closed - 04-Nov-98 * ‘
& RB of Ganass, Inc. Lanao del Sur 27-Jan-33 27- Apr-93 Closed - 04-Nov-98 |
7 RB of Greater Balo, Inc. Lanao del Norte 27-Jan-93 27- Apr-83 Closed - 04-Nov-98
8 RB ot Lumba Bayabao, Inc Lanao del Sur 27-Jan-93 27- Apr-93 Closed - 04-Nov-98
9. RB of Lumbatan, Inc Lanao del Sur 27-Jan-93 27- Apr-93 Closed - 04-Nov-98 *
10 RB of Malabang, Inc Lanao del Sur 27-Jan-93 27- Apr-93 Closed - 04-Nov-98 |
11 RBof Masw Inc Lanao del Sur 27-Jan-93 27- Apr-93 Closed - 04-Nov-98 ' '
12 RB of Mulondo, Inc Lanao del Sur 27-Jan-93 27- Apr-93 Closed - 04-Nov-98
13 RB of Poona Bavabao. Inc Lanao del Sur 27-Jan-93 27- Apr-93 Closea - 04-Nov-38 *
14 RB of Puatas. Inc Lanao del Sur 27-Jan-93 27- Apr-93 Closed - 04-Nov-98 "
15 RB of Tamparan. inc Lanao del Sut 27-Jan-93 27- Apr-93 Closed - 04-Nov-98 '
16 RB of Taraka Inc. Lanao de! Sur 27-Jan-93 27- Apr-93 Closed - 04-Nov-98 * |
17 RB of Tugaya, Inc Lanao del Sur 27-Jan-83 27- Apr-93 Closed - 04-Nov-68 ',
1€ RB of Calintaan, Inc Occ Mincoro 19-Mar-93 7-Jun83 Closed - 14-May-92 ‘
12 RB of Lala. inc Lanao del Norte 19-Mai-93 17-Jun-93 Closed - 03-Jun-94 '
26 RBof Oas Inc Albay 19-Mar-93 17-Jun-93 \ Operating *
21 RBof Roxas Inc Palawan 19-Mar-93 17-4un-93 Operating - ‘
22 RBof Camalaniugan Inc v Cagayan 02-May-93 31-Julv-95 Operafing 1
| 23 RBof Polio fnc Quezon 02-May-93 31-July-93 Closed - 26-July-93 < |
24 RBof Buug, Inc Zampoanga del Sur 21-Dec -83 21-Mai-94 Closed -11-Mar-94  * ‘
25 RB of Espirtu. Inc llocos Norte 21-Dec -93 21-Mar-94 Closed - 01-Mar-85 ' |
26 RB of Balasan, Inc llollo 08-Jul-94 05-Oct-94 Operating * ‘
27 RBof Capiz. Inc Capiz 08-Jul-94 05-Oct-94 Closea- 05-Oct-94 - |
28 RB of Maayon inc Capiz 08-Jul-94 05-Oct-94 Closed - 05-Oct-84 * |
29 RB of Patnongon, Inc Antique 08-Jul-94 05-Oct-94 Closed -28-Sept-94 - ‘
30 RB of Pentevedra Inc Capiz 08-Jul-94 05-Oct-94 Closed - 05-Oct -94 2 ‘
31 RBof Sara Inc lfollo 08-Jul-94 05-Oct-94 Closed - 05-Oci-94 & !
32 RB of Tayum. Inc Abra 08-Jul-94 05-Oct-94 Closed - 05-Oct-94 * 1
33 BB of Cabarroguis Inc Quinno 11-Jan-95 10-Apr-95 Closed - 27-Aug97 i
34 RB of Dolores, Inc Eastern Samat 11-Jan-95 10-Apr-95 Closed - 25-Jan-97 ' |
] | 35. RB of Tumaunl, inc Isabela 11-Jan-95 10-Apr-95 Operating * |
-f - - 36. RBof Fare. Inc Cagavan 17-Feb-96 | 19-May-9¢ Operatng * |
- 37 BB of San Anares Inc Catanauanes | O7Mar9g | 0598 | Closed-12May96
E DE[JOS!.f 11, DdiiRs L IPRalen ol instied slatu. dug 1 non-pavment o \ﬂ‘SUth" premiuny cnnunue 1o he ITSUred M“ & Mencd o U 0,3 TOM 4ale o
» termnanol
% Closst withou! Nsul anis Coveligs e
§'§% E\D‘t(l Wit nSUlan: Covel
¥ Upeiatta et anihis Mg CCTRE R wiandiaw!
%ZP; Qufaun wit &clive dfitrlald 1o slacmes oomEmioe F
75;-% Total 7 3Ei
iz
i
i
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CLAIMS MANAGEMENT AND RECEIVERSHIP AND
LIQUIDATION

1998 proved to be the most Intense and challenging
year for PDIC as It continued to cope with its responsibilities
as insurer of depesits and recetver/liqguidator of closed
banks The successive closure of multi-unit banks® starting
June to October 1998 imposed heaviest demands on the
limited manpower and resources of PDIC since 1985 (Table
3.1). To augment staff complement handiing takeover and
recetvership of closed banks. other personnel of the
Corporation were tapped for field work to implement
Monetary Board closure orders and assist in the
examination of deposits, and at the same time attend to
queries and concerns of depositors. Contractual
employees of the Land Bank Service Corporation (LBSC)
were also hired to assist in receivership and deposit
servicing achvities although in some cases. LBSC did not
have enough personnel in certain critical areas/provinces.
Some closed bank employees were retained to assist in
receivership activities. Because of the sensitive nature of
bank records both LBSC contractual emplovees anc
closed banl. employees were asked to sign confidentiality
statements. Geographical clustering of bank branches
during payoff operations was also done in the case of
Unified Savings and Loan Association (Unisave) due to its
large number of branches, but only after considering
the proximity of designated payoff sites to Unisave

branches

PDIC s sole mission prior to amendment of its Chartel
in 1892 was to provide insurance protection 1o depositors
of member banks by paying depositors claims for insured
deposits In the event of bank ciosure. PDIC processed
and paid claims of depositors of 228 clesed banks ordered
closed between 1960 and 1988 with combined deposit

liabilities amounting to P4.03 bifion for about 4.6 muiion

accounts. In 1989, however, the Corporation started to
take on receivership/liquidation functions with the takeover
of six rural banks. Between 1989 and 1992, PDIC assumed
receivership and liguidation functions over 23 closed banks
as well as handled claims processing and settlement of 49
banks closed during the same penod With the amendment
of its Charter in 1992, PDIC was made mandatory receiver/
iquidator of all closed banks to relieve Central Bank of
functions not relevant to monetary policy and bank
supervision. By yearend 1996, a total of 231 banks were
transferred from the BSP, with about 80 percent under

iiguidation for more than 10 years.

As of yearend 1998 373 banks were ordered closed
by the Monetary Board. Of the total, 26 were rehabilitated.
15 are still under receivership/liguidation by the BSP. while
332 banks are under jurisdiction of PDIC (Table 3.2)

Takeover Operations

Upon closure order of & bant. by the Monetary Board.
PDIC as recelver takes over, manages anc nregarvac the
assets of the bank i trust for all creditors of the bank
mcluding its depositors and stockholders. PDIC succeeds
to all nghts and powers of the closed bank and has a
fiduciary obhigation to maximize recoveries for the bank’s
creditors and stockholders. All legal means are employed
to gather assets. collect ioans. and initiate suits to enforce
claims or recoveries of the bank

Forty (40} banks were closed by the Monetary Board
during the vear. with closure orders implemented by PDIC
in only 23 mnsured banks (Table 3.3) Of the 23 closed
banks four were not able tc service depostt withdrawais
of depositors. of which one (Orient Banki declared & bank
holiday and another (RB Mamit) was non-operational for
panks

17 months pror to closure. The remaining i+
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Table 3.2 STATUS OF BANKS CLOSED BY THE MONETARY BOARD
Cumulative Yearend 1993-1998

1993 1994 1995 1996 1997 1998 |
Add/ Add/ Add/ Add/ Add/
Total | (Peduct) Total (Deduct) Total (Deduct) Total (Deduct) |  Total {Deduct) Total
TOTAL BANKS ORDERED CLOSED
BY THE MONETARY BOARD 288 304 313 318 333 373
BANKS REHABI.ITATED 23 ta 24 12 25 25 13 26 26
BANKS UNDER RECEIVERSHIP/
LIQUIDATION 265 280 288 294 307 347
Under PDI! 96 181 270 278 292 33
Under BS* 1869 99 18 16 15 15
RECEIVERSHI®
Under PDIC
Direc tananver 4b 165 20 gb 18 g 24 14 13 230 &
(11d (25) ¢ (28)d
Ordered cluser bv MB but not
yet taket, over by PDIC 170 17
Transferi=.. 1o BSP 1 1 {1)¢
Totai - PDIC 5 21 18 24 13 25
Under B5P 6 (3¢ 3f 3! 3f 3f 3!
Yearen: tow: 11 24 21 27 16 28
LIQUIDATIOH.
Under ~DIC
L over 12 12 114d 23 23 25d 48 284 76
iant1=ig from BSP 79 K B0 ¢ 29
668 148 1d 229 231 231 231
Taa-PDIC 91 160 252 254 279 307
Unde - ¢ 1€3 (66" g€ (80, ¢ 15 (2)2 33 {1~ P2t 1on
E (e 12 }
[ Year. : ° . 254 256 267 267 291 31e
Frem ESTL ‘nabiitaled banks grour.
Closures at' e of 85 banks closed 1rom 1985 10 199%
Transletieu o elvership o PDIC liquiaavior
FroncPDIC - Iy 13 uquidation
ceess diff, - stllno accessibie for takeove:
TheManilat -+ orporation Triumph Savings Bank and RE Joi
= Transierre” . o 11om BSP to PDIC
Liowdatior 1 ESP since liguidation 1s nearing compigtions

locatec . Lanao provinces. have been non-operational

since . . 970s/1980s but were ordered closed only In
Nover ' - 1998 (see Table 2.3 Banks Terminated of
Insure . .<.tus Due to Non-Payment of Premium) Notices
of clc .~ were served to the officers of these banks
throu;. .=gistered mall at therr last known addresses

inform 2 them of respective closures and the appointment

of P[ [ us receiver,
F. 1o closure. the WMonetan, Board approved the
Indet: ¢ deferment of examination of these 17 rural banks

Last ~=neral examinations by BSP on some of these banks

were conducted during the penod 1982 to 1987 Insured

status of these banks were terminated in January 1993
after PDIC was granted the power to terminate msured
status of banks due to nonpayment of premium In 1992,
with the passage in Congress of amendments to its Charter,
In 1996, the Monetary Board authorzed an examination
In July 1998, BSP
recommended to the Monetary Board to declare these rural
banks insolvent on the basis of its findings BSP was

of these banks to verify therr status

Instructed to give the banks ten davs from notice tc show
proof that tney are still operating  With nc response
received from these banks. the Monetary Soaro ordered
the closure of all 17 rural banks on 04 Novemper 1998
and appointed PDIC as receiver.
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Tabi

Rural Banks
B Tnnft Banks

E Commercial Banks

5 4
= - = . - .
T
1860 1961 1962 1963 | 1964 | 1965 | 1966 | 1967 1968 1969 1870 1971 1972 1973 1974 197> 1970
Banks ordered closed by Monetary Board 1 0 1 0 2 0 0 1 3 2 2 1 4 3 2 [ 1
Commercial Banks ! ! !
Thnft Banks 1 1 1 1
Rural Banks 1 1 1 1 1 1 2 1 2 3 1 1
Banks serviced/to be serviced 0 1 0 1 1] 0 1 3 2 2 1 4 3 2 0 1
Deposit Liabiitties
Accounts 7872 15 11| 13,404 3,988 1,521 261 | 45,621 8,384 24 569 910} 890 | C
Amounts {in Million Pesos 21 00 00 103 23 g0 Q0 18 4 17 289 00 0o
Estimated Insured Deposits
Accounts 7.87C 15 111 13,404 3.888 1,521 261 45,621 8,384 24,569 910 880 | 2
Amounts tin Milion Pesos) 217 00 [ 103 23 0 00 184 17 28¢ 00 00
lote
Grneratcn ol Ragisters Cinagred Tienoll Zan=1omn e 99 nue prion k194 eenmaten renred dr BOSIL WRI aSLUMIEC L e 2ULUENT 1 ORET 1T bl g
Dictrerantie petwser, numuer of banks of e by Munatar Bu i and tiose sene, 4= a4 Ao N TIowIn T
vRar caed numbe 1t Ll
¢ Banke with no gepost laliditte. @ of ~asun 196007 1Ged 1
UoBanks s=ha it =200t LET o balln s3ement Lpeheun 1984 _
o bank  aepost natine:, agsuma L, an e hank TaES ¢
L R N I Y L L R AR S 1094 fous 1 1037 1eug 1
BT serazer e ssnocenircune Re 001 bane and cbanetwilb pave E ezt o owe [- 27 T8
s 00 erieTaepreser Zhonn esT B2 S Un




L OSURES, 1960-1998
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[} 4 |1
;‘ 1980 1981 1982 1883 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1894 1995 1996 1997 19986 Total |
2 31 | 7 8 25 a4 25 30 8 18 22 9 1 4 16 9 6 14 40 373 |
X | 2 1 1 8 |
‘
| . 2 1 16 6 3 2 2 1 1 1 & 49 |
\
2 e 5 7 9 36 25 28 6 18 20 9 1 4 15 8 6 13 3 31e |
|
L2 3 7 8 2 43 25 30 8 18 22 9 1 4 14 8 6 12 23 345 |
i
78193 | 1580 | 66,223 | 16517¢ | 554339 | 2695152 | 115582 | 504856 | 25,800 | 37,086 | 136,171 | 39795 | 4,975 | 6,438 | 43.860 | 12,340 | 9,503 | 1820 | 168 53¢ | 574 794 i
28| 45.| 208 | 1463 | 947R | 11338 516 | 15795 | 106 | 351 | 2484 | 514 | 195 | 192 | 1103 | 479 ) 730 | 1585 | s4aves | 1o269s
|
178192 158,075 | 66,203 | 185,179 | 554,330 | 2.695,152 | 115,582 | 594,856 | 25,808 | 57.086 | 135,171 | 39.133 | 4,810 | 6,085 | 35.912 | 10907 | 5455 | 20285 | 164100 | 5.058 177 |
| 1283 44| 208 | 1463 | 9478 | 11336 516 | 16795 | 108 | 351 | 2484 | 509 | 189 | 189 | 874 | 423 | 694 | 1521 | 25334 | 72657

—t
~1
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Table 3.3 SELECTED DATA ON BANKS CLOSED BY THE MONETARY BOARD AND
TAKEN OVER BY PDIC IN 1998
Amounts in Million Pesos

Type/ Closure assets | Liabilties Deposit Liabilities {DL) | Est. insured Deposits (EID) % of EIDTO DL
Closed Bank #branches Date Accounts | Amount | Accounts| Amount | Accounts | Amount
1 RB Sta Catalina (llocos Sur) RB/0 16-Jan-98 1529 1735 1.056 9.97 1040 94 99 3% 94 4%
2 RB Rinconada (Camarines Sur) RB/0 20-Feb-98 3965 4029 4501 3546 4492 3469 99 8% 97 8%
3 | RB Salay (Misamis Onental) RB/O 23-Feb-98 1385 3335 2,635 4.54 2310 403 | 877% 88 8%
4 | RBRosario (Agusan del Sur) RB/ 2-Mar-98 061 310 1.648 0.91 1515 0841 919% 92 3
5 | Aklan Development Bank TB/O 6-Mar-98 4345 7715 1,651 32.67 1.626 3133 1 985% 95 9%
6 | RB Central Mindanao (Cotabato) RB/O 4-May-98 47 51 63 05 14718 38.89 14,658 3785 | 996% 97.8%
7 | RBSan Andres {Catanduanes) RB/0 12-May-98 3.32 338 806 3.06 770 301 95 5% 98 4%
8 | RBLambunao (lloilo) RB/0 15-Mav-98 1060 17.27 1620 909 1,596 754 1 985% 82 9%
9 | RBDuefas {lloflo) RB/0 29-May-98 360 17.47 1,108 722 1.044 658 | 942% 91 1%
10 | Commonwealth Savings and Loan Bank TB2 5-Jun-98 1174 18.89 1607 115 1578 871 98 1% 75 7%
11 | Dagupan City RB (Pangasinan) RB/0 5-Jun-98 €74 13.57 311 583 291 400 936°% 886% |
12 | RB Sta Margarita (Western Samar) RB/0 5-Jun-98 3.44 5.52 580 401 540 344 96 4% 85 8%
13 | RB Villaba (Leyte) RB/1 15-Jun-98 35.74 3783 4,105 1785 3.205 1477 781% 827%
14 | Fortune Savings and Loan Association TB/7 18-Jun-98 302.79 31500 7721 258 46 7439 248 68 96 3% 96 2%
15 | Community Savings and Loan Association T8/ 19-Jun-98 174.63 220 91 6103 16778 6.087 16534 | 837% 98.5%
16 | Banco Rural del Oriente {Davao Onental) RB/2 14-Aug-98 1114 12560 9492 102 81 8719 97 01 91 9% 94 4%
17 | Unrfied Savings and Loan Asscciation 7832 3-Sep-98 1,135 02 1.406 97 53,418 1.024 96 53418 95825 | 1000°% 93 0%
18 | RB Gerona (Tarlac) RBQ 10-Sep-98 895 3143 1102 |- B74 1,101 227 ggge, 94 1%
19 | RB Maintt (Sungao del Nortei RB/0 11-Sep-98 660 1477 1.284 1103 1190 el 85 4% 90 5%
20 | Onent Commercial Banking Corp K351 15-0c1-96 | 285543 615356 49 446 357008 48 051 834 8° g7 2% 2345 ;
21 | Aicnmona Savings Bank TE 15-0c-G8 486 70 1.215 42 1.663 | 147.38 14€2 4276 g e 20
22 | RB Banga (South Cotabato) RB'0 16-0ci-88 234 732 597 621 508 562 89 8° 85 3% ‘
23 | RE Surallan (Soutn Cotabato! RB 9-Nov-98 224 248 1.382 124 1.362 120 | 93¢g° 95.8% l
Grand Total 5.029.38 | 11.841.39 | 168.534 547949 | 164,106 | 2,533.37 | 97.4% 6.2% |

regenc KE - commerciai pant T6 - thnft bant RE - 1ural bant

PDIC took control of the assets liabilities. records and
affairs of 23 Insured closed banks. Takeover operations in
these banks were generally smooth except in two cases.
Community Savings and Loan Association (Community
SLA)Y and Orient Bank. which met resistance from
stockholders and management In both instances. owners
filed civii cases agamnst decision of the Monetary Board

effectivity of the TRO to persuade them to accept the
decision of the MB and cooperate for smoaoth takeover of
the bank
local poiice and support of depositors forced open the main

