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Introduction 

Introduction 

 

Risk Management is becoming an increasingly important activity within organizations.  Like other 
management activities, risk management helps an organization meet its objectives through the allocation of 
resources to undertake planning, make decisions and carry out productive activities.  Risk management is 
unique in that it focuses on uncertainties that an organization faces: uncertainties in the probability of 
occurrence of events, uncertainties of consequences of events and other uncertainties that fall outside the 
normally expected range of variation.  Generally risks are low probability, but high consequence events that 
can cause disruption to the organization.  Risk management like other management activities must be 
practical, cost effective, and help the organization survive and prosper.  The growth in risk management is 
directly linked to the increasing number of risks an organization faces due to more complexity and 
interactions in the world and greater scrutiny by internal and external stakeholders. 

The business of non-life insurance is one of the most risky undertaking.  Every insurance policy that PNB Gen 
issues face various risks such as reputation risk, product risk, credit risk, operational risk, legal risk, and 
compliance risk. 

In line with good corporate governance, the Company commits itself to the insuring public to effectively 
manage the business and ensure that a proper risk management process is in place.  The Risk Management 
Framework shall serve as the guiding principles for the officers and staff of PNB Gen in managing the risks 
inherent in the insurance activities. 

All non-life insurance companies are regulated by the Insurance Commission, Bureau of Internal Revenue, and 
the Securities and Exchange Commission.  All existing regulatory policies related to the non-life insurance 
business issued by these regulatory bodies are embodied in the Insurance Code, The SEC Code, the BIR Code 
and various circulars, memoranda and regulations on file. 
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Enterprise Risk Management  

 Definition 
 

This manual adopts the principles of Enterprise Risk Management (ERM).  The Ch{h ά9ƴǘŜǊǇǊƛǎŜ wƛǎƪ 
Management-LƴǘŜƎǊŀǘŜŘ CǊŀƳŜǿƻǊƪέ ŘŜŦƛƴŜǎ 9wa ŀǎ άŀ ǇǊƻŎŜǎǎ ŜŦŦŜŎǘŜŘ ōȅ ŀƴ ŜƴǘƛǘȅΩǎ ōƻŀǊŘ ƻŦ ŘƛǊŜŎǘƻǊǎΣ 
management, and other personnel, applied in strategy setting and across the enterprise, designed to identify 
potential events that may affect the entity, and manage risk to be within its risk appetite, to provide 
ǊŜŀǎƻƴŀōƭŜ ŀǎǎǳǊŀƴŎŜ ǊŜƎŀǊŘƛƴƎ ǘƘŜ ŀŎƘƛŜǾŜƳŜƴǘ ƻŦ Ŝƴǘƛǘȅ ƻōƧŜŎǘƛǾŜǎΦέ 

The definition reflects certain fundamental concepts. Enterprise risk management is:  
 
Å A process, ongoing and flowing through an entity  
Å Effected by people at every level of an organization  
Å Applied in strategy setting  
Å Applied across the institution, at every level and unit, and includes taking an entity- 
Å level portfolio view of risk  
Å Designed to identify potential events that, if they occur, will affect the entity and to  
Å manage risk within its risk appetite  
Å !ōƭŜ ǘƻ ǇǊƻǾƛŘŜ ǊŜŀǎƻƴŀōƭŜ ŀǎǎǳǊŀƴŎŜ ǘƻ ŀƴ ŜƴǘƛǘȅΩǎ ƳŀƴŀƎŜƳŜƴǘ ŀƴŘ ōƻŀǊŘ ƻŦ ŘƛǊŜŎǘƻǊǎ 
Å Geared to achievement of objectives in one or more separate but overlapping categories 

 

ERM Components1 
 
Enterprise risk management consists of eight interrelated components. These are derived from the way 
management runs an enterprise and are integrated with the management process. These components are: 

¶ Internal Environment ς The internal environment encompasses the tone of an organization, and sets the 
ōŀǎƛǎ ŦƻǊ Ƙƻǿ Ǌƛǎƪ ƛǎ ǾƛŜǿŜŘ ŀƴŘ ŀŘŘǊŜǎǎŜŘ ōȅ ŀƴ ŜƴǘƛǘȅΩǎ ǇŜƻǇƭŜΣ ƛƴŎƭǳŘƛƴƎ Ǌƛǎƪ ƳŀƴŀƎŜƳŜƴǘ ǇƘƛƭƻǎƻǇƘȅ ŀƴŘ 
risk appetite, integrity and ethical values, and the environment in which they operate. 

¶ Objective Setting ς Objectives must exist before management can identify potential events affecting their 
achievement. Enterprise risk management ensures that management has in place a process to set 
objectives and that the chosen ƻōƧŜŎǘƛǾŜǎ ǎǳǇǇƻǊǘ ŀƴŘ ŀƭƛƎƴ ǿƛǘƘ ǘƘŜ ŜƴǘƛǘȅΩǎ Ƴƛǎǎƛƻƴ ŀƴŘ ŀǊŜ ŎƻƴǎƛǎǘŜƴǘ 
with its risk appetite. 

                                                           

1

 
 
 
  Committee of Sponsoring Organizations of the Treadway Commission (COSO) Enterprise Risk Management 
Framework 
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¶ Event Identification ς LƴǘŜǊƴŀƭ ŀƴŘ ŜȄǘŜǊƴŀƭ ŜǾŜƴǘǎ ŀŦŦŜŎǘƛƴƎ ŀŎƘƛŜǾŜƳŜƴǘ ƻŦ ŀƴ ŜƴǘƛǘȅΩǎ ƻōƧŜŎǘƛǾŜǎ Ƴǳǎǘ ōŜ 
identified, distinguishing between risks and opportunities.  Opportunities are channeled back to 
ƳŀƴŀƎŜƳŜƴǘΩǎ ǎǘǊŀǘŜƎȅ ƻǊ ƻōƧŜŎǘƛǾŜ-setting processes. 

¶ Risk Assessment ς Risks are analyzed, considering the likelihood and impact, as a basis for determining how 
they should be managed. Risks are assessed on an inherent and a residual basis and the process must 
initially consider which risks are controllable and uncontrollable. 

¶ Risk Response ς Management selects risk responses ς avoiding, accepting, reducing, transfer or sharing risk 
ς developing a set of actiƻƴǎ ǘƻ ŀƭƛƎƴ Ǌƛǎƪǎ ǿƛǘƘ ǘƘŜ ŜƴǘƛǘȅΩǎ Ǌƛǎƪ ǘƻƭŜǊŀƴŎŜǎ ŀƴŘ Ǌƛǎƪ ŀǇǇŜǘƛǘŜΦ 

¶ Control Activities ς Policies and procedures are established and implemented to help ensure the risk 
responses are uniformly and effectively carried out across the institution. 

¶ Information and Communication ς Relevant information is identified, captured, and communicated in a 
form and timeframe that enable people to carry out their responsibilities. Effective communication also 
occurs in a broader sense, flowing down, across, and up the entity. 

¶ Monitoring ς The entirety of enterprise risk management is monitored and modifications made as 
necessary. Monitoring is accomplished through a continuous reporting system of ongoing management 
activities, separate evaluations, or both. 
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ERM Framework 
 
The responsibility resides at all levels within PNB Gen and uses the three lines of defense as follows: 

The first line of defense rest with all divisions involved in insurance operations such us Underwriting Division, 

Claims Division, Sales Group/Business Development, Branch Management, Agency Recruitment and 

Reinsurance Department. Assessment and evaluation of risks are integrated in the day to day activities and 

processes of said divisions. The processes include selection and evaluation of prospects/customers, accounts, 

product development selection and evaluation of distribution channels and suppliers/ service providers. The 

said process incorporates setting up of proper system of internal control, identifying issues and taking 

remedial actions when required.  

The second line of defense comes from the Risk Management Office of PNB Gen which is supervised by the 

Risk Management Group (RMG) of the Parent Bank. The Risk Management Office implements the Risk 

Management framework and complies to specific RMG directives and is responsible to monthly reporting to 

RMG and quarterly reporting to Risk Oversight Committee (ROC). 

The third line of defense is the Internal Audit and Compliance Office which provide an independent risk 

assessment, controls and corporate governance structure to both PNB Gen head office and branches. The 

Internal Audit and Compliance Office function are administratively reporting to the President and reporting by 

functions to PNB Gen Board Audit and Compliance Committee. 
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Risk Management Objectives 

Risk Management Objectives  
 

!ƭǎƻ ŀŘƻǇǘŜŘ ŦǊƻƳ ǘƘŜ tb. wƛǎƪ ƳŀƴŀƎŜƳŜƴǘ ŦǊŀƳŜǿƻǊƪΣ ǘƘŜ /ƻƳǇŀƴȅΩǎ Ǌƛǎƪ ƳŀƴŀƎŜƳŜƴǘ ƻōƧŜŎǘƛǾŜǎ ŀǊŜ ǘƻΥ 

¶ Institutionalize the Risk Management Process 

¶ 5ŜŦƛƴŜ ŀƴŘ ŘƛǎǎŜƳƛƴŀǘŜ ǘƘŜ 4ƻƳǇŀƴȅΩǎ Ǌƛǎƪ ǇƘƛƭƻǎƻǇƘy and objectives 

¶ Develop risk  management  infrastructure 

¶ Identify, measure, analyze, and manage risks inherent in all non-life insurance activities 

¶ Assist risk taking business and operating units in understanding and measuring risk/return 
profiles. 

 
Risk Management Preamble 

 

!ǎ ŀ ƳŜƳōŜǊ ƻŦ ǘƘŜ tb. DǊƻǳǇΣ ǘƘŜ /ƻƳǇŀƴȅ Ƙŀǎ ŀŘƻǇǘŜŘ ǘƘŜ .ŀƴƪΩǎ Ǌƛǎƪ Ƴƛǎǎƛƻƴ ǎǘŀǘŜƳŜƴǘ ŀƴŘ ǇǊŜŀƳōƭŜΣ 
which we quote below, 

 
Let Us All Be Risk Conscious 

άWe are in the business of taking risks. 
Wherever we are in the organization, no matter what position we are in, we put the Company at risk in 

everything we do or we fail to do. 
 

We are not asked to avoid all risks, as risk-taking is actually our busines. However, what is important is a 
sound management of the various risks we take. 

We must learn to identify, measure, monitor and control the risks that we take. 
 

There are basic principles we must adhere to in conducting our business, with the objective of minimizing risks 
and optimizing return on capital. 

¶ First, we work on the basis that risk taking decisions should always be made by people duly authorized 
to accept risks. 

¶ Second, we have policies and procedures in place to guide line management in actually originating, 
approving and managing these risks. 

 
We must also make sure the people we hire have the necessary educational background, training, work 

experience and maturity to take on their respective responsibilities, whether they are in sales, underwriting, 
claims or in support group. 

