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Begun and held in Metro Manila, on Monday, the twenty-third 
day of July, two thousand twelve. 

[REPUBLIC ACT N0·1 0607 ] 

AN ACT STRENGTHENING THE INSURANCE INDUSTRY, 
FURTHER AMENDING PRESIDENTIAL DECREE 
NO. 612, OTHERWISE KNOWN AS "THE INSURANCE 
CODE", AS AMENDED BY PRESIDENTIAL DECREE 
NOS. 1141, 1280, 1455, 1460, 1814AND 1981, AND BATAS 
P AMBANSA BLG. 874, AND FOR OTHER PURPOSES 

Be it enacted by the Senate. and House of Representatives of the 
Philippines in Congress assembled: 

SECTION 1. Presidential Decree No. 612, as amended, is 
hereby further amended to read as follows: 

"GENERAL PROVISIONS 

"SECTION 1. This Decree shall be known as 
'The Insurance Code'. 
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"SEC. 2. Whenever· used in this Code, the 
following terms shall have the respective meanings 
hereinafter set forth or indicated, unless the context 
otherwise requires: 

"(a) A contract of insurance is an agreement 
whereby one undertakes for a consideration to 
indemnify another against loss, damage or liability 
arising from an unknown or contingent event. 

"A contract of suretyship shall be deemed to be 
an insurance contract, within the meaning of this 
Code, only ifmade by a surety who or which, as such, 
is doing an insurance business as hereinafter 
provided. 

"(b) The term doing an insurance business or 
transacting an insurance business, within the 
meaning of this Code, shall include: 

"(I) Making or proposing to make, as insurer, 
any insurance contract; 

"(2) Making or proposing to make, as sUl'ety, 
any contract of suretyship as a vocation and not as 
merely incidental to any other legitimate business or 
activity of the surety; 

"(3) Doing any kind of business, including a 
reinsurance business, specifically recognized as 
constituting the doing of an insurance business within 
the meaning of this Code; 

"(4) Doing or proposing to do any business in 
substance equivalent to any of the foregoing in a 
manner designed to evade the provisions of this Code. 

"In the application of the provisions of this Code, 
the fact that no profit is derived from the making of 
insUl'ance contracts, agreements or transactions· or 
that no separate or direct consideration is received 
therefor, shall not be deemed conclusive to show that 
the making· thereof does not constitute the doing or 
transacting of an insurance business. 
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"(c) As used in this Code, the term 
Commissioner means the Insurance Commissioner. 

"CHAPTER I 

"THE CONTRACT OF INSUR~CE 

"TITLE 1 

"WHAT MAyBE INSURED 

"SEC. 3. Any contingent or unknown event, 
whether past or future, which may damnifY a person 
having an insurable interest, or create a liability 
against him, may be insured against, subject to the 
provisions ofthis chapter. 

"The consent of the spouse is not necessary for 
the validity of an insurance policy taken out by a 
married person on his or her life or that of his or her 
children. 

"All rights, title and interest in the policy of 
insurance taken out by an original owner on the life 
or health of the person insured shall automatically 
vest in the latter upon the death of the original owner, 
unless otherwise provided for in the policy. 

"SEC. 4. The preceding section does not 
authorize an insurance for or against the drawing of 
any lottery, or for or agamst any chance or ticket in 
a lottery drawing a prize. 

"SEC. 5. All kinds of insurance are subject to 
the provisions of this chapter so far as the provisions 
can apply. 

"TITLE 2 

"P ARTIES TO THE CONTRACT 

"SEC. 6. Every corporation, partnership, or 
association, duly authorized to transact insurance 
business as elsewhere provided in this Code, may be 
an insurer. 
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"SEC. 7. Anyone except a public enemy may 
be insured. 

"SEC. 8. Unless the policy otherwise provides, 
where a mortgagor of property effects insurance in 
his own name providing that the loss shall be payable 
to the mortgagee, or assigns a policy of insurance to 
a mortgagee, the insurance is deemed to be upon the 
interest of the mortgagor, who does not cease to be a 
party to the original contract, and any act of his, 
prior'to the loss, which would otherwise avoid the 
insurance, will have the same effect, although the 
property is in the hands of the mortgagee, but any 
act which, under the contract of insurance, is to be 
performed by the mortgagor, may be performed by 
the mortgagee therein named, with the same effect 
as if it had been performed by the mortgagor. 

"SEC. 9. If an insurer assents to the transfer 
of an insurance from a mortgagor to a mortgagee, 
and, at the time of his assent, imposes further 
obligations on the assignee, making a new contract 
with him, the acts of the mortgagor cannot affect the 
rights of said assignee. 

"TITLE 3 

"INSURABLE INTEREST 

"SEC. 10. Every person has an insurable 
interest in the life and health: 

"(a) Of himself, of his spouse and of his 
children; 

"(b) Of any person on whom he depends wholly 
or in part for education or support, or in whom he 
has a pecuniary interest; 

II (c) Of any person under a legal obligation to 
him for the payment of money, or respecting property 
or services, of which death or illness might delay or 
prevent the performance; and 

"(d) Of any person upon whose life any estate 
or interest vested in him depends. 
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"SEG. 11. The insured shall have the right to 
change the beneficiary he designated in the policy, 
unless he has expressly waived this right in said 
policy. Notwithstanding the foregoing, in the event 
the insured does not change the beneficiary during 
his lifetime, the designation shall be deemed 
irrevocable. 

"SEC. 12. The interest of a beneficiary in a life 
insurance policy shall be forfeited when the 
beneficiary is the principal, accomplice, or accessory 
in willfully bringing about the death of the insured, 
In such a case, the share forfeited shall pass on to the 
other beneficiaries, unless otherwise disqualified. In 
the absence of other beneficiaries, the proceeds shall 
be paid in accordance with the policy contract. If the 
policy contract is silent, the proceeds shall be paid to 
the estate of the insured. 

"SEC. 13. Every interest in property, whether 
real or personal, or any relation thereto, or liability 
in respect thereof, of such nature that a contemplated 
peril might directly damnify the insured, is an 
insurable interest. 

"SEC. 14. An insurable interest in property 
may consist in: 

"(a) An existing interest; 

II (b) An inchoate interest founded on an 
existing interest; or 

II (c) An expectancy, coupled with an existing 
interest in that out of which the expectancy arises. 

"SEC. 15. A carrier or depository of any kind 
has an insurable interest in a thing held by him as 
such, to the extent of his liability but not to exceed 
the value thereof. 

"SEC. 16. A mere contingent or expectant 
interest in any thing, not founded on an actual right 
to the thing, nor upon any valid contract for it, is not 
insurable. 
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"SEC. 17. The measure of an insurable 
interest in property is the extent to which the insured 
might be damnified by loss or injury there.of. 

"SEC. 18. No contract or policy of insurance 
on property shall be enforceable except for the benefit 
of some person having an insurable interest in the 
property insured. 

"SEC. 19. An interest in property insured 
must exist when the insurance takes effect, and when 
the loss occurs, but need not exist in the meantime; 
and interest in the life or health of a person insured 
must exist when the insurance takes effect, but need 
not exist thereafter or when the loss occurs. 

"SEC. 20. Except in the cases specified in the 
next four sections, and in the cases of life, accident, 
and health insurance, a change of interest in any 
part of a thing insured unaccompanied by a 
corresponding chang'e of interest in the insurance, 
suspends the insUl'ance to an equivalent extent, until 
the interest in the thing and the interest in the 
insurance are vested in the same person. 

"SEC. 21. A change of interest in a thing 
insured, after the occurrence of an injury which 
resultsin a loss, does not affect the right ofthe insured 
to indemnity for the loss. 

"SEC. 22. A change ofinterest in one or more 
of several distinct things, sep arately insured by one 
policy, does not avoid the insurance as to the others. 

"SEC. 23. A change of interest, by will or 
succession, on the death of the insured, does not avoid 
an insurance; and his interest in the insurance passes 
to the person taking his interest in the thing insUl'ed. 

"SEC. 24. A transfer of interest by one of 
several partners, joint owners, or owners in common, 
who are jointly insUl'ed, to the others, does not avoid 
an insurance even though it has been agreed that 
the insUl'ance shall cease upon an alienation of the 
thing insured. 

"SEC. 25. Every stipulation in a policy of 
insurance for the payment ofloss whether the person 
insured has or has not any interest in the property 
insured, or that the policy shall be received as proof 
of such interest, and every policy executed by way of 
gaming or wagering, is void. 

"TITLE 4 

"CONCEALMENT 

"SEC. 26. A neglect to communicate that 
which a party knows and ought to communicate, is 
called a concealment. 

"SEC. 27. A concealment whether intentional 
or unintentional entitles the injured party to rescind 
a contract ofinsurance. 

"SEC. 28. Each party to a contract of insurance 
must comm unicate to the other, in good faith, allfacts 
within his knowledge which are material to the 
contract and as to which he makes no warranty, and 
which the other has not the means of ascertaining. 

"SEC. 29. An intentional and fraudulent 
omission, on the part of one insured, to comm unicate 
information of matters proving or tending to prove the 
falsity of a warranty, entitles the insurer to rescind. 

"SEC. 30. Neither party to a contract of 
insurance is bound to communicate information of 
the matters following, except in answer to the 
inquiries of the other: 

H(a) Those which the other knows; 

H(b) Those which, in the exercise of ordinary 
care, the other ought to know, and of which the former 
has no reason to suppose him ignorant; 

"(c) Those of which the other waIves 

comm unica tion; 

"(d) Those which prove or tend to prove the 
existence of a risk excluded by a warranty, and which 
are not otherwise material; and 
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"(e) Those which relate to a risk excepted from 
the policy and which are not otherwise material. 

"SEC. 31. Materiality is to be determined not 
by the event, but solely by the probable and reasonable 
influence of the facts upon the party to whom the 
communication is due, in forming his estimate of the 
disadvantages of the proposed contract, or in making 
his inquiries. 

"SEC. 32. Each party to a contract of 
insurance is bound to know all the general causes 
which are open to his inquiry, equally with that of 
the other, and which may affect the political or 
material perils contemplated; and all general usages 
oftrade. 

"SEC. 33. The right to imormation of material 
facts may be waived, either by the terms of insurance 
or by neglect to make inquiry as to such facts, where 

they are distinctly implied in other facts of which 
information is communicated. 

"SEC. 34. Information of the nature or amount 
of the interest of one insured need not be 
comm unicated unless in answer to an inquiry, except 
as prescribed by Section 51. 

"SEC. 35. Neither party to a contract of 
insurance is bound to communicate, even upon 
inquiry, information of his own judgment upon the 
matters in question. 

"TITLE 5 

"REPRESENTATION 

"SEC. 36. A representation may be oral or 
written. 

"SEC. 37. A representation may be made at 
the time of, or before, issuance of the policy. 

"SEC. 38. The language of a representation is 
to be interpreted by the same rules as the language 
of contracts in general. 

9 

"SEC. 39. A representation as to the future is 
to be deemed a promise, unless it appears that it was 
merely a statement of belief or expectation. 

"SEC. 40. A representation cannot qualify an 
express provision in a contract of lnsurance, but it 
may qualify an implied warranty. 

"SEC. 41. A representation may be altered or 
withdrawn before the insurance is effected, but not 
afterwards. 

"SEC. 42. A representation must be presumed 
to refer to the date on which the contract goes into effect. 

"SEC. 43. When a person insured has no 
personal knowledge of a fact, he may nevertheless 
repeat information which he has upon the subject, 
and which he believes to be true, with the explanation 
that he does so on the information of others; or he 
may submit the ini"ormation, in its whole extent, to 
the insurer; and in neither case is he responsible for 
its truth, unless it proceeds from an agent of the 
insured, whose duty it is to give the information. 

"SEC. 44. A representation is to be deemed 
false when the facts fail to correspond with its 
assertions or stipulations. 

"SEC. 45. If a representation is false in a 
material point, whether affirmative or promissory, 
the injured party is entitled to rescind the contract 
from the time when the representation becomes false. 

"SEC. 46. The materiality of a representation 
is determined by the same rules as the materiality of 
a concealment. 

"SEC. 47. The provisions of this chapter apply 
as well to a modification of a contract of insurance as 
to its original formation. 

"SEC. 48. Whenever a right to rescind a contract 
of insurance is given to the insurer by any provision of 
tbis chapter, such right must be exercised previous to 
the commencement of an action on the contract. 
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"After a policy of life insurance made payable 
on the death of the insured shall have been in force 
during the lifetime of the insured for a period of two 
(2) years from the date of its issue or of its last 
reinstatement, the insurer cannot prove that the policy 
is void ab initio or is rescindable by reason of the 
fraudulent concealment or misrepresentation of the 
insured or his agent. 

"TITLE 6 

"THE POLICY 

"SEC. 49. The written instrument in which a 
contract of insurance is set forth, is called a policy of 
Insurance. 

"SEC. 50. The policy shall be in printed form 
which may contain blank spaces; and any word, 
phrase, clause, mark, sign, symbol, signature, 
number, or word necessary to complete the contract 
of insurance shall be written on the blank spaces 
provided therein. 

"Any rider, clause, warranty or endorsement 
purporting to be part of the contract of insurance and 
which is pasted or attached to said policy is not 
binding on the insured, unless the descriptive title or 
name of the rider, clause, warranty or endorsement 
is also mentioned and written on the blank spaces 
provided in the policy. 

"Unless applied for by the insured or owner, 
any rider, clause, warranty or endorsement issued 
after the original policy shall be countersigned by the 
insured or owner, which countersignature shall be 
taken as his agreement to the contents of such rider, 
clause, warranty or endorsement. 

"Notwithstanding the foregoing, the policy may 
be in electronic form subject to the pertinent 
provisions of Republic Act No. 8792, otherwise known 
as the 'Electronic Commerce Act' and to such rules 
and regulations as m.ay be prescribed by the 
Commissioner. 
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"SEC. 51. A policy of insurance must specify: 

II (a) The parties between whom the contract 
is made; 

"(b) The amount to be insured except in the 
cases of open or running policies; 

"(c) The premium, or if the insurance is of a 
character where the exact premium is only 
determinable upon the termination of the contract, a 
statement of the basis and rates upon which the final 
premium is to be determined; 

"(d) The property or life insured; 

"(e) The interest of the insured in property 
insured, ifhe is not the absolute owner thereof; 

"(f) The risks insured against; and 

"(g) The period during which the insurance is 
to continue. 

"SEC. 52. Cover notes may be issued to bind 
insurance temporarily pending the issuance of the 
policy. Within sixty (60) days after issue of a cover 
note, a policy shall be issued in lieu thereof, including 
within its terms the identical insurance bound under 
the cover note and the premium therefor. 

"Cover notes may be extended or renewed 
beyond such sixty (60) days with the written approval 
of the Commissioner if he determines that such 
extension is not contrary to and is not for the purpose 
of violating any provisions of this Code. The 
Commissioner may promulgate rules and regulations 
governing such extensions for the purpose of 
preventing such violations and may by such rules 
and regulations dispense with the requirement of 
written approval by him in the case of extension in 
compliance with such rules and regulations. 

"SEC. 53. The insurance proceeds shall be 
applied exclusively to the proper interest of the person 
in whose name or for whose benefit it is made unless 
otherwise specified in the policy. 
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"SEC. 54.. When an insurance contract is 
executed with an agent or trustee as the insured, the 
fact that his principal or beneficiary is the real party in 
interest may be indicated by describing the insured as 
agent or trustee, or by other general words in the policy. 

"SEC. 55. 'I'o render an insurance effected by 
one partner or part-owner, applicable to the interest 
of his co-partners or other part.-owners, it is necessary 
that the terms of the policy should be such as are 
applicable to the joint or common interest. 

"SEC. 56. When the description of the insured 
in a policy is so general that it may comprehend any 
person or any class of persons, only he who can show 
that it was intended to include him, can claim the 
benefit of the policy. 

"SEC. 57. A policy may be so framed that it 
will inure to the benefit of whomsoever, during the 
continuance of the risk, may become the owner of the 
interest insured. 

"SEC. 58. The mere transfer of a thing insured 
does not transfer the policy, but suspends it until the 
same person becomes the owner of both the policy 
and the thing insured. 

"SEC. 59. A policy is either open, valued or 
runmng. 

"SEC. 60. An open policy is one in which the 
value of the thing insured is not agreed upon, and 
the amount of the insurance merely represents the 
insurer's maximum liability. The value of such thing 
insured shall be ascertained at the time of the loss. 

"SEc.61. A valued policy is one which 
expresses on its face an agreement that the thing 
insured shall be valued at a specific sum.' 

"SEC. 62. A running policy is one which 
contemplates successive insurances, and which 
provides that the object of the policy may be from 
time to time defined, especially as to the subjects of 
insurance, by additional statements or indorsements. 
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"SEC. 63. A condition, stipulation, or 
agreement in any policy of insurance, limiting the 
time for commencing an action thereunder to a period 
of less than one (1) year from the time when the cause 
of action accrues, is void. 

"SEC. 64. No policy of insurance other than 
life shall be cancelled by the insurer except upon prior 
notice thereof to the insured, and no notice of 
cancellation shall be effective unless it is based on 
the occurrence, after the effective date of the policy, 
of one or more of the following: 

"(a) Nonpayment of premium; 

" (b) Conviction of a crime arising out of acts 
increasing the hazard insured against; 

"CC) Discovery of fraud or material 
misrepresentation; 

" Cd) Discovery of willful or reckless acts or 
omissions increasing the hazard insured against; 

II (e) Physical changes in the property insured 
which result in the property becoming uninsurable; 

"(f) Discovery of other insurance coverage that 
makes the total insurance in excess of the value of 
the property insured; or 

II (g) A determination by the Commissioner that 
the continuation of the policy would violate or would 
place the insurer in violation of this Code. 

"SEC. 65. All notices of cancellation 
mentioned in the preceding section shall be in 
writing, mailed or delivered to the named insured 
at the address shown in the policy, or to his broker 
provided the broker is authorized in writing by the 

policy owner to receive the notice of cancellation on 

his behalf, and shall state: 

"(a) Which of the grounds set forth in Section 
64 is relied upon; and 
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"(1) That, upon written request of the named 
insured, the insurer will furnish the facts on which 
the cancellation is based. 

"SEC. 66. In case of insurance other than life, 
unless the insurer at least forty-five (45) days in 
advance of the end of the policy period mails or delivers 
to the named insured at the address shown in the 
policy notice of its intention not to renew the policy 
or to condition its renewal uponreduction of limits or 
elimination of coverages, the named insured shall be 
entitled to renew the policy upon payment of the 
premium due on the effective date of the renewal. 
Any policy written for a term ofless than one (1) year 
shall be considered as if written for a term of one (1) 
year. Any policy written for a t.erm longer than one 
(1) year or any policy with no fixed expiration date 
shall be considered as if written for successive policy 
periods or terms of one (1) year. 

'''rITLE 7 

"WARRANTIES 

"SEC. 67. A warranty is either expressed or 
implied. 

"SEC. 68. A warranty may relate to the past, 
the present, the future, or to any or all ofthese. 

HSEC. 69. No particular form of words IS 

necessary to create a warranty. 

"SEC. 70. Without prejudice to Section 51, 
every express warranty, made at or before the 
execution of a policy, must be contained in the policy 
itself, or in another instrument signed by the insured 
and referred to in the policy as making· a part of it. 

"SEC. 71. A statement in a policy, of a matter 
relating to the person or thing insured, or to the risk, 
as fact, is an express warranty thereof. 

"SEC. 72. A statement in a policy, which 
imparts that it is intended to do or not to do a thing 
which materially affects the risk, is a warranty that 
such act or omission shall take place. 

j 

i 
I 

15 

"SEC. 73. When, before the time arrives for 
the performance of a warranty relating to the future, 
a loss insured against happens, or performance 
becomes unlawful at the place of the contract, or 
impossible, the omission to fulfill the warranty does 
not avoid the policy. 

"SEC. 74. The violation of a material warranty, 
or other material provision of a policy, on the part of 
either party thereto, entitles the other to rescind. 

"SEC. 75. A policy may declare that a violation 
of specified provisions thereof shall avoid it, otherwise 
the breach of an immaterial provision does not avoid 
the policy. 

"SEC. 76. A breach of warranty without fraud 
merely exonerates an insurer from the time that it 
occurs, or where it is broken in its inception, prevents 
the policy from attaching to the risk. 

"TITLE 8 

"PREMIUM 

"SEC. 77. An insurer is entitled to payment of 
the premium as soon as the thing insured is exposed 
to the peril insured against. Notwithstanding any 
agreement to the contrary, no policy or contract of 
insurance issued by an insurance company is valid 
and binding unless and until the premium thereof 
has been paid, except in the case of a life or an 
industrial life policy whenever the grace period 
provision applies, or whenever under the broker and 
agency agreements with duly licensed intermediaries, 
a ninety (90)-day credit extension is given. No credit 
extension to a duly licensed intermediary should 
exceed ninety (90) days from date of issuance ofthe 
policy. 

"SEC. 78. Employees of the Republic of the 
Philippines, including its political subdivisions and 
instrumentalities, and government-owned or 
-controlled corporations, may pay their insUl"ance 
premiums and loan obligations through salary 
deduction: Provided, That the treasurer, cashier, 
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paymaster or official of the entity employing the 
government employee is authorized, notwithstanding 
the provisions pf any existing law, rules and 
regulations to the cOntrary, to make deductions from 
the salary, wage or income ofthe latter pursuant to 
the agreement between the insurer and the 
government employee and to remit such deductions 
to the insurer concerned, and collect such reasonable 
fee for its services. 

"SEC. 79. An acknowledgment in a policy or 
contract of insurance or the receipt of premium is 
conclusive evidence of its payment, so far as to make 
the policy binding, notwithstanding any stipulation 
therein that it shall not be binding until the premium 
is actually paid. 

"SEC. 80. A person insured is entitled to a 
return of premium, as follows: 

II (a) To the whole premium if no part of his 
interest in the thing insured be exposed to any of the 
perils insmed against; 

"(b) Where the insurance is made for a definite 
period of time and the insured surrenders his policy, 
to such portion of the premium as corresponds with 
the unexpiTed time, at a pro rata rate, unless a short 
period rate has been agreed upon and appears on the 
face of the policy, after deducting from the whole 
premium any claim for loss or damage under the 
policy which has previously accrued: Provided, That 
no holder of a life insurance policy may avail himself 
of the privileges of this paragraph without sufficient 
ca use as otherwise provided by law. 

"SEC. 81. If a peril insured against has existed, 
and the insurer has been liable for any period, however 
short, the insured is not entitled to retUTn of premiums, 
so far as that particular risk is concerned. 

"SEC. 82. A person insured is entitled to a 
return ofthe premium when the contract is voidable, 
and subsequently annulled under the provisions of 
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the Civil Code; or on account of the fraud or 
misrepresentation of the insurer, or of his agent, or 
on account of facts, or the existence of which the 
insured was ignorant of without his fault; or when 
by any default of the insured other than actual fra ud, 
the insurer never incurred any liability under the 
policy. 

"A person insured is not entitled to a return of 
premium if the policy is annulled, rescinded or if a 
claim is denied by reason of fraud. 

"SEC. 83. In case of an over insurance by 
several insurers other than life, the insured is entitled 
to a ratable retuTn of the premium, proportioned to 
the amount by which the aggregate sum insured in 
all the policies exceeds the insurable value of the thing 
at risk. 

"SEC. 84. An insurer may contract and accept 

payments, in addition to regular premium, for the 

purpose of paying future premiums on the policy or 

to increase the benefits thereof. 

"TITLE 9 

"Loss 

"SEC. 85. An agreement not to transfer the 
claim of the insured against the insurer after the 
loss has happened, is void if made before the loss except 
as otherwise provided in the case of life insurance. 

"SEC. 86. Unless otherwise provided by the 
policy, an insurer is liable for a loss of which a peril 
insured against was the proximate cause, although a 
peril not contemplated by the contract may have been a 
remote cause of the loss; but he is not liable for a loss of 
which the peril insured against was only a remote cause. 

"SEC. 87. An insurer is liable where the thing 
insured is rescued from a peril insured against that 
would otherwise have caused a loss, if, in the course 
of such rescue, the thing is exposed to a peril not 
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insured against, which permanently deprives the 
insured of its possess-ion, in whole or in part; or where 
a loss is caused by efforts to rescue the thing insured 
from a peril insured against. 

"SEC. 88. Where a peril is especially excepted 
in a contract of insurance, a loss, which would not 
have occurred but for such peril, is thereby excepted 
although the immediate cause ofthe loss was a peril 
which was not excepted. 

"SEC. 89. An insurer is not liable for a loss 
caused by the willful act or through the connivance 
of the insured; but he is not exonerat.ed by the 
negligence ofthe insured, or of the insurance agents 
or others. 

"TITLE 10 

"NOTICE OF Loss 

"SEC. 90. In case ofloss upon an insurance 
against fire, an insurer is exonerated, if written notice 
thereof be not given to him by an insured, or some 
person entitled to the benefitofthe insurance, without 
unnecessary delay. For other non-life insurance, the 
Commissioner may specify the period for the 
submission of the notice ofloss. 

"SEC. 91. When a preliminary proof of loss is 
required by a policy, the insured is not bound to give 
such proof as would be necessary in a court of justice; 
but it is sufficient for him to give the best evidence 
which he has in his power at the time. 

"SEC. 92. ~AJI. defects in a notice of loss, or in 
preliminary proof thereof, which the insured might 
remedy, and which the insurer omits to specify to 
him, without unnecessary delay, as grounds of 
objection, are waived. 

"SEC. 93. Delay in the presentation to an 
insurer of notice or proof ofloss is waived if caused by 
any act of him, or nhe omits to take objection promptly 
and specifically upon that ground. 
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"SEC. 94. If the policy requires, by way of 
preliminary proof ofloss, the certificate or testimony 
of a person other than the insured, it is sufficient for 
the insured to use reasonable diligence to procure it, 
and in case of the refusal of such person to give it, 
then to furnish reasonable evidence to the insurer 
that such refusal was not induced by any just grounds 
of disbelief in the facts necessary to be certified or 
testified. 

"TITLE 11 

"DOUBLE INSURANCE 

"SEC. 95. A double insurance exists where the 
same person is insured by several insurers separately 
in respect to the same subject and interest. 

"SEC. 96. Where the insured in a policy other 
than life is overinsured by double insurance: 

"(a) The insured, unless the policy otherwise 
provides, may claim payment from the insurers in 
such order as he may select, up to the amount for 
which the insurers are severally liable under their 
respective contracts; 

"(b) Where the policy under which the insured 
claims is a valued policy, any sum received by him 
under any other policy shall be deducted from the 
value of the policy without regard to the actual value 
ofthe subject matter insured; 

"(c) Where the policy under which the insured 
claims is an unvalued policy, any sum received by 
him under any policy shall be deducted against the 
full insurable value, for any sum received by him 
under any policy; 

"(d) Where the insured receives any sum in 
excess of the valuation in the case of valued policies, 
or of the insurable value in the case of unvalued 
,policies, he must hold such sum in trust for the 
insurers, according to their right of contribution 
among themselves; 
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II (e) Each insurer is bound, as between himself 
and the other insurers, to contribute ratably to the 
loss in proportion to the amount for which he is liable 
under his contract. 

"TITLE 12 

"REINSURANCE 

11 SEC. 97. A contract of reinsurance is one by 
which an insurer procures a third person to insure 
him against loss or liability by reason of such original 
insurance. 

... 
"SEC. 98. Where an ll1surer obtains 

reinsurance, except under automatic reinsurance 
treaties, he must communicate all the representations 
of the original insured, and also all the know ledge 
and information he possesses, whether previously or 
subsequently acqui.red, which are material to the risk. 

"SEC. 99. A reinsurance is presumed to be a 
contract of indemnity against liability, and not merely 
against damage. 

"SEC. 100. The original insured has no 
interest in a contract of reinsurance. 

"CHAPTER II 

"CLASSES OF INSURANCE 

"TITLE I 

"MARINE INSURANCE 

"SUB-TITLE I-A 

"DEFINITION 

"SEC. 101. Marine Insurance includes: 

"(a) Insurance against loss of or damage to: 

"(1) Vessels, craft, aircraft, vehicles, goods, 
freights, cargoes, merchandise, effects,· 
disbursements, profits, moneys, securi.ties, choses in 
action, instruments of debts, valuable papers, 
bottomry, and respondentia interests and all other 
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kinds of property and interests therein, in respect to, 
appertaining to or in connection with any and all risks 
or perils of navigation, transit or transportation, or 
while being assembled, packed, crated, baled, 
compressed or similarly prepared for shipment or 
while awaiting shipment, or during any delays, 
storage, transhipment, or reshipment mcident 
thereto, including war risks, marine builder's risks, 
and all personal property floater risks; 

"(2) Person or property in connection with or 
appertaining to a marine, inland marine, transit or 
transportation insurance, including liability for loss 
of or damage arising out of or in connection with the 
construction, repair, operation, maintenance or use 
of the subject matter of such insurance (but not 
including life insurance or surety bonds nor insurance 
against loss by reason of bodily injury to any person 
arising out of ownership, maintenance, or use of 
automobiles); 

"(3) Precious stones, jewels, jewelry, precious 
metals, whether in course of transportation or 
otherwise; and 

"(4) Bridges, tunnels and other instrumentalities 
of transportation and communication (excluding 
builclings, their furniture and furnishings, fixed contents 
and supplies held in storage); piers, wharves, docks and 
slips, and other aids to navigation and transportation, 
including dry docks and marine railways, dams and 
appurtenant facilities for the control of waterways. 

II (b) Marine protection and indemnity 
insurance, meaning insurance against, or ag·ainst 
legal liability of the insured for loss, damage, or 
eJ...--pense incident to ownership, operation, chartering, 
maintenance, use, repair, or construction of any 
vessel, craft or instrumentality in use of ocean or 
inland waterways, including liability of the insured 
for personal injury, illness or death or for loss of or 
damage to the property of another person. 
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"SUB-TITLE 1-B 

"INSURABLE INTEREST 

"SEC. 102. The owner of a ship has in all cases 
an insurable interest in it, even when it has been 
chartered by one who covenants to pay him its value 
in case of loss: Provided, That in this case the 
insurer shall be liablefor only that part of the loss 
which the insured cannot recover from the 
charterer. 

"SEC. 103. The insurable interest of the owner 
of the ship hypothecated by bottomry is only the excess 
of its value over the amount secured by bottomry. 

"SEC. 104. Freightage, in the sense of a policy 
of marine insurance, signifies all the benefits derived 
by the owner, either from the chartering of the ship 
or its employment for the carriage of his own goods 
or those of others. 

"SEC. 105. The owner of a ship has an 
insurable interest in expected freightage which 
according to the ordinary and probable course of things 
he would have earned but for the intervention of a 
peril insured against or other peril incident to the 
voyage. 

"SBC. 106. The interest mentioned in the last 
section exists, in case of a charter party , when the 
ship has broken ground on the chartered voyage. If 
a plice is to be paid for the carriage of goods it exists 
when they are actually on board, or there is some 
contract for putting them on board, and both ship 
and goods are ready for the specified voyage. 

"SEC. 107. One who has an interest in the 
thing from which profits are expected to proceed has 
an insurable interest in the profits. 

"SEC. 108. The charterer of a ship has an 
insurable interest in it, to the extent that he is liable 
to be damnified by its loss. 
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"SuB-TITLE 1-C 

"CONCEALMENT 

"SEC. 109. In marine insurance, each party is 
bound to communicate, in addition to what is required 
hy Section 28, all the information which he possesses, 
material to the risk, except such as is mentioned in 
Section 30, and to state the exact and whole truth in 
relation to all matters that he represents, or upon inquiry 
discloses or assumes to disclose. 

"SEC. 1l0. In marine insurance, information 
of the belief or expectation of a third person, in 
reference to a material fact, is material. 

"SEC. Ill. A person insured by a contract of 
marine insurance is presumed to have knowledge, at 
the time of insuring, of a prior loss, if the information 
might possibly have reached him in the usual mode of 
transmission and at the usual rate of communication. 

"SEC. 112. A concealment in a marine 
insurance, in respect to any of the following matters, 
does not vitiate the entire contract, but merely 
exonerates the insurer from a loss resulting ·from the 
risk concealed: 

"Ca) The national character ofthe insured; 

II (b) The liability of the thing insured to capture 
and detention; 

"Cc) The liability to seizure from breach of 
foreign laws of trade; 

"Cd) The want of necessary documents; and 

"(e) The use oHalse and simulated papers. 

"SuB-TITLE I-D 

"REPRESENTATION 

"SEC. 113. If a representation by a person 
insured by a contract of marine insurance, is 
intentionally false in any material respect, or in 
respect of any fact on which the character and nature 
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of the risk depends, the insurer may rescind the entire 
contract. 

"SEC. 114. The eventual falsity of a 
representation as to expectation does not, in the 
absence of fraud, avoid a contract of marine insurance. 

"SUB-TITLE 1-E 

"IMPLIED WARRANTIES 

"SEC. 115. In every marine insurance upon a 
ship or freight, or freightage, or upon any thing which 
is the subject of marine insurance, a warranty is 
implied that the ship is seaworthy. 

"SEC. 116. A ship is seaworthy when 
reasonably fit to perform the service and to encounter 
the ordinary perils of the voyage contemplated by the 
parties to the policy. 

"SEC. 117. An implied warranty of 
seaworthiness is complied with if the ship be 
seaworthy at the time of the commencement of the 
risk, except in the following cases: 

" (a) When the insurance is made for a specified 
length of time, the implied warranty is not complied 
with unless the ship be seaworthy at the 
commencement of every voyage it undertakes during 
that time; 

"(b) When the insurance is upon the cargo 
which, by the terms of the policy, description of the 
voyage, or established custom of the trade, is to be 
transhipped at an intermediate port, the Implied 
warranty is not complied with urlless each vessel upon 
which the cargo is shipped, or transhipped, be 
seaworthy at the commencement of each particular 
voyage. 

"SEC. 118. A warranty of seaworthiness 
extends not only to the condition ofthe structure of 
the ship itself, but requires that it be properly laden, 
and provided with a competent master, a sufficient 
number of competent officers and seamen, and the 
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requisite appurtenances and equipment, such as 
ballasts, cables and anchors, cordage and' sails, food, 
water, fuel and lights, and other necessary or proper 
stores and implements for the voyage. 

"SEC. 119. Where different portions of the 
voyage contemplated by a policy differ in respect to 
the things requisite to make the ship seaworthy 
therefor, a warranty of seaworthiness is complied with 
if, at the commencement of each portion, the ship is 
seaworthy with-reference to that portion. 

"SEC. 120. When the ship becomes unseaworthy 
during the voyage to which an insurance relates, an 
unreasonable delay in repairing the defect exonerates 
the insurer on ship or shipowner's interest from liability 
from any loss arising therefrom. 

"SEC. 121. A ship which is seaworthy for the 
purpose of an insurance upon the ship may, 
nevertheless, by reason of being unfitted to receive 
the cargo, be unseaworthy for the purpose of insurance 
upon the cargo. 

"SEC. 122. Where the nationality or neutrality 
of a ship or cargo is expressly warranted, it is implied 
that the ship will carry the requisite documents to 
show such nationality or neutrality and that it will 
not carry any documents which cast reasonable 
suspicion thereon. 

"SUB-TITLE I-F 

'''fHE VOYAGE AND DEVIATION 

"SEC. 123. When the voyage contemplated by 
a marine insurance policy is described by the places 
of beginning and ending, the voyage insured is one 
which conforms to the course of sailing fixed by 
mercantile usage between those places. 

