
  

Sec. 175. A contract of Sec. 175. A contract of suretyship issuretyship is
an agreement whereby a party calledan agreement whereby a party called
the surety guarantees thethe surety guarantees the
performancperformance by e by another party calledanother party called
the principal or obligor of an obligationthe principal or obligor of an obligation
or undertaking in favor of a or undertaking in favor of a third partythird party
called the obligee. It includes officialcalled the obligee. It includes official
recognizancrecognizances, es, stipulationstipulations, bonds s, bonds oror
undertakings issued by any companyundertakings issued by any company
by virtue of and by virtue of and under the provisionsunder the provisions
of Act No. 536, as amended by Act No.of Act No. 536, as amended by Act No.
2206.2206.

Sec. 176. The liability of the surety orSec. 176. The liability of the surety or
sureties shall be joint and several withsureties shall be joint and several with
the obligor and shall be limited to the obligor and shall be limited to thethe
amount of the bond. It amount of the bond. It is determinedis determined
strictly by the terms of strictly by the terms of the contract of the contract of 
suretyship in relation to suretyship in relation to the principalthe principal
contract between the obligor and thecontract between the obligor and the
obligee. (As amended by obligee. (As amended by PresidentialPresidential

Decree No. 1455).Decree No. 1455).

Sec. 177. The surety is Sec. 177. The surety is entitled toentitled to
payment of the premium as soon aspayment of the premium as soon as
the contract of suretyship or bond isthe contract of suretyship or bond is
perfected and delivered to the obligor.perfected and delivered to the obligor.
No contract of suretyship or bondingNo contract of suretyship or bonding
shall be valid and binding unless andshall be valid and binding unless and
until the premium therefor has beenuntil the premium therefor has been
paid, except where the obligee haspaid, except where the obligee has
accepted the bond, in which case theaccepted the bond, in which case the
bond becomes valid and bond becomes valid and enforceableenforceable
irrespective of whether or not theirrespective of whether or not the
premium has been paid by the obligorpremium has been paid by the obligor

to the surety: Provided, That if theto the surety: Provided, That if the
contract of suretyship or bond is notcontract of suretyship or bond is not
accepted by, or filed with the accepted by, or filed with the obligee,obligee,
the surety shall collect onlythe surety shall collect only
reasonable amount, not exceedingreasonable amount, not exceeding
fifty per centum of the fifty per centum of the premium duepremium due
thereon as service fee plus the thereon as service fee plus the cost of cost of 
stamps or other taxes imposed for thestamps or other taxes imposed for the
issuance of the contract or bond:issuance of the contract or bond:

Provided, however, That if the non-Provided, however, That if the non-
acceptance of the bond be due to theacceptance of the bond be due to the
fault or negligence of the surety, nofault or negligence of the surety, no
such service fee, stamps or taxes shallsuch service fee, stamps or taxes shall
be collected.be collected.

In the case of a continuing bond, theIn the case of a continuing bond, the
obligor shall pay the obligor shall pay the subsequentsubsequent
annual premium as it falls due untilannual premium as it falls due until
the contract of suretyship is cancelledthe contract of suretyship is cancelled
by the obligee or by the obligee or by the Commissionerby the Commissioner
or by a or by a court of competent jurisdiction,court of competent jurisdiction,
as the case may be.as the case may be.
Sec. 178. Pertinent provisions of theSec. 178. Pertinent provisions of the
Civil Code of the Civil Code of the Philippines shall bePhilippines shall be
applied in a applied in a suppletory charactersuppletory character
whenever necessary in whenever necessary in interpretinginterpreting
the provisions of a contract of the provisions of a contract of 
suretyship.suretyship.

SURETYSHIPSURETYSHIP

By suretyship a person known asBy suretyship a person known as
surety binds himself solidarily to thesurety binds himself solidarily to the
creditor to fulfill the obligation of thecreditor to fulfill the obligation of the
principal debtor.principal debtor.

Sec. 175. A contract of Sec. 175. A contract of suretyship issuretyship is
an agreement whereby a party calledan agreement whereby a party called
the surety guarantees thethe surety guarantees the
performancperformance by e by another party calledanother party called
the principal or obligor of an obligationthe principal or obligor of an obligation
or undertaking in favor of a or undertaking in favor of a third partythird party
called the obligee. It includes officialcalled the obligee. It includes official
recognizancrecognizances, es, stipulationstipulations, bonds s, bonds oror

undertakings issued by any companyundertakings issued by any company
by virtue of and by virtue of and under the provisionsunder the provisions
of Act No. 536, as amended by Act No.of Act No. 536, as amended by Act No.
2206.2206.

DISTINGUISHED FROM INSURANCEDISTINGUISHED FROM INSURANCE
CONTRACTSCONTRACTS
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May be entered into as an isolatedMay be entered into as an isolated
transactiontransaction. If . If a person is engaged ina person is engaged in
the business of acting as surety thenthe business of acting as surety then
that person is engaged in insurancethat person is engaged in insurance
business.business.

SSUURREETTYYSSHHIIPP IINNSSUURRAANNCCEE
 Three Parties. Three Parties.
Principal, Obligee,Principal, Obligee,
and surety.and surety.

 Two parties, Two parties,
Insurer andInsurer and
insuredinsured

 The surety, in The surety, in
theory expects notheory expects no
lossloss

Insurer expectsInsurer expects
loss to occur andloss to occur and
in some cases, thein some cases, the
loss is a certaintyloss is a certainty

Surety has right of Surety has right of 
reimbursementreimbursement

Does not have theDoes not have the
right of right of 
reimbursementreimbursement

SuretySurety
GuaranteesGuarantees
qualities that arequalities that are

within the controlwithin the control
of the insured,of the insured,
that is thethat is the
insured’sinsured’s
Character,Character,
honesty andhonesty and
integrity tointegrity to
perform theperform the
obligationobligation

Insurance coversInsurance covers
losses that arelosses that are
beyond thebeyond the

control of thecontrol of the
insuredinsured

THREE C’sTHREE C’s

Before the issuance of a Before the issuance of a bond, thebond, the

surety undertakes investigations, tosurety undertakes investigations, to
determine if the principal can and willdetermine if the principal can and will
perform its perform its obligationsobligations..

1.1. Character –Character – If the principalIf the principal
indicates that he is of indicates that he is of goodgood
character and that he will becharacter and that he will be
faithful to the obligation or tofaithful to the obligation or to
the trust reposed on him. Doesthe trust reposed on him. Does

the bond applicant possess thethe bond applicant possess the
traits of integrity, reliability andtraits of integrity, reliability and
leadership to drive necessary toleadership to drive necessary to
accomplish goals in spite of accomplish goals in spite of 
difficulties?difficulties?

2.2. Capacity –Capacity – The surety will The surety will
determine if the principal hasdetermine if the principal has
the necessary, skill, experiencethe necessary, skill, experience
and knowledge essential to theand knowledge essential to the
performancperformance of e of the obligation.the obligation.
Does the bond applicant haveDoes the bond applicant have
the technical or the technical or professionprofessionalal
ability to meet ability to meet commitmentscommitments
necessary to perform thenecessary to perform the
obligation to be carried outobligation to be carried out

3.3. Capital –Capital – If the principal isIf the principal is
financially capable of financially capable of 
performing the obligation. Doesperforming the obligation. Does
the principal have sufficientthe principal have sufficient
resources, financial strength,resources, financial strength,
and credit standing to performand credit standing to perform

the obligation to be secured bythe obligation to be secured bythe bond?the bond?

DISTINGUISHED FROM GUARANTY DISTINGUISHED FROM GUARANTY 

SSUURREETTYY GGUUAARRAANNTTY  Y  
Surety insures theSurety insures the
debtdebt

Guarantor insuresGuarantor insures
solvency of debtorsolvency of debtor

Surety is primarilySurety is primarily
liableliable

GuarantorGuarantor
secondary liablesecondary liable

Not entitled toNot entitled to
benefit of benefit of 
excussionexcussion

Entitled to benefitEntitled to benefit
of excussion.of excussion.

PARTIESPARTIES

1.1. Principal –Principal – Is the person whoseIs the person whose
obligation is secured by theobligation is secured by the
bond or suretyship. Person whobond or suretyship. Person who
agrees to perform certain actsagrees to perform certain acts

2.2. Obligee –Obligee – is the person inis the person in
whose favor the bond is issuedwhose favor the bond is issued
or the undertaking of the or the undertaking of the suretysurety
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is made. He will be paid oris made. He will be paid or
reimbursed if the principal failsreimbursed if the principal fails
to perform his obligation. Into perform his obligation. In
relation to the obligation of therelation to the obligation of the
principal and the surety, theprincipal and the surety, the
oblige is the creditor or theoblige is the creditor or the
active subjectactive subject

3.3. Surety –Surety – is the party whois the party who
answers for the debt, default oranswers for the debt, default or
obligation of the principal. Theobligation of the principal. The
liability of the surety or liability of the surety or suretiessureties
shall be joint and several withshall be joint and several with
the obligor and shall be limitedthe obligor and shall be limited
to the amount fixed in theto the amount fixed in the
agreement. Undertakes that theagreement. Undertakes that the
debt shall be paid and thisdebt shall be paid and this
undertaking is in the form of aundertaking is in the form of a
bond most of the time.bond most of the time.

PREMIUMPREMIUM

 The surety may be liable even if  The surety may be liable even if the bond is already accepted bythe bond is already accepted by
the oblige. An accepted bond isthe oblige. An accepted bond is
valid and binding whether or notvalid and binding whether or not
the premium has been paid by the premium has been paid by thethe
principal.principal.

Sec. 177. The surety is entitled toSec. 177. The surety is entitled to
payment of the premium as soonpayment of the premium as soon
as the contract of as the contract of suretyship orsuretyship or
bond is perfected and delivered tobond is perfected and delivered to
the obligor.the obligor. No contract of No contract of 
suretyship or bonding shall besuretyship or bonding shall be
valid and binding unless andvalid and binding unless and

until the premium therefor hasuntil the premium therefor has
been paid, except where thebeen paid, except where the
obligee has accepted the bond,obligee has accepted the bond,
in which case the bondin which case the bond
becomes valid and enforceablebecomes valid and enforceable
irrespective of whether or notirrespective of whether or not
the premium has been paid bythe premium has been paid by
the obligor to the surety:the obligor to the surety:
Provided, That if the contract of Provided, That if the contract of 

suretyship or bond is not acceptedsuretyship or bond is not accepted
by, or filed with the by, or filed with the obligee, theobligee, the
surety shall collect only surety shall collect only reasonablereasonable
amount, not exceeding fifty peramount, not exceeding fifty per
centum of the premium duecentum of the premium due
thereon as service fee plus the costthereon as service fee plus the cost
of stamps or other taxes imposedof stamps or other taxes imposed
for the issuance of the contract orfor the issuance of the contract or
bond: Provided, however, That if bond: Provided, however, That if 
the non-acceptance of the bond bethe non-acceptance of the bond be
due to the fault or negligence of due to the fault or negligence of 
the surety, no such service fee,the surety, no such service fee,
stamps or taxes shall be collected.stamps or taxes shall be collected.