We must, therefore, be risk conscious and vigilant. 
²Ŝ Ƴǳǎǘ ōŜ ŀǿŀǊŜ ƻŦ ǘƘŜ Ǌƛǎƪǎ ǘƘŀǘ ǿŜ ǘŀƪŜ ƛƴ ŜǾŜǊȅǘƘƛƴƎ ǿŜ Řƻ ƻǊ Ŧŀƛƭ ǘƻ ŘƻΦέ   
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Enterprise Risk Management Methodology 

Risk Management Functional Organization 

The basic risk management function in PNB Gen has the Board of Directors on top of three separate and 
distinct responsibilities namely: the (1) Board Audit and Compliance Committee, the (2) Line Management, 
and (3) the Risk Oversight Committee.  Organizationally, the framework is illustrated by the following 
functional Table of Organization of the company: 

 

PNB General Insurers Co., Inc. 

Table of Organization ς Risk Management Framework 

 

 
 

PNB Gen was incorporated under the corporation code and Insurance Code.  Being a non-life insurance 
company, it is supervised by the Insurance Commission (IC) and therefore endeavors to adopt the risk 
management standards of the IC. 
 
ά¢ƘŜ .ƻŀǊŘ ƻŦ 5ƛǊŜŎǘƻǊǎ Ƙŀǎ ǊŜǎǇƻƴǎƛōƛƭƛǘȅ ŦƻǊ ǎŜǘǘƛƴƎ ǘƘŜ ŎƻƳǇŀƴȅΩǎ ǘƻƭŜǊŀƴŎŜ ŦƻǊ ǊƛǎƪǎΦ  Lǘ ǎƘƻǳƭŘ ŀƭǎƻ ŜƴǎǳǊŜ 
that 
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 management establishes a framework for assessing the various risks, develops a system to relate risk to the 
ŎƻƳǇŀƴȅΩǎ ŎŀǇƛǘŀƭ ƭŜǾŜƭΣ ŀƴŘ ŜǎǘŀōƭƛǎƘŜǎ ŀ ƳŜǘƘƻŘ ŦƻǊ ƳƻƴƛǘƻǊƛƴƎ ŎƻƳǇƭƛŀƴŎŜ ǿƛǘƘ ƛƴǘŜǊƴŀƭ ǇƻƭƛŎƛŜǎΦ  Lǘ ƛǎ 
likewise important that the board of directors adopts and supports strong internal controls and written 
policies and procedures and ensures that management effectively communicates these throughout the 
ƻǊƎŀƴƛȊŀǘƛƻƴΦέ 
 

General Responsibilities of the Board of Directors: 

1. The board of directors is primarily responsible for approving and overseeing the 
implementation of the company's strategic objectives, risk strategy, corporate governance and 
corporate values. Further, the board of directors is also responsible for monitoring and 
overseeing the performance of senior management as the latter manages the day to day affairs 
of the company. 

 
2. The Board ǎƘŀƭƭ ŦƻǊƳǳƭŀǘŜ ǘƘŜ /ƻƳǇŀƴȅΩǎ ǾƛǎƛƻƴΣ ƳƛǎǎƛƻƴΣ ǎǘǊŀǘŜƎƛŎ ƻōƧŜŎǘƛǾŜǎΣ ǇƻƭƛŎƛŜǎ ŀƴŘ 

procedures that shall guide its activities, including the means to effectively monitor 
aŀƴŀƎŜƳŜƴǘΩǎ ǇŜǊŦƻǊƳŀƴŎŜΤ ŀƴŘ  

 
3. It shall be the .ƻŀǊŘΩǎ ǊŜǎǇƻƴǎƛōƛƭƛǘȅ ǘƻ ŦƻǎǘŜǊ ǘƘŜ ƭƻƴƎ-term success of the corporation, and to 

sustain its competitiveness and profitability in a manner consistent with its corporate objectives, 
for the best interest of the Company, its stockholders and other stakeholders. 

Please see Annex 1 for the complete Powers, Duties and Responsibilities of the Board of Directors. 

 

Corporate Governance Committee 

The Company also has a Corporate Governance Committee responsible for the following: 

¶ Oversee the periodic performance evaluation of the Board and its committees and executive 
management; conduct an annual self-ŜǾŀƭǳŀǘƛƻƴ ƻŦ ǘƘŜ ŎƻƳƳƛǘǘŜŜΩǎ ǇŜǊŦƻǊƳŀƴŎŜΤ ŀƴŘ 
review/evaluate the annual self-assessment of the directors, board and committees prior to Board 
approval/notation. 

¶ Decide whether or not a director is able to and has been adequately carrying out his/her duties as 
ŘƛǊŜŎǘƻǊ ōŜŀǊƛƴƎ ƛƴ ƳƛƴŘ ǘƘŜ ŘƛǊŜŎǘƻǊΩǎ ŎƻƴǘǊƛōǳǘƛƻƴ ŀƴŘ ǇŜǊŦƻǊƳŀƴŎŜ όŜΦƎΦΣ ŎƻƳǇŜǘŜƴŎŜΣ ŎŀƴŘƻǊΣ 
attendance, preparedness and participation). 

¶ Make recommendations to the Board the continuing education of directors, assignment to board 
committees, succession plans for the board members and senior officers, and their remuneration 
commensurate with corporate and individual performance. 

¶ Adopt such internal guidelines that will address the competing time commitments that are faced 
when directors of the Company serve on multiple boards. 

¶ Formulate such policies regarding the continuing education of Directors, assignment to Board 
Committees, succession plan for Board members and senior officers, and their remuneration 
commensurate with corporate and individual performance. 
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¶ Review and formulate policies to strengthen provisions on conflict of interest, salaries and benefits, 
promotion and career advancement of personnel concerned in line with the existing professional 
development program and succession plan for Senior Management. 

¶ To receive and evaluate complaints regarding conflict of interest situations. 

Corporate Governance is form part of Risk management function to be able to aid in complying with the 
principles of good corporate governance in Risk Management. 

 

Organizational Responsibilities 

Line Management 

Senior Management at PNB Gen consists of the President, Senior Vice President, First Vice President, and Vice 
Presidents who also comprise the Management Committee.  The Senior Management covers various areas 
ǳƴŘŜǊ ǘƘŜƛǊ ŘƛǊŜŎǘ ǊŜǎǇƻƴǎƛōƛƭƛǘȅ ŀƴŘ ƻǾŜǊǎƛƎƘǘ ŦǳƴŎǘƛƻƴǎ ƻƴ ǘƘŜ ŎƻƳǇŀƴȅΩǎ ƻǇŜǊŀǘƛƻƴǎΣ ŀƭƭ ǿƛǘƘƛƴ ƭƛƳƛǘǎ 
provided by the By-Laws.  As the Management Committee of the Board, it shares with the latter the 
responsibility of promoting the highest standards of ethics and integrity, in words and action, within the 
entity.   

Under the Senior Management are other Risk Taking Personnel (RTPs) in the Front Office and Back Office. 

¶ Front Office 

Front Office Personnel (FOPs) refer to all company personnel who have the ability and who have 
been given the authority to commit the company to financial transactions and therefore expose 
the company to various risks.  The control of risks and trading behavior by personnel who over the 
ȅŜŀǊǎΣ ƘŀǾŜ ǇǊƻǾŜƴ ƛƴǘŜƎǊƛǘȅΣ ŘƛǎŎƛǇƭƛƴŜΣ ŀƴŘ ǎƪƛƭƭ ŀǊŜ ŀƴ ŜǎǎŜƴǘƛŀƭ ǇŀǊǘ ƻŦ ǘƘŜ ŎƻƳǇŀƴȅΩǎ Ǌƛǎƪ ǎȅǎǘŜƳ 
and highlights the human component of risk management. FOPs who operate within designated 
units and spŜŎƛŦƛŜŘ ƭƛƳƛǘǎΣ ŀǊŜ ǘƘŜ ŎƻƳǇŀƴȅΩǎ άŦǊƻƴǘƭƛƴŜέ ƛƴ ǊƛǎƪΦ  ¢ƘŜȅ ŀǊŜ ǊŜǎǇƻƴǎƛōƭŜ ŦƻǊ 
identifying opportunities by way of soliciting insurance business, taking the commensurate risk 
positions and actively monitoring, evaluating, and adjusting those positions.  FOPs include the 
Sales Group, Underwriting Group, Claims Group. 

Because of the considerable discretion inherent in their activity, FOPs have the responsibility to: 

a. Know, understand, and fully commit themselves to all of the companys risk policies and 
procedures herein outlined, and to be thoroughly familiar with all product manuals and 
instruction as well us all pertinent regulations that apply to their activities, and the 
precise amount, nature and application of risk limits delegated to them to control those 
risks. 

b. Know the risks assumed in their activities, and the precise amount, nature, and 
application of risk limits delegated to them to control those risks. 

c. Immediately report inadvertent excesses to line managers. 

d. Understand the risk profile of the clients they serve, and to scan and determine market 
opportunities within the context of overall company strategy and risk tolerance. 

e. Identify types of risk created in any new product and activity they plan. 
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f. For the Collector/s to adhere to conditions and guidelines set by the Management 
Committee, but exercising their best judgment when circumstances warrant, for the best 
interest of the company. 

g. Maintain healthy relations and uphold the good image of the company with all clients and 
counterparties. 

 

¶ Back Office 

¢ƘŜ ŎƻƳǇŀƴȅΩǎ ōŀŎƪ ƻŦŦƛŎŜ Ŏƻƴǎƛǎǘǎ ƻŦ ǘƘŜ ǎǳǇǇƻǊǘ ǎǘǊǳŎǘǳǊŜ ŀƴŘ ōŀǎŜ ŦƻǊ ǘƘŜ ŎƻƳǇŀƴȅΩǎ ƻǾŜǊŀƭƭ 
operations.  This includes Controllership, HRAD, Internal Audit, Corplan, IT, Legal, Compliance, 
Risk Management, Collection, GSD, Treasury.  The functions of the back office are to provide 
support to the front office, establish and maintain a system of effective internal control for the 
safe and sound operation of the non-life insurance business. 

Back office sees to it that: 

a. There is separation between front and back offices. 

b. Personnel are not assigned conflicting duties. 

c. No one person is involved with a transaction from origination to settlement. 

d. Processing of transaction adhere to internal and external regulations. 

 

Audit and Compliance 

Audit and Compliance is an essential part of the risk management system of PNB Gen.  However, each 
function has been treated separately and independently of one another. 

 

Board Audit and Compliance Committee 

The purpose of the committee is to: 

¶ Provide oversight functions of the company's internal and external auditors. 

¶ Monitor and evaluate the adequacy and effectiveness of the internal control system of the 
company. 

¶ Provide oversight over compliance functions and/or oversee the compliance program of the 
company. 

¶ Assist the Board in the performance of its oversight responsibility of monitoring compliance with 
applicable laws, rules and regulations. 
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Internal Audit Function 

The Internal Audit is tasked to perform the following: 

¶ Reviews the performance of Risk Management and Risk Control and Self Assessment. 

¶ Reviews and ensures compliance of Risk-Taking Personnel with trading policy and procedures ς 
periodically through spot checks. 