"SEC. 124. If the course of sailing is not fixed by 
mercantile usage, the voyage insured by a marine 
insurance policy is that way between the places specified, 
which to a master of ordinary skill and discretion, would 
mean the most natural, direct and advantageous. 
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"SEC. 125. Deviation is a departure from the 
course of the voyage insured, mentioned in the last 
two (2) sections, or an unreasonable delay in pursuing 
the voyage or the commencement of an entirely 
different voyage. 

. "SEC. 126. A deviation is propel': 

" (a) \Vhen caused by circumstances over which 
neither the master nor the owner of the ship has any 
control; 

"(b) When necessary to comply with a 
warranty, or to avoid a peril, whether or not the peril 
is insured against; 

" (c) When made in good faith, and upon 
reasonable grounds of belief in its necessity to avoid 

a peril; or 

"(d) When made in good faith, for the purpose 

of saving human life or relieving another vessel in 
distress. 

"SEC. 127. Every deviation not specified in the 
last section is improper. 

"SEC. 128. An insurer is not liable for any loss 
happening to the thing insured subsequent to an 
improper deviation. 

"SUB-TITLE I-G 

"Loss 

"SEC. 129. A loss may be either total or partial. 

"SEC. 130. Every loss which is not total is 

partial. 

"SEC. 131. A total loss may be either actual or 
constructive. 

"SEC. 132. An actual total loss is caused by: 

"(a) A total destruction of the thing insured; 

"(b) The irretrievable loss of the thing by 
sinking, or by being broken up; 
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"Cc) Any damage to the thing which renders it 
valueless to the owner for the purpose for which he 
held it; or 

"(d) Any other event which effectively deprives 
the owner ofthe possession, at the port of destination, 
of the thing insured. 

"SEC. 133. A constructive total loss is one 
which gives to a person insured a right to abandon, 
under Section 14l. 

"SEC. 134. An actual loss may be presumed 
from the continued absence of a ship without being 
heard of. The length of time which is sufficient to 
raise this presumption depends on the circumstances 
ofthe case. 

"SEC. 135. When a ship is prevented, at an 
intermediate port, from completing the voyage, by 
the perils insured against, the liability of a marine 
insurer on the cargo continues after they are thus 
reshipped. 

"Nothing in this section shall prevent an 
insurer from requiring an additional premium lithe 
hazard be increased by this extension of liability. 

"SEC. 136. In addition to the liability 
mentioned in the last section, a marine insurer is 
bound for damages, expenses of discharging, storage, 
reshipment, extra freightage, and all other expenses 
incurred in saving· cargo reshipped pursuant to the 
last section, up to the amount insured. 

"Nothing in this or in the preceding section shall 
render a marine insurer liable for any amount in 
excess of the insured value or, if there be none, of the 
insurable value. 

"SEC. 137. Upon an actual total loss, a person 
insured is entitled to payment without notice of 
abandonment. 
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"SEC. 138. Where it has been agreed that an 
insurance upon a particular thing, or class of things, 
shall be free from particular average, a marine insurer 
is not liable for any particular average loss not 
depriving the insured of the possession, at the port of 
destination, of the whole of such thing, or class of 
things, even though it becomes entirely worthless; 
but such insurer is liable for his proportion of all 
general average loss assessed upon the thing insured. 

"SEC. 139. An insurance confined in terms to 
an actual loss does not cover a constructive total loss, 
but covers any loss, which necessarily results in 
depriving the insured of the possession, at the port of 
destination, of the entire thing insured. 

"SUB-TITLE I-H 

"ABANDONMENT 

"SEC. 140. Abandonment, :in marine insurance, 
is the act of the insured by which, after a constructive 
total loss, he declares the relinquishment to the insurer 
of his interest in the thing insured. 

"SEC. 141. A person insured by a contract of 
marine insurance may abandon the thing insured, 
or any particular portion thereof separately valued 
by the policy, or otherwise separately insured, and 
recover for a total loss thereof, when the cause of the 
loss is a peril insured against: 

"(a) If more than three-fourths (%) thereof in 
value is actually lost, or would have to be expended 
to recover it from the peril; 

" (b) If it is injured to such an extent ?-s to 
reduce its value more than three-fourths (%); 

" (c) If the thing insured is a ship, and the 
contemplated voyage cannot be lawfully performed 
without incurring either an expense to the insured of 
more than three-fourths (%.) the value of the thing 
abandoned or a risk which a prudent man would not 
take under the circumstances; or 
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"Cd) If the thing insured, being cargo or 
freightage, and the voyage cannot be performed, nor 
another ship procured by the master, within a 
reasonable time and with reasonable diligence, to 
forward the cargo, without incurring the like expense 
or risk mentioned in the preceding subparagraph. 
Butfreightage cannot in any case be abandoned unless 
the ship is also abandoned.' 

"SEC. 142. An abandonment must be neither 
partial nor conditional. 

"SEC. 143. An abandonment must be made 
within a reasonable time after .receipt of reliable 
information of the loss, but where the information is 
of a doubtful character, the insured is entitled to a 
reasonable time to maM, inquiry. 

"SEC. 144. Where the illformation upon which 
an abandonment has bEiJen made proves incorrect, or 
the thing insured was so far restored when the 
abandonment was made that there was then in fact 
no total loss, the abandonment becomes ineffectual. 

"SEC. 145. Abandonment is made by giving 
notice thereof to the insurer, which may be done 
orally, or in writing: Provided, That if the notice be 
done orally, a written notice of such abandonment 
shall be submitted within seven (7) days from such 
oral notice. 

"SEC. 146. A notice of abandonment must be 
explicit, and must specify the particular cause of the 
abandonment, but need state only enough to show 
that there is probable cause therefor, and need not be 
accomp anied with proof of interest or of loss. 

"SEC. 147. An abandonment can be sustained 
only upon the cause specified in the notice thereof. 

"SEC. 148. An abandonment is equivalent to 
a transfer by the insured of his interest to the insurer, 
with all the chances ofrecovery and indemnity. 
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"SEC. 149. If a marine insurer pays for a loss 
as if it were an actual total loss, he is entitled to 
whatever may remain of the thing insured, or its 
proceeds or salvage, as if there had been a formal 
abandonment. 

. "SEC. 150. Upon an abandonment, acts done 
in good faith by those who were agents of the insured 
in respect to the thing insured, subsequent to the 
loss, are at the risk of the insurer, and for his benefit. 

"SEC. 151. Where notice of abandonment. is 
properly given, the rights of the insured are not 
prejudiced by the fact that. the insurer refuses to 
accept. the abandonment. 

"SEC. 152. The acceptance of an abandonment 
may be either express or implied from the conduct of 
the insurer. The mere silence of the insurer for an 
unreasonable length of time after notice shall be 
construed as an acceptance. 

"SEC. 153. The acceptance of an abandonment, 
whether express or implied, is conclusive upon the 
parties, and admits the loss and the sufficiency of 
the abandonment. 

"SEC. 154. An abandonment once made and 
accepted is irrevocable, unless the ground upon which 
it was made proves to be unfounded. 

"SEC. 155. On an accepted abandonment of a 
ship, freightage earned previous to the loss belongs to 
the insurer of said freightage; but freightage 
subsequently earned belongs to the insurer of the ship. 

"SEC. 156. If an insurer refuses to accept a 
. valid abandonment, he is liable as upon an actual 
total loss, deducting from the amount any proceeds 
of the thing insured which may have come to the 
hands of the insured. 

"SEC. 157. If a person insured omits to 
abandon, he may nevertheless recover his actual loss. 
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"SUB-TITLE I-I 

"MEASURE OF INDEMNITY 

"SEC. 158. A valuation in a policy of marine 
insurance is conclusive between the parties thereto 
in the adjustment of either a partial or total loss, if 
the insured has some interest at risk, and there is no 
fraud on his part; except that when a thing has been 
hypothecated by bottomry or respondentia, before its 
insurance, and without the know~.~dge ofthe person 
actually procuring the insurance, h~ may show the 
real value. But a valuation fr~uaulent in fact, entitles 
the insurer to rescind the contract. 

"SEC. 159. A marine insurer is liable upon a 
partial loss, only for such proportion of the amount 
insured by him as the loss bears to 'the value of the 
whole interest of the insured in the property insured. 

"SEC. 160. Where ~rofits are separately 
insured in a contract of marine insurance, the insured 
is entitled to recover, in c~se otioss, a proportion of 
such profits equivalent to the proportion which the 
value of the property lost bears to the value of the 
whole. 

"SEC. 161. Incase ofa valued policy of marine 
insurance on freightage or cargo, if a part only of the 
subject is exposed to risk, the valuation applies only 
in proportion to such part. 

"SEC. 162. When profits are valued and 
insured by a contract of marine insurance, a loss of 
them is conclusively presumed from a loss of the 
property out of which they are expected to arise, and 
the valuation fixes their amount. 

"SEC. 163. In estimating a loss under an open 
policy of marine insurance the follOWing rules are to 
be ~bserved: 

"(a) The value of a ship is its value at the 
beginning of the risk, inel uding all articles or charges 
which add to its permanent value or which are 
necessary to prepare it for the voyage insured; 
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It (b) The value of the cargo is its actual cost to 
the insured, when laden on board, or where the cost 
cannot be ascertained, its market value at the time 
and place of lading, adding the charges incurred in 
purchasing and placing it on board, but without 
reference to any loss incurred in raising money for 
its purchase, or to any drawback on its exportation, 
or to the fluctuation of the market at the port of 
destination, or to expenses incurred on the way or on 
arrival; 

"(c) The value of freightage is the gross 
freightage, exclusive of primage, without reference 
to the cost of earning it; and 

"(d) The cost of insurance is in each case to be 
added to the value thus estimated. 

"SEC. 164. If cargo insured against partial loss 
arrives at the port of destination in a damaged 
condition, the loss of the insured is deemed to be the 
same proportion of the value which the market price 
at that port, of the thing so damaged, bears to the 
market price it would have brought if sound. 

"SEC. 165. A marine insurer is liable for all 
the expenses attendant upon a loss which forces the 
ship into port to be repaired; and where it is stipulated 
in the policy that the insured shall labor for the 
recovery of the property, the insurer is liable for the 
expense incurred thereby, such expense, in either 
case, being in addition to a total loss, if that afterwards 
occurs. 

"SEC. 166. A marine insurer is liable for a loss 
falling upon the insured, through a contribution in 
respect to the thing insured, required to be made by 
him towards a general average loss called for by a 
peril insured against: Provided, That the liability of 
the insurer shall be limited to the proportion of 
contribution attaching to his policy value where this 
is less than the contributing value of the thing 
insured. 
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"SEC. 167. When a person insured by a 
contract of marine insurance has a demand against 
others for contribution, he may claim the whole loss 
from the insurer, subrogating him to his own right 
to contribution. But no such claim can be made upon 
the insurer after the separation of the interests liable 
to contribution, nor when the insured, having the 
right and opportunity to enforce contribution from 
others, has neglected or waived the exercise of that 
right. 

"SEC. 168. In the case of a partial loss of ship or 
its equipment, the old materials are to be applied towards 
payment for the new. Unless otherwise stipulated in 
the policy, a marine insurer is liable for only two-thirds 
(2/3) of the remaining cost of ;repairs after such 
deduction, except that anchors must be paid in full. 

"TITLE 2 , 
"FIRE INSURANCE 

"SEC. 169. As u,sed in this Code, the term fire 
insurance shall include insurance against loss by fire, 
lightning, windstorm, tornado or earthquake and other 
allied risks, when such risks are covered by extension 
to fire insurance policies or under separate policies. 

"SEC. 170. An alteration in the use or 
condition of a thing insured from that to which it is 
limited by the policy made without the consent of the 
insurer, by means within the control of the insured, 
and increasing the risks, entitles an insurer to rescind 
a contract of fire insurance. 

"SEC. 171. An alteration in the use or 
condition of a thing insured from that to which it is 
limited by the policy, which does not increase· the 
risk, does not affect a contract of fire insurance. 

"SEC. 172. A contract of fire insurance is not 
affected by any act of the insured subsequent to the 
execution of the policy, which does not violate its 
provisions, even though it increases the risk and is 
the caUSe of the loss. 
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"SEC. 173. If there is no valuation in the policy, 
the measure of indemnity in an insurance against 
fire is the expense it would be to the insured at the 
time of the commencement of the fire to replace the 
thing lost or injured in the condition in which it was 
at the time of the injury; but if there is a valuation in 
a policY of fire insurance, the effect shall be the same 
as in a policy of marine insurance. 

"SEC. 174. 'Whenever the insured desires to 
have a valuation named in his policy, insuring any 
building or structure against fire, he may require 
such building or structure to be examined by 
an independent appraiser and the value of the 
insured's interest therein may then be fixed as 
between the insurer and the insured. The cost of 
such examination shall be paid for by the insured. A 
clause shall be inserted in such policy stating 
substantially that the value of the insured's interest 
in such building or structure has been thus fixed. In 
the absence of any change increasing the risk without 
the consent of the insurer or of fraud on the part of 
the insured, then in case of a total loss under such 
policy, the whole amount so insured upon the 
insured's interest in such building or structure, as 
stated in the policy upon which the insurers have 
received a premium, shall be paid, and in case of a 
partial loss the full amount of the partial loss shall 
be so paid, and in case there are two (2) or more policies 
covering the insured's interest therein, each policy 
shall contribute pro rata to the payment of such whole 
or partial loss. But in no case shall the insurer be 
required to pay more than the amount thus stated in 
suell policy. T1:1.is section shall not prevent the parties 
from stipulating in such policies concerning the 
repairing, rebuilding or replacing of buildings or 
structures wholly or partially damaged or destroyed. 

"SEC. 175. No policy of fire insurance shall be 
pledged, hypothecated, or transferred to any person, 
firm or company who acts as agent for or otherwise 
represents the issuing company, and any such pledge, 
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hypothecation, or transfer hereafter made shall be 
void and of no effect insofar as it may affect other 
creditors of the insured. 

"TITLE 3 

"CASUALTY INSURANCE 

"SEC. 176. Casualty insurance is insurance 
covering loss or liability arising;. from accident or 
mishap, excluding certain types oflass which by law 
or custom are considered as falling exclusively within 
the scope of other types of insurance such as fire or 
marine. It includes, but is not limited to, employer's 
liability insurance, motor vehicle liability insurance, 
plate glass insurance, burglary and,theft insurance, 
personal accident and health insurance as written 
by non-life insurance companies, and other 
substantially similar kinds of insurance. 

"TITLE 4' 
r 

"SURETYSHIP 

. "SEC. 177. A contract of suretyship is an 
agreement whereby a party called the surety _ 
guarantees the performance by another party called 
the principal or obligor of an obligation or undertaking 
in favor of a third party called the obligee. Itincludes 
official recognizances, stipulations, bonds or 
undertakings issued by any company by virtue of and 
under the provisions of Act No. 536, as amended by 
Act No. 2206. 

"SEC. 178. The liability of the surety or 
sureties shall be joint and several with the obligor 
and shall be limited to the amo'unt of the bond. It is 
determined strictly by the terms of the contract of 
suretyship in relation to the principal contract 
bei<ween the obligor and the obligee. 

"SEC. 179. The surety is entitled to payment 
ofthe premium as soon as the contract of suretyship 
or bond is perfected and delivered to the obligor. No 
contract of suretyship or bonding shall be valid and 
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binding unless and until the premium therefor has 
been paid, except where the obligee has accepted the 
bond, in which case the bond becomes valid and 
enforceable irrespective of whether or not the 
premium has been paid by the obligor to the surety: 
Provided, That if the contract of suretyship or bond 
is not accepted by, or filed with the obligee, the surety 
shall collect only a reasonable amount, not exceeding 
fifty percent (50%) of the premium due thereon as 
service fee plus the cost of stamps or other taxes 
imposed for the issuance of the contract or bond: 
Provided, however, That if the nonacceptance of the 
bond be due to the fault or negligence ofthe surety, 
no such service fee, stamps or taxes shall be collected. 

"In the case of a continuing bond, the obligor 
shall pay the subsequent annual premium as it falls 
due until the contract of suretyship is cancelled by 
the obligee or by the Commissioner or by a court of 
competent jurisdiction, as the case may be. 

"SEC. 180. Pertinent provisions of the Civil 
Code of the Philippines shall be applied in a suppletory 
character whenever necessary in interpreting the 
provisions of a contract of suretyship. 

"TITLE 5 

"LIFE INSURANCE 

"SEC. 181. Life insurance is insurance on 
human lives and insurance appertaining thereto or 
connected therewith. 

"Every contract or undertaking for the payment 
of annuities including contracts for the payment of 
lump sums under a retirement program where a life 
insurance company manages or acts as a trustee for 
such retirement program shall be considered a life 
insurance contract for purposes of this Code. 

"SEC. 182. An insurance upon life may be 
made payable on the death of the person, or on his 
surviving a specified period, or otherwise contingently 
on the continuance or cessation of life. 

01 
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"Every contract or pledge for the payment of 
endowments or annuities shall be considered a life 
insurance contract for purposes of this Code. 

"In the absence of ajudicial guardian, the father, 
or in the latter's absence or incapacity, the mother, 
of any minor, who is an insured or a beneficiary under 
a contract of life, health, or accident insurance, may 
exercise, in behalf of said minor, any right under the 
policy, without necessity of court authority or the 
giving of a bond, where the interest ofthe minor in 
the particular act involveq.}.does not exceed Five 
hundred thousand pesos (p5dO,000.OO) or in such 
reasonable amount as' may be determined by the 
Commissioner. Such rigp.t may include, but shall 
not be limited to, obtaining a policy loan, surrendering 
the policy, receiving the proceeds of the Policy, and 
giving the minor's consent to any transaction on the 
policy. 

"In the absende or in case of the incapacity of 
the father or mother, the grandparent, the eldest 
brother or sister at ~east~ighteen (18) years of age, 
or any relative who has actual custody of the minor 
insured or beneficiary, shall act as a guardian 
without need of a court order or judicial appointment 
as such guardian, as long as such person is not 
otherwise disqualified or Incapacitated. Payment 
made by the insurer pursuant to this section shall 
relieve such insurer of any liability under the 
contract. 

"SEC. 183. The insurer in a life insurance 
contract shall be liable in case of suicide only when it 
is committed after the policy has been in force for a 
period of two (2) years from the date of its issue or of 
its last reinstatement, unless the policy provides a 
shorter period: Provided, however, That suicide 
committed in the state of insanity shall be 
compensable regardless of the date of commission. 



38 

"SEC. 184. A policy of insurance upon life or 
health may pass by transfer, will or succession to 
any person, whether he has an insurable interest or 
not, and such person may recover upon it whatever 
the insured might have recovered. 

"SEC. 185. Notice to an insurer of a transfer 
or bequest thereof is not necessary to preserve the 
validity of a policy of insurance upon life or health, 
unleS'S thereby expressly required. 

"SEC. 186. Unless the interest of a person 
insured is susceptible of exact pecuniary 
measurement, the measure of indemnity under a 
policy of insurance upon life or health is the sum 
fixed in the policy. 

"TITLE 6 

"MrCROINSURANCE 

"SEC. 187. Microinsurance is a financial 
product or service that meets the risk protection needs 
of the poor where: 

n(a) The amount of contributions, premiums, 
fees or charges, computed on a daily basis, does 
not exceed seven and a half percent (7.5%) of the 
current daily mlnImum wage rate for 
nonagricultural workers' in Metro Manila; and 

n(b) The maximum sum of guaranteed benefits 
is not more than one thousand (1,000) times of the 
current daily minImum wage rate for 
nonagricultural workers in Metro Manila. 

"SEC. 188. No insurance company or mutual 
benefit association shall engage in the business of 
microinsurance unless it possesses all the 
requirements as may be prescribed by the 
Commissioner. The Commissioner shall issue such 
rules and regulations governing microinsurance. 

• 
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"CHAPTER II-A 

"FINANCIAL REPORTING FRAMEWORK 

"SEC. 189. All companies regulated by the 
Commission, unless otherwise required by law, should 
comply with the financial reporting frameworks 
adopted by the Commission for purposes of creating 
the statutory financial reports and the annual 
statements to be submitted to the Commission. 
Financial reporting framework means a set of 
accounting and reporting principles, standards, 
interpretations and pronouncem~nts that must be 
adopted in the preparation. and submission of the 
statutory financial statements and reports required 
by the Commission. This financial reporting 
framework is not the same as the finanClial reporting 
framework used to prepare the financial statements 
that the Securities and Exchange Commission may 
require. The main purpose of the statutory statements 
is to present iinportant ipformation about the level of 
risk and solvency situation of insurers. In prescribing 
the applicable statutory:f:i.n.allcial reporting framework, 
the Coinrnissioner shall itake into account international 
standardS concerning solvency and insurance company 
reporting as well as generally accepted actuarial 
principles concerning financial reporting promulgated 
by the Actuarial Society of the Philippines. 

"The assets and investments 'discussed in 
Sections 204 to 215 shall be accounted for in 
accordance with this section. 

"The valuation of reserves shall be accounted 
for in accordance with Title 50fthis Code. 

"CHAPTER III 
"THE BUSINESS OF INSURANCE 

"TITLE 1 

"INSURANCE COMPANIES, ORGANIZATION, 
CAPITALIZATION AND AUTHORIZATION 

"SEC. 190. For purposes of this Code, the term 
insurer or insurance company shall include all 
partnerships, associations, cooperatives or 
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corporations, including government-owned or 
-controlled corporations or entities, engaged as 
principals in the insurance business, excepting 
mutual benefit associations. Unless the context 
otherwise requires, the term shall also include 
professional reinsurers defined in Section 288. 
Domestic company shall include companies formed, 
organized or existing under the laws of the 
Philippines. Foreign company when used without 
limitation shall include companies formed, organized, 
or existing under any laws other than those of the 
Philippines. 

"SEC. 191. The provisions of the Corporation 
Code, as amended, shall apply to all insurance 
corporations now or hereafter engaged in business in 
the Philippines insofar as they do not conflict with 
the provisions of this chapter. 

"SEC. 192. No corporation, partnership, or 
association of persons shall transact any insurance 
business in the Philippines except as agent of a 
corporation, partnership or association authorized to 
do the business of insurance :in the Philipp:ines, unless 
possessed of the capital and assets required of an 
insurance corporation doing the same kind of business 
in the Philippines and invested in the same manner; 
unless the Commissioner shall have granted it a 
certificate to the effect that it has complied with all 
the provisions of this Code. 

"Every entity receiving any such certificate of 
authority shall be subject to the insurance and other 
applicable laws of the Philippines and to the 
jurisdiction and supervision of the Commissioner. 

"SEC. 193. No insurance company shall 
transact any insurance business in the Philippines 
until after it shall have obtained a certificate of 
authority for that purpose from the Commissioner 
upon application therefor and payment by the 
company concerned of the fees hereinafter prescribed. 
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"The Commissioner may refuse to issue a 
certificate of authority to any insurance company if, 
in his judgment, such refusal will best promote the 
interest of the people of this country. No such 
certificate of authority shall be granted to any such 
company until the Commissioner shall have satisfied 
himself by such examination as he may make and 
such evidence as he may require that such company 
is qualified by the laws of the Philippines to transact 
business therein, that the grant of such authority 
appears to be justified in tl:i~ light of local economic 
requirements, and" t'hat the direction and .~ 
administration, as well as the integrity and 
responsibility of the organizers arid administrators, 
the financial organization and the amount of capital, 
reasonably assure the safety of the interests of the 
policyholders and the public. 

"In order to p1aintain the quality of the 
management of the insurance companies and afford 
better protection to policyh0lders and the public in 
general, any person of good moral character, 
unquestioned integrity and recognized competence may 
be elected or appointed director or officer of insurance 
companies in accordance with the pertinent provisions 
contained in the corporate governance circulars 
prescribed by the Commissioner. In addition hereto, 
the Commissioner shall prescribe the qualifications of 
directors, executive officers and other key officials of 
insurance companies for purposes of this section. 

"No person shall concurrently be a Director 
andlor Officer of an insurance company and an 
adjustment company. 

"Before issuing such certificate of authority, the 
Commissioner must be satisfied that the name of the 
company is not that of any other known company .. 
transacting a similar business in the Philippines, or 
a name so similar as to be calculated to mislead the 
public. The Commissioner may issue rules and 
regulations on the use of names of insurance 
companies and other supervised persons or entities. 
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"The certificate of authority issued by the 
Commissioner shall expire on the last day of 
December, three (3) years following its date of 
issuance, and shall be renewable every three (3) years 
thereafter, subject to the company's continuing 
co:qlpliance with the provisions of this Code, circulars, 
instructions, rulings or decisions of the Commission. 

"Every company receiving any such certificates 
of authority shall be subject to the provisions of this 
Code and other related laws and to the jurisdiction 
and supervision of the Commissioner. 

"No insurance company may be authorized to 
transact in the Philippines the business of life and 
non-life insurance concurrently, unless specifically 
authorized to do so by the Commissioner: Provided, 
That the terms life and non-life insurance shall be 
deemed to include health, accident and disability 

mSUl'ance. 

"No insurance company shall have equity in 
an adjustment company and neither shall an 
adjustment company have equity in an insurance 
company. 

"No insurance company issued with a valid 
certificate of authority to transact insurance business 
anywhere in the Philippines by the Insurance 
Commissioner, shall be barred, prevented, or 
disenfranchised from issuing any insurance policy 
or from transacting any insurance business within 
the scope or coverage of its certificate of authority, 
anywhere in the Philippines, by any local government 
unit or authority, for whatever guise or reason 
whatsoever, including under any kind of ordinance, 
accreditation system, or scheme. Any local ordinance 
or local government unit regulatory issuance imposing 
such restriction or disenfranchisement on any 
insurance company shall be deemed null and void ab 
initio. 

'f 
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"SEC. 194. Except as provided in Section 289, 
no new domestic life or non-life insurance company 
shall, in a stock corporation, engage in business in 
the Philippines unless possessed of a paid-up 
capital equal to at least One billion pesos 
(Pl,OOO,OOO,OOO.OO): Provided, That a domestic 
insurance company already doing business in the 
Philippines shall have a net worth by June 30, 2013 
of Two hundred:fifty million pesbs.(P250,OOO,OOO.OO). 
Furthermore, said company must have by 
December 31, 2016, anitdditional Three hundred 
million pesos (p300,000,OQO.OO) in'~net worth; by 
December 31, 2019, an additional Three ,hundred fifty 
million pesos (p350,OOO,OOO.OO) in net worth; and by 
December 31, 2022, an additional Four hundred 
million pesos (P400,OOO,OOO.OO) in net worth. 

"The Commissioher may, as a pre-licensing 
requirement ofa new insurance company, in addition 
to the paid-up capital stock, require the stockholders 
to pay in cash to the coinpany in proportion to their 
subscription interests a contributed surplus fund of 
not less than One hundred million pesos 
(P100,000,000.OO). He may also require such 
company to submit to him a business plan showing 
the company's estimated receipts and disbursements, 
as well as the basis therefor, for the next succeeding 
three (3) years. 

"If organized as a mutual company, in lieu of 
such net worth, it must have available total members 
equity in an amount to be determined by the 
Insurance Commission above all liabilities for losses 
reported; expenses, taxes, legal reserve, and 
reinsurance of all outstanding risks, and the 
contributed surplus fund equal to the amounts 
required of stock corporations. A stock insurance 
bmpany doing business in the Philippines may, 
subject to the pertinent law and regulation which 
now or hereafter may be in force, alter its organization 
and transform itself into a mutual insurance 
company. 
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"The Secretary of Finance may, upon 
recommendation of the Commissioner, increase such 
minimum paid-up capital stock or cash assets 
requirement under such terms and conditions as he 
may impose, to an amount which, in his opinion, 
~ould reasonably assure the safety of the interests of 
the policyholders and the public. The minimum 
paid-up capital and net worth requirement must 
remain unimpaired for the continuance ofthe license. 
The Commissioner may require the adoption of the 
risk-based capital approach and other internationally 
accepted forms of capital framework. 

"For the purpose of this section, net worth shall 
consist of: 

IICa) Paid-up capital; 

"(b) Retained earnings; 

. "(c) Unimpaired surplUS; and 

"(d) Revaluation of assets as may be approved 
by the Commissioner. 

"The Commission may adopt for purposes of 
compliance with capital build up requirement under 
this Code the recognition as part of the capital account, 
capital notes or debentures which are subordinate to 
all credits and senior only to common capital stocks. 

"The President of the Philippines may order a 
periodic review every two (2) years the capital structure 
set out above to determine the capital adequacy of the 
local insurance industry from and after the integration 
and liberalization of the financial services, including 
insurance, in the ASEAN Region. For this purpose, a 
review committee consisting of representatives from 
the Department of Finance (DOF), the Insurance 
Commission (IC), the National Economic and 
DevelopmentAuthority (NEDA), the Securities and 
Exchange Commission (SEC) and other agencies which 
the President may designate shall conduct the review 
and may recommend to the President to adopt for 
implementation the necessary capital adjustment. 

i 
i 
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"SEC. 195. Every company must, before 
engaging in the business of insurance in the 
Philippines, file with the Commissioner the following: 

"(a) A certified copy of the last annual 
statement or a verified financial statement exhibiting 
the condition and affairs of such company; 

II (b) If incorporated u:pd.er the laws of the 
Philippines, a copy of the art!cles of incorporation and 
bylaws, and any amendments to either, certified by 
the Securities and Exchange Commis~ion to be a copy 
of that which is filed in its C>ffice; 

"(c) If incorporated under ,any laws other than 
those of the Philippines, a certificate from the 
Securities and Exchange Commission showing that 
it is duly registered in the mercantile registry of that 
Commission in accordance with the Corporation Code. 
A copy of the articles of incorporation and bylaws, 
and any amendments tb either, if organized or formed 
under any law requiring such to be filed, duly certified 
by the officer having the custody of same, or if not so 
organized, a copy of the law, charter or deed of 
settlement under which the deed of organization is 
made, duly certified by the proper custodian thereof, 
or proved by affidavit to be a copy; also, a certificate 
under the hand and seal of the proper officer of such 
state or country having supervision of insurance 
business therein, if any there be, that such 
corporation or company is organized und'er the laws 
of such state or country, with the amount of capital 
stock or assets and legal reserve required by this Code; 

"(d) If not incorporated and offoreign domicile, 
aside from the certificate mentioned in paragraph 
(c) ofthis section, a certificate setting forth the nature 

~. and character of the business, the location of the 
principal office, the name of the individual or names 
of the persons composing the partnership or 
association, the amount of actual capital employed 
or to be employed therein, and the names of all officers 
and persons by whom the business is or may be 
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"The certificate must be verified by the affidavit 
of the chief officer, secretary, agent, or manager of 
the company; and lithere are any written articles of 
agreement of the company, a copy thereof must 
accompany such certificate. 

"SEC. 196. The Commissioner must require as 
a condition precedent to the transaction of insuranCE: 
bUsiness in the Philippines by any foreign insurance 
company, that such company file in his office a written 
power of attorney designating some person who shall 
be a resident of the Philippines as its general agent, 
on whom any notice provided· by law or by any 
insurance policy, proof of loss, summons and other 
legal processes may be served in all actions or other 
legal proceedings against such company, and 
consenting that service upon such general agent shall 
be admitted and held as valid as li served upon the 
foreign company at its home office. Any such foreign 
company shall, as further condition precedent to the 
transaction of insurance business in the Philippines, 
make and file with the Commissioner an agreement 
or stipulation, executed by the proper authorities of 
said company in form and substance as follows: 

"The (name of company) does hereby stipulate 
and agree in consideration of the permission granted by 
the Insurance Commissioner to transact business in 
the Philippines, that if at any time said company shall 
leave the Philippines, or cease to transact business 
therein, or shall be without any agent in the Philippines 
on whom any notice, proof of loss, summons, or legal 
process may be served, then in any action or proceeding 
arising out of any business or transaction which 
occurred in the Philippines, service of any notice provided 
by law, or insurance policy, proof ofloss, summons, or 
other legal process may be made upon the Insurance 
Commissioner, and that such service upon the 
Insurance Commissioner shall have the same force and 
effect as li made upon the company. 

"Whenever such service of notice, proof ofloss, 
summons, or other legal process shall be made upon 
the Commissioner, he must, within ten (10) days 

....,. .. ' 
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thereafter, transmit by mail, postage paid, a copy of 
such notice, proof of loss, summons, or other legal 
process to the company at its home or principal office. 
The sending of such copy by the Commissioner shall 
be a necessary part of the service ofthe notice, proof 
oiloss, or other legal process. 

"SEC. 197. No insurance company organized 
or existing under the government or'laws other than 
those of the Philippines shall engage in business in 
the Philippines unless possessetfo£ unimpaired capital 
or assets and reserve of not less than One billion pesos 
(p1,000,OOO,OOO.OO), norilntil it shall have deposited 
with the Commissioner for the benefit and security 
of the policyholders and creditors of such company in 
the Philippines, securities s~tisfactory to the 
Commissioner consisting of good securities of the 
Philippines, including new issues of stock of 
registered enterprises, as this term is defined in 
Exec)ltive Order No. 226 of 1987, as amended, to the 
actual market value of not,.J.ess than the amount 
herein required: Provided, That at least fifty percent 
(50%) of such securities shall consist of bonds or other 
instruments of debt of the Government of the 
Philippines, its political subdivisions and 
instrumentalities, or of government-owned or 
-controlled corporations and entities, including the 
Bangko Sentral ng Pilipinas: Provided, further, That 
. the total investment of a foreign insurance company 
in any registered enterprise shall not exceed twenty 
percent (20%) of the net worth of said foreign insurance 
company nor twenty percent (20%) of the capital of 
the registered enterprise, unless previously authorized 
in writing by the Commissioner. 

"The Commissioner may, as a pre-licensmg 
requirement of a new branch office of a foreign 
insurance company, in addition to the required asset 
qt' net worth, require the company to have an 
additional surplus fund in an amount to be determined 
by the Insurance Commission. 
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"For purposes of this Code, the net worth of a 
foreign insurance company shall refer only to its net 
worth in the Philippines. 

"SEC. 198. The Commissioner shall hold the 
securities, deposited as required in the immediately 
pre~eding section, for the benefit and security of all 
the policyholders and creditors of the company 
depositing the same: Provided, That the Commissioner 
may as long as the company is solvent, permit the 
company to collect the interest or dividends on the 
securities so deposited, and, from time to time, with 
his assent, to withdraw any of such securities, upon 
depositing with said Commissioner other like securities, 
the market value ofwIDch shall be equal to the market 
value of such as may be withdrawn. In the event of 
any company ceasing to do business in the Philippines, 
the securities deposited as aforesaid shall be returned 
to the company upon the Commissioner's written 

approval and only after the company has duly proven 

in its application therefor that it has no further liability 
whatsoever under any ofits policies nor to any of its 

creditors in the Philippines. 

"SEC. 199. Every foreign company doing 
business in the Philippines shall set aside an amount 
corresponding to the legal reserves of the policies 
written in the Philippines and invest and keep the 
same therein in accordance with the provisions of 
this section. The legal reserve therein required to be 
set aside shall be invested only in the classes of 
Philippine securities described in Section 206: 
Provided, however, That no investment in stocks or 
bonds of any single entity shall, in the aggregate 
exceed twenty percent (20%) of the net worth of the 
investing company or twenty percent (20%) of the 
capital of the issuing company, whichever is the 
lesser, unless otherwise approved in writing by the 
Commissioner. The securities purchased and kept 
in the Philippines under this section, shall not be 
sent out of the territorial jurisdiction of the Philippines 
without the written consent of the Commissioner. 