In the case of In the case of a continuing bond,a continuing bond,
the obligor shall pay thethe obligor shall pay the
subsequent annual premium as itsubsequent annual premium as it
falls due until the contract of falls due until the contract of 
suretyship is cancelled by thesuretyship is cancelled by the
obligee or by the Commissioner orobligee or by the Commissioner or
by a court of by a court of competentcompetent

 jurisdicti jurisdiction, as the on, as the case may be.case may be.

INTERPRETATION.INTERPRETATION.
Obligation of surety is strictly byObligation of surety is strictly by
the terms of the contract of the terms of the contract of 
suretyship in relation to thesuretyship in relation to the
principal contract between theprincipal contract between the
obligor and oblige. Surety may bindobligor and oblige. Surety may bind
himself for less but not for morehimself for less but not for more
than the principal both as regardsthan the principal both as regards
the amount and the onerous naturethe amount and the onerous nature
of the conditions. The liability of of the conditions. The liability of 
the surety cannot be extended bythe surety cannot be extended by
implication.implication.

-- NCNCC. SC. Sururetetysyshihip nop not eft effefectctivivee
without a valid obligation. Butwithout a valid obligation. But
may guarantee a voidable ormay guarantee a voidable or
unenforceable contract.unenforceable contract.

-- PePertrtininenent pt prorovivisisionons s of of ththe Ne NCCCC
shall be applied suppletorilyshall be applied suppletorily
whenever necessary inwhenever necessary in
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interpreting the provisions of ainterpreting the provisions of a
contract of suretyship.contract of suretyship.

-- AlAlso so a ca conontrtracact ot of af adhdhesesioion.n.
Suretyship agreements orSuretyship agreements or
bonds must be construedbonds must be construed
strictly against surety.strictly against surety.

-- CaCannnnot ot be be prpresesumumeded, a, and nd mmusustt
be express and cannot bebe express and cannot be
extended to what is extended to what is stipulated.stipulated.

-- StStririct ict intntererprpretetatatioion mn musust bet be
limited to gratuitouslimited to gratuitous
guarantees. “There is no guarantees. “There is no reasonreason
for favoring those who makefor favoring those who make
guaranty a profession and whoguaranty a profession and who
charge premiums for the riskcharge premiums for the risk
they run, besides demanding athey run, besides demanding a
counter guaranty that protectscounter guaranty that protects
them from all loss.them from all loss.

KINDS OF BONDS.KINDS OF BONDS. Traditional. Traditional.
Fidelity Bonds and Surety Fidelity Bonds and Surety Bonds.Bonds.

Fidelity Bond-Fidelity Bond- Bond that answers forBond that answers for
the loss of an employer who is thethe loss of an employer who is the
obligee for the dishonesty of theobligee for the dishonesty of the
employee.employee.

Surety BondSurety Bond – may further be– may further be
classified asclassified as

1.1. Contract bond –Contract bond – GuaranteesGuarantees
contractual obligationscontractual obligations

a.a. Bid bond –Bid bond – AssurancAssurance e of of 
owner of project the goodowner of project the good
faith of the bidder andfaith of the bidder and

that the bidder will enterthat the bidder will enter
into a contract with theinto a contract with the
project owner should hisproject owner should his
proposal be accepted.proposal be accepted.

b.b. Performance bond –Performance bond –
Secures, that theSecures, that the
contractor will faithfullycontractor will faithfully
comply with thecomply with the
requirements of therequirements of the

contract awarded to thecontract awarded to the
contractor and makecontractor and make
good damages sustainedgood damages sustained
by the project owner inby the project owner in
case of case of contractorcontractor’s’s
failure to do so.failure to do so.

c.c. Payment bond –Payment bond –
Secures that theSecures that the
payments of bills for thepayments of bills for the
labor and materials usedlabor and materials used
in building a projectin building a project

d.d. Maintenance bond –Maintenance bond –
Bond answers fro breachBond answers fro breach
of warranties in a buildingof warranties in a building
project, the principalproject, the principal
agrees to correct pooragrees to correct poor
workmanship and toworkmanship and to
replace defectivereplace defective
materials.materials.

2.2. Legal bonds –Legal bonds – BondsBonds
submitted in virtue of asubmitted in virtue of a

provision of law. Includesprovision of law. Includeslicense and permit bondslicense and permit bonds
imposed by law to guaranteeimposed by law to guarantee
that the persons that the persons concerned willconcerned will
comply with the provisions of comply with the provisions of 
the license or permit issued.the license or permit issued.
Bond with POEA.Bond with POEA.

3.3.  Judicial Bonds – Judicial Bonds – Issued byIssued by
virtue of judicial orders and orvirtue of judicial orders and or
pursuant to RoC. Eg.pursuant to RoC. Eg.

aa.. ReRepplelevivinn
b.b. InInjujuncnctitionon
c.c. AtAttatachchmement nt bobondnd
d.d. SuSupepersrsededeaeas ins in

ejectmentejectment
e.e. AdmAdminiinistrstratoator’s br’s bonondd
ff.. BBaaiil l bboonndd

4.4. ClaClassssifiificatcation oion of thef the
insurance commissioninsurance commission

a.a. JudJudiciicial Cal Civiivil Bl Bondondss
b.b. JudJudiciicial Crial Criminminal Bonal Bondsds
c.c. FiFirereararms ms bobondndss
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d.d. IntInternernal al ReRevenvenueue
Bonds,Bonds,

e.e. CuCuststomoms Bs Bonondsds
f.f. GuGuararananty ty BBonondsds,,
g.g. FiFidedelility Boty Bondndss
h.h. ProPromismissorsory Ny Noteotes,s,
i.i. ImImmimigrgratatioion bon bondnds.s.

CONTINUING SURETY CONTINUING SURETY 

By executing such agreement, theBy executing such agreement, the
principal places itself ina a position toprincipal places itself ina a position to
enter into the projected series of enter into the projected series of 
transaction with its creditor with suchtransaction with its creditor with such
suretyship agreement, there would besuretyship agreement, there would be
no need to execute a separate suretyno need to execute a separate surety
contract or bond for each financing orcontract or bond for each financing or
credit accommodation extended to thecredit accommodation extended to the
principal debtor.principal debtor.

“In the case of a continuing bond, the“In the case of a continuing bond, the

obligor shall pay the obligor shall pay the subsequentsubsequentannual premium as it falls due untilannual premium as it falls due until
the contract of suretyship is cancelledthe contract of suretyship is cancelled
by the obligee or by the obligee or by the Commissionerby the Commissioner
or by a court of competent jurisdiction,or by a court of competent jurisdiction,
as the case may be.” Sec. 177.as the case may be.” Sec. 177.

REIMBURSEMENT.REIMBURSEMENT.
A surety to who paid the oblige canA surety to who paid the oblige can
recover what he paid from therecover what he paid from the
principal. Usually covered by aprincipal. Usually covered by a
separateseparate INDEMNITY AGREEMENTINDEMNITY AGREEMENT
signed by the principal in favor of signed by the principal in favor of thethe
surety whereby the principal expresslysurety whereby the principal expressly

agrees to reimburse the agrees to reimburse the suretysurety
whatever amount that it will bewhatever amount that it will be
required to pay the obligee.required to pay the obligee.

IAIA May provide indemnity againstMay provide indemnity against
payment or indemnity against liability.payment or indemnity against liability.
Parties may recover upon Parties may recover upon actualactual
payment or the moment the liability topayment or the moment the liability to
principal attaches.principal attaches.

IAIA includes signature of anotherincludes signature of another
person who makes himself solidarilyperson who makes himself solidarily
liable with the principal. Inliable with the principal. In
corporationcorporations. Signed by s. Signed by officers, or theofficers, or the

 Joint and Solidary Signature of the Joint and Solidary Signature of the
Officer (JSS) or the signature of the Officer (JSS) or the signature of the co-co-
indemnitor.indemnitor.

For the protection of insurer, it is For the protection of insurer, it is moremore
prudent to obtain a security for theprudent to obtain a security for the
performancperformance of the e of the obligation like aobligation like a
mortgage.mortgage.

Extinguishment.Extinguishment. Obligation of suretyObligation of surety
is extinguished at the same time asis extinguished at the same time as
that of the principal and for somethat of the principal and for some
causes as all causes as all other obligations.other obligations.

Suretyship is extinguished if there isSuretyship is extinguished if there is
material alteration of the material alteration of the principalprincipal

obligation. For example an eobligation. For example an extensionxtensiongranted to the debtor by granted to the debtor by the creditorthe creditor
without the consent of the suretywithout the consent of the surety
extinguishes the surety.extinguishes the surety.
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REGULATION OF INSURANCEREGULATION OF INSURANCE
BUSINESSBUSINESS

SOURCES OF REGULATIONSOURCES OF REGULATION
1.1. LaLaw ow or sr statatututete
2.2. AdmAdminiinistrstratiative reguve regulatlationion
3.3. CoCoururt t dedecicisisiononss

Primary source- insurance code.Primary source- insurance code.

Others in Others in administraadministrative regulationstive regulationsissued by insurance commissioner,issued by insurance commissioner,
with administrative authority who iswith administrative authority who is
vested under the insurance code withvested under the insurance code with
the power to regulate insurers and thethe power to regulate insurers and the
business of insurance.business of insurance.

REASONS AND BASES OFREASONS AND BASES OF
REGULATIONREGULATION

1.1. It is nIt is neceecessssarary to may to maintintain tain thehe
solvency of insurerssolvency of insurers

2.2. ConConsusumer mer infinforormamatiotion isn is
inadequateinadequate

3.3. It iIt is ns neceecessssarary to y to insinsururee

reasonable ratesreasonable rates
4.4. It iIt is ns neceecessssarary to y to mamakeke

insurance available to allinsurance available to all
persons who need persons who need insurancinsurancee
coveragecoverage

5.5. It is nIt is neceecessssarary to eny to ensusure thre thatat
the practice of insurance isthe practice of insurance is
ethical and competent.ethical and competent.

AREAS OF REGULATIONAREAS OF REGULATION
1.1. ForFormamatiotion of n of insinsururersers
2.2. LicLicensensing ing of of ininsursurersers
3.3. FinFinancancial ial regregululatiationon
4.4. RaRate te reregugulalatitionon
5.5. PolPolicy icy forforms ms regregulaulatiotionn
6.6. LicLicensensing oing of othf other per persersonsons

involved in involved in insurancinsurance e businessbusiness
including agents, brokers,including agents, brokers,
underwriters, adjusters,underwriters, adjusters,
actuaries and the likeactuaries and the like

7.7. RegRegulaulatiotion of san of sales ples pracracticticeses
and consumer protectionand consumer protection

FORMATION AND LICENSING OFFORMATION AND LICENSING OF
INSURERS.INSURERS.