¶ Scan for internal control deficiencies or ineffectively controlled risks and report these in a timely 
manner to the Audit Committee or to the Board of Directors. 

¶ Conducts follow-up reviews and immediately reports to the Board for identified deficiencies that 
remain uncorrected. 

¶ Reviews and ensures that existing policies and procedures remain relevant and adequate for the 
ŎƻƳǇŀƴȅΩǎ ŀŎǘƛǾƛǘƛŜǎΦ 

¶ Reviews the Risk Management process   periodically to assess its effectiveness. 

. 

Compliance Function 

The compliance function has the primary duties of identification, monitoring and controlling compliance (or 
regulatory risks). A Compliance Officer should have the ability to identify compliance issues as quickly and as 
efficiently as possible and to report the findings to the appropriate levels of Management, to the Board of 
Directors or the appropriate committee of the Board of Directors. 
 
At the minimum, the Compliance Officer shall have the following responsibilities: 

¶ Identify all relevant insurance laws, rules and regulations promulgated or issued by government 
regulatory bodies like the Insurance Commission, Securities & Exchange Commission, Bangko 
Sentral ng Pilipinas, Bureau of Internal Revenue, etc. and monitor compliance on these. 

¶ Educate or train personnel on identified insurance laws, rules and regulations thru regular staff 
meetings, issuance of memoranda, memorandum circulars, resolutions, instructions, and policies, 
including those related to AMLA and ensure compliance to those. 

¶ Establish and maintain a constructive working relationship with regulatory bodies for the prime 
purpose of seeking clarification on insurance laws, tax matters, AML issues, BSP rules, SEC 
regulations, or discussing compliance findings. 

¶ Prepare the Compliance Plan/Program for the office. Monitor and assess the compliance program 
and recommend to the Board of Directors any warranted revision or changes in the program. 

¶ Conduct random compliance testing of transactions, give an assessment and rating of office in so 
far as compliance with regulations are concerned and issue a certification of compliance to the 
PNB Corporate Compliance Officer on a quarterly basis. 
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Risk Management 

Risk Oversight Committee 

The Risk Oversight Committee (ROC) is created by the Board of Directors to assist the Board in performing its 
oversight functions to manage the risks of the Company. ROC is given the authority on the following: 

¶ Management to submit regular reports on current risk exposures on underwriting, claims handling, 
internal audit, marketing, credit, interest rate, liquidity, operational, legal, compliance, strategic, 
reputation, technology risks and other applicable risks and to address said risks. 

¶ Approve or endorse for Board approval the proposed risk policies and procedures. 

¶ Access all records of the Company and any of its employees, as it deems necessary. 

¶ Further, ROC is responsible for the implementation of the Risk Management Plan and to review 
and revise the plan, as needed. 

Risk Management Office 

¢ƘŜ ŎƻƳǇŀƴȅ ōŜƴŜŦƛǘǎ ŦǊƻƳ ǘƘŜ ǇŀǊŜƴǘ ōŀƴƪΩǎ wƛǎƪ aŀƴŀƎŜƳŜƴǘ DǊƻǳǇ ƛƴ ƻǾŜǊǎŜŜƛƴƎ ƛǘǎ Ǌƛǎƪ ƳŀƴŀƎŜƳŜƴǘ 
process.  The PNB Gen Risk Overseer reports directly to PNB Gen ROC with matrix reporting to the PNB-RMG. 
The PNB-waD ŀǎǎƛǎǘǎ ǘƘŜ ŎƻƳǇŀƴȅΩǎ wh/ ƛƴ ŀƭƭ ƛǘǎ Ǌƛǎƪ ƳŀƴŀƎŜƳŜƴǘ ǊŜǎǇƻƴǎƛōƛƭƛǘƛŜǎΦ 

In an oversight capacity, the PNB-waD ŦǳǊǘƘŜǊ ŜƴǎǳǊŜǎ ǘƘŜ ŎƻƳǇŀƴȅΩǎ ŎƻƳǇƭƛŀƴŎŜ ǿƛǘƘ ǘƘŜ Ǌƛǎƪ ƳŀƴŀƎŜƳŜƴǘ 
function in so far as PNB Gen is part of the enterprise that is the PNB Group. 

The PNB Gen Risk Overseer shall be responsible for the discharge of the following functions: 

¶ Acts as the primary contact person as far as risk management matters is concerned.  

¶ Ensures the annual review, test and update of the Business Continuity Plan (BCP) is promptly 
observed and the Certification of Compliance is submitted to the Risk Management Group (RMG). 

¶ Sees to the objectivity in executing the Risk Control Self Assessment (RCSA) and timely submission 
to RMG. 

¶ Sees to the correctness, completeness and timeliness in the preparation and submission of the Loss 
Event Report. 

¶ Ensures that all levels of staff understand the responsibilities with respect to operational risk 
management via risk awareness programs in coordination with RMG. 
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Identification of Risks 

Simply defined, risk is the possibility of a loss.  Like any other financial institution, the Company has to 
contend with a variety of risks as it engages in a wide range of activities.   

Risk identification is the recognition and understanding of existing risks or risks that may arise out of an 
activity.  The risks may arise at both the transaction and portfolio level, so identification is a never-ending 
process.  As tools for identification, the customers, products and services of the company, both new and 
existing are subjected to a thorough analysis, evaluation, and approval in the context of the risk guidelines of 
the company and be covered by specific product manuals.  As means to identify risks, the following shall be 
employed: 
 

a. Risk Assessment of Customers, Products and Services ς A thorough analysis and evaluation of the 
ŎƻƳǇŀƴȅΩǎ ǇǊƻŘǳŎǘǎΣ ƴŜǿ ƻǊ ƻƭŘΣ ǎƘŀƭƭ ōŜ ƳŀŘŜ Ǿƛǎ-à-vis the business parameters and risk 
guidelines duly approved.  As best practice, product manuals shall be maintained. 

b. Limits Setting and the Risk Approval Process ς The risk approval process covers all activities that 
need risk limits.  Risk-Taking Personnel start the process by preparing a product proposal, risk 
proposal, or limit request.  With the endorsement of the Senior Manager, the proposal goes 
through the Management Committee, the ROC, and the Board. 

 

Identified Risks in PNB Gen 

Being a financial intermediary, PNB Gen is exposed to the same risks common to the nature of a lending 
operation.  Not being a quasi-bank, however, PNB Gen is not exposed to the risks that deposit-taking and trust 
companies have. 

 

Operational Risk 

The risk of loss resulting from inadequate or failed internal processes, people or system or from external 
events.  

This definition includes Legal Risk, but excludes Strategic and Reputational Risk. Operational Risk is inherent in 
all activities, products and services, and cuts across multiple activities and business lines within the financial 
institution and across the different entities in a banking group or conglomerate where the financial institution 
belongs. (BSP Cir. No. 900, Series of 2016). 

 

Financial Risk 

The Company is exposed to financial risk through its financial assets, financial liabilities and insurance 
liabilities.  In particular, the key financial risk that the Company is exposed to is that the proceeds from its 
financial assets are not sufficient to fund the obligations arising from its insurance contracts.  The most 
important components of this financial risk are credit risk, liquidity risk and market risk. 
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These risks arise from open positions in interest rate, currency and equity products, all of which are exposed 
to general and specific market movements. 

Credit Risk is the risk that one party to a financial instrument will fail to discharge an obligation and 
cause the other party to incur a financial loss. 

The Company manages the level of credit risk it accepts through a comprehensive credit risk policy 
setting out the assessment and determination of what constitutes credit risk for the Company; setting 
up of exposure limits by each counterparty or group of counterparties; right of offset where counter 
parties are both debtors and creditors; guidelines on obtaining collateral guaranties; reporting of 
credit risk exposures; monitoring compliance with credit risk policy and review of credit risk policy for 
pertinence and changing environment. 

Although the Company has reinsurance arrangements, it is not relieved of its direct obligations to its 
policyholders and thus, a credit exposure exists with respect to reinsurance ceded, to the extent that 
any reinsurer may be unable to meet its obligations assumed under such reinsurance arrangements.  
The Company selects only domestic and foreign companies with strong financial standing and 
ŜȄŎŜƭƭŜƴǘ ǘǊŀŎƪ ǊŜŎƻǊŘǎ ǿƘƛŎƘ ŀǊŜ ŀƭƭƻǿŜŘ ǘƻ ǇŀǊǘƛŎƛǇŀǘŜ ƛƴ ǘƘŜ /ƻƳǇŀƴȅΩǎ ǊŜƛƴǎǳǊŀƴŎŜ ǇǊƻƎǊŀƳǎΦ 

In respect of investment securities, the company limits its exposure by setting maximum limits of 
portfolio securities with a single group of issuers.  The Company also makes use of institutions with 
high credit worthiness. 

The Company sets the maximum amounts and limits that may be advanced to/placed with individual 
corporate counter parties which are set by reference to their long-term ratings. 

With respect to credit risk arising from its financial assets, which comprise of cash and cash 
ŜǉǳƛǾŀƭŜƴǘǎΣ ƛƴǎǳǊŀƴŎŜ ǊŜŎŜƛǾŀōƭŜǎΣ !C{ CƛƴŀƴŎƛŀƭ ŀǎǎŜǘǎ ŀƴŘ ƭƻŀƴ ǊŜŎŜƛǾŀōƭŜǎΣ ǘƘŜ /ƻƳǇŀƴȅΩǎ 
maximum exposure is equal to the carrying amount of these instruments. 

The Investment Committee determines the investment placements of the Company which is being 
implemented by the Treasury Group.  

 The Collection Unit enforces the strict collection of insurance balances receivable and ensures that 
set policies on credit arrangements are complied.  If necessary, offsetting of receivables against 
payables are effected on reinsurance accounts. 

 

Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations associated with 
financial instruments. 

¢ƘŜ /ƻƳǇŀƴȅΩǎ ŦǳƴŘƛƴƎ ǊŜǉǳƛǊŜƳŜƴǘǎ ŀǊŜ ōŜƛƴƎ ƳƻƴƛǘƻǊŜŘ ōȅ ǘƘŜ ¢ǊŜŀǎǳǊȅ DǊƻǳǇΦ  5ƛǎōǳǊǎŜƳŜƴǘǎ 
entailing huge amounts are coursed through the Treasury Group which ensures that all disbursements 
are properly funded.  Free funds are invested in government securities or placed in the bank time 
deposits as overseen by the Investment Committee. 

 

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in market prices.  Market risk comprises three types of risks: foreign exchange 
rate (currency risk), market interest rates (interest rate risk) and market prices (price risk). 
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¢ƘŜ ŦƻƭƭƻǿƛƴƎ ǇƻƭƛŎƛŜǎ ŀƴŘ ǇǊƻŎŜŘǳǊŜǎ ŀǊŜ ƛƴ ǇƭŀŎŜ ǘƻ ƳƛǘƛƎŀǘŜ ǘƘŜ /ƻƳǇŀƴȅΩǎ ŜȄǇƻǎǳǊŜ to market risk: 

¶ ¢ƘŜ /ƻƳǇŀƴȅΩǎ ƳŀǊƪŜǘ Ǌƛǎƪ ǇƻƭƛŎȅ ǎŜǘǘƛƴƎ ƻǳǘ ǘƘŜ ŀǎǎŜǎǎƳŜƴǘ ŀƴŘ ŘŜǘŜǊƳƛƴŀǘƛƻƴ ƻŦ ǿƘŀǘ 
constitutes market risk for the Company.  Compliance with the policy is monitored and 
exposures and breaches are reported to the risk committee.  The policy is reviewed regularly 
for pertinence and for changes in the risk environment. 

¶ Set asset allocation and portfolio limit structure. 

¶ Stipulated diversification benchmarks by type of instrument. 

 

Currency Risk. ¢ƘŜ /ƻƳǇŀƴȅΩǎ ǇǊƛƴŎƛǇŀƭ ǘǊŀƴǎŀŎǘƛƻƴǎ ŀǊŜ ŎŀǊǊied out in Philippine Peso and its foreign 
ŜȄŎƘŀƴƎŜ Ǌƛǎƪ ŀǊƛǎŜǎ ǇǊƛƳŀǊƛƭȅ ǿƛǘƘ ǊŜǎǇŜŎǘ ǘƻ ¦Φ{Φ 5ƻƭƭŀǊǎΦ  ¢ƘŜ /ƻƳǇŀƴȅΩǎ ŦƛƴŀƴŎƛŀƭ ŀǎǎŜǘǎ ŀǊŜ 
primarily denominated in the same currencies as its insurance contracts, which mitigate the foreign 
exchange rate risk.  Thus, the main foreign exchange risk arises from recognized assets and liabilities 
denominated in currencies other than in which the insurance contracts are expected to be settled. 

 

Interest Rate Risk is the risk that the value/future cash flows of a financial instrument will fluctuate 
ōŜŎŀǳǎŜ ƻŦ ŎƘŀƴƎŜǎ ƛƴ ƛƴǘŜǊŜǎǘ ǊŀǘŜǎΦ ¢ƘŜ /ƻƳǇŀƴȅΩǎ ŦƛȄŜŘ ǊŀǘŜ ƛƴǾŜǎǘƳŜƴǘǎ ŀƴŘ ǊŜŎŜƛǾŀōƭŜǎ ƛƴ 
particular are exposed to fair value risk. 

¢ƘŜ /ƻƳǇŀƴȅΩǎ ƳŀǊƪŜǘ Ǌƛǎƪ ǇƻƭƛŎȅ ǊŜǉǳƛǊŜǎ ƛǘ ǘƻ ƛŘŜƴǘƛŦȅΣ ǉǳŀƴǘƛŦȅΣ ƳŀƴŀƎŜ ŀƴŘ Ŏƻƴǘrol the risks 
involved on investments, diversification plans, and limits on investment for each sector and market, in 
close coordination with Investment Committee which meets regularly and report the same to its 
Board of Directors.  
 

Price Risk. The CompanȅΩǎ ǇǊƛŎŜ Ǌƛǎƪ ŜȄǇƻǎǳǊŜ ǊŜƭŀǘŜǎ ǘƻ ŦƛƴŀƴŎƛŀƭ ŀǎǎŜǘǎ ŀƴŘ ƭƛŀōƛƭƛǘƛŜǎ ǿƘƻǎŜ ǾŀƭǳŜǎ  
fluctuate as a result of changes in market prices. 

Such investment securities are subject to price risk due to changes in market values of instruments 
arising either from factors specific to individual instruments or their issuers or factors affecting all 
instruments traded in the market. 

¢ƘŜ /ƻƳǇŀƴȅΩǎ ƳŀǊƪŜǘ Ǌƛǎƪ ǇƻƭƛŎȅ ǊŜǉǳƛǊŜǎ ƛǘ ǘƻ ƳŀƴŀƎŜ ǎǳŎƘ Ǌƛǎƪǎ ōȅ ǎŜǘǘƛƴƎ ŀƴŘ ƳƻƴƛǘƻǊƛƴƎ 
objectives and constraints on investments, diversification plan, and limits on investment in each 
sector and market, in close coordination with Investment Committee which meets regularly.  

 

Insurance Risk 

The risk under an insurance contract is the risk that an insured event will occur including the uncertainty of 
the amount and timing of any resulting claim.  The principal risk the Company faces under such contracts is 
that the actual claims and benefit payments exceed the carrying amount of insurance liabilities.  This is 
influenced by the frequency of claims, severity of claims, when actual benefits paid are greater than originally 
estimated and subsequent development of long-term claims. 
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The Company principally issues the following types of general insurance contracts: fire, motor, accident, 
casualty, marine, engineering and surety.  Risks under general insurance policies usually cover twelve - 
months duration. 

For general insurance contracts the most significant risks arise from climate changes, natural disasters and 
terrorist activities. 

These risks vary significantly in relation to the location of the risk insured by the Company, type of risk 
insured, and by industry.  Undue concentration by amounts can have a further impact on the severity of 
benefit payments on a portfolio basis. 

The above risk exposure is mitigated by diversification across a large portfolio of insurance contracts.  The 
variability of risks is improved by careful selection and implementation of underwriting strategies, which are 
designed to ensure that risks are diversified in terms of type of risk and level of insured benefits.  This is 
largely achieved through diversification across industry sectors and geography.  Further, strict claim review 
policies to assess all new and ongoing claims, regular detailed review of claims handling procedures and 
frequent investigation of possible fraudulent claims are all policies and procedures put in place to reduce the 
risk exposure of the Company.  The Company further enforces a policy of actively managing and prompt 
pursuing of claims, in order to reduce its exposure to unpredictable future developments that can negatively 
impact the company. 

The Company has also limited its exposure by imposing maximum claim amounts on certain contracts as well 
as the use of reinsurance arrangements in order to limit exposure to catastrophic events like typhoon, 
earthquakes, and flood damages. 

The purpose of these underwriting and reinsurance strategies is to limit exposure to catastrophes to a 
ǇǊŜŘŜǘŜǊƳƛƴŜŘ ƳŀȄƛƳǳƳ ŀƳƻǳƴǘ ōŀǎŜŘ ƻƴ ǘƘŜ /ƻƳǇŀƴȅΩǎ Ǌƛǎƪ ŀǇǇŜǘƛǘŜ as decided by management. 

 

Underwriting Risk  

It is the chance of loss or the occurrence of an unfavorable or undesirable risk. The purpose of underwriting is 
to secure a safe and profitable distribution of risk. Also, to maintain the stability of the company loss ratio. 

Function of Underwriting involves: 
1. Risk Selection 
2. Risk Evaluation 
3. Risk Classification 
4. Risk Rating 

 
Factors to consider in the selection/acceptance of risks: 

1. Physical Hazard ς caused by objective material factors 
2. Moral Hazard ς caused by personal acts of individual 
3. Morale Hazard ς caused by indifference of the policy holders 
4. Legal Hazard ς caused by the operations of laws 

 
Business Lines being Underwritten/ Accepted 

1. Property (Fire) Insurance 
2. Engineering Insurance 
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¶ Contractors All Risks Insurance 

¶ Erection All Risks Insurance 

¶ Electronic Equipment Insurance 

¶ Machinery Breakdown Insurance 
3. Marine Cargo Insurance 
4. Motor Car Insurance 
5. Casualty Insurance 

¶ Fidelity Guarantee  

¶ Money, Securities and Payroll (MSP)  

¶ Property Floater  
6. Personal Accident Insurance 
7. Bonds and Surety 

 
Strategic Risk 

Strategic risk is the current and prospective impact on earnings or capital arising from adverse business 
decisions, improper implementation of decisions, or lack of responsiveness to industry changes. This risk is a 
funcǘƛƻƴ ƻŦ ǘƘŜ ŎƻƳǇŀǘƛōƛƭƛǘȅ ƻŦ ŀƴ ƻǊƎŀƴƛȊŀǘƛƻƴΩǎ ǎǘǊŀǘŜƎƛŎ ƎƻŀƭǎΣ ǘƘŜ ōǳǎƛƴŜǎǎ ǎǘǊŀǘŜƎƛŜǎ ŘŜǾŜƭƻǇŜŘ ǘƻ ŀŎƘƛŜǾŜ 
those goals, the resources deployed against these goals, and the quality of implementation. The resources 
needed to carry out business strategies are both tangible and intangible. They include communication 
ŎƘŀƴƴŜƭǎΣ ƻǇŜǊŀǘƛƴƎ ǎȅǎǘŜƳǎΣ ŘŜƭƛǾŜǊȅ ƴŜǘǿƻǊƪǎΣ ŀƴŘ ƳŀƴŀƎŜǊƛŀƭ ŎŀǇŀŎƛǘƛŜǎ ŀƴŘ ŎŀǇŀōƛƭƛǘƛŜǎΦ ¢ƘŜ ƻǊƎŀƴƛȊŀǘƛƻƴΩǎ 
internal characteristics must be evaluated against the impact of economic, technological, competitive, 
regulatory, and other environmental changes. (BSP Circ 510, dated 03 Feb 2006) 

 

Compliance Risk 

Compliance risk is the current and prospective risk to earnings or capital arising from violations of, or 
nonconformance with, laws, rules, regulations, prescribed practices, internal policies and procedures, or 
ethical standards. Compliance risk also arises in situations where the laws or rules governing certain FI 
ǇǊƻŘǳŎǘǎ ƻǊ ŀŎǘƛǾƛǘƛŜǎ ƻŦ ǘƘŜ CLΩǎ ŎƭƛŜƴǘǎ Ƴŀȅ ōŜ ŀƳōƛƎǳƻǳǎ ƻǊ ǳƴǘŜǎǘŜŘΦ ¢Ƙƛǎ Ǌƛsk exposes the FI to fines, 
payment of damages, and the voiding of contracts. Compliance risk can lead to diminished reputation, 
reduced franchise value, limited business opportunities, reduced expansion potential, and lack of contract 
enforceability. (BSP Circ 510, dated 03 Feb 2006) 

 

Reputation risk 

Reputation risk is the current and prospective impact on earnings or capital arising from negative public 
ƻǇƛƴƛƻƴΦ ¢Ƙƛǎ ŀŦŦŜŎǘǎ ǘƘŜ CLΩǎ ŀōƛƭƛǘȅ ǘƻ ŜǎǘŀōƭƛǎƘ ƴŜǿ ǊŜƭŀǘƛƻƴǎƘƛǇǎ ƻǊ ǎŜǊǾƛŎŜǎ ƻǊ ŎƻƴǘƛƴǳŜ ǎŜǊǾƛŎƛƴƎ existing 
relationships. This risk may expose the FI to litigation, financial loss, or a decline in its customer base. In 
extreme cases, FI's that lose their reputation may suffer a run on deposits. Reputation risk exposure is present 
throughout the organization and requires the responsibility to exercise an abundance of caution in dealing 
with customers and the community. (BSP Circ 510, dated 03 Feb 2006) 
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Technology risk 

