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WHEREAS, there were pending before Congress prior to the promulgation of Proclamation No. 1081, dated
September 21, 1972, certain urgent measures proposing amendments to Republic Act No. 3591, as amended:

WHEREAS, the deposit insurance scheme has been adopted to generate more faith and confidence in the banking
system and the Philippine Deposit Insurance Corporation, as an insurer of bank depositors, is entrusted not only
with the vital role of protecting depositors from loss resulting from bank closures but also in helping develop a
sound and stable banking system; and

WHEREAS, the recommendations contained in the report on the Philippine financial system which have been
accepted, with certain modifications by the monetary authorities, included among others, certain proposals geared
toward ensuring the effectiveness of the Corporation in performing its assigned tasks;

NOW, THEREFORE, I, FERDINAND E. MARCOS, President of the Philippines, by virtue of the powers in me
vested by the Constitution as Commander-in-Chief of the Armed Forces of the Philippines, and pursuant to
Proclamation No. 1081, dated September 21, 1972, and General Order No. 1, dated September 22, 1972, as
amended, and in order to effect the desired changes and reforms in the social, economic, and political structure of
our society, do hereby order and decree the amendment of Republic Act No. 3591, as amended, as follows:

SECTION 1. Section two of Republic Act Numbered Three thousand five hundred ninety-one, as amended, is
hereby amended to read as follows:

"SEC. 2. The powers and functions of the Corporation shall be vested in a Board of Directors consisting of
three (3) members one of whom shall be the Governor of the Central Bank of the Philippines and two of whom
shall be citizens of the Republic of the Philippines to be appointed by the President of the Philippines with the
consent of the Commission on Appointments. One of the appointive members shall be the Chairman of the
Board of Directors of the Corporation who shall be appointed on a full time basis for a term of six. (6) years at
an annual compensation which shall be fixed by the President of the Philippines. The other appointive member,
who shall be appointed for a term of four (4) years and the Governor of the Central Bank shall each receive a
per diem of not exceeding fifty pesos (P50.00) for each day of meeting actually attended by them but in no
case shall each of them receive more than five hundred pesos (P500.00) a month. In the event of vacancy in the
office of the Governor of the Central Bank of the Philippines, and pending the appointment of his successor or
during the absence of the Governor, the Acting Governor of the Central Bank of the Philippines shall act as
member of the Board of Directors. In the event of a vacancy in the Office of the Chairman of the Board of
Directors and pending the appointment of his successor, the Governor of the Central Bank of the Philippines
shall act as Chairman. The members of the Board of Directors shall be ineligible during the time they are in
office and for a period of two years thereafter to hold office, position or employment in any insured bank,
except that this restriction shall not apply to any member who has served the full term for which he was
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appointed. No member of the Board of Directors shall be an officer or director of any insured bank; and before
entering upon his duties as member of the Board of Directors, he shall certify under oath that he has complied
with this requirement and such certification shall be filed with the Secretary of the Board of Directors. Any
vacancy in the Board created by the death, resignation, or removal of an appointive member shall be filled by
the appointment of a new member to complete the unexpired period of the term of the member concerned.

"The Board of Directors shall have the authority:

"1. To prepare and issue rules and regulations as it considers necessary for the effective discharge of its
responsibilities;
"2. To direct the management, operations and administration of the Corporation;
"3. To appoint, fix the remuneration and remove any officer or employee of the Corporation for cause:
Provided, however, That officers exercising discretionary powers shall not be subject to the Civil Service Law;
and
"4. To authorize such expenditures by the Corporation as are in the interest of the effective administration and
operation of the Corporation: Provided, however, That not later than one year after the appropriation and
release of the additional fifteen million pesos for the permanent insurance fund as provided in Section ten (a-1)
of this Act, the annual operating expenses of the Corporation may amount to not more than the equivalent of
the annual gross income from the investment of the permanent insurance fund and not more than fifteen per
cent of the first ten million pesos of all other income, such as assessments and earnings from the investment of
funds of the Corporation other than the permanent insurance fund: Provided, further, That if all other income
exceeds ten million pesos, the prescribed ceiling for the annual operating expenses may be increased by not
more than ten percent of the excess: Provided, finally, That in the computation of income, recoveries and
accrued income shall be excluded."