Having falled this. PDIC with assistance from

vault that secured important records and documents of the

bani’s heaa office In the case ot Orient Bank the notice

and petitioned for issuance of temporary restraining orders
(TROs; against PDIC takeover The owners claimed that
the Monetary Board acted arbitrarly and witr: grave abuse
of discretion amounung to lack or excess o1 junisdiction  In
the case of Community SLA. discussions were held with
the bank management afte: expiratior. of the TZ-hour

of closure served to bank managemeni on 15 October 1998
was not accepted, and bank records anc propertiec were
notturned overto PDIC With applicatori fore 7RO denmed
takeovet of records was finallv effected or. 27 October 1298
with the assistance of iccal government officials, with the

~ =

use ot force In some branches (Box & 7,
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Box 3.1 ORIENT COMMERCIAL BANKING CORPORATION

Onent Commercial Banking Corporation started to operate as a commercial bank on 01 October 1997 after acquiring license from the Monetary Board on 11 February of the
same vear It was onginally Batangas Capitol Development Bank when it started in 1969 under the group of Mr Jose Sermonia In 1994, the bank was acquired by Mr Jose C. Go
and was named Orient Development Banking Corporation  As a commercial bank, Orient Bank had 52 operating units. 23 of which were in Metro Manila

as early as December 1997, Results of special examination made by BSP on Orient Bank as of 31 December 1997 disclosed, among others, the Bank’s state of insolvency and
illiquiity. and insufficiency of its realizable assets to meet its labilities Mayor violations commitied by the bank include among others loans granted to directors, officers,
stocknolders and other related interests {DOSRI) which exceeded both single borrower and aggregate ceilings, and granting of dummy loans to evade procedural and reporiorial
requirements for DOSRI.

|
After barely five months of operations as a commerciat bank Orient Bank unilaterally declared a bank holiday effective 14 February 1988 due to heavy withdrawals experienced '
i
|
|
|

notably from Rizal Commercial Banking Corporation (RCBC) and Equitable Banking Corporation (EBC)  These banks held meetings with BSP and representatives of Mr Go to
discuss mode - acquisttion of Orient Bank, an altemative that was totally abandoned Another option considered was to divest Onent Bank s stockholders on a clean balance sheet
pasis In favor «f RCBC. EBC, and a foreign investor This also failed to matenialize  PDIC committed to assist in the rehabilitation of Ornient Bank but only up to the indicauve levet
of nnancial a: :stance computed based on its least cost resolution policy estimated at P232 mitlion, an amount insufficient to bail out Onent Bank  PDIC added that it cannot
recommend . level of asststance without a thorough evaluahon of the proposed rehabiiitation plan. including adequacy of capital infusion required. assessment of capabilities of the
INCOMIng Inv - £ors (e.g., their capability to meet commitments and possible future catls for addittonal infusion, strength in banking and ability to generate collateral businesses for the
bank), as we' .. terms and conditions for such assistance to ensure attainment of rehabilitation targets After oprions explored proved to be not feasible, the Monetary Board placed
ths bank uno- PDIC receivership on 14 October 1998, exght months after the bank declared & bank holiday

|
The Monetaly Board instructed BSP to coordinate with PDIC in negotiating with investors for the Bank s rehabilitation  Several offers were received from universal banks, r
|

Imme iate nventory and turnover of Orient Bank's records and properties were not effected in most of the branches. especially in Metro Manila, due to non-cooperation of the
Eanks offic-'z The Bank's Chairman even sought for the annuiment of the Monetary Board closure order and pefitioned for tssuance of a TRO and/or preliminary ijunction pending
1esolution ¢ e petimon which, however was denied by the court After eight working days of exercising maximum tolerance. PDIC decided to start forcible takeover of records and
ropertes 7 October 1998 after soliciting the assistance of the Mayor of Manila who deployed some of his staff as witnesses

O Zank pranches used three different computenzed systems to1 deposits With the refusal of bank officers 1 turi over bank records including the reference systems
manuals 13 hadto analyze data files and structures to create a system that will consolidate all computerized records for the bank s 42 362 depositors Moreovei, PDIC personne!
eretiele  niihe branches for tull saven-dav work week to accept and process ciaims of aeposiiors To ensure payments do not exceed the P100 000 nmi: hisiz of approvea claime
atiefie . ore sent 1o PDIC by fax and verified against the consolidated masistlis: o: al aepositors of Onemnt Bant

V' . cne month trom gate of closure, PDIC staned to pay claims of deposttors of Onent Bank :

C:aims rocessing and Settiement access 1o these records while banks ars still in operation.
The Law on Secrecy of Bank Deposits 1s so pervasive In

Wi numerous bank closures but limited PDIC its restrictions that it even bars bank regulators like BSP
n.anp- er resources compounded by TROs and and PDIC from examining deposit records t¢ determine
¢comphoated in some instances by records manipulated by the true condiion of banks. In the case of Orient Bank.
cwne & and/or anomalous transactions average lack of pnior information on the vanous computerized
sarnai sundume (TAT! to stan claims settiement operations systems adopted bv the Bank anc the resistance of bank
(280, from date of closure increased from an average of officers tc turn over banl. records forcec PDIC to explore
"wo months in 1997 to four months In 1998 (Box 3.2) Even othel ways ¢ generate necessary Informaunon on insurea
sefors the preparation of reports on examination of deposits deposits regurred in payment of claims  In spite of problems

and gzneration of registers of deposits were completed. encountered payment of claims of depositors was slaried
Nelo saf were re- daphveb to other closed banks  Large witrin one montn from, date of closuie in considaratior, of
amoun: of ume was also spent in venfying compleieness the plight ot the Sank s deposttors who were denied access

anc acouracy of bank records  This poor state of deposi 1o the deposns for erght months wheri the bani wentinto

records could be aadressed 11 bant regulators coula have & prowracied bank holicgay
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Orient Commercial Banking Corporation

¢ Untunded checks totaling P1.6 billion drawn against deposit accounts of the major
stockholder's companies with the Bank

+ Unfunded manager’s checks totaling P545 6 million orginating from withdrawals/
pretermination of deposits before the Bank declared a holiday

Aklan Development Bank. Inc.

+ Misfiled and mistabeled transaction blotters

» No details of transactions for certificates of time deposit (CTDs} subsidiary ledgers
(SLs)

 Creation of dummy time deposit accounts which caused discrepancies between
SL and general ledger (GL) batances amounting to P0.09 miliion

« Splitting of twenty accounts aggregating P2 02 million verified to have onginated
from corporate account

Commonwealth SLB, Inc.
+ Signature cards incomplete and in disarray

Fortune SLA, Inc.

+ Records not updated and in disarray

»  Splitting of deposits totaling P128 million or 51 percent of total unadjusted deposit
liabilities as of bank closure

| Community SLA. Inc.

i * Missing SLs

+ Spliting of deposits totaling 248 accounts agaregating P23 millon or 14 percent
of total unadjusted deposit lianilities as of bank closure. of the total. 156 accounts

oi vallous Individuals worth P14 miliion onginated from corporate accounts

l
J Unified SLA. Inc.
i + Splitting of depostts aggregating P460 million or 45 percent of total deposit liabilities

Richmond Bank

+ Improperly secured bank documents, misfiled credit/debit memos and deposit!
\ withdrawal slips not updated signature cards
} + irregulanties committed by bank management such as check kiting, diversion of
\ bank funds. unremitted deposits and 1ssuance of unfunded manager's checks
‘ amounting to P235 million

| RB Sta Cataiina (llocos Sur). Inc.

« Slsin disarray non-segregation of filled-upiclosed accounts trom outstanding
accounts, these were also not accordingly stamped “filied-up ledgers’ or "closed

‘ accounts’. savings accounts registers not updated as to accounts thai were

opened.closed by the bank

AB RAinconada (Camarines Sur). inc.

*+ Slsandsignature cards in disatiay. missing prootshests teller s biotters deposit
withciavai siips

! + Questionable CTDs aggiegaung P600 thousand undsr the name of prncipa’

owners ¢f the Bank wnich onginatec from allegediv lost CTDs of Naga Regional

Box 3.2 PROBLEMS ENCOUNTERED IN EXAMINATION OF DEPOSIT RECORDS OF SELECTED CLOSED BANKS

Development Bank (NRDB) formerly owned by same individuals  Originat CTDs
of NRDB were verfied 1o be still n NRDB s possession.

RB Salay (Misamis Oriental), Inc.
+ Slsindisarray, closed accounts mixed with outstanding accounts, not updated
signature cards

RB Central Mindanao (Cotabato), Inc.

» Poor safekeeping/filing of SLs 1e . filled-up and closed SLs mixed with
outstanding deposit accounts, SLs of dormant accounts not segregated from
the SLs of active accounts

+ Questionable transactions include (a) simulated capital infuston. (b) erroneously
closed outstanding/legitimate deposits in the Bank s records: (c) unfunded
deposits recorded in the names of non-existent individuals

RB Duenas {(lioilo), Inc.

+ Improperly maintained proofsheets; signature cards not updated, non-
segregation of closed accounts from active accounts

+ S8§, PAG-IBIG premiums and ECC contributions of the bank employees
deposited In the account of the previous owner of the bank

Dagupan City RB (Pangasinan), Inc.
s+ No year of transaction indicated on SLs entries

RB Sta. Margarita {(W. Samar), Inc.

s Discrepancy between SL and GL balances by P136 thousand due to withdrawals
made by the banks former savings bookkesper on legiuimate accounts of
depositors

+ Creation of fictutious deposit with unadjusted balance of P3.699 89

RB Villaba (Leyte), Inc.
+ Non-segregation of filed-up ledgers of outstanding savings accounts from tedgers
of closed accounts. not updated signature cards

Banco Rural del Oriente (Davao Oriental). Inc.

+ Delayed recording at the liaison office which ranged from four davs to one month
until the supporting documents (e.g , duplicate copies of CTDs deposit siips,
etc ) were forwarded to home office

* Funding for the placement of 33 CTDs agaregating P3 milhon in Lupon Branch
deficient by PO 134 miflion

+ 62 CTDs aggregaung P6 million funded by withdrawals/ terminations of various
deposits of the bank president

RB Banga (South Cotabato). inc.

+ Incomplete SLs, proofsheets, depositwithdiawal sips and debitrcredit tickets
non-segragation of Sts of active accounts from SLs of dormant accountz, basic
information from SLs inaiscernible aus to decomposiuon of gocuments

RB Surallah (South Cotabato). inc.
+  Discrepancy between SL and Gt balances by P339 thousand ot about 29 parcent
of total deposits

20
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To improve efficiency in takeover of banks and
settlement of claims for insured depostts. the Corporation
has established linkages with local governments and law
enforcement agencies to help In dissemination of
information on schedule for acceptance and payment of
claims for nsured deposits and maintaining order in
servicing depositors  In some cases, mayors even allowed
establishment of payoff sites in municipal halls or other
local government facilities. They likewise agreed to a
special arrangement for free notarization of documents
requtred to support depositors’ claims for insured deposits,
particularly in cases where the amount of insured deposits
involved does not exceed P1.000.

Deposits affected by the closure of 23 insured banks
amounted to P5.48 billion for 168.534 accounts. accounting
for less than one percent of the total deposits In the
Philippine banking system. About 46.2 percent of deposit
amount and 97.4 percent of accounts are estimated to be
fully insured  Alag usually occurs from bank closure when
depositors are required to file claims after PDIC has
generated the list from which claims of depositors will be
based/established (Box 3 3). Valid claims were
immediately paid. while those filed with insufficient
documents were temporarily lodged under pending claims
until clatmants submit necessary requirements to complete
thelr claims.

All deposttors of closed banks are required to file claims for their insured deposits
within 18 months after bank closure or within the prescribed period as announced by
PDIC through newspapers and posters in the vicinity of the closed banks Claimants
can secure their claim forms for free from PDIC representatives present at the premises
of the closed bank or the claims counter at the PDIC office at 2228 Chino Roces Avenug,
Makati City Together with the claim forms, the claimants are required to submit the
following before their claims can be processed and paid

Proof(s) of deposit ~ Onginal savings passbook

Onginal certificate of time deposit
Latest bank statement and unused checks

Valic 1dentification cardi{s)y/document(s) company ID, passport, professional
license, diver s hcense. postal ID school ID, senior cttizens ID

Additiona: documents shall be required by PDIC depending on the type of account
ownership:
~or custodial accounts (i.e.. “By" and “In Trust For”)
i principal deposttor 1s of legal age
a If principal depositor files the claim - Affidavii of Ownership and valid 1D
b It depositor's agent (who opened the account and whose signature appears in
the records of the bank) files the claim - Special Power of Attorney from principal
depositor and valid ID
2 If principal deposrtor ts a minor and the agent files the clam
a Burth certficate of the principal depositor
b Ifagentis not the parent of the principal depositor - Affidavit of Guardianship or
Affidavit of Circumstance

~or joint accounts (1.e., “and/or”, “and”. “or”)
Co-deposttors are both of legal age
a One of the co-depositors may file the claim provided that he submits an affidavit
stating that his co-depositor/s is/are still iving, otherwise
b All co-depositors are made to sign the claim form
2 One of the co-depositors Is a minor - same requirement as no 2 for custodial
accounts

For corporations

a  Certificate of Registration with the Securities and Exchange Commussion (SEC)

b Duly notanzed Secretary's Certficate of Adoption of Board Resolution re
Person/s authonzed to sign documents in claming for and receiving payment of
Insured deposiys

¢ Lstof ncumbent officers of the corporation

For duly registered general partnerships

a  Certificate of Registration witn SEC and

b Duly notarized Partnet's Resolution re Personys authonzed to sign documents in
claiming for and recewving payment of insured deposit’s

ror singie proprietorships

a  Certficate of Registration with the Bureau of Domestic Trade and Industrv and the
approved application form and

b Muncipal license

Box 3.3 DOCUMENTARY REQUIREMENTS IN FILING CLAIMS FOR INSURED DEPOSITS

For unregistered associations

a. Duly notanized Secretary's certificate re Adoption of resolution designating the
person/s authonized to sign documents in claiming for and receiving payment of
insured deposit/s

b List of ncumbent officers of the association

For dissolved corporations/partnerships/associations
a.  Certificate or Order of Dissolution issued by SEC. or i
b Order of Dissolution by the court

In special cases. PDIC will require the following:

For claims on account of deceased depositors
1 Accounts with insured depostts not exceeding P5.000
a Death certificate of the deceased depositor
b Duly notarized Deed of Underaking with Powet ot Alforney (stating therein |
tha: PDIC will be held free and harmless from anv claim that may be filed oy |
other heirs of the deceased o third petson:
¢ Where applicable photocopy of birth certificates of the childien and/or marmage
contract |
2 Accounts with insured deposits exceeding P5,000
a Death cemificate of the deceased depositor
b Deed of Extra-Judicial Partition of the estate of the deceased deposiior or |
Affidavit of Self-Agyudication if the claimant 1s the oniy hen, and proof of |
publicaion of such aocument at least twice in a newspape! of general circulation
or Letfter of Administration/Testamentary duly certified by the Clerk of Court !
and a certified order of the court authonzing the gathenng of the estate which ?
includes the insured deposit/s ‘
¢ BIR clearance or estate tax clearance \
d Where applicable. photocopy of birth certificates of the children and/or marriage 1
contract I

For depositors of banks with deficient records !
1 No signature card ;
a For an individual account - Affidavit of Ownership valid 1D with specimen

sighature (
b For an "and/or" account - Joint Affidavit of Qwnership, valid IDs of all co- |
depositors with signatures appearing in the IDs All co-depositors are requirea |
to sign tne claim form 1t the signatures on claim form tally with signatures or
the affidavit and IDs filing of the ciaim by only one of the co-depositors 1s
allowed If there are discrepancies in the signatures, ali co-tiepositors are
required to appear befote the Claim Agent to fite the claim
2 Fot'andor' accounts where not all co-deposiors have specimen signatures on
the signature card - Joint Affidavit of Ownership vaiic iDs of all co-depositors with
signatures appearmng on the IDs \
3 For discrepancies with regard to depositor s name appearing on the evidence o
deposit signature card ang other bank racords - Afndavit of Ownership ol Afficavit
of wo disinterested persons aftesting to the identit, of the aepositor
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PDIC served claims payment in 132 closed banks
which mcluded 20 closed banks that started claims
settlement operations during the year. Total payments
made amounted to P1 13 billion for 38.155 accounts of
which P2.05 million were final taxes withheld by PDIC on
Interest income on insured deposits and remitted to BIR.
Of the 20 banks. 18 were closed In 1998 and 2 In the last
quarter of 1997. Six of 20 banks were multi-unit and 14
were single-unit, of which one has 28 affiliated savers clubs
(not licensed bank branches) Payments in these 20 closed
banks amounted to P1.11 billion for 36,624 accounts. This
represents 45.9 percent of the estimated amount of insured
deposits of P2.42 billion and 22.3 percent of estimated
number of accounts of 164.16€6 Payment of insured

deposits in 1998 was significantly higher than total
payments in 1997 of P73 05 million for 4.060 accounts.

Cumulative payments of insured deposits reached
P4.52 billion as of 31 December 1898 involving 1.2 milion
accounts In 328 closed banks. of which P3.94 million
represents final withholding taxes on interest pald on
The 328 closed banks

serviced do not Include the tollowing: eight banks serviced

iInsured deposits (Table 3.4)

by PDIC out of funds appropriated under RA 55177 wo
banks with no deposit hiabilities as of closure. three banks
rehabilitated prior to start of claims settlement operations.,
one bank where deposit liabilities were assumed by another
bank. 22 banks closed without deposit insurance cover.