-r'· 
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"TITLE 2 

"SOLVENCY 

"SEC. 200. An insurance company doing 
business in the Philippines shall at all times maintain 
the minimum paid-up capital, and net worth 
requirements as prescribed by the Commissioner. 
Such solvency requirements shall be based on 
internationally accepted solvency frameworks and 
adopted only after due consultation with the insurance 
industry associations. 

).X· 

"Whenever the aforem~ntioned requirement be 
found to be less than that herein required to be 
maintained, the Commissioner shall f9rthwith direct 
the company to make good any such deficiency by 
cash, to be contributed by all stockholders of record 
in proportion to their respective mterests, and paid 
to the treasurer ofthe company, within fifteen (15) 
days from receipt of the order: Provided,That the 
company in the interim. §hall not be permitted to take 
any new risk of any kind or character unless and 
until it make good an:y such deficiency: Provided; 
further, That a stockholder who aside from paying 
the contribution due from him, pays the contribution 
due from another stockholder by reason of the failure 
or refusal of the latter to do so, shall have a lien on 
the certificates of stock of the insurance company 
concerned appearing in its books in the name of the 
defaulting stockholder on the date of default, as well 
as on any interests or dividends that have accrued or 
will accrue to the said certificates of stock, until the 
corresponding payment or reimbursement is made 
by the defaulting stockholder. 

"SEC. 20 L No domestic insurance corporation 
shall declare or distribute any dividend on its 
outstanding stocks unless it has met the minirrlum 
paid-up capital and net worth requirements under 

I; Section 194 and except from profits attested in a 
sworn statement to the Commissioner by the 
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president or treasurer of the corporation to be 
remaining on hand after retaining unimpaired: 

"(a) The entire paid-up capital stock; 

"(b) The solvency requirements defined by 
Section 200; 

II (c) In the case of life insurance corporations, 
the legal reserve fund required by Section 217; 

"(d) In the case of corporations other than liie, 
the legal reserve fund required by Section 219; and 

"(e) A sum sufficient to pay all net losses 
reported, or in the course of settlement, and all 
liabilities for expenses and taxes. 

"Any dividend declared or distributed under the 
preceding paragraph shall be reported to the 
Commissioner within thirty (30) days after such 
declaration or distribution. 

"If the Commissioner finds that any such 
corporation has declared or distributed any such 
dividend in violation of this section, he may order 
such corporation to cease and desist from doing 
business until the amount of such dividend or the 
portion thereof in excess of the amount allowed under 
this section has been restored to said corporation. 

"The Commissioner shall prescribe solvency 
requirements for branches of foreign insurance 
companies operating in the Philippines. 

"TITLE 3 

"AsSETS 

"SEC. 202. In any determination of the financial 
condition of any insurance company doing business in the 
Philippines, there shall be allowed and admitted as assets 
only such assets legally or beneficially owned by the 
insurance company concerned as determined by the 
Commissioner which consist of: 

~~-. 
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II (a) Cash in the possession of the insurance 
company or in transit under its control, and the true 
and duly verified balance of any deposit of such company 
in a financially sound bank or trust company duly 
authorized by the Bangko Sentral ng Pilipinas. 

"(b) Investments in securities, including 
money market instruments, and in real property 
acquired or held in accordance with and subject to 
the applicable provisions of this Code and the income 
realized therefrom or accrued tlfe:r.;:eon. 

II (c) Loans grantedhy·the insurance company 
concerned to the extent of that P9rtion thereof 
adequately secured by non-speculatlve assets with 
readily realizable values in accordan~e with and 
subject to the limitations imposed by applicable 
provisions of this Code. 

"(d) Policy loans and other policy assets and 
liens,on policies, contracts or certificates of a life 
insurance company, in an amaunt not exceeding legal 
reserves and other policy liabilities carried on each 
individualliie insurance policy, contract or certificate. 

"(e) The net amount of uncollected and 
deferred premiums and aruluity considerations in the 
case of a life insurance company which carries the 
full mean tabular reserve liability. . 

"(f) Reinsurance recoverable by the ceding 
msurer: 

"(I) From an insurer authorized to transact 
business in this country, the full amount thereof; or 

"(2) From an insurer not authorized in this 
country, in an amount not exceeding the liabilities 
carried by the ceding insurer for amounts withheld 
under a reinsurance treaty with such unauthorized 
~surer as security for the payment of obligations 
thereunder if such funds are held subject to 
withdrawal by, and under the control of, the ceding 
insurer. The Commissioner may prescribe the 
conditions under which a ceding insurer may be 
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allowed credit, as an asset or as a deduction from 
loss and unearned premium reserves, for reinsurance 
recoverable from an insurer not authorized in this 
country but which presents satisfactory evidence that 
it meets the applicable standards of solvency required 
in this country. 

"(g) Funds withheld by a ceding insurer under 
a reinsurance treaty, provided reserves for unpaid 
losses and unearned premiums are adequately 
provided. 

"(h) Deposits or amounts recoverable from 
underwriting associations, syndicates and 
reinsurance funds, or from any suspended banking 
institution, to the extent deemed by the Commissioner 
to be available for the payment oflosses and claims 
and values to be determined by him. 

"(i) Electronic data processing machines, as 
may be authorized by the Commissioner to be acquired 
by the insurance company concerned, the acquisition 
cost of which to be amortized in equal annual amounts 
within a period of five (5) years from the date of 
acquisition thereof. 

"6) Investments in mutual funds, real estate 
investment trusts, salary loans, unit investment trust 
funds and special deposit accounts, subject to the 
conditions as may be provided for by the 
Commissioner. 

"(k) Other assets, not inconsistent with the 
provisions of paragraphs (a) to G) hereof, which are 
deemed by the Commissioner to be readily realizable 
and available for the payment oflosses and claims at 
values to be determined by him in a circular, rule or 
regulation. 

"SEC. 203. In addition to such assets as the 
Commissioner may from time to time determine to 
be non-admitted assets of insurance companies doing 
business in the Philippines, the following assets shall 

1 
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in no case be allowed as admitted assets of an 
insurance company doing business in the Philippines, 
in any determination of its financial condition: 

"(a) Goodwill, trade names, and other like 
intangible assets. . 

"(b) Prepaid or deferred charges for expenses 
and commissions paid by such insUrance company. 

fI(C) Advances to offioffi.!i (other than policy 
loans), which are not adegliately secured and which 
are not previously auth-cirized by the Commissioner, 
as well as advances to emp}oyees, agents, and other 
persons on mere personal security. 

"(d) Shares of stock of such insurance company, 
owned by it, or any equity therein as well as loans 
secured thereby, or any proportionate interest in such 
shares of stock thrdugh the ownership by such 
insurance company of an interest in another 
corporation or busin¥s unit. 

"(e) Furniture, furnishing, fixtures, safes, 
equipment, library, stationery, literature, and 
supplies. 

"m Items of bank credits representing checks, 
drafts or notes returned unpaid after the date of 
statement. 

"(g) The amount, if any, by which the 
aggregate value of investments as carried in the ledger 
assets of such insurance company exceeds the 
aggregate value thereof as determined in accordance 
with the provisions ofthis Code and/or the rules of 
the Commissioner. 

"All non-admitted assets and all other assets of 
doubtful value or character included as ledger or 
non-ledger assets in any statement submitted by an 
insurance company to the Commissioner, or in any 
insurance examiner's report to him, shall also be 
reported, to the extent of the value disallowed as 
deductions from the gross assets of such insurance 
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company, except where the Commissioner permits a 
reserve to be carried among the liabilities of such 
insurance company in lieu of any such deduction. 

"TITLE 4 

"INVESTMENTS 

"SEC. 204. A life insurance company may lend 
to any of its policyholders upon the security of the 
value of its policy such sum as may be determined 
pursuant to the provisions ofthe policy. 

"No insurance company shall loan any of its 
money or deposits to any person, corporation or 
association, except upon the security of any of the 
following: 

" (a) First mortgage or deeds of trust of 
registered, unencumbered, improved or unimproved 
real estate, including condominiums; 

"(b) First mortgages or deeds of trust of 
actually cultivated, improved and unencumbered 
agricultural lands in the Philippines; 

II (c) Purchase money mortgages, lease 
purchase agreements or similar securities executed 
or received by it on account of the sale or exchange of 
real property acquired pursuant to Sections 206 and 
208; 

" (d) Bonds or other instruments of 
indebtedness issued or guaranteed by the Government 
of the Philippines or its political subdivisions 
authorized by law to incur such obligations or issue 
such guarantees or of government-owned or -controlled 
corporations and instrumentalities including the 
Bangko Sentral ng Pilipinas; or 

"(e) Obligations issued or guaranteed by 
universal banks, commercial banks, offshore banking 
units, investment houses or other financial 
intermediaries duly registered with the Bangko 
Sentral ng Pilipinas; or 

~r-
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"(f) Obligations issued or guaranteed by foreign 
banks or corporations, each of which shall have total 
net worth of at least One hundred fifty million US 
dollars ($US 150,000, 000.00) or such other higher net 
worth as may be prescribed by the Insurance 
Commission, as shown in their financial statements 
as of the immediately preceding fiscal year; or 

"(g) Assignments of monetary instruments such 
as cash deposits, deposit certificates or other similar 
instruments of universal ban.kE~ commercial banks, 
investment houses or other:fin;IDcial intermediaries duly 

. registered with the Bangk6 Sentral ng Pilipinas; or 

"(h) Pledges of shares' of stock, bonds or other 
instruments of indebtedness specified in Section 209; 
or 

!I(i) Chattel mortgages over equipment not 
more than three (3) yeab:s old; and 

"6) Such other security as may be approved 
by the Commissioner. i 

"The loans provided in the preceding subsection 
shall be subject to the following conditions: 

"(1) The amount ofloan secured by real estate 
mortgage over a non-agricultural land shall not exceed 
seventy percent (70%) of its appraised value, and in 
the case of a loan secured by a real estate mortgage 
over an agricultural land, the amount of loan shall 
not exceed forty percent (40%) of its market value: 
Provided, That, in no case shall such loan have a 
maturi-w period in excess of twenty-five (25) years; 

"(2) Unless approved by the Commissioner, no 
loan may be granted upon the security of a mortgage 
on improved real estate if the improvements thereon 
do not belong to the owner of the land, and the owner 

&>f the improvements does not sign the deed of 
mortgage. However, if the owner of the land is the 
Government ofthe Philippines or any ofits political 
subdivisions and. a long-term lease has been executed 
in favor of the owner of the improvements, the owner 
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of the land need not be a party to the deed of mortgage. 
The expiration date of the lease shall not, however, 
precede the maturity of the loan. The phrase 
limproved real estatel as used herein shall mean land 
with permanent building or buildings erected thereon; 

"(3) Lease-agreements or similar securities 
received on the sale of real estate property shall not 
exceed one hundred percent (100%) of the selling price 
of said property, or one hundred percent (100%) of its 
market value at the time of its disposition, whichever 
amount is lower. However, in no case shall such 
agreement have amaturity period not exceeding thirty 
(30) years; 

"(4) Loans secured by shares of stock of solvent 
corporations or institutions shall not exceed fifty 
percent (50%) of: 

"(i) The weighted average market price for the 
one hundred eighty (180) days preceding the approval 
of the loan for shares listed in the stock exchange; 
and 

"(ii) For unlisted shares, the adjusted book 
value of such shares. 

"(5) Loans secured by the chattel mortgages 
over equipment shall not exceed seventy percent (70%) 
ofthe market value of said equipment. 

"SEC. 205. No loan by any insurance company 
on the security of real estate shall be made unless 
the title to such real estate shall have first been 
registered in accordance with the existing Land 
Registration Act, or shall have been previously 
registered under the provisions of the existing 
Mortgage Law and the lien or interest of the 

insurance company as mortgagee has been registered. 

"SEC. 206. (a) An insurance company may 
purchase, hold, own and convey such property, real 
and personal, as may have been mortgaged, pledgeq., 
or conveyed to it in good faith in trust for its benefit by 
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reason of money loaned by it in pursuance of the regular 
business of the company, and such real or personal 
property as may have been purchased by it at sales 
under pledges, mortgages or deeds of trust for its benefit 
on account of money loaned by it; and such real and 
personal property as may have been conveyed to it by 
borrowers in satisfaction and discharge onoans made 
by the company in payment or by reason of any loan 
made by the company in payment or by reason of any 
loan made by it shall be sold b:ytthe company within 
twenty (20) years after the title thereto has been vested 
in it.' 

II (b) An insurance company may purchase, 
hold, and own the following: 

"(1) Real properties whicn serve as its main 
place of business andJor branch offices: Provided, 
That such investment shall not in the overall exceed 
tweIfty percent (20%) ~f its net worth as shown by 
its latest financial statergent approved by the 
Commissioner. 

"(2) Bonds or other instruments of 
indebtedness of the Government of the Philippines or 
its political subdivisions authorized by law to issue 
bonds at the reasonable market value thereof. 

"(3) Bonds or other instruments of debt of 
government-owned or -controlled corporations and 
entities, including the Bangko Sentral ng Pilipinas. 

"(4) Bonds, debentures or other instruments 
of indebtedness· of any solvent corporation or 
institution created or existing under the laws ofthe 
Philippines: Provided, however, That the issuing, 
assuming or guaranteeing entity or its predecessors . 
shall not have defaulted in the payment of interest 

. on any of its securities and that during each of any 
Hhree (3) including the last two (2) of the five (5) fiscal 
years next preceding the date of acquisition by such 
insurance company of such bonds, debentures, or 
other instruments of indebtedness, the net earnings 
of the issuing, assuming or guaranteeing institution 
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available for its fixed charges, as hereinafter defined, 
shall have been not less than one and one-quarter 
(1 ~) times the total of its fixed charges for such year: 
Provided, further, That no life insurance company 
shall invest in or loan upon the obligations of anyone 
institution in the kinds permitted under this 
subsection an amount in excess of twenty-five percent 
(25 %) of the total admitted assets of such insurer as 
of December thirty-first next-preceding the date of 
such investment. 

"As used in this subsection the term net 
earnings available for fixed charges s.hall mean net 
income after deducting operating and maintenance 
expenses, taxes other than income taxes, depreciation 
and depletion; but excluding extraordinary 
nonrecurring items of income or expense appearing 
in the regular financial statement of the issuing, 
assuming or guaranteeing institution. The terni fixed 
charges shall include interest on funded and unfunded 
debt, amortization of debt discount, and rentals for 
leased properties. 

"(5) Preferred or guaranteed stocks of any 
solvent corporation or institution created or existing 
under the laws ofthe Philippines: Provided, That if 
the stocks are guaranteed, the amount of stocks so 
guaranteed is not in excess of fifty percent (50%) of 
the amount of the preferred or common stocks, as 
the case may be, of the guaranteeing corporation: 
Provided, finally, That no life insurance company 
shall invest in or loan upon obligations of anyone 
institution in the kinds permitted under this 
subsection an amount in excess of ten percent (10%) 
of the total admitted assets of such insurer as of 
December thirty-first next preceding the date of such 
investment. 

"(6) Common stocks of any solvent corporation 
or institution created or existing under the laws of 
the Philippines: Provided, however, That no life 
insurance company shall invest in or loan upon the 
obligations of anyone corporation or institution in 
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the kinds permitted under this subsection an amount 
in excess often percent (10%) of the total admitted 
assets of such insurer as of December thirty-first 
next preceding the date of such investment. 

"(7) Securities issued by a registered 
enterprise, as this term is defined in Executive Order 
No. 226, otherwise known as the Omnibus 
Investments Code of 1987, as amended: Provided, 
That the total investment of a domestic non-life 
insurance company in any regisMred enterprise shall 
not exceed twenty percent (pO%) of the net worth of 
said insurance company fis shown by its aforesaid 
financial statement unless pr.eviously-.authorized by 
the Commissioner. 

"(8) Certificates, notes and other obligations 
issued by the trustees or receivers of any institution 
created or existing under the laws of the Philippines 
which" or the assets of which, are being administered 
unde~the direction of any coLUt having jurisdiction: 
Provided, however, Th~'t such certificates, notes or 
other obligations are adequately secured as to 
principal and interests. 

"(9) Equipment trust obligations or certificates 
which are adequately secured or other adequately 
secured instruments evidencing an interest in 
equipment w holly or in part within the Philippines: 
Provided, however, That there is a right to receive 
determined portions of rental, purchase or other fixed 
obligatory payments for the use or purchase of such 
equipment. 

H(10) Any obligation of any corporation or 
institution created or existing under the laws of the 
Philippines which is, on the date of acquisition by 
the insurer, adequately secured and has qualities and 
characteristics wherein the speculative elements are 
Iiot predominant. 

"(11) Such other securities as may be approved 
by the Commissioner. 
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n(c) Any domestic insurer which has 
outstanding insurance, annuity or reinsurance 
contracts in currencies other than the national 
currency of the Philippines may invest in, or 
otherwise acquire or loan upon securities and 
investments in such currency which are substantially 
of the same kinds, classes and investment grades as 

,those eligible for investment under the foregoing 
subdivisions of this section; but the aggregate amount 
of such investments and of such cash in such currency 
which is at any time held by such insurer shall not 
exceed one and one-half (1Y2) times the amount of its 
reserves and other obligations under such contracts 
or the amount which such insurer is required by the 
law of any country or possession outside the Republic 
of the Philippines to be invested in such country or 
possession, whichever shall be greater. 

nSEC. 207. An insurance company may: 

"(1) Invest in equities of other financial 
institutions; and 

n(2) Engage in the buying and selling of 
long-term debt instruments: Provided, That any or all 
of such investments shall be with the prior approval of 
the Commissioner. Insurance companies lIlay, however, 
invest in listed equities of other financial institutions 
without need of prior approval by the Commissioner. 

"SEC. 208. Any life insurance company may: 

II (a) Acquire or construct housing projects and, 
in connection with any such project, may acquire land 
or any interest therein by purchase, lease or 
otherwise, or use land acquired pursuant to any other 
provision of this Code. Such company may thereafter 
own, maintain, manage, collect or receive income 
from, or sell and convey, any land or interest therein 
so acquired and any improvements thereon. The 
aggregate book value ofthe investments of any such 
company in all such projects shall not exceed at the 
time of such investments twenty-five percent (25%) 
of the total admitted assets of such company on the 
thirty-first day of December next preceding: Provided, 

~ 
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That the funds of the company for the payment of 
pending claims and obligations shall not be used for 
such investments. 

n(b) Acquire real property, other than property 
to be used primarily for providing housing and 
property for accommodation of its own' business, as 
an investment for the production of income, or may 
acquire real property to be improved or developed for 
such investment purpose pursuant to a program 
therefor, subject to the conditi6n.that the cost of each 
parcel of real property so agIirired under the authority 
cifthis paragraph (b), inCluding the estimated cost to 
the company of the impr<?vement'..or development 
thereof, when added to the book value of all other 
real property held by it pursuant to this paragraph 
(b), shall not exceed twenty-fi~e percent (25%) of its 
admitted assets as of the thirty-first day of December 
next preceding. 

"SEC. 209. Every domestic insurance company 
shall, to the extent of an a:~ount equal in value to 
twenty-five percent (25%) of the minimum net worth 
required under Section 194, invest its funds only in 
securities, satisfactory to the Commissioner, 
consisting of bonds or other instruments of debt 
of the Government of the Philippines or its 
political subdivisions or instrumentalities, or of 
government-owned or -controlled corporations and 
entities, including the Bangko Sentral ng Pilipinas: 
Provided, That such investments shall at all times 
be maintained free from any lien or encumbrance: 
Provided, further, That such securities shall be 
deposited with and held by the Commissioner for the 
faithful performance by the depositing insurer of all 
its obligations under its insurance contracts .. The 
provisions of Section 198 shall, so far as practicable, 
apply to the securities deposited under this section. 

"Except as otherwise provided in this Code, no 
judgment creditor or other claimant shall have the 
right to levy upon any of the securities of the insurer 
held on deposit under this section or held on deposit 
pursuant to the requirement of the Commissioner. 
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"SEC. 210. After satisfying the requirements 
contained in the preceding section, any domestic 
non-life insurance company, shall invest, to an 
amount prescribed below, its funds in, or otherwise, 
acquire or loan upon, only the classes of investments 
described in Section 206, including securities issued 
by any registered enterprise, as this term is defined 
in Executive Order No. 226, otherwise known as 'The 
Omnibus Investments Code of 1987' and such other 
classes of investments as may be authorized by the 
Commissioner for purposes of this section: Provided, 
That: 

"(a) No more than twenty percent (20%) of the 
net worth of such company as shown by its latest 
financial statement approved by the Commissioner 
shall be invested in the lot and building in which the 
insurance company conducts its business; and 

"(b) The total investment of an insurance 
company in any registered enterprise shall not exceed 
twenty percent (20%) of the net worth of said 
insurance company as shown by its aforesaid financial 
statement nor twenty percent (20%) ofthe paid-up 
capital of the registered enterprise excluding the 
intended investment, unless previously authorized by 
the Commissioner: Provided, further, That such 
investments, free from any lien or encumbrance, 
shall be at least equal in amount to the aggregate 
amount of: (1) its legal reserve, as provided in Section 
219, and-{2j'its reserve fund held for reinsurance as 
provided for in the pertinent treaty provision in the 
case of reinsurance ceded to authorized insurers. 

"SEC. 211. After satisfying the requirements 
contained in Sections 197, 199, 209 and 210, any 
non-life insurance company may invest any portion 
of its funds representing earned surplus in any of the 
investments described in Sections 204, 206 and 207, 
or in any securities issued by a registered enterprise 
mentioned in the preceding sections: Provided, That 
no investment in stocks or bonds of any single entity 
shall in the aggregate, exceed twenty percent (20%) 
of the net worth of the'insurance company as shown 
in its latest financial statement approved by the. 

~ 
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Commissioner or twenty percent (20%) ofthe paid-up 
capital of the issuing company, whichever is lesser, 
unless otherwise approved by the Commissioner. 

"SEC. 212. After satisfying the mlmmum 
capital investment required in Section 209, any life 
insurance company may invest its legal policy reserve, 
as provided in Section 217 or in Section 218, in any of 
the classes of securities or types of investments 
described in Sections 204, 206, 207 and 208, subject 
to the limitations therein contained, and in any 
securities issued by any re:gi~tered enterprise 
mentioned in Section 21p;· free from any lien or 
encumbrance, in such aItiounts as may be approved 
by the Commissioner. Sucl). company may likewise 
invest any portion of its earned surplus in the 
aforesaid securities or investments subject to the 
aforesaid limitations. ' 

"SEC. 213. Any investment made in violation 
of the applicable pro~sions of this title shall be 
con~idered non-admitted assets. ,. . 

"SEC. 214. (a).An bonds or other instruments 
of indebtedness having a fixed term and rate of 
interest and held by any life insurance company 
authorized to do business in this country, if amply 
secured and if not in default as to principal or interest, 
shall be valued based on therr amortized cost using 
effective interest method less impairment and 
unrecoverable amount based on appropriate 
measurement methods which are generally accepted 
in the industry and accepted by the Commissioner. 
The Commissioner shall have the power to determine 
the eligibility of any such investments for valuation 
on the basis of amortization, and may by regulation 
prescribe or limit the classes of securities so eligible 
for amortization. All bonds or other instruments of 
indebtedness which in the judgment of the 

" Commissioner are not amply secured shall not be 
... eligible for amortization and shall be valued in 

accordance with paragraph two. The Commissioner 
may, if he finds that the interest of policyholders so 
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permit or require, by official regulation permit or 
require any class or classes of insurers, other than 
life insurance companies authorized to do business 
in this country, to value their bonds or other 
instruments of indebtedness in accordance with the 
foregoing rule. 

"(b) The investments of all insurers authorized 
to do business in this country, except securities subject 
to amortization and except as otherwise provided in 
this chapter, shall be valued, in the discretion of the 
Commissioner, at their amortized cost using effective 
interest method less impairment and unrecoverable 
amount or at valuation representing their fair market 
value. If the Commissioner finds that in view ofthe 
character of investments of any insurer authorized to 
do business in this country it would be prudent for 
such insurer to establish a special reserve for possible 
losses or fluctuations in the values of its investments, 
he may require such insurer to establish such reserve, 
reasonable in amount, and include a report thereon in 
any statement or report of the financial condition of 
such insurer. The Commissioner may, in connection 
with any examination or required financial statement 
of an authorized insurer, require such insurer to 
furnish him complete financial statements lilld audited 
report of the financial condition of any corporation of 
which the securities are owned wholly or partly by 
such insurer and may cause an examination to be 
made of any subsidiary or affiliate of such insurer as 
appropriate to specific investments as provided in 
appropriate circulars issued by the Commissioner. 

"(C) Investments in equity of an insurance 
company shall be valued as follows: 

"(1) Listed stocks shall be valued at market 
value and periodically adjusted to reflect market 
changes through a special valuation account to reflect 
their realizable value when sold; 
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"(2) Unlisted stocks shall be valued at adjusted 
book value based on the latest unqualified audited 
financial statements of the company which issued 
such stocks; and 

"(3) Stocks of a corporation Under the control 
of the insurer shall be valued using the equity method 
which is the cost plus or minus the share of the 
controlling company in the earnings or losses ofthe 
controlled company after acq9.sition of such stocks. 

I:. 

"(d) The stock of an j.B.surance company shall 
be valued at the lesser ofits market value or its book 
value as shown by its last approved a.udited financial 
statement or the last r~port on examination, 
whichever is more recent. The book value of a share 
of common stock of an insurance company shall be 
ascertained by dividing (1) the amount of its capital 
and surplus less the vaj.ue of all of its preferred stock, 
if any, outstanding, by (2) the number of shares of its 
common stock issued and outstanding. 

i 
"Notwithstanding the foregoing provisions, an 

insurer may, at its option, value its holdings of stock 
in a subsidiary insurance company in an amount not 
less than acquisition cost if such acquisition cost is 
less than the value determined as hereinbefore provided. 

"(e) Real estate acquired by foreclosure or by 
deed in lieu thereof, in the absence of a recent appraisal 
deemed by the Commissioner to be reliable, shall not 
be valued at an amount greater than the unpaid 
principal of the defaulted loan at the date of such 
foreclosure or deed, together with any taxes and 
expenses paid or incurred by such insurer at such time 
in connection with such acquisition, and the cost of 
additions or improvements thereafter paid by such 
insurer and any amount or amounts thereafter paid 

~ by such insurer or any assessments levied for 
,. improvements in connection with the property. 

"(f) Purchase money mortgages received on 
dispositions of real property held pursuant to Section 
208 shall be valued in an amount eqUivalent to ninety 
percent (90%) of the value of such real property. 
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Purchase money mortgages received on disposition 
of real property otherwise held shall be valued in an 
amount not exceeding ninety percent (90%) of the 
value of such real property as determined by an 
appraisal made by an appraiser at or about the time 
of disposition of such real property. 

"(g) The stock of a subsidiary of an insurer 
sliall be valued on the basis of the greater of: 

"(I) The value of only such of the assets of such 
subsidiary as would constitute lawful investments 
for the insurer if acquired or held directly by the 
insurer; or 

"(2) Such other value determined pursuant to 
standards and cumulative limitations, contained in 
a regulation to be promulgated by the Commissioner. 

"(h) Notwithstanding any provision contained 
in this section or elsewhere in this chapter, if the 
Commissioner finds that the interests of policyholders 
so permit or require, he may permit or require any 
class or classes of insurers authorized to do business 
in this country to value their investments or any class 
or classes thereof as of any date heretofore or hereafter 
in accordance with any applicable valuation or method. 

"SEC. 215. It shall be the duty of the offIcers 
of the insurance company to report within the fIrst 
fIfteen (15) days of every month all such investments 
as may be made by them during the preceding month, 
and the Commissioner may, if such investments or 
any of them seem injudicious to him, require the sale 
or disposal of the same. The report shall also include 
a list of investments sold or disposed of by the company 
during the same period. 

"TITLE 5 

"RESERVES 

"SEC. 216. Every life insurance company, 
doing business in the Philippines, shall annually 
make a valuation of all policies, additions thereto, 
unpaid dividends, and all other obligations 
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outstanding on the thirty-first day of December of 
the preceding year. All such valuations shall be made 
according to the standard adopted by the company, 
as prescribed by the Commissioner in accordance with 
internationally accepted actuarial standards, which 
standard shall be stated in its annual report. 

"Such standard of valuations shall be according 
to a standard table of mortality with interest to be 
determined by the Insurance Commissioner. When 
the preliminary term basis is used, the term insurance 
shall be limited to the fIrst p~olicy year. 

t'" 

"The results of such valuations shall be reported 
to the Commissioner on or before the thirtieth day 6f 
April of each year accompamed by ~ sworn statement 
of a designated company officer and stating the methods 
and assumptions used in arriving at the values reported. 

"SEC. 217. The aggregate net value so 
ascertained of the p6licies of such company shall be 
deemed its reserve liability, to provide for which it 
shall hold funds in srcurel~vestments equal to such 
net value, above all its other liabilities; and it shall 
be the duty of the Commissioner, after havingverifi.ed, 
to such an extent as he may deem necessary, the 
valuation of all policies in force, to satisfy himself 
that the company has such amount in safe legal 
securities after all other debts and claims against it 
have been provided for. 

"The reserve liability for variable contracts 
defined in Section 238 shall be established in 
accordance with actuarial procedures that recognize 
the variable nature of the benefits provided, and shall 
be approved by the Commissioner. 

"SEC. 218. Every life insurance company, 
conducted on the mutual plan or a plan in which 
policyholders are by the terms oftheirpolicies entitled 

~ to share in the profIts or surplus shall, on all policies 
of life insurance heretofore or hereafter issued, under 
the conditions of which the distribution of surplus is 
deferred to a fIxed or specifIed time and contingent 
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upon the policy being in force and the insured living at 
that time, annually ascertain the amount of the surplus 
to which all such policies as a separate class are 
entitled, and shall annually apportion to such policies 
as a class the amount of the surplus so ascertained, 
and carry the amount of such apportioned surplus, 
plus the actual interest earnings and accretions to such 
fund, as a distinct and separate liability to such class 
of policies on and for which the same was accumulated, 
and no company or any of its officers shall be permitted 
to use any part of such apportioned surplus fund for 
any purpose whatsoever other than for the express 
purpose for which the same was accumulated. 

"SEC. 219. Every insurance company, other 
than life, shall maintain a reserve for unearned 
premiums on its policies in force, which shall be 
charged as a liability in any determination of its 
financial condition. Such reserve shall be calculated 
based on the twenty-fourth (24th) method. 

"SEC. 220. In addition to its liabilities and 
reserves on contracts of insurance issued by it, every 
insurance company shall be charged with the 
estimated amount of all of its other liabilities, 
including taxes, expenses and other obligations due 
or accrued at the date of statement, and including 
any special reserves required by the Commissioner 
pursuant to the provisions of this Code. 

TITLE 6 

"LIMIT OF SINGLE RISK 

"SEC.221. No insurance company other than 
life, whether foreign or domestic, shall retain any 
risk on anyone subject of insurance in an amount 
exceeding twenty percent (20%) of its net worth. 
For purposes of this section, the term subject of 
insurance shall include all properties or risks insured 
by the same insurer that customarily are considered 
by non-life company underwriters to be subject to loss 
or damage from the same occurrence of any hazard 
insured against. 
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"The Commissioner may issue regulations 
providing for a maximum limit on the overall retained 
risks of insure.rs to serve as a catastrophe cover 
requirement for the same. 

"Reinsurance ceded as authorized under the 
succeeding title shall be deducted in determining the 
risk retained. As to surety risk, deduction shall also 
be made of the amount assumed by ap.yother company 
authorized to transact surety business and the value 
of any security mortgaged, pl~fl.ged, or held subject to 
the surety's control and for the surety's protection. 

"TiTLE 7 

"REINSURANCE :r'RANSACTIONS 

"SEC. 222. An insurance company doing 
business in the Philippines may accept reinsurances 
only of such risks, and retain risk thereon within 
such limits, as it is otp.erwise authorized to insure. 

"SEC. 223. No insurance company doing 
business in the Philip:flines s"hali cede all or part of any 
risks situated in the Philippines by way of reinsurance 
directly to any foreign insurer not authorized to do 
business in the Philippines unless such foreign insurer 
or, if the services of a nonresident broker are utilized, 
such nonresident broker is represented in the Philippines 
by a resident agent duly registered with the 
Commissioner as required in this Code. 

"The resident agent of such unauthorized foreign 
insurer or nonresident broker shall immediately upon 
registration furnish the Commissioner with the 
annual statement of such insurer, or of such company 
or companies where such broker may place Philippine 
business as of the year preceding such registration, 
and annually thereafter as soon as available. 

"SEC. 224. All insurance companies, both life 
~ and non-life, authorized to do business in the 

Philippines shall cede their excess risks to other 
companies similarly authorized to do business in the 
Philippines in such amounts and under such 
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arrangements as would be consistent with sound 
underwriting practices before they enter into 

. reinsurance arrangements with unauthorized foreign 
insurers. 

"SEC. 225. Any insurance company doing 
business in the Philippines desiring to cede their 
excess risks to foreign insurance or reinsurance 
companies not authorized to transact business in the 
Philippines may do so under such terms and 
conditions which the Commissioner may prescribe. 

"Should any reinsurance agreement be for Zl.ny 
reason cancelled or terminated, the ceding company 
concerned shall inform the Commissioner in writing 
of such cancellation or termination within thirty (30) 
days from the date of such cancellation or termination 
or from the date notice or information of such 
cancellation or termination is received by such 
company as the case may be. 

"SEC. 226. Every insurance company 
authorized to do business in the Philippines shall 
report to the Commissioner on forms prescribed by 
him the particulars of reinsurance treaties or any 
new treaties or changes in existing treaties within 
three (3) months from their effectivity. 

"SEC. 227. No credit shall be allowed as an 
admitted asset or as a deduction from liability, to 
any ceding insurer for reinsurance made, ceded, 
renewed, or otherwise becoming effective after 
January 1, 1975, unless the reinsurance shall be 
payable by the assuming insurer on the basis ofthe 
liability ofthe ceding insurer under the contract or 
contracts reinsured without diminution because of 
the insolvency of the ceding insurer nor unless under 
the contract or contracts of reinsurance the liability 
for such reinsurance is assumed by the assuming 
insurer or insurers as of the same effective date; nor 
unless the reinsurance agreement provides that 
payments by the assuming insurer shall be made 
directly to the ceding insurer or to its liquidator, 
receiver, or statutory successor except: 
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"(a) YVhere the contract specifically provides 
another payee of such reinsurance in the event of the 
insolvency of the ceding insurer; and 

"(b) Where the assuming insurer with the 
consent of the direct insured or insureds has assumed 
such policy obligations of the ceding insurer as direct 
obligations of the assuming insurer to the payees 
under such policies and in substitution for the 
obligations of the ceding insurer to such payees. 

.~ 

"SEC. 228. No life in'~urance company doing 
business in the Philippmes shall reinsure its whole 
risk on any individual lite or joint lives, or substantially 
all of its insurance in force, without having first 
obtained the written permission of the Commissioner. 

"TITLE 8 
"ANNUAL STATEMENT 

I 
.. "SEC. 229. Every insurance company doing 

business in the Philippin~?~hall terminate its fiscal 
period on the thirty-first day of December every year, 
and shall annually on or before the thirtieth day of 
April of each year render to the Commissioner a 
statement signed and sworn to by the chief officer of 
such company showing, in such form and details as 
may be prescribed by the Commissioner, the exact 
condition ofits affairs on the preceding thirty-first 
day of December. 