Sec. 184. For purposes of this Code,Sec. 184. For purposes of this Code,
the term "insurer" or the term "insurer" or "insurance"insurance
company" shall include all individuals,company" shall include all individuals,
partnershippartnerships, s, associationassociations, s, oror

corporationcorporations, s, including government-including government-owned or controlled corporations orowned or controlled corporations or
entities, engaged as principals in theentities, engaged as principals in the
insurance business, excepting mutualinsurance business, excepting mutual
benefit associations. Unless thebenefit associations. Unless the
context otherwise requires, the termscontext otherwise requires, the terms
shall also include shall also include professionaprofessionall
reinsurers defined in section tworeinsurers defined in section two
hundred eighty. "Domestic company"hundred eighty. "Domestic company"
shall include companies formed,shall include companies formed,
organized or existing under the laws of organized or existing under the laws of 
the Philippines. "Foreign company"the Philippines. "Foreign company"
when used without limitation shallwhen used without limitation shall
include companies formed, include companies formed, organized,organized,

or existing under any laws other thanor existing under any laws other than
those of the those of the Philippines.Philippines.

Sec. 185. Corporations formed orSec. 185. Corporations formed or
organized to save any person ororganized to save any person or
persons or other corporationspersons or other corporations
harmless from loss, damage, orharmless from loss, damage, or
liability arising from any unknown orliability arising from any unknown or
future or contingent event, or tofuture or contingent event, or to
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indemnify or to indemnify or to compensatcompensate anye any
person or persons or otherperson or persons or other
corporations for any such loss,corporations for any such loss,
damage, or liability, or to guaranteedamage, or liability, or to guarantee
the performance of or compliance withthe performance of or compliance with
contractual obligationcontractual obligations or s or the paymentthe payment
of debt of others shall be known asof debt of others shall be known as
"insurance "insurance corporatcorporations".ions".

APPLICABLE LAW.APPLICABLE LAW. With respect toWith respect to
corporationcorporations. The s. The provisions of theprovisions of the
CorporatioCorporation Code n Code apply unless theapply unless the
provisions of the Insurance Codeprovisions of the Insurance Code
provides otherwise.provides otherwise.

BASIC REQUIREMENTSBASIC REQUIREMENTS

1.1. InsInsuraurance conce corp. mrp. must pust posossessesss
the capital and assets requiredthe capital and assets required
of an of an insurance coporatioinsurance coporationn
doing the same kind of businessdoing the same kind of business

in the philippins and invested inin the philippins and invested in
the same manner and thethe same manner and the
Insurance Commissioner hadInsurance Commissioner had
granted a certificate to thatgranted a certificate to that
effecteffect

2.2. It mIt musust ht have ave obobtaitained ned aa
certificate of authority tocertificate of authority to
transact business from thetransact business from the
insurance commissioner.insurance commissioner.

WHEN ISSUANCE OF CERTIFICATEWHEN ISSUANCE OF CERTIFICATE
CAN BE REFUSED.CAN BE REFUSED.

Sec. 187. No insurance companySec. 187. No insurance company
shall transact any insuranceshall transact any insurance
business in the Philippines untilbusiness in the Philippines until
after it shall have obtained aafter it shall have obtained a
certificate of authority for thatcertificate of authority for that
purpose from the Commissionerpurpose from the Commissioner

upon application therefor andupon application therefor and
payment by the companypayment by the company
concerned of the fees hereinafterconcerned of the fees hereinafter
prescribed.prescribed.

The Commissioner may refuse toThe Commissioner may refuse to
issue a certificate of authority toissue a certificate of authority to
any insurance company if, in hisany insurance company if, in his

 judgment, such refusal will best judgment, such refusal will best
promote the interest of thepromote the interest of the
people of this country. No suchpeople of this country. No such
certificate of authority shall becertificate of authority shall be
granted to any such granted to any such companycompany
until the Commissioner shall haveuntil the Commissioner shall have
satisfied himself by suchsatisfied himself by such
examination as he may examination as he may make andmake and
such evidence as he may requiresuch evidence as he may require
that such company is qualified bythat such company is qualified by
the laws of the the laws of the Philippines toPhilippines to
transact business therein, thattransact business therein, that
the grant of such authoritythe grant of such authority

appears to be justified in the lightappears to be justified in the light
of economic requirements, andof economic requirements, and
that the direction andthat the direction and
administration, as well as theadministration, as well as the
integrity and responsibility of theintegrity and responsibility of the
organizers and organizers and administratorsadministrators,,
the financial organization and thethe financial organization and the
amount of capital,amount of capital,
notwithstandinnotwithstanding the g the provisions of provisions of 
section one hundred eighty-eight,section one hundred eighty-eight,
reasonably assure the safety of reasonably assure the safety of 
the interests of the policyholdersthe interests of the policyholders
and the public.and the public.

In order to maintain the quality of In order to maintain the quality of 
the management of the the management of the insuranceinsurance
companies and afford bettercompanies and afford better
protection to policyholders andprotection to policyholders and
the public in general, any the public in general, any personperson
of good moral character,of good moral character,
unquestioned integrity andunquestioned integrity and
recognized competence may berecognized competence may be
elected or appointed director orelected or appointed director or
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officer of insurance companies.officer of insurance companies.
The Commissioner shall prescribeThe Commissioner shall prescribe
the qualifications of the executivethe qualifications of the executive
officers and other key officials of officers and other key officials of 
insurance companies for purposesinsurance companies for purposes
of this section.of this section.

No person shall concurrently be aNo person shall concurrently be a
director and/or officer of andirector and/or officer of an
insurance company and aninsurance company and an
adjustment company.adjustment company.

Incumbent directors and/orIncumbent directors and/or
officers affected by the aboveofficers affected by the above
provisions are hereby allowed toprovisions are hereby allowed to
hold on to their positions until thehold on to their positions until the
end of their terms or two yearsend of their terms or two years
from the effectivity of this decree,from the effectivity of this decree,
whichever is shorter.whichever is shorter.

Before issuing such certificate of Before issuing such certificate of 

authority, the Commissioner mustauthority, the Commissioner must
be satisfied that the name of thebe satisfied that the name of the
company is not that of any othercompany is not that of any other
known company transacting aknown company transacting a
similar business in thesimilar business in the
PhilippinesPhilippines, or , or a name so a name so similarsimilar
as to be calculated to mislead theas to be calculated to mislead the
public.public.

Such certificate of authority shallSuch certificate of authority shall
expire on the last day of June of expire on the last day of June of 
each year and shall be renewedeach year and shall be renewed
annually if the company isannually if the company is
continuing to comply with thecontinuing to comply with the

provisions of this Code or theprovisions of this Code or the
circulars, instructions, rulings orcirculars, instructions, rulings or
decisions of the Commissioner.decisions of the Commissioner.
Every company receiving any suchEvery company receiving any such
certificatecertificates of authority s of authority shall beshall be
subject to the provisions of thissubject to the provisions of this
Code and other related laws andCode and other related laws and
to the jurisdiction and supervisionto the jurisdiction and supervision
of the of the CommissioneCommissioner.r.

No insurance company may beNo insurance company may be
authorized to transact in theauthorized to transact in the
Philippines the business of lifePhilippines the business of life
and non-life insuranceand non-life insurance
concurrently unless specificallyconcurrently unless specifically
authorized to do so: Provided,authorized to do so: Provided,
That the terms "life" and "non-That the terms "life" and "non-
life" insurance shall be deemed tolife" insurance shall be deemed to
include health, accident andinclude health, accident and
disability insurance.disability insurance.

No insurance company shall haveNo insurance company shall have
equity in an adjustment companyequity in an adjustment company
and neither shall an and neither shall an adjustmentadjustment
company have an equity in ancompany have an equity in an
insurance company.insurance company.

Insurance companies andInsurance companies and
adjustment companies presentlyadjustment companies presently
affected by the above provisionaffected by the above provision

shall have two years from theshall have two years from the
effectivity of this Decree withineffectivity of this Decree within
which to divest of theirwhich to divest of their
stockholdings. (As amended bystockholdings. (As amended by
Presidential Decree No. 1455).Presidential Decree No. 1455).

1.1. RefRefusausal will will besl best prot promomote thte thee
interest of the peopleinterest of the people

2.2. CommCommissiissioner oner has has not not satisatisfiedsfied
himself upon examination thathimself upon examination that
such company is qualified bysuch company is qualified by
the laws of the the laws of the Philippines toPhilippines to
transact business thereintransact business therein

3.3. ComCommismissiosioner is noner is not satt satisfisfiedied
that the grant of that the grant of suct authoritysuct authority
appears to be justified in theappears to be justified in the
light of economic requirementslight of economic requirements
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4.4. If coIf commmmisissiosioner nner not saot satistisfiefiedd
that the direction andthat the direction and
administraadministration as well as tion as well as thethe
integrity and responsibility of integrity and responsibility of 
organizaers and administrators,organizaers and administrators,
the financial organization andthe financial organization and
amount of capital, reasonablyamount of capital, reasonably
assure the safety of theassure the safety of the
interests of the policy holdersinterests of the policy holders
and the publicand the public

5.5. If If the the comcommismissisioneoner nor nott
satisfied, that the name of thesatisfied, that the name of the
company is not that of anycompany is not that of any
other known companyother known company
transacting a similar business intransacting a similar business in
the Philippines, or name maythe Philippines, or name may
mislead the publicmislead the public

Sec. 188. Except as provided inSec. 188. Except as provided in
section two hundred eighty-one, nosection two hundred eighty-one, no
domestic insurance company shall, indomestic insurance company shall, in

a stock corporation, engage ina stock corporation, engage in
business in the Philippines unlessbusiness in the Philippines unless
possessed of a paid-up capital stockpossessed of a paid-up capital stock
equal to at least equal to at least five million pesos:five million pesos:
Provided, That a Provided, That a domestic insurancedomestic insurance
company already doing business incompany already doing business in
the Philippines with a paid-up capitalthe Philippines with a paid-up capital
stock which is less than five stock which is less than five millionmillion
pesos shall have a paid-up capitalpesos shall have a paid-up capital
stock of at least stock of at least three million pesos bythree million pesos by
December thirty-one, nineteenDecember thirty-one, nineteen
hundred seventy-eight, four millionhundred seventy-eight, four million
pesos by December thirty-one,pesos by December thirty-one,
nineteen hundred seventy-nine andnineteen hundred seventy-nine and

five million pesos by five million pesos by December thirty-December thirty-
one, nineteen hundred eighty:one, nineteen hundred eighty:
Provided, further, that the Secretary of Provided, further, that the Secretary of 
Finance may, upon recommendationFinance may, upon recommendation
of the of the Insurance CommissioInsurance Commissioner,ner,
increase such minimum paid-upincrease such minimum paid-up
capital stock requirement, under suchcapital stock requirement, under such
terms and conditions as he mayterms and conditions as he may
impose, to an amount which, in hisimpose, to an amount which, in his

opinion, would reasonably assure theopinion, would reasonably assure the
safety of the interests of thesafety of the interests of the
policyholderpolicyholders and s and the public.the public.
chanrobles virtual law chanrobles virtual law librarylibrary

 The Commissioner may, as a pre- The Commissioner may, as a pre-
licensing requiremlicensing requirement of a ent of a newnew
insurance company, in addition to theinsurance company, in addition to the
paid-up capital stock, require thepaid-up capital stock, require the
stockholders to pay in cash to stockholders to pay in cash to thethe
company in proportion to theircompany in proportion to their
subscriptsubscription ion interests a interests a contributedcontributed
surplus fund of not less than onesurplus fund of not less than one
million pesos, in the case of a million pesos, in the case of a lifelife
insurance compainsurance company, or not ny, or not less thanless than
five hundred thousand pesos, in thefive hundred thousand pesos, in the
case of an insurance company othercase of an insurance company other
than life. He may than life. He may also require suchalso require such
company to submit to him a businesscompany to submit to him a business
plan showing the company'splan showing the company's
estimated receipts and estimated receipts and disbursemdisbursements,ents,

as well as the as well as the basis therefor, for thebasis therefor, for the
next succeeding three years.next succeeding three years.