Table 3.4 DEPOSITS IN CLOSED BANKS AND CLAIMS SERVICING
Cumulative Yearend 1994-1998, Amounts in Million Pesos

1994 1995 1996 1997 1998
CLOSED BANKS SERVICED 24 287 296 308 32 \
DEPOSIT LIABILITIES Accours | 4732106 ’ 1000% | 4834172 | 1000% | 4848540 | 1000°: | £861.624 | 1000°% | 5028362 | 100.0°
Amount 433234 | 100 0% 443651 | 100 0% +596.53 | 100.0% 469780 1 1000° 41860 t 100 0%
|
DEPOSITS CLAIMED Accounts | 1199413 25.0% | 1.204.791 48% | 1215094 251% | 1.21348¢ 25.1% | 1.273.374 253%
Amount 368400 86 0% 352077 82 9% 3.863 8313 385210 33 1% (48080 ¢ 60.0%
Pavment ot Insured Deposits Accounts | 1,134.118 237% 1,144,832 237% | 1154078 23 8% 158,139 23.8% | 1.196.294 23.8%
Amount 317505 72 3% 3.240 93 721% 331052 72 0% 3.384.85 72.1% 4,516.65 4805 |
Pald to Depositors Amount 317505 72 3% 324093 72 1% 3,309 91 72 0% 338296 720% 451271 a7ee |
Wthheld taxes remitted to BIR Amount 062 b 189 ’ 352 * ‘
Wthheld taxes to be remitted to BIR |  Amount 000011 042 v }
Pending Claims Accounts 31795 07% 32.830 07% 33,704 0.7% 34,455 07% 42.830 10% :
Amount 17593 4 0% 179 44 40% 256 86 56% 267 18 57% 1.618.51 17 2% ‘
Claims for depostts n excess of |
statutory Iim., subject 1o offsat. Accounts 33500 07% 27328 0.6% 27311 0.6% 26,892 06°% 27.250 05°%
denied or withtiawn Amount 513.02 17% 30540 6.8% 296 40 64% 30106 6 4% 32970 35%
UNCLAIMED DEPQSITS Accounts | 3,595,695 75 0% 3,628,381 751% | 3,634,446 749% | 3.642,138 749% | 3755008 "%
Amount 52835 120° 7075 17 1% 73274 15 9% 74471 15 8% 285274 3145 \
[o1e :‘EVCEHI(:@EE renresent shiats o gepnal lianilie « aCToUni. MM T TeIesent pEreeniadea I8y dieh i O
[T Cu”'@'f’::: Cial=C = <DeGia Tuna ol B 15 mulhon iy 19e Adeposion o ';i:]’“l JNINSUN=C bant & oraeren clesed 11 140 10 DAVMANT G gepasie Jdi e e mas men, imi'
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and ningé banks which have yet to start claims settiement
Operahons.

Claims for 49,830 accounts amounting to P1 62 billion
remalni unsettied as of 31 December 1998 (Table 3.5).
Referred to as pending claims. these are divided into three
groups. The first group representing 24.7 percent involves
claime approved for payment but not yet claimed despite
notice The second group mvolves
clamms filed with incomplete documentation. Claimants in
this group have been advised to submit specific documents
to complete their claims  This represents 53 9 percent of
the total pending claims The third group refers to claims

sent to deposttors

involving legal issues to be resolved and/or accounts
requining further verification.

Assat Administration, Recovery and Disposal

Although total number of closed banks under PDIC

18998 15 3320 only &1L have

(92}

adrunistratior, as of ysarend

been actually taken over by PDIC  Of the 315 closed banks,
207 have remitted funds In excess of operational
requirements for recewvership/ligudation undertakings.
while the remaining 108 either have no or insufficient funds
to cover hquidation expenses incurred by BSP/Central
Bank-Board ot Liguidators and PDIC n carrying out
receivership/liguidation operations. Excess funds are

invested by PDIC in government securities.

Funds being managed by PDIC for the closed banks
have increased from P3.20 bithon as of yearend 1994 to
P6.62 bilion as of yearend 1998. Of the total, P4 86 billion
or 73 4 percent are in peso-denominated government
securnties, P1.71 billion or 25.8 percent are in dollar ttme
deposits, and PO 05 billion or 0.8 percent are in Philippine
Collateralized Interest Reduction Bonds or PAR Bonds.
Funds are placed mainly In longer instruments to maximize
yields, with modest amounts 1n shorter instruments to
coincide with funding requirements of closed banks.

Earnings from the funds managed by POIC otaled PS5 18

Tabie 3.5 PENDING CLAIMS
Cumulative Yearend 1994-1998. Amounts in Million Pesos

‘ 1994 1995 1998 1997 1998
! STATUS % share % share % share % share % share’
to total to total fo total to total to total
AWAITING DEPOSITORS TO CLAIM PAYMENT OF 1
i THEIR INSURED DEPOSITS. Depositors have Accounts 11375 | 35.8% | 11302 | 347% | 11464 | 340% | 12.052 350% 12,328 | 247% |
i been notified of the approval of their claims Amount 508 2.9% 5.26 2.9% 560 2.2% 597 22% 2,01 06%
| |
© AWAITING DEPOSITORS TO SUBMIT !
DOCUMENTS NECESSARY TO COMPLETE THEIR ?
CLAIMS. Deposttors have been notified of the Accounts 14517 | 4575 | 16.056 | 4B9% | 14614 | 434° 1 12121 35.2% 26,881 | 530% i
requirea documents Amount 9551 | 543% | 9683 | 540% | 12672 | 403% | 8883 333% | 141016 | BT 1% !
i
! AWAITING RESOLUTION OF LEGAL ISSUES/ Accounts 5898 | 186°% 5382 | 164% 7626 | 226% | 10.282 29 8% 10826 | 22.8%
! VERIFICATION OF DEPOSITS CLAIMED Amount 7536 | 428°% 7735 1 431°% | 12454 | 4B5% | 17228 64 5% 200,34 | 124%
TOTAL Accounts 31795 100% | 32830 100% | 33.704 100% | 3445% 100% 49,630 1005
Amount 17593 100% | 17944 100% | 256.86 100% | 267 18 100° ; 1.618 51 100%
140t Excidoes 360 slaim: filea waich nvolvs et Com,/2tng Sams 17% atood 1S Wt 27 B ROl 0 aCCOUNT: NOTIN MASTerlist 0" G2D0sis (570 acCounts wart =108 3 mundlh
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billion from 1983 to 1998. of which P671 million was earned
1N 1998 alone (Chart 3.0).

Chart 3 0 FUNDS OF BANKS UNDER RECEIVERSHIP
AND LIQUIDATION

{Million Pesas)
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1994 1995 1996 1997 1998

Special Savings Deposit Accounts -
Time Deposits 107 53 - - - -
Treasury Bills 224350 28073 1945 6378 35 51

1043 1995

Fixed Rate Treasury Notes/Bonds 2,991 12 3808 66 417370 4 829 5¢
Dollar Time Deposits 81773 110645 1,165 26 1,601 83 170639
PAR Bonds 305 3125 3218 5062 5048

Total 3199 26 441998 5,045 50 5 890 03 6621 91

Recoveries for 1998 totaled P100.12 million or 55.7
percent lower than last year s P226 14 million. Of the total.
loan coliection accounted for PE3.05 million These loan
recoveries resufted from compromise settlements involving
condonation ol penalties and/or reduction of contractual
interest rates. which are at imes way above market rates
A total of P32.70 million was realized from disposal of real
and personal properties through public bidding and
negotiated sales, P3.70 million from rental fees and PG.67
militon from other sources such as Interest earnings on
savings accounts maintained by the individual closed banks

for its working cash funds

For 1998, closed banks pald a totai of P142.28 million
In taxes to the government  Of the totai P13€ 16 mililon
was remitted tc the Bureau of Internal Revenue in the form
of withnolding taxes on mvestments. sale of rea! estate
properties, wages. service contracts renta. fees anc
withholding tay. collections of one ciesed bank not remitted
prioi 10 its closure. and P4 12 million 1. real estate and
transfer taxes paid by closed panks 10 10car government

units

n
o~

Asset Distribution

Unresolved issues on priornity of credit claims
emanating from advances from and rediscounting
obligations to the BSP as well as foreign obligations of
closed banks due to Asian Development Bank/World Bank
that had to be assumed by the government impeded
progress in distribution of assets. Aggravating this situation
are special laws granting preferred treatment to Land Bank
and Development Bank of the Philippines as far as their
loans to closed banks are concerned. To date. partial
distnbution has been made fcr eight banks and termination
plans for two banks have been approved by their respective
hguidation courts after initiatives i 1995 to hasten
liquidation process.

During the year, P12.36 million was paid to 36 creditors
who filed their claims with ten banks (Table 3.6) This brings
total payments to creditors as of yearend 1998 to P336.04
mithon involving 1,504 of the 1.979 credifors who filed

claims.

Table 3.6 BANKS WITH LIQUIDATION COURT-
APPROVED DISTRIBUTION PLANS
Amounts in Million Pesos

T ‘
i Payments for 199¢ Payments as of 21 Dec 199¢

Forcrediors | Amount | = of creditors Amount |

Finat Liquidation ;

RB Natividad - - 1 001 ‘

RB Kiblawan - -

Sub-total 1 0.0t |

|

Partial Liquidation |

Pacinc Banking Corporation * 18 017 1.35¢ 248 98 ‘

Banco Primero Development Bank 1 1061 51 6795 |

Fidehty Savings 1 0.36 29 302 |

Island Savings and Loan Bank 15 09 59 515
RB San Pedro 2 582
RB Obando 1 031 1 031

RB Tayug 1 044 |

RB Villasis 3 036 |

Sub-total 36 12.36 1.503 336.03 ‘

Total 36 12.36 1.504 336.04 -

iellls! [&m0 DE IGUSATOl COUT -ApNIOVED COMPIOMISE agreaman It "G 2. ¢

yearens 1682 ¢ toie o0 P10 Sv miio” nag vegn pad w1 1Z1I0rmEr balr emblovess
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Distribution of assets is also hampered by the claims for subrogated deposits were filed agamst 79 closed
pendency of court cases on classification of creditors’ banks amounting to P150.89 million. This consists of claims
claims. such as that filed by the foreign investors of the amounting to P118.94 million which were filed for the first
closed Pacific Banking Corporation (PaBC) for payment time against 21 closed banks: and addittonal claims
of their capital investment in the amount of US $2.53 miflion. amounting to P31.94 million were filed against 56 ciosed
The claim of these foreign investors was accorded a banks. This brought the total claims filed for subrogated
npreferred creditor’ status by the liquidation court resufting deposits to P3.32 billion against 310 closed banks
inthe garnishment of PaBC’s accounts with the Land Bank
- _ of the Philippines and the Philippine National Bank (Box Subrogated deposits recovered as of yearend 1998
3.4). amounted to P181.09 million. representing settlement of
claims fiied with 34 closed banks No recoveries were made
As ¢ major creditor of closed banks. PDIC filed claims during the year since distribution plans could not be
with the liquidator of closed banks for subrogated deposits finalized due to unresolved Issues on classification of
orthe insured deposits PDIC paid to depositors. For 1998, creditors claims

— \
Box 3.4 GARNISHMENT OF PACIFIC BANK'S FUNDS ‘

A group of Singaporean nationals filed claims for recovery of their alleged equity mvestment in the Bank in the amount of US $2 53 million with the Regional Tral Court of |
Manifa. Branch 31, the Liquidation Court of PaBC Despite the opposttion from PDIC as PaBC Liguidator the Liquidation Cour: allowed payment of the claim in its Order dated
3 11 September 1992 and accorded said claim a *preferred creditor” status - An appeal was made by PDIC against the Order hut this was denied by the Liguidaton Court for
E ha 'ing been filed beyond the 15-day reglementary penod Immediately, a wnit of execubon was issued and the PaBC accounts 1n the Land Bank of the Philippines (LBP) and
3 Pruippine National Bank (PNB) were garnisheed with ease The Court of Appeals sustained the lower court's decision on the finahity of the Order PDIC elevated the deciston
] tc the Supreme Court on certiorar While the Supreme Court reversed the Court of Appeals decision on the 1ssue and sustamed PDIC s position that appeal from an Order of
- th= Liquidation Court should be within 30 days and not 15 days. the Supreme Court however, ruled that the 11 September 1992 Order has already atiained finality because PDIC

alliegedly fatled to perfect its appeal due to non-filing of the Record on Appeal

E PDIC filed a mouon for reconsideration of the decision of the Supreme Court and argued that a record on appeal was filed as borne out by the records of the subject case
: On the ments, PDIC likewise argued that the lower court and the Court of Appeals erred in the interpretation of Article 42 of the Omnibus Investments Act which states that a
Toreign investor s right to a repatnation of his investment extends only to “proceeds of fiquidation of the mvestment’  Motion for reconsideration was denied by the Supreme
3 Court, and thus, the Singaporeans attorney-in-fact. Gonzalo Sy, and the court sheriff immediately executed the September 1992 order of the lower court. After a senes of court
orders and threats of arrest of s president, LBP released P82 66 miflion representing the peso equivalent of the Singaporeans’ claim allegedly amounting to US $2 53 million,

net of previous releases of P14 12 milion

CB-Board of Liquidators BSP and BIR. major creditors of PaBC, joined PDIC in @ motion filed with the Liquidation Court to prevent Gonzalo Sy from withdrawing the funds
1 after he deposited the monsy to his account with LBP. and to return tne amounts withdrawn as well as funds recewved earher in satisfaction of the September 1992 Order This
motion. however. was denied by the Liquidation Cour' on 12 May 1998 Worse, the Liquidation Court directed PDIC to pay interest at the rate of 12 percent per annum on the
principal claim from 15 October 1981 until paid even as the Order (11 September 1882) sought to be implemented does not direct the pavment of interest and ine absence of
amotion formally filed praying for the imposition of interest With the asststance of Atty Rene A V Saguisag, the Liguidation Court's Order was elevated to the Court of Appeals
As of 05 Juns 1998 the Singaporean s attornev-in-fact the shenff and Judge Reves of the Liquidation Court were restrained from further implementing the questioned 12 May

1998 Order, and on 14 Seprember 1998 the Wnit of Preliminary Injuncuon was 1ssued by the Court of Appeals upon filing of surety bond of P100 000

i 1 The Cour of Appeals has yet to decide the petrion on the merits.
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Table 3.7 CLAIMS FOR AND RECOVERY OF SUBROGATED DEPOSITS
Cumulative Yearend 1994-1998. Amounts in Million Pesos

1994 1995 1996 1997 1998 }

S

No ofbanks { Amount | No ofbanks | Amount | Nc of banks Amount No of banks | Amount Ne ofbanks | Ame it ]

Subrogated Deposits 274 3,175.05 287 3,240.93 296 3,310.40 308 3.385.09 328 4,516.65 ‘

A Clams filed by PDIC against ‘

the closed banks 240 2,237.90 266 2.284 97 273 2.308.00 265 3,241.68 310 338257

B Clams not yet filed 3 93715 21 955.96 23 1,001 40 19 143 41 18 1,124 08 [

Recoveries on Claims Filed 27 159.48 30 163.49 32 170.68 34 181.09 34 181.09 \‘

A Partial Recovery 1 - 1 - 2 485 4 1502 4 1h02

B Full Recovery 26 159 48 29 16349 30 16573 30 166 07 30 166.07 ‘

|

Claims filed but not yet recovered 213 2,078.41 236 2,121.48 241 2138.32 255 3,060.59 276 3.211.48 \

|

Ratios }

Recovenes to Subrogated Deposits 50% 52% 53% 40% |

Recoveries to Total Claims Filed 7 1% 7.45% 56% 5.3% |
Mote  Sup:ogaieo deposis «epresent INsuted 0eposits paia which consists o7 pavmants Mage [0 02posis nauang JS § aenostt accounts converted 1o Philipning pesas 's- ATCOUNNING pUrposal

and taxes remmed o be remined 1o BIF,

SUPPORT INFRASTRUCTURE
Corporate Planning and Monitoring

T
i

¢ ensure effiziency in ite delivery of services

( \

non conducts an annual planning exerciss

oy}

or
s8Ing |
requirements in the banking industry anc formulates

uels

©

—

ass current situauon and

(D

& performance vis-a-vig

strategles towards attainment of set objectives The need
for performance assessment and corresponding refinement
In strategies and adjustment of priorties 1s made more
evigent with the stresses and nisks banks face arnsing from
tne regional financial crisis The annuat planning exercise
provides opportunity for PDIC staff to acuvely pariicipate
In the determination of activiies to meet set goals. resutting
N awareness anc betlet understanding of the identfiec
prionties of the Corporation

In contrast to previous vears the planning exercise

fol 199¢ was svnchronizec with the buaget preparatior
process  Corporate goals tor 199¢ were 1gentfied and
priormy activities formulated togsthear with coirgsponding

budastan reaurrements To keer vradl of the performance

of the Carporatior on e regual basis. accomlishmenis

antifiec

on 1q

26
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quarterly basis. supported with monthiy indicators on status

of acuvities of the various operations and support groups.

Ir addition t¢ monitoring corporate performance the

Pianning Center 1s also responsible

various reporte r2aulr

Centar also prepares short researcnes on pre\allm

Issues. as well as regularly gathers. compiies and

generates relevant dala 10 update management ang

operations group on broader aspects of developments in

the economy.