"The annual statement shall be prepared in 
accordance with the fInancial reporting framework 
as determined by the Commissioner. In addition, 
the Commissioner may require other relevant 
information. The form and details of such other 
relevant information shall be prescribed by the 
Commissioner and shall form part of the 
supplementary schedules to the annual statement. 

~ "Any entry in the statement which is found to 
be false shall constitute a misdemeanor and the officer 
signing such statement shall be subject to the penalty 
provided for under Section 442. 



"SEC. 230. Every insurance company 
authorized under Title 10 of this chapter to issue, 
deliver or use variable contracts shall annually file 
with the Commissioner separate annual statement 
of its separate variable accounts. Such statement . 
shall be on a form prescribed or approved by the 
Commissioner and shall include details as to all of 
the income, disbursements, assets and liability items 
of and associated with the said separate variable 
accounts. Said statement shall be under oath of two 
(2) officers of the company and shall be filed 
sim ultaneously with the annual statement required 
by the preceding section. 

"SEC. 231. Within thirty (30) days after receipt 
of the annual statement approved by the 
Commissioner, every insurance company doing 
business in the Philippines shall publish in a 
newspaper of general circulation, a full synopsis of 
its annual financial statement showing fully the 
conditions of its business, and setting forth its 
resources and liabilities in accordance with such form 
prescribed by the Commissioner. 

"The Commissioner shall have the authority 
to make, amend, and rescind such accounting rules 
and regulations as may be necessary to carry out the 
provisions of this Code, and define accounting, 
technical and trade terms used in this Code: Provided, 
That such shall be in accordance with internationally 
accepted accounting standards. Among other things, 
the Commissioner may prescribe the form or forms 
in which required information shall be set forth, the 
items or details to be shown in the balance sheet and 
income statement, and the methods to be followed in 
the preparation of accounts, appraisal or valuation of 
assets and liabilities, determination of recurring and 
nonrecurring income, differentiation of investment 
and operating income, and in the preparation, where 
the Commissioner deems it necessary or desirable, of 
consolidated balance sheets or income accounts of any 
person directly or indirectly controlling or controlled 
by the insurance company. 

,~ 
;i 
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"TITLE 9 

"POLICY FORMS 

"SEC. 232. No policy, certificate or contract of 
insurance shall be issued or delivered within the 
Philippines unless in the form previously approved by 
the Commissioner, and no application form shall be 
used with, and no rider, clause, warranty or 
endorsement shall be attached to, printed or stamped 
upon such policy, certificate or contract unless the form 
of such application, rider, clau'se, warranty or 
endorsement has been approv¥i by the Commissioner. 

" .' .... 
"SEC. 233. In the pase of individual life or 

endowment insurance;" the policy shall contain in 
substance the following co~ditions:. 

. "(a) A provision that the policyholder is entitled 
to a grace period either of thirty· (30) days or of one (1) 
month within which the payment of any premium 
~er the first may be made, subject at the option of 
the insurer to an inte'rest charge not in excess of six 
percent (6%) per annum for the number of days of 
grace elapsing beforfi;! the paYment of the premium, 
during which period 6£ grace the policy shall continue 
in full force, but incase the policy becomes a claim 
during the said period of grace before the overdue 
premium is paid, the amount of such premium with 
interest may be deducted from the amount payable 
under the policy in settlement; 

"(b) A provision that the policy shall be 
incontestable after it shall have been in force during 
the lifetime of the insured for a period of two (2) years 
from its date ofissue as shown in the policy, or date 
of approval of last reinstatement, except for 
nonpayment of premium and except for violation of 
the conditions of the policy relating to military or 
naval service in time of war; 

"(c) A provision that the policy shall constitute 
~ the entire contract between the parties, but if the 

company desires to make the application a part of the 
contract it may do so provided a copy of such application 
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shall be :indorsed upon or attached to the policy when 
issued, and in such case the policy shall contain a 
provision that the policy and the application therefor 
shall constitute the entire contract between the parties; 

ned) A provision that if the age of the :insured 
is considered in determ:ining the premium and the 
benefits accru:ing under the policy, and the age of the 
insured has been misstated, the amount payable 
under the policy shall be such as the premium would 
have purchased at the correct age; 

" (e) If the policy is participating, a provision 
that the company shall periodically ascertain and 
apportion any divisible surplus accru:ing on the policy 
under conditions specified therein; 

"(f) A provision specifying the options to which 
the policyholder is entitled to :in the event of default 
in a premium payment after three (3) full annual 
premiums shall have been paid. Such option shall 
consist of: 

"(1) A cash surrender value payable upon 
surrender of the policy which shall not be less than 
the reserve on the policy, the basis of which shall be 
indicated, for-the then current policy year and any 
dividend additions thereto, reduced by a surrender 
charge which shall not be more than one-fifth (115) of 
the entire reserve or two and one-half percent (2% %) 
of the amount insured a:nd any dividend additions 
thereto; and 

n(2) One or more paid-up benefits on a plan or 
plans specified :in the policy of such value as may be 
purchased by the cash surrender value. 

"(g) A provision that at any time after a cash 
surrender value is available under the policy and 
while the policy is in force, the camp any will advance, 
on proper assignment or pledge of the policy and on 
sale security thereof, a sum equal to, or at the option 
of the owner of the policy, less than the cash 
surrender value on the policy, at a specified rate of 
interest, not more than the maximum allowed by 
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law, to be determined by the company from time to 
time, but not more often than once a year, subject to 
the approval of the Commissioner; and that the 
company will deduct from such loan value any 
existing indebtedness on the policy and any unpaid 
balance ofthe premium for the current policy year, 
and may cQllect interest in advance on the loan to 
the end of the current policy year, which provision 
may further provide that such loq.n may be deferred 
for not exceeding six (6) months after the application 
therefor is made; (. , ~. 

"(h) A table sho'Y"irig in figures cash surrender 
values and paid-up options available under the policy 
each year upon default:in premium payments, during 
at least twenty (20) years ofthe policy beginning with 
the year in which the values a:t;ld options first become 
available, together with a provision that in the event 
of the failure of the policyholder to elect one of the 
said options within the time specified in the policy, 
one of said options shall automatically take effect and 
no policyholder shall everlorfeit his right to same by 
reason of his failurJ to so elect; 

"(i) In case the proceeds of a policy are payable 
:in installments or as an annuity, a table showing the 
minimum amounts oithe installments or annuity 
payments; 

"6) A provision that the policyholder shall be 
entitled to have the policy reinstated at any time 
within three (3) years from the date of default of 
premium payment unless the cash surrender value 
has been duly paid, or the extension period has expired, 
upon production of evidence of insurability 
satisfactory to the company and upon payment of all 
overdue premiums and any indebtedness _to the 
company upon said policy, with interest rate not 
exceeding that which would have been applicable to 

~ said premiums and :indebtedness in the policy years 
prior to reinstatement. 
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"Any of the foregoing provisions or portions 
thereof not applicable to single premium or term 

. policies shall to that extent not be incorporated 
therein; and any such policy may be issued and 
delivered in the Philippines which in the opinion of 
the Commissioner contains provisions on anyone or 
more of the foregoing requirements more favorable to 
the policyholder than hereinbefore required. 

"This section shall not apply to policies of group 
life or industrial life insurance. 

"SEC. 234. No policy of group life insura;nce 
shall be issued and delivered in the Philippines unless 
it contains in substance the following provisions, or 
provisions which in the opinion of the Commissioner 
are more favorable to the persons insured, or at least 
as favorable to the persons insured and more favorable 
to the policyholders: 

"(a) A provision that the policyholder is entitled 
to a grace period of either thirty (30) days or of one (1) 
month for the payment of any premium due after the 
first, during which grace period the death benefit 
coverage shall continue in force, unless the 
policyholder shall have given the insurer written 
notice of discontinuance in advance of the date of 
discontinuance and in accordance with the terms of 
the policy. The policy may provide that the 
policyholder shall be liable for the payment of a pro 
rata premium for the time the policy is in force during 
such grace period; 

"(b) A provision that the validity of the policy 
shall not be contested, except for nonpayment of 
premiums after it has been in force for two (2) years 
from its date ofissue; and that no statement made by 
any insured under the policy relating to his 
insurability shall be used in contesting the validity 
of the insurance with respect to which such statement 
was made after such insurance has been in force prior 
to the contest for a period of two (2) years during 
such person's lifetime nor unless contained in a 
written instrument signed by him; 

j 

77 

"(c) A provision that a copy of the application, 
if any, of the policyholder shall be attached to the 
policy when issued, that all statements made by the 
policyholder or by persons insured shall be deemed 
representations and not warranties, and that no 
statement made by any insured shall be used in any 
contest unless a copy of the instrument containing 
the statement is or has been furnished to such person 
or to his beneficiary; 

.t 
"(d) A provision setting·forth the conditions, if 

any, under which the ll).stirer reserves the right to 
require a person eligib'ie for insurance to furnish 
evidence of individuaL insurability shtisfactory to the 
insurer as a condition to part or all of his coverage; 

"(e) A provision specifying an equitable 
adjustment of premiums or of benefits or of both to be 
made in the event th~t the age of a person insured 
has\been misstated, such provision to contain a clear 
statement of the method of,acijustment to be used; 

i 
"(f) A provision that any sum becoming due 

by reason of death of the person insured shall be 
payable to the beneficiary designated by the insured, 
subject to the provisions of the policy in the event 
that there is no designated beneficiary, as to all or 
any part of such sum, living at the death of the 
insured, and subject to any right reserved by the 
insurer in the policy and set forth in the certificate 
to pay at its option a part of such sum not exceeding 
Five hundred pesos (p500.00) to any person appearing 
to the insurer to be equitably entitled thereto by 
reason of having incurred funeral or other expenses 
incident to the last illness or death of the person 
insured; 

"(g) A provision that the insurer will issue to 
~ the policyholder for delivery to each person insured a 
.. statement as to the insurance protection to which he 
is entitled, to whom the insurance benefits are 
payable, and the rights set forth in paragraphs (h), 
(i) and G) following; 
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n(h) A provision that if the insurance, or any 
portion of it, on a person covered under the policy 
ceases because of termination of employment or of 
membership in the class or classes eligible for coverage 
under the policy, such person shall be entitled to have 
issued to him by the insurer, without evidence of 
insurability, an individual policy of life insurance 
without disability or other supplementary benefits, 
provided application for the individual policy and 
payment of the first premium. to the insurer shall be 
made within thirty (30) days after such termination, 
and provided further that: 

n(l) The individual policy shall be on anyone of 
the forms, except term insurance, then customarily 
issued by the insurer at the age and for an amount not 
in excess of the coverage under the group policy; and 

"(2) The premium. on the individual policy shall 
be at the insurer's then customary rate applicable to 
the form and amount ofthe individual policy, to the 
class of risk to which such person then belongs, and 
to his age attained on the effective date of the 
individual policy. 

"(i) A provision that if the group policy 
terminates or is amended so as to terminate the 
insurance of any class of insured persons, every person 
insured thereunder at the date of such termination whose 
insurance terminates and who has been so insured for 
five (5) years prior to such termination date shall be 
entitled to have issued to him by the insurer an individual 
policy of life insurance subject to the same limitations 
as set forth in paragraph (h), except that the group 
policy may provide that the amount of such individual 
policy shall not exceed the amount of the person's life 
insurance protection ceasing; 

"(j) A provision that if a person insured under 
the group policy dies during the thirty (30)-dayperiod 
within which he would have been entitled to an 
individual policy issued to him in accordance with 
paragraphs (h) and (i) above and before such 
individual policy shall have become effective, the 
amount of life insurance which he would have been 
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entitled to have issued to him as an iridividual policy 
shall be payable as a claim under the group policy 
whether or not application for the individual policy 
or the payment of the first premium has been made; 

liCk) In the case of a policy issued to a creditor 
to insure debtors of such creditor, a provision that 
the insurer will furnish to the policyholder for delivery 
to each debtor insured under the policy a form which 
will contain a statement that the life of the debtor is 
insured under the. policy and that any death benefit 
paid thereunder by reason ofhis~eath shall be applied 
to reduce or extinguish indeptedn'"ess. 

liThe provisions of paragraphs (f) to G) shall not 
apply to policies issued to a creditor to insure his 
debtors. If a group life policy is on a plan of insurance 
other than term, it shall contam a non-forfeiture 
provision or provisions which in the' opinion ofthe 
Commissioner is or are equitable to the insured or 
the policyholder: Prodided, That nothing herein 
contamed shall be so construed as to require group 
life policies to contain the same non-forfeiture 
pro~sions as are requfred of individual life policies. 

"SEC. 235. The term industrial life insurance 
as used in this Code shall mean that form of life 
insurance under which the premiums are payable 
either monthly or oftener, if the face amount of 
insurance provided in any policy is not more than 
five hundred times that of the current statutory 
minimum daily wage in the City of Manila, and if 
the words industrial policy are printed upon the policy 
as part of the descriptive matter. 

"An industrial life policy shall not lapse for 
nonpayment of premium if such nonpayment was due 
to the failure of the company to send its 
representative or agent to the insured at the residence 
. of the insured or at some other place indicated QY 
ium for the purpose of collecting such premium: 
Provided, That the provisions of this paragraph shall 
not apply when the premium on the policy remains 
unpaid for a period of three (3) months or twelve (12) 
weeks after the grace period has expired. 
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"SEC. 236. In the case of industrial life 
insurance, the policy shall contain in substance the 
following provisions: 

"(a) A provision that the insured is entitled to a 
grace period of four (4) weeks within which the 
payment of any premium after the first may be made, 
except that where premiums are payable monthly, the 
period of grace shall be either one (1) month or thirty 
(30) days; and that during the period of grace, the policy 
shall continue in full force, but if during such grace 
period the policy becomes a claim, then any overdue 
and unpaid premiums may be deducted from any 
amount payable under the policy in settlement; 

"(b) A provision that the policy shall be 
incontestable after it has been in force during the 
lifetime of the insured for a specified period, not more 
than two (2) years from its date of issue, except for 
nonpayment of premiums and except for violation of 
the conditions of the policy relating to naval or military 
service, or services auxiliary thereto, and except as to 
provisions relating to benefits in the event of disability 
as defined in the policy, and those granting additional 
insurance specifically against death by accident or by 
accidental means, or to additional insurance against 
loss of, or loss of use of, specific members of the body; 

II (c) A provision that the policy shall constitute 
the entire contract between the parties, or if a copy of 
the application is endorsed upon and attached to the 
policy when issued, a provision that the policy and 
the application therefor shall constitute the entire 
contract between the parties, and in the latter case, 
a provision that all statements made by the insured 
shall, in the absence of fraud, be deemed 
representations and not warranties; 

"(d) A provision that if the age of the person 
insured, or the age of any person, considered in 
determining the premium, or the benefits accruing 
under the policy, has been misstated, any amount 
payable or benefit accruing under the policy shall be 
such as the premium paid would have purchased at 
the correct age; 

-< 
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"(e) A prOVISIOn that if the policy is a 
participating policy, the company shall periodically 
ascertain and apportion any divisilile surplus accruing 
on the policy under the conditions specified therein; 

"(f) A provision that in the event of default in 
premium payments after three (3) full years' 
premiums have been paid, the policy shall be converted 
into a stipulated form of insurance, and that in the 
event of default in premium payments after five (5) 
full years' premiums have bee~ paid, a specified cash 
surrender value shall be av'Eiilable, in lieu of the 
stipulated form of insUfailce, at the option of the 
policyholder. The net value of such stipulated form of 
insurance and the amount' of such tash value shall 
not be less than the reserve on the policy and dividend 
additions thereto, if any, at the end of the last 
completed policy year for which premiums shall have 
been paid (the policy to specify the mortality table, 
rate of interest and method of valuation adopted to 
compute such reserve), exclusive of any reserve on 
disability benefits and,acciaental death benefits, less 

I 
an amount not to exceed two and one-half percent 
(2'>'2%) of the maximum amount insured by the policy 
and dividend additions thereto, if any, when the issue 
age is under ten (10) years, and less an amount not 
to exceed two and one-half percent (27'2%) of the 
current amount insured by the policy and dividend 
additions thereto, if any, if the issue age is ten (10) 
years or older, and less any existing indebtedness to 
the company on or secured by the policy; 

"(g) A provision that the policy may be 
surrendered to the company at its home office within 
a period of not less than sixty (60) days after the due 
date of a premium in default for the specified cash 
value: Provided, That the insurer may defer payment 
for not more than six (6) months after the application 

, therefor is made; 
'i\ 

"(h) A table that shows in figures the 
nonforfeiture benefits available under the policy every 
year upon default in payment of premiums during at 
least the first twenty (20) years of the policy, such 
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table to begin with the year in which such values 
become available, and a provision that the company 
will furnish upon request an extension of such table 
beyond the year shown in the policy; 

"(i) A provision that specifies which one of the 
stipulated forms of insurance provided for under the 
provision of paragraph (f) of this section shall take 
effect in the event of the insured's failure, within sixty 
(60) days from the due date of the premium in default, 
to notify the insurer in writing as to which one of 
such forms he has selected; 

"G) A provision that the policy may be 
reinstated at any time within two (2) years from the 
due date of the premiUm in default unless the cash 
surrender value has been paid or the period of 
extended term insurance expired, upon production of 
evidence of insurability satisfactory to the company 
and payment of arrears of premiums with interest at 
a rate not exceeding six percent (6%) per annum 
payable annually; 

"(k) A provision that when a policy shall become 
a claim by death of the insured, settlement shall be 
made upon receipt of due proof of death, or not later 
than two (2) months after receipt of such proof; 

"(1) A title on the face and on the back of the 
policy correctly describing its form; 

"(m) A space on the front or the back of the 
policyfor the name ofthe beneficiary designated by 
the insured with a reservation of the insured's right 
to designate or change the beneficiary after the 
issuance of the policy. The policy may also provide 
that no designation or change of beneficiary shall be 
binding on the insurer until endorsed on the policy 
by the insurer, and that the insurer may refuse to 
endorse the name of any proposed beneficiary who 
does not appear to the insurer to have an insurable 
interest in the life of the insured. Such policy may 
also contain a provision that if the beneficiary 
designated in the policy does not surrender the policy 
with due proof of death within the period stated in 

~ 

~i 

83 

the policy, which shall not be less than thirty (30) 
days after the death of the insured, or if the beneficiary 
is the estate of the insured, or is a minor, or dies 
before the insured, or is not legally competent to give 
valid release, then the insurer may make any 
payment thereunder to the executor or administrator 
of the insured, or to any of the insured's relatives by 
blood or legal adoption or connections by marriage or 
to any person appearing to the insurer to be equitably 
entitled thereto by reason ofhaymg incurred expense 
for the maintenance, medicaf"attention or burial of 
the insured; and .. .. 

.' 

"(n) A provision that when an industrial life 
insurance policy is issued providing for accidental or 
health benefits, or both, in addition to life insurance, 
the foregoing provisions shall ~pply ollly to the life 
insurance portion of the policy. 

'. "Any of the for~going provisions or portions 
thereof not applicable to nonparticipating or term 
poli~ies shall to tha~ exte;'t not be incorporated 
therein. The foregoing provisions shall not apply to 
policies issued or granted pursuant to the 
nonforfeiture provisions prescribed in provisions of 
paragraphs (f) and (i) of this section, nor shall 
provisions ofpar~graphs (f), (g), (h), and (i) hereof be 
required in term insurance of twenty (20) years or 
less but such term policies shall specify the mortality 
table, rate of interest, and method of computing 
reserves. 

"SEC. 237. No policy of industrial life 
insurance shall be issued or delivered in the 
Philippines if it contains any of the following 
provisions: 

II (a) A provision that gives the insurer the right 
, to declare the policy void because the insured has 
.~ had any disease or ailment, whether specified or not, 

or because the insured has received institutional, 
hospital, medical or surgical treatment or attention, 
except a provision which gives the insurer the right 
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to declare the policy void if the insured has, within 
two (2) years prior to the issuance of the policy, 
received institutional, hospital, medical or surgical 
treatment or attention and if the insured 0r the 
claimant under the policy fails to show' that the 
condition occasioning such treatment or attention was 
not of a serious nature or was not material to the 
risk; 

"Cb) A provision that gives the insurer the right 
to declare the policy void because the insured has 
been rejected for insurance, unless such right be 
conditioned upon a showing by the insurer that 
knowledge of such rejection would have led to a 
refusal by the insurer to make such contract; 

" (c) A provision that allows the company to 
pay the proceeds of the policy at the death of the 
insured to any person other than the named 
beneficiary, except in accordance with a standard 
provision as sp.ecified under the provisions of 
paragraph (m) of the preceding section; 

"(d) A provision that limits the time within 
which any action at law or in equity may be 
commenced to less than six (6) years after the cause 
of action shall accrue; and 

"(e) A provision that specifies any mode of 
settlement at maturity ofless value than the amount 
insured by the policy plus dividend additions, if any, 
less any indebtedness to the company on the policy 
and less any premium that may by the terms of the 
policy be deducted, payments to be made in accordance 
with the terms ofthe policy. 

"Nothing contained in this section nor in the 
provision of paragraph (b) of the preceding section, 
relating to incontestability, shall be construed as 
prohibiting the life insurance company from placing 
in its industrial life policies provisions limiting its 
liability with respect to: 

!.( 
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n(l) Death resulting from aviation other than 
as a fare-paying passenger on a regularly scheduled 
route between definitely established airports; and 

n(2) Military or naval service: Provided, That 
if the liability of the company is limited as herein 
provided, such liability shall in no event be fixed at an 
amount less than the reserve on the policy (excluding 
the reserve for any additional benefits in the event of 
death by accident or accidental means or for benefits 
in the event of any type of d.isability), less any 
indebtedness on or secur~fr by such policy; nor shall 
any provision of this section apply to any provision in 
an industrial life insurance p'olicy for additional benefits 
in the event of death by accident or accidental means. 

"TITLE 10' 

ltV ARlABLE CONTRACTS 

"SEC. 238. (a) INo insurance company 
authorized to transact business in the Philippines shall 
issue, deliver, sell or use any'variable contract in the 

I 
Philippines, unless and until such company shall have 
satisfied the Commissioner that its financial and 
general condition and its methods of operations, 
including the issue and sale of variable contracts, are 
not and will not be hazardous to the public or to 
its policy and contract owners. No foreign insurance 
company shall be authorized to issue, deliver or sell 
any variable contract in the Philippines, unless it is 
likewise authorized to do so by the laws ofits domicile. 

"Cb) The term variable contract shall mean any 
policy or contract on either a group or on an individual 
basis issued by an insurance company providing for 
benefits or other contractual payments or values 
thereunder to vary so as to reflect investment results 
of any segregated portfolio of investments or of a 

i designated separate account in which amounts received 
'.. in connection with such contracts shall have been placed 

and accounted for separately and apart :q-om other 
investments and accounts. This contract may also 
provide benefits or values incidental thereto payable 
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in fixed or variable amounts, or both: It shall not be 
deemed to be a security or securities as defined in The 
Securities Act, as amended, or in the Investment 
Company Act, as amended, nor subject to regulations 
under said Acts. 

"(c) In determining the qualifications of a 
company requesting authority to issue, deliver, sell or 
use variable contracts, the Commissioner shall always 
consider the following; 

"(1) The history, financial and general condition 
of the company: Provided, That such company, if a 
foreign. company, must have deposited with the 
Commissioner for the benefit and security of its variable 
contract owners in the Philippines, securities 
satisfactory to the Commissioner consisting of bonds 
of the Government of the Philippines or its 
instrumentalities with an actual market value of Two 
million pesos (p2,OOO,OOO.OO); 

"(2) The character, responsibility and fitness 
of the officers and directors ofthe company; and 

"(3) The law and regulation under which the 
company is authorized in the state of domicile to issue 
such contracts. 

"Cd) If after notice and hearing, the 
Commissioner shall find that the company is qualified 
to issue, deliver, sell or use variable contracts in 
accordance with this Code and the regulations and 
rules issued thereunder, the corresponding order of 
authorization shall be issued. Any decision or order 
denying authority to issue, deliver, sell or use variable 
contracts shall clearly and distinctly state the reasons 
and grounds on which it is based. 

"SEC. 239. Any insurance company issuing 
variable contracts pursuant to this Code may in its 
discretion issue contracts providing a combination of 
:fixed amount and variable amount of benefits and for 
option lump-sum payment of benefits. 

", 

87 

"SEC. 240. Every variable contract form 
delivered or issued for delivery in the Philippines, 
and every certified form evidencing variable benefits 
issued pursuant to any such contract on a group basis, 
and the app"lication, rider and endorsement forms 

, applicable thereto and used in connection therewith, 
shall be subject to the prior approval of the 
Commissioner. 

"SEC. 241. Illustration of benefits payable 
under any variable contract shall not include or 
involve projections of past investIT)-l1nt.experience into 
the future and shall conform. w"ith the rules and 
regulations promulgated by}he Commissioner. 

"SEC. 242. Variable cOl1tracts may be issued 
on the industrial life basis, provided that the pertinent 
provisions of this Code and of the rules and regulations 
of the Commissioner governing variable contracts are 
complied with in connection with such contracts. 

"SEC. 243. Every hfe insurance company 
authorized under the provisions ofthis Code to issue, 
deliver, sell or use va1fiable"~ c'ontracts shall, in 
connection with the same, establish one or more 
separate accounts to be known as separate variable 
accounts. All amounts received by the company in 
connection with any such contracts which are 
required by the terms thereof, to be allocated or applied 
to one or more designated separate variable accounts 
shall be placed in such designated account or accounts. 
The assets and liabilities of each such separate 
variable account shall at all times be clearly 
identifiable and distinguishable from the assets and 
liabilities in all other accounts of the company. 
Notwithstanding any' provision oHaw to the contrary, 
the assets held in any such separate variable account 
shall not be chargeable with liabilities arising out of 
any other business the company may conduct but 
shall be held and applied exclusively for the benefit of 
t:q,e owners or beneficiaries of the variable contracts 
applicable thereto. In the event of the insolvency of 
the company, the assets of each such separate variable 
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account shall be applied to the contractual claims of 
the owners or beneficiaries of the variable contracts 
applicable thereto. Except as otherwise specifically 
provided by the contract, no sale, exchange or other 
transfer of assets may be made by a company, between 
any of its separate accounts or between any other 
investment account and one or more of its separate 
accounts, unless in the case of a transfer into a 
separate account, such transfer is made solely to 
establish the account or to support the operation of 
the contracts with respect to the separate account to 
which the transfer is made, or in case of a transfer 
from a separate account, such transfer would not cause 
the remaining assets of the account to become less 
than the reserves and other contract liabilities with 
respect to such separate account. Such transfer, 
whether into or from a separate account, shall be 
made by a transfer of cash, or by a transfer of 
securities having a valuation which could be readily 
determined in the market place: Provided, That such 
transfer of securities is approved by the 
Commissioner. The Commissioner may authorize 
other transfers among such accounts, if, in his 
opinion, such transfers would not be inequitable. All 
amounts and assets allocated to any such separate 
variable account shall be owned by the company and 
with respect to the same the company shall not be 
nor hold itself out to be a trustee. 

"SEC. 244. Any insurance company which has 
established one or more separate variable accounts 
pursuant to the preceding section may invest and 
reinvest all or any part of the assets allocated to any 
such account in the securities and investments 
authorized by Sections 204, 206, 207 and 208 for any 
of the funds of an insurance company in such amount 
or amounts as may be approved by the Com.missioner. 
In addition thereto, such company may also invest in 
common stocks or other equities which are listed on 
or admitted to trading in a securities exchange located 
in the Philippines, or which are publicly held and 
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traded in the over-the-counter market as defined by 
the Commissioner and as to which market quotations 
have been available: Provided, however, That no such 
company shall invest in excess of ten percent (10%) 
ofthe assets of any such separate variable accounts 
in anyone corporation issuing such common stock. 
The assets and investments of such separate variable 
accounts shall not be taken into account in applying 
the quantitative investment ~itations applicable to 
other investments of the company. In the purchase 
of common capital stock qr..6ther equities, the insurer 
shall designate to the broker, or to the seller if the 
purchase is not made through a broker, the specific 
variable account for which the investment is made. 

"SEC. 245. Assets allocated to any separate 
variable account shall be valued at their market value 
on the date of any valqation, or if there is no readily 
available market valu'e then in accordance with the 
ter~s of the variable cont..ract applicable to such 
assets, or if there are no such contract terms then in 
such manner as may he prescribed by the rules and 
regulations ofthe Commissioner. 

"SEC. 246. The reserve liability for variable 
contracts shall be established in accordance with 
actuarial procedures that recognize the variable 
nature of the benefits provided, and shall be approved 
by the Commissioner. 

"TITLE 11 

"CLAIMS SETTLEMENT 

"SEC. 247. (a) No insurance company doing 
business in the Philippines shall refuse, without just 
cause, to payor settle claims arising under coverages 
provided by its policies, nor shall any such company 

, engage in unfair claim settlement practices. Any of 
~the following acts by an insurance company, if 

committed without just cause and performed with 
such frequency as to indicate a general business 
practice, shall constitute unfair claim settlement 
practices: 
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"(1) Knowingly misrepresenting to claimants 
pertinent facts or policy provisions relating to coverage 
at issue; 

"(2) Failing to acknowledge with reasonable 
promptness pertinent communications with respect 
to claims arising under its policies; 

"(3) Failing to adopt and implement reasonable 
standards for the prompt investigation of claims 
arising under its policies; 

"(4) Not attempting in good faith to effectuate 
prompt, fair and equitable settlement of claims 
submitted in which liability has become reasonably 
clear; or 

"(5) Compelling policyholders to institute suits 
to recover amounts due under its policies by offering 
without justifiable reason substantially less than the 
amounts ultimately recovered in suits brought by 
them. 

II (b) Evidence as to numbers and types of valid 
and justifiable complaints to the Commissioner against 
an insurance company, and the Commissioner's 
complaint experience with other insurance companies 
writing similar lines of insurance shall be admissible 
in evidence in an administrative or judicial proceeding 
brought under this section. 

II (c) If it is found, after notice and an 
opportunity to be heard, that an insurance company 
has violated 'this section, each instance of 
noncompliance with paragraph (a) may be treated as 
a separate violation of this section and shall be 
considered suffi.cient cause for the suspension or 
revocation ofthe company's certificate of authority. 

"SEC. 248. The proceeds of a life insurance 
policy shall be paid immediately upon maturity of 
the policy, unless such proceeds are made payable 
in installments or as an annuity, in which case the 
installments, or annuities shall be paid as they 
become due: Provided, however, That in the case 
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of a policy maturing by the death of the insured, the 
proceeds thereof shall be paid within sixty (60) days 
after presentation of the claim and filing of the proof 
of death of the insured. Refusal or failure to pay the 
claim within the time prescribed herein will entitle 
the beneficiary to collect interest on the proceeds of 
the policy for the duration ofthe delay at the rate of 
twice the ceiling prescribed by th~ Monetary Board, 
unless such failure or refusal to pay is based on the 
ground that the claim is fra~ulent. 

, . 
"The proceeds of thtl policy maturing by the 

death Of the insur~d pay~ble to the beneficiary shall 
include the discounted value of all premiums paid in 
advance of their due dates, but are not due and 
payable at maturity. 

"SEC. 249. The amount of any loss or damage 
for which an insurer Dfay be liable, under any policy 
oth,er than life insurance policy, shall be paid within 
tru.:rty (30) days after proo(pf loss is received by the 
insurer and ascertair).ment of the loss or damage is 
made either by agreement between the insured and 
the insurer or by arbitration; but if such 
ascertainment is not had or made within sixty (60) 
days after such receipt by the insurer of the proof of 
loss, then the loss or damage shall be paid within 
ninety (90) days after such receipt. Refusal or failure 
to pay the loss or damage within the time prescribed 
herein will entitle the assured to collect interest on 
the proceeds of the policy for the duration ofthe delay 
at the rate of twice the ceiling prescribed by the 
Monetary Board, unless such failure or refusal to pay 
is based on the ground that the claim is fraudulent. 

"SEC. 250. In case of any litigation for· the 
enforcement of any policy or contract of insurance, it 
shall be the duty of the Commissioner or the Court, as 

.~ the case may be, to make a finding as to whether the 
.. ' payment of the claim of the insured has been 

unreasonably denied or withheld; and in the 
affirmative case, the insurance company shall be 
adjudged to pay damages which shall consist of 
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attorney's fees and other expenses incurred by the 
insured person by reason of such unreasonable denial 
or withholding of payment plus interest of twice the 
ceilingprescrihed by the Monetary Board of the amount 
ofthe claim due the insured, from the date following 
the time prescribed in Section 248 or in Section 249, 
as the case may be, until the claim is fully satisfied: 
Provided, That failure to pay any such claim within 
the time prescribed in said sections shall be considered 
prima facie evidence of unreasonable delay in payment. 

"SEC.251. It is unlawful to: 

"(a) Present or cause to be presented any 
fraudulent claim for the payment of a loss under a ' 
contract of insurance; and 

"(b) Fraudulently prepare, make or subscribe 
any writing with intent to present or use the same, 
or to allow it to be presented in support of any such 
claim. Any person who violates this section shall be 
punished by a fine not exceeding twice the amount 
claimed or imprisonment of two (2) years, or both, at 
the discretion of the court. 

"TITLE 12 

"EXAMINATION OF COMPANIES 

"SEC, 252. The Commissioner shall require 
every insurance company doing business in the 
Philippines to keep its books, records, accounts and 
vouchers in such manner that he or his authorized 
representatives may readily verify its annual 
statements and ascertain whether the company is 
solvent and has complied with the provisions ofthis 
Code or the circulars, instructions, rulings or 
decisions of the Commissioner. 

"SEC. 253. The Commissioner shall at least 
once a year and whenever he considers the public 
interest so demands, cause an examination to be made 
into the affairs, financial condition and method of 
business of every insurance company authorized to 
transact business in the Philippines and of any other 
person, firm or corporation managing the affairs 
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and/or property of such insurance company. Such 
company, as well as such managing person, firm or 
corporation, shall submit to the examiner all such 
books, papers and securities as he may require and 
such examiner shall also have the power to examine 
the officers of such company under oath touching its 
business and financial condition, and the authority 
to transact business in the Philippines of any such 
company shall be suspended by the Cqmmissioner if 
such examination is refused and such company shall 
not thereaf-L8r be allowed to tran~.{lct further business 
in the Philippines until it has fully complied with 
the provisions of this section:'" 

"Government-owned or ~controlled corporations 
or entities engaged in social or private insurance shall 
similarly be subject to such ex~mination by the 
Commissioner unless their respective charters 
otherwise provide, 

I 
"TITLE 13 

"SUSPENSION OR REV;OCAT10N OF AUTHORITY 
I 

"SEC. 254. If the Commissioner is of the 
opinion upon examination of other evidence that any 
domestic or foreign insurance company is in an 
unsound condition, or that it has failed to comply 
with the provisions oflaw or regulations obligatory 
upon it, or that its condition or method of business is 
such as to render its proceedings hazardous to the 
public or to its policyholders, or that its net worth 
requirement, in the case of a domestic stock company, 
or its available cash assets, in the case of a domestic 
mutual company, or its security deposits, in the case 
of a foreign company, is impaired or deficient, or that 
the margin of solvency required of such company is 
deficient, the Commissioner is authorized to suspend 
or revoke all certificates of authority granted to such 
insurance company, its officers and agents, and no 
"ew business shall thereafter be done by such 
company or for such company by its agent in the 
Philippines while such suspension, revocation or 
disability continues or until its authority to do business 
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is restored 'Oy the Commissioner. Before restoring such 
authority, the Commissioner shall require the 
company concerned to submit to him a business plan 
showing the company's estimated receipts and 
disbursements, as well as the basis therefor, for the 
next succeeding three (3) years. 