If organized If organized as a as a mutual company, inmutual company, in
lieu of such capital stock, it lieu of such capital stock, it must havemust have
available cash assets of at least fiveavailable cash assets of at least five
million pesos above all million pesos above all liabilities forliabilities for
losses reported, expenses, taxes, legallosses reported, expenses, taxes, legal
reserve, and reinsurance of allreserve, and reinsurance of all
outstanding risks, and the contributedoutstanding risks, and the contributed
surplus fund equal to the amountssurplus fund equal to the amounts
required of stock corporations. A required of stock corporations. A stockstock
insurance company doing business ininsurance company doing business in
the Philippines may, subject to thethe Philippines may, subject to the

pertinent law and regulations whichpertinent law and regulations which
now are of hereafter may be in force,now are of hereafter may be in force,
alter its organization and transformalter its organization and transform
itself into a itself into a mutual insurancemutual insurance
company.company.

CAPITALIZATION REQUIREMENTS>CAPITALIZATION REQUIREMENTS>
As of July 1, As of July 1, 2006 by the dept of 2006 by the dept of 
financefinance
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1.1. No neNo new lifw life or none or non-li-life insfe insururancancee
company shall be allowed to docompany shall be allowed to do
business in the Philippinesbusiness in the Philippines
unless it hasa a capitalization of unless it hasa a capitalization of 
ONE BILLION PESOS. Paid inONE BILLION PESOS. Paid in
cash, of which at least cash, of which at least fiftyfifty
percent consists of paid uppercent consists of paid up
capital and the capital and the remainingremaining
portion therof as contributedportion therof as contributed
surplus which in no case shallsurplus which in no case shall
be less than TWO HUNDREDbe less than TWO HUNDRED
MILLION.MILLION.

2.2. No nNo new Rew REINEINSURSURANCANCE CoE Compmpanyany
shall be allowed to do shall be allowed to do businessbusiness
in the Philippines, unless it hasin the Philippines, unless it has
a capitalization of TWO BILLIONa capitalization of TWO BILLION
PESOS, paid in cash, of whichPESOS, paid in cash, of which
ate least fifty percent consistsate least fifty percent consists
of paid up capital, and theof paid up capital, and the
remaining portion therof asremaining portion therof as

contributed surplus which in nocontributed surplus which in no
case shall be less than FOURcase shall be less than FOUR
HUNDRED MILLION.HUNDRED MILLION.

For existing company.For existing company. IncreasedIncreased
the minimum capitalization the minimum capitalization becausebecause
the current requirements arethe current requirements are
inadequate relative toinadequate relative to

1.1. ThThe nee neededed bed bususininesesss
infrastrucinfrastructures and tures and qualityquality
management team that willmanagement team that will
ensure better service to allensure better service to all
stakeholdersstakeholders

2.2. AdeAdequaquate te allallowaowancnce foe forr

increased business volatilityincreased business volatility
and for mitigating marketand for mitigating market
imperfection.imperfection.

OTHER ASPECT OF CROPORATEOTHER ASPECT OF CROPORATE
ORGANIZATION.ORGANIZATION. Other areasOther areas
regulated by IC.regulated by IC.

1.1. ConConsosolidlidatiation anon and merd merger oger of f 
insurance companiesinsurance companies

2.2. SusSuspenpensiosion and rn and revoevocatcation of ion of 
certificate of authoritycertificate of authority

3.3. MutMutualualizaizatiotion of sn of stoctock lifk lifee
insurance companiesinsurance companies

4.4. ReiReinsunsuranrance trance transacsactiotions andns and
professionaprofessional l reinsurersreinsurers

5.5. HoHoldldining comg compapaninieses..

FOREIGN COMPANIES.FOREIGN COMPANIES. CompaniesCompanies
formed under any laws other thanformed under any laws other than
those of the those of the Philippines.Philippines.

 There must be an appointment of a There must be an appointment of a
resident agent of the foreignresident agent of the foreign
company, who will receive summonscompany, who will receive summons
and legal processes in and legal processes in connection withconnection with
actions and other legal actions and other legal proceedingsproceedings..

FINANCIAL REGULATIONS.FINANCIAL REGULATIONS. FinancialFinancial
regulations are imposed on insuranceregulations are imposed on insurance

companies to help maintain thecompanies to help maintain the
healthy financial status of thehealthy financial status of the
companies. They will help governmentcompanies. They will help government
because insurance companies are alsobecause insurance companies are also
financial financial intermediarintermediaries.ies.

Asymmetric information andAsymmetric information and
adverse selection.adverse selection.

Asymmetric information arises whenAsymmetric information arises when
one of the parties has insufficientone of the parties has insufficient
knowledge about the other party inknowledge about the other party in
the contract that makes it impossiblethe contract that makes it impossible
to make the correct decision beforeto make the correct decision before

entering into the contract. One of entering into the contract. One of thethe
problems involved in this is that whenproblems involved in this is that when
there is asymmetric information, therethere is asymmetric information, there
is “adverse selection” under which ais “adverse selection” under which a
person who is more likely to person who is more likely to bebe
unreliable is the more likely to unreliable is the more likely to seekseek
out the transaction.out the transaction.
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MARGIN OF SOLVENCY.MARGIN OF SOLVENCY. This margin This margin
of insolvency of of insolvency of insuranceinsurance
corporations shall be an excess of thecorporations shall be an excess of the
value of its admitted assets exclusivevalue of its admitted assets exclusive
of its paid up capital, in the case of aof its paid up capital, in the case of a
domestic company, or an excess of domestic company, or an excess of 
the value of its admitted assets in thethe value of its admitted assets in the

Philippines.Philippines.

ADMITTED ASSETS.ADMITTED ASSETS. Admitted assetsAdmitted assets
are assets that are allowed by the laware assets that are allowed by the law
to be part of assets that will be part of to be part of assets that will be part of 
the bases in the bases in determining the financialdetermining the financial
conditions of the insurance company.conditions of the insurance company.
Non-admitted assets are the assetsNon-admitted assets are the assets
that will not be allowed to be carriedthat will not be allowed to be carried
on the balance sheet of on the balance sheet of the insurancethe insurance
company. They are believed to be of company. They are believed to be of 
marginal quality or of little liquidity formarginal quality or of little liquidity for
policy holders if the insurer should getpolicy holders if the insurer should get
into financial difficulty.into financial difficulty.

DIVIDEND POLICY>DIVIDEND POLICY> The insurance The insurance
code prohibits the declaration orcode prohibits the declaration or
distributiodistribution of n of dividends if thedividends if the
following are impairedfollowing are impaired

1.1. The eThe entintire pare paid up cid up capiapital stal stoctockk
2.2. The The mamargirgin on of sf solvolvencencyy
3.3. In thIn the case case of lie of life infe insusuranrancece

corporationcorporation, the , the legal reservelegal reserve
fund.fund.

4.4. In tIn the che case ase of cof corporporaoratiotionsns
other than life, the legal other than life, the legal reservereserve
fundfund

5.5. A suA sum sum sufffficiicient tent to pao pay all ny all netet

losses reported, or in the courselosses reported, or in the course
of settlement, and all liabilitiesof settlement, and all liabilities
for expenses and taxes.for expenses and taxes.

INVESTMENTS.INVESTMENTS.  The type, nature and The type, nature and
amounts of investments of insuranceamounts of investments of insurance
companies are likewise regulated. Thecompanies are likewise regulated. The
Insurance Code provides forInsurance Code provides for
limitations onlimitations on

1.1. LoaLoans ns and and secsecuriurity ty ththereereforfor
2.2. PurcPurchase hase or or ownerownershiship op of af assetssetss
3.3. PurPurchchase ase or oor ownwnersershihip of p of 

securities includes bonds.securities includes bonds.

Reportorial Reportorial requiremenrequirement.t.

Sec. 209. It shall be the duty of Sec. 209. It shall be the duty of the officers of the insurancethe officers of the insurance
company to report within the firstcompany to report within the first
fifteen days of every month allfifteen days of every month all
such investments as may be madesuch investments as may be made
by them during the precedingby them during the preceding
month, and the month, and the CommissioneCommissionerr
may, if such investments or any of may, if such investments or any of 
them seem injudicious to him,them seem injudicious to him,
require the sale or disposal of require the sale or disposal of thethe
same. The report shall alsosame. The report shall also
include a list of include a list of investments soldinvestments sold
or disposed of by the companyor disposed of by the company
during the same period.during the same period.

RESERVESRESERVES

Not equivalent to surplus but is in Not equivalent to surplus but is in factfact
obligations to the insured.obligations to the insured.

1.1. In lIn life ife insinsuranurance, rce, resereserve is ve is thethe
amount that, together withamount that, together with
future premiums, interests andfuture premiums, interests and
benefit of the benefit of the survivorshisurvivorship, willp, will
be sufficient, according tobe sufficient, according to
valuation assumptionvaluation assumptions, to s, to paypay
future claims. Under thefuture claims. Under the
insurance code, all valuations of insurance code, all valuations of 

policies are made upon netpolicies are made upon net
premium basis. The aggregatepremium basis. The aggregate
net value so ascertained of thenet value so ascertained of the
policies of the company shall bepolicies of the company shall be
deemed its reserve liabilitydeemed its reserve liability
which shall be provided for bywhich shall be provided for by
holding funds in secureholding funds in secure
investments equal to such netinvestments equal to such net
value.value.
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2.2. In nIn non lon life ife insinsururancance. The. Thee
insurance code provides that,insurance code provides that,
every non-life every non-life insuranceinsurance
company must maintain acompany must maintain a
reserve for reserve for unearned premiumsunearned premiums
on its policies that are on its policies that are in forcein force
which shall be charged as awhich shall be charged as a

liability for the liability for the determination of determination of its financial condition.its financial condition.

EXAMINATIONS AND REPORTSEXAMINATIONS AND REPORTS

1.1. InsInsuraurance nce cocompampanienies as arere
required to have its booksrequired to have its books
records and accounts readilyrecords and accounts readily
examined by the examined by the insurancinsurancee
commisscommissioner to ioner to determinedetermine
solvence. Examination shall besolvence. Examination shall be
done atleast once a year anddone atleast once a year and
when public interest sowhen public interest so
demandsdemands

2.2. IC alsIC also proo providvides thes that inat insursurancancee
companies are required tocompanies are required to
subimit annual statementssubimit annual statements

LIMIT OF SINGLE RISK.LIMIT OF SINGLE RISK.