Technology can give rise to operational, strategic, reputation and compliance risks in many ways. With PNB 
DŜƴǎΩ ƛƴŎǊŜŀǎŜŘ ǊŜƭƛŀƴŎŜ ƻƴ ǘŜŎƘƴƻƭƻƎȅΣ ƛǘ ƛǎ ƛƳǇƻǊǘŀƴǘ ŦƻǊ ǘƘŜ ōŀƴƪǎ ǘƻ ǳƴŘŜǊǎǘŀƴŘ Ƙƻǿ ǎǇŜŎƛŦƛŎ ǘŜŎƘƴƻƭƻƎƛŜǎ 
operate and how their use or failure may expose banks to risk. (BSP Circ 510, dated 03 Feb 2006) 

 

Legal risk 

Legal Risk is the current and prospective impact on earnings or capital arising from legal sanctions against  
tb. DŜƴΦ  ¢Ƙƛǎ ƛƳǇŀŎǘǎ ƴƻǘ ƻƴƭȅ ǘƘŜ ŎƻƳǇŀƴȅΩǎ ŦƛƴŀƴŎƛŀƭ ǇŜǊŦƻǊƳŀƴŎŜ ōǳǘ ǿƛƭƭ ŀƭǎƻ ŀŦŦŜŎǘ ǘƘŜ tb. DŜƴΩǎ 
reputation if such legal sanctions are made public. (BSP Circ 510, dated 03 Feb 2006) 

 

Information Security risk 

Information Security risk is the risk to organizational operations (including mission, functions, image, 
reputation), organizational assets, individuals due to the potential for unauthorized access, use, disclosure, 
disruption, modification or destruction of information or information assets that will compromise the 
Confidentiality, Integrity, and Availability (National Institute of Standards and Technology (NIST) and BSP 
Circular 808).   This covers data or information being processed, in storage or in transit. 

 

Business Continuity risk & Disaster Recovery risk 

Business Continuity risk & Disaster Recovery risk is the risk that an organization cannot maintain state of 
continued, uninterrupted operation of a business when its primary location of business(es) becomes 
inoperable due to unforeseen natural and man-made disaster or loss events.  Disaster Recovery risk is the risk 
to the organization where the primary location of its technology assets that enables continuity of business 
becomes unoperable. (BSP 808, BIS High-level principles for business continuity 2006) 
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Risk Management Process 

Overview of the Risk Management Process 

¢ƘŜ /ƻƳǇŀƴȅ ŀŘƻǇǘǎ tb.Ωǎ wƛǎƪ aŀƴŀƎŜƳŜƴǘ tǊƻŎŜǎǎΦ {ǳŎƘ ƛǎ ǇŜǊŦƻǊƳŜŘ ŎƻƘŜǊŜƴǘƭȅ and collaboratively at 
three levels, namely: 

1. Strategic Level - ǿƘŜǊŜ ǘƘŜ .ƻŀǊŘ ƻŦ 5ƛǊŜŎǘƻǊǎ ŀƴŘ [ƛƴŜ aŀƴŀƎŜƳŜƴǘ ŘŜŦƛƴŜ ǘƘŜ ŎƻƳǇŀƴȅΩǎ Ƴƛǎǎƛƻƴ 
and vision, set corporate goals, formulate strategic plans, and establish the risk philosophy. 

2. Transactional level ς where the Risk-Taking Personnel (RTP), Front Office, and Back office determine 
opportunities and take risks, congruent to the goals, strategies and risk philosophy set at the 
Strategic Level. 

3. Portfolio level ς where the portfolio or total risk exposure is captured and evaluated by the Risk 
Oversight Committee. 

 

In each of these 3 levels, the risk process involves the 4 main aspects of risk management namely:   

a. Risk Identification 
b. Risk Measurement 
c. Risk Evaluation (i.e.  Analysis of Risk) 
d. Risk Management ( i.e. Monitor,  Control or Mitigate  Risk) 
  

¢ƘŜǎŜ ŦƻǳǊ ŀǎǇŜŎǘǎ ŀǊŜ ǘƘŜ Ƴŀƛƴ ŎƻƎǎ ƻŦ ǘƘŜ /ƻƳǇŀƴȅΩǎ Ǌƛǎƪ ƳŀƴŀƎŜƳŜƴǘ ǇǊƻŎŜǎǎΦ  ¢ƘŜǎŜ ǎƘŀƭƭ ǎŜǊǾŜ ŀǎ ǘƘŜ 
standard risk management framework, thus all operating units of the Company must apply these processes, 
particularly the RTP who should carefully consider the risks associated with the: 

1. Proposed transaction, 

2. Prospective client, and 

3. Risk in the market or industry it is in or it depends upon. 
 

Risk Identification 

Risk Identification - is the recognition and understanding of existing risks or risks that may arise from new 
business. This is a continuing process which should occur at both the transaction and portfolio level. As tools 
for identification, the customers, products and services of the company, both new and existing are subjected 
to a thorough analysis, evaluation, and approval in the context of the risk guidelines of the company and be 
covered by specific product manuals.  As means to identify risks, the following shall be employed. 

There are a number of ways where the identification of risks is done in the Bank:  

1. Risk Assessment - RCSA is an activity aimed to identify, assess, and prioritize risks to provide reasonable 
assurance to management that the Bank's business objectives are achieved. It is an empowering method / 
process by which management and staff of all levels collectively identify and evaluate risks and controls; 
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and assisting them in understanding the consequences of risks and their potential impact on business 
outcomes (PNB ICAAP Policy). 

The Risk and Control Self-Assessment (RCSA) of the Bank is a forward-looking process through which risks 
are identified and the effectiveness of controls are assessed and examined.  

Risk Assessment of Customers, Products and Services - A thorough analysis and evaluation of the 
ŎƻƳǇŀƴȅΩǎ ǇǊƻŘǳŎǘǎΣ ƴŜǿ ƻǊ ƻƭŘΣ ǎƘŀƭƭ ōŜ ƳŀŘŜ Ǿƛǎ-à-vis the business parameters and risk guidelines duly 
approved.  As best practice, product manuals shall be maintained. 

2. Limits Setting and the Risk Approval Process - The risk approval process covers all activities that need risk 
limits, whether these activities are existing or proposed.  Risk-Taking Personnel start the process by 
preparing a product proposal, risk proposal, or limit request.  With the endorsement of the Senior 
Manager, the proposal goes through the Management Committee, the Risk Oversight Committee, and the 
Board. 

Please see Annex 2 for the complete Manual on Signing Authority (MSA) 

Risk Measurement 

Risk Measurement ς is the assessment of risks in both individual transactions and portfolios. The 
measurement tools must be accurate and appropriate for each type of risk. 

Quantifiable risks are subject to numerical measurement (through validated methodologies). These risks shall 
be managed and controlled by means of a structure of general and specific limits (expressed in monetary 
units).  

Non-Quantifiable risks are not subject to specific numerical measurement, but are just as significant and 
require similar management attention. These risks are invariably managed by development of both strong 
άŎƻƴǘǊƻƭ ŎǳƭǘǳǊŜέΣ ŀƴŘ ŀƴ ŜŦŦŜŎǘƛǾŜ ƛƴǘŜǊƴŀƭ ŎƻƴǘǊƻƭ ǎȅǎǘŜƳ ǘƘŀǘ Ŏƻƴǎǘŀƴǘƭȅ ƳƻƴƛǘƻǊǎ ŀƴŘ ǳǇŘŀǘŜǎ ƻǇŜǊŀǘƛƻƴŀƭ 
ǇƻƭƛŎƛŜǎ ŀƴŘ ǇǊƻŎŜŘǳǊŜǎ ƻŦ  tb. DŜƴΩǎ  ŀŎǘƛǾƛǘƛŜǎ ŀƴŘ ǘǊŀƴǎŀŎǘƛƻƴǎΦ  

Risk Evaluation or Analysis 

Risk  Analysis  revolves around data. The risk analysis process  comprises  the following factors: 

1. Identification of Variables for which data is to be collected ς This process should focus on those risk 
variables that will provide relevant information and contribute to a meaningful risk analysis.   

2. The collection process has to be practical and as such data needed should be readily available.  Risk 
Analysis revolves around historical data to intelligently predict and quantify the risk 

3. Risk Modeling ς Once data has been collected, there have to be arrayed into a model, which should 
be tested, calibrated on a regular basis.   

PNB Gen has adopted the risk models in order to have a quantitative portfolio approach in measuring and 
monitoring market risk, credit risk, and operations risk. 

See Annex 3 ς Risk Management Reporting Templates Used by PNB Gen for the sample templates.  
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Risk Monitoring, Control and Reporting  

The aspect of risk management that completes the process is monitoring and control.  This ensures that the 
risks identified are arrayed against the limits set; that the information and/or data pertaining to the risks have 
been thoroughly analyzed; and any breaches in the limits are appropriately reported and finally, that 
management actions as spelled out in the risk approval process are followed through.  It is important that 
corrective and/or continuing actions are engaged to ensure the completeness of the risk management 
process. 

The following approaches could be used to manage risk.  Where the risk is material, the decision to use any of 
the following approaches should be transparent within the organization and should be consistent with the 
.ŀƴƪΩǎ ƻǾŜǊŀƭƭ ōǳǎƛƴŜǎǎ ǎǘǊŀǘŜƎȅ ŀƴŘ ŀǇǇŜǘƛǘŜ ŦƻǊ ǊƛǎƪΥ 

a. Accept risk - Management decides to continue operations as is with a consensus to accept the 
inherent risks. 

b. Monitor risk - Management performs timely review of risk positions & exceptions and ensure that its 
decisions are implemented for all geographies, products and legal entities. 

c. Transfer risk - Management decides to transfer the risk from, for example, one business unit to 
another or from one business area to a third party (e.g.  Insurer). 

d. Control Risk - Management controls the occurrence of risk.  It entails establishment and 
communication of risk limits through policies, standards and procedures that define responsibility and 
authority.  

e. Eliminate risk - Management decides to eliminate risk through dissolution of a key business unit or 
operating area. 

f. Reduce risk -Management decides to reduce current risks through improvement in controls and 
process. 

g. Mitigate risk - Management accepts current level of risk but undertakes key actions to mitigate risks 
through changing the way it conducts business.   

 

Risk Mitigants 
 

¶ Strict adherence to underwriting guidelines and proper exercise of the Manual Signing Authority 
(MAS) 

¶ Correct underwriting distribution for a particular risk by terms of retention and treaty capacity to 
avoid over placement 

¶ Treaty limit and condition  

¶ Facultative reinsurance (Note: Under guidelines and MSA Reinsurance and treaty are all approved by 
BOD of PNB Gen).  