"TITLE 14 

"APPOINTMENT OF CONSERVATOR 

"SEC. 255. If at any time before, or after, the 
suspension or revocation of the certificate of authority 
of an insurance company as provided in the preceding 
title, the Commissioner finds that such company is 
in a state of continuing inability or unwillingness to 
maintain a condition of solvency or liquidity deemed 
adequate to protect the interest of policyholders and 
creditors, he may appoint a conservator to take charge 
of the assets, liabilities, and the management of such 
company, collect all moneys and debts due to said 
company and exercise all powers necessary to preserve 
the assets of said company, reorganize the 
management thereof, and restore its viability. The 
said 'conservator shall have the power to overrule or 
revoke the actions of the previous management and 
board of directors of the said company, any provision 
oflaw, or ofthe articles of incorporation or bylaws of 
the company, to the contrary notwithstanding, and 
such other powers as the Commissioner shall deem 
necessary. 

liThe conservator may be another insurance 
company doing business in the Philippines, any officer 
or officers of such company, or any other competent 
and qualified person, firm or corporation. The 
rem uneration of the conservator and other expenses 
attendant to the conservation shall be borne by the 
insurance company concerned. 

"The conservator shall not be subject -to any 
action, claim or demand by, or liability to, any person 
in respect of anything done or omitted to be done in 
good faith in the exercise, or in connection with the 
exercise, of the powers conferred on the conservator. 
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"The conservator appointed shall report and be 
responsible to the Commissioner until such time as 
the Commissioner is satisfied that the insurance 
company can continue to operate on its own and the 
conservatorship shall likewise be terminated should 
the Commissioner, on the basis of the report of the 
conservator or of his own findings, determine that 
the continuance ill business of the insurance company 
would be hazardous to policyholde;s and creditors, in 
which case the provisions ofJi:le 15 shall apply. 

"No insurance comnany, life or non-life, or any 
professional reinsurer, ordered to be liquidated by the 
Commissioner under the provisio~s hereunder may 
be rehabilitated or authorized to transact anew, 
insurance or reinsurance business, as the case may 
be. 

"TITLE 15 
l 

"PROCEEDINGS UPON INSOLVENCY 

"SEC. 256. Whenev~r, upon examination or 
other evidence, it shall be disclosed that the~condition 
of any insurance company doing business in the 
Philippines is one of insolvency, or that its continuance 
in business would be hazardous to its policyholders 
and creditors, the Commissioner shall forthwith order 
the company to cease and desist from transacting 
business in the Philippines and shall designate a 
receiver to immediately take charge of its assets and 
liabilities, as expeditiously as possible collect and 
gather all the assets and administer the same for the 
benefit of its policyholders and creditors, and exercise 
all the powers necessary for these purposes including, 
but not limited to, bringing suits and foreclosing 
mortgages in the name of the insurance company . 

"The Commissioner shall thereupon 
determine within ninety (90) days whether the 

~ insurance company inay be reorganized or 
otherwise placed in such condition so that it may 
be permitted to resume business with safety to its 
policyholders and creditors and shall prescribe the 
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conditions under which such resumption of 
business shall take place as well as the time for 
fulfillment of such conditions. In such case, the 
expenses and fees in the collection and 
administration of the insurance company shall be 
determined by the Commissioner and shall be paid 
out of the assets of such company. 

"If the Commissioner shall determine and 
confirm within the said period that the insurance 
company is insolvent, as defined hereunder, or 
cannot resume business with safety to its 
policyholders and creditors, he shall, if the public 
interest'requires, order its liquidation, indicate the 
manner of its liquidation and approve a liquidation 
plan and implement it immediately. The· 
'Commissioner shall designate a competent and 
qualified person as liquidator who shall take over 
the functions of the receiver previously designated 
and, with all convenient speed, reinsure all its 
outstanding policies,. convert the assets of the 
insurance company to cash, or sell, assign or 
otherwise dispose of the same to the policyholders, 
creditors and other parties for the purpose of settling 
the liabilities or paying the debts of such company 
and he may, in the name of the company, institute 
such actions as may be necessary in the appropriate 
court to collect and recover accounts and assets of 
the insurance company, and to do such other acts 
as may be necessary to complete the liquidation as 
ordered by the Commissioner. 

"The provisions of any law to the contrary 
notwithstanding, the actions of the Commissioner 
under this section shall be final and executory, and 
can be set aside by the court upon petition by the 
company and only if there is convincing proof that the 
action is plainly arbitrary and made in bad faith. The 
Commissioner, through the Solicitor General, shall 
then file the corresponding answer reciting the 
proceeding taken and praying the assistance of the 
court in the liquidation of the company. No restraining 
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order or injunction shall be issued by the court enjoining 
the Commissioner from implementing his actions 
under this section, unless there is convincing proof 
that the action of the Commissioner is plainly arbitrary 
and made in bad faith and the petitioner or plaintiff 
files with the Clerk or Judge ofthe Court in which the 
action is pending a bond executed in favor of the 
Commissioner in an amount to be ,fixed by the court. 
The restraining order or il;J.junction shall be refused 
or, if granted, shall be dissc»ved upon filing by the 
Commissioner, ifhe so destre~, ot a bond in an amount 
twice the amount of the qf.uid of the petitioner orplaintiff 
conditioned that it will pay the d1:\.mages which the 
petition or plaintiff may sUffer by th~ refusal or the 
dissolution of the injunction. The provisions of Rule 58 
of the New Rules of Court insofat as they are applicable 
shall govern the issuance and dissolution of the 
restraining order or injunction contemplated in this 
section. I 

"All proceedings under this title shall be 
given preference in the courts. The Commissioner 
shall not be required to pay any fee to any public 
officer for filing, recording, or in any manner 
authenticating any paper or instrument relating to 
the proceedings. 

"As used in this title, the term Insolvenc), 
shall mean the inability of an insurance company 
to pay its lawful obligations as they rall due in the 
usual and ordinary course of business as may be 
shown by its failure to maintain the solvency 
requirements under Section 200 ofthis Code. 

"SEC. 257. The receiver or the liquidator, as 
the case may be, designated under the provisions 
ofthis title, shall not be subject to any action, claim 
or demand by, or liability to, any person in respect 

.. of anything done or omitted to be done in good faith 
tin the e:xercise, or in connection with the exercise, 
of the powers conferred on such receiver or 
liquidator. 
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"TITLE 16 

"CONSOLIDATJON AND MERGEH OF 

lNSURANCE COMPANIES 

"SEG. 258. Upon pnor notice to the 
Commissioner, two (2) or more domestic insurance 
companies, acting through their respective boards of 
directors, may negotiate to merge into a single 
corporation which shall be one of the constituent 
corporations, or consolidate into a single corporation 
which shall be a new corporation to be formed by the 
consolidation.· A common agreement of the proposed 
merger or consolidation shall oe drawn up for 
submission to the stockholders or members of the 
constituent companies for adoption and approval in 
accordance with the provisions of the respectIVe 
bylaws of the constituent companies and all existing 
laws that may be pertinent. 

"SEC. 259. Such agreement shall include, 
aside from the proposed merger or consolidation, 
provisions relative to the mallller Cif transfer of assets 
to and assumption of liabilities by the absorbing or 
acquiring company from the absorbed or dissolved 
company or companies; the proposed articles of merger 
or consolidation and bylaws of the surviving or 
acquiring company; the corporate name to be adopted 
which should not be that of any other existing 
company transacting similar business or one so 
similar as to be calculated to mislead the public; the 
rights of the stockholders or members of the absorbed 
or dissolved companies; date of effectivity ofthe merger 
or consolidation; and such particulars as may be 
necessary to explain and make manifest the objects 
and purposes of the absorbing or acquiring company. 

"SEC. 260. Upon execution of such agreement 
to merge or consolidate by and between or among the 
boards of directors of the constituent companies, notice 
thereof shall be mailed immediately to their 
policyholders and creditors. The company or companies 
to be absorbed or dissolved shall discharge all its 
accrued liabilities; othenvise, such liabilities shall, with 
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the consent of its creditors, be transferred to and 
assumed by the absorbing or acqurring company, or 
such liabilities be reinsured by the latter. In the case 
of such policies as are subject to can cella tion by the 
company or companies to be absorbed or dissolved, same 
may be cancelled pursuant to the terms thereof in lieu 
of such transfer, assumption, or reinsurance. 

"SEG. 261. Upon approval or adoption in the 
meetings of the stockholders or members called for 
the purpose in each of the constituent companies of 
the agreement to merge or consolidate, all 
stockholciers or members dissentmg or objecting to 
the merger or consolidation shall be paid the value of 
their shares by the company concerned in accordance 
with the bylaWS thereof 

"SEC. 262. Upon approval or adoption of the 
agreement to merge or consolidate by the stockholders 
.01' members of the constituent companies, the 
corresponding articles of merger or of consolidation 
shall be duly executed by the presidents and attested 
by the corporate secretaries and shall bear the 
corporate seals of the merging or consolidating 
companies setting forth: 

"(a) The plan of merger or the plan of 
consolidation; 

"(b) As to each corporation, the number of 
shares outstanding, or in case of mutual corporations, 
the number of members; and 

"Cc) As to each corporation, the number of 
shares or members vDted for and against such plan, 
respectively. Thereafter, a certified copy of such 
articles of merger or consolidation, together with a 
certificate of approval or adoption by the 
stockholders or members of such articles of merger 
or consolidation, verified by affidavits of such 
officers and under the seal of the constituent 
companies, shall be submitted to the Commissioner, 
together with such other papers or documents which 
the Commissioner may require, for his 
consideration. 
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IISEe.263. The articles of merger or of 
consolidation, signed and verified as hereinabovE: 
required, shall be filed with the Securities and 
Exchange Commission for its examination and 

approval. 

IISEe. 264. Upon receipt from the Securities 
and Exchange Commlssion of the certificate of merger 
or of consolidation, the constituent companies shall 
surrender to the CommlsslOner then respectIve 
certificates of authority to transact insuranCE: 
business. The absorbing or surviving company in 
case of merger, or the newly formed company in case 
of consolidation, shall immediately file with the 
Commissioner the corresponding application for 
issuance of a new certificate of authority to transact 
insurance business, together with a certified copy of 
the certificate of merger or of consolidation, and of 
the certificate of increase of stocks, if there is any, 
issued by the Securities and Exchange Commission. 

"SEC. 265. Nothing in this title shall be 
construed to enlarge the powers of the absorbing or 
surviving company in case of merger, or the newly 
formed company in case of consolidation, except those 
conferred by the certificate of merger or of consolidation 
and the articles of merger or of consolidation, or the 
amended articles of incorporation, as registered with 
the Securities and Exchange Commission. 

IISEe.266. No director, officer, or stockholder 
of any such constituent companies shall receive any 
fee, commission, compensation, or other valuable 
consideration whatsoever, directly or indirectly, or in 
any manner aiding, promoting or assisting in such 
merger or consolidation. 

IISEC.267. The merger or consolidation of 
companies under trus Code shall be subject to the 
provisions ofthe Corporation Code, and, in those cases 
specified in Republic Act No. 5455, as amended, be 
further subject to the provisions of said law. 
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"TITLE 17 

"MUTUALIZATION OF STOCK LIFE 
INSURANCE COl\1PANIES 

IISEC. 268. iilly domestic stock life insurance 
company doing husiness in the Philippines may 
convert itself into an incorporated mutual life 
insurer. To that end it may provide and carry out a 
plan for the acq uisition of the outstanding shares of 
its capital stock for the benefit of its policyholders, or 
any class or classes of its policyholders, by complying 
with the requirements oftrus chapter. 

"SEC. 269 .. Such plan shall include appropriate 
proceedings for amending the insurer's articles of 
incorporation to give effect to the acquisition, by said 
insurer, for the benefit of its policyholders or any class 
or classes thereof, of the outstanding shares of its 
capital stock and the conversion of the insurer from 
a stock corporation into a nonstock corporation 
for the benefit ofits members. The members of such 
nonstock corporation shall be the policyholders from 
time to time of the class or classes for whose benefit 
the stock of the insurer was acquired, and the 
policyholders of such other class or classes as may be 
specified in such corporation's articles of incorporation 
as they may be amended from time to time. Such 
plan shall be: 

II (a) Adopted by a vote of a majority of the 
directors; 

1I(b) Approved by the vote of the holders of at 
least a majority of the outstanding shares at a special 
meeting of shareholders called for that purpose, or by 
the written consent of such shareholders; 

II (c) Submitted to the Commissioner and 
approved by him in writing; 

"(d) Approved by a majority vote of all the 
policyholders of the class or classes for whose benefit 
the stock is to be acquired voting at an election by 
the policyholders called for that purpose. subiect to 
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the provisions of Section 271. The terms policyholder 
or policyJwlders as used in this chapter shall be deemed 
to mean the person or pE.:rsons msured under an 
individual policy of life insurance, or of health and 
accident insurance, or of any combination of life, 
health and accident insurance: They shall also inClude 
the person or persons to whom any annuity or pure 
endowment is presently or prospectively payable by 
the rerms of an individual annuity or pure endowment 
contract, except where the policy or contract declares 
some other person to be the owner or holder thereof, 
in which case such other person shall be deemed 
policyholder. In any case where a policy or contract 
names two or more persons as joint insured, payees, 
owners or holders thereof, the persons so named shall 
be deemed collectively to be one (1) policyholder for 
the purpose of this chapter. In any case where a 
policy or contract shall have been assigned by 
assignment absolute on its face to an assignee other 
than the insurer, and such assignment shall have 
been filed at the principal office of the insurer at least 
thirty (30) days prior to the date of any election or 
meeting referred to in this chapter, then such 
assignee shall be deemed at such election or meeting 
to be the policyholder. For the purpose of this chapter 
the terms policyholder and policyholders incl ude the 
employer to whom, or a pl'esident, secretary or other 
executive officer of any corporation or association to 
which a master group policy has been issued, but 
exclude the holders of certificates or policies issued 
under or in connection with a master group policy. 
Beneficiaries under unmatured contracts shall not 
as such be deemed to be policyholders; and 

"(e) FHed with the Commissioner after having 
been approved as provided in this section. 

"SEC. 270. The Commissioner shall examine 
the plan submitted to him under the provisions of 
subparagraph (c) of Section 269. He shall not 
approve such plan unless in his opinion the rights 
and interests of the insurer, its policyholders and 
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shareholders are protected nor unless he is satisfied 
that the plan will be fair and equitable in its 
operation. 

"SEC.271. The election prescribed by 
subparagraph (d) of Section 269 shall be called by the 
board of directors or the president, and every 
policyholder of the class or classes for whose benefit 
the stock is to be acquired, whose insurance shaIJ 
have· been in force for at least one (1) year pnor to 
such election shaIJ have one vote, regardless of the 
number of policies or amount of insurance he holds, 
and regardless of whether such policies are policies 
of life insurance or policies of health and accident 
insurance or annuity contracts. Notice of such election 
shall be given to policyholders entitled to vote by mail 
from the principal office of such insurer at least thirty 
(30) days prior to the date set for such election, in a 
sealed envelope, postage prepaid, addressed to each 
such policyholder at his last known address. 

"Voting shall be by one of the following methods: 

" (a) At a meeting of such policyholders, held 
pursuant to such notice, by ballot in person or by 
proxy. 

"(b) If not by the method described in the 
preceding subparagraph, then by mail pursuant to a 
procedure and on forms to be prescribed by such plan. 

"Such election shall be conducted under the 
direction and supervision of three (3) impartial and 
disinterested inspectors appo"inted by the insurer and 
approved by the Com.missioner. In case any person 
appointed as inspector fails to appear at such meeting 
or fails or refuses to act at such election, the vacancy, 
if occurring in advance of the convening ofthe meetll1.g 
or in advance of the opening of the mail vote, may be 
filled in the manner prescribed for the appointment 
of inspectors and, if occurring at the meeting or during 
the canvass of the mail vote, may be filled by the 
person acting as chairman of' said meeting 
or designated for that purpose in such plan. The 
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decision, act or certificate of a majority of the 
inspectors shall be effective in all respects as the 
decision, act or certificate of all. The inspectors of 
election shall determine the number of policyholders, 
the voting power of each, the policyholders represented 
at the meeting or voting by mail, the existence of a 
quorum and the authenticity, validity and effect of 
proxies. They shall receive votes, hear and determme 
all challenges and questions in any way arIsing in 
connection with the right to vote, count and tabulate 
all votes, determine the result, and do such other 
acts as are proper to conduct the vote with fairness 
to all polIcyholders. The inspectors of election shall, 
before commencing performance of their duties, 
subscribe to and file with the insurer and with the 
Commissioner an oath that they, and each of them, 
will perform their duties impartially, in good faith, 
to the best of their ability and as expeditiously as is 
practicable. On the request of the insurer, the 
Commissioner, a policyholder oi' his proxy, the 
inspectors shall make a report in writing of any 
challenge or question or matter determined by them 
and execute a certificate of any fact found by them. 
They shall also certifY the result of such vote to the 
insurer and to the Commissioner. Any report or 
certificate made by them shall be prima facie 
evidence of facts stated therein. All necessary 
expenses incurred in connection with such election 
shall be paid by the insurer. For the purpose of this 
section, a quorum shall consist offive percent (5%) 
of the policyholders of such insurer entitled to vote 
at such election. 

"SEC. 272. In carrying out any such plan, the 
insurer may acquire any shares of its own stock by 
gift, bequest or purchase. Any shares so acquired 
shall, unless as a result of such acquisition all of the 
shares of the insurer shall have been acquired, be 
acquired in trust for the policyholders of the class or 
classes for whose benefit the plan provides that the 
stock of the insurer shall be acquired as hereinafter 
provided. Such shares shall be assigned and 
transferred on the books of such insurer and approved 

105 

by the Commissioner. Such trustees shall hold such 
stock in trust until all of the outstanding shares of 
capital stock of such insurer have been acquired, but. 
for not longer than thirty (30) years with such 
extensions of not more than five (5) years each as 
may be granted by the Commissioner. Such 
extensions may be granted by the Commissioner if 
the plan so provides and if in his opinion the plan of 
acquisition of all of such stock can be completed within 
a reasonable period. Such trustees shall vote such 
stock at all corporate meetings at which stockholders 
have the right to vote. When all the outstanding 
shares of capital stock of such insurer have been 
acquired, all said shares shall be cancelled., the 
certificate of amendment of the insurer's articles of 
incorporation giving effect thereto shall be filed in 
accordance with the provisions of the Corporation 
Code, and the insurer shall become a nonstock 
corporation for the profit of its members and such 
trust shall thereupon terminate. Thereafter such 
corporation shall be conducted for the mutual benefit, 
ratably, of its policyholders of the class or classes for 
whose benefit the stock was acquired and shall have 
power to issue non-assessable policies on a reserve 
basis subject to all provisions of law applicable to 
incorporated life insurers issuing non-assessable 
policies on a reserve basis. Policies so issued may be 
upon the basis of full or partial participation therein 
as agreed between the insurer and the insured. 

"Upon the termination of any such voting trust, 
either in accordance with its terms or as hereinabove 
provided, such plan of mutualization shall terminate, 
unless theretofore completed. Upon such termination, 
unless the plan of mutualization provides for the 
disposition of the shares acquired by the insurer under 
such plan or for the disposition of the proceeds thereof, 
the shares held by such trustees shall be disposed of 
in accordance with an order of the court of competent 
jurisdiction in the judicial district in which is located 
the principal office of such insurer, made upon a 
verified petition ofthe Commissioner. . 

.. 
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"SEC. 273. Any such plan of mutualization 
may provide for the creation of a voting trust under a 
trust agreement for the holding and voting by three 
(3) or more trustees of any portion or all of the shares 
of the insurer not required upon the adoption of 
such plan. The voting trustees shall be named in 
accordance with such plan or, if no provision is made 
therein for the naming of such trustees, then by the 
insurer. The voting trust agreement and voting 
trustees shall be subject to the approval of the 
Commissioner. Any or all ofthe trustees under such 
voting trust agreement may be the same person or 
persons as any or all of the trustees referred to in 

Section 272. Such voting trust agreement shall 
provide that in the event of acquisition by the insurer 
of any of the shares of stock held thereunder in 
accordance with the provisions of the plan, such shares 
so acquired together with the voting rights thereof 
shall be transferred by the trustees named under the 
provisions of this section to the trustees named under 
the provisions of Section 272. Any voting trust 
agreement created pursuant to the provisions of this 
section may be made irrevocable for not longer than 
thirty (30) years and thereafter until the termination 
of the trust provided for in Section 272. The trust 
created pursuant to the provisions of this section shall 
terminate in any event upon termination of the trust 
provided for in Section 272. Upon the termination of 
the trust created pursuant to the provisions of this 
section, any shares held in such trust shall revert to 
the persons entitled thereto by law. 

"SEC. 274. Every payment for the acquisition 
of any shares of the capital stock of such insurer, the 
purchase price of which is not fixed by such plan, 
shall be subject to the prior approval of the 
Commissioner. Neither such plan, nor any such 
payment, may be approved by the Commissioner 
unless he finds that the rights and interests of the 
insurer, its policyholders, and shareholders are 
protected. 

107 

"SEC. 275. The trustees referred to in Section 
272 shall file with such insurer and with the 
Commissioner a verified acceptance of their 
appointments and verified declarations that they will 
faithfully discharge their duties as such trustees. All 
dividends and other sums received by said trustees 
on the shares held by them, after paying the necessary 
expenses of executing their trust, shall be immediately 
repaid to such insurer for the benefit of all who are, 
or may become, policyholders of such insurance of 
the class or classes for whose benefit the stock of such 
insurer was acquired and entitled to participate in 
the profits thereof and shall be added to and become 
part of the assets of such insurer. 

"SEC. 276. If, at any time within the period 
provided in the plan for the acquisition of the 
outstanding shares of stock of the insurer, ninety 
percent (90%) thereof has already been acquired and 
transferred to the trustees under the plan, the insurer 
by a vote of a majority ofthe directors may determine 
to make an offer, wi~h the permission of the 
Commissioner and subject to such requirement as 
he may specify, to acquire by purchase all of the 
shares not theretofore acquired under the plan, at a 
specified price which the insurer considers to be their 
fair val-lie as of the date of making such offer. 

"If the offer to acquire is permitted by the 
Commissioner, the insurer shall make a written offer 
by registered mail to each shareholder whose shares 
have not theretofore been acquire0.under the pl/3.TI or 
otherwise, offering to acquire all his shares at such 
price if accepted in writing within thirty (30) days 
after the mailing of such offer. Any shareholder 
accepting such offer.within the time therefor shall, 
within sixty (60) days after his acceptance, transfer 
to the insurer the certificates representing such 
shares and, upon domg so, shall be paid by the insurer 
the amount of such offer for his shares. Any share so 
acquired shall be assigned and transferred to the 
trustees under the plan and held by them as shares 
acquired pursuant to the plan. 

... 



108 

"Each shareholder who does not, accept such 
offer to acqUire hlS shares within the time stated 111 

such offer for acceptance thereof shall within fifteen 
(15) days after the expiration of such offer apply to 

the Secretary of Finance for a determination of the 
fair value of his shares as ofthe date of makmg such 
offer The Secretary of Finance may himself, after 
due notice and hearing, determrn8 upon the evidence 
received the fair value oHhe shares as of the date of 
making such offer, or appoint three (3) impartial and 
disinterested persons to appraise the fair value of such 
shares WIth such dlrection as be shall deem proper 
and necessary to expedite the proceedings, Upon 
completion of the appraisal proceedings, the 
apprmsers shall file with the Secretary of Finance 
their report in writing stating the fair value of such 
shares as of the date of the making of such offer and 
setting forth their findings in support of such 
statement, The appraisers shall furnish each party 
to the proceedings a copy of their appraisal report, 
and within ten (10) days after receipt thereof, any 
such party may signify his objection, if any, to the 
report or move for the approval thereof Upon the 
expiration of the period of ten (10) days referred to 
above, the report shall be set for hearing, after which 
the Secretary of Finance shall issue an order adopting, 
modu"'ying or rejecting the report, in whole or in part, 
or he may receive further evidence or may recommit 
it with instructions, Whenever the Secretary of 
Finance shaD determine in any manner, as aforesaid, 
the fair value of such shares, he may also determine 
the terms of payment thereof by the insurer. The 
expenses incidental to the proceedings including 
charges of the appraisers, if any, shall be paid equally 
by the insurer and the shareholder, 

"The findings of the Secretary of Finance on 
all questions of fact raised at the hearing of the 
application for determination of the fair value of such 
shares shall be conclusive upon all parties to the 
proceedings. The order of th~ Secretary of Finance 
de termining the fair value of the shares and the terms 
of payment thereof shall have the force and effect of a 
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judgment which shall be appealable on any question 
oflaw: Such order shall become final and executory 
fifteen (15) days after receipt thereof by the parties to 
the proceedings. 

"Upon any such order becoming final and from 
which no appeal is pending, or when the time to appeal 
therefrom has expired, each shareholder party to the 
proceedings shall transfer his shares to the insurer 
and surrender to the said insurer the certificates 
representing such shares and the insurer shall make 
payment therefor as provided in such order. Any 
shares so acquired by the insurer shall be assigned 
and transferred to the trustees and held by them as 
shares acquired pursuant to the plan, 

"Any shareholder who does not apply to the 
Secretary of Finance in the manner and within the 
time hereinbefore prescribed shall be deemed to have 
accepted the offer referred to above, effective, however, 
upon the expiration of the time hereinabove prescribed 
for making such application, and such shareholder's 
time for accepting such offer shall, for that purpose 
only, be deemed to have been extended accordingly, 

"Any offer to acquire shares made pursuant to 
this section shall, except as otherwise provided herein, 
be irrevocable until all proceedings upon such offer 
have been completed or all shares have otherwise been 
earlier acquired by the insurer, 

"Any shareholder who has expressly or 
impliedly accepted the plan or the offer to acquire 
his shares not theretofore acquired under the plan, 
and any shareholder who has rejected such plan 
or such offer and has applied, as aforesaid, to the 
Secretary of Finance for a determination of the fair 
value of his shares subsequent to which an 
agreement has been reached or a final order issued 
fixing such fair value but who fails to surrender his 
certificates for cancellation upon payment of the 
amount to which he is entitled, may be compelled to 
do so by an order of the Secretary of Finance for 

.,.. 
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that purpose and such order may provide that 
upon failure of such shareholder to surrender such 
certificates for cancellation, such order shall stand in 
lieu of such surrender and cancellation. 

"SEC. 277. Such insurer, after mutualization, 
shall be a continuation of the original insurer, and 
such mutualization shall not affect such insurer's 
certificate of authority nor existing suits, rights or 
contracts except as provided in said plan for the 
acquisition of the outstanding shares of the capitai 
stock of such insurer, approved as provided in this 
chapter. Such insurer, after mutualization, shall 
exercise aU the rights and powers and shall perform 
all the duties conferred or imposed by law upon 
insurers writing the classes of insurance writte~ by 
it, and to protect rights and contracts existing prior 
to mutualization, subject to the effect of said plan. 
The board of directors of such insurer, prior to 
mutualization, may adopt amendments to its bylaws 
to take effect upon mutualization. 

"SEC. 278. (a) An annual meeting of members 
shall be held at ten 0' clock in the morning of the fourth 
Tuesday of March of each year at the principal office 
of the insurer, unless a different time or place is 
provided in the bylaws. 

n(b) Special meetings of the members, for any 
purpose or purposes whatsoever, may be called at any 
time by the president, or by the board of directors, OT 

by one or more members holding not less than 
one-fifth (1/5) of the voting power of such insurer, or 
by such other officers or persons as the bylaws 
authorize. 

(c) Notice of all meetings of members whether 
annual or special shall be given in writing to the 
members entitled to vote by the secretary, or an 
assistant secretary, or other person charged with that 
duty, or if there be no such officer, or in case of his 
neglect or refusal, by any director or member. At the 
option of the insurer such notice may be imprinted 
on premium notices or receipts or on both. 
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"A notice may be given by such insurer to any 
member either personally, or by mail, or other means 
of written communication, charges prepaid, addressed 
to such member at his address appearing on the books 
of the insurer, or given by him to the insurer for the 
purpose of notice. If a member gives no address, notice 
shall be deemed to have been given him if" sent by mail 
or other means of written communication addressed 
to the place where the principal office ofthe insurer is 
situated, or if published at least once in some 
newspaper of general circulation in the place in which 
said office is located. 

"Notice of any meeting of members shall be sent 
to each member entitled thereto not less than seven 
(7) days before such meeting, unless the bylaws 
provide otherwise. 

"Notice of any meeting of memhers shall specify 
the place, the day and the hour of the meeting and 
the generaillature of the business to be transacted. 

"Notice of an annual meeting to be held at the 
time and place specified in subparagTaph (a) ofthis 
section shall be sufficiently given if published at least 
once in each of four (4) successive weeks in a 
newspaper of general circulation in the place in which 
the principal office of such insurer is located, and if 
sopublished no other notice of such meeting ·shall be ~ 
required. 

"(d) The presence in person or by proxy of five 
percent (5%) of the members entitled to vote at any 
meeting shall constitute a quorum for the transaction 
of business, including the amendment of the articles 
of incorporation andJor the bylaw!:> unless otherwise 
provided by the bylaws. 

"(e) Each such member shall have one (1) vote 
at any meeting of members regardless of the number 
of policies or the amount of insurance that such 
member holds and regardless of whether such policies 
are policies oftife insurance, or Qfhealth and accident 00· 
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insurance, or both. Any member entitled to vote shall 
have the right to do so either in person or by an agent 
or agents authorized by a written proxy executed by 
such person or his duly authorized agent and filed 
with the secretary of such insurer. 

"ef) The directors of the insurer in office at the 
time the insurer is mutualized as provided in this 
chapter shall continue in office until the first annual 
meeting of members. At the first annual meeting of 
members and at each annual meeting thereafter, 
directors shall be elected by the members for the term 
or terms authorized by this chapter. 

" (g) The articles of incorporation or the bylaws 
may provide that the directors may be divided into 
two (2) or more classes whose terms of office shall 
expire at different times, but no terms shaD continue 
longer than six (6) years. In the absence of such 
provisions, each director, except members of the 
board of directors at the time the insurer is 
mutualized, shall be elected for a term of one .(1) 
year. All directors shall hold office for a term for 
which they are elected and until their successors 
are elected and qualified. A director may, but need 
not be a member or policyholder of the insurer 
of which he is acting as director. Vacancies in the 
board of directors may be filled by a majority of the 
remaining directors, though less than a quorum, 
and each director so elected shall hold office until 
the next annual meeting. 

"(h) All insurers m utualized under the 
provisions of this chapter shaD be subject to all other 
applicable provisions of this Code. The provisions of 

the Corporation Code shall apply in a suppletory 
manner. 

USEC. 279. The provisions of Commonwealth 
Act No. 83, otherwise known as the Sec1ITities Act, 
as amended, shall not apply to any of the following: 
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"(a) Shares of the capital stock of such insurer 
acquired as provided in Section 272 and assigned and 
transferred to the trustees as is provided in said 
section, and the assignment and transfer of said 
shares as so provided; 

"Cb) k'lliy certificate or othet instrument issued 
to a policyholder of such mutualized insurer conferring 
or evidencing membership in such m utualized insurer 
or conferring or evidencing such memberls right to 
participate in the profits or share in the assets of such 
mutuali.zed insurer by virtue ofhis membership therein, 
and the issuance of such certificate or other instrument; 

liCe) The plan for the acquisition of the 
outstanding shares of the capital stock of such insurer 
authorized by the provisions of this chapter, the 
submission of said plan to the Commissioner and to 
the policyholders of such insurer as provided in this 
chapter, and the approval and carrying out of said 
plan or any part thereof in accordance with the 
provisions of this chapter. 

uSEc.280. A domestic mutual life insurance 
company doing. business in the Philippines may 
convert itself into an incorporated stock life insurance 
company by demutualization. To that end, it may 
provide and carry out a plan for the conversion by 
complying with the requirements of this title. 

lIThe conversion of a domestic mutual life 
insurance company to an incorporated stock life 
insurance company shall be carried out pursuant to a 
conversion plan duly approved by the Commissioner. 

liThe Commissioner shall promulgate such 
rules and regulations as he or she may deem ne~ssary 
to carry out the provisions of this title, after due 
consultation with representatives of the insurance 
industry. 

IIAll converted insurers under the provisions of 
this title shall be subject to all other applicable 
provisions of this Code. The provisions of the 
Corporation Code shall apply in a suppletory manner. 

" 
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"TITLE 18 

"WITHDRAWAL OF FOREIGN 
INSURANCE COMPANIES 

"SEC. 281. A foreign insurance company doing 
business in the Philippines, upon payment of the fee 
hereinafter prescribed and surrender to the 
Commissioner of its certificate of authority, may apply 
to withdraw from the Philippines. Such apphcation 
shall be duly executed in writing, accompanied by 
evidence of due authority for such execution, properly 
acknowledged. 

"SEC. 282. The Commissioner shall publish 
the application for withdrawal once a week for three 
(3) consecutive weeks in a newspaper of general 
circulation in the Philippines. The expenses of such 
publication shall be paid by the insurance company 
filing such application. 

"SEC. 283. Every foreign insurance company 
desiring to withdraw from the Philippines shall, prior 
to such withdrawal, discharge its liabilities to 
policyholders and cred.itors in tbis country. In case of 
its policies insuring residents of the Philippines, it 
shall cause the primary liabilities under such policies 
to be reinsured and assumed by another insurance 
company authorized to transact business in the 
Philippines. In the case of such policies as are subject 
to cancellation by tbe withdJ:awing company, it may 
cancel such poliCIes pursuant to the terms thereof in 
lieu of such reinsurance and assumption of liabilities. 

"SEC. 284. The Commissioner shall cause an 
examination of the books and records of the 
withdrawing company, and if, upon such examination, 
the Commissioner finds that the insurer has no 
outstanding liabilities to policyholders and creditors 

in the Philippines, and no policies uncailcelled; or its 

primary liabilities have been reinsured or ass.umed 

by another insurance company authorized to transact 
business in the Philippines, as required in the 
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preceding section, it shall cancel the withdrawing 
company's certificate of authority, if unexpired, and 
shall permit the. insurer to withdraw. The cost and 
expenses of all such ex.amination shall be paid as 
prescribed in Section 440. 

"SEC. 285. Upon the failure of such 
withdrawing insurance company or its agents in the 
Philippines to pay the expenses of such pubhcation 
within thirty (30) days after the presentation of the 
bill therefor, the Commissioner shall collect such fee 
from the deposit furnished in accordance with the 
provisions of Section 197. 

"SEC. 286. A foreign life insurance company 
that withdraws from the Philippines shall be 
considered a servicing insurance company if its 
business transactions are confined to accepting 
periodic premium payments from, or granting policy 
loans and paying cash surrender values of outstanding 
policies to, or reviving.lapsed policie-s of, Philippine 
policyholders, and such other related services. 

"SEC. 287. No company shali actas a servicing 
insurance company until after it shall have obtained 
a special certificate of authority to act as such from 
the Commissioner upon application therefor and 
payment by the company of the fees hereinafter 
prescribed. Such certificate shall expire on the last 
day of December of the third year and shall be renewed, 
while the company continues to serVice its 
policyholders, and to comply with all the applicable 
provisions oflaw and regulations. 