Sec. 215. No insurance companySec. 215. No insurance company
other than life, whether foreign orother than life, whether foreign or
domesticdomestic, shall , shall retain any risk onretain any risk on
any one subject of insurance in anany one subject of insurance in an
amount exceeding twenty peramount exceeding twenty per
centum of its net worth.centum of its net worth. ForFor
purposes of this section, the termpurposes of this section, the term
"subject of insurance" shall include all"subject of insurance" shall include all

properties or risks insured by theproperties or risks insured by the
same insurer that customarily aresame insurer that customarily are
considered by non-life considered by non-life companycompany
underwriterunderwriters to be s to be subject to loss orsubject to loss or
damage from the same occurrence of damage from the same occurrence of 
any hazard insured against.any hazard insured against.

ReinsurancReinsurance ceded e ceded as authorizedas authorized
under the succeeding title shall beunder the succeeding title shall be

deducted in determining the riskdeducted in determining the risk
retained. As to surety risk, deductionretained. As to surety risk, deduction
shall also be made of shall also be made of the amountthe amount
assumed by any other companyassumed by any other company
authorized to transact surety businessauthorized to transact surety business
and the value of any securityand the value of any security
mortgage, pledged, or held subject tomortgage, pledged, or held subject to

the surety's control and for thethe surety's control and for thesurety's protectionsurety's protection

SECURITY DEPOSITSECURITY DEPOSIT

Sec. 203. Every Sec. 203. Every domestic insurancedomestic insurance
company shall, to the extent of ancompany shall, to the extent of an
amount equal in value to twenty-fiveamount equal in value to twenty-five
per centum of the minimum paid-upper centum of the minimum paid-up
capital required under section onecapital required under section one
hundred eighty-eight, invest its fundshundred eighty-eight, invest its funds
only in securities, satisfactory to theonly in securities, satisfactory to the
Commissioner, consisting of bonds orCommissioner, consisting of bonds or
other evidences of debt of theother evidences of debt of the

Government of the Philippines or itsGovernment of the Philippines or its
political subdivisions orpolitical subdivisions or
instrumentainstrumentalities, or lities, or of government-of government-
owned or controlled corporations andowned or controlled corporations and
entities, including the Central Bank of entities, including the Central Bank of 
the Philippines: Provided, That suchthe Philippines: Provided, That such
investments shall at all times beinvestments shall at all times be
maintained free from any lien ormaintained free from any lien or
encumbrancencumbrance; e; and Provided, further,and Provided, further,

 That such securities shall be  That such securities shall be depositeddeposited
with and held by with and held by the Commissioner forthe Commissioner for
the faithful performance by thethe faithful performance by the
depositing insurer of all its depositing insurer of all its obligationsobligations
under its insurance contracts. Theunder its insurance contracts. The

provisions of section one hundredprovisions of section one hundred
ninety-two shall, so far ninety-two shall, so far as practicable,as practicable,
apply to the securities depositedapply to the securities deposited
under this section.under this section.

Except as otherwise provided in thisExcept as otherwise provided in this
Code, no judgment creditor or otherCode, no judgment creditor or other
claimant shall have the right to levyclaimant shall have the right to levy
upon any of the upon any of the securities of thesecurities of the
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insurer held on deposit under thisinsurer held on deposit under this
section or held on deposit pursuant tosection or held on deposit pursuant to
the requirement of the Commissioner.the requirement of the Commissioner.
(As amended by (As amended by Presidential DecreePresidential Decree
No. 1455).No. 1455).

Security deposit shall be.Security deposit shall be.

1.1. AnswAnsweraberable fole for alr all obl obligaligation tion sof sof the depositing insurer under itsthe depositing insurer under its
insurance contractsinsurance contracts

2.2. At alAt all timl times fres free free from aom any liny liensens
or encumbranceor encumbrance

3.3. ExeExempmpt ft from rom levlevy by y by anyany
claimant.claimant.

Republic V. Delmonte motors.Republic V. Delmonte motors.

Individual policy holder cannot Individual policy holder cannot garnishgarnish
the security deposit to satisfy his claimthe security deposit to satisfy his claim
agains the insurer on his policy. Toagains the insurer on his policy. To
allow the garnishment of that allow the garnishment of that depositdeposit
would impair the fund by decreasing itwould impair the fund by decreasing it

to less than the percentage of to less than the percentage of paid-uppaid-up
capital that the law requires to capital that the law requires to bebe
maintained. Garnishment would alsomaintained. Garnishment would also
create a preference of credit over create a preference of credit over thethe
other policy holders other policy holders and beneficiaries.and beneficiaries.

Absent insolvency proceedings,Absent insolvency proceedings,
the individual insured’s interestthe individual insured’s interest
on the security deposit is merelyon the security deposit is merely
inchoate. Being an expectancy, itinchoate. Being an expectancy, it
has not attribute to has not attribute to property.property.

CORPORATIONS IN DISTRESS.CORPORATIONS IN DISTRESS.
CorporatioCorporations in ns in distress may be placeddistress may be placed

in conservatorship, receivership, orin conservatorship, receivership, or
may be ultimately dissolved andmay be ultimately dissolved and
liquidated.liquidated.

CONSERVATORSHIP.CONSERVATORSHIP.

ConservatorConservator, may be , may be appointed if atappointed if at
any time, before, or after, theany time, before, or after, the
suspension or revocation of thesuspension or revocation of the

certificate of authority of certificate of authority of an insurancean insurance
company, the insurance commissionercompany, the insurance commissioner
finds that such company is in a finds that such company is in a statestate
of continuing inability orof continuing inability or
unwillingnunwillingnenss to enss to maintain themaintain the
condition of solvency or condition of solvency or liquidityliquidity
deemed adequate to protect thedeemed adequate to protect the

interest of policy holders andinterest of policy holders andcreditors.creditors.
Insurance company is facing Insurance company is facing financialfinancial
difficulaties which requires thedifficulaties which requires the
appointment of a conservator to takeappointment of a conservator to take
charge of its assets liabilities andcharge of its assets liabilities and
management aimed at preserving itsmanagement aimed at preserving its
assents and restoring its viability as aassents and restoring its viability as a
going business enterprise.going business enterprise.

Under Sec 248 of the IC,Under Sec 248 of the IC,
conservatorconservatorship is in the ship is in the nature of nature of 
rehabilitatiorehabilitation n proceedingsproceedings

POWERS OF A CONSERVATOR.POWERS OF A CONSERVATOR.

1.1. TakTake ce charharge tge the he asassetsets,s,
liabilities, and the managementliabilities, and the management
of the companyof the company

2.2. ColColleclect all mt all moneoneys anys and ded debtsbts
due said companydue said company

3.3. ExercExercise ise all all powepowers rs necenecessassary try too
preserve the assets of saidpreserve the assets of said
company and restore viabilitycompany and restore viability

4.4. ReoReorgrganianize thze the mane manageagemement of nt of 
the companythe company

5.5. OveOverrurrule or rle or revoevoke thke the acte actionionss
of the of the previous managementprevious management

and board of directors of theand board of directors of the
said company, any provision of said company, any provision of 
law, or of the articles of law, or of the articles of 
incorporatincorporation or by-laws of ion or by-laws of thethe
company, to the company, to the contrarycontrary
notwithstandingnotwithstanding

6.6. OtOtheher por powewers rs as tas thehe
commissioner shall deemcommissioner shall deem
necessary.necessary.
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Retrecnhment of personnel is one of Retrecnhment of personnel is one of 
the powers of the conservator. Cost-the powers of the conservator. Cost-
saving device to protect policysaving device to protect policy
holders.holders.

QualificatiQualifications ons and Remunerationsand Remunerations

of Conservator.of Conservator.ConservatorConservator, may , may be anotherbe another
insurance company doing business ininsurance company doing business in
the Philippines, by officer or officers of the Philippines, by officer or officers of 
such company, or other competentsuch company, or other competent
and qualified persons, firms orand qualified persons, firms or
coporationscoporations. . RemunerationRemunerations are s are borneborne
by the insurance company underby the insurance company under
conservatorship.conservatorship.

Free and Harmless Clause.Free and Harmless Clause.
Conservator shall not be subject toConservator shall not be subject to
any action, claim or demand by, orany action, claim or demand by, or
liability to, any person in respect of liability to, any person in respect of 

anything done or omitted to be anything done or omitted to be donedone
in good faith and in the exercise or inin good faith and in the exercise or in
connection with the exercise of theconnection with the exercise of the
powers conferred on the conservator.powers conferred on the conservator.
Does not preclude suit, but appliesDoes not preclude suit, but applies

only with reference to acts done or leftonly with reference to acts done or left
undone in good faith by undone in good faith by the receiverthe receiver
or conservator in discharge of hisor conservator in discharge of his
functions.functions.

Sec. 248. If at any time before, orSec. 248. If at any time before, or
after, the suspension or revocation of after, the suspension or revocation of 
the certificate of authority of anthe certificate of authority of an
insurance company as provided in theinsurance company as provided in the

preceding title, the preceding title, the CommissCommissionerioner
finds that such company is in a finds that such company is in a statestate
of continuing inability or unwillingnessof continuing inability or unwillingness
to maintain a condition of solvency orto maintain a condition of solvency or
liquidity deemed adequate to protectliquidity deemed adequate to protect
the interest of policy holders andthe interest of policy holders and
creditors, he may appoint acreditors, he may appoint a
conservator to take charge the assets,conservator to take charge the assets,
liabilities, and the management of liabilities, and the management of 

such company, collect all moneys andsuch company, collect all moneys and
debts due said company and exercisedebts due said company and exercise
all powers necessary to preserve theall powers necessary to preserve the
assets of said company, reorganizeassets of said company, reorganize
the management thereof, and restorethe management thereof, and restore
its viability. The its viability. The said conservator shallsaid conservator shall
have the power to overrule or revokehave the power to overrule or revoke

the actions of the the actions of the previouspreviousmanagement and board of directors of management and board of directors of 
the said company, any provision of the said company, any provision of 
law, or of the articles of incorporationlaw, or of the articles of incorporation
or by-laws of the company, to theor by-laws of the company, to the
contrary notwithstanding, and suchcontrary notwithstanding, and such
other powers as the Commissionerother powers as the Commissioner
shall deem necessary.shall deem necessary.

 The conservator may be another The conservator may be another
insurance company doing business ininsurance company doing business in
the Philippines, by officer or officers of the Philippines, by officer or officers of 
such company, or any othersuch company, or any other
competent and qualified person, firmcompetent and qualified person, firm

or corporation. The remuneration of or corporation. The remuneration of 
the conservator and other expensesthe conservator and other expenses
attendant to the conservation shall beattendant to the conservation shall be
borne by the borne by the insurancinsurance companye company
concerned.concerned.

 The conservator shall not be subject to The conservator shall not be subject to
any action, claim or demand by, any action, claim or demand by, oror
liability to, any person in respect of liability to, any person in respect of 
anything done or omitted to be anything done or omitted to be donedone
in good faith in the exercise, or inin good faith in the exercise, or in
connection with the exercise, of theconnection with the exercise, of the
powers conferred on the conservator.powers conferred on the conservator.

 The conservator appointed shall report The conservator appointed shall report
and be responsible to theand be responsible to the
Commissioner until such time as theCommissioner until such time as the
Commissioner is satisfied that theCommissioner is satisfied that the
insurance company can continue toinsurance company can continue to
operate on its own and theoperate on its own and the
conservatorconservatorship shall ship shall likewise belikewise be
terminated should be Commissioner,terminated should be Commissioner,
on the basis of the report of theon the basis of the report of the
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conservator or of his own findings,conservator or of his own findings,
determine that the continuance indetermine that the continuance in
business of the insurance companybusiness of the insurance company
would be hazardous to policy holderswould be hazardous to policy holders
and creditors, in which case theand creditors, in which case the
provisions of Title 15 shall apply.provisions of Title 15 shall apply.

RECEIVERSHIPRECEIVERSHIP

Proceedings on insolvency appliesProceedings on insolvency applies
under these cases.under these cases.

1.1. The cThe condonditiition of aon of any inny insusuranrancece
company doing business in thecompany doing business in the
Phil is one of Phil is one of insolvency.insolvency.
Insolvency shall mean theInsolvency shall mean the
inability of an inability of an insuranceinsurance
company to pay its lawfulcompany to pay its lawful
obligations as they fall due inobligations as they fall due in
the usual and ordinary course of the usual and ordinary course of 

business as may be shown bybusiness as may be shown by
its failure to maintain theits failure to maintain the
margin of solvency.margin of solvency.

2.2. The cThe contontinuinuancance in bue in businsiness oess of f 
the insurance company wouldthe insurance company would
be hazardous to its policybe hazardous to its policy
holders and creditors.holders and creditors.

Actions of the Actions of the CommissioneCommissioner.r.
1.1. OrdOrder ter the che comompanpany to cy to ceaseasee

and desist from and desist from transactintransactingg
business in the Philippines andbusiness in the Philippines and
designate a receiverdesignate a receiver

2.2. WiWiththin in 30 30 dadays ys frfromom

appointment of a receiver, toappointment of a receiver, to
determine whether thedetermine whether the
insurance company may beinsurance company may be
reorganizae or otherwise placedreorganizae or otherwise placed
in scuh condition so that it in scuh condition so that it maymay
be permitted to resumebe permitted to resume
business with safety of its policybusiness with safety of its policy
holders and creditors.holders and creditors.

3.3. If tIf the ihe insnsuraurance cnce comompanpany isy is
determined to be insolvend ordetermined to be insolvend or
cannot resume business withcannot resume business with
safety of policy holders, havesafety of policy holders, have
the company the company liquidated.liquidated.

4.4. AppAppoinoint a t a liqliquiduidatoator.r.

Powers of receiverPowers of receiver

1.1. TakTake che chararge oge of asf assetsets ans andd
liabilitiesliabilities

2.2. CollCollect aect and gnd gatheather alr all thl the ase assetssets
and administer the same for theand administer the same for the
benefit of its policy holders andbenefit of its policy holders and
creditors.creditors.

3.3. ExeExercrcise alise all powel powers necrs necessessaryary
for the preceding purposesfor the preceding purposes
including but not limited toincluding but not limited to
bringing suits and foreclosingbringing suits and foreclosing
mortgages in the name of themortgages in the name of the
insurance company.insurance company.

Functions of the LiquidatorFunctions of the Liquidator
1.1. TakTake ove over ter the fhe funcunctiotions ons of f 

receiver previously designated.receiver previously designated.
2.2. ReiReinsunsure alre all the ol the outsutstantandindingg

policies of the companypolicies of the company
3.3. ConConververt tht the ase assetsets of s of thethe

insurance companinsurance company to y to cash, orcash, or
sell, assign or otherwise disposesell, assign or otherwise dispose
of the same to theof the same to the
policyholderspolicyholders, , creditors andcreditors and
other parties for the prupose of other parties for the prupose of 
settling the liabilities or payingsettling the liabilities or paying
the debts of such companythe debts of such company

4.4. InsInstittitute aute actictions ions in the nn the name oame of f 
the company as may bethe company as may be
necessary in the necessary in the appropriatappropriatee
Court to collect and recoverCourt to collect and recover
accounts and assets of theaccounts and assets of the
insurance companyinsurance company

5.5. To do To do sucsuch oth other aher acts acts as mas may bey be
necessary to complete thenecessary to complete the
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liquidation as ordered by theliquidation as ordered by the
commissioner.commissioner.

Binding effects of the actions of Binding effects of the actions of 
the the commissioncommissioner.er.
Actions of the Actions of the commisscommissioner shall beioner shall be
final and executor and can be setfinal and executor and can be set
aside by the court upon petition of aside by the court upon petition of thethe

company ONLY IF THERE IScompany ONLY IF THERE ISCONVINCING PROOF THAT THECONVINCING PROOF THAT THE
ACTION IS PLAINLY ARBITRARY ANDACTION IS PLAINLY ARBITRARY AND
MADE IN BAD FAITH.MADE IN BAD FAITH.

CAPITALIZATIONCAPITALIZATION
1.1. NonNon-li-life insfe insuraurance comnce companpaniesies,,

may not be may not be rehab. Unless netrehab. Unless net
worth is One BILLION. Atleastworth is One BILLION. Atleast
fifty percent consists of paid upfifty percent consists of paid up
capital and remaining portioncapital and remaining portion
shall be contributed surplusshall be contributed surplus
which shall not be less than which shall not be less than 200200
millionmillion

2.2. ReiReinsunsuranrance – 2 Bce – 2 Billillionion, 400, 400
MillionMillion

RATE REGULATIONRATE REGULATION

Sec. 339. Every Sec. 339. Every organization whichorganization which
now exists or which may hereafter benow exists or which may hereafter be
formed for the purpose of makingformed for the purpose of making
rates to be used by more than onerates to be used by more than one
insurance company authorized to doinsurance company authorized to do
business in the Philippines shall bebusiness in the Philippines shall be
known as a known as a "rating organization"rating organization." The." The
term "rate" as used in this titleterm "rate" as used in this title
shall generally mean the ratio of shall generally mean the ratio of 
the premium to the amountthe premium to the amount

insured and shall include, as theinsured and shall include, as the
context may require, either thecontext may require, either the
consideraticonsideration to on to be paid orbe paid or
charged for insurance contracts,charged for insurance contracts,
including surety bonds, or theincluding surety bonds, or the
elements and factors forming theelements and factors forming the
basis for the determination orbasis for the determination or
application of the same, or both.application of the same, or both.

** On part of insurer, it is required that** On part of insurer, it is required that
amount of premium is fixed in such aamount of premium is fixed in such a
way that the amount paid by anway that the amount paid by an
individual combined with payments byindividual combined with payments by
other customers must provide for theother customers must provide for the
losses sustained, the expenses of losses sustained, the expenses of 
operation, profit, and accumulation of operation, profit, and accumulation of 

reserve for reserve for catastrophicatastrophies.es.

PURPOSE.PURPOSE. Ensures that the ratesEnsures that the rates
imposed by insurers are adequate,imposed by insurers are adequate,
reasonable and not unfairlyreasonable and not unfairly
discriminatory.discriminatory.

Basic standards.Basic standards.

1.1. RatRates mues must bst be adee adequaquate fote for ther the
class of business to which theyclass of business to which they
applyapply

2.2. Not Not be be unfaunfairly irly disdiscrimcriminatoinatoryry
3.3. Not unNot unreareasosonabnably excly excessessiveive..

Sec. 349. Every Sec. 349. Every rating organizationrating organization
and every insurance company whichand every insurance company which
makes and files its own rates, shallmakes and files its own rates, shall
make rates for all risks rated by suchmake rates for all risks rated by such
organization or insurance company inorganization or insurance company in

accordance with the followingaccordance with the following
provisions:provisions:

(a) Basic (a) Basic classificatclassification, manual,ion, manual,
minimum, class, or schedule rates orminimum, class, or schedule rates or
rating plans, shall be made andrating plans, shall be made and
adopted for all such risks. Anyadopted for all such risks. Any
departure from such rates shall be indeparture from such rates shall be in
accordance with schedules, ratingaccordance with schedules, rating
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plans and rules filed with theplans and rules filed with the
Commissioner;Commissioner;

(b) Rates shall be reasonable and(b) Rates shall be reasonable and
adequate for the class of risks toadequate for the class of risks to
which they apply;which they apply;

(c) No rate (c) No rate shall discriminshall discriminateateunfairly between risks involvingunfairly between risks involving
essentially the same hazards andessentially the same hazards and
expense elements or between risks inexpense elements or between risks in
the application of like charges andthe application of like charges and
credits;credits;

(d) Consideration shall be given to(d) Consideration shall be given to
the past and prospective lossthe past and prospective loss
experience, including theexperience, including the
conflagratioconflagration n and catastropheand catastrophe
hazards, if any, to all hazards, if any, to all factorsfactors
reasonably attributareasonably attributable to the ble to the class of class of 
risks, to a reasonable profit, torisks, to a reasonable profit, to

commissions paid during the mostcommissions paid during the most
recent annual period and to past andrecent annual period and to past and
prospective other expenses. In case of prospective other expenses. In case of 
fire insurance fire insurance rates, considerationrates, consideration
shall be given to the experience of theshall be given to the experience of the
fire insurance business during a periodfire insurance business during a period
of not less than five years nextof not less than five years next
preceding the year in which the preceding the year in which the reviewreview
is made;is made;

(e) Risk may be grouped by(e) Risk may be grouped by
classificaclassifications for tions for the establishment of the establishment of 
rates and minimum premiums.rates and minimum premiums.
ClassificatiClassification rates may on rates may be modified tobe modified to

produce rates for individual risks inproduce rates for individual risks in
accordance with rating plans whichaccordance with rating plans which
establish standards for measuringestablish standards for measuring
variations in hazards or expensevariations in hazards or expense
provisionsprovisions, or , or both. Such standardsboth. Such standards
may measure any difference amongmay measure any difference among
risks that can be demonstrated torisks that can be demonstrated to
have a probable effect upon losses orhave a probable effect upon losses or
expenses.expenses.

POWER OF COMMISSIONER.POWER OF COMMISSIONER.

Sec. 355. If the Sec. 355. If the CommissCommissioner findsioner finds
that any rate filings theretofore filedthat any rate filings theretofore filed
with him do not comply with thewith him do not comply with the
provisions of this title or that theyprovisions of this title or that they

provide rates or rules which areprovide rates or rules which areinadequate, excessive, unfairlyinadequate, excessive, unfairly
discriminatory or otherwisediscriminatory or otherwise
unreasonabunreasonable, he may le, he may order the sameorder the same
withdrawn and at the expiration of withdrawn and at the expiration of 
sixty days thereafter the same shallsixty days thereafter the same shall
be deemed no longer on be deemed no longer on file. Beforefile. Before
making any such finding and order,making any such finding and order,
the Commissioner shall give notice,the Commissioner shall give notice,
not less than ten days in advance, andnot less than ten days in advance, and
a hearing, to the a hearing, to the rating organizationrating organization,,
or to the or to the insurer, which filed the same.insurer, which filed the same.
Such order shall not affect anySuch order shall not affect any
contract or policy made or issued priorcontract or policy made or issued prior

to the expiration of such sixty dayto the expiration of such sixty day
period.period.

