INSTITUTIONAL GOVERNANCE
Governance, Risk and Compliance Framework

PDIC observes and commits itself to accountability and transparency in the
performance of its mandate of providing insurance coverage on all insured
deposits to safeguard the interests of the depositing public and help maintain
a sound and stable banking system. Thus, the PDIC Board of Directors,
Management and employees commit to comply with the principles in PDIC’s
Code of Corporate Governance and acknowledge that this Code guides the
Corporation in achieving its goals.

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 control, 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 system is designed to reinforce corporate governance,
institutionalize risk-informed decision-making, and ensure consistent adherence
to regulatory and internal compliance requirements. By adopting an integrated
GRC approach, PDIC can establish a unified framework that aligns governance
objectives with risk management and compliance activities.

Through the different Board Committees, namely: Board Governance
Committee, Board Risk Management Committee and Board Audit Committee,
the Board of Directors exercise oversight and ensure that the governance, risk
management, compliance and control systems are installed, implemented and
monitored, and that key risks and compliance issues of the Corporation are
identified and managed.

Corporate Governance

The Board Governance Committee (BGC) assists the Board of Directors in fulfilling
its corporate governance responsibilities and ensuring adherence to the
principles and standards of good corporate governance by defining the
institutional framework for sound corporate governance; adopting policies and
procedures consistent with good governance standards; and ensuring the
availability of an effective system for monitoring compliance with laws, rules,
regulations and policies.

The status of corporate compliance to issuances of various regulatory agencies
was presented to the BGC by the Corporate Governance Office (CGO). The
latter monitors laws, rules and regulations which affect or are relevant to the
Corporation.

In 2025, the BGC endorsed for approval to the Board of Directors the Change in
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the Effectivity Date of the New Maximum Deposit Insurance Coverage at
P 1,000,000 Per Depositor Per Bank. Aside from PDIC's Quarterly Monitoring Report
on Corporate Performance and Annual Performance Report, the BGC likewise
endorsed to the Board for approval various guidelines and policies to enhance
the Corporation’s operations and in compliance with the appropriate laws, rules
and regulations. These include the Revised Regulatory Issuance on
Advertisements and Proper Use of the PDIC Seal, Insurance Statement and
Signages, Enhanced PDIC Career Development and Succession Management
Program Framework, Proposed Memorandum on Electronic Transmission of
Official Correspondence to Banks, and Revised Chart of Approving Signing
Authorities on Budget Reallocation and Budget Inclusion.

The Corporation’s projects, programs and activities continued to be posted on
the PDIC website to promote transparency and better stakeholder engagement.
Such promotion and strengthening of public partnership were further displayed
in the provision of an accessible, efficient and reliable feedback mechanism as
embodied in the Corporation’'s Whistleblowing Policy. This policy provides
feedback channels for any individual to report, anonymously if so desired, and
testify on matters involving actions or omissions of all covered personnel that
violate good governance principles, or are illegal, unethical, and against public
policy and morals, promote unsound and unhealthy business practices, and are
grossly disadvantageous to the PDIC and/or the environment. The BGC handled
one Whistleblowing Report in 2025 and approved the revision of the PDIC
Whistleblowing Policy in December 2025 to make it consistent with the provisions
of GCG Memorandum Circular No. 2025-01.

Since the BGC exercises the functions of a Nomination and Remuneration
Committee, the BGC also reviewed and evaluated the qualifications of officers
nominated to positions requiring approval by the Board of Directors.

Risk Management

The PDIC Board of Directors, through the Board Risk Management Committee
(BRMC), exercises robust oversight to ensure effective identification, assessment,
and management of key risks in accordance with the Corporation’s Risk
Management Policy. This oversight is reinforced by the Enterprise Risk
Management Committee (ERMC), which systematically integrates risk
management into strategy formulation, corporate planning, and operational
execution. Through this structured governance approach, risk considerations are
embedded in decision-making processes across the organization, supporting
the prudent and sustainable achievement of corporate objectives.

The Enterprise Risk Management (ERM) Framework defines the core principles,
key components, and structured processes for effective risk management across
the Corporatfion. It embeds risk management into the organization’s
governance, strategic planning, and decision-making processes, ensuring a
consistent and proactive approach. Since its full implementation in 2014 and
supported by ongoing enhancements and tfargeted capacity-building
initiatives, the ERM Framework has strengthened management practices,
enhanced the quality of decision-making, and optimized the allocation of
resources. By institutionalizing risk-conscious practices throughout the
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organization, the ERM Framework enables the Corporation to effectively fulfill its
mandate while contributing to the stability and resilience of the Philippine
financial system.

To further enhance risk awareness and foster a strong risk culture among
employees, the Corporation conducted targeted orientations for Group Risk
Analysts and comprehensive onboarding sessions for new employees to ensure
a clear understanding of risk management protocols and responsibilities.
Throughout 2025, it also implemented specialized training programs designed to
equip personnel with critical knowledge and skills, including the following:

1. BSP Guidelines on the January 24, 2025
Implementation of the Environment
and Social Risk Management (ESRM)

System
2. Enterprise Risk Management March 25 and 27, 2025
April 1, 3 and 8, 2025
3. Third-Party Risk Management May 26, 2025
4. |ICT Risks and Cybersecurity September 30 - October 3,

2025

To strengthen disaster preparedness and organizational resilience, the
Corporation developed and the Board approved the Philippine Deposit
Insurance Corporation Public Service Continuity Plan (PDIC PSCP). The PDIC
PSCP provides a structured framework to ensure the continuity of critical
operations, safeguard personnel and assets, and maintain the timely delivery of
essential services during and after emergencies. It defines clear roles and
responsibilities, response and communication protocols, and recovery strategies
to minimize operational disruptions and mitigate stakeholder impact.

The publication of Risk Bulletins on the intranet was initiated by the Corporation
as well to inform and engage employees about emerging risks and best
practices in risk management. It serves as a centralized platform for fimely
dissemination of relevant information, fostering awareness and understanding of
risk issues across all levels of the Corporation.

Key risks and other risk-related matters were regularly reviewed, updated, and
reported to the Executive Committee, ERMC, BRMC, and the PDIC Board of
Directors. These comprehensive reports provided timely and relevant insights,
enabling informed deliberations and the formulation of appropriate actions and
recommendations.

Through this disciplined, proactive, and enterprise-wide approach, the
Corporation continues to reinforce organizational resilience, safeguard its
mandate, and uphold its strategic objective of maintaining public trust and
financial system stability.



Internal Audit

The Board Audit Committee (Board AC) is one of the oversight committees of the
Corporation established to assist the Board of Directors in overseeing the financial
reporting process, the system of internal control, the audit process, and
compliance with applicable laws, rules and regulations.

Among the purposes of creating the Board AC is the monitoring and evaluation
of the adequacy and effectiveness of the internal control system to support the
achievement of the Corporation’s objectives. In that respect, the Board AC
exercises oversight and supervision of internal audit activities, and internal audit
is empowered to be independent by its appropriate reporting relationships to the
Board AC and management. The Internal Audit Group (IAG), tasked to perform
the internal audit function, reports functionally/ operationally to the Board AC
and administratively to the President and CEO.

Internal audit activities are continuously guided by the existing internal guidelines,
i.e., Standard Operating Guidelines and Instructions (SOGI) on Internal Audit, and
Internal Control Assessment, which are aligned with the Department of Budget
and Management’s Revised Philippine Government Internal Audit Manual
(RPGIAM). IAG's performance is regularly monitored and measured through the
quarterly Office Performance Accomplisnment Report (OPAR) as well as the
Annual Office Performance Commitment Rating.

Among the key internal control procedures that the Corporation has in place are
the system of accounting and reporting which provides the necessary internal
controls to ensure that fransactions are properly authorized and recorded, assets
are safeguarded against unauthorized use or disposition and liabilities are
recognized; segregation of functions for processing, reviewing, approving,
recording, and safekeeping; delegation of authority and supervision; and
completeness and integrity of fransaction documents and report.

In 2025, IAG conducted a review of internal conftrols in financial recording and
reporting, liquidation procedures of closed banks, segregation of duties, physical
count and/or inspection of assets. Also included in the review is compliance to
laws, rules, and regulations and managerial policies, and the 4Es of Operations
(i.e. efficient, effective, economical, and ethical) of Operating and Support
units/systems under the Receivership and Liquidation Sector, Corporate Services,
Information Technology, and all Sectors in the Corporation.

The Board AC noted that the Internal Conftrol System of the Corporation is
generally effective based on the results of audit engagements reported by IAG.
Its independent evaluation of the effectiveness of the internal control system as
well as the effectiveness of system controls for application systems continued to
be supported by the Internal Control Assessment Methodology recognized as
among the Best Practices in Intfernal Auditing by the Association of Government
Internal Auditors or AGIA.

The Board AC will continue to perform its oversight role, particularly in monitoring
the Corporation’s action plan to address concerns related to internal processes
(Operations and Support), and their full automation for greater efficiency
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especially under Receivership and Liquidation Sector and guarantees their
effective implementation particularly in the management of Closed Banks’
assets, recording, and regular reporting to the Board of Directors.

The PDIC Management, as the entity responsible for ensuring the fulfilment of the
Corporation’s objectives, is committed to strengthening governance, enhancing
risk management processes and implementing an effective internal conftrol
system. This ensures that relevant risks are addressed in processes/systems where
significant audit findings were identified.

The Corporation’s IAG, under the direction and supervision of the Board AC, shall
continue evaluating the effectiveness of internal controls and communicate the
results to the Board AC. This will facilitate the implementation of corrective or
preventive measures, ensuring that controls are consistently applied at all levels
and across the Corporation.