Client Services and Public information

2DIC. through
Center (CSICH,

e Ciient Services and Information
continues 1o give prionty attention and

assistance tc depositors tnrough mmtormation and
educalion

Durme the vear in review. the Deposnors Assisiance
Bureau D4E unget the CSIC received 776 cases

Invohane inquinies o hoth

Majority o7 the cases received Involving oper

wers Lomglaints or unserny

operating ana closed banke

ca2a withdrawsels anc L7
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related problems (e g. undispensed cash and captured
cards). and inguiries on deposit INsurance coverage and
jpsurance status of banks Cases received regarding closed
panks involved follow-up on claims filed. schedule of pay-
off. inquines on how to claim deposits in excess of P100.000
jnsurance cover, and request for avallment of emergency
pay-out 1acility Of the total number of cases filed at DAB,
702 were sabisfactorly attended to by the Bureau. The

¥ cmamning cases were referred to the banks concerned and

BSP for appropriate action, where BSP initiated

examination some of which led to bank ciosure

Intensified client education and information
dissemination were carried out during takeover and claims
sefilement operations. utilizing national and local radio.
television stations. and newspapers which granted gratis
public service announcements, as well as traditiona!
information media such as posters and public address
made where

system.  On-air radio interviews wers

information personne!l explained to the public. particuiarly

depc.itors their nighis anc providsce infarmauor on
servi Ing of claims & ¢. scheauie. proceaures and
requi-aments 0 iling claims  Due 1o iimnad manpower

CSIC shittec trom team deplovmeant 1o
of information personnel in the latter part of the vear Thirty-

single deplavment
gigh” teams carnied out education and information
dissemimation campaigns In 16 banks during takeover
operations (TO). including seven closed banks with branch
offices. while 29 teams were deployed in 13 banks and
thres branch offices to assist depositors during claims
settement operations (CSO)  The intensified informaton

diss2mination heightened the awareness of depositors and

contnibuted to the igh turnout of deposior claimants during

the vear

Local radic stauons wnich provided suppor: 1 PDIC

thrugh graus public service announcements of ciosures

an takeovers of banks and servicing o claims were DXDA
madicar Agusan del Sur
Y WZ-rVanc ABS-

INanc DVRU in Akian

Re Jyo Naur anc Sar, Francisce
Dy _x DxCL
C

ENn Wisamis Onentar DVHAE DY

OXQR Bombo Raayc

PDIC Operations

DYVL. DYVW and Bombo Radyo in Tacloban; DXUM.
Radyo Ukay. Radyo ng Bayan and RGMA Network In
Davao. and DWRS. DZVV and DZNS in llocos Sur Other
stations were DYFM Bombo Radyo in loilo. DZVC-AM and
DZAA-FMIn Catanduanes, DYDD and DYRR in Leyte and
DZTP-AM., Radyo Natin. DZVV-AM and DWRS in Candon.,
llocos Sur, and DZBR and DZAM in Batangas. ABS-CBN
TV in Dagupan GMA-7 i Tacloban, TV Patrol and IBC
TV-131n Davao also granted graus TV exposure of PDIC
announcements
space for PDIC announcements were the Catanduanes
Sunday Punch

Local newspapers which granted free

Tribune, Candon News (llocos Sur)
(Dagupan), Sunstar (Batangas). Panay News and Sun Star
(Aklan), Daily Mirror (Davao). and Timek Ti Amianan (llocos
Sur). Local government officials, panish churches. barangay
officials. and non-government organizations also provided
asststance by informing their constituents about PDIC

operations

National mediz likewsse provided pubiic service support

by accommodaling grats 72 anc 3T announcements

These Include ns Mianiie 5ul|erm, Phiilnpine Post Malave
Mantla Stanczrd. Today Pnihipoing Sler Temioe
Businessworld. Pmlloolr Dallv Inquuer RPN ¢ BTV 4

ABC 5, GMA Network Sanmanok Network News ABS-
CBN. DZRH. DZBE. DWFM-FM. DWLS-FM, DWDIM-FM,
DWKC-FM. DZMIM DWRX-FM, DZMB-FIM, DWLL-FM.

DWRR-FM. and DZXL.

information Technology

As part of the program tc furthe: ennance handiing
and processing of Information, the Corporation spent & total
of Pz & millor in 1996 for the purchase of various licensed
computer software taking advantage of the opportunity
providac by Microsoft 1o the Philippine Govarnmeaniior the
£ total o1 246
Cuent Access

purchiase of hcenses ai prefarentiar rates

A=

ficenses of Dffice 37 247 Windows N7

Licenses and 2 iicenses Windows NT Server were

oi
acaurad durng the vear Dffice §7 and Windows 98 were
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made the standard software for desktop and notebook
computers and Windows NT for servers

Problems encountered in takeover operations in four
closed banks with computerized systems required new
procedures for handling computer-based data Procedures
had to be set up to secure data and ensure their integrity
before use In producing reports needed for claims and
receivership operations. Templates were designed so that
necessary information from the different systems used by
these banks could be processed by a standard program.

As a safeguard against the millennium bug problem,
the Corporation continued its work on the year 2000
comphiance project which started in November 1997. The
project covered compliance of hardware, software.
appiication systems and bullding facilities. Resource
speakers from a major computer manufacturer were invited
to discuss the effect and implications of the millennium
bug. including solutions, e.g., replacement or upgrading of
existing svstems. Hardware systems were verfied using
testing programs for year 2000 compliance from
manufacturers or from the Internet. Non-comphant
hardware have been scheduied for replacement or will be
relegated tc non-date sensitive tasks  On the other hand.
certifications from software manufacturers and various
Independent testing centers were obtained Actual tests
were performed. with non-compliant software
recommended for upgrading For application systems, two
approaches were identified: windowing solution and
replacement
reference which will aliow affected svstems to interpret
dates correctly beyond year 2000

replacement of two non-compliant software systems,

Windowing solution defines & 100-year
Meanwhile, for

services of a software development company was tapped
to replace the Bank Performance Wonitoring System. while
@ packaged software wil' be used 1o replace the existing
Accounting System  All software systems modification work
have been completed by vearend anc reported to the
National Computer Center Presidential Commission on
Year 2000 Compliance and the Presidenta, Management
Siafi

Building facihties were confirmed with respective
manufacturers for compliance. supplemented with in-house
verification  Confirmations with Institutions handiing
nvestments of PDIC were also made to ensure that therr
computer systems are comphant to safeguard the
placements and investments of the Corporation agaimst

the consequences of the millennium bug

Legal Affairs

The Corporation through its Legal Affairs Sector (LAS)
ensures that the policies adopted are consistent with its
mandate of providing protection to the depositing pubiic
through deposit insurance. bank supervision, receivership
and hquidation of closed banks. LAS provides legal.

Iitigation and investigation services.

Legal services include preparation of legal documents
and rendition of legal advice relating 1o operations and
admmistrative mattere  Litigation services involve handiing
of proceedings on peuuons 10! assistance in hquidation o
closed banks under PDIC. including claims/cases filed by
the credrors of closed banks against PDIC as liguidator.
Litigauon services also inciude handiing of cases filed by
or against PDIC acting as a corporate entity (insurer/co-
regulator) 1o ensure that interests of the government are
not prejudiced, and monitoring of the status of PDIC cases
handled by the Office of the Government Corporate
Counsel (OGCC). Invesugation services nvolve validation’
verification o7 frauds and irregulanties i Iive and closed
banks, credit investigation of prospective investars
interested in rehabilitating closed banks property checking
of borrowers of closed banks and background investgation
of suppliers and contractors. as well as appiicants for
employmens: by PDIC

The Corporation disposed & tota’ of 1 148 referrals
out of 1,188 pertaining ¢ opmion maidung and contract
drafting and review during the vear improving disposa’
rate to 25.€ percent  Electronic codification of all opinio ==

relating 1o operations and adgministratve cases which beg =
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opiC staff Researchers from other offices may also

,acCeSS these opinions as may be authorized.

¢ As of the year under review, a total of 1.916 cases
were handled and/or monitored by the Litigation Group,

¥ including 157 new cases involving closed banks (Chart

_4,1), Of the total cases. 87 were decided in 1998 70

; decided adversely, accounting for estimated loss In the

f amount of P99.5 million, however, majority of these cases
are now either on appeal. pending reconsideration with
the lower court, or subject of a motion to iift/discharge the
writ of execution

Chart 4 1 STATUS OF CASES PER TYPE OF BANK
As of 31 December 1998
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The hguidation court also approved the Corporation s
“Motion for Approval of the Memorandum of Undertaking”
for the purchase of Rural Bank of Katipunan s assets and
assumption of iabilites by investors who mfused additonal
furide 10 cover the bank’s negative net woitn This enabied
al the creditors of RE Kaupunan to recover their exposures
ard further paved the way for the opening of & new bank.

Foreciosure pefiione filed withir the vaar would vield

o
|

I-covaries in tne ota amount o1 P34 31 mullion

Investigations of 531 cases. 1.e., 106 background
checking 327 whereabouts/property checking. 26 bank

fraud cases and 72 other misceilaneous cases were
completed during the year. The bulk of the investigations
nvolved a large number of insured deposit claims and
alleged fictitious loans from several closed banks Claims
for insured deposits worth P7.95 million were
recommended for payment after they were investigated
and found in order Payment of P7.76 million, representing
claims of depositors who failed to submit necessary
documents or who cannot be located was deferred, while
claims amounting to P0.58 million were denied due to,
among others. absence of cash inflow and missing
passbooks and/or certificates. Filing of criminal charges
against former officers and employees of closed banks was
recommended after the conduct of investigations on alleged
fictitious loans characterized by absence or lack of
collateral, documentary deficiencies. non-receipt of loan
proceeds, forged signatures and other anomaious
practices.

Periodic discussions on proposed amendments 1o the
PDIC Charter and drafting thereof were largely facinaisc
with the assistance of domestic and internatnonal iegar
consultants hired under the Asian Development Bank
Technical Assistance (ADB TA) grant. Discussion papers
prepared on various tssues, e.g., offsets. iImmunities and
lhabilines of PDIC officers and employees bank holiday
vis-a-vis suspension of payments and insolvency and
corporate dissolution and winding up. and mformation
provided on best practices of peer mstiutions such as
practices in FDIC and CDIC on deposit insurance and cnsis
management. purchase and assumpton schemes deposit
Insurance coverage of emplovee benefit plan accounts
and jointaccounts proved highly useiut in drafting proposed
amendments These amendments mclude among others
the following (a) prohibition for & banl. t¢ engage in
deposi-taking business unless its depasit iiabiiies are
msured witn PDIC (b greatet empowerment of the PDIC
Boarc o1 Directors through substanuve amendment of 1s
authonty t¢ 1s3ue cease anc dasist oragers agamst banks

found 1o engage In unsafe and unsound banking pracuces
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(c) Increase in the maximum amount of deposlt insurance
coverage with corresponding Increase in assessment
premium, (d) access to deposit information during on-site
examinations. subject to a number of safeguards to ensure
confidentiality of information, and (e) enabling PDIC as
receiver to sell or dispose assets of a ciosed bank to
conserve the value of the assets and to cover recevership
and hquidation costs.

Human Resource and Administrative Services

Cognizant of the critical importance of quahty
manpower in the effective implementation of PDIC's
mandate, the Corporation, through its Human Resource
Management Center, continues to strengthen ts manpower
planning and deveilopment strategies. Despite constraints
and nigidities brought about by the Salary Standardization
Law, four human resource officers with proven track records
in the private secior were recruited in 1998, bringing with
them new tecnhnology ana Tresh perspectives 1o
compiement the knowieage skills. and insututional hemage

of the Jorpoiation s humar rescurce stafl

In itne with the Corporation s intensiiied recruitment
thrust. the Personnel Selecuon Board was reconsututed
and procedures modified to expedite the seiection process
without sacrificing effectiveness. By yearend. manpower
complement reached 699 (117 officers and 58Z rank-and-
file employees), reflecting a € € percent increass over the
1997 level (Chart 4.2)
promoted durnng the vear 15 of them 1t officer positions.

Ninety-nine personnet were

This ts more than twice the 45 promotions made In the
previous year. To further strengtinen s ability to attract and
retain high-caliber personnel PDIC pursusd initiatives tc
upgrade e compensation scheme

Training and devejopment rank nigh. among PDIC &
stralegies 10 enhance organzationa capability Forma:
training programs through the PDIC Training institute o

external agencies are conducted 16 IMprove job

Chart 4.2 PDIC WORKFORCE
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performance and increase potenual for career growth within
the organhization. Twenty-two in-house training programs
were conducted by the PDIC Tramning Institute in 1998,
benefiting 448 participants These inciude the mandatory
five-day Foundation Course, which serves as an
orientation-cum-values formation program for all newly
hired staff, and technical and job-specific semmars and
workshops on such topics as Basic Banking Operations,
Bank Accounting, Financial Analysts. Signature Venfication
and Forgery Detection and varous computa'-related

courses in addinon 37 personnel parucipated in

domestic non-PDIC sponsorsa raining/seminars white 22

ow

vatad of foraign traning anc schslarshiy grane iror
foreign governments and the Asian Development Bank
During the year, a PDIC scholar completed his Mastet in
Deveiopment Economics degree at Willams College 1n
Boston foliowed by internship at Sanwa Bank in New York
Four others likewise obtained their master's degrees under

tne Local Scholarship Program of the Civit Service
Commissiorn

Suppiementing forma! training 1s the INTERATT
(Information on Topics. Efforts and Relevant Acuon on
Zurrent Trends;. an informative torum on various subiects

nenodically conaucteo by the Corporauon  Four sessions
were helc durng the vear or topics rangmge from pubiic

governance to seli-ciscoven througrh Ennsagram

Table £ ¢ summarizes the parucipauon o Pl
parsonnel in training and development programs rom ™

1¢ 1098
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E Table 4.0 PARTICIPATION IN TRAINING COURSES AND SEMINARS, 1994-1998
{ . i Frequency Number of Participants |
Training/Seminar 1994 | 1995 | 1996 | 1997 | 1998 | 1994 | 1995 | 1996 | 1997 | 1995
I, Domestic Training 94 93 | 101 89 101 522 | 761 905 | 655 | 587
A. PDIC Training Institute 13 17 35 28 22 | 385 | 622 { 676 | 530 | 448
Foundation Course 1 2 2 2 2 60 94 89 87 61
. Basic Supervisory Development 1 1 15 30
5 MUST-Whale Brain Thinking 2 29
¥ Team-Building 1 18
3 Basic Banking Operations 2 3 2 2 2 70 93 76 67 62
: Bank Accounting 2 3 2 2 2 54 107 72 68 56
: Financial Analysis 2 1 2 105 39 63 |
- - Bank Examination 1 1 28 38
- Claims 1 1 1 16 31 35
Derwatives Risk Management 1 24
Corporation Law 1 37
Property Management 1 14
Recetvership & Liguidauon 1 1 1 28 18 35
Signature Verification 1 1 33 37
g Eftective Business Writing 1 3 1 21 104 35
3 Effective Writing for Executives 2 1 58 32
3 Eftective Wniting for Auditors 1 35 |
Frontpage 98 1 5 |
Visual Basic 1 10 [
Computer Systems Audit 1 32
Power Builder and Windows NT 4 0 1 9 g
Windows 95 9 6 1 89 54
MS Word 8 7 1 | 119 | 81 6
MS Excel 6 5 1 | 8 58 5 |
MS Project 1 5 !
MS Outlook ! 5 |
MS Access 120
MS Powerpoint | - 5
Fire Dril P 105 !
B. Others 81 82 66 61 74 137 | 139 | 124 125 | 13%
Degree 1 2 2 z 1 8 4 z |
Master in Public Management 1 1 T 1 ‘
iaster in Business Aaministration ? i 7 [
Master oi Ans in Economics 1 : 1 | |
Master of Science in Computer Science i 3 |
, Master in industrial Refations i 1 ‘
; Non-Degree {public seminars on various topics) 81 81 64 59 77 137 138 116 121 137
. Foreign Traintng 3 3 3 7 6 4 4 4 9 13 |
A. Degree 1] N
Master in Development Economics 1 1 ‘
Master of Economics of Development 1 1
B. Non-Degree 3 3 b3l e | 7 4l 4| a4l 8l 12!
Humar Resource Development and Productivity 1 ; i 1 i
Human Resource Development and Management L [ 1 | |
1995 European Communty s Visitor Programme 1 ' 1 ! |
Senio! Bank Supervisors from Developing Countries 1 ! o . ‘
4th FIET World Bank Conference & FIET World i 1o | 1 ’
3 insurance Conference { | i ! ;'
Asia-Pacific Financiaf Law Summit | 1 i [ ;
SEACEN Courses/Meatings ! ! ‘ . l | !
J Course on Bank Supervision 1 LA T T T 1 2 4 4
| Workshop on Regulatory Action Pian | [ Lo j .2
| 1st Advanced Course on Banl. Supervision | | | ? b
11t Meeung of Directors of Supervision : ; T P |
12tn Meerng of Diiectors of Supervision : } Pt \ | L2
Internanonal Certincate Course in Property Valuaron ! j ! } : 1
Intermediiate Forum on Micro-Enterprise | i 1 b ‘ | [
| International Conterense Course or Depcsi Insurance i‘ [ i ! ‘ ; ‘ o
| Introduction to Migro-Finance i | | (1 l \ b
| information Processing Personne! ‘ ‘ ; Lo | } | ‘ 7
| Grand Total i g7 . 102 ;104 , % | 108 526 ‘ 765 | 909 ; 664 1 600

e
(R
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With the implementation of the ADB TA grant during
the second half of the year in support of institutional
capactty-building. foreign and domestic human resource
consultants were engaged to evaluate the human resource
requirements of the Corporation and set up priorities. The
evaluation covered the key areas of corporate restructuring.
recruitment, compensation, performance appraisal.
employee suggestions and incentive awards system,
training, career development, and human resource
information system.

To address existing and anticipated space needs, the
Board of Directors approved in 1995 the construction of a
building annex at current headquarters in Pasong Tamo.
Implementation was deferred to consider the invitation from
the Bases Conversion Development Authority to relocate
to the proposed government complex at Fort Bonifacio.
On the other hand. proposed acquisition of an old building
in Pasay City of the closed Banco Primero Development
Bank, which the Board also approved in 1995, could not
be implemented due to certain 1ssues that had to be
resolved with the Asset Privatization Trust (APT)  With
Issues now resolved with the APT implementatior of the
Pasay City project 1s expected to proceed upon approval
by the Office of the President ot the Philippines. The ongmnal
objective for this acquisitior wag to provide & relocation
site for personnel who would be dislocated as a result of
construction work at the PDIC building. Nevertheless,
should the annex project not push through and relocation
to another site be decided on. the much needed space
would still have to be provided in the intenm. Modest
rehabilitation work will enable the Corporation to experment
with different space configurations to improve work process
for claims, recewvership and higuidation operations that
nvoive targe volume of records of closed banks.

Strengthening Linkages
Special Projects

The Corporation’'s objective of strengthening
mstitutional capability was largely faciinated with the

impismentation of the Asiar Development Bank Technical
Assisiance (TA) Grant. Under the TA. PDIC was able 1o

no
o

hire international and domestic consultants covering five
areas’ bank examination and monitoring, information
systems, drafting of amendments to PDIC Charter, financial
and rnisk management, and human resource management
In addition. two resource persons from the Office of the
Supernntendent of Financial institutions and the U S
Federal Deposit Insurance Corporation (FDIC) provided
their expertise in the areas of nsk management and legal
affairs. Three more international consuitants are expected
to render services In 1999 To ensure successful
implementation of the Grant, a PDIC Working Group
composed of senior PDIC officials was created to provide
counterpart expertise.

Staff training programs were also provided under the
grant. consisting of in-house tramning included as part of
the consultancy services, other domestic training programs.
and ADB-sponsored overseas study visits and internships
In deposit Insurance agencies In selected developed
countries  Nine PDIC personnel participated In training
programs funded under the ADB TA, 1e . 12" Southeast
Asian Central Banks (SEACEN) Meeting of Drrectors of
Supervision, the 315 and 327 SEACEN Courses on
Banking Supervision First SSACEN Advanced Course on
Banking Supervision and the FDIC Internationai
Conierence on Depostl Insurance.
scheduled to partcipate in a training program on bank
examination at the Federal Reserve Bank of San Francisco
in the United States in the early part of 1999.

Two more are

Complementing the ADB TA Grant i1s the Worlc Bank
assistance aimed at upgrading the regulatory framework
of the country's financial system. specifically those of the
BSP. Securities and Exchange Commission and PDIC
Assistance 1o PDIC 1s focused on consultancy services
and training in claims receivership and hquidation of closed
banks Drawdowns are expected to be made starting the
second semester of 1999

Training of Visiting Officials
As & pioneer in deposit insurance In Asia

Comporatior was reguested to conduct briefingsrornient:
orograms to visiung officials from Nepal, Tanzania
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fnam. These events enhanced information-sharing and
tered closer spirit of cooperation with deposit iInsurance
unterpal’*s In various countries

; Upon request of the Deposit Insurance and Credit
f arante€ Corporation (PVT) Ltd. (DICGC) of Nepal. a
Free- -day briefing on PDIC operations was conducted for
seenel’a| Manager, Vijaya Ram Mathema and Director,
akunda Karmacharya. The visiting officials also met with
icers of the BSP. the Guarantee Fund for Small and
Fodium Enterprises. and the Credit Guarantee Corporation
fme Bankers Association of the Philippines.

An orientation program on PDIC operations was also
nductad for Mr. Nemes Malekani, Assistant Manager of
he Deposit Insurance Board of the Central Bank of
nizania  The training focused on accounting and
pvestment operations, complemented with hands-on
faining  Aside from the two-week training. the Tanzanian
bficial observed takeover operations in a closed thrift bank
Nisits were made to the Phihippine Chamber of Thrift Banks.
e BS = and Bankers Associatiors of the Philippines

A one-wesh training program was condusted 10! sty
hificia s from. the Bank of Vietnam  The briefing focused
o de posit Insurance claims setflement and funas
The Vietnamese officials alsc observed
closea thrift bank.

ana gement
flkec ver and pay-off operauons in a

nternal Audit

- It operations are audited by tne Management Control
Offic - (MCQO1 to ensure Integrity and efficiency of operations
and =nhance corporate conduct for accountability.  Audr
senv ces include annual comprehensive performance
eval sation of operating and support units and periodic
fout' e verifications of selected risk areas

Juring the vear 51 comprehensive reviews of
Ope aung and support unite were performad aside from
per ,dic verfications of cash anc securities and INSpecuon
For closea banks under PDIC recetvership

11 imned audits ana @ special

of [ 2mises
anc Jguidaton manageme:
U7 e of cash transactions were performed

PDIC Operations

MCO 1s the corporate arm interfacing with the
Commission on Audrit for mutual understanding of each
other’s policies, practices and decisions. and resolution of
existing and potential audit concerns.

FINANCIAL PERFORMANCE
Financial Resource Management

The primary corporate goal in financial resource
management 1s to maximize income and at the same time
be equipped with an adequate leve!l of liquidity sufficient
for operating needs and payment of claims of depositors
of closed banks The principal sources of funds are
premium coliections from member banks assessed on the
basis of total deposits, and interest income on investments
In government securities and maturing investments. Funds
are deployed to cover operating expenses, payment of
insured deposit claims as well as financial assistance 1o
banks
To mimimize on non-earning funds average dany
working balance was kepl withir the imi of 400,000 and
adjusted during payment ot Insurea deposits bi-montiv
payroli, remittances to govemment 8gensies and paymemnt
of utiies The P1.5 pillion domeshe bills purchase line
(DBPL) and the stanc-by facility of P10 million short-term
foan ine with the Land Bank of the Philippines (LBP) were
renewed for hguidity support The DBPL enables the
immediate clearing of checks deposited to LBP. foregoing
the three-day clearing tme The stand-by faciiity of F10
million shori-term loan line finances large funding
reguirements pending maturity of placements In
government securities.

" 10 1ake advantage of high interest rates. the
cted from membet banks I the

in ordetr
buli. of assessments colle
firs” semester of 1998 was invested in 10-year fixed rate
treasdry bonds (P> T/Bonds) at 22.9 percent Interes. while
the rest was placed in 187-day anc 364-day
a: rates ranging from 1€ 5 parcent 10 226

rreasuny hille
& percent. an
unusua' opportunity which only lasted for & short perod
Wher rates for the 10-yea: bondg fell below the &-yeal

£y T/Notes in May placeaments were shifted to &-vear £)T

~r
(o))
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Notes at 20.0 percent which improved to 21.0 percent from
June to August At the end of August, PDIC also invested
in 20-year FXT/Bonds with coupon rate of 14 4 percent
and yield-to-maturity of 20.6 percent. PDIC subsequently
shifted back to 10-year FXT/Bonds at 20.0 percent In
September and October when the Bureau of Treasury
stopped 1ssuing 20-year bonds

In the last two months of the year. financial
management became more challenging. While the strategy
was to phase out investments in short-term matunties and
continue Investing In long-term, high-yielding securities,
PDIC did not fully abandon placements in short-term
nstruments because of the need to pay insured deposit
claims of depositors of a commercial bank and three thrift
banks. The Corporation preterminated its investments in
one-year treasury bills amounting to P449.70 milion. The
entire amount was placed in short-term investments with
differing maturities and released whenever the need for
pay-off funds arcse  Ligudity was supplemented with the
sale of P90 million 2
BSP. with nght for PDIC t¢ repurchase at

the same rate. The amount released for pay-ofi operations

-vear FXT/Notes with coupon rate of
16.5 percent 1o

amounted to P887.82 million from November to December
1998.

Investments as of yearend 1998 increased to
P17.87 billlon from the previous year’s level of P13.51
biliton. with @7 C percent placed In longer-term and
higher-yielding government securities that earn semi-
annual interests (Chart 51). Of the total investments,
P17 40 billion were pesc-denominated secunities. Earnings
from interests on peso INvestments {net of 20 percent final
tax) reached P2 15 billion. or an increase of P0.77 billion
from iast vear's figure of P1.38 bilion Corresponding
withholding taxes on these Investments amounted to
P537 7Z miliion  Overali return or: beso invesimeanis was
estimated al 15 € percent net of tax. compared to 12.3
percent Iin 1887

Chart 5 1 PDIC INVESTMENTS
(Miilion Pesos)
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Maturing dollar time deposits and interest coliections
from PAR Bonds were renewed/invested in 91-day to 120-
day dollar time deposits Rates ranged from as high as
© 5 percent at the beginning of the year to 5.4 percent
towards the end of the year Earnings from interests on
dollar investments (net of tax) reached P42.13 million
Corresponding withholding taxes on these investments
amounted to P1 18 mulion Nominal return on dollar
placements was higher but with the imposttion of a 7.5
percent tax on dollar placements effective January 1998,
net rewurn decreased 10 6 1 percent compared to 6 4

percent in 1897,

For the year 1998. aggregate earnings from
Investments on both peso ana doliar (net of tax) amounted
to P2.20 billion an increase of P0.78 billion from P1.42
bilhon 1n 1297

bithon.

Taxes withheld were recorded at P0.54

Results of Operations

Gross Income of P5.56 bilion for 1988 was 2.7

percent higher than last vear ¢ P4.32 biliion. extubiing 2n

average growth of 28 7 percent over the iast five ve: ¢

(Chart 5.2) Of the totai P2 26 niihon came 1r.

assessments levieo against deposit iabiliues of banks. Z-

s P2 €3 billion

The incre!

percent higher than iast vears




3 gttributed to deposit growth In the banking system.
} ;me from investments (net of tax) which constituted
Pt 40 percent of gross income reached P2.20 billion,
E o percent higher than last year's P1 42 billion.
Veg,tments continued to be placed in medium to fong term
wernment securities to benefit from higher yields.
Jpudity requirements brought about by the closure of
wveral banks in 1998, however. constrained the
horporation to pre-terminate 1ts one year treasury bilis to
2e programmed pay-off of insured deposit claims. With
| payment made by Network Rural Bank of Southern
prilippines of their outstanding loan obligation. payment
¥ loan principal by Insular Savings Bank, and partial
Fayments by Westmont Bank and Philippine Veterans
Bank, income from financial assistance amounted to
93.74 milhon, P29.64 million lower than last year's

fr123.39 million.

Chart 5.2 GROSS INCOME
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E * Incluges qain in foreign currency revawation of PT 47 million ana P151 94 million for 1995 and 1997 respectvely

Total expenses on the other hand. amounted to P5.52
billinn 28 & percent higher than iast year's P4 30 biliion
j an cverage growth of 28 7 percent over the last five years
(Crart 5.3)
aside annually to bulld up reserves to cover insured deposit

Provision for insurance tosses (amount set

tle ms that may arise from bank closure and potential
los ses from exisung closed banks) was recorded at P5.05
bilivon, P1 49 bilhon or 42 G percent higher than last year s
PC 56 biliion
la' 3 number of banks idenufied 10 have deterorating

The higher provision is attributable to the

PDIC Operations

financial condition that may ultimately lead to closure.
Operating expenses, which nclude cost of operations,
subsidies for bank rehabilitation and provision for
uncollectible accounts, amounted to P461.39 million
(excluding losses In foreign currency revaluation), P275.87
million lower than last year's P737.26 miliion.

Chart 5.3 TOTAL EXPENSES
{Milion Pesos)
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Operating Expenses * 259 19 34591 352 06 73726 473 04
TOTAL EXPENSES 199513 244062 | 344124 4,296 53 | 5.525.55

" incluaes iosses 1 toreign currenvy revaluation for the years 199+ 1896 and 1984 amountng ts P3 46 rnilion
P3 2« miion ard P11 €4 milian ressect: ey

Net income for the year stood at P35.27 million. P9.74
million higher than the ievel In 1997 In accordance with
the law, 50 percent of net income shall be remitted tc the
Bureau of Treasury as dividend of the P3 C biliion equity of

the National Government

Financial Position

Total assets more than tripled over the last five years
as It surged to P24.50 billion as of yearend 1998, P8.06
billion or 32 9 percent higher than last year's P18.44 biliion
Increase in assets was largely due to increase in long-
term investments (P5 08 billion). recewvable from BSP-
Treasury Department and subrogated claims receivable
at P1.32 billion and P1 11 billlion respectively. These more
than offset decreases in shori-term investments of P721 52
million and financial assistance to banks of P457 96 million
As of yearenda 1998 shori-term investiments contracted
from P1.25 biilon as of yearend 1297 to P528 32 million

as of yearend 1998 due to pretermination of treasury bilis

Intended to service claims of depositors of closed banks
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Outstanding financial asststance to banks also declined
by 14.6 percent from 1997 level, resulting from full payment
of Network Rural Bank of Southern Philippines, payment
of Insular Savings Bank of its outstanding loan principal.
and partial repayments of Westmont Bank and Phiiippine

Veterans Bank (see Note 6).

Receivable from BSP-Treasury Department amounting
to P1.32 billion represents the second tranche of the P2.50
bithon total funding from BSP through PDIC for the
rehabilitation of the former Monte de Piedad and Savings
Bank (now Keppel Monte Bank). The amount was invested
by the BSP Treasury Department in government securities
in behalf of PDIC to accumulate income which will pay off
the interest and principal of the first tranche of P1.18 billion
released to Monte de Piedad in May 1997 as BSP's share
in the former’'s rehabilitation. Upon its release on 14
December 1998, the P1 32 biliion second tranche of the
BSP loan was initially recorded as receivable from the BSP
Treasury In early 1999 however the account. together
with the P1.18 biliion financial assistance to Monte de
Piedad and the corresponding borrowings from the BSP
totaling PZ2.5C billon was removed from the books of the
Corporaton in comphiance with the Commission on Audit
recommendation nol to recognize in the books the
assistance granted to Monte de Piedad due to the
agreement between parties that funding and repayments
In addition, the PDIC Board of

Directors declared Keppel Monte Bank to have substantially

would come from BSP

compiled with the rehabilitation milesiones set by the PDIC
Board in May 1957, thereby rendering unnecessary
previous requirements for the repurchase of assets and
appoiniment of a PDIC nominee director to the Banks

Board (see Notes 7 and 12)

Subrogatec ciaims receivable increasea 10 #4 32 pillion

as of yearend 1998 or 34 7 percent higher thar last vear's

leve!l Tne increase amounting to P31 11 billion was due 1©

payment of insured deposits made in 20 banks (18 closed
In 1998 and 2 1n 1997) which started ciaims settlement
operations {CS0O) during the year plus continuing payment
of nsured deposits in other closed banks which started
CSO in prior years. Among the multi-unit banks which
started CSO in 1998 were Onent Bank (first commercial
bank closed since The Manila Banking Corporation 1n
1987), and three thrift banks namely, Unified Savings and
Loan Association. Fortune Savings and Loan Association.
and Community Savings and Loan Association (see Note

8 for others).

On the other hand, total labilities increased to P21.23
billion, 39.6 percent higher than last year's P15.21 billion,
posting an average increase of 31.8 percent over the last
five years. Increase n total liabilities was attributed to
corresponding Increases in long term labilties and
estimated insurance losses The increase in long term
habilities to P4 17 billion or 46 € percent over last year s
PZ.85 bilhon was a result of the release of the second
tranche of the P2 50 bilhon BSP loan 1n connectian with
the renablitatior of Monte de Piedad and Savings Benl
(see Note 12) The P2.50C bilhon loan from the BSP was
removed from PDIC books in 1999 as explained earler.
Estimated insurance losses as of yearend 1998 amounted
to P16 78 billion or 38.8 percent higher than last ysars
P12 09 billion This account I1s Intended {o cover losses
from membet banks identified to have great probabiities
of closure where payment of insured deposits upon closure
mayv exceed estimated recovery of subrogated claims t:on
haguidation (see Note 1 1) The increase can be attrib 2d

tc the greater number of banke affected by stressecr =

banking system

Retainec earnings grew by P42 12 milion o7
percent ncreasing the deposit mnsurance func @ o

vearend 1998 to P3 27 biliion,




Challenges

*

CHALLENGES IN THE NEW MILLENNIUM

To support the country’s economic growth in the face
of Increasing globalization, 1t 1s imperative for Philippine
banks to be strong and internationally competitive. Towards
this end. a number of significant policies have been initiated
which include, among others, the gradual increase in banks’
capital requirements and relaxation of rules on bank
licensing and entry of foreign banks Banks expanded
rapidly In terms of resources especially in the early 1990’s
when the economy rebounded and recorded sustained
growth. Aggressive lending marked the period, and large
banks even diversified their portfolio towards investment
banking Funds from abroad were particularly significant
naugmenting banks' resources for financial infermediation.
Increase in the number of banking offices and new deposit
proaucts and services Introduced in the market further
en: nlea banks to solicit more funds to finance their
act “ities  Advanced technologlies were adopted to
effe ctively manage bank operations and provide better
clie 1t service

Amid all these positive developments however.
concerns were raised on the possible adverse effects of
ib=ralization to the banking sector and banks' rish exposure
o demands of economic expansion. Freer entry of new
benks led to the proliferation of smali banks as well as the
hiring of mmexperienced bankers in the industry. The
increased demand in FCDU loans, real estate. and
consumer loans during economic expansion exposed
banks to greater nsks. The extent of these nsk concerns
manifested when the Asian currency crisis struck in the
second hall of 1997
swresses in the banking system mountad as loan defaults
ciled up with the depreciation of the pesc.

Economic expansion halted. and

Lessons from the crisis underscored the need to
complemen: liberalizaton with consisient and market-
nriented macroeconomic pohcies to ensure that the

pporwunities createc through reforms wili not lead to

imprudence and excessive risk-taking among market
players The policy allowing for freer entry and licensing
of banks should be reviewed to prevent those unfit from
entering the banking business. To strengthen capital base,
mergers and acquisitions are being encouraged. The legal
framework within which banks operate 1s currently being
enhanced with the amendment of the General Banking Act
and the New Central Bank Act. Amendments to the PDIC
Charter are also currently being prepared. It 1s hoped that
these legal Initiatives would address Issues of transparency.
safeguards against bank abuses and excesses, promotion
of professional management, and a more leve! playing field
among banks.

Forits part, PDIC believes that the best protection that
can be provided o depositors Is t¢ ensure that banks are
managed well and are strongiy caprtalized reinforced by
greater information disclosure and transparency in the
system Timely and accurate information shouid be made
available to bank regulators and the depositng public as
well. Without access to timely imformation, bank regulators
capacity of detecting unsound banking practices and
imposing immediate corrective action i1s restrained and
depositors are subjected 10 risk of bank anuse and worse,
failures Currently the Law on Secrecy of Bank Deposits
prohibits regulators from inguiring into deposit records. thus
hmiting their examination function and their abihty 1o
ascertain accuracy of financial statements. Recently closed
banks showed that generally. bank records especially
deposit records. were poorly maintained necessitating
extensive validation and verification of accounts on the part
of PDIC.

Depositors on the other hand, need access to nformation

resulting In protractec claims processing.

to enabie them to make therr own judgment i their choice
of banks

Close coordination with BSP shall be continually
fostered especially in conducting joint examimations of




Chalienges

banks to ensure well-coordinated actions for effective
enforcement of standards and regulatory intervention. Less
regulatory forbearance should be enforced, specifically on
delay of ciosure of insolvent banks which cause
considerable disruption and suffering to depositors’ iives.
Overextended bank holidays, which create undue anxiety
and stress to depositors, should not be tolerated. Moreover,
banks’ external auditors should be mobilized to strengthen
supervision by requiring submission of their material
findings to regulators and making them more accountable
for their findings.