"Tl'rLE 19 

"PROFESSIONAL REINSURERS 

'ISEC. 288. Except as otherwise provided in 
this Code, no partnership, association or corporation 
shall transact any business in the Philippines as a 
professional reinsurer until it shall have obtained a 
certificate of authority for that 'purpose from the 
Commissioner upon application therefor and payment 

;.. 
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by such entity of the fees hereinafter prescribed. As 
used in this Cod~, the term 'professional reinsurer' 
shall mean any entity that. transacts solely and 
exclusively reinsurance business in the Philippines. 

"The Commissioner may refuse to issue a 
certilicate of authority to any such entity when such 
refusal will best promote public interest. No such 
certificate of authority shall be granted to any such 
entity wl1e8s and until the Commi8sioner is satisfied 
by such examinatIOn and such evidence as may be 
required that such entity is qualified by the laws of 
the Philippines to transact business thereIn as·a 
professional reinsurer. 

"Before issuing such certificate of authority, the 
Commissioner must be satisfied that the name of the 
applicant is not that of any other known company 
transacting insurance or reinsurance business in the 
Philippines, or a name so similar as to be calculated 
to mislead the public. 

"Such certificate of authority shall expire on 
the last day of December the third year following its 
issuance unless it is renewed. 

"Every such partnership, association, or 
corporation receiving such certificate of authority 
shall be subject to tl}e provisions of this Code and 
other related laws, and to the jurisdiction and 
supervision of the Commissioner. 

"SEC. 289. Any partnership, association, or 
corporation authorized to transact solely reinsurance 
business must have a capitalization of at least Three 
billion pesos (p3,OOO,OOO,000;00) paid in cash of which 
at least fifty percent (50%) is paid-up and the 
remaining portion thereof is contributed surplus, 
which in no case shall be less than Four hundred 
million pesos (p 400,000,000.00) or such capitalization 
as may be determined by the Secretary of Finance, 
upon the recommendation of the Commissioner: 
Provided, That twenty-five percent (25%) of the 
paid-up capital must be invested insecurities 
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satisfactory to the Commissioner consisting of bonds 
or other instruments of debt of the Government of 
the Philippines or its political subdivisions or 
instrumentalities, or of government-owned or 
-controlled corporations and entities, including the 
Bangko Sentral ng Pilipinas, and deposited with the 
Commissioner, and the remaining seventy-five 
percent (75%) in such other securities as may be 
allowed and permitted by the CommisslOner, which 
securitie;:; shall at all times be maintained free from 
any lien or encumbrance: Provided, further, That 
the aforesaid capital requirement is without prejudice 
to other requirements to be imposed under any risk­
based capital method that may be adopted by the 
Commissioner: Provided, finally, That the provisions 
of this chapter applicable to insurance companies 
shall as far as practicable be likewise applicable to 

professional reinsurers. 

"TITLE 20 

"HOLDING COMPANIES 

"SEC. 290. As used in this title, the following 
terms shall have the respective meanings hereinafter 
set fo~th unless the context shall otherwise require: 

"(a) Person means an individual, partnership, 
firm, association, corporation, trust, any similar entity 
Or any combination of the foregoing acting in concert 

"(b) Control, including the terms controlling, 
c01ttrolled by arid under common control with, means 
the possession directly or indirectly of the power to ~ 
direct or cause the direction of the management and 
policies of a person, whether through the ownership o{~ 
voting securities by a contract other than a commercial 
contract for goods or non-management. services or 
otherwise. Subject to Section 292, control shall be 
presumed to exist if any person directly or indirectly 
owns, controls or holds with the power to vote forty 
percent (40%) or more of the voting securities of any 
other person: Provided, That no person shall be deemed 
to control another person solely by reason of his being 
an officer or director of such other person. 

Ii' 
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"(c) Holding company means any person who 
directly or indire~tly controls any authorized insurer. 

"Cd) Controlled insurer means an authorized 
msurer controlled directly or indirectly by a holding 
company. 

"(e) Controlled person means any person, 
other than a controlled insurer, wbo IS controlled 
directly or indirectly by a holding company. 

"(f) Holding company system means a holding 
company together with Its controlled insurers and 
controlled persons. 

"SEC.291 Notwithstanding paragraph (b) of 
Section 290, the Commissioner may determine after 
notice and opportunity to be heard, that a person 
exercises directly or indirectly either alone or 
pursuant to an agreement with one or more other 
persons such a controlling influence over the 
manag·ement or pobcies of an authorized insurer as 
to make it necessary or appropriate in the public 
interest or for the protection of policyholders or 
stockholders of the insurer that the person be deemed 
to control the insurer. 

"SEC. 292. The Commissioner may determine 
upon application that any person, either alone or 
pursuant to agreement with one or more other persons, 
does not or will not upon the taking of some proposed 
action control another person. The filing of an 
application hereunder in good faith by any person 
shall relieve the applicant from any obligation or 
liability imposed by this title with respect to the 
subject of the application, except as contained in 
Section 302, until the Commissioner has acted upon 
the application. Within thirty (30) days or such 
further period as he may prescribe, the Commissioner 
may prospectively revoke or moclif\r his determination, 
after notice and opportunity to be heard, whenever in 
his judgment, revocation or modification is consistent 
with this title. 
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IISEC.293. Notwithstanding any other 
provisions of this title, the following shall not be 
deemed holding companies: 

II (a) Authorized insurers or reinsurers or their 
subsidiaries; and 

II (b) The Government of the Philippines, or any 
political subdivision, agency or instrumentality 
thereof, or any corporation which is wholly owned 
directly or indirectly by one or more of the foregoing. 

liThe Commissioner may conditIonally or 
unconditionally exempt any specified person or dass 
of persons from any of the obligations or liabilities 
imposed under this title, if and to the extent he finds 
the exemption necessary or appropriate in the public 
interest or not adverse to the interests of policyholders 
or stockholders and consistent with the purposes of 
this title. 

"SEC. 294. (a) Every person who on the date 
this Code takes effect is a controlled insurer and every 
person who thereafter becom.es a controlled insurer, 
shall, within sixty (60) days thereafter, or within 
thirty (30) days after becoming Ii. controlled insurer, 
whichever is later, register with the Commissioner. 
Such registration shall be amended within thirty (30) 
days following any change in the identity of its holding 
company. The Commissioner may grant one or more 
reasonable extensions of the time to register. 

"(b) Every registrant shall furnish the 
Comm.issioner with the following information 
concerning its holding company: 

"(1) A copy of its charter or articles of 
incorporation and its bylaws; 

"(2) The identities of its principal shareholders, 
officers, directors and controlled persons; and 

"(3) Information as to its capital structure and 
financial condition, and a description of its principal 
business activities. 

.. 
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"SEC. 295. Every controlled msurer shall file 
with the Commissioner such reports or material as 
he may direct for the purpose of disclosing information 
concerning the operations of persons within the 
holding company system which may materially affect 
the operations, management or financial condition of 
the insur·er. 

"SEC. 296. Every holding company and every 
controlled person within a holding company system 
shall be subject to examination by order of the 
Commissioner if he has cause to believe that the 
operations of such persons may materially affect the 
operations, management or financial condition of any 
controlled insurer with the system and that he is 
unable to obtain relevant information from such 
controlled insurer. The grounds relied upon by the 
Commissioner for such examination shall be stated 
in his order, which order shall be subject to judicial 
review only at the instance of the person Elought to be 
examined. Such examination shall be confined to 
matters specified in the order. The cost of such 
examination shall be assessed against the person 
examined and no portion thereof shall thereafter be 
reimbursed to it directly or indirectly by the controlled 
msurer. 

"SEC. 297. The Commissioner shall keep the 
contents of each report made pursuant to this title 
and any information obtained by him in connection 
therewith confidential and shall not make the same 
public without the prior written consent of the 
co.ntrolled insurer to which it pertains unless the 
Commissioner after notice and an opportunity to be 
heard shall determine that the interests of 
policyholders, stockholders or the public will be served 
by the publication thereof. In any action or proceeding 
by the Commissioner against the person examined 
or any other person within the same holding company 
system a report of such examination published by 
him shall be admissible as evidence of the facts stated 
therein. 
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"SEC. 298. Transactions within a holding 
company system to which a controlled insurer is a 
party shall be subject to the following: 

"(a) The terms shall be fair and equitable; 

"(b) Charges or fees for services performed shall 
be reasonab le; 

"(c) Expenses incurred ~nd payments received 
shall be allocated to the insurer on an equitable basis 
in conformity with customary insurance accounting 
practices consistently applied. 

"The books, accounts and records of each party 
to all such transactions shall be maintained as to clearly 
and accurately disclose the nature and details of the 
transactions including such accounting information as 
is necessa.r)T to support the reasonableness of the charges 
or fees to the respective parties. 

"SEC. 299. The prior written approval of the 
Commissioner shall be required for the following 
transactions between a controlled insurer and any 
person in its holding company system: sales, 
purchases, exchanges, loans or extensions of credit, 
or investments, involving.five percent (5%) or more 
ofthe insurer's admitted assets as of the thirty-first 
day of December next preceding. 

"SEC. 300. The following transactions between 
a· controlled insurer and any person in its holding 
company system may not be entered into unless the 
insurer has notified the Commissioner in writing of 
its intention to enter into any such transaction at 
least thirty (30) days prior thereto, or such shorter 
period as he may permit, and he has not disapproved 
it within. such period: 

II (a) Sales, purchases, exchanges, loans or 
extensions of credit, or investments, involving more 
than one-half of one percent (7\.%) but less than five 
percent (5%) of the insurer's admitted assets as of 
the thirty-first day of December next preceding; ". 
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"(b) Reinsurance treaties or agreements; 

II (C) Rendering of services on a regular or 
systematic basis: or 

II Cd) Any material transaction, specified by 
regulation, which the Commissioner determines may 
adversely affect the interest of the insurer's 
policyholders or stockholders or of the public. 

"Nothing herein contained shall be deemed to 
authOrIze or permit any transaction whIch, in the 
case of a non-controlled insurer, would be otherwise 
contrary to la w . 

"SEC. 301. The Commissioner, in reviewing 
transactions pursuant to Sections 299 and 300, shall 
consider whether the transactions comply with the 
standard set forth in Section 298 and whether they may 
adversely affect the interests of policyholders. This section 
shall not apply to transactions subject to other sections 
of this Code which impose notice or approval 
requirements greater than those prescribed by this title. 

"SEc.302. (a) No person, other than an 
authorized insurer, shall acquire control of any 
domestic insurer, whether by purchase. of its 
securities or otherwise, except: 

"(1) After twenty (20) days written notice to 
its insurer or such shorter period as the Commissioner 
may permit, of its intention to acquire control; and 

"(2) With the prior written approval of the 
Commissioner. 

"Cb) The Commissioner shall disapprove the 
acquisition of control of a domestic insurer if he 
determines, after notice and an opportunity to be 
heard, that such action is reasonably necessary to 
protect the interest of the people of this country. The 
following shall be the only factors to be considered by 
him in reaching the foregoing determination: 

"(I) The financi-al condition of the acquiring 
person and the insurer; 
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"(2) The trustworthiness of the acquiring 
person or any of its officers or directors; 

"(3) A plan for the proper and effective conduct 
ofthe insurer's operations; 

"(4) The source of the funds or assets for the 
acquisition; 

"(5) The fairness of any exchange of stock, 
assets, cash or other consideration for the stock or 
assets to be received; 

"(6) Whether the effect of the acquisition may 
be substantially to lessen competition in any line of 
commerce in insurance or to tend to crea te a monopoly 
therein; and 

"(7) Whether the acquisition is likely to be 
hazardous or prejudicial to the insurer's policyholders 
or stockholders. 

"(c) The following conditions affecting any 
controlled insurer, regardless of when such control has 
been acquired, are violations'of this title: 

"(I) The controlling person or any of its officers 
or directors have demonstrated untrustworthiness; and 

"(2) The effect of retention of control may be 
substantially to lessen competition in any line of 
commerce in insurance in this country or to tend to 
create a monopoly therein. If, after notice and an 
opportunity to be heard, the Commissioner determines 
that any of the foregoing violations exists, he shall 
reduce his findings to writing and shall issue an order 
based thereon and cause the same to be served upon 
the insurer and upon all persons affected thereby 
directing any person found to be in violation thereof to 
take appropriate action to cure such violation. Upon 
the failure of any such person to comply with such 
order, Section 306 shall become applicable. 

"(d) The Commissioner may require the 
submission of such information as he deems necessary 
to determine whether any acquisition or retention of 

" 
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control complies with this title and may reqillre, as a 
condition of approval of such acquisition or retention 
of control, that all or any portion of such information 
be disclosed to the insurer's stockholders. 

"(e) Unless subject to registration under 
Section 294 or unless acquisition of its control is 
subject to paragraphs (&) and (bi hereof, every 

. authorized insurer shall notify the Commissioner 
III wnting of the Identity of any person whom the 
insurer then knows or has reason to believe controls 
or has taken any action, other than preliminary 
negDtiations or discussion, to acquire control of the 
lllsurer. 

"SEC. 303. (a) Notwithstanding the control of 
an authorized insurer by any person, the officers and 
directors ofthe insurer shall not thereby be relieved 
of any obligation or liability to which they would 
otherwise be subject by law, and the msurer shall be 
managed so as to assure its separate operating 
identity consistent with this title. 

"Cb) Nothing herein shall preclude an 
a uthorized insurer from having or sharing a common 
management or cooperative or joint use ofpersonnel, 
property or services with one or more other persons 
under arrangements meeting the standards of Section 
298. 

"SEC. 304. To the extent that any information 
or material is set forth in forms or other matter on 
file with any government agency or ina registration 
form filed with the Commissioner by another person 
within the same holding company system, the 
controlled insurer may comply with the'registration 
or reporting requirements of this title by referring in 
its registration form or report to such other filed 
matter and attaching a copy thereof certified by the 
insurer as a true and complete copy, to such 
registration form or report or, if such other filed 
matter is on file with the Commissioner, 
incorporating such matter by reference. 
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"SEC. 305. No holding company or controlled 
person shall directly or indirectly or through another 
person do or cause to be done for or in behalf of the 
controlled insurer any act intended to affect the 
insurance operations of the insurer which, if done by 
the insurer, would violate any provision of this Code. 

"SEC. 306. In addition to any other penalty 
provided by law, the Commissioner may, upon the 
willful failure of any person within a holcJi,.lg company 
system to comply with this title or any regulation or 
order prom ulgated hereunder: 

"(a) Proceed under Title 14 or Title 15, Chapter 
III of this Code with respect to insurer within the 
holding company system; or 

"Cb) Revoke or refuse to renew the authority 
to do business in this country of an insurer within 
the holding company system or refuse to issue such 
authority to any other insurer in the system; or 

n(c) Direct that, in addition to any other 
penalty provided by law, such person forfeit to the 
people of this country a . sum not less than Five 
thousand pesos (p5,OOO.OO) for a first violation and 
Twenty-five thousand pesos (P25,OOO.OO) for any 
subsequent violation. An additional sum not less than 
Twenty-five thousand pesos (P25,000.OO) shall be 
imposed for each month during which any such 
violation shall continue. 

"CHAPTER IV 

"SALES AGENCIES AND TECHNICAL SERVICES 

"TITLE 1 

"INSURANCE AGENTS AND INSURANCE BROKERS 

"SEC. 307. No insurance company doing 
business in the Philippines, nor any agent thereof, shall 
pay any commission or other compensation to any 
person for services in obtaining insurance, unless such 
person shall have first procured from the Commissioner 
a license to act as an insurance agent of such company 
or as an insurance broker as hereinafter provided. 

.... 
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"No person shall act as an insuranCE; agent or 
as an lllsurance broker in the solicitation or 
procurement of applications for insurance, or receive 
for services in obtaining insurance, any commission 
or other compensation from any insurance company 
doing business in the Phili,ppines, or any agent 
thereof, without fu:st procuring a license so to act 
from the Commissioner, which must be renewed every 
three (3) years thereafter. Such licensE; shall be 
issued by the Commissioner only upon the written 
application of the person desiring it, such application 
if for a license to act as illsurance agent, being 
approved or endorsed by the company such person 
desires to represent, and shall be upon a form 
prescribed by the Commissioner giving such 
information as he may require, and upon payment 
of the corresponding fee hereinafter prescribed. The 
Commissioner shall satisfy himself as to the 
competence and trustworthiness of the applicant and 
shall have the rig'ht to refuse to issue or renew and 
to suspend or revoke any such license in his 
discretion. The license shall expire after the 
thirty-first day of December of the third year following 
the date of issuance unless it is renewed. 

"Licenses may be renewed in the case of the 
company represented by such agents, and in the case 
of insurance brokers, upon the application ofthe said 
brokers, themselves. 

"SEC. 308. The provisions of Sections 307 and 
309 shall apply to an employee who shall be engaged 
to sell insurance products by an insurance company. 

"SEC. J09. Any person who for compensation 
solicits or obtains insurance on behalf of any 
insurance company or transmits for a person other 
than himself an application for a policy or contract of 
insurance to or from such company or offers or 
assumes to act in the negotiating of such insurance 
shall be an insurance agent within the intent of this 
section and shall thereby become liable to all the 
duties, requirements, liabilities and penalties to 
which an insurance agent is subject. 
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"An insurance agent is an independent 
contractor and not an employee of the company 
represented. 'Insurance agent' includes an agency 
leader, agency manager, or their equivalent 

"Since the' insurance industry is imbued with 
public interest, the insurance companies upon 
approval of the Commissioner may exercise wide 
latitude in supervising the activities of their insurance 
agents to ensure the protection of the insuring public 

"SEC. 310. Any person who for any 
compensation, commisSIOn or other thing of value acts 
or aids in any manner in soliciting, negotiating or 
procuring the making of any insurance contract or in 
placing risk or taking out insurance, on behalf of an 
insured other than himself, shall be an insurance 
broker within the intent of this Code, and shall thereby 
become liable to all the duties, requirements, liabilities 
and penalties to which an insmance broker is subject. 

"SEC. Jll. Every applicant for an insurance 
broker's license shall file with the application and 
shall thereafter maintain in force while so licensed, 
a bond in favor of the people of the Republic of the 
Philippines executed by a company authorized to 
become surety upon official recognizances, 
stipulations, bonds and undertakings. The bond shall 
be in such amount as may be fixed by the 
Commissioner, but in no case less than Five hundred 
thousand pesos (p5PO,OOO.OO), and shall be conditioned 
upon full accounting and due payment to the person 
entitled thereto of funds coming into the broker's 
possession through insurance transactions under 
license. The bond shall remain in force until released 
by the Commissioner, or until cancelled by the surety. 
Without prejudice to any li&bility previously incurred 
thereunder, the surety may cancel the bond on thirty 
(30) days advance written notice to both the broker 
and the Commissioner. 

"Upon approval of the application, the applicant 
must also file two (2) errors and omissions 
(professional liability or professional indemnity) 

iii-



l28 

policIes Issued 881JarClteJy by IW(J (~) llisurallCe 
companies Clllthon:ceci to d(; b USInt:ss lfj the 
Philippines, saiisfa(;t,o]'y to the Commisswner tu 

indemnify the applicant agaInst any claml or damls 
for breach of duty as Insurance broker which lllay be 
made ·agalIlsL him by reason of any negligen L ClcL, 
error or Olll18S1011, whelJever or w hert:ver committed 
or alleged t.u have been commItted, on the PCll't. of Uk 
applicant or any pen;ou wbu has been, it; now, or may 
hereafter durmg the ,mbsistsnce of the policles be 
employed by the said applicant in l11s capClClty as 
insuranCE: broker Pl'olJided, 'rha!. the filing of any 
claim or clmmo; under one of such pOliCJe8 shall 
preclude the filing ofthe said cl81m or claims under 
the other pollcy The said policies shall be In such 
amounts as may be prescribed by tbe CommlsslOnet', 
d~pending- upon the size or amount of the broiung 
business of the ariplicant, but inno case shall the 
amount of each of such policies bE: le88 than Five 
hundred thousand pt:sos (P500,()()O.OO). 

"SEC. 312. The CommiSSlOner shall, in order 
to determme the competenee of every applicant to 
have the kind of lj(;ense applied for, l'equil'e such 
applicant to submlt to a written examinatlOD and to 
pass the sawe to the tlatlSfaction of the Commissioner 
'j'he Commissioner m;'v delegate or authoriz,e the 
admmistratloll of the exannna tlOn to an independent 
orgamzatwlJ, subJE:c;t tu 8llCb C()ndltlOlls that thE; 
COlnmlSSlOnel' way proVlde 

"S~C. :·n;-j An applicant for the wntten 
exarIllllar;ion llJentlOned in the pl't;<;eding section ill ust 
he of good mural charaCLer and mus!. not havt: been 
convicted of any crUDe l11volving moral turplt.ude He 
must satlSfaeLori.ly show tu the CommiSSIOner that. 
he has been trained in the kind of insurance 
contemplated in the licen"e applied for. Such 
eXamll1atlOJ1 iliay be waived if it is shown to the 
satisfactlOll of l.he CommisslOner that the applicant 
has undergone extellsive education and/or trallllllg 
ln mSUl'ance. 
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"SEC 314. An application for the issuance or 
renewal of a license tu act as an insurance agent or 
insurance broker may be refused, or such license, If 
already issued or renewed, shall be suspended or 
revoked if the Commissioner finds that the apphcam 
for, or holder of, such license: 

"(a) Has willfully violated any provision of tillS 

Code; Or 

"(b) Has intentHinally made a matenal 
misstatement in the application to qualify rOl" such 
license; or 

"(c) Has obtained or attempted to obtam a 
license by fraud or misrepresentation; or 

"(d) Has be~n guilty of fraudulent or dishonest 
practices; or 

"(e) Has misapPl"Opriated or converted to his 
own use or illegally withheld moneys required to be 
heJd in a fiduciary capacity; or 

n(f) Has not demonstrated trustworthiness 
and competence to transact business as an insurance 
agent or insuranee broker in such manner as tu 
safeguard the public; or 

"(g) H&.$ materially misrepresented the terms 
and conditions of policies or contracts of insurance 
which he seeks to selJ or has sold; or 

"(h) Has faiJed to pass the written examination 
prescribed, if not otherwise exempt from taking the 
same. 

"In addition to the foregoing causes, no ljcense 
to act as insuTance agent or insurance broker shall 
be renewed if the holder thereof has not been actIve 1y 
engaged as such agent or broker in accordance with 
such rules as the Commissioner may prescribe 

"SEC. 315. The premium, or any portion 
thereof, which an insurance agent or insurance broker 
collects from an insured and which is to be paid to an 
insurance company because of the assumption of 

.,. 
,.. 
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liability through the issuance of policies or contracts 
oi'insurance, shall be held by the agent or broker in 
a fiduciary capacity and shall not be misappropriated 
or converted to his own use or illegally withheld by 
the agent or broker. 

"Any insurance company which delivers to an 
insurance agent or insurance broker a policy or 
contract of insurance shall be deemed to have 
authorized such agent or broker to receIve on its 
behalf' payment of any premium which is due on such 
policy or contract of insurance at the time of its 
. issuance or delivery or which becomes due thereon. 

"In order to ensure faithful performance by the 
insurance agent or insurance broker of these fid uciary 
responsibilities, the Insurance Commissioner shall 
prescribe the minim um terms and conditions on such 
matters in the standard agency or brokers agTeement 
between the agents and/or the broker with the 
msurance com.parnes. 

"SEC. 316. Any provision of existing laws to 
the contrary notwithstanding, no person shall, within 
the Philippines, sell or offer for sale a variable contract 
or do or perform any act or thing in the sale, 
negotiation, making or consummating of any variable 
contract other than for himself' unless such person 
shall have a valid and current license from the 
CommisslOner authorizing such person to act as a 
variable contract agent. No such license shall be 
issued unless and until the Commissioner is satisfied, 
after examination that such person is by training, 
knowledge, ability and character qualified to act as 
such agent. Any such license may be withdrawn 
and cancelled by the Commissioner after notice and 
hearing, if he shall find that the holder thereof does 
not then have the qualifications required for the 
issuance of such license. 

"SEC. 317. ltshall be unlawful for any person, 
company or corporation in the Philippines to act as 
general agent of any insurance company unless he is 
empowered by a written power of attorney duly 
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executed by such insurance company, and registered 
with the Commissioner to receive notices, summons 
and legal processes for and in behalf of the insurance 
company concerned in connection with actions or 
other legal proceedings against said insurance 
company. It shall be the duty of said general agent 
to notify the Commissioner of his post office address 
in the Philippines, or any change thereof. Notices, 
summons, or processes of any kind sent by registered 
mail to the last registered address of such general 
agent of the company concerned or to the 
Commissioner shall be sufficient service and deemed 
as if served on the insurance company itself. 

"SEC. 318. Except as otherwise provided by 
law or treaty, it shall be unlawful for any person, 
partnership, association or corporation in the 
Philippines, for himself or itself, or for some other 
person, partnership, association or corporation, 
either to procure, receive or forward applications of 
insurance in, or to issue or to deliver or accept policies 
or contracts of insurance of or for, any insurance 
company or companies not authorized to transact 
business in the Philippines, covering risks, life or 
non-life, situated in the Philippines; and any such 
person, partnership, association or corporation 
violating the provisiqns of this section shall be 
deemed guilty of a penal offense, and upon conviction 
thereof, shall for each such offense be punished by a 
fine of Two hundred fifty thousand pesos 
(p250,OOO.OO), or imprisonment of six (6) months, 
or both, at the discretion of the court: Prouided, 
That the provisions of this section shall not apply to 
remsurance. 

"TITLE 2 

"REINSURANCE BROKERS 

"SEC. 319. Except as provided in the next 
succeeding title, no person shall act as reinsurance 
broker in the Philippines unless he is authorized as 
such by the Commissioner. 

'" 
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"A relnburance lnuke)' IS (lIlt whlJ, fur 
compensation, nOL lielllg i:1 duly alllJl~nzed agent. 
em ployee or off Jeer of flli J nsureJ' lil W Illch allY 
reinsurance is effected, actti or aids Ul any wanner In 

negotiating contracts of relmnu'ance, 01' placing' rIsks 
of effecting reinsurance, for any insurance company 
authorizedUJ du bU81neos in the Philippint::b. 

"SEC. 320. Upon appitcuDonandpaymenLofLhe 
corresponcimg' fee hereiuaitel' prescribed, and t11" filing 
of cwo (2) errors and OW18S10ns (Jll'ofe8SlOnallIabiln;y 01' 
profe8sional mdewruty) polil:Jes herelllaftel' de8crib.od, 
a person liay, iffo\.U1d qualilied, be issLled a lIcense lu 
acl as relnsw'ance broker LIY the CommiSSlOl1"r. Nu 
such license shall be valid after Dec.omber ::ll of the 
third year followmg its ISsllaDce unless it is renewed 

"The enors and omlSSJ(J118 (profei:lsionalliabiliry 
or professionalmdelllility) poilcies mentioned above 
shall mdemnify t11" apphc8nL agaiIlst any claim 01' 
claims for breach of duty as reinsul'ance broker w h.ich 
may be made against him by reason of any nt::gligent 
act, error or umi8siofl, whenever or wbereve1' 
committed or alleg'ed to have been committed, on the 
part of the applicant 01' any pe1'son who bas been, IS 

now, or may heJ'eafter during the sUPslstence of the 
policies be employed by the said applicant in hIS 
capacity as reinsurance broker: PrOt>ided, That the 
filing of any claim 01' claims under one of 8~ch policies 
shall preclude tbe filmg of the saHi claim or claims 
lmder the·other pollcy. The said polieies shall be issued 
separately by two (2) ln8urallce companies authorized 
to do business in the PhilipPlOe8 amI shall be m such 
amounts as may be prescribed, by the lnsurance 
CommiSSIOner, depending upon the size or amount. of 
the broking business ufthe Clpplicant, but in no case 
shall the amount of each of i:luch policies be less than 
Five hundred thousand pei:lOS (T'500,000.001. 

"SEC.321. Tbe COIDmissioner may recall, 
suspend or revoke t.he llcense granted to a 
reinsurance broker for v101a tion of any existing la w, 
rule and reg.ulation, or any pnJVJSlOn of this Code after 
due notice and bearing'. 
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"TITLE 3 

"RSSIllE;N'f AGENTS 

"SEC. 322. No person shall act as resident 
agent, as hereinafter defined, unless he is registered 
as such WIth tbe Commissioner. 

"SEC. 323. The t.erm residenL agent, as used 
m this title, is one duly appointed by a foreign lnSlU'er 
or broker not autborlzed to do business 1[1 the 
Philippines to receive in its behalf nocices, summons 
and legal processes in connectlon WIth actions or other 
legal proceedings againsl such foreign 'insurer ur 

broker. 

"SEC 324. The appilcation for a certificate of 
registration as reSIdent agent filed with the 
Commissiuner must be accompanied with a copy of 
the power of attorney, duly noLarized and 
authenticated by the Philippine Consul in the place 
where such foreign insurer or broker is domiciled, 
empowering the applicant to act as resident agent 
and to receive notices, summons and legal pl'QCeSSeb 
for and in behalf of such foreign insurer or broker in 
connection with any action or legal proceeding against 
such foreign insurer or broker. 

"SEC. 325. It shall be the duty of such resident 
agent to notify immediately the Commissioner of any 
change of his office address. 

"SEC. 326. A certificate of registration issued 
to a resident agent shall exprre on the thirty-first 
day of December of the third year following its issuance 

unless it is renewed. 

"The Commissioner may, after due notice and 
hearing, recall or cancel the certificate of 
registration issued to a resident agent for violation 
of any eXisting law, rule or regulation, or any 
provision of this Code. 
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"TITLE 4 

"NON-LIFE COMPANY UNDERWRITER 

"SEC. 327. No person shall act, and no 
company shall employ any person, as non-life 
company underwriter, whose duty and responsibility 
it shall be to select, evaluate and accept risks for, 
and to determine the r;erms and conditions, including 
those pertaining to amounts of retentions, under 
which such risks are to be accepted by the company, 
unless such underwriter is registered as such with 
the CommISSIOner. 

"SEC. 328. Every non-life insurance company 
doing business in the Philippines must maintain at 
all times a register of risks accepted and a claims 
register for each line of risks engaged in by such 
non-life insurance company with such entries therein 
as are now or as may hereafter be requiTed by the 
Commissioner, and it shall be the responsibility of 
the underwriter on the particular line of risk involved 
to see to it that the said registers are well maintained 
and kept, and that all entries therein are properly 
and correctly recorded. Such registers shall be open 
to inspection and examination of duly authorized 
representatives of the Commissioner at all times 
during business hours. 

"SEC. 329. No person shall be registered with 
the Commissioner, unless such person shall be at 
least twenty-one (21) years of age on the date of such 
registration; a resident of the Philippines; of good 
moral character and with no conviction of any' crime 
involving moral turpitude; has had at the tinIe such 
registration is made at least two (2) years of 
underwriting work in the particular line of risk 
involved; and has passed such qualifying written 
examination that the Commissioner shall conduct at 
such time and in such place as he may decide to hold 
for applicants desiring to act as underwriters. 

"Such examination shalll1ot. be required of any 
person who has served as non-life company 
underwriter for a period of at least five (5) years, if 
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the Commissioner is satisfied of the applicant's 
competence as shown by the results of his 
underwriting work in the non-life insurance 
company or companies that employed him in that 
capacity. The minimum underwriting experience 
herein required may be reduced or waived if it is 
shown to the satisfaction of the Commissioner that 
the non-life company underwriter has undergone 
extensive education and/or training in insurance. 

"SEC. 330. Any applicant who misrepresents 
or omits any material fact in his application for 
registration as a non"life company underwriter, or 
commits any 'dishonest act in taking or in 
connection with the qualifying written examination 
for underwriters, shall be barred from being 
registered as such non-life company underwriter 
and, if already registered, his registration shall be 
cancelled and the certificate of registration issued 
in his favor shall be recalled immediately by the 
Commissioner. 

"In the event that the certificate of authority of 
a non-life insurance company to transact business is 
suspended or revoked due to business failure arising 
largely from the imprudent and injudicious 
acceptance of risks by the underwriter concerned, the 
registration of such underwriter shall likewise be 
cancelled and his certificate of registration shall be 
recalled by the Commissioner, and no similar 
certificate shall thereafter be is~ued in his favor. 

"SEC. 331.. No certificate of registration issued 
to an underwriter shall be valid after December 31 of 
the third year following its issuance unless it is 
renewed. 

"The Commissioner may, after due notice and 
hearing, also suspend or cancel such certificate for 
violation of existing laws, rules and regulations or of 
any provisions of this Code. 

~ 

"" 
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"TITLE 5 

"AD,JUSTERS 

"SEC. 332. No person, partnership, association, 
or corporation shall ~ct. as an adjuster, as hereinafter 
defined, unless authorized so to act by virtue of a license 
issued or renewed by the Commissioner pursuant to 
the provisions of this Code: Provided, That in the case 
of a natural person, he must be a Filipino citizen and 
in the case of a partnership, association or corporation, 
atleast sixty percent (60%) of its capital must be owned 
by citizens ofthe Philippines. 

"SEC. 333. An adjuster may be anitJ.dependent 
adjuster or a public adjuster. 

"The term independent adjuster means any 
person, partnership, association or corporation which, 
for money, commission or any other thing of value, 
acts for or on behalf· of an insurer in the adjusting of 
claims arising under insurance contracts or policies 
issued by such insurer. 

"The term public adjuster means any person, 
part.nership, association or corporation which, for 
money, commission or any other t.hing of value, acts 
on behalf of an insured in negotiating for, or effecting, 
the settlement. of a claim or claims of the said insured 
arising under insurance contracts or policies, or which 
advertises for or solicits employment as an adjuster 
of such claims. 

"SEC. 334. For every line of insurance claim 
adjustment, adjusters shall be licensed either as 
independent adjusters or as public adjusters. No 
adjust.er shall act on behalf of an insurer unless said 
adjuster is licensed as an independent adjuster; and 
no adjuster shall act on behalf of an insured unless 
said adjuster is licensed as a public adjuster: 
Provided, however, That when a firm or person has 
been licensed as a public adjuster, he shall not be 
granted another license as independent adjuster and 
vice versa. 
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"No license, however, shall be required of any 
company adjuster who is a salaried employee of an 
insurance company for the adjustment of claims filed 
under policies issued by such insurance company. 

"SEC. 335. Such license or any renewal thereof 
may be issued by the Commissioner upon written 
application filed by the person interested on the form or 
forms prescribed by the Commissioner, wmch shall 
contain such information as he may require, and upon 
payment of the corresponding fee hereinafter prescribed. 

"SEc.336 The Commissioner shall conduct, 
at such times, and in such places as he may decide to 
hold, written examinations to determine the 
competence and ability of applicants desiring to act 
as adjuster of insurance claims. 

"SEC. 337. No adj uster' s license issued 
hereunder shall be valid after December 31 of the 
third year following the issuance of such license unless 
it is renewed. 

"SEC. 338. Nothing contained in this title 
shall apply to any duly licensed attorney-at-law who 
acts or aids in adjusting insurance claims as an 
incident to the practice of his profession and who does 
not advertise himself as an adjuster. 