POLICY FORMS.POLICY FORMS.

Sec. 226. No policy, certificate orSec. 226. No policy, certificate or
contract of insurance shall be contract of insurance shall be issuedissued
or delivered within the or delivered within the PhilippinesPhilippines
unless in the unless in the form previously approvedform previously approved
by the Commissioner, and noby the Commissioner, and no
application form shall be used with,application form shall be used with,
and no rider, clause, warranty orand no rider, clause, warranty or
endorsement shall be attached to,endorsement shall be attached to,
printed or stamped upon such printed or stamped upon such policy,policy,

certificate or contract unless the formcertificate or contract unless the form
of such application, rider, clause,of such application, rider, clause,
warranty or endorsement has beenwarranty or endorsement has been
approved by the approved by the CommissCommissioner.ioner.

SALES PRACTICES AND CONSUMERSALES PRACTICES AND CONSUMER
PROTECTION.PROTECTION. Regulations designedRegulations designed
to protect to protect consumerconsumerss
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1.1. A reA reinsinsuraurance bnce brokroker is er is oneone
who, for compensation, notwho, for compensation, not
being a duly authorized agent,being a duly authorized agent,
employee or officer of anemployee or officer of an
insurer in which any reinsuranceinsurer in which any reinsurance
is effected, act or aids in anyis effected, act or aids in any
manner in manner in negotiating contractsnegotiating contracts

of reinsurance, or placing risksof reinsurance, or placing risksof effecting reinsurance, for anyof effecting reinsurance, for any
insurance company authorizedinsurance company authorized
to do business in theto do business in the
Philippines.Philippines.

2.2. SecSec. 318. 318. No p. No perserson son shalhall acl act,t,
and no company shall employand no company shall employ
any person, asany person, as non-lifenon-life
company underwritercompany underwriter, whose, whose
duty and responsibility it duty and responsibility it shallshall
be to select, evaluate andbe to select, evaluate and
accept risks for, and toaccept risks for, and to
determine the terms anddetermine the terms and
conditions, including thoseconditions, including those

pertaining to amounts of pertaining to amounts of 
retentions, under which suchretentions, under which such
risks are to be accepted by therisks are to be accepted by the
company, unless suchcompany, unless such
underwriter is registered asunderwriter is registered as
such with the such with the CommissioCommissioner.ner.

3.3. The The terterm m "in"indepdependendentent
adjuster" means any person,adjuster" means any person,
partnership, association orpartnership, association or
corporation which, for money,corporation which, for money,
commission or any other thingcommission or any other thing
of value, acts for or on behalf of of value, acts for or on behalf of 
an insurer in the adjusting of an insurer in the adjusting of 
claims arising under insuranceclaims arising under insurance

contracts or policiescontracts or policies issued byissued by
such insurersuch insurer..

 The term "public  The term "public adjuster"adjuster"
means any means any person, partnership,person, partnership,
association or corporationassociation or corporation
which, for money, commissionwhich, for money, commission
or any other thing of value, actsor any other thing of value, acts
on behalf of an on behalf of an insured ininsured in
negotiating for, or effecting, thenegotiating for, or effecting, the

settlement of a claim or settlement of a claim or claimsclaims
of theof the said insuredsaid insured arisingarising
under insurance contracts orunder insurance contracts or
policies, or which advertises forpolicies, or which advertises for
or solicits employment as anor solicits employment as an
adjuster of such claims.adjuster of such claims.

4.4. ActActuaruary – a pey – a persrson won who mho makeakess

financial calculations for the lifefinancial calculations for the lifeinsurance company and whoinsurance company and who
will certify the will certify the documents suchdocuments such
as reserved and net due andas reserved and net due and
deferred premium, valuation of deferred premium, valuation of 
annuity funds or retirementannuity funds or retirement
plans.plans.

5.5. RatRate ore organganizaizatiotion. En. Eververyy
organization which now existsorganization which now exists
or which may hereafter beor which may hereafter be
formend for the purpose of formend for the purpose of 
making rates to be used bymaking rates to be used by
more than one insurancemore than one insurance
company authorized to docompany authorized to do

business in the Philippines.business in the Philippines.

PROHIBITIONS.PROHIBITIONS.
1.1. TwiTwiststing – ining – inducducing aing an insn insurureded

to drop an existing policy in to drop an existing policy in oneone
company for another policy incompany for another policy in
another company due toanother company due to
misrepresentation.misrepresentation.

2.2. RebRebateate- desi- designegned to ensd to ensure fure fairair
and equitable treatment of alland equitable treatment of all
policymakers by preventing onepolicymakers by preventing one
insured from obtaining unfairinsured from obtaining unfair
practice ove another.practice ove another.

Sec. 361. No insurance company doingSec. 361. No insurance company doing
business in the Philippines or anybusiness in the Philippines or any
agent thereof, no agent thereof, no insurancinsurance broker,e broker,
and no employee or otherand no employee or other
representative of any such representative of any such insuranceinsurance
company, agent, or broker, company, agent, or broker, shallshall
make, procure or negotiate anymake, procure or negotiate any
contract of insurance or agreement ascontract of insurance or agreement as
to policy contract, other than is plainlyto policy contract, other than is plainly
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expressed in the policy or otherexpressed in the policy or other
written contract issued or to be issuedwritten contract issued or to be issued
as evidence thereof, or shall directlyas evidence thereof, or shall directly
or indirectly, by giving or sharing aor indirectly, by giving or sharing a
commission or in any mannercommission or in any manner
whatsoever, pay or allow or offer towhatsoever, pay or allow or offer to
pay or allow to the insured or to anypay or allow to the insured or to any

employee of such insured, either as anemployee of such insured, either as aninducement to the making of suchinducement to the making of such
insurance or after such insurance hasinsurance or after such insurance has
been effected, any rebate from thebeen effected, any rebate from the
premium which is specified in thepremium which is specified in the
policy, or any special favor orpolicy, or any special favor or
advantage in the dividends or otheradvantage in the dividends or other
benefits to accrue thereon, or shallbenefits to accrue thereon, or shall
give or offer to give any valuablegive or offer to give any valuable
consideratioconsideration or n or inducement of anyinducement of any
kind, directly or indirectly, which is notkind, directly or indirectly, which is not
specified in such policy or contract of specified in such policy or contract of 
insurance; nor shall any insurance; nor shall any suchsuch
company, or any agent thereof, as tocompany, or any agent thereof, as to

any policy or contract of insuranceany policy or contract of insurance
issued, make any issued, make any discrimindiscriminationation
against any Filipino in the sense thatagainst any Filipino in the sense that
he is given less advantageous rates,he is given less advantageous rates,
dividends or other policy conditions ordividends or other policy conditions or
privileges than are accorded to otherprivileges than are accorded to other
nationals because of his nationals because of his race.race.

3.3. MiMisrsrepepreresesentntatatioion.n.

Sec. 362. No insurance company doingSec. 362. No insurance company doing
business in the Philippines, and nobusiness in the Philippines, and no
officer, director, or agent thereof, andofficer, director, or agent thereof, and
no insurance broker or any otherno insurance broker or any other

person, partnership or person, partnership or corporationcorporation
shall issue or circulate or cause orshall issue or circulate or cause or
permit to be issued or circulated anypermit to be issued or circulated any
literature, illustrationliterature, illustration, , circular orcircular or
statement of any statement of any sort misrepresentinsort misrepresentingg
the terms of any policy issued by anythe terms of any policy issued by any
insurance compainsurance company of the ny of the benefits orbenefits or
advantages promised thereby, or anyadvantages promised thereby, or any
misleading estimate of the dividendsmisleading estimate of the dividends

or share of surplus to be or share of surplus to be receivedreceived
thereon, or shall use any name or thereon, or shall use any name or titletitle
of any policy or of any policy or class of policiesclass of policies
misrepresenmisrepresenting the ting the true naturetrue nature
thereof; nor shall any such companythereof; nor shall any such company
or agent thereof, or any or agent thereof, or any other person,other person,
partnership or corporation make anypartnership or corporation make any

misleading representatiomisleading representation n ororincomplete comparisincomplete comparison of on of policies topolicies to
any person insured in such companyany person insured in such company
for the purpose of inducing or tendingfor the purpose of inducing or tending
to induce such person to lapse, forfeit,to induce such person to lapse, forfeit,
or surrender his said insurance.or surrender his said insurance.

4.4. UnfUnfair cair clailaims sms settettlemlemenentt

CORPORATE GOVENANCECORPORATE GOVENANCE
Means the system by whichMeans the system by which
companies are directed and managed.companies are directed and managed.
It influences how objectives of theIt influences how objectives of the
company are set and achieved, howcompany are set and achieved, how

risk is monitored and risk is monitored and assessed, andassessed, and
how performance is optimized.how performance is optimized.

ANTI-Money Laundering.ANTI-Money Laundering.

LAYERING.LAYERING. Separation of the Separation of the criminalcriminal
proceeds from their source by theproceeds from their source by the
creation of layers of creation of layers of transactiontransactionss
designed to disguise the audit traildesigned to disguise the audit trail
and provide the appearance of and provide the appearance of 
legitimacy.legitimacy.

INSURANCE COMMISSION.INSURANCE COMMISSION.
 The insurance commissioner shall The insurance commissioner shall

have the duty to see that all lawshave the duty to see that all laws
relating to insurance, insurancerelating to insurance, insurance
companies and other insurancecompanies and other insurance
matters, mutal benefit matters, mutal benefit associationassociationss
and trusts for charitable uses areand trusts for charitable uses are
faithfully executed and to perform thefaithfully executed and to perform the
duties imposed upon him by theduties imposed upon him by the
insurance code.insurance code.
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11.. IIssssuue Ce CooAA
2.2. RRevevokoke e CCoAoA
3.3. ImImpopose se pepenanaltltieiess

ec. 414. The ec. 414. The Insurance CommissInsurance Commissionerioner
shall have the duty to see that all lawsshall have the duty to see that all laws
relating to relating to insurancinsurance, insurancee, insurance

companies and other insurancecompanies and other insurancematters, mutual benefit matters, mutual benefit associatioassociations,ns,
and trusts for charitable uses areand trusts for charitable uses are
faithfully executed and to perform thefaithfully executed and to perform the
duties imposed upon him by this Code,duties imposed upon him by this Code,
and shall, notwithstanding anyand shall, notwithstanding any
existing laws to the contrary, haveexisting laws to the contrary, have
sole and exclusive authority tosole and exclusive authority to
regulate the issuance and sale of regulate the issuance and sale of 
variable contracts as defined invariable contracts as defined in
section two hundred thirty-two and tosection two hundred thirty-two and to
provide for the licensing of personsprovide for the licensing of persons
selling such contracts, and to issueselling such contracts, and to issue
such reasonable rules and regulationssuch reasonable rules and regulations

governing the same.governing the same.

 The Commissioner may issue such The Commissioner may issue such
rulings, instructions, circulars, ordersrulings, instructions, circulars, orders
and decision as he may deemand decision as he may deem
necessary to secure the necessary to secure the enforcementenforcement
of the provisions of this Code, subjectof the provisions of this Code, subject
to the approval of the Secretary of to the approval of the Secretary of 
Finance. Except as otherwiseFinance. Except as otherwise
specified, decisions made by thespecified, decisions made by the
CommissiCommissioner shall be oner shall be appealable toappealable to
the Secretary of Finance.the Secretary of Finance.

Sec. 415. In addition to theSec. 415. In addition to the

administraadministrative tive sanctions providedsanctions provided
elsewhere in this Code, elsewhere in this Code, the Insurancethe Insurance
Commissioner is hereby authorized, atCommissioner is hereby authorized, at
his discretion, to impose upon thehis discretion, to impose upon the
insurance companies, their directorsinsurance companies, their directors
and/or officers and/or agents, for anyand/or officers and/or agents, for any
willful failure or refusal to comply with,willful failure or refusal to comply with,
or violation of any provision of thisor violation of any provision of this
Code, or any Code, or any order, instruction,order, instruction,

regulation, or ruling of the regulation, or ruling of the InsuranceInsurance
Commissioner, or any commission orCommissioner, or any commission or
irregularitirregularities, ies, and/or conductingand/or conducting
business in an unsafe or unsoundbusiness in an unsafe or unsound
manner as may be determined by themanner as may be determined by the
Insurance Commissioner, theInsurance Commissioner, the
following:following:

(a) fines not in excess of five(a) fines not in excess of five
hundred pesos a day; andhundred pesos a day; and

(b) suspension, or after due(b) suspension, or after due
hearing, removal of directors and/orhearing, removal of directors and/or
officers and/or agents.officers and/or agents.

Sec. 416. The Sec. 416. The CommissioCommissioner shallner shall
have the power to have the power to adjudicate claimsadjudicate claims
and complaints involving any loss,and complaints involving any loss,
damage or liability for which in insurerdamage or liability for which in insurer
may be answerable under any kind of may be answerable under any kind of 
policy or contract of insurance, or forpolicy or contract of insurance, or for

which such insurer may be liablewhich such insurer may be liable
under a contract of suretyship, or forunder a contract of suretyship, or for
which a reinsurer may be sued underwhich a reinsurer may be sued under
any contract of reinsurance it mayany contract of reinsurance it may
have entered into; or for which ahave entered into; or for which a
mutual benefit association may bemutual benefit association may be
held liable under the membershipheld liable under the membership
certificates it has issued to itscertificates it has issued to its
members, where the amount of anymembers, where the amount of any
such loss, damage or such loss, damage or liability,liability,
excluding interest, cost and attorney'sexcluding interest, cost and attorney's
fees, being claimed or sued upon anyfees, being claimed or sued upon any
kind of insurance, bond, reinsurancekind of insurance, bond, reinsurance
contract, or membership certificatecontract, or membership certificate

does not exceed in any does not exceed in any single claimsingle claim
one hundred thousand pesos.one hundred thousand pesos.

 The insurer or surety may, in the  The insurer or surety may, in the samesame
action file a counterclaim against theaction file a counterclaim against the
insured or the obligee.insured or the obligee.

 The insurer or surety may also file  The insurer or surety may also file aa
cross-claim againscross-claim against a party t a party for anyfor any
claim arising out of the transaction orclaim arising out of the transaction or
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occurrencoccurrence that e that is the subject matteris the subject matter
of the original action or of aof the original action or of a
counterclaim therein.counterclaim therein.

With leave of the With leave of the CommissioCommissioner, anner, an
insurer or surety may file a insurer or surety may file a third-partythird-party
complaint against its reinsurers forcomplaint against its reinsurers for

indemnificaindemnification, tion, contributioncontribution,,subrogatiosubrogation or any n or any other relief, inother relief, in
respect of the transaction that is therespect of the transaction that is the
subject matter of the original actionsubject matter of the original action
filed with the filed with the CommissCommissioner.ioner.

 The party filing an action pursuant to The party filing an action pursuant to
the provisions of this section therebythe provisions of this section thereby
submits his person to the submits his person to the jurisdictiojurisdictionn
of the Commissioner. Theof the Commissioner. The
Commissioner shall acquireCommissioner shall acquire

 jurisdictio jurisdiction over the n over the person of theperson of the
impleaded party or parties inimpleaded party or parties in
accordance with and pursuant to theaccordance with and pursuant to the

provisions of the Rules of Court.provisions of the Rules of Court.

 The authority to adjudicate granted to The authority to adjudicate granted to
the Commissioner under this the Commissioner under this sectionsection
shall be concurrent with that of theshall be concurrent with that of the
civil courts, but the filing of acivil courts, but the filing of a
complaint with the Commissioner shallcomplaint with the Commissioner shall
preclude the civil courts from takingpreclude the civil courts from taking
cognizance of a suit involving thecognizance of a suit involving the
same subject matter.same subject matter.
Any decision, order or Any decision, order or ruling renderedruling rendered
by the Commissioner after a hearingby the Commissioner after a hearing
shall have the force and effect of ashall have the force and effect of a

 judgment. Any party may appeal from judgment. Any party may appeal from

a final order, ruling or decision of thea final order, ruling or decision of the
CommissiCommissioner by oner by filing with thefiling with the
Commissioner within thirty days fromCommissioner within thirty days from
receipt of copy of such order, ruling orreceipt of copy of such order, ruling or
decision a notice of appeal to decision a notice of appeal to thethe
Intermediate Appellate Court in theIntermediate Appellate Court in the
manner provided for in the Rules of manner provided for in the Rules of 
Court for appeals from the RegionalCourt for appeals from the Regional

 Trial Court to the Intermediate Trial Court to the Intermediate

Appellate Court. (As amended byAppellate Court. (As amended by
Batas Pambansa Blg. 874).Batas Pambansa Blg. 874).

As soon as a As soon as a decision, order or rulingdecision, order or ruling
has become final and executory, thehas become final and executory, the
Commissioner shall motu proprio or onCommissioner shall motu proprio or on
motion of the interested party, issue amotion of the interested party, issue a

writ of execution writ of execution requiring the sheriff requiring the sheriff or the proper officer to whom it isor the proper officer to whom it is
directed to execute directed to execute said decision,said decision,
order or award, pursuant to Ruleorder or award, pursuant to Rule
thirty-nine of the Rules of Court.thirty-nine of the Rules of Court.
For the purpose of any For the purpose of any proceedingproceeding
under this section, the Commissioner,under this section, the Commissioner,
or any officer thereof designated byor any officer thereof designated by
him, empowered to administer oathshim, empowered to administer oaths
and affirmation, subpoena and affirmation, subpoena witnesses,witnesses,
compel their attendance, takecompel their attendance, take
evidence, and require the evidence, and require the productionproduction
of any books, papers, documents, orof any books, papers, documents, or
contracts or other records which arecontracts or other records which are

relevant or material to the inquiry. Inrelevant or material to the inquiry. In
case of contumacy by, or refusal tocase of contumacy by, or refusal to
obey a subpoena issued to anyobey a subpoena issued to any
person, the Commissioner may invokeperson, the Commissioner may invoke
the aid of any the aid of any court of first instancecourt of first instance
within the jurisdiction of which within the jurisdiction of which suchsuch
proceeding is carried on, where proceeding is carried on, where suchsuch
person resides or carries on his ownperson resides or carries on his own
business, in requiring the business, in requiring the attendanceattendance
and testimony of witnesses and theand testimony of witnesses and the
production of books, papers,production of books, papers,
documents, contracts or other documents, contracts or other records.records.
And such court may issue an orderAnd such court may issue an order
requiring such person to appearrequiring such person to appear

before the Commissioner, or officerbefore the Commissioner, or officer
designated by the designated by the CommissCommissioner,ioner,
there to produce records, if so orderedthere to produce records, if so ordered
or to give or to give testimony touching thetestimony touching the
matter in question. Any failure to obeymatter in question. Any failure to obey
such order of the court may besuch order of the court may be
published by such court as a contemptpublished by such court as a contempt
thereof.thereof.
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A full and complete record shall beA full and complete record shall be
kept of all proceedings had before thekept of all proceedings had before the
commisscommissioner, or the ioner, or the officers thereof officers thereof 
designated by him, and all testimonydesignated by him, and all testimony
shall be taken down and transcribedshall be taken down and transcribed
by a stenographer appointed by theby a stenographer appointed by the
Commissioner.Commissioner.

A transcribed copy of the evidenceA transcribed copy of the evidence
and proceeding, or any specific partand proceeding, or any specific part
thereof, of any hearing taken by athereof, of any hearing taken by a
stenographer appointed by thestenographer appointed by the
CommissiCommissioner, being oner, being certified by suchcertified by such
stenographer to be a true and stenographer to be a true and correctcorrect
transcriptranscript of t of the testimony on thisthe testimony on this
hearing of a particular witness, or of ahearing of a particular witness, or of a
specific proof thereof, carefullyspecific proof thereof, carefully
compared by him from his originalcompared by him from his original
notes, and to be notes, and to be a correct statementa correct statement
of evidence and proceeding had inof evidence and proceeding had in
such hearing so purporting to be takensuch hearing so purporting to be taken

and subscribed, may be received asand subscribed, may be received as
evidence by the Commissioner and byevidence by the Commissioner and by
any court with the same effect as if any court with the same effect as if 
such stenographer were present andsuch stenographer were present and
testified to the facts so testified to the facts so certified. (Ascertified. (As
amended by Presidential Decree No.amended by Presidential Decree No.
1455).1455).

QuasijudiciaQuasijudicial function of l function of thethe
Insurance Insurance commissionecommissionerr. Limited to. Limited to
claims not exceeding 100,000 php.claims not exceeding 100,000 php.
Hence it does not cover theHence it does not cover the
relationship affecting the relationship affecting the insuranceinsurance
company, its agents, but is its limitedcompany, its agents, but is its limited

to claims filed by the to claims filed by the insured againstinsured against
the insurance company.the insurance company.
Phil American Life IPhil American Life Insurancensurance
Company v. Ansaldo.Company v. Ansaldo.

Procedure.Procedure. The rules that apply in The rules that apply in
administraadministrative proceedings before tive proceedings before thethe
insurance commission are. Shall beinsurance commission are. Shall be
summary in nature, not necessarilysummary in nature, not necessarily

adhering to technical rules of adhering to technical rules of evidenceevidence
obtaining in the courts of law. Rules of obtaining in the courts of law. Rules of 
Court suppletorily when applicable.Court suppletorily when applicable.

Rules of civil Rules of civil procedure. Decisions of procedure. Decisions of 
the insurance the insurance commisscommission, appealableion, appealable
to CA within 15 days from receipt of to CA within 15 days from receipt of 

decision.decision.

Decision or interpretation of theDecision or interpretation of the
Insurance CommissionerInsurance Commissioner, , are entitledare entitled
great respect (Admin Law). Since he isgreat respect (Admin Law). Since he is
the head of specialized body.the head of specialized body.
Multifarious ekek.Multifarious ekek.
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