PDIC advocates for the development of private sector
capacity to carry out bank receivership and hquidation
functions to avoid subjecting receivership and liquidation
to the rigors of government auditing standards on
accountability of public funds Government rules preclude
early termination of liquidation which takes its toll on asset
quahty and exclusion from economic use. The ngidities in
government auditing severely restrict capacity to
compromise on collections of loans and negotiated sales
for early dispesal of assets

38

To carry out 1ts functions more effectively, the
Corporation shall constantly develop its personnel to
upgrade their skills and provide incentives to elicit
commitment and improve overall performance It shall
continue to pursue initiatives to obtain relief from the Salary
Standardization Law in order to enhance its ability to retain
and attract the high-caliber talent it needs to effectively
implement 1ts mandate

The Corporation shall also fortify its financial strength
by continuously building up its insurance reserves. The
pursuit of a healthy level of reserves is also in consonance
with the PDIC vision of achieving financial independence
with insurance funds generated from resources mobilized
by the system, and finally returning the government capital
infusion of P3.0 bilhon A comfortable level of reserves
may also lead to differentiated premium rates depending
on various risk factors.

PDIC 1s committed to relentlessly pursue strategies to
provide greater depositor protection through enhancement
of its capacity to meet the demands of the banking industry
in the coming millennium.




Financial Statements

EARATIVE STATEMENTS OF CONDITION

"sand Pesos) Increase/
itk (Decrease) 97-98

1994 1995 1996 1997 1998 Amount %
4
] ]Assets
Vash on Hand and in Banks {Note 2) 4,516 10,794 49,488 107,180 221,639 114,459 106 8%
R <01t Term Investments (Note 3) 4,911,231 4,748,875 1.013,118 1,249,840 528,322 (721,518) 577%
. leerest Receivable from Investments 431,804 573,856 455426 417,290 444,440 27.150 6.5%
E Other Current Assets (Note 4) 81,372 87,928 27,853 72,120 7,817 (64,303) -89 2%
'Total Current Assets 5,428,923 5.421,453 1,545.886 1,846,430 1,202,217 (644,212) -34.9%
“;/[ erm Investments (Note 5
E Government Secunties - Treasury Bonds (Dolfar) 102,895 128,266 132,271 207,574 208,100 526 0.3%
e Government Secunities - Treasury Notes/ Bonds (Peso) 0 2,023,031 8,752,839 12.085,924 17,132.991 5,077,067 421%
p Total Long Term Investments 102,895 2,151,297 8,885,110 12,263,498 17,341,091 5,077,593 41.4%
ncial Assistance to Banks (Note 6) 1,731,373 1,812,833 2,098,902 3,144,984 2,687,034 (457,950) -14.6%
e from BSP-Treasury (Note 7) 1,325,000 1,325,000
3 brogated Claims Receivable (Note 8) 3,014,393 3.077.753 3,136 470 3,203,433 4,315,936 1 112,503 34 7%
s: Allowance for Losses on Subrogated Claims Receivable 1,507,197 1,538,877 1,904,356 1.943,005 2,305,590 362,585 18 7%
Surrogated Claims Receivable - Assigned 210,692 250,736 329,050 329.583 325,565 O 0.0%
Ne Subro-gated Claims Receivable . 1,296,504 1,288,140 : 903,064 930.845 1,680,765 749,918 80.6%
'xed Assets (Note 9) 178,740 175.9677 7 173.863 166.417 17L,050 . 3,633 » 2.2%
bitier Assvets (Note 10) 82,648 76,286 79,825 85,547 £3.835 £.385 5.8%
JOTAL LSSZTS 8,821,083 10,925,977 13.686.650 » 18,439,721 24,502,088 6,062,367 32.9%

ABILITIES, DEPOSIT INSURANCE FUND AND CONTINGENT SURPLUS

ABILITIES
Current Liabilnies (Note 11) 349 226 203.105 212,473 265.075 263.208 (1.865) 07%
Long Term Liabifives (Note 12 1.521.000 1.671,000 1.671,000 2.846.000 4,171,000 1.325.000 46 6%
=stmated Insurance Losses (Refer to Note 1) 3.786.206 5,848,173 8571873 12,092,490 1€.762.414 4.689.924 38.8%
Otner Liabilities (Note 13) 250 69 3,298 7.682 14,384 6,707 87.3%
7T'JTFIFU;BILITIES 5,656,683 7,722,347 10:458‘644 15,211.245 1,231,011 é,019,768 39.6%

PEPQS!™ INSURANCE FUND

~armanent Insurance Fund (Note 14) 3.000.000 3,000,000 3.000.000 3,000,000 3,000,000 0 00%
\Hetamed Earnings 16@9 . 202.621 226.997 227,861 270.00¢ 512.148 B 18 5CL
TOTAL DEPOSIT INSURANCE FUND o 3.163& 3,202,621 3,226,997 3.227.861 3.270.008 42.148 1.3%
\Oﬂli\'SENT SURPLUS 1.072 1,009 1,009 615 1,068 453 ?3;730
TOTAL LIABILITIES. DEPOSIT INSURANCE FUND
~ND CONTINGENT SURPLUS 6.621,083 10,925,977 13,686,650 18.430.721 24.502.08¢ 6.062.,367 32.9%
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COMPARATIVE STATEMENTS OF INCOME AND EXPENSE

{In Thousand Pesos} Increase/
(Decrease) 97-98
1994 1995 1996 1997 1998 Amount 7%_7
GROSS ASSESSMENT (Note 15) 1,264,846 1,601,650 2,037,168 2,627,417 3,265,391 637,974 24.3%
Less. EXPENSES
Proviston for Insurance Losses 1,735,938 2,094,713 3089179 3,559,266 5,052,509 1,493,243 42 0%
Operating Expenses * (Note 16) 255,706 345.910 348,819 737,259 461.393 (275.866) -37 4%
TOTAL EXPENSES 1,991,644 2,440,624 3,437,998 4,296,525 5.513.902 1,217,377 28.3%
Excess of Expenses over Assessment (726.797) (838,973) (1,400,830) (1,669,108) (2,248,511) (579,403) 34.7%
INCOME FROM INVESTMENTS (pet of tax)
Treasury Notes/ Bonds (Peso) 0 107,126 823,652 1.304,820 1,959,621 654,801 50.2%
Treasury Bills 458,207 618,591 257,524 76,079 187,479 111.400 146 4%
Treasury Bonds (Dollar) 907 14.947 17,100 17,108 26,904 9.796 57 3%
Time Deposit 6,944 5,649 7,393 8,823 15.221 6,398 72 5%
Regular and Special Savings Deposit 162,638 531 281 1,309 6,433 5124 391 4%
Gain on Sale of Investments . 563 4334 - 0 8,788 3,0597 o J?.TZE) B jB 2%
TOTAL INCOME FROM INVESTMENTS (net of tax) 629.262 751,178 1,105,950 1.416.927 90717 781,790 55 2%
INCOME FROM FINANCIAL ASSISTANCE 108.418 99.161 108.990 123.386 gLl (29.641) 240
GAIN ON SALE OF FIXED ASSETS 0 0 212,90 31 [ 55 Tide
OTHER INCOME (Note 17) 2,690 3,671 2,662 2.348 2,675 525 22 4%
740,370 854,211 1.428,511 1,542,692 2.295421 752,729 48.8%
Net Income (Loss) Before Foreign Currency Revaluation 13573 15.238 27,681 (126.416) 46.910 173.326 ~1%
Gain (Loss) in Foreign Currency Revaluation (3 485) 7472 (3,239) 151,940 (11.644) (163.584) " 7%
NET INCOME 10.088 22,710 24.442 25.524 3L.26€ 9,742 2%

Note  Prior vears presentation was aajusted lor comparison

" Inclusive of subsidies for bank rehaniitation 1n the amount of P345 67 milton in 1987 and P38 23 million in 1998




Financial Statements

BATIVE STATEMENTS OF CASH FLOWS

'nd Pesos) Increase/

(Decrease) 97-98
1994 1995 1996 1997 1998 Amount %
owS FROM OPERATING ACTIVITIES
k. ved from member banks for assessments 1,264.025 1.601.530 2,036.665 2627.144 3,263,605 636.461 24 23%
rom savings deposits 871 709 339 1,638 7.849 6.211 379 18%
bns of Interest on financial assistance 81,719 56,767 131,117 105,946 85,639 (20,307) -1917%
f5om nvestments 430,953 762,288 1414,016 1,725,500 2,472,303 746,803 43.28%
Fns of vanous recetvables 2,170 1,299 1.796 3,233 5714 2481 76.74%
fons from subrogated claims 1,660 4,045 8.084 9,760 7 {9.753) -99 93%
neous income 631 653 2,731 4 401 2,119 (2,262) -51.85%
s inflows 3437 1,582 14.011 14,011
f.es ncurred for R/L of closed banks (3424) {4, 229) (4,184) (5, 237) (6,059) (822) 1570%
Fonts to suppliers (26,471) (76,724) (34,014) (89.014) (101.048) (42,034) 71.23%
énrs to employees (48.983) (73,183) (112,267) (157.673) (147.795) 9877 -6.26%
ances to BIR, HDMF, GSIS, etc. (18,704} (27,778) (27.805) (35,470) (31.921) 3549 -1001%
Baxes and other prepaid expenses (215,667) (141,850) (155.520) (210,024) (92.320) 117,704 -56 04%
Font of interest on BSP loans (737,128) (258,570) (128.931) (128,576) {129.285) (709) 055%
ent of Insured deposits (34,108) (67,406) (66,762) (76,692) (1,112,568) (1,035,876)  1350.70%
Bl outflows (3517) 0 {15,804) {100.2086) (201.964) (101.758) 101.55%
fash Provided by Operating Activities 697,464 1,777,551 3,051,242 3,704,730 4,028,286 323,556 8.73%
HFLOWS FROM INVESTING ACTIVITIES
boeds from matured investments 11.530.168 6.933.479 5,784,236 4,382,167 3,451,929 (930.238) -2123%
I from sale of Investment 565 4,334 0 8,788 3.05¢ (5,729) -85 19%
kction o iinancial assistance granted to member banks 333.987 33,584 62,245 129451 457.951 328.500 253 76%
siment miade by BSP FAQ PDIC {1.325,000: {1.325,000)
hesiments (11,729,790 (8,815.709) (8.778.289) (7.977.013) {7,805.211; 173,802 -2.18%
wcial a: istance granted to member banks (825,000) {75,000 (270.000) (1.500,000) ( 1,500.000 -100 00%
xeeds 1o sale of fixed assets 0 100 215,000 31 8¢ 55 177 42%
aofal expr_ ditures (8001 (2,287) (10,7571 £181) (+.440, 741 -14 300
i Cash [ uvided by Investing Activities (698.071) (1,921.500) {2,997,565) (4,961.757) {015,620, (257.869) 5.20%
ASH FLOWS FROM FINANCING ACTIVITIES
prowing: Tiom BSP for financial assistance 0 150.000 0 1,175,000 1.325.000 150.000 12.77%
dyment o loans to CB-BOL/BSP (25,213) (1,000) 0 0 0 0
dyment ot aividend to Natonal Government (4.415) (5.044) (11.355) (12.221) (12,762 (541, 443%
fror perioc adjustment to retained earmings 35484 {780} (66) 0 e 0
t Cash Provided by Financing Activities 5,856 143,176 (11.421) 1,162,779 1.312.23¢ 149.459 12.85%
flect of Forergn Currency Revaluation (3.485) 7,052 {3.562) 151,940 (€.440; (158.380) ~104.24%
etincrezss in Cash 1.765 6.278 38.694 57,692 114.45¢ 56.766 98.39%
ash anc Lash Equivalents at Beginning of Year 2.750 4515 10.794 49,488 107.18C 57.692 116 58%
Lash anc ash Equivalents at End of Year 4515 10794 49.488 107,180 221,636 114,458 106 79%
NetIncrease in Cash 1.765 6,278 38,694 57.692 114.45¢ 56.76€ 98.39%

Notes to Statement of Cash Flows
aProrye. presentation was agjusted 101 Companson
b} Cash batance includes all cash or hang and cash i Dank palances  Time deposts ana special savings deposits are classified as Investmants
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NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a

42

Basis for Recording

These financial statements are presented n accordance with
the generally accepted accounting principles (GAAP). These
statements do not include assets and hiabiltties of closed banks where
the Corporation acts as recerver or hquidator

Assessment

Member banks are assessed a maximum rate of 1/5 of
1 percent of total deposit labllittes per annum, collected on a
semestral basis. The amount of assessment s based on the average
deposit habihties as of end of March and June for the first semester
payable not later than 31July, and as of end of September and
December for the second semester, payable not later than 31
January of the following year Failure or refusal by any member
bank to pay any assessment due may lead to termination of its
insured status Late payment of assessment Is likewise subject to
Interest and penalty.

Financial Assistance

The Corporation may grant financial assistance to a member
bank for its rehabilitation, provided such asststance s the least costly
alternative In applying this concept, the cost of financial assistance
must not exceed amount of insured deposits at the time of
rehabilitation. Financial assistance may be in the form of loans,
purchase of assets, assumption of liabilities, or placement of deposits
to the recipient bank.

Investments

Unutilized funds are invested in government securittes, such
as treasury bills, notes and bonds (both peso and dollar) recorded
at cost and adjusted upon amortization of premium or discount
income on notes and bonds are accrued over the term of the
instrument. Final taxes paid upon placement are booked as Prepaid
Taxes and amortized over the term of the placement

Dollar-Denominated Assets

Dollar-denominated assets are carned at value as at transaction
date and revalued at applicable exchange rate at yearend

Adequacy of Insurance Reserves

The Corporation records an estimated loss for banks not yet
closed but identified through a monitoring process as hikely to fail in
the future This finding of probability of closure 1s the basis in
determining existence of a loss contingency that tniggers loss
recognition as defined in Statement of Financial Accounting
Standards (SFAS) No 7. The amount of estimated loss 1s determined
on an annual basts and reflects the best estimate as to adequacy of
reserves against future losses There are two types of provision for
losses booked

f1 A general provision calied Estimated Insurance Losses Is
Intended to adequately cover anticipated losses from member

banks identified to have great probabilities of closure where
payment of insured deposits may exceed recovery of assets
during liquidation. Up to 1995, estimates of the amount of
annual provision were based mainly on past recovery/loss rate
on subrogated claims This has been constantly enhanced
such that a new methodology of estimating insurance losses
implemented in 1996 was agamn modified In 1997 The new
methodology involves four basic steps 1) assessment of nisk
of bank closures using as basis a watchlist which identifies
and categonizes banks into degrees of probability of failure,
2) estimating the historical recovery/loss rates on subrogated
claims, 3) application of rate of loss on live banks identified in
step 1 as having probabiiity of closure, and 4) checking the
estimated level of reserves arrived at in the first step against a
benchmark ratio of insurance reserves to total deposits This
provision is presented as a hiability. Estimated Insurance Losses
for 1998 was arrived at using a simple nominal computation at
50 percent for rural banks, 40 percent for thrift banks and 20
percent for commercial banks This is a departure from previous
year’s computation which used present value rate of 8 percent
for 6 years Using this present value rate in 1998 would resuit
to Estimated Insurance Losses amounting to P23 63 billion
which, In the judgment of the management, was oo
conservative

f.2 Provision for losses on Subrogated Claims Recetvable
(payments made by the Corporation on claims for insured
deposits) Is estimated using the nominal rates of focses on
each type of closed bank unlike In 1897 where the ave ‘age of
the nommal and present value rates were used "~ his Is
presented as reduction from receivables Following « e tne
loss rates used

Nominal Rate

Commercial Banks 20%
Thrft Banks 30%
Rural Banks 50%

Accumulated Assessment L osses

Pursuant to Section 6(d) of Republic Act 3591, As Amei  =d,
accumulated assessment losses (insurance assessment coll- 24
from banks minus a) operating costs and expenses ¢ &
Corporation, b) additions to reserves to provide for insurance I .: .
and c¢) insurance losses sustained plus losses from preceding
in excess of such reserves) shall be carred forward to be ar iz
on assessments becoming due in subsequent years For -9t
excess of expenses over assessment 1s net of P350 million  se
which shall be carried forward to be absorbed by assessmer  dut
in 1999

Allowance for Uncollectible Accounts

Expenses incurred by the Corporation i, perforr =  Its
receivership and liquidation function are recoverable fror  osed
banks (pooked as Accounts Recetvable-Receiversr and
Liguidation) An allowance for probable losses on this ac .1t 18
booked computed at 70 percent of total receivables outste.. g at
yearend




b entories

Inventories of supplies and maternials, decals and standees,
hstage stamps and documentary stamps are recorded at cost Cost
E determined using the first-in first-out (FIFO) method

Eived Assets

Fixed assets are carried at cost and depreciated using the
traight line method as follows-

omputers, Furnrture, Fixtures, Equipment 3 years
biehicles 5 years
25 years

Buiding

. Starting Apnil 1997 estimated useful life of furniture, fixtures,
zquipment and books was revised from 5 to 3 years.

Lmployee Benefit Plan

: The Corporation has a contributory Provident Fund covering
all employees. The fund is divided into provident fund and housing
giund Employee contributes 5 percent of basic salary to each fund
fwhiie the Corporation puts in a total of 45 percent Corporate
¥ contribution 1s vested to the employee after completing a year of
service In the Corporation

‘Accumulated Net Income Adjustment

Recording of prior period adjustments 1s made in compliance
witr SFAS No 13  The Corporation considers as matenal prior
' pelsd adjustment amounting to P1 muliion.

PTE 2 - CASH ON HAND AND IN BANKS

Js account includes the following

1997 1998

(in Thousand Pesos)

sh on Hand P 99,651 P 98,145
sh in Bank - Principal Accounts 1,015 954
hin Bank - Direct Settlement of Claims 1,726 22,117
sh in Bank -Transferee Banks 4781 100,416
e from BSP 7 7
To‘:a[r P 107,180 P 221:6;

The Cash on Hand balance includes checks and other cash items
mountng to P98.06 millon recewved after banking hours on the last
orking day of the year and deposited the following banking day Cash
Bank - Principal Accounts refers to payroll and corporate operating
Unds  Tash in Bank ~ Direct Settlement of Claims and Cash in Bank -
fansferse Banks refer to funds for payment of insured deposits claims
b depocitors of closed banks Direct settiement of claims Is a mode of
Paymen. of insured deposits whereby disbursement officers of the
Orporz 1ton are deployed to the closed banks to service depositors  Under
€ tranzieree bank scheme, the Corporation enters into an agreement
th La:id Bank branches within the vicinity of the closed banks for the
atter t¢ service claims of depositors of closed banks on behalf of the
Orporz.iion

Notes to FS

NOTE 3 - SHORT TERM INVESTMENTS

This account includes the following

1997 1998

(In Thousand Pesos)

Treasury Bills @ P 1,020,452 P 83,948
Doliar Ttme Deposits © 229,388 257,174
Special Savings Deposits - 187,200

Total P 1,249,840 P 528,322

* Refers to government securities guaranteed as to principal by the Republic of the Philippines
and 1ssued by the government through the Bureau of Treasury, with terms ranging from 352 to
364 days at interest rates of 17 05 percent to 22 49 percent  The decrease 1s due to pre-
termination to service claims for msured deposits in 1998 and shift to long term mvestments

“ Refers to dollar placements in time deposit with terms ranging from 35 to 120 days at interest
rates of 5 43 percent to 5 92 percent, net of 7 5 percent final tax

NOTE 4 - OTHER CURRENT ASSETS

This account includes the following

1997 1998

(In Thousand Pesos)

Accrued Interest on Financial Assistance = P 37.684 P 328
Prepaid Expenses v . 28,449 2,282
Inventory of Suppiles and Maternals * 740 3,095
Accounts Recelvable ? 4,605 1,338
Due from Officers and Employees 260 232
Others 382 542

Total P 72120 P 7817

The rollowing banks paid in full the outstanding balance of financial assistance including accrued
nterest a) Insula: Bank (P224 million). b) Network Rural Bank of Southern Philippines (P75
million}), ¢} Westmont Bank (PO 155 milion), resulting In the decrease in accrued interest
balance on financial assistance

The significant decrease in Prepaid Expenses was due to the decrease In payment of final
taxes brought about by the decrease in Investments In treasury bills

¢ In 1998, purchase of semi-expendable supplies and matenial 1s booked under Inventory account
as against previous practice of recording the same under Expense account

The two more significant balances are for training expenses advanced by PDIC but
reimbursabte fiom ADB Technical Assistance grant under its training componen: (P629
thousand) and assessment from banks (P356 thousand) The sharp drop refers to receivable
from Provident Fund in 1997 that was settled in 1998

Interest rates on financial assistance to vanous banks range from
4 percent for Philippine Veterans Bank to 6 percent for Westmont Bank.
and mnterests due are accrued monthly (please referto Note 8) P539.26
thousand or 24 percent of prepaid expenses refer to prepaid taxes on
treasury bills

NOTE 5 - LONG TERM INVESTMENTS

PDIC’s long term mvestments are composed of peso and dollar-
denominated treasury bonds/notes
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1997 1998

(In Thousand Pesos)

Govermnment Securtties -Treasury Bonds (Dollar) P 207,574 P 208,100
Government Securities -Treasury Notes/Bonds (Peso) 12,055,924 17,132,991
Tota! P 12,263.498 P 17,341,091

The Increase In long-term investments was funded by assessments
collected from member banks. interests from fixed rate treasury notes/
bonds and the shift from short-term to long-term invesiments

NOTE 6 - FINANCIAL ASSISTANCE TO BANKS

This account includes the following

1997 1998

(In Thousand Pesos)

Loan Assistance
insular Savings Bank P 208,000 P
Network Rural Bank of Southern Phils 75,000
Purchase of Asseats
Monte de Piedad and Savings Bank (Keppe! Monte) 1,175.000 1,175,000
Westmont Bank * 1,317 500 1162,500
Philippine Veterans Bank 39,901 19.951
Non-interest bearng notes of varous
Rural Banks thru Land BanﬁlEP) 529 583 329.583
Total P 3,144,984 P 2.687.034

Except foi the Philippine Veterans Bani loan, financial assistance
to other banks was for rehabilitation support, with PDIC as sole party in
the case of Insular Savings Bank and Network RB of Southern Phiiippines
(both have settled principal obhgations In full as of yearend 1998) and
PDIC with BSP and LBP in the case of rural banks Financial assistance
to Philippine Veterans Bank Is a restructured subrogated claim as
mandated by law with Interest rate of 4 percent per annum Monte de
Piedad and Savings Bank s the first rehabilitated bank that receved
assistance through purchase of assets to clean up balance sheet,
therefore did not invoive any repurchase arrangements The purchase
was funded jointly by PDIC and BSP, with PDIC share Imited by least
cost considerations or where cost of asset purchase 1s less than estimated
loss in case of closure of the bank BSP share was coursed through
PDIC This amount was removed from the books in 1999 in compliance
with the recommendation of the Commission on Audit (see Note 7)

On 3 May 1999, the PDIC Board of Directors declared Keppel Monte
Banh (former Monte de Piedad and Savings Bank) to have substantially
complied with rehabilitation milestones set by the PDIC Board in May
1997 thereby rendering unnecessary previous requirements for the
repurchase of assets and tor appointment of & PDIC nominee Directo! to
the Bank s Board

* As of 30 June 1998 the following have outstanding accumulated
deferred interest relative to the financial assistance granted by PDIC

a) Insular Savings Bank - P126.78 milhon. Under PDIC Board
Resolution No. 98-06-053 dated 18 June 1998, said amount has
been approved for condonation subject to the Bank's attainment of
rehabilitatton milestones

b) Westmont Bank — P352.99 million

NOTE 7 - DUE FROM BSP — TREASURY

The BSP share of P1.175 billion in the purchase of assets of Monte
de Piedad and Savings Bank was coursed through PDIC through a loan
of P2.5 billion at 4 percent interest rate  The balance of P1.325 billion
was invested by BSP Treasury Department in government securities that
will cover the cost of the P1 175 biliion loan plus nterest on the P2.5
billlon loan This 1s governed by Fund Management Agreement between
PDIC and BSP dated 12 December 1998 This likewise has been removed
from the books In 1999

NOTE 8 - SUBROGATED CLAIMS RECEIVABLE

This account refers to claims of PDIC ansing from payment of insured
deposits In closed banks. On the other hand, the Subrogated Claims
Recelvable Assigned account represents amount of subrogated claims
assigned to BSP in exchange for notes recewvable from banks that availed
of the Countryside Financial Institutions Enhancement Frogram
administered jointly by PDIC, Land Bank of the Philippines (LBP) and
BSP Recelvable from LBP under Note 6 1s due at the end ¢” seven
vears from 1ssuance of negotiable promissory notes by LBP to the availing
rural bank and collection thereon will be used to redeem the sub' ogated
claims assigned to BSP  The promissory notes were 1ssued tc -arious
rural banks between 1992 and 1996.

This account Includes the following

1997 168

(in Thousand Pesos

Total Subrogated Claims Receivable P 3384523 P 44 026
Less Recoveries 181,090 1 080
Subrogated Ctaims Receivable (Net) 3,203,433 4.2 936
Less Subrogated Claims Recelvable Assigned 328,583 3. 383

Allowance for Losses © 1,943,005 230 e

Net P 930,845 P 16

In 1998 40 banks were ordered closed by the Monetary Boz ~ witi
closure orders implemented by PDIC in only 23 banks The ret:  ning
17 banks located in the Lanao provinces have been non-operation  aincé
the 1970s/1980s but were ordered closed only In November 19¢  The
insured status of these banks were terminated only i January 1¢ - after
PDIC was granted this power through amenament oi its Charte. 1@ 23
closed banks had total estimated insured deposits of P2 53 billi- - aut of
total deposits of P5 48 billion  Processing of insured deposit clain regan
for 18 banks during the year with the following considered bigir -~ mM$ of
Insured deposits paid:




Estimated Insured

Closed Bank Deposits Claims Paid
(in Million Pesos)

= ommercial Banking Corp 834 81 421 81
savings and Loan Association 953 25 301.81
ke Savings and Loan Association 248 68 157.92
nity Savings and Loan Association 165 34 29 44
b nconada 34 69 25.96
k- evelopment Bank 31.33 23.26
iilaba 1477 1178
entral Mindanao 3785 1071
Total 2,320.72 982.69

Fing average rate of losses differentiated n terms of clams paid for each category of
.- 1.6, commeicial, thrift and rural based on experience |n 1998, same method was
i;'u(no adjustments were made for time value of money

- FIXED ASSETS

ount includes the foliowing

1997 1998
(In Thousand Pesos)

P 26,206 P 26,206

i 146,763 146,720
Jure, Fixtures, Equipment and Books 78 445 97,019
s 251414 269,945
Fllowance for Depreciation ) 82 997 97.895
Net Boovk Value ) P 168,417 P 172,050

P

-Depreciation expense for 1997 and 1998 amounted to P16 3 million
IP15.1% million. respectively

JTE 10 - STHER ASSETS

paccount includes tne following

1997 1998

(In Thousand Pesos)

ounts Recelvable Financial assistance

to varivus banks subsequently closed ¢ P 158084 P 158,084
ious Closed Banks-Receivership and
Liguidation Expenses b 87 455 114,111
lVIdent Fund © 24,718 24,718
er Bank:-Assessment Deficiencies © 12 817 12,817
b-total 283,074 309.730
fhers 3325 2,202
plal 286 399 311,932
s Allovi«nce for Probable Losses 200 852 217,999
Net P 85.547 P 93.933
This refere 1 fimancial assistance granted to various banks which failed to recover and eventually
closed / 0 percen* allowance Is proviged becausc these banks do not have enough assets
paytn.  cbligations
These ay. xpenses incuned by the Corporatior: in pertormine ite mandate as receiver anc

ligudate s closed banks  An allowance of 70 percent ot ine cutstanding balance 1s provided
N view ¢ iy recovery rate on closed banks (piease rete, 10 Note 1h,

This rey, sents seed money for the regular and housing fund (P11 million, ana ca, tuno
(P13 7 nullion)

These Sl outstanding assessment aeficiencies unae: piotest by Republic Planters bant
P01~ Llioni and Ciubank (P12 67 million)
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NOTE 11 - CURRENT LIABILITIES

This account includes the following

1997 1998

(In Thousand Pesos)

P 119,190

Accrued Interest Payable to BSP P 104,317

Accounts Payable — Various 64,818 81,493

Others 95,938 62,525
Total P 265,073 P E};O‘B

Interest on loans payable to BSP s due every 2nd day of July to
mature on 02 July 2013 (please referto Note 12) The Accounts Payable-
Various refers to the amount due to various suppliers/creditors Classified
under Others are’ &) due to officers and employees (P13.38 miliion),
b) prowision for retirement (P31 51 million), and ¢) dividends payable to
the National Government representing 50 percent of net mcome for the
year (P17 63 million)

NOTE 12 - LONG TERM LIABILITIES

These consist of: (a) P1.521 billion loan from BSP at 8 5 percent
matuning on 2 July 2013 proceeds of which were used to service insurance
claims in the 1980s (P1 450 billion) and asststance to other banks (P71
million), (b) P150 mullion loan from BSP at 9.9 percent used to provide
financial support in the merger of several rural banks: and (c) P2 5 biliion
loan from BSP in connection with the rehabilitation of Monte de Piedad
and Savings Bank This last item was removed from the books in early
1999 (see Notes 6 and 7)

NOTE 13 ~ OTHER LIABILITIES

This account Includes the following

_ o teeT 1998
- o (In Thousand Pesos)

Deferred Assessment P 302 P 302
Deferred Service Income 7,380 11.731
Deferred Credits 2,356
B Totali N P 7.52 P 14,389

The Deferred Assessment account refers to overpayment by banks
of assessment creditable to subsequent assessment period. while
Deferred Service Income 1s not actually an income but reimbursement of
part of salary and other benefits of PDIC officials supervising recetvership
and liguidation function temporanly booked as such pending actual
collection These are charged to ciosed banks (unde: Accounts
Recewvable - Recelvership and Liquidation) and shall be reversed as a
reduction to operating expense upon collection Deferred Credits account
refers 10 the contra-account of Inventory Supplies and Matenals — Semi-
Expendable booked as such in comphance with COA regulations

NOTE 14 - PERMANENT INSURANCE FUND

This 1s the total capital provided by the Nationa! Government by
virtue of R A 3591, As Amended Full capitalization was reached Iri 1094
with the conversion to equity of the National Government the P977 8
million obligation of PDIC to the then Central Bank of the Philippines
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NOTE 15 — GROSS ASSESSMENT

This represents assessment collected from member banks (please
refer to Note 1b). Assessments collected during the past two years were

as follows®

This account includes the following

1997 1998

(In Thousand Pesos)

Commercial Banks P 2,343,570 P 2,891,882
Thnft Banks 218,132 291,061
Rural Banks 65,715 82,448

Total P 2,627,417 P 3,265,391

NOTE 16 — OPERATING EXPENSES

Included in this account is the discount amounting to P38.23 million
on the face value of assets repurchased by Westmont Bank in
consideration of its meeting target milestones during rehabilitation period
defined under the financial assistance agreement such as positive
profitability and capital infusion

NOTE 17 - OTHER INCOME

Booked under this account are non-recurring income items that
cannot be classified under the reguiar income accounts Among those
included in this classification are collections from three banks on contested
assessment biliings of previous years, leasehold payments for office space
by closed Pacific Bank, interest and penalties on late payments of
assessments, dividends from PLDT. and proceeds from sale of oid
newspapers

NOTE 18 - CONTESTED BILLINGS

The following banks, in compliance with Regulatory Issuance No
92-1 regarding rules and regulations governing the posting of secunty
deposit by banks with contested billings, have maintained escrow deposits
as follows:

Assessment Escrow
Name of Bank Deficiency  Deposits Trustee
(In Thousand Pesos)
PNB — Republic Bank 643 643  Philippine National Bank
Citibank, N A & 281,493° 281,700 Bangko Sentral ng Pilipinas
Total 282,136 282,343

The following banks have yet to maintain escrow deposits

Assessment Escrow
Deficiency Deposits
(In Thousand Pesos)

Name of Bank Trustee

Bank of America # P 51,315 0 -
Hongkong and Shanghal Bank 21,293 0 -
Total P 72,608

* These foreign banks contested the assessability of certain labilites considered by PDIC as
deposits  PDIC filed a Notice of Appeal in July 1898 after the Pasig Regional Trial Court
rendered its decision in favor of these banks in June 1398

v Bioken down as follows

(In Thousand Pesos)

Principal 152,034
interest 129,459
Total 281,493

NOTE 19— STATEMENT OF CONDITION OF CLOSED BANKS UNDER
RECEIVERSHIP/LIQUIDATION

No. of Assets Liabilities
Type of Bank Closed As of 31 December 1998
Banks {In Milhon Pesos)
Commercial —in o P 662032 P10 041 12
Thaft 43 6083 21 6,387 64
Rural 287 173142 2,754 28
Total 332 P 14,440.96 P 19,183.06
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PDIC PRESIDENTS

Jesus C. Razon' Luis Tirso Rivillaz
(1964 - 1968) (1968 - 1983)

Ernest Leung
(1994 - present)

Eugenio Nierras. Jr.® Vitaliano N. Nahagas I
{1983 - 1988) (1988 - 1294)

Assistant t¢ the Cenwra' Bant Governol concuirent Acting PDIC Thairman
Served as PDIC Board Chalrmar, concurrant Presiden:
Deputy Governot of the Centia Bank concurrent Acting PDIC President
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/

pDIC HIGHLIGHTS, 1963-1998

1963

oy
> pDIC Charter. Republic Act 3591 was enacted providing for
. Authorized capital as permanent msurance fund (PIF) in the
amount of P5 million
» Maximum imsurance coverage of P10,000 per depositor
» Three-man Board of Directors
« Voluntary membership of banks
« Extension of financial assistance to insured banks when continued
operation of such banks 1s essential to provide banking service in
the community

1964

-
> Republic Act 4083 appropriated P5 miliion from the General Fund to
constitute the PDIC PIF,

¥ > Jesus C Razon, Assistant to the Central Bank Governor, was appointed
£ Acting PDIC Chairman

LQG8

> PDIC formally started its operations with the appoiniment of the first
members of the Board of Directors
it « Chairman and President Luis Tirso Rwvilla
+ CB Governor Alfonso Calalang
» IWr Basllio Estanislao

¢ 1969

; » PDIC conducted special payoff operations in eight closed uninsured
pank.s using the P15 mitlion fund appropriated under Republic Act 5517

> Repubiic Act 6037 provided for compulsory membership of any bank
or banking nstitution engaged in the business of recelving deposits

E 1o7c

> First pavoff was conducted by PDIC under Republic Act 3591 in Rurat
_’ Ban!: of Nabua (Camarines Suri Inc

PDIZ started assessment of member banks total deposit iabilities at
‘ the rate of 1/18 of 1 percent

1972

> Republic act 6426 instituted the Foreign Currency Deposit System in
tdhe Phuliopines and provided insurance cover for foreign currency
eposie

1973

b Presicential Decree 120 raised the PIF from P5 miflion to P20 mifison

1675

> Presidennal Decree 852 removed the ceiling of P100 million on

aggregaie porrowings of PDIC from the Central Bank for insurance
purpose:

1977

> The PDIC Board of Directors increased annual assessment rate from
1/18 of 1 percent to 1/15 of 1 percent of total deposit habilities starting
the semester ending 30 June 1977

1678

> Presidential Decree 1451 Increased maximum Insurance coverage from
P10.000 to P15.000

1881

> For the first ime, by virtue of Monetary Board Resolution No 459, the
PDIC Chairman was appointed Liquidator of six rural banks placed
underdrecelvershlp by thiCanUaLEg_nL -

1983

> Executive Order 890 reconstituted the PDIC Board of Directors with
the CB Governor as Chairman, PDIC President as ex-officio Member
and Deputy Minister of Finance as Member

> Eugenio Nierras,Jr, Deputy Governor of the Central Bank, was
appointed Acting PDIC President

1984

> Presigential Decree 1897 Increased maximum Insurance coverage from
P15.000 to P40.000

> Presidential Decree 1940 infroduced more amendments to Republic
Act 3596
 Created PDIC Provident Fund
« Excluded trust funds from insurable deposits
» Made PDIC a preferred creditor ovel unsecured creditors of a
closed bank

1985

> Presidential Decree 1985 increased PIF from P20 million to P2 biliion

> Assessment rate was increased from 1/15 of 1 percent {0 1/12 of
~ percent ofitotral depostt liabiliies