¶ Strict review of accounts for renewal within the prescribed date of 90 days before expiry date of the 
policy 

¶ Training of our people by sending them to seminars locally and abroad in order to enhance their 
knowledge and expertise in their respective lines 
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¶ Risks which are considered avoid/decline risk under the underwriting guidelines can only be approved 
by the COO or the President. 

Risk Management Reports as required by Parent Bank- RMG 

¶ Operational Risk Management requires a monthly submission of the Loss Events Report (LER) from all 
the business units. The LER requires reporting of Actual, Potential and Near-miss losses emanating 
from the seven (7) loss events: Internal Fraud; External Fraud; Employment Practices and Workplace 
Safety; Clients, Products and Business Practices; Execution, Delivery and Process Management; 
Damage to Physical Assets and; Business Disruption and System Failure. 

 

¶ Likewise, the Risk and Control Self Assessment (RCSA) is conducted on an annual basis while the Key 
Risk Indicators (KRIs) established from the RCSA response are monitored semi-annually. Moreover, as 
part of the Parent Bank's Internal Capital Adequacy Assessment Process' (ICAAP) requirement, the 
Company prepares a risk assessment of its KRI or material risks to consider its three-year business 
projections. Further, the Company performs stress testing for possible adverse unexpected outcomes 
relevant to the material risks to provide an indication on the required capital to absorb losses in case 
of shock. 

 

¶ For Information Security and Business Continuity risks, the following reports are prepared: 
 

Report Name Description 
Frequency of 

Reporting 

Information Asset 
Register 

Inventory of information assets valued based on the 
assessment of ǘƘŜ ŀǎǎŜǘǎΩ /ƻƴŦƛŘŜƴǘƛŀƭƛǘȅΣ LƴǘŜƎǊƛǘȅ ŀƴŘ 
Availability (C.I.A).   

Annual 

Business Impact 
Analysis and Risk 
Assessment of 
Threats to Business 

BIA - process of identifying the critical business functions 
and the losses and effects if these functions are not 
available. 
RA - process of identifying and analyzing the potential 
threats that could severely interrupt business activities and 
the corresponding likelihood and magnitude of impact on 
business processes.  

Annual 

Call Tree Directory A listing of telephone numbers (most actively used) and 
residential addresses of all employees which is being 
updated quarterly or as deemed necessary. 

Annual (or as 
the change 
arises) 

Call Tree Test Results Results that validate the accuracy of the phone numbers 
provided and measures the effectiveness of the call tree 
notification process specifically during outside of office 
hours. 

Annual 

Table Top Test A review of the processes and procedures in case of the 
real scenario and/or a walk through of the plans to ensure 
all personnel will be familiarized.   
 

Annual 

BCP Certification on A document being accomplished / to be submitted every Annual 
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Review, Test and 
Update 

time a Review, Test and Update has been conducted 

 

¶ The following are the tools to measure Market Risk, Interest Rate Risk and Liquidity Risk exposures 
of the company: 
 

Report Name Description 
Frequency of 

Reporting 

Value-at-Risk (VAR) ±!w ƛǎ ŀ ƳŜŀǎǳǊŜ ƻŦ ǘƘŜ Ǌƛǎƪ ŜȄǇƻǎǳǊŜ ƻŦ ǘƘŜ ŎƻƳǇŀƴȅΩǎ C· 
Position. It is a tool for measuring the potential loss from an 
unlikely adverse event in a normal market environment. In 
its most general form, the Value-at-Risk measures the 
potential loss in value of a risky asset or portfolio over a 
defined period for a given confidence interval. 

Daily 

Mark to Market 
(MTM) 

MTM is the process of valuing the security/investment at its 
current market price on the day of valuation. This is the 
basis for assessing risk in terms of current liquidation value 
of positions  

Monthly 

Earnings at Risk (EAR) EAR is  used to measure the potential decline in net interest 
margin in case of adverse change in interest rates given the 
ŎƻƳǇŀƴȅΩǎ ǊŜǇǊƛŎƛƴƎ ƎŀǇ ǇǊƻŦƛƭŜΦ wŀǘŜ ǎŜƴǎƛǘƛǾŜ ŀǎǎŜǘǎ ŀƴŘ 
liabilities are arrayed based on the repricing date (if floater) 
or maturity date (if fixed rate) whichever comes first 

Monthly 

Maximum 
Cumulative Outflow 
(MCO) 

MCO measures the amount of prospective funding that the 
company will require at pre-specified future dates in 
normal operating environments. This is a measure of 
liquidity gap between maturing liabilities and assets. 

Monthly 

 

Risk Awareness Program 

The Risk Awareness Program are being implemented by RMG by disseminating materials and providing 
lectures like Risk Education Awareness Program (REAP) and Information Security Awareness and Business 
Continuity Management Training (ISEAT) to ensure that everybody in the company is aware of the various 
types of risk and how to mitigate them.  

 

Review of the ERM Framework 

The Risk Overseer of PNB Gen, assisted by the PNB-RMG, shall review the risk management manual at least 
annually or as the need arises.  The review shall be documented.  The overall effectiveness and relevance of 
the manual shall be evaluated.  Policies are re-examined and the entire philosophy is validated. 
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Annex A: Complete Powers, Duties and Responsibilities of the Board of Directors 

 
1.  Powers, Duties and Responsibilities of the Board of Directors 

 
A. Powers of the Board of Directors 

 
The corporate powers of the company shall be exercised, its business conducted and all 
its property controlled and held, by its board of directors. The powers of the board of 
directors as conferred by law are original and cannot be revoked by the stockholders. 
The directors hold their office charged with the duty to exercise sound and objective 
judgment for the best interest of the company. 

 
B.  General Responsibilities of the Board of Directors  

 

1)     The board of directors is primarily responsible for approving and overseeing the 
implementation of the company's strategic objectives, risk strategy, corporate 
governance and corporate values. Further, the board of directors is also responsible 
for monitoring and overseeing the performance of senior management as the latter 
manages the day to day affairs of the company. 

 

2)     The .ƻŀǊŘ ǎƘŀƭƭ ŦƻǊƳǳƭŀǘŜ ǘƘŜ /ƻƳǇŀƴȅΩǎ ǾƛǎƛƻƴΣ ƳƛǎǎƛƻƴΣ ǎǘrategic objectives, 
policies and procedures that shall guide its activities, including the means to 
ŜŦŦŜŎǘƛǾŜƭȅ ƳƻƴƛǘƻǊ aŀƴŀƎŜƳŜƴǘΩǎ ǇŜǊŦƻǊƳŀƴŎŜΤ ŀƴŘ  
 

3)     Lǘ ǎƘŀƭƭ ōŜ ǘƘŜ .ƻŀǊŘΩǎ ǊŜǎǇƻƴǎƛōƛƭƛǘȅ ǘƻ ŦƻǎǘŜǊ ǘƘŜ ƭƻƴƎ-term success of the 
corporation, and to sustain its competitiveness and profitability in a manner 
consistent with its corporate objectives, for the best interest of the Company, its 
stockholders and other stakeholders. 

 
C.   Internal Control Responsibilities of the Board 
 

The control environment of the Company consists of (a) the Board which ensures that the 
Company is properly and effectively managed and supervised; (b) a Management that 
actively manages and operates the Company in a sound and prudent manner; (c) the 
organizational and procedural control supported by effective management information 
and risk management reporting systems; and (d) an independent audit mechanism to 
ƳƻƴƛǘƻǊ ǘƘŜ ŀŘŜǉǳŀŎȅ ŀƴŘ ŜŦŦŜŎǘƛǾŜƴŜǎǎ ƻŦ ǘƘŜ ŎƻǊǇƻǊŀǘƛƻƴΩǎ ƎƻǾŜǊƴŀƴŎŜΣ ƻǇŜǊŀǘƛƻƴǎΣ ŀƴŘ 
information systems, including reliability and integrity of financial and operational 
information, the effectiveness and efficiency of operations, the safeguarding of assets, and 
compliance with laws, rules, and regulations and contracts.  
 
The minimum internal control mechanisms for the perfƻǊƳŀƴŎŜ ƻŦ ǘƘŜ .ƻŀǊŘΩǎ ƻǾŜǊǎƛƎƘǘ 
responsibility may include: 
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1)     Definition of the duties and responsibilities of the President who is ultimately 
ŀŎŎƻǳƴǘŀōƭŜ ŦƻǊ ǘƘŜ /ƻƳǇŀƴȅΩǎ ƻǊƎŀƴƛȊŀǘƛƻƴŀƭ ŀƴŘ ƻǇŜǊŀǘƛƻƴŀƭ ŎƻƴǘǊƻƭǎΤ 

 

2)     Selection of the person who possesses the ability, integrity and expertise essential for 
the position of President; 

 

3)     Evaluation of proposed senior management appointments; 
 

4)    Selection and appointment of qualified and competent management officers; and 
 

5)     Review ƻŦ ǘƘŜ ŎƻƳǇŀƴȅΩǎ Ƙǳman policies, conflict of interest situations, compensation 
program for employees, and management succession plan. 

 
 
D.  Specific Duties and Responsibilities of the Board of Directors 

 
To ensure high standards of best practices for the Company, its stockholders and other 
stakeholders, the Board should conduct itself with honesty and integrity in the 
performance of, among others, the following duties and responsibilities:  

 

1) To approve and monitor the implementation of strategic objectives. Consistent with 
the company's strategic objectives, business plans shall be established for the 
company including its trust operations and initiatives thereto shall be implemented 
with clearly defined responsibilities and accountabilities.  These shall take into 
account the comǇŀƴȅΩǎ ƭƻƴƎ ǘŜǊƳ ŦƛƴŀƴŎƛŀƭ ƛƴǘŜǊŜǎǘǎΣ ƛǘǎ ƭŜǾŜƭ ƻŦ Ǌƛǎƪ ǘƻƭŜǊŀƴŎŜ ŀƴŘ 
its ability to manage risks effectively. The board shall establish a system for 
measuring performance against plans through regular monitoring and reviews, with 
corrective action taken as needed. 

 
The Board shall review and approve the budget prepared by Management as well as 
the revisions thereto and shall monitor actual performance against the budget. 

 

2) To approve and oversee the implementation of policies governing major areas of 
operations. The board shall approve policies on all major business activities and 
accordingly define the company's level of risk tolerance in respect of business 
activities. A mechanism to ensure compliance with said policies shall also be 
provided.  The board shall set out matters and authorities reserved to it for 
decision, which include, among others major capital expenditures, equity 
investments and divestments. The board shall also establish the limits of the 
discretionary powers of each officer, committee, and such other groups for 
purposes of lending, investing or any other financial undertaking that exposes the 
company to significant risks. 

 

3) To approve and oversee the implementation of risk management policies. The board 
of directors shall be responsible for defining the company's level of risk tolerance 
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and for the approval and oversight of the implementation of policies and 
procedures relating to the management of risks; 

 

4) Identify key risk areas and performance indicators and monitor these factors with due 
diligence to enable the Company, including its trust operations to anticipate and 
prepare for possible threats to its operational and financial viability; 

 

5) Adopt and maintain adequate risk management policy. The risk management policy 
shall include: 

¶ a comprehensive risk management approach; 

¶ a detailed structure of limits, guidelines and other parameters used to govern 
risk-taking; 

¶ a clear delineation of lines of responsibilities for managing risk; 

¶ an adequate system for measuring risk; and 

¶ an effective internal controls and a comprehensive risk-reporting process. 
 