"SEC. 339. The Commissioner may suspend or 
revoke any adjuster's license if, after giving notice 
and hearing to the adjuster concerned, the 
Commissioner finds that the said adjuster: 

"(a) Has violated any provision of this Code and 
of the circulars, rulings and instructions of the 
Commissioner or has violated any law in the course 
of his dealings as an adjuster; or 

"(b) Has made a material misstatement in the 
application for such license; or 

" (c) Has been guilty of fraudulent or dishonest 
practices; or 

... 
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"(d) Has demonstrated his Incompetence or 
untrustworthiness [0 act as adjuster; or 

"(e) Has made patently unjust valuation of 
loss; or 

"(f) Has failed to make a report. of the 
adjustment he proposed within sixty (60) days from 
the date of the filing of the claim by the insured with 
the insurer, unless prevented so to do by reasons 
beyond his control; or 

"(g) Has refused to allow an examination into 
his affaiJ:s or method of doing business as heremafter 
provided 

. "SEC. 340. Ev~ry adjuster shall slibmit to the 
Commissioner a quarterly report of' all losses which 
are the subject of' adjustment effected by him during 
each month in the form prescribed by the 
Commissioner. The report shall be filed within one 
(1) month after the end of each quarter. 

"SEC. 341. Every adjuster shall keep his or its 
books, records, reports, accounts, and vouchers in 
such manner that the Commissioner or his duly 
authorized representatives may readily verify the 
quarterly reports of the said adjuster and ascertain 
whether the said adjuster has complied with the 
provisions oflaw or regulations obligatory upon him 
or whether the method of doing business of the said 
adjuster has been fair, just and honest. 

"SEC. 342. The Commissioner shall, at least 
once a year and whenever he considers the public 
interest so demands, cause an examination to be made 
into the affairs and method of doing business of every 
adjuster. 

"SEC. 343. ~t\ny violation of any provision of this 
title shall be punished liy a fine of' not less than Ten 
thousand pesos (plO,OOO.OO), or by imprisonment at 
the discretion of the court: Provided, That, in case 
of a partnership, association or corporation, the said 
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penalty shall be imposed upon the partner, president, 
manager, managing director, director or person in 
charge of its business or responsible for the viola tion. 

"TITLE 6 

"ACTUARIES 

"SEC. 344. No me insurance company shall be 
licensed to do business in the Philippmes nor shall 
any life insurance company doing business in the 
Philippines be allowed to continue doing such business 
unless they shall engage the services of an actuary 
duly accredited with the Commissioner who shall, 
during his tenure of office, be directly responsible for 
the direction and supervision of all actuarial work 
connected with or that may be involved in the business 
ofthe insurance company. The Commissioner may 
also require non-life insurance companies to engage 
the services of an accredited actuary, in accordance 
with the rules and regulations that the Commissioner 
will formulate. 

"SEC. 345. Any person may be officially 
accredited by the Commissioner to act as an actuary 
in any life insurance company or in any mutual 
benefit association authorized to do business in the 
Philippines upon applicationtherefor and the payment 
of the corresponding fee hereinafter prescribed: 
Provided, That: 

"(a) He is a fellow of good standing of the 
Actuarial Society ofthe Philippines at the time of his 
appointment and remains in such good standing 
during the tenure of his engagement; or 

"(b) In the case of one who is not a fellow ofthe 
Actuarial Society ofthe Philippines, he meets all the 
requirements of the said Society for accreditation as 
a fellow of the Society, and has been given permission 
by the pertinent government authorities in the 
Philippines to render services in the Philippines, in 
the event that he is not a citizen ofthe Philippines. 

". 
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"The registratioD of the actuary shall be 
suspended or revoked by the CommIssioner on the 
following grounds: 

"(1) Failure to adequately perform required 
functions and duties under this Code; 

"(2) Failure to disclose conflIct ofinterest; 

"(3) Failure to comply vi'ltb the Code of 
Conduct of the Actuarial Society of the Philippines; 
or 

"(4) Such other grounds that may be 
determined by the CommlSsioner. 

"No actuary engaged by a life insurance company 
shall be at. the same time a stockholder or a director of 
the board, chief executive officer or chief financial officer 
of the company or hold any position that the 
Commissioner may determine to have an inherent 
conflict of interest to the position of an actuary. 

"No certificate ofregi;3tration issued under this 
ti tle shall be valid after December 31 of the third 
year following its issuance unless it is renewed. 

"SEC. 346 The following documents, which are 
from time to time submitted to the Commissioner by 
a'life insurance company authorized to do business 
in the Philippines, shall be duly certified by aD 
accredited actuary employed by such company: 

II (a) Policy reserves, clainls or loss reserves and 
net due and deferred premiums. 

"(b) Statements of bases and net premiums, 
loading for gross premiums, and on non-forfeiture 
values and reserves, when applying for approval of 
gross premiums, reserves and non-forfeiture values. 

II (c) Policies of insurance under any plan. 
submitted to the Commissioner as required by law. 

"Cd) Annual statements and valuation reports 
submitted to the Commissioner as required by law. 
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"(e) Financial projection showing the probable 
income and outgo and reserve requirements, 
enumerating the actuarial assumptions and bases of 
projections. 

"(f) Valuation of annuity funds or retirement 
plans. 

"The Commissioner may also require non-life 
insurance companies to submit, from time to time, 
similar documents which shall be duly certified by 
an accredited actuary employed by such company. 

"Any life insurance company authorized to do 
business in the Philippines may employ any person 
who is not officially accredited under either of the 
qualifications for any kind of actuarial work: Provided, 
That he shall not, at any time, have the authority to 
certify to the correctness of the foreg-oing documents. 

"SEC. 347. No accredited actuary shall serve 
more than one client or employer at the same time. 
However, one already in the employ of an insurance 
company may be allowed by the Commissioner to 
serve a mutual benefit association or any other 
insurance company, provided the following conditions 
are first complied with: 

"(a) That the request to engage his services 
by the other emp loyer is in writing; 

"Cb) That his present employer acquiesced to 
it in writing; and 

II (c) That he furnishes the Commissioner with 
copies of said request and acquiescence. 

"No external auditor shall be engaged by 
supervised persons or entities unless it has been 
issued an accreditation certificate by the 
Commissioner. The accreditation certificate shall be 
valid until December 31 of the third year from 
issuance unless it is revoked or sUElpended.· The 
Commissioner shall issue rules and regulations to 
govern the accreditation of the external auditor and 
the revocation or' suspension of the accreditation. 

... 
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"TITLE 7 

"RATING ORGA!'iIZATION AND RATE MAKING 

"SEC. 348 Every organization which now 
exists or which may hereafter be formed for the 
purpose of making rates to be used by more than one 
insurance company authorized to do business in the 
Philippines shall be known as a rating organization. 
The term rate as used in this title shall generally 
mean the ratio of the premium to the amount insured 
and shall include, as the context may require, either 
the consideration to be paid or charged for insurance 
contracts, including surety bonds, or the elements 
and factors forming the basis for the determination 
or application of the same, or both. 

"SEC. 349. Every rating organization which 
now exists or which may hereafter be formed shall be 
subject to the provisions of this title. 

"SEC. 350. No rating organization hereafter 
formed shall commence rate-making operations until 
it shall have obtained a license from the 
Commissioner. Before obtaining such license, such 
rating organization shall file with the Commissioner 
a notice of its intention to commence rate-making 
operations, a copy of its constitution, articles of 
agreement or association, or of incorporation, and its 
bylaws, a list of insurance companies that have 
agreed to become members or subscribers, and such 
other information concerning such rating organization 
and its operations as may be required by the 
Commissioner. Hthe Commissioner finds that the 
organization has complied with the provisions oflaw 
and that it has a sufficient number of members or 
subscribers and is otherwise qualified to function as 
a rating organization, the Commissioner may issue 
a license to such rating organization authorizing it 
to make rates for the kinds. of insurance or 
subdivisions thereof as may be specified in such 
lic~nse. No license issued to a rating organization 
shall be valid after December 31 of the third year 
following its issuance unless it is renewed. No rating 
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organization which now exists and is not licensed 
pursuant to this section shall continue rate-making 
operations until it shall have obtained from the 
Commissioner a license which he may issue if satisfied 
that such organization is complyjng with the provisions 
of this title. Every rating organization shall notify the 
Commissioner promptly·of every change in: 

H(a) Its constitution, its articles of agreement 
or association or its certificate of incorporation, and 
its bylaws, rules and regulations governing the conduct 
of its business; and 

"(b) Its list of members and subscribers_ 

HA member means an insurer who participates 
in or is entitled to participate in the management of 
a rating organization. 

"A subscriber means an insurer which is 
furnished at its request with rates and rating manuals 
by a rating organization of which it is not a membe-r. 

"SEC. 351. Each rating organization shall 
furnish its rating service without discrimination to 
all of its members and subscribers, and shall, subject 
to reasonable rules and r·egulations, permit any 
insurance company doing business in the 
Philippines, not admitted to membership, to become 
a subscriber to its rating services for any kind of 
insurance or subdivisions thereof. Notice of proposed 
changes in such rules and regulations shall be given 
to suhscribers. The reasonableness of any rule or 
regulation in its application to subscribers, or the 
refusal of any rating organization to admit an 
insurance company as a subscriber, shall, at the 
request of any subscriber or any such insurance 
company, be reviewed by the Commissioner at a 
hearing held upon at least ten (10) days' written 
notice to such rating organization and to such 
subscriber, or insurance company. The Commissioner 
may, after such hearing, issue an appropriate order. 

"" 
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"SEC. 352. No rating organization or any 
other association shall refuse to do business with, or 
prohibit or prevent the payment of commissions to, 
any person licensed as an insUl'ance broker pursuant 
to the provisions of Title 1 of this chapter. 

"SEC 353. Rating organizations shall be 
subject to examination by the Commissioner, as 
often as he may deem such examination expedient, 
pUl'suant to the provisions of this Code applicable to 
the examination of insurance companies. He shall 
cause such an examination of each rating 
organization to be made at least once in every five 
(5) years 

"SEC. 354. The Commissioner may suspend or 
revoke the license of any rating organization which 
fails to comply with his order within the time limited 
by such order, or any extension thereofwhich he may 
grant. The Commissioner may determine when a 
suspension of license shall become effective and it shall 
remain in effect for the period fixed by him, unless 
he modifies or rescinds such suspension. 

"SEC. 355. Any rating organization may 
subscribe for or purchase actuarial, technical or other 
services, and such services shall be available to all 
members and subscribets without discrimination. 

"SEC. 356. Any rating organization may provide 
for the examination of policies, daily reports, binders, 
renewal certificates, endorsements or other instruments 
of insurance, or the cancellation thereof, and may make 
reasonable rules governing their submission. Such rules 
shall contain a provision that in the event an insurance 
company does not within sixty (60) days furnish 
satisfactory evidence to the rating organization of the 
correction of any error or omission previously called to 
its attention by the rating organization, it shall be the 
duty of the rating organization to notify the 
Commissioner thereof. All information so submitted 
for examination shall be confidential. 
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"SEC. 357. Cooperation among rating 
organizations or among rating organizations and 
insurers in rate making or in other matters within 
the scope of this title is hereby authorized, provided 
the filings resulting from such cooperation are subject 
to all provisions of this title which are applicable to 
filings generally. The Commissioner may review such 
cooperative activities and practices and if he finds 
that any such activity or practice is unfair or 
unreasonable or otherwise inconsistent with the 
provisions of this title, he may issue a written order 
specifying in w ha t respects such activity or practice 
is unfair or urneasonable or otherwise inconsistent 
with the provisions of this title, and requiring the 
discontinuance of such activity or practice. 

"SEC. 358. Every rating organization and 
every insurance company which makes and files its 
own rates, shall make rates for all risks rated by 
such organization or insurance company in 
accordance with the following provisions: 

"(a) Basic classification, manual, minimum, 
class, or schedule rates or rating plans, shall be made 
and adopted for all such risks. Any departUl'e from 
such rates shall be in accordance with schedules, 
rating plans and rules filed with the Commissioner; 

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

"(c) No rate shall discriminate unfairly 
between risks involving essentially the same hazards 
and expense elements or between risks in the 
application of like charges and credits; 

"Cd) Consideration shall be given to the past and 
prospective loss experience, including the conflagration 
and catastrophe hazards, if any, to all factors 
reasonably attributable to the class of risks, to a 
reasonable profit, to commissions paid dUl'ing the most 
recent annual period and to past and prospective other 
expenses. In case of fire insurance rates, consideration 

It-
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shall be given to the experience oHhe fire insurance 
business during a penod of not less than five (5) years 
next preceding the year in which the review is made; 

"(e) Risk may be grouped by classificatlOns for 
the establishment of rates and minimum premiums. 
Classification rates may be modified to produce rates 
for individ ual risks in accordance with ratlng plans 
which establish standards for measuring variations 
in hazards or expense provisions, or both. Such 
standards may measure any difference among risks 
that can be demonstrated to have a probable effect 
upon losses or expenses 

"SEC. 359. No rating organization and no 
insurance company which makes and files its own 
rates shall make or promulgate any rate or schedule 
of rates which is to be applied to any fire risk on the 
condition that the whole amount of insurance on any 
risk or any specified part thereof shall. be placed with 
the members of or subscribers to such rating 
organization or with such insurer. 

"SEC. 360. Every insurance company doing 
business in the Philippines shall. annuaDy file with 
the rating organization of which it is a member or 
subscriber, or with such other ag·ency as the 
Commissioner may designate, a statistical report 
showing· a classification schedule of its premiums and 
losses on all. kinds or types of insurance business to 
which Section 358 is applicable, and such other 
information as the Commissioner may deem necessary 
or expedient for the administration of the provisions 
of this title. 

"SEC. 361. Every non-life rating organization 
and every non-life insurance company doing business 
in the Philippines shall file with the Commissioner, 
except as to risks which by general custom of the 
business are not written according to manual rates or 
rating plans, every rate manual, schedule of rates, 
claStl:ification of risks, rating plan, and every other rating 
rule and every modification of any of the fo;egoing which 
it proposes to use. An insurance company may satisfy 
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its obligation to make such filings for any bnd or type 
of insurance by becoming a member of or subscriber to 
a rating org·anization which makes such filings for such 
kind or type of insurance, and by authorizing the 
Commissioner to accept such filings of the rating 
organization on behalf of such insurance company. 

"SEC. 362. Every manual or schedule of rates 
and every rating plan filed as provided in the 
preceding section shall state or clearly indicate the 
character and extent of the coverage to which any 
such rate or any modification thereof will be applied. 

"SEC. 363. The CommisslOner shall review 
filings as soon as reasonably possible after they have 
been made in order to determine whether they meet 
the requirements of this title. When a filing is not 
accompanied by the information upon which the 
insurance company supports such filing, and the 
Commissioner does not have sufficient information 
to determine whether such filing meets the 
requirements of this title, he shall require such 
insurance company to furnish the information upon 
which it supports such filing. The information 
furnished in support of a filing may include: 

"Ca) The experience or judgment of the 
insurance company or rating organization making 
the filing; 

"(b) Its interpretation of any statistical. data it 
relies upon; 

"Cc) The experience of other insurance 
companies or rating organization; or 

"(d) Any other relevant factors. 

"SEC. 364. If the Commissioner finds that any 
rate filings theretofore filed with him do not comply 
with the provisions of this title or that they provide 
rates or rules which are inadequate, excessive, 
unfairly discriminatory or otherwise unreasonable, 
he may order the same withdrawn and at the 
expiration of sixty (60) days thereafter the same shall 

... 
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be deemed no longer on file. Before making any such 
finding and order, the Commissioner shall give notice. 
not less than ten (10) days in advance, and a hearing, 
to the rating organization, or to the msurer, which 
filed the same Such order shall not affect any 
contract or policy made or issued prior to the expIration 
of such sixty (60J-d.ay period.. 

"SEC. 365. No member or subscriber of a 
rating organization, and no insurance company doing 
business III the Philippines, or agent, employee or 
other representative of such compan:y, and no 
insurance broker shall charge or demand a rate or 
receIve a premium which deviates from the rates, 
rating plans, classifications, schedules, rules and 
standards, made and last filed by a rating 
organization or by or on behalf of the insurance 
company, or shall issue or make any policy or contract 
involving a violation of such rate filings. 

"SEC. 366. Notwithstanding any other 
provisions of this title, upon the written application 
ofthe insurer, stating his reasons therefor, filed with 
and approved by the Commissioner, a rate in excess 
of that provided by a filing otherwise applicable may 
be used on any specific risk. 

"SEC. 367. Whenever the Commissioner shall 
determine, after notice and a hearing, that the rates 
charged or filed on any class of risks are excessive, 
discriminatory, inadequate or unreasonable, he shall 
order that such rates be appropriately adjusted 
For the purpose of applying the provlsions of this 
section, the Commissioner may from time to time 
approve reasonable classifications of risks for any or 
all such classes, having due regard to the past and 
prospective loss experience, including confiagl'ation 
or catastrophe hazards, if any, to all other relevant 
factors and to a reasonable profit. 

"SEC. 368. Nothing contained in this title 
shall be construed as requiring any insurer to become 
a member of or subscriber to any rating organization. 

~. 
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"SEC. 369. Agreements may be made among 
insurance companies with respect to the equitable 
apportionment among them of in·surance which may 
be afforded applicants who are in good faith entitled 
to but are unable to procure such insurance through 
ordinary methods and such insurance companies 
may agree among themselves on the use of 
reasonable rates and modifications for such 
insurance, such agreements and rate modifications 
to be subject. to the approval of the Commissioner: 
Provided, however, That. the provisions of this 
section shall not be deemed t.o apply to wQrkmen's 
compensation insurance. 

"SEC. 370. No insurance company doing 
business in the Philippines or any.agent thereof, 
no insurance broker, and no employee or other 
representative of any such insurance company, 
agent, or broker, shall make, procure or negotiate 
any contract of insurance or agreement as to policy 
contract, other than is plainly expressed in the 
policy or other written contract issued or to be 
issued as evidence thereof, or shall directly or 
indirectly, by giving or sharing a commission or in 
any manner whatsoever, payor allow or offer to 
payor allow to the insured or to any employee of 
such insured, either as an inducement to the 
making of such insurance or after such insurance 
has been effected, any rebate from the premium 
which is specified in the policy, or any special favor 
or advantage in the dividends or other benefits to 
accrue thereon, or shall give or offer to give any 
valuable consideration or inducement of any kind, 
directly or indirectly, which is not specified in such 
policy or contract of insurance; nor shall any such 
company, or any agent thereof, as to any policy or 
contract of insurance issued, make any 
discrimination against any Filipino in the sense 
that he is given less advantageous rates, dividends 
or other policy conditions or privileges than are 
accorded to other nationals because of his race. ... 
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"SEC. 371. No insuranCE:: company doing 
business in the Philippinep, and no officer, dU'ecwT, 
or agent thereof, and no insurance broker or any other 
person, partnership or corporation shall issue or 
circulate or cause or permit to be issued or circulated 
any literature, illustration, circular or statement of 
any sort misrepresenting the terms of any policy 
issued by any insurance company of the benefits or 
advantages promlsed thereby, or any misleading 
estimate of the dividends or share of surplus to be 
received thereon, or shall use any naIDe or title of 
any policy or class of policies misrepresenting the true 
nature thereof; nor shall any such company or agent 
thereof, or any other person, partnership or 
corporation make any misleading representatlOn or 
incomplete comparison of policies to any person 
insured in such company for the purpose of i11ducing 
or tending to induce such person to lapse, forfeit, or 
surrender his said insuranee. 

"SEC. 372. If the Commissioner, after notice 
and hearing, finds that any insurance company, 
rating organization, agent, broker or other perSOll 
has violated any of the provisions of this title, it shall 
order the payment of a fine not to exceed Twenty-five 
thousand pesos (p25,OOO.OO) for each such offense, 
and shall immediately suspend or revoke the license 
issued to such insurance company, rating 
organization, agent, or broker. The issuance, 
procurement Of negotiation of a single policy or 
contract of insurance shall be deemed a separate 
offense. 

"TITLE 8 

"PROVISION COMMON TO AGENTS, 

BROKERS AND ADJUSTERS 

"SEC. 373. A license issued to a partnership, 
association or corporation to act as an insurance 
agent, general agent, insurance broker, reinsurance 
broker, or adjuster shall authorize only the individual 
named in the license who shall qualify therefor as 
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though an individual licensee. The Commissioner 
shall charge, and the licensee shall pay, a full 
additional license fee as to each respective individual 
so named in such license in excess of one. 

"Licenses and certificates of registration issued 
under the provisions of this chapter may be renewed 
by the filing of notices of intention on forms to be 
prescribed by the Commissioner and payment of the 
fees therefor. 

"SEC. 374. The Commissioner, in consultation 
with the duly accredited associations representing the 
insurance industry, shall adopt and prom ulgate a code 
of conduct to promote integrity, honesty and ethical 
business practices among insurance agents, 
distributors and other intermediaries. 

"TITLE 9 

"B.'ill CASSURAN CE 

"SEC. 375. The termbancassurance shall mean 
the presentation and sale to bank customers by an 
insurance company of its ll1.surance products within 
the premises of the head office of such bank duly 
licensed by the Bangko Sentral ng Pilipinas or any of 
its branches under such rules and regulations which 
the Commissioner and the Bangko Sentral ng Pilipinas 
may promulgate. To engage in bancassurance 
arrangement, a bank is not required to have equity 
ownership of the insurance camp any. No insurance 
company shall enter into a bancassurance 
arrangement unless it possesses all the requirements 
as may be prescribed by the Commissioner and the 
Bangko Sentral ng Pilipinas. 

"No insurance product under this section, 
whether life or non-life, shall be issued or delivered 
unless in the form previously approved by the 
Commissioner. 

"SEC. 376. Personnel tasked to present and 
sell insurance products within the bank premises shall 
be duly licensed by the Commissioner and shall be 
subject to the rules and regulations of this Act. 
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"SEC. 377. The Commissioner and the Bangko 
Sentral ng Pilipinas shall promulgate rules and 
regulations tQ effectively supervise the business of 
bancassurance. 

"CtLA.PTER V 

"SECURITY FUND 

"SEC. 3 7 8. There is hereby created a fund to be 
ki"1own as the Security Fund which shall be used m the 
payment of allowed claims against an msurance 
company authorized to transact business in the 
Philippines remaming unpaid by reason of the iru;olvenc;y 
of such company The said Fund may also be used to 
reinsure the policy of the insolvent insurer in any solvent 
insurer authOlized to do business in the Philippines as 
provided in Section 256. The Fund may likewise be 
used to pay insured claims which otherwise would not 
be compensable under the provisions of the policy. No 
payment from the Security Fund shall, however, be 
made to any person who owns or controls ten percent 
(10%) or more of the voting shares of stock of the insolvent 
insurer and no payment on anyone claim shall exceed 
Twenty thousand pesos (P20,OOO.OO). 

"SEC. 379. SU.ch Fund shall consist of all 
payments made to the Fund by insurance companies 
authorized to do business in the Philippines. Payments 
made by life insurance companies shall be treated 
separately from those made by non-life insurance 
companies and the corresponding fund shall be called 
Life Account and Non-Life Account, respectively, and 
shall be held and administered as such by the 
Commissioner in accordance with the provisions of this 
title. The Life Account shall be utilized exclusively for 
disbursements that refer to life insurance companies, 
while the N on-Life Account shall be utilized exclusi v/?ly 

. for disbursements that refer to non-life insurance 
companies. 

"SEC. 380. All insurance companies doing 
business in the Philippines shall contribute to the 
Security Fund, Life or Non-Life Account, as the case 
may be, the aggregate amount of Five million pesos 
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CP5,OOO,OOG.OO) for each Account. The contributions 
of the life insurance companies and' of the non-life 
insuran~e companies shall be in direct proportion to 
the ratio between a particular life insurance company 
or a particular non-life insurance company's net w.orth 
and the aggregate net worth of all life insurance 
companies or all non-life insurance companies, as the 
ease may be, as shown in their latest financial 
statements approved by the Commissioner. This 
proportion applied to the Five million pesos 
(P5,OOO,OOO.OO) shall be the contribution of a 
particular company to the corresponding Account of 
the Security Fund. 

"The amount of Five million pesos 
(P5,OOO,OOO.OO) in each Account shall be in the form 
of a revolving trust fund. The respective contributions 
of the companies shall remain as admitted assets in 
their books and any disbursement therefrom shall be 
deducted proportionately from the contributions of 
each company which will be allowed as deductions 
for income tax purposes. Any earnings of the Fund 
shall be turned over to the contributing companies in 
proportion to their contributions. 

"In the case of disbursements of funds from the 
Fund as provided in the foregoing paragraph, the life 
and non-life companies, as the case may be, shall 
replenish the amount disbursed in direct proportion 
to the individual company's net worth and the 
aggregate net worth ofthe life or non-life companies, 
as the case may be. However, in no case shall the 
Fund exceed the aggregate amount of Ten million 
pesos (PIO,OOO,OOO.OO), or Five million pesos 
(p5,OOO,OOO.OO) for each Account. 

"Should the Fund, Life or Non-Life Account, 
as the case may be, be inadequate for a disbursement 
as provided for, then the Life or Non-Life companies, 
as the case may be,shall contribute to the Fund their 
respective shares in the proportion previously 
mentioned. '" 
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"SEC. 381. The CommisslOner may adopt, 
amend, and enforce all reasonable rules and 
regulations necessary for the proper administration 
of the Fund and of the Accounts. In thE: event any 
insurer shall fail tu make any payment required by 
this title, or that any payment made IS incorrect, he 
shall have full authority to examine all the books 
and records of the insurer for the purpose of 
ascertaimng the facts and shall determine the 
correct amount to be paid and may proceed In any 
court of competent jurisdlction to recover for the 
benefit of the Fund or of the Account concerned any 
sum shown to be due upon such examination and 
determination. Any insurer which fails to make any 
payment to the Fund or to the Account concerned 
when due, shall thereby forfeit to said Fund or 
Account concerned a penalty of five percent (5%) of 
the amount determined to be due as provided by this 
title, plus one percent (1 %) of such amount for each 
month of delay or fraction thereof, after the 
expiration of the first month of such delay, but the 
Commissioner, If satisfied that the delay was 
excusable, may remit all or any part of such penalty. 
The Commissioner, in his discretion, may suspend 
or revoke the certificate of authority to do business 
in the Philippines of any insurance company which 
shall fail to comply with this title or to pay any 
penalty imposed in accordance therewith. 

"SEC. 382. The Accounts created by this title 
shall be separate and apart from each other and from 
any other fund. The Treasurer of the Philippines 
shall be the custodian of the Life Account and 
Non-Life Account of the Security Fund; and all 
disbursements from any Account shall be made by 
the Treasurer of the Philippines upon vouchers signed 
by the Commissioner or his deputy, as hereinafter 
provided. The moneys of said Account may be invested 
by the Commissioner only in bonds or other 
instruments of debt of the Government of the 
Philippines or its political subdivisions or 
instrumentalities. The Commissioner may sell any 

~, 
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of the securities In which an Account is invested, if 
advisable, for its proper administration or in the best 
interest of such Account. 

"SEC. 383. Payments from either the Life 
Insurance Account or Non-Life Account, as the case 
may be, shall be made by the Treasurer of the 
Philippines to the Commissioner, upon the authority 
of appropriate certificate filed with him by the 
Commissioner acting in such capacity 

"SEC. 384. The Commissioner may, in his 
discretion, designate or appoint a duly authorized 
representative or representatives to appear and defend 
before any court or other body or official having 
jurisdiction any Or all actions or proceedings against 
principals or assureds on insurance policies or 
contracts issued to them where the insurer h.as 
become insolvent or unable to meet its insurance 
obligations. The Commissioner shall have, as of the 
date of insolvency of such insurer or as of the date of 
its inability to meet its insurance obligations, only 
the rights which such insurer would have had if it 
had not become insolvent or unable to meet its 
insurance obligations. For the purpose of this title, 
the Commissioner shall have power to employ such 
counsel, clerks and assistants as he may deem 
necessary. 

"SEC. 385. The expense of administering an 
Account shall be paid out of the Account concerned. 
The Commissioner shall serve as administrator of 
the Fund and of the Accounts without additional 
compensation, but may be allowed and paid from 
the Account concerned expenses incurred in the 
performance of his duties in connection with said 
Account. The compensation of those persons 
employed by the Commissioner shall be deemed 
administration expense payable from the Account 
concerned. The Commissioner shall include in his 
annual report to the Secretary of Finance a 
statement. of the expenses of administration of the 
Fund and of the Life Account and Non-Life Account 
for the preceding year. 



156 

"CHAPTER V1 

"COMPULSORY MOTOH VEHICLE 
LiABILITY INSURAN CE 

"SEC. 386. For purposes of this chapter: 

"\a) M~otor Vehicle is any vehicle as defined in 
Section 3, paragraph (a) of Republic Act No 4136, 
otherwise known as the 'Land Transportation and 
Traffic Code' 

"(b) Passenger is any fare paymg person being 
transported and conveyed m and by a motor vehicle 
for transportation of passengers for compensation, 
including persons expressly authorized by law or by 
the vehicle's operator or his agents to ride without 
fare. 

"(c) Third party is any person other than a 
passenger as defined in this section and shall also 
exclude a member of the household, or a member of 
the family within the second degree of consanguinity 
or affinity, of a motor vehicle owner or land 
transportation operator, as likewise defined herein, 
or his employee in respect of death, bodily inJury, or 
damage to property arising out of and in the course of 
employment. 

"(d) Owner or motor vehicle owner means 
the actual legal owner of a motor vehicle, in whose 
name such vehicle is duly registered with the Land 
Transportation Office; 

"(e) Land transportation operator means the 
owner or owners of motor vehicles for transportation 
of passengers for compensation, including school 
buses. 

"(f) Insurance policy or Policy refers to a 
contract of insurance against passenger and 
third-party liability for death or bodily injuries and 
damage to pr-operty arising from motor vehicle 
accidents. 
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"SEC. 387. It shall be unlawful for any land 
transportation operator or owner of a motor vehicle 
to operate the same in the public highways unless 
there is in force in relation thereto a policy of 
insurance or guaranty in cash or surety bond issued 
in accordance with the provisions of this chapter to 
indemnliy the death, bodily injury, and/or damage to 
property of a third-party or passenger, as the case 
may be, arising from the use thereof. 

"SEC. 388. The Commissioner shall furnish 
the Land Transportation Office with a list of insurance 
companies authorized to issue the policy of insurance 
or surety bond required by this chapter. 

"SEC. 389. The Land Transportation Office 
shall not allow the registration or renewal of 
registration of aI+Y motor vehicle without first 
requiring from the land transportation operator or 
motor vehicle owner concerned the presentation and 
filing of a substantiating documentation in a form 
approved by the Commissioner evidencing that the 
policy of insurance or guaranty in cash or surety bond 
required by this chapter is in effect. 

"SEC. 390. Every land transportation operator 
and every owner of a motor vehicle shall, before 
applying for the registration or renewal of registration 
of any motor vehicle, at his option, either secm8 an 
insurance policy or surety bond issued by any 
insurance company authorized by the Commissioner 
or make a cash deposit in such amount as herein 
required as limit of liability for purposes specified in 
Section 387. 

"(a) In the case of a land transportation 
operator, the insurance guaranty in cash or surety 
bond shall cover liability for death or bodily injuries 
of third-parties andior passengers arising out of the 
use of such vehicle in the amount not less than Twelve 
thousand pesos (PU,OOO.OO) per passenger or 
third-party and an amount, for each of such categories, 
in anyone accident of not less than that set forth in 
the following scale: 

.'" 
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"(1) Motor vehicles with an authorized capacity 
of twenty-six (26) or more passengers: Fifty thousand 
pesos (p50,OOO.GO); 

"(2) Motor vehicles with an authorized capacity 
of from twelve (12) to twenty-five (25) passengers: 
Forty thousand pesos CP40,OOO.OO); 

"(3) Motor vehicles with an authorized capacity 
of from six (6) to eleven (11) passeng'ers: Thirty 
thousand pesos (P30,OOO.OO); . 

"(4) Motor vehicles with an authorized capacity 
of five (5) or less passengers: Five thousand pesos 
(p5,OOO.OO) multiplied by the authorized capacity. 

"Pro uided, howeuer, That such cash deposit made 
to, or surety bond posted with, the Commissioner shall 
be resorted to by him in cases of accidents the 
indemnities for which to third-parties and/or passengers 
are not settled accordingly by the land transportation 
operator and, in that event, the said cash deposit shall 
be replenished or such surety bond shall be restored 
within sixty (60) days after imp~irment or expiry, as 
the case may be, by such land transportation operator, 
otherwise, he shall secure the insurance policy required 
by this chapter. The aforesaid cash deposit may be 
invested by the Commissioner in readily marketable 
government bonds and/or securities. 

"(b) In the case of an owner of a motor vehicle, 
the insuxance or guaranty in cash or surety bond 
shall cover liability for death or injury to third-parties 
in an amount not less than that set forth in the 
following scale in anyone accident: 

"(1) Private Cars 

"(i) Bantam: Twenty thousand pesos 
(P20,OOO.OO); 

"(ii) Light: Twenty thousand pesos 
(p20,OOO.OO); and 

H(iii) Heavy: Thirty thousand pesos 
(p30,OOO.OO). 
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H(2) Other Private Vehicles 

H(i) Tricycles, motorcycles and scooters: 
Twelve thousand pesos (p12,OOO.OO); 

"(ii) Vehicles with an unladen weight of 2, 600 
kilos or less: Twenty thousand pesos (p20,OOO.OO'); 

H(iii) Vehicles with an unladen weight of 
between 2,601 kilos and 3,930 kilos: Thirty thousand 
pesos (P30,OOO.OO); and 

H(iv) Vehicles with an unladen weight over 
3,930 kilos: Fifty thousand pesos (p50,OOO.OO) 

"The Commissioner may, if warranted, set forth 
schedule of indemnities for the payment of clalills for 
death or bodily injuries with the coverages set forth 
herein. . 

"SEC. 391. Any claim for death or injuxy to 
any passenger or third-party pursuant to the 
provisions of this chapter shall be paid without the 
necessity of proving fault or negligence of any kind: 
Provided, That for purposes of this section: 

"(a) The total indemnity in respect of any 
person shall not be less than Fifteen thousand pesos 
(p15,OOO.OO); , 

"(b) The following proofs of loss, when 
submitted under oath, shall be sufficient evidence to 
substantiate the claim.: 

H(1) Police report of accident; and 

"(2) Death certificate and evidence sufficient 
to establish the proper payee; or 

"(3) Medical report and evidence of medical or 
hospital disbursement in respect of which refund is 
chUIned; . 

"(c) Claim may be made against one motor 
vehicle only. In the case of an occupant of a vehicle, 
claim shall lie against the insurer of the vehicle in 
which the occupant is riding, mounting or 
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dismounting ii·om. In any other case, claim shalll:ie 
against the instu'er of the directly offending vehicle. 
In all cases, the right of the party paying the claim 
to recover against the owner of the vehicle responsible 
for the accident shall be maintained 

"SEC. 392. No land transportation operator or 
owner of motor vehicle shall be unreasonably derued 
the policy of insurance or surety bond required by 
this chapter by the insurance companies authorized 
to issue the same, otherwise, the Land Transportation 
Office shall require from said land transportation 
operator or owner of the vehicle, in lieu of a policy of 
insurance or surety bond, a certificate that a cash 
deposit has been made with the Commissioner in such 
amount required as limits of indemnity in 
Section 390 to answer for the passenger andlor 
third-party liabil:ity of such land transportation 
operator or owner of the vehicle. 

"No insurance company may issue the policy 
of insurance or' surety bond required under this 
chapter unless so authorized under existing laws. 