SEC. 2. Section ten (a) of the same Act is hereby amended by adding another paragraph after Section ten (a)
which reads as follows:

"SEC. 10(a-1). The permanent insurance fund hereinabove created is hereby increased to twenty million pesos
and for this purpose, the amount of fifteen million pesos is hereby appropriated from the General Fund."

SEC. 3. Section twelve, Subsection (c) of the same Act is hereby amended to read as follows:

"SEC. 12(c). When the Corporation has determined that an insured bank is in danger of closing, in order to
prevent such closing, the Corporation, in the discretion of its Board of Directors, is authorized to make loans
to, or purchase the assets of, or make deposits in, such insured bank, upon such terms and conditions as the
Board of Directors may prescribe, when in the opinion of the Board of Directors, the continued operation of
such bank is essential to provide adequate banking service in the community: Provided, however, That funds
available for this purpose shall be limited only to the permanent insurance fund referred to in Section ten (a) of
this Act, additional appropriations thereto, and money borrowed from the Central Bank in accordance with the
provisions of Section thirteen of this Act: Provided, further, That funds of the Corporation accumulated from
assessments paid by insured banks shall not be available for this purpose nor for the repayment of loans
obtained from the Central Bank for the funding of assistance to insured banks as provided in this section. Such
loans and deposits may be in subordination to the rights of depositors and other creditors."

SEC. 4. This Decree shall take effect immediately.

Done in the City of Manila, this 29th day of January, in the year of Our Lord, nineteen hundred and seventy-three.

(Sgd.) FERDINAND E. MARCOS
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President

Republic of the Philippines

By the President:

(Sgd.) ALEJANDRO MELCHOR

Executive Secretary

BATAS.org - Philippine Law Library PRESIDENTIAL DECREE NO. 120, January 29, 1973

© 2026 batas.org  ·  Philippine Bar Review & Law-School Companion Page 3 of 4

Study hands-free: podcast-style lessons with read-along highlighting - batas.org



ABOUT BATAS.ORG

Study smarter at BATAS.org
The Philippine bar review and law-school companion built around how your brain actually remembers.

The complete Philippine law library - free for everyone.
More than 100,000 Supreme Court decisions, Republic Acts, and executive issuances - full-text searchable, browsable
by category and year, and always free. No paywall, no login. This PDF came from it.

Audio case-brief lectures.
Any decision becomes a podcast-style lecture - facts, issues, ruling, and doctrine - with read-along highlighting and a
hands-free presentation mode. Study while commuting, working out, or resting your eyes.

Bar review built on the science of memory.
Complete, sequenced courses for all eight bar subjects, narrated like podcasts and reinforced with retrieval practice and
spaced review - the study techniques with the strongest evidence behind them.

The full law-school curriculum.
One subscription unlocks the entire J.D. curriculum - every subject, every lesson, with your progress tracked down to
the paragraph so you can pick up exactly where you left off, on any device.

Mock exams that tell you where you stand.
Timed multiple-choice exams graded instantly, with per-subject score breakdowns and focus suggestions that point you
at your weakest topics first.

A study planner that keeps you on pace.
Set your schedule and BATAS tells you every day whether you are on track for bar day - and exactly which lesson to
take next.

Start free at https://batas.org
The law library is free forever - and your first lesson is one click away.

The text of this document is an official public record and remains in the public domain. Formatting, presentation, and compilation © 2026
batas.org.

Downloaded free from the batas.org Law Library. Share it freely - the library is free for every law student, bar reviewee, and practitioner.

BATAS.org - Philippine Law Library PRESIDENTIAL DECREE NO. 120, January 29, 1973

© 2026 batas.org  ·  Philippine Bar Review & Law-School Companion Page 4 of 4

Turn this case into an audio lecture - facts, issues, ruling and doctrine - at batas.org