198

> Forthe first ime. the Monatary Board designated PDIC as recerver for
rural banks that were closed during the yeal

> Vitaliano N Nanagas Ii from the private sector was appointed PDIC
Prggdem

1988

> Waorld Bank approved & US $1 7 million grant to the Corporation
through the Japanese Export-import Bank Facility which proviged for
intensive human resource development and systems and technology
upgrading
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1990

PDIC, together with the Central Bank the Land Bank of the Philippines
and a World Bank Mission participated in a Rural Finance Project which
focused on the evaluation of the rural banking sector and the formulation
of a comprehensive strengthening program The program was
envistoned for rural banks to reduce the burden of debt to the Central
Bank, raise their capital, attain economies of scale. and become more
competitive In the banking system

>

1991

For the first time, PDIC pilot tested its examination function under a
nisk monitoring system devised with the assistance of SGV and Co
Limited scope examinations were conducted on selected samples of
commercial and thnift banks

The Countryside Financial institutions Enhancement Program was
devised and implemented by PDIC. CB and LBP as a comprehensive
program for strengthening the rural credit system, a result of the Rural
Finance Project started 1n 1990

The Information Systems Strategic Plan (ISSP), a comprehensive
corporate-wide computernzation plan that incorporates short to long
term strategy that will raise the efficiency and effectivity of the different
line and staff support services through information technology was
implemented

>

1992

Republic Act 7400 was approved on 13 April 1992, amending Republic
Act 3591 with the following major provisions
= maximum deposit insurance coverage Increased to P100.000 from
P40,000
« increased assessment rate to 1/5 of 1 percent of total deposit
habilies trom 1/12 of 1 percent effective 1983
+ 1ncreased PIF to P30 billion from P2 0 billion
» granted PDIC the power to conduct independent examination of
banks
+ shortened prescriptive period for filing of claime for msured
deposits to 18 months after closure instead of 18 months after
order of hquidation of a closed bank
« PDIC became mandatory receiver and liquidator of banks ordered
closed by the Monetary Board
» Iincreased numbetr of Board members from 3 to 5, with the inclusion
of 2 representatives from the private sector to be appointed for a
term of 6 years

>

1994

Emest Leung Acting Secretary of the Department of Finance was
appointed PDIC President

1995

> The joint takeover and presettlement examination scheme was

introduced to shorten claims settlement operations This scheme
provided for the simultaneous takeover of the assets and affairs of a
closed bank and examination of deposit accounts. activities which were
previously undertaken in sequence

1996

> The joint takeover and presettlement scheme was further enhanced

to include communication staff to provide depositors mformation on
PDIC activities prior to the settlement of claims for insured deposits
and basic documentary requirements for the filing of claims

> Further innovations in PDIC claims settiement operations were

implemented

« Insured deposits not exceeding P1 000 are paid in cash instead
of the usual practice of paying all depositors in checks

» payment of claims for insured deposits of less thar, P500 may
start promptly upon validation, without passing through the
ngorous deposit examination process

» simplification of requirements for accounts of deceased depositors
with balances not exceeding P5,000

+ implementation of the Emergency Pay-Out Facility wnerein the
PDIC President, under mentorious cases. may allow the payment
of claims or P5,000, whichever Is lower, even before 1ne official
start of claims settlement operations in a closed bank

1997

> Computer-assisted bank audit was introduced with the use o the Audit

Command Language facilitating data presentation and ana! sis.

> ATechnical Assistance (TA) Grant from the Asian Developm at Bank
- . .(ADBj Iinthe amount of US $742,000 was approved in Decemb-: r aimed

towards capacity building of the Corporation

1998

> The ADB TA grant was implemented with the hiring of foreign an local

consultants in the field of bank supervision and examiation.
management information systems, human resource and legal creas,
resource persons from foreign counterpart deposit insc.ance
companies were also tapped to provide expertise

A World Bank Project amounting to $353,765 was approved in 4 .1gust
aimed at providing consultancy services and training on & .AIms
management receivership and hquidation of closed banks thugh
seminars, study visits and mternship programs
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Edgardo B. Espiritu

Ernest Leung

BOARD OF DIRECTORS

As Secretary of the Department of Finance (DoF), Mr. Espiritu also serves as
Chairman of the PDIC Board of Directors and at the same time represents the
Philippines as Governor to the Asian Development Bank and the World Bank Group
and as Alternate Governor to the International Monetary Fund. Prior to his appointment
at DoF, Mr. Espiritu was President/Chief Executive Officer of Westmont Bank.

In recognition of his performance in the banking community, Secretary Espintu
has received various citations and awards which include, among others, Outstanding
Performance in the Field of Banking (1994) given by the U.P. Law Alumni Asscciation,
The Outstanding Filipino (TOFIL) in the Field of Banking (1989) from the Philippine
Jaycees Senate, Banker of the Year (1987) from the Bank Administration Institute
(Philippine Chapter), and Upsilon Noble and Outstanding Awards (1987) from the
Upsilon Sigma Phi Alumni Association.

A member of various civic and professional organizations, Mr Espiritu completed
his Bachelor of Laws from the University of the Philippines and recelved an Honorary
Doctorate Degree in Bank Management from the University of Baguio in 1988,

Appointed PDIC President in 1994, Mr. Leung serves as the Vice Chairman of the
PDIC Board of Directors and Chairman of the Central Bank - Board of Liquidators. He
spent most of his professional years with the Finance Department starting as Special
Technical Assistant to the Minister of Finance. and later served as Assistant Secretary
for International Monetary Affairs. and subsequently as Undersecretary. Concurrent
to his position at DoF, he worked as Alternate Executive Director at the World Bank
and International Monetary Fund He was Acting Secretary of Finance prior to his
appointment at PDIC.

ABachelor of Arts in Natural Science graduate of the Ateneo de Manila University,
Mr Leung obtained his Master of Arts degree in Development Economics from Wiliiams

Coliege. USA. under the Ford Foundation Fellowship.
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in July 1993, Mr. Singson was appointed the first Governor of the Bangko Sentral
ng Pilipinas, formerly Central Bank of the Philippines, and Chairman of the Monetary
Board. He joined the Central Bank of the Philippines in 1955 and rose to become
Senior Deputy Governor. He left the Central Bank in 1992 to assume the post of
President of the Philippine National Bank.

He holds the distinction of being named Central Bank Governor of the Year for
two successlive years, 1996 and 1997, by Asiamoney Magazine.

Mr. Singson obtained his Bachelor of Laws from Ateneo and placed second in the
Gabriel C. Singson Philippine Bar Examination. He received his Master of Laws from the University of
Michigan as a Dewitt Fellow and Fulbright Scholar

A lawyer, banker, and businessman, Mr. Querubin sits as Director in various
corporations.

Mr. Querubin previously served as Executive Vice President of Citytrust Banking
Corporation, President and Chief Executive Officer of the Boston Bank of the Philippines
(now Bank of Commerce); Chairman of Penta Capital investment Corporatior. and
Vice Chairman of Penta Capital Finance Corporation. He was a Director of the Bankers
Association of the Philippines (BAP) for several years He also provided consuliancy
services to the Bangko Sentral ng Pilipinas and Bank of Southeast Asia

i
< .
po

Cesar U. Querubin Aside from his banking experience, Mr. Querubin was a Bar Examiner, once n
Taxation and twice in Mercantile Law. He spent fifteen years in the teaching profession,
having served as professor and special lecturer in law, banking and finance, economics
and business management in several law schools and universities.

Mr Arnaldo 1s currently Chairman and President of the Cavite Agro-Industrial & 1d
Development Corporation and C.F. Arnaldo. Inc. and Director of Himlayang Piiipir .
Inc  Prior to his appomtment at PDIC, he was Chairman and President of the Ru:-|
Bank of General Trias. Inc

He 1s a recipient of many awards which include among others, 1966 Businessme.’
of the Year by the Radic and TV Broadcasters of the Philippines. Most Distinguishe’
Alumni. and Most Outstanding Citizen of Generat Trias 1n 1981.

A Bachelor of Science in Commerce graduate of the University of Stc. Tomas. Iv..
Cesar S. Arnaldo Arnaldo obtained his Master in Business Administration from the New York Universit..

(o4}
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PDIC Officers

LIST OF OFFICERS*

CORPORATE DIRECTION AND CONTROL
SECTOR

Office of the President
ERNEST LEUNG
President

ESTER B. BINALLA
Corporate Execunive Officer I!

VICENTE T. DE VILLA Il
Corporate Executive Officer 1

Office of the Corporate Board Secretary
ANN CLAIRE C. CABOCHAN
Corporate Board Secretary V

VICTORIA P. MARTINEZ
Corporate Executive Officer I

Office of the Executive Vice President
RICARDO M. TAN

Execulive Vice Presigent

JOSE RAYMUNDO O. GONZALES
Corporate Executive Officer 1

MA. CARMEN ROSARIO Z. RECITAS
Corporate Executive Officer |

Office of the Vice President-
Special Services

CATHERINE F. BAMBA
Vice Presiaent

Planning Center
SANDRA B. CATRAL
Assistant Department Manager I

JOSE G. VILLARET. JR.
Chief Research Specialist

Information Technology Center
RODANTE G. PINEDA
Lepartment Manager 11!

JOSE ALEXANDER G. FESTIN
Corporate Executive Officer |

Chent Services and information Center
AURAMAR DE ONON-CALBARIO
Corporate Executive Officer |

NIMFA D. CAMUA
Corporate Executve Officer !

Management Control Office

ARMANDO L. QUILALA
Vice Presigent

FILOMENA E. JONGCO

Assistant Depanment Manager I
ZENAIDA A. VILLAROMAN
Assistant Depaniment Manager Il

CARLITO B. BANAAG
Corporate Executive Officer |

QURALENE P. PATALINGHUG
Corporate Executive Oficer |

MARILOU G MIRANDA

Corporate Executive Officer |

LEGAL AFFAIRS SECTOR

Office of the Vice President-
Legal Services

MANUEL LINO G. FAELNAR

Vice Presidem

= < Deczmros 1aie

Legal Services for Operations Center
FERNANDO S. ABADILLA

Assistant Department Manager I/

MA. LOLITA S. LIBUNAO

Attorney IV

LUISITO Z. MENDOZA

Attorney 1V

NOLA OLYMPIA J. SILERIO
Attorney IV

Legal Services for Administration Center
JOSETTE SONIA H. MARCILLA
Department Manager i1

MARIE HAZEL V. CIRIACO

Attorney IV

MA. LUISA R. MIRANDA
Legal Officer IV

Office of the Vice President-
Litigation and investigation Services

PABLO Y. ROMERO, JR.
Vice President

R & L Litigation Center

MA. ANTONETTE B. BOLIVAR
Assistant Department Manager I
NANCY L. SEVILLA

Attorney 1V

MARIVIC C. ARRIOLA

Attorney IV

MELVYN M. GONZALES

Legal Officer I\

RICARDO C. ESTRABO
Legal Officer I\

Corporate Litigation Center
JESUS G. SERRANO
Department Manager 11!

MARY ROSALIND A. ALARCA
Assistant Department Manager Il

Investigation Center

PIO B. CHAN, JR.
Department Manager Il
RICARDO D. ANTONIO
Corporate Executive Officer |
SUSANNA R. CAROLINO
Corporate Executive Officer |

HERNANDO L. CATIGBE
Corporate Executive Officer |

INSURANCE AND EXAMINATION
SECTOR

Office of the Vice President-

Insurance and Bank Performance Monitoring
FLORDELIZA F. RAMOS

Vice Presiaent

Insurance Office
JOCELYN J. NEPOMUCENO
Departmen! Manager II!

MA. TERESA C VESTAL
Corporate Executive Officer |

Bank Performance Monitoring Center
BENJAMIN M SALES. JR.

Department Manager I,

JANET B. AGUILA
Corporate Executive Officer |

ANTONIO MA. BENJAMIN B. FUENTES

Corporate Executive Officer |

LOURDES H. ILARDE
Corporate Executive Officer |

Office of the Vice President-
Field Examination

NOEM! R. JAVIER
Vice President

POLO L. PANTALEON
Corporate Executive Officer If

Field Examination Center |
ANITA R. GONGON
Assistant Department Manages 1/
MA. LUCILA H. REYES
Corporate Executive Officer |

HERMINIA S. MORALES
Corporate Executive Officer |

Freld Examination Center il
ALTEO C. MALABUYOC
Assistant Department Manager 11

SHIRLEY G. FELIX
Corporate Executive Officer |

Office of the Vice President-
Special Actions and Assistance

RESCINA S. BHAGWAN!
Vice President
CAROLINE LORETO E. VASQUEZ

Corporate Executive Ofricer !

Financial Assistance Management Center
MA. ANA CARMELA L. VILLEGAS
Department Manager Il

JOSEFINA J. VELILLA
Assistant Department Manager It

MA. ROSARIO T. MOJICA
Corporate Executive Officer |

Failure Resolution Center
SANDRA A. DIAZ
Department Manager ifl

MA. ESTER D. HANOPOL
Corporate Executive Officer |

CLAIMS. RECEIVERSHIP AND
LIQUIDATION SECTOR

Office of the Vice President-

Claims, Receivership and Liquidation i

ELENITA B. VIDAL
Vice President

Presettlement Examination Center
FLORDELIZ C. PORSOVIGAN
Department Manager 1!

VICTORIA M. CANCINO
4ssistant Department Manage- !

NERILYN C. ABOGADO
Corporate Executive Ofnicer
Ctaims Settiement Center

TEODORO E. GALLARDO
Department Manager 11!
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VIVENCIO M. MANIAGO
Assistant Department Manager 1

ROSENDA L. BARRIL
Corporate Executive Officer |

CRL- Data Center
ELIZABETH E. OLLER
Department Manager il
NICANORA H. BAG-AO

Corporate Executive Officer |

LUISITO M. CARREON
Corporate Executive Officer |

MA. THERESA B. SALCOR
Corporate Executive Officer |

Office of the Vice President-
Claims, Recetvership and Liquidation Il

AURORA C. BALDOZ
Vice President

R & L Takeover Center
TEODORO JOSE D. HIRANG
Department Manager i}
FERDINAND M. BELUAN
Assistant Depantment Manager if

ELMER JUAN C. HABER
Corporate Executive Officer |

Asset Administration and Recovery Center |
RENATO N. PULIDO
Assistant Department Manager I
BENEFICO M. MAGDAY
Assistant Department Manager If
ANTONIO V. MARQUEZ
Asststant Department Manager /i
ANGEL B. OBRERO
Assistant Deparimen! Manager !
ZOSIMA D. LACONSAY
Corporate Executive Officer |

BERNARDO A. TABUGADER
Corporate Executive Otficer |

Asset Administration and Recovery Center Il

TERESITA D. GONZALES
Deparntment Manager Il

LEVY C. CRUZ
Assistant Depantment Manager il

Provident Fund Office

IMELDA R. SALGADO
Assistant Department Manager I}

MARY ANN C. CRISOSTOMO
Corporate Executive Ofticer |

FLORANTE D. LUCOS
Corporate Executive Officer |

R & L Settlement Center
EDITA D. VILLAR
Department Manager I/
ALBERTO M. CRUZ
Assistant Department Managei 1!
MA. REDENCION S. DAVID
Corporate Executive Officer |

RIZALINA |. REPEDRO
Corporate Executive Officer {

Appraisal and Other R & L Support Services
Center

RAMON A. MAAMO
Assistant Department Manager If

TERESA H. GARCIA
Assistant Depariment Manager Il

CORPORATE SERVICES SECTOR

Office of the Senior Vice President-Corporate
Services

VIRGINIA P. CASTILLO

Senior Vice President

Office of the Vice President-Finance
MA. ELENA E. BIENVENIDA
Vice President

GLORIA M. VILLANUEVA
Division Chief I

Treasury Center
JOSEFINA G. COLIGADO
Depantment Manager 1}

MERLIE M. CANAVERAL
Assistant Department Manager !l
RUTH A. REFRAN

Corporate Executive Officer !

MA. GINA G. MARTOS
Division Chier lil

PDIC Employees’ Organization

Accounting Center
GERONIMO V. AMBE
Deparnment Manager i1l

FELY D. REYES

Assistant Department Manager If
THELMA B. ARIAS

Division Chuef Il

JUANITO R. ENRIQUEZ
Dwvision Chief il]

Office of the Vice President- Human Resource/

Internal Services Management

LOURDES B. ABADA
Vice President

ASUNCION S. CALAPAN
Corporate Executive Officer |

JUAN V. LANTING
Dwiston Chief Il

Human Resource Management Center

DOMINGO Y. REYES, JR.
Department Manager Il

ELISEC R. RAMALLOSA
Assistant Department Manager Il

ROSARIO F. ADVIENTO
Corporate Executive Officer I

ARACELI H. TABAC
Corporate Executive Officet |

VIRGILIO C. ESTANISLAO
Division Cheef ]

Internal Services Management Center

ZENAIDA P. BAUTISTA
Assistant Departmen! Manager 1l

EUSTAQUIA M. QUITEVIS
Corporate Executive Officer il

HERMINIA T. LLOREN
Duasion Chiet if!

Provident Fund Office
SIMEON B. KASALA. JR.

Chief Accounts Management Specialist

AFFILIATED ORGANIZATIONS

PDIC Employees’ Multi-Purpose

Board of Trustees (PHILDICEO) Cooperative, inc. (PEMCI)
RICARDO M. TAN Chairmar, BALDWIN L SYKIMTE ) Presizen VIVENCIO M. MANIAGO Chairmar
PABLO Y ROMERO. JR. Vice Chairmar. BERNARDINO A. TONGKO 15t Vice Presiaen RESCINA S. BHAGWANI | Vice Chairm
JOCELYN J. NEPOMUCENO Trustee GEORGE BENEDICT O CARREON 2nd Vice Presiden ESTER B BINALLA Secretan
BALDWIN L. SYKIMTE Memper IMELDA K MAGSINO Treasure’ CATHERINE F. BAMBA Boara Memi:
ISMAEL C SANTILLAN Iembe ISMAEL C. SANTILLAN Secretan IMELDA R. SALGADO Board Memb
SIMEON B. KASALA. JR Accountan ZOSIMA D LACONSAY Soara Memb.

ERIBERTO BE MAGBUHAT

Ecare Memit -
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