6) To oversee selection and performance of senior management. It is the primary 
responsibility of the board of directors to appoint competent, professional, honest, 
and highly-motivated management team at all times; adopt an effective succession 
planning program for management; monitor and assess the performance of the 
management team based on established performance standards that are consistent 
with the company's strategic objectives, and conduct regular review of company's 
policies with the management team: 

 

¶ The Board of Directors shall apply fit and proper standards on key personnel.  
LƴǘŜƎǊƛǘȅΣ ǘŜŎƘƴƛŎŀƭ ŜȄǇŜǊǘƛǎŜ ŀƴŘ ŜȄǇŜǊƛŜƴŎŜ ƛƴ ǘƘŜ ƛƴǎǘƛǘǳǘƛƻƴΩǎ ōǳǎƛƴŜǎǎΣ ŜƛǘƘŜǊ 
current or planned, shall be the key considerations in the selection process.  The 
board of directors shall replace members of senior management, when 
necessary, and have in place an appropriate plan of succession.  

 

¶ The Board of Directors shall regularly monitor the actions of senior management 
and ensure that these are consistent with the policies that it has approved. It 
shall put in place formal performance standards to be able to effectively assess 
the performance of senior management. 

 

¶ The Board of Directors shall regularly meet with senior management to engage 
in discussions, question and critically review the reports and information 
provided by the latter. The Board of Directors shall set the frequency of meeting 
with senior management taking into account the size, complexity of operations 
and risk profile of the company. 

 

¶ The Board of Directors shall regularly review policies, internal controls and self-
assessment functions (e.g., internal audit, risk management and compliance) 
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with senior management to determine areas for improvement as well as to 
promptly identify and address significant risks and issues.  

 
¢ƘŜ .ƻŀǊŘ ƻŦ 5ƛǊŜŎǘƻǊǎ ǎƘŀƭƭ ŜƴǎǳǊŜ ǘƘŀǘ ǎŜƴƛƻǊ ƳŀƴŀƎŜƳŜƴǘΩǎ ŜȄǇŜǊǘƛǎŜ ŀƴŘ 
ƪƴƻǿƭŜŘƎŜ ǎƘŀƭƭ ǊŜƳŀƛƴ ǊŜƭŜǾŀƴǘ ƎƛǾŜƴ ǘƘŜ ŎƻƳǇŀƴȅΩǎ ǎǘǊŀǘŜƎƛŎ ƻōƧŜŎǘƛǾŜǎΣ 
complexity of operations and risk profile.  

 

7) To consistently conduct the affairs of the company with a high degree of integrity. The 
board of directors shall lead in establishing the tone of good governance from the 
top and in setting corporate values, codes of conduct and other standards of 
appropriate behavior for itself, the senior management and other employees.  

 
The Board of Directors shall: 

 

¶ Articulate acceptable and unacceptable activities, transactions and behaviors that 
could result or potentially result in conflict of interest, personal gain at the 
expense of the institution, or unethical conduct. 

 

¶ Articulate policies that will prevent the use of the facilities of the company in 
furtherance of criminal and other improper or illegal activities, such as but not 
limited to financial misreporting, money laundering, fraud, bribery or corruption. 
 

¶ Explicitly discourage the taking of excessive risks as defined by internal policies 
ŀƴŘ ŜǎǘŀōƭƛǎƘ ŀƴ ŜƳǇƭƻȅŜŜǎΩ ŎƻƳǇŜƴǎŀǘƛƻƴ ǎŎƘŜƳŜ ŜŦŦŜŎǘƛǾŜƭȅ ŀƭƛƎƴŜŘ ǿƛǘƘ 
prudent risk taking. The compensation scheme shall be adjusted for all types of 
risk and sensitive to the time horizon of risk. Further, the grant of compensation 
in forms other than cash shall be consistent with the overall risk alignment of the 
company. The Board of Directors shall regularly monitor and review the 
compensation scheme to ensure that it operates and achieves the objectives as 
intended. 

 

¶ Ensure that employee pension funds are fully funded or the corresponding 
liability appropriately recognized in the books of the company at all times. 
Further, the Board of Directors shall ensure that all transactions involving the 
ǇŜƴǎƛƻƴ ŦǳƴŘ ŀǊŜ ŎƻƴŘǳŎǘŜŘ ŀǘ ŀǊƳΩǎ ƭŜƴƎǘƘ ǘŜǊƳǎΦ 
 

¶ Allow employees to communicate, with protection from reprisal, legitimate 
concerns about illegal, unethical or questionable practices directly to the Board of 
Directors or to any independent unit. Policies shall likewise be set on how such 
concerns shall be investigated and addressed, for example, by an internal control 
function, an objective external party, senior management and/or the Board itself. 

 

¶ Articulate policies in communicating corporate values, codes of conduct and other 
standards in the company as well as the means to confidentially report concerns 
or violations to an appropriate body.  
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8) To define appropriate governance policies and practices for the company and for its 
own work and to establish means to ensure that such are followed and periodically 
reviewed for ongoing improvement. The board of directors, through policies and its 
own practices, shall establish and actively promote, communicate and recognize 
sound governance principles and practices to reflect a culture of strong governance 
in the company as seen by both internal and external stakeholders; 

 

¶ Ensure that ǘƘŜ ŎƻƳǇŀƴȅΩǎ ƻǊƎŀƴƛȊŀǘƛƻƴŀƭ ǎǘructure facilitates effective decision 
making and good governance, e.g., clear definition and delineation of the lines of 
responsibility and accountability, especially between the roles of the Chairman of 
the Board of Directors and Chief Executive Officer/President. 
 

¶ Maintain, and periodically update, organizational rules, by-laws, or other similar 
documents setting out its organization, rights, responsibilities and key activities. 
 

¶ Structure in terms of size, frequency of meetings and the use of committees, to 
promote efficiency, critical discussion of issues and thorough review of matters; 
meet regularly to properly discharge its functions; ensure independent views in 
board meetings are given full consideration. 
 

¶ Conduct and maintain the affairs of the institution within the scope of its 
authority as prescribed in its charter and in existing laws, rules and regulations; 
ensure effective compliance with the latter as well as prudential reporting 
obligations. 
 

¶ Assess at least annually its performance and effectiveness as a body, as well as its 
various committees, the chief executive officer, the individual directors, and the 
company itself; regularly review the composition of the board in view of having a 
balanced membership. 
 

¶ Ensure that individual members of the board and the shareholders are accurately 
and timely informed.   

  

9) To constitute committees to increase efficiency and allow deeper focus in specific 
areas. The Board of Directors shall create committees to assist the Board in the 
performance of its duties and responsibilities, the number and nature of which 
would depend on the size of the company and the board, the complexity of 
operations, long-term strategies and risk tolerance level of the company; 

 

¶ The board of directors shall approve, review and update at least annually or 
whenever there are significant changes therein, the respective charters of each 
committee or other documents that set out its mandate, scope and working 
procedures; 
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¶ The board of directors shall appoint members of the committees taking into 
account the optimal mix of skills and experience to allow the members to fully 
understand, be critical and objectively evaluate the issues.  In order to promote 
objectivity, the board of directors, shall appoint independent directors and non-
executive members of the board to the greatest extent possible while ensuring 
that such mix will not impair the collective skills, experience, and effectiveness or 
the committees.  Towards this end, an independent director who is a member of 
any committee that exercises executive or management functions that can 
ǇƻǘŜƴǘƛŀƭƭȅ ƛƳǇŀƛǊ ǎǳŎƘ ŘƛǊŜŎǘƻǊΩǎ ƛƴŘŜǇŜƴŘŜƴŎŜ Ŏŀƴƴƻǘ ŀŎŎŜǇǘ ƳŜƳōŜǊǎƘƛǇ ƛƴ 
committees that perform independent oversight/control functions.  

 

¶ The board of directors shall ensure that each committee shall maintain 
appropriate records (e.g., minutes of meetings or summary of matters reviewed 
and decisions taken) of their deliberations and decisions.  Such records shall 
ŘƻŎǳƳŜƴǘ ǘƘŜ ŎƻƳƳƛǘǘŜŜΩǎ ŦǳƭŦƛƭƭƳŜƴǘ ƻŦ ƛǘǎ ǊŜǎǇƻƴǎƛōƛƭƛǘƛŜǎ ŀƴŘ ŦŀŎƛƭƛǘŀǘŜ ǘƘŜ 
assessment of the effective performance of its functions; and 

 

10) To effectively utilize the work conducted by the internal audit, risk management 
and compliance functions and the external auditors. The board of directors shall 
recognize and acknowledge the importance of the assessment of the independent, 
competent and qualified internal and external auditors as well as the risk and 
compliance officers in ensuring the safety and soundness of the operations of a 
company on a going-concern basis and communicate the same through-out the 
company.  Further, non-executive board members shall meet regularly, other than 
in meetings of the audit and risk oversight committees, in the absence of senior 
management, with the external auditor and heads of the internal audit, compliance 
and risk management functions; 

 

11) Implement a process for the selection of Directors who can add value and 
contribute independent judgment to the formulation of sound corporate strategies 
and policies;  
 

12) 9ƴǎǳǊŜ ǘƘŜ /ƻƳǇŀƴȅΩǎ ŦŀƛǘƘŦǳƭ ŎƻƳǇƭƛŀƴŎŜ ǿƛǘƘ all applicable laws, regulations and 
best business practices; 
 

13) Establish and maintain an investor relations program that will keep the stockholders 
informed of important developments in the Company;  
 

14) Identify the stakeholders in the community in which the Company operates or 
which are directly affected by its operations, and formulate a clear policy of 
accurate, timely and effective communication with them;  
 

15) Adopt a system of check and balance within the Board.  A regular review of the 
effectiveness of such system should be conducted to ensure the integrity of the 
decision-making and reporting processes at all times.  There should be a continuing 
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ǊŜǾƛŜǿ ƻŦ ǘƘŜ /ƻƳǇŀƴȅΩǎ ƛƴǘŜǊƴŀƭ ŎƻƴǘǊƻƭ ǎȅǎǘŜƳ ƛƴ ƻǊŘŜǊ ǘƻ Ƴŀƛƴǘŀƛƴ ƛǘǎ ŀŘŜǉǳŀŎȅ 
and effectiveness; 
 

16) Formulate and implement policies and procedures that will ensure the integrity and 
transparency of related party transactions between and among the corporation and 
its  joint ventures, associates, affiliates, major stockholders, officers and Directors, 
including their spouses, children and dependent siblings and parents, and of 
interlocking Director relationships by members of the Board;   

 

17) Establish and maintain an alternative dispute resolution system in the Company that 
can amicably settle conflicts or differences between the Company and its 
stockholders, and the company and third parties, including the regulatory authorities;   

 

18) Meet at such times or frequency as may be needed.  The minutes of such meetings 
should be duly recorded.  Independent views during Board meetings should be 
encouraged and given due consideration; 
 

19) Keep the activities and decisions of the Board within its authority under the 
Amended Articles of Incorporation and Amended By-Laws, and in accordance with 
existing laws, rules and regulations; and 

20) Appoint a Compliance Officer who shall have the rank of at least a Vice President. 
 

21) Adequate governance structures and control processes related to the different 
activities of the company are established and complied with including: 

 

¶ Systems that accurately identify and measure all material risks and adequately 
monitor and control these risk; 
 

¶ Adequate internal controls, organizational structures and accounting procedures 
ƭŜŀŘƛƴƎ ǘƻ ŀ ǎǳƛǘŀōƭŜ ŎƻƴǘǊƻƭ ŜƴǾƛǊƻƴƳŜƴǘ ŀƛƳŜŘ ŀǘ ƳŜŜǘƛƴƎ ǘƘŜ ŎƻƳǇŀƴȅΩǎ 
prescribed corporate strategy, performance, information system and compliance 
objectives; 
 

¶ The evaluation of the quality of assets and their proper recognition and 
measurement; and 
 

¶ Requirements on the gathering and disclosure or material and relevant 
information on financial accounts including related party transactions. 
 

22)      Establish appropriate management information systems; and 
 

23)      Protect the interests of stakeholders adequately 
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Annex B: Manual on Signing Authority (MSA) 

 



Enterprise Risk Management Framework Review of the ERM Framework 

Page 33 of 49 

Annex A: Complete Powers, Duties and 
Responsibilities of the Board of Directors 

Date of Issue:  August 2015 

 Date of Last Review:  July 27, 2017 

 

 

 

 



Enterprise Risk Management Framework Review of the ERM Framework 

Page 34 of 49 

Annex A: Complete Powers, Duties and 
Responsibilities of the Board of Directors 

Date of Issue:  August 2015 

 Date of Last Review:  July 27, 2017 

 

 

 



Enterprise Risk Management Framework Review of the ERM Framework 

Page 35 of 49 

Annex A: Complete Powers, Duties and 
Responsibilities of the Board of Directors 

Date of Issue:  August 2015 

 Date of Last Review:  July 27, 2017 

 

 

 

 

 

 

 

 



Enterprise Risk Management Framework Review of the ERM Framework 

Page 36 of 49 

Annex A: Complete Powers, Duties and 
Responsibilities of the Board of Directors 

Date of Issue:  August 2015 

 Date of Last Review:  July 27, 2017 

 

 

 



Enterprise Risk Management Framework Review of the ERM Framework 

Page 37 of 49 

Annex A: Complete Powers, Duties and 
Responsibilities of the Board of Directors 

Date of Issue:  August 2015 

 Date of Last Review:  July 27, 2017 

 

 

Annex 3:  Risk Management Reporting Templates Used by PNB Gen 
 

LOSS EVENT REPORT 
 

For the Month of:   Cluster/Group:   

Division/Office/Branch Name:   Business Line: <Please Select> 

         

Reported by:       

Risk Owner:       

         

Date Discovered:       

Date of Incident:       

Please use another sheet if there are more than three (3) 
items for reporting.      

 

         

Type of Loss: <Please Select> <Please Select> <Please Select> 

Risk Code 
(use glossary for reference): 

      

Risk Event - Level 1:       

Risk Event - Level 2:       

Risk Event - Level 3       

         

Description of Loss:       

Method of Detection:       

Personnel Involved (if any):       

Actions Taken:       

Action Complete: <Please Select> <Please Select> <Please Select> 

Status: <Please Select> <Please Select> <Please Select> 

         

AMOUNT INVOLVED 

Currency:       

Gross Amount:       

Amount Recovered (if any):        

Date Recovered:       

Recovery Source:       

Net Loss: 0 0 0 

         

Prepared By:   Checked By:    
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RISK AND CONTROL SELF- ASSESSMENT  (RCSA) 
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PRO-FORMA TEMPLATE FOR VAR COMPUTATION 
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PNB _______________ 
(Branch/Subsidiary)                     
INTEREST EARNINGS AT RISK 
REPORT                     

As of                      

In absolute amount                     

  INTEREST BEARING        

  
Up to 7 days 

More than 7 
days < 1 
MONTH 

More than 1M 
< 3M 

More than 
3M < 6M 

More than 
6M < 1 YEAR 

More than 1Y 
< 3Y 

OVER 3 YEARS SUBTOTAL 
Non Interest 

Bearing 
TOTAL 

  0.23 0.77 2.00 3.00 6.00           

TOTAL GAP                                         

 TOTAL CUMULATIVE GAP                      

                      

EAR/bucket                     

Total EAR up to 12 months                                        
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PNB 
______________ 
(Branch/Subsidiary)                                 

EARNINGS AT RISK 
REPORT 

As to repricing 
date or final 

maturity 
whichever comes 

first                              

As of                                 

In absolute amount                                

      INTEREST BEARING                

      

Up to 7 
days 

More 
than 7 

days < 1 
M 

More 
than 
1M < 
3M 

More 
than 
3M < 
6M 

More 
than 

6M < 1 
Y 

More 
than 1Y 

< 3Y 
OVER 3 Y 

SUB 
TOTAL 

Non 
Interest 
Bearing 

TOTAL 
GL 

Balance 

DIFFEREN
CE from 

GL 

Previous 
Month's 
Balance 

DIFFERENCE 
from Previous 

Month 

ASSETS                                                
 Cash and Other Cash 
Items                                 

  Cash on Hand                               

  
Deposit in Banks-
Demand                               

  
Deposit in Banks-
Savings                               

  
Deposit in Banks-
Time Deposits                               

  
Deposit in Banks-
SDA                               

Due from BSP                                 
 Due from Other 
Banks                                   

Investments                                 

  
Financial Assets 
Held for Trading                               

  

Financial Assets 
Designated at FV 
through Profit or 
Loss (DFVPL)                               

  
Available for Sale 
Financial Assets                               

    

AFS 
Debt 
Sec.                             

    

AFS 
Equity 
Sec.                             

  
Held to Maturity 
Financial Assets                               

Loans                                  

  
 Interbank Loans 
Receivable                                
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Commercial/ 
Industrial                               

  Real Estate Loan                               

  Others                               

  
Allowance for 
Probable Losses                               

  Loan Portfolio Net                               

Receivables                                 

  
Accounts 
Receivables net                               

  
Accrued Interest 
Receivables                                

  

Allowance for 
Probable Losses-
AR                               

 Other Assets                                  

  

Bank Premises, 
Furniture, Fixture 
and Equipment                               

  Prepaid Expenses                               

  
Stationeries and 
Supplies                               

  Petty Cash Fund                               

  
Miscellaneous 
Assets                               

 Inter office 
accounts-Due to 
/from Head 
Office/Branches/ 
Agencies                                  

TOTAL ASSETS                                 

LIABILITIES AND CAPITAL                             

DEPOSITS                                 

Private                                 

   Demand                                

    Reg.                             

    
Greenc
heck                             

   Savings                                

  Time                                

Government                                 

  Demand                               

  Savings                               

  Time                                

TOTAL DEPOSITS                                 

Due to Other Banks                                 

Bills Payable                                 
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Accrued Interest 
Expense Payable                                 
Accrued Other 
Expense Payable                                 
Accrued Retirement 
Expense Payable                                 
Other Accrued 
Expenses                                 
Withholding Taxes 
Payable                                 

Other Liabilities                                 

Total Liabilities                                 

Capital                                 

    Net Unrealized Market Gain /Loss                              

    Paid In Capital Stock                             

    Retained Earnings                                 
    Other Capital 
Accounts                                 

Total Capital                                 
TOTAL LIABILITIES 
AND CAPITAL                                 

TOTAL GAP                                 
 TOTAL CUMULATIVE 
GAP                                  
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PNB 
_______________ 
(Branch/Subsidiary)                               

LIQUIDITY GAP 
REPORT 

As to Remaining 
Maturity  

                           

As of                               

In absolute amount                               

      

Up to 7 
days 

More 
than 7 

days < 1 
M 

More 
than 1M 

< 3M 

More 
than 3M 

< 6M 

More 
than 6M < 

1 Y 

More 
than 1Y < 

3Y 

OVER 3 
YEARS 

No 
specific 
maturity 

TOTAL 
GL 

Balance 
DIFFERENCE 

from GL 

Previous 
Month's 
Balance 

DIFFERENCE 
from Previous 

Month 

ASSETS                           
 Cash and Other Cash 
Items                               

  Cash on Hand                             

  
Deposit in Banks-
Demand                             

  
Deposit in Banks-
Savings                             

  
Deposit in Banks-
Time Deposits                             

  
Deposit in Banks-
SDA                             

Due from BSP                               
 Due from Other 
Banks                                 

Investments                               

  
Financial Assets 
Held for Trading                             

  

Financial Assets 
Designated at FV 
through Profit or 
Loss (DFVPL)                             

  
Available for Sale 
Financial Assets                             

    
AFS Debt 
Sec                           

    

AFS 
Equity 
Sec                           

  
Held to Maturity 
Financial Assets                             

Loans                                

  
 Interbank Loans 
Receivable                              

  
Commercial/ 
Industrial                             

  Real Estate Loan                             
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  Others                             

  
Allowance for 
Probable Losses                             

  Loan Portfolio Net                             

Receivables                               

  
Accounts 
Receivables net                             

  
Accrued Interest 
Receivables                              

  
Allowance for 
Probable Losses-AR                             

 Other Assets                                

  

Bank Premises, 
Furniture, Fixture 
and Equipment                             

  Prepaid Expenses                             

  
Stationeries and 
Supplies                             

  Petty Cash Fund                             

  
Miscellaneous 
Assets                             

 Interoffice accounts-
Due to/from Head 
Office/Branches/ 
Agencies                                

TOTAL ASSETS                               

LIABILITIES AND CAPITAL                           

DEPOSITS                               

Private                               

   Demand                              

    Reg                           

    
Green 
check                           

   Savings                              

  Time                              

Government                               

  Demand                             

  Savings                             

  Time                              

TOTAL DEPOSITS                               

Due to Other Banks                               

Bills Payable                               
Accrued Interest 
Expense Payable                               
Accrued Other 
Expense Payable                               
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Accrued Retirement 
Expense Payable                               
Other Accrued 
Expenses                               
Withholding Taxes 
Payable                               

Other Liabilities                               

Total Liabilities                               

Capital                               

    Net Unrealized Market Gain /Loss                            

    Paid In Capital Stock                           

    Retained Earnings                               
    Other Capital 
Accounts                               

Total Capital                               
TOTAL LIABILITIES 
AND CAPITAL                               

TOTAL GAP                               
 TOTAL CUMULATIVE 
GAP                                
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