"The authority to engage in the casualty 
andlor surety lines of business of an insurance 
company that refuses to issue or renew, without just 
cause, the insurance policy or surety bond therein 
required shall be withdrawn immediately 

"SEC. 393. No cancellation of the policy 
shall be valid unless written notice thereof is 
given to the land transportation operator or owner of 
the vehicle and to the Land Transportation Office at 
least fifteen (15) days prior to the intended effective 
date thereof. Upon receipt of such notice, the Land 
Transportation Office, unless it receives evidence of 
a new valid insurance or guaranty in cash or surety 
bond as prescribed in this chapter, or an endorsement 
of revival of the cancelled one, shall order the 
immediate confiscation of the plates of the motor 
vehicle covered by such cancelled policy. The same 
may be reissued only upon presentation of a new 
insurance policy or that a guaranty in cash or surety 
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bond has been made or posted with tbe Commissioner 
and which meets the requirements of thlS chapter, 
or an endorsement or revival of the cancelled one. 

"SEC. 394. If the cancellation of the policy or 
surety bond is contemplated by the land 
transportation operator or owner of the vehicle, he 
shall, before the policy or surety bond ceases to be 
effective, secure a similar policy of insurance or 
surety bond to replace the policy or surety bond to be 
cancelled or make a cash deposit in sufficient amount 
with the Commissioner, and without any gap, file 
the required documentation with the Land 
Transportation Office, and notify the insurance 
company concerned of the cancellation of its pobcy or 
surety bond. 

"SEC. 395. In case of change of ownership of a 
motor vehicle, or change of the engine of an insured 
vehicle, there shall be no need of issuing a new policy 
until the next date of registration or renewal of 
registration of such vehicle, and: Provided, That 
the insurance company shall agree to continue the 
policy, such change of ownership or such change of 
the engine shall be .indicated in a corresponding 
endorsement by the insurance company concerned, 
and a signed duplicate of such endorsement shall, 
within a reasonable time,' be filed with the Land 
Transportation Office. 

"SEC. 396. In the settlement and payment of 
claims, the indemnity shall not be availed of by any 
accident victim or claimant as an instrument of 
enrichment by reason of an accident, but as an 
assistance or restitution insofar as can fairly be 
ascertained. 

"SEC. 397. Any person having any claim upon 
the policy issued pursuant to this chapter shall, 
without any unnecessary delay, present to the 
insurance company concerned a written notice of 
claim setting forth the nature, extent and duration 
of the injuries sustained as certified by a duly 
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licensed physician. Notice of claim must be filed 
within six (6) months from the date of accident, 
otherwise, the claim shall be-deemed waived. Action 
or suit for recovery of d'amage due to loss or injury 
must be brought, in proper cases, with the 
Commissioner or the courts within one (1) year from 
denial of the claim, otherwise, the claimant's right of 
action shall prescribe. 

"SEC. 398. The lnsurance company 
concerned shall forthwith ascertain the truth and 
extent of the claim and make payment within five 
(5) working days after reaching an agreement. If 
no agreement is reached, the insurance company 
shall pay only the no-fault indemnity provided in 
Section 391 without prejudice to the claimant from 
pursuing his claim further, in which case, he shall 
not be required or compelled by the insurance 
company to .execute any quit clalm or document 
releasing it from liability under the policy of 
insurance or surety bond issued. 

"In case of any dispute in the enforcement of 
the provisions of any policy issued pursuant to this 
chapter, the adjudication of such dispute shall be 
within the original and exclusive jurisdiction ofthe 
Commissioner, subject to the limitations provided in 
Section 439. 

"SEC. 399. It shall be unlawful for a land 
transportation operator or owner of motor vehicle to 
require his or its drivers or other employees to 
contribute in the payment of premiUms. 

"SEC. 400. No government office or agency 
having the duty of implementing the· provisions of 
this chapter nor any official or employee thereof sball 
act as agent in procuring the insurance policy or 
surety bond provided for herein. The commission of 
an agent procuring the said policy or bond shall in no 
case exceed ten percent (10%) of the amount of the 
premiums therefor. 
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"SEC.401. Any land transportation operator 
or owner of motor vehicle or any other person violating 
any ofthe provisions of the preceding sections shall 
be punished by a fine of not less than Five hundred 
pesos (p500.00) andior imprisonment for not more 
than six (6) months. The violation of Section 390 by 
a land transportation operator shall be a sufficient 
cause for the revocation of the certificate of public 
convenience issued by the Land Transportation 
Franchising and Regulatory Board covering the 
vehicle concerned. 

"SEC. 402. Whenever an:,)' violation of the 
provisions of this chapter is committed by a 
corporation or association, or by a government office 
or entity, the executive officer or officers of said 
corporation, association or government office or entity 
who shall have knowingly permitted, or failed to 
prevent, said violation shall be held liabl~ as 
principals. 

"CHAPTER VII 

"MUTUAL BENEFIT ASSOCIATIONS AND 

TRUSTS FOR CHARITABLE USES 

"TITLE 1 

"MUTUAL BENEFIT ASSOCIATIONS 

"SEC. 403. Any society, association or 
corporation, without capital stock, formed or 

. organized not for profit but mainly for the purpose of 
paying sick benefits to members, or of furnishing 
financial support to members while out of 
employment, or cif paying to relatives of deceased 
members of fixed or any SUill of money, irrespective 
of whether such aim or purpose is carried out by 
means affixed dues or assessments collected regularly 
from the members, or of providing, by the issuance of 
certificates of insurance, payment oEts members of 
accident or life insurance benefits out of such fixed 
and regular dues or assessments, but in no case shall 
include any society, association, or corporation with 
such mutual benefit features and which shall be 
carried out purely from voluntary contributions 
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collected not regularly and/or no fixed aruoum from 
whomsoever may contribute, shall be known as a 
mutual benefit association within the intent of this 
Code. 

"Any socier.y, aS80ciatlOn, or corporatlOn 
principally organized as a labor umon shall be 
governed by the Labor Code notwithstanding any 
mutual benefit feature provisions in its charter as 
incident to its organization. 

"In no case shall a mutual benefit association 
be organized and authorized to transact business as 
a chantable or benevolent organizatlOn, and whenever 
it has this feature as incident to its existence, the 
corresponding charter provision shall be revised to 
conform with the provision of this section. Mutual 
benefit association, already licensed to transact 
business as such on the date this Code becomes 
effective, having charitable or benevolent feature shall 
abandon such incidental purpose upon effectivity of 
this Code ifthey desire to continue operating as such 
mutual benefit associations. 

"SEC. 404. A mutual benefit association, before 
it may transact as such, must first secure a license 
from the Commissioner. The application for such 
license shall be filed with the Commissioner together 
with certjfied true copies of the articles of 
incorporation or the constitution and bylaws of the 
association, and all amendments thereto, and such 
other documents or testimonies as the Commissioner 
may reqUlre. 

"No license shall be granted to a mutual benefit 
association· until the Commissi0ner shall have been 
satisfied by such examination as he may make and 
such evidence as he may require that the association 
is qualified under existing laws to operate and 
transa~t business as such. The Commissioner may 
refuse to issue a license to any mutual benefit 
association if, in his judgment, such refusal will best 
promote the interest of the members of such 
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association and of the people of this country. Any 
license issued shall expire on the last day of December 
of the third year following its issuance and, upon 
proper application, may be renewed if the association 
is continuing to comply with existing laws, rules and 
regulations, orders, instructions, rulings and 
decisions of the Commissioner. Every association 
receiving any such license shall be subject to the 
supervision of the Commissioner: Provided, That 
no such license shall be granted to any· such 
association if such association has no actuary. 

"SEC. 405. No mutual benefit association shali 
be issued a license to operate as such unless it has 
constituted and established a Guaranty Fund by 
depositing with the Commissioner an initial 
minimum amount of Five million pesos 
(P5,000,000_OO) in cash, or in government securities 
with a total value equal to such amount, to answer 
for any valid benefit claim of any of its members. 

"All moneys received by the Commissioner for 
this purpo-se must be deposited by him in 
interest-bearing deposits with any bank or banks 
authorized to transact business in the Philippines 
for the account of the particular association 
constituting the Guaranty Fund. 

"Any accrual to such fund, be it interest earned 
or dividend additions on moneys or securities so 
deposited, may, with the prior approval of the 
Commissioner, be withdrawn by the association if 
there is no pending benefit claim against it, inducting 
interest thereon or dividend additions thereto. 

"The Commissioner, prior to or after licensing 
a mutual benefit asoociation, may require such 
association to increase its Guaranty Fund from the 
initial minimum amount required to an amount 
equal to the capital investment required of an existing 
domestic insurance company under Section 209 of 
this Code. .' 
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"SEC. 406. Every mutual benefit association 
licensed to do busmess as such shall issue membership 
certificates to its.members specifying the benefits to 
which such members are entitled. 

"Such certificates, together with the articles of 
incorporation of the association or its constitution and 
bylaws, and all existing laws as may be pertinent 
shall constitute the agreement, as of the date of its 
issuance, between the association and the member. 
The membership certificate shall be in a form 
previously approved by the Commissioner. 

"SEC. 407. A mutual benefit association may, 
by reinsurance agreement, cede in whole or in part 
anY individual risk or risks under certificates of 
insurance issued by it, only to a life insurance company 
authorized to transact business or to a professional 
reinsurer authorized to accept life risks in the 
Philippines; Provided, That a copy of the draft of 
such reinsurance agreement shall be submitted to 
the Commissioner for his approval. The association 
may take credit for the reserves on such ceded risks 
to the extent reinsured. 

"SEC. 408. The constitution or bylaws of a 
mutual benefit association must distinctly state the 
purpose for which dues andior assessments are made 
and collected and the portion thereof which may be 
used for expenses. 

"Death benefit and other relieffunds shall be 
created and used exclusively for paying benefits due 
the members under their respective membership 
certificates. A general fund shall likewise be created 
and used for expenses of administration of the 
association. 

"A mutual benefit association shalL only 
maintain free and unassigned surplus of not more 
than twenty percent (20%) of its total liabilities as 
verified by the Commissioner. Any amount in excess 
shall be returned to the members by way of dividends, 
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enhancing the equity value or providing benefits in 
kind and other relevant services. In addition, subject 
to the approval of the Commissioner, a mutual benefit 
association may allocate a portion for capacity 
building and research and development such as 
developing new products and services, upgrading and 
improving operating systems and equipment and 
continuing member education. 

"SEC. 409. Every outstanding membership 
certificate must have an equity value equival-ent to 
at least fifty percent (50%) of the total contributions 
collected thereon. The equity value only applies to 
basic life insurance product and excludes optional 

products. 

"SEC. 410. Every mutual benefit association 
must accumulate and maintain, out of the periodic 
dues collected from its members, sufficient reserves 
for the payment of claims or obligations for which it 
shall hold funds in securities satisfactory to the 
Commissioner consisting of bonds of the Government 
of the Philippines, or any of its political subdivisions 
and instrumentalities, or in such other good securities 
as may be approved by the Commissioner. 

"The reserve liahility shall be established in 
accordance with actuarial procedures and shall be 
approved by the Commissioner. 

"The articles of incorporation or the constitution 
and bylaws of a mutual benefit association must 
provide that if its reserve as to all or any class of 
certificates becomes impaired, its board of directors 
or trustees may require that there shall be paid by 
the members to the association the amount of the 
members' equitable proportion of such deficiency as 
ascertained by said board and that if the payment be 
not made it shall stand as an indebtedness against 
the membership certificates of the defaulting members 
and draw interest not to exceed five percent (5%) per 
annum compounded annually. 
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"SEC. 411. A mutual benefit association may 
invest such portion of its funds as shall not be reqWl'ed 
to meet pending clajms and other obligations in any 
of the classes of investments or types of securities in 
which life insurance companies doing business in the 
Philippines may invest. 

"It may also grant loans to members on the 
security of a pledge or chattel mortgage of personal 
properties of the borrowers, or in the absence thereof, 
on the security of the membership certificate of the 
borrowmg members, in which event such loan shall 
become a first lien on the proceeds thereof 

"SEC. 412. The Commissioner or any of his 
duly designated representatives, shall have the power 
of visitation, audit and examination into the affairs, 
financial condition, and methods of doing business of 
all mutual benefit associations, and he shall cause 
such examination to be made at least once every two 
(2) years or whenever it may be deemed proper and 
necessary. Free access to the books, records and 
docume,nts of the association shall be accorded to the 
Commissioner, or to his representatives, in such 
manner that the Commissioner or his representatives 
may readily verify or determine the true affairs, 
financial condition, and method of doing business of 
such association. In the course of such examination, 
the Commissioner or his duly designated 
representatives shall have authority to administer 
oaths and take testimony or other evidence on any 
matter relating to the affairs of the association. 

"All minutes of the proceedings of the board of 
directors or trustees of the association, and those of 
the regular or special meetings of the members, shall 
be taken, and a copy thereof, in English or in Pilipino, 
shall be submitted to the Commissioner's 
representatives or examiners in the course of such 
examination. 

"A copy of the findings of such examination, 
together with the recommendations of the 
Commissioner, shall be furnished the association for 
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its information and compliance, and the same shall 
be taken up immediately in the meetings of the board 
of directors or trustees and of the members of the 
assocIation. 

"SEC. 413. Every mutual benefit association 
shall, annually on or before the thirtieth day of April 
of each year, render to the Commissioner an annual 
statement in such form and detail as may be 
prescribed by the Commissioner, signed and sworn 
to by the president, secretary, treasurer, and actuary 
of the association, showing the exact condition of its 
affairs on the preceding thirty-first day of December. 

"SEC. 414. No money, aid or benefit to be paid, 
provided or tendered by any mutual benefit 
association, shall be liable to attachment, 
garnishment, or other process, or be seized, taken, 
appropriated, or applied by any legal or equitable 
process to pay any debt or liability of a member or 
beneficiary, or any other person who may have a right 
thereunder, either before or after payment. 

"SEC. 415. Any member of a mutual benefit 
association shall have the right at all times to change 
the beneficiary or beneficiaries or add another 
beneficiary or other beneficiaries in accordance with 
the rules and regulations of the association unless he 
has expressly waived this right in the membership 
certificate. Every association may, under such rules 
as it may adopt, limit the scope of beneficiaries and 
provide that no beneficiary shall have or obtain any 
vested interest in the proceeds of any certiiicate until 
the certificate has become due and payable under the 
terms ofthe membership certificate. 

"SEC. 416. Any chapter affiliate independently 
licensed as a mutual benefit association may 
consolidate or merge with any other similar chapter 
affiliate or with th~ mother association. 

"SEC. 417. Any mutual benefit association may 
be converted into and licensed as a mutual life 
insurance company by complying with the 
requirements of the pertinent provisions of this Code 
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and submitting the specific plan for such conversion 
to the CommissIOner for his apjJrovai Such plan, as 
approved, shall then be submitted to the ruembdb 

either 1Il the regular mt3eting or ill a speclal meetIng 
called for th", purpOb6 for chelf adoptwIl The 
affirmative vote of at leaSe twc"tlmds (2/3) of all the 
memherb shall be necessary in order LiJ conSlder such 
plan as adopted. 

"No such conversion bhall take effect lmless 
and until approved by the ComllllsslOner 

"SEC. 418 No illutual benefic associCltiun shall 
be dissolved WltIwut first notifying the CommiSSIOner 
and furnishmg hIill witb i:! certifIed copy of the 
resolutlOl1 authoriZIng the dissolutIOn, duly adopted 
by the amnndt1Ve vote of two,thirds (2/3) of the 
member8 at a meeting called for that purpOiie, the 
financial statements as of the date of the resolutIOn, 
and such other papers or documents 8.8 may be 

. reqUITed by the CommIssioner. 

"No dissolution shall proceed until and unless 
approved by the COlllmissioner and all proceedings 
in connection therewith shall be witneSSed and 
attested by his duly designated representative. 

"No mutual benefit assoc13tlOn shall be officialiy 
declared as dis601ved until afLer the Commissioner so 
certifies that all oLltstanding claims against the 
association haVe been duly settled and liquidati:ld 

"SEC. 419. The Commissioner shall, after 
notlce and heanng, have the pOWi:ll' either to suspend 
or revoke the license issued to a III utual benefit 
association ifhe finds that the association has. 

"(a) Failed to {;()Ulply with any provislOn of this 
Code; 

"(b) Failed to comply with any other law or 
regulation obligatory upon it; 

"(e) Failed to comply with any order, ruling, 
instruction, requirement or recommendation of the 
Commissioner; 
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"(d) Exceeded iLs power to the prejudice of its 
members; 

"(e) Conducted ItS business ira udulently or 
hazardo Llsly; 

"(fl Rendered ItS affairb and condltlOll to one 
of insolvency; or 

"(g) Failed to carry out Its aims and pili'pOSeS 
for which It was orgalllzed due to any cause. 

"After receipt of tbe order from tl;e 
Comllllssioner suspending or revoking the licence, 
the association must immediately exert efforts tu 

remove such cause or causes which brough[ alJoLll 
the order and, upon proper showing, may apply with 
the Commissioner for the lifting of the order and 
restoration or revival of the license so revoked or 
suspended. 

"SEC. 420. For failure to remove such cause 
or causes which brought about the suspenSIOn or 
revocation of tbe license of a mutual benefiL 
association, the COlllmissionershall apply under thib 
Code for an order from the.proper court to liquidate 
such association . 

"The provisions of 'l'itles 14 and 15, Chapter 
Ill, pertaining to the appointment of a conservator 
and proceedings upon insolvency of an lllsurance 
company shall, insofar as practicable, apply t.o mutual 
benefit associations. 

"SEC. 421. To secure the enforcement of any 
provision under this title, the Commissioner may 
issue such rules, rulings, lI1structlOns, orders and 
circulars. 

"SEC. 422. 'I'he violation of any provision oftlus 
title shall subject the person violating or the officer 
of the association responsible therefor to a fine of not 
Jess than Ten thousand pesos (PIO,OOO.OO), or 
imprisonment of not exceeding three (3) years, or both 
such fine and imprisonment, at the discretion of the 
court. 
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"SEC. 423. All provisions of this Code 
governing life insurance companies and such other 
provisions whenever practicable and necessary, shall 
be applicable to mutual benefit associations. 

"TITLE 2 

"TRUSTS FOR CHARITABLE USES 

"SEC. 424.. The term trust tor charitable uses, 
within the intent of this Code, shall include, all the 
real or personal properties or funds, as well as those 
acquired with the fruits or income th~refrom or lD 

exchange or sUbstitution thereof, given to or received 
by any person, corporation, association, foundation, 
or entity, except the National Government, its 
instrumentalities or political subdivisions, for 
charitable, benevolent, educational, pious, religious, 
or other uses for the benefit of the public at large or a 
particular portion thereof or for the benefit of an 
indefinite number of persons. 

"SEC. 425. The term trustee shall include any 
individual, corporation, association, foundation, or 
entity, except the National Government, its 
instrumentalities or political subdivisions, in charge 
of, or acting for, or concerned with the administration 
of, the trust referred to in the section immediately 
preceding and with the proper application of trust 
property. 

"SEC. 426. The term trust property shall 
include all real or personal properties or funds 
p~rtaining to the trust as well. as those acquired with 
the fruits or income therefrom or in exchange or 
substitution thereof. 

"S]!;C. 427. All trustees shall, before entering 
in the performance of the duties of their trust, 
obtain a certificate of registration from the 
Commissioner. The registration shall expire on 
December 31 of the third year following its issuance 
unless it is renewed. 
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"All provisions of this Code governing mutual 
benefit associations and such other provisions herein, 
whenever practicable and necessary, shall be' 
applicable to trusts for charitable uses. 

"SEC. 428. The treasurer of a charitable trust 
·shall file a fidelity bond in the amount commensurate 
with the value of the [rust property in his custody, 
as may be determined by the Commissioner. 

"CHAPTER VIII 

"TRUST BUSINESS IN GENERAL 

"SEC 429. An insurance company may 
engage in limited trust business, consisting of 
managing funds pertaining only to retirement and 
pre-need plans, provided it has secured a license to 
do so from the Bangko Sentral ng Pilipinas. This 
trust business shall he separate and distinct from 
the general business of the insurance company and 
shall be subject to rules and regulations as may be 
promulgated by the Bangko Sentral ng Filipinas in 
consultation with the Commissioner. 

"CHAPTER IX 

"REGISTRATION, RESPONSIBILITIES AND 
OVERSIGHT OF SELF-REGULATORY 

ORGANIZATIONS 

"SEC. 430. The Commissioner shall have the 
power to register as a self-regulatory organization, 
or otherwise grant licenses, and to regulate, 
supervise, examine, suspend or otherwise discontinue, 
as a condition for the operation of organizations whose 
operations are related to or connected with the 
insurance market such as, but not limited to, 
associations of insurance companies, whether life or 
non-life, reinsurers, actuaries, agents, brokers, 
dealers, mutual benefit associations, trusts, rating 
agencies, and other persons regulated by the 
Commissioner, which are engaged in the business 
regulated by this Code. '" 
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"The CommIssioner may prescribe rules and 
regulations which are necessary or appropriate in the 
public lIltereSl or for the protectlon of investors tu 
govern geH-regulatory organizations and other 
organizations licensed or regulated pursuant to the 
authorny granted hereunder including, but not 
limIted to, the l'equu'ement oi'cooperation within and 
among all participa:nts ill the insurance market to 
ensure uansparency and facilitatE; exchange of 
information. 

"SEC. 4;) 1. An association cannot bE; reg-lstered 
as a self-regulatory orgaIl1zatioD unless the 
Commlssluner determines thac: 

"tal The association IS so org'amzed and has 
the capacity to be able to carry out the purposes of 
tlus Code and to comply with, and to enforCE: 
compliance by its members and persons associated 
With ItS members, WIth the provisions of this Code, 
the rules and regulations thereunder, and the rules 
of the association. 

"(bJ The rules of the association, 
notwithstanding anything in the Corporation Code 
to the contrary, provide the following: 

"(1) Qualiiications and the disqualifications on 
membership of the association; 

"(2) l'> fair repretlentatJ'on of its members to 
serve on the board of directors of the association and 
the admimstration ofits affairs, and that any natmal 
person associated with a juridical entity that is a 
member shall also be deemed to be a member for this 
purpose; 

"(3) The president of the association and at 
least two (2) independent directors as members of the 
board of directors of the association; 

''(.1) Eq uitable allocation of reasonable dues, 
fees, and other charges among members and other 
persons using any facility or system w luch the 
association operates or controls; 
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"(5) The prevention of fraudulent and 
manipulative acto and practices to protect the 
lnsming public and the promotIOn of Just and equitable 
principles of bus mess; . 

"(6) Members and persons assocIated WIth i1;8 

members subject to discipline for violation of any 
provision of this Code, the rules 0)' reg'ulaLioIls 
thereunder, or the rules of the association; 

"(7) Fair procedure for the disciplining of 
members and persons associated with members; and 

"(8) '1'he prohibition or ll'llitatlOn of access to 
serVIces offered by the associaoon or a member thereof 

"SEC. 432. A self-regulatory organization may 
examine and verify the qualifications of an applicant 
to become a member in accordance with procedures 
established by the rules of the association. 

"A self-regulatory org'anization shall deny 
membership or condition the membership of an entity, 
if it does not meet the standards of financial 
responsibility, operational capability, trainlllg, 
experience, or competence that are prescribed by the 
rules of the association; or has engaged, and there is 
a reasonable likelihood it will again engage, in acts 
or practices inconsistent with Just andeqUltable 
principles affair trade. 

"A self-regulatory organization may deny 
membership to an entity not engaged in a type of 
business in which the rules oHhe association reqUlre 
members to be engaged. 

"SEC. 433. Upon the £ling of an application fOl' 
registration as a self-regulatory organization under 
this title, the Commissioner shall have ninety (90) days 
within which to either gTantregistration or mstitute 
a proceeding to determine whether registration should 
be denied, In the event proceedings are instituted, the 
Commissioner shall have two hundl'ed seventy (270) 
days within which to conclude such proceedings at 
which time he shall, by order, gl'ant or deny such 
registra tion. 
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"SEC. 434 Evel'}> self-regulatory organizatIOn 
shall comply v,ritb the prov:isions ofth:is Code, the rules 
and regulatIOns 'thereunder, and its OWD rules, and 
enic)rce camplianc€:: th€::rewith by Its members, persons 
associated WIth itt; members or Its partiCIpants, 
notwithstandmg any provision of Lhe CorpOratlOll Code 
to the contrary 

"BEC 465 Each self-regulatory organizatIOn 
shall submit to the CommisslOner for prior approval 
any proposed rule or amendment thereto, together 
with a conCIse statement of the reason and effect of 
the proposed amendment. 

"WithlD sixty (60) days after submission of a 
proposed amendment, tite Commissioner shall, by 
order, approve the proposed amendmem. Otherwise, 
the same may he made effectIve by the self-regulatory 
organization, 

"In the event of an emergency requiring action 
for the protection of the lllsuring public, a 
aeU-regulatory organization may put a proposed 
amendment lnto effect summarily: Provided, 
howeuer, That a copy oEtbe same shall be immediately 
subm itted to the Commissioner, 

"The C0ll11l11ssioner is further authorized, if 
after making appropriate request lD writing to a 
self-l;egulatory orgamzation that such organization 
effect on Its own behalf specified changes in its rules 
and practices and, after due notice and hearing, It: 
determines that such changes have not been effected, 
and that such changes are necessary, by rule or 
regulatlOn or by order, iliay alter, abrogate (jl' 

supplement the rules of such self-regulatory 
organization insofar as necessary or appropl'late to 
effect such changes In respect of such matters as: 

"(a) Safeguards In respect of the financial 
responsibility of members and adequate provision 
against the evasion of financiall'esponsibility through 
the use ,of corporate forms or special partnerships; 
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U(b) The supervision of market prac.tices; 

"(c) The manrler, method and place of soliciting 
business; 

"(d) 'rhe fixing of reasonable rates of fees, 
mterest, listing and other charges, but noL rat.es of 
commission; and self-regulatory org'anization; and 

"(e) The supervision, auditing and disciplil1mg 
of members. 

"In addition to the general powerb of th" 
Commissioner over the entities under supervlsiol1, 
the CommiSSlOl1er, after due notIce and hearing, is 
authorized, in the public interest. and to protect the 
insuring public: 

"(I) To suspend for a period not exceeding 
twelve (12) months or to revoke the registration of a 
self-regulatory organization, or to censure or impose 
limitations on the activities, functions and operations 
of such self-regulatory organi:z.ation, if the 
Commission finds tha t such a self-regulatory 
organization has willfully violated or is unable to 
comply with any provision ofthis Code or of the rules 
and regulations thereunder, or its own rules, or has 
failed to enforce compliance therewith by a member 
of, person associated with a member, or a participant 
in such self-regulatory organization; 

"(2) To expel from a self-regulatory 
organization any member thereof or any participant 
therein who is found to have willfully violated any 
provision of this Code or suspend for a period not 
exceeding twelve (12) months for violation of any 
provision ofthis Code or any other law administered 
by the Commission, or the rules and regulations 
thereunder, or effected, directly or indirectly, any 
transaction for any person who, such member 01' 

participant had reason to believe, was violating in 
respect of such transaction any of such provisions; 
and 
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"(3) To remove from office or censure any 
officer or director of a self-regulatory organizatIOn if 
it finds that such officer or director has violated any 
provision ofthis Code, any other law adnunistered by 
the Commissioner, the rules or regulilLions 
tl;ereunder and the rules of such self-regulatory 
orgamzation, or has abused his authority, or withuut 
reasonable justification or excuse has failed to enforce 
complIance With any of suchprovisions. 

"SEC ·136 _ (hJ A self-regulatory orgamzatlOn 
1S autborized to dlscipline ;j member of or partlcipant 
LD such self-regulBwry orgamzatlOIl, or any person 
associated with a memoer, inc] uding· suspending or 
expellmg such memoer or partlcipant, or suspendiIlg 
or barnng such person frOlll being associated with a 
member, iJ engaged in acts or practices inconsistent 
with just. and equitable principles of fau'ness or 
in willful violatioll of any provision of this Code, any 
other law administered by the CommisslOn, the rules 
or regulations thereunder, or the rules of the 
self-regula tory org·allization. In gn}' disciplinary 
proceeding by a self-regulatory organiiation (othe]' 
than a summary proceeding pursuant to paragraph 
(b) of this section) the selfregulatory organization shall 
briIlg specific charges, provide notice to the person 
charged, afford the person charged with an 
opportunity to defend against the charges, and keep 
a record of the proceedings_ A determination to impose 
a disciplinary sanctlOn shall be supported by a wriLten 
statement of the offense, a summary of the evidence 
presented and a statement of the sanction imposed 

"0)) A self-regulatury organization may 
summarily: 

1>(1) Suspend a member, participant or person 
associated with a member whu has been or is 
expelled or suspended from any other self-regulatory 
organization; or 

"(2) Suspend a member who the self-regulatory 
organization finds to be in such financial or operating 
difficulty that the member or participant cannot be 
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permitted to continue to do busmess as a lllember 
with safety to investors, creditors, other member". 
participants or the self-regulatory orgalllzaLlOn: 
ProlJided, That the self-regulatory organization 
immediately notif18s the Commission of the actiuJ1 
taken. Any person aggrieved by a summary actIOn 
pursuant to this paragraph shall be promptly affurded 
an opportunity for a hearing by the association tn 
accordance witb the preceding paragraph. Tbe 
Commissioner, by order, may stay a summary action 
on his own or upon application by any person aggneved 
thereby, if the Commissioner determines summarily 
or after due notice and hearing (which hearing lllay 
consist solely of the submission of affidavIts or 
presentation of oral arguments), that a stay 1S 

consistent with the public interest and the protection 
ofthe insuring public 

"(c) A self-regulatory organ~zation shall 
promptly notify the Commission of any disciplinary 
sanction on any member thereof or participant 
therein, any denial of membership or participation 
in such organization, or the imposition of any 
disciplinal'}' sanction on a person associated with a 
member or a bar of such person hom becoming so 
associated. Within thirty (30) days after such notice, 
any aggrieved person may appeal to the Commissioner 
from, or the Commissioner on its own motion withm 
such period, may institute reviewoL the decision of 
the self-regulatory organization, at the conclusion of 
which, after due notice and hearing (which may 
consist solely of review of the record before the 
self-regulatory organization), the Commissioner shall 
affirm, modify or set aside the sanctlOn. In such 
proceeding, the Commissioner shall determine 
whether the aggrieved person has engaged or omitted 
to engage in the acts and practices as found by the 
self-regulatory organization, whether such acts and 
practices constitute willful viola tiOIlS of this Code, any 
other la w administered by the Commission, the rules 
or regulations thereunder, or the rules of the 
selfcregulatory orgaIli~ation as specified by such 
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organizacion, w bethel' such provisions were applIed 
in a l1laIlller conSistent: with the pmpuses of n'llS Code, 
and whether. ,:vitb due regard for the publIc Interest 
and the protection of investors, [he sanccioll 1S 
excessive ur oppressive. 

"CHAPTER :x 
"THE lNSURANCE COMMlSSlONEH 

"TITLE 1 

"AllMINISTI-:ATrVE AND ADJUDlCATORY POWERS 

"8!~c 4~-n. The insurance COillmisslOner shall 
be appolllted by the President ofthe Republic of the 
PhilipPlIles for 11 term of SlX (6) years vilthout 
reappointment and who shall serve as such lwtil the 
successorshaJ] hBve been appointed and qualified. If 
the Insurance Comullssioner lS removed before the 
expiratlOl1 of 1us Lerm of office, the reason for the 
removal must be published. 

"The Insurance Commissioner shall have the 
duty tu see that all laws relating to lllsurance, 
insuranc;e compallles and other insurance matters, 
mut.ual benefit associations, and trusts for charitable 
uses are faithfully executed and to perform the duties 
imposed upon him by this Code, and shall, 
notwlthstanding any existing laws to the contrary, 
have sole and exclusive authority to regulate the 
issuance and sale of variable contracts as defined in 
Section 2.38 hereof and to provide for the licensing of 
persons selling such contracts, and to iSSUE: such 
reasonable rules and regulations governing the same. 

"The Commissioner may issue such rulings, 
instl'UctlOIls, circulars, orders and decisions as may 
be deemed necessary to secure the enforcement. of t.he 

provislOns of this Code, to ensure the efficient 
regulation of the lllsurance industry in accordance 

with global best practices and to protect the insuring 

public. Except. as otherwise specined, decisions made 
by the CommlSsioner shall be appealable to the 
Secretary of Finance. 
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"in addition to the foregoing, the CommisslOner 
shall have the following powers and functions: 

"(a) Formulate policies and recommendations 
on issues concerning the insm"ance industry, ad Vlse 
Congress and other government agencies on all aspect.s 
of the insurance industry and propose legislation and 
amendments thereto; 

>L(b) Approve, reject, ilUspend or revoke: licenses 
or certificates ofregistration provided for by this Code, 

"(c) Impose sanctions for the vlOlatlOn oflaws 
and the rules, regulations and orders issued pursuant 

thereto; 

"(d) Prepare, approve, amend or repeai rules, 
regulations and orders, and issue opinions and provide 
guidance on and supervise compliance with such rules, 

regulations and orders; 

"(e) Enlist the aid and support of, and/or 
deputize any and all enforcement agencies of the 
government in the implementation of its powers and 
functions under this Code; 

"(£) Issue cease and desist orders to prevent 
fraud or injury to the insuring public; 

"(g) Punish for contemp t of the Commissioner, 
both direct and indirect, in accordance with the 
pertinent provisions of and penalties prescribed by 

the Rules of Court; 

"(b) COlllpel the officers of any registered 
insurance corporation or association to call meetings 
of stockholders or memhers thereof under its 

supervision; 

"(i) Issue subpoena duces tecum and summon 
witnesses to appear in any proceeding of the 
Commission and, in appropriate cases, order the 
examination, search and seizure of all documents, 
papers, files and records, tax returns, and books of 
accounts of any entity or person under investigation 
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as may be necessary for the proper disposition of the 
cases before it, subject to the provisions of existing 
laws; 

"6) Suspend or revoke, after proper notice and 
hearing, the license or certificate of authority of any 
entity or person Under its regulation, upon any ofthe 
grounds provided by law; 

"(k) Conduct an examination to determine 
compliance with laws and regulations if the 
circumstances so warrant as determined by 
appropriate rules and regulations; 

"(1) Investigate not oftener than once a year' 
from the last date of examination to determine 
whether an institution is conducting its business on 
a safe and sound basis: Prouided, That, the 
deficiencies/irregularities found by or discovered by 
an audit shall be immediately addressed; 

"(m) Inquire into the solvency and liquidity of 
the institutions under its supervision and enforce 
prompt corrective action; 

"(n) To retain and utilize, in addition to its 
annual budget, all fees, charges and other income 
derived from the regulation of insurance companies 
and other supervised persons or entities; 

. "(0) To fix and assess fees, charges and 
penalties as the Commissioner may find reasonable 
in the exercise of regulation; and 

"(P) Exercise such other powers as may be 
provided by law as well as those which may be implied 
from, or which are necessary or incidental to the 
express powers granted the Commission to achieve 
the objectives and purposes oHhis Code. 

"The Commission shall indemnify the 
Commissioner, Deputy Commissioner, and other 
officials of the Commission, including personnel 
performing supervision and examination functions, 
for all costs and expenses reasonably incurred by such 
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persons in connection with any cIvil or crimina:l 
actions, suits or proceedings to which they may be 
made a party to by the reason of the performance of 
theu duties and functions, unless they are finally 
adