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DISCLOSURE ON MATERIAL RISK FACTORS' AND MEASURES TAKEN TO MANAGE RISKS IN
2025

General Risk Management Framework

Established in 2013, the Philippine Deposit Insurance Corporation's (PDIC) risk
management framework was further strengthened with the approval of the Enterprise
Risk Management (ERM) Framework by the PDIC Board on 21 December 2021. This
framework defines the principles, components, and processes necessary to manage
risks effectively and to integrate risk management into the Corporation's decision-
making and resource allocation processes.

In 2025, PDIC maintained the implementation of health and safety measures,
including allowing employees to work from home in line with the Civil Service
Commission (CSC) Circular on flexible work arrangements. Risk awareness was further
promoted through orientations for Group Risk Analysts and onboarding sessions for
new employees.

To enhance risk management, compliance, and operational readiness, the
Corporation conducted several training programs throughout the year. These
included the Bangko Sentral ng Pilipinas (BSP) Guidelines on the Implementation of
the Environment and Social Risk Management (ESRM) System and Fundamentals of
Risk-Based Audiiting in January; Enterprise Risk Management in March and April; Third-
Party Risk Management in May; Seminars on Basic Fire Safety done in three (3) batches
in April and May; and ICT Risks and Cybersecurity Training in September and October.

The Corporation's commitment to accountability and transparency is further
demonstrated through sustained collaboration among the Corporate Governance
Office (CGO), the Risk Management Office (RMO), and the Internal Audit Group (IAG)
under the Governance, Risk, and Compliance (GRC) Framework. The GRC
Framework identifies the process through which these functions are coordinated to
maximize performance and avoid overlaps across governance, risk management,
compliance and confrol, for more efficient and effective information-sharing and
reporting activities.

To further enhance such coordination, the PDIC Board of Directors approved in 2025
the procurement of an integrated Corporate Governance, Risk & Compliance
Management System (CGRMS). This centralized platform facilitates risk identification,
assessment, monitoring, and reporting, while promoting transparency, accountability,
and real-time information sharing across the organization. Regular updates on key risks
and opportunities were provided to the Enterprise and Board Risk Management
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Committees (E/BRMC), equipping fop management and the Board with actionable
recommendations to address these risks.

Managing Material and Operational Risks

The Asset-Liability Committee, chaired by the President and Chief Executive Officer
(P/CEQ) of the PDIC, provides strategic oversight of asset and liability risk exposures,
including market, liquidity, credit, and purchased asset risks.

Operational risk matters are, in turn, elevated to the Enterprise Risk Management
Committee (ERMC), likewise chaired by the P/CEO. The ERMC reviews and endorses
risk management policies, frameworks, and mitigation initiatives for consideration and
approval by the Board of Directors.

Financial Risks

While PDIC is permitted to invest only in government-backed securities, PDIC faces
market and credit risks, all of which are monitored and mitigated. Market risks are
managed by assessing interest rate sensitivity and portfolio composition. Credit risks
involve loans granted to banks under financial assistance. PDIC mitigates these by
ensuring proper monitoring of loan covenants.

PDIC actively participated in the Financial Stability Coordination Council, working with
the BSP, Department of Finance (DOF), Bureau of the Treasury (BTr), Insurance
Commission, and Securities Exchange Commission to monitor and address systemic
financial risks. The Corporation follows guidelines for actions during financial crises.

In addition, in August 2024, PDIC submitted all required documentation to renew its
short-term loan line with the Land Bank of the Philippines through 31 December 2025.
The facility serves as a standby funding source to address immediate liquidity
requirements, particularly for the payment of insurance claims and the provision of
financial assistance.

Capital Management

The Deposit Insurance Fund (DIF) to Estimated Insured Deposits (EID) ratio, a key
indicator of capital adequacy, was targeted at an average of 5.10 percent for 2025,
as approved by the PDIC Board of Directors and reflected in the 2025 Performance
Scorecard approved by the Governance Commission for GOCCs (GCG). As of 31
December 2025, the DIF/EID ratio reached a 12-month average of 5.48 percent,
exceeding the approved target.

The Corporation is also authorized to borrow from the BSP and other government
financial institutions, when necessary, to support funding requirements.

To further strengthen the framework for maintaining adequate fund levels, a new DIF
Targeting Methodology has been adopted. The methodology applies a forward-
looking, risk analysis—based credit portfolio approach to estimate potential deposit
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insurance losses, incorporating macroeconomic conditions and bank-specific risk
factors, and utilizing statistical modeling and simulations to estimate expected and
unexpected losses.

Business Continuity Risks

In 2025, PDIC continued implementing alternative work arrangements while
reinforcing crisis management plans, with particular focus on communication,
funding, bank takeover, and claims settlement procedures. To strengthen disaster
preparedness and organizational resilience, the Corporation developed the PDIC
Public Service Continuity Plan (PSCP), which was subsequently approved by the
Board. The PSCP provides a structured framework to ensure the continuity of critical
operations, safeguard personnel and assets, and maintain timely delivery of essential
services during and affer emergencies. It clearly defines roles and responsibilities,
response and communication protocols, and recovery strategies to minimize
operational disruptions and mitigate stakeholder impact.

The Corporation also advanced workplace safety and risk awareness initiatives. The
KAISA Safety Partner Program with the Bureau of Fire Protection enhanced fire
prevention and awareness. Additionally, the publication of Risk Bulletins on the
intfranet was initiated to inform and engage employees on emerging risks and best
practices in risk management, serving as a centralized platform to foster awareness
and understanding of risk issues across all levels of the organization.

Reputational Risks

To monitor and manage reputational risks, PDIC engaged an external service provider
to frack daily news coverage and social media sentiment. This information was made
available to PDIC’s Executive and Management Committees. Additionally, PDIC's
Public Assistance Desk (PAD) handled inquiries and concerns from stakeholders, and
advisories were issued as needed through various communication channels.

Stakeholder Engagement & Communication

The PDIC actively monitors public and stakeholder sentiment across traditional and
social media platforms, ensuring that any news with potential reputational impact is
promptly escalated to Management. Daily media alerts are complemented by
quarterly analytical reports, enabling PDIC to take timely corrective action. When
needed, the Corporation issues clarifications through letters to the editor or columns,
and designated officials engage in live radio or TV interviews to address media
concerns and highlight PDIC initiatives. Stakeholder queries are routed to the PAD,
and advisories affecting service delivery are posted on the PDIC website and social
media channels.

As part of its digital transformation, PDIC has implemented the e-Portal Project, a
secure, web-based platform that integrates the Corporation’s data systems and
service processes into a user-friendly interface. The platform is designed to streamline
service delivery, improve responsiveness, and enhance the overall user experience
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for all stakeholders. This initiative complements ongoing efforts to maintain
fransparency and ensure timely access to information for the public.

The Corporation confinues to engage the public through live-streamed media
interviews, financial literacy programs, and fraditional communication channels such
as text alerts, print, and broadcast media to ensure broad outreach. For more
targeted engagement, especially with stakeholders of closed banks, PDIC regularly
conducts Depositor-Borrower Forums, held either in person or virtually. These efforts
collectively strengthen public awareness, build trust, and reinforce the Corporation’s
commitment to protecting depositors and promoting financial responsibility.

Collaboration with International Partners

PDIC maintains strategic partnerships with global standard-setting organizations and
international peers, notably through the International Association of Deposit Insurers
(IADI), to exchange knowledge and insights on best practices and emerging issues in
deposit insurance and financial stability. IADI, composed of 100 deposit insurers
worldwide, promotes the adoption of the IADI Core Principles for Effective Deposit
Insurance Systems. Currently, the PDIC P/CEO is a member of the IADI Executive
Council, reflecting the Philippines’ growing role in the global deposit insurance
community and strengthening PDIC's contribution to international financial stability
initiatives.

In March 2025, PDIC further reinforced its international cooperation by entering into a
Memorandum of Understanding (MOU) on bilateral cooperation with the Korea
Deposit Insurance Corporation to further sustain the cross-border relations between
the two deposit insurance agencies, a collaboration forged as early as 2014. Separate
five-year MOUs were also executed with the Germany's Association of German Banks
(AGB) — Deposit Protection Fund (DPF), the Compensation Scheme of German Banks
(CSGB), and the Deposit Insurance Corporation of Mongolia (DICoM). Signed during
the IADI Annual Conference in Lisbon, Portugal in November 2025, these agreements
establish frameworks for bilateral cooperation, knowledge sharing, and joint initiatives
across key areas such as deposit insurance, bank resolution, receivership and
liquidation, risk management, fund management, IT systems, legal and administrative
procedures, and public awareness. Through activities including research projects,
study visits, working groups, and capacity-building programs, these first formal
collaborations with Germany and Mongolia reinforce PDIC's commitment to
international cooperation and aligning Philippine deposit insurance practices with
global standards.

Operational Risks

Operational risks refer to loss or damage that may be suffered by the Corporation
resulting from inadequate or failed internal processes, systems or policies, employee
errors, and external events.

PDIC continues to adhere to its Quality Manual (QM), ensuring continuous
improvement of its quality management systems (QMS). In 2025, the Corporation
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maintained ISO certifications for its claims settlement, assessment of member banks,
real property disposal, loans management, and bank examination processes,
including their support processes.

Claims Settlement, Receivership, and Liquidation

Effective 15 March 2025, PDIC has increased the maximum deposit insurance
coverage to P1 milion per depositor, per bank. This doubles the previous 500,000
coverage to enhance depositor protection and boost confidence in the Philippine
banking system. In addition, PDIC has expanded the options to reimburse depositors
of closed banks who are eligible for outright payment without filing deposit insurance
claims. Depositors in this category now have the option to be paid through bank
transfer and electronic money or electronic wallet (e-wallet) via GCash, Maya, and
DCPay, making reimbursement even more convenient.

Moreover, the PDIC and Land Bank of the Philippines (Landbank) entered into an
agreement to implement the Landbank Bulk Credit System (LBCS), a new payment
option to make settlement for closed bank creditors' claims faster, easier, and more
secure. Under such agreement, the LBCS serves as an additional settlement channel
for creditors of closed banks under PDIC receivership, replacing time-consuming
manual processes with a streamlined, web-based platform capable of processing
high-volume electronic fund fransfers in a single transaction. Linked to national
payment systems such as PESONet and InstaPay, the facility enables same-day or
even real-time crediting, eliminating the need for paper checks and cash handling
while ensuring accuracy and transparency.

As regards resolution of loans and real and other properties acquired, PDIC continued
to infroduce strategies for the efficient loan resolution and disposal of acquired real
properties. In 2025, a total of 1,198 loan accounts were resolved through the Closed
Banks Loan Incentive Program (CLIP), while a total of 257 real properties were sold
through public biddings.

Bank Examination and Resolution

PDIC sought ways to enhance its bank examination methodologies and conducted
joint examinations with the BSP to ensure the safety and soundness of banks with a
focus on compliance with PDIC Regulatory Issuances and BSP directives. Financial
assistance agreements are likewise monitored to ensure compliance with agreed
covenants.

In June 2025, the PDIC and the World Bank Group, through the International Bank for
Reconstruction and Development, sighed a landmark advisory agreement on the
study and development of a Risk-Based Assessment System (RBAS) for deposit
insurance, seen as a major milestone for the Philippine banking system and the
Philippine deposit insurance system. The RBAS is aimed at fostering a more resilient
Philippine banking system through risk-sensitive premium assessment, thereby
enhancing incentives for prudent risk management, and ensuring that the cost of
deposit protection is allocated fairly and transparently across the system.
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The PDIC and the BSP likewise achieved a major milestone in strengthening the
country's financial safety net through the signing in October 2025 of the Revised
Memorandum of Agreement [MOA) on Bank Examination. The revised MOA
formalized a clearer delineation of responsibilities between the two regulators. Under
the updated framework, the BSP maintains oversight of credit, market, and
operational risks, while PDIC focuses on deposit-related risks, ensuring complementary
supervision and reducing regulatory overlaps. This accomplishment reinforces PDIC's
commitment to depositor protection and enhances whole-of-government
coordination in supervising banks.

Human Resources Administration

PDIC strengthened recruitment through a competency-based system to ensure merit-
based hiring and alignment with organizational needs.

The PDIC Board of Directors also approved in June 2025 the Enhanced PDIC Career
Development and Succession Management Program (CDSMP) Framework, wherein
each phase is designed to address specific developmental needs, aligned with
organizational goals and workforce segmentation.

Legal Risks

Legal risks are managed through coordination with the Department of Justice, Office
of the Government Corporate Counsel (OGCC), Office of the Solicitor General (OSG),
DOF, and BSP to address issues affecting the Corporation.

The PDIC executed an MOA with the OSG in August 2025 to ensure efficient handling
of criminal cases elevated to either the Court of Appeals or the Supreme Court. More
than just institutional cooperation, this Agreement represented a commitment to
upholding justice, protecting depositors, and preserving public trust in the financial
system. The PDIC and the OSG have thus established a clear framework for
coordinated action in criminal cases elevated before the Court of Appeals or the
Supreme Court, ensuring the accountability of those entrusted with the hard-earned
money of our depositors.

In addition, the PDIC and the OGCC signed an MOU in December 2025 which will
provide the PDIC with a dedicated OGCC legal team tasked with delivering
specialized legal services that include representation in mediation and arbitration
proceedings, advisory support on regulatory compliance and major procurement
projects, legal risk assessments, assistance in  administrative investigations,
enforcement of the PDIC’s rights, and representation in foreclosure petitions. With
stronger legal support from the OGCC in place, the PDIC can sharpen its focus on
core programs and services that directly benefit depositors and reinforce overall
financial stability.
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Regulatory and Compliance Risks

Regulatory and compliance risks arise from changes in laws, regulations, and industry
standards that may affect the Corporation's ability to operate efficiently. Such risks
include exposure to legal penalties, financial forfeiture, and other material losses if the
organization fails to comply with applicable laws, internal policies, or prescribed best
practices.

To manage these risks, the CGO continued its monitoring of compliance with
regulations from key oversight agencies, including the GCG, CSC, and Anti-Red Tape
Authority (ARTA), ensuring adherence to regulatory requirements and responsiveness
to emerging challenges. Risk mitigation is further supported by the RMO through
continuous identification, monitoring, and reporting of risks and opportunities to the
PDIC Board and Management, while the IAG conducts regular compliance audits to
verify that all obligations and requirements are consistently fulfilled.

Information Security and Data Privacy Risks

In October 2025, the Department of Information and Communications Technology
(DICT) Cybersecurity Bureau recognized the efforts of PDIC to enhance its
cybersecurity resilience through the establishment of its Computer Emergency
Response Team (CERT) to align with the DICT's National Cybersecurity Plan for 2023-
2028 requiring government agencies, instrumentadlities, government-owned or-
controlled corporations, and local government units to establish their own CERTs to
effectively respond to cybersecurity incidents.

In addition, the Insurance Cluster, Social Security System, Government Service

Insurance System, BTr and PDIC, is implementing a Shared Cyber-defense Solution to
increase protection against cyber threats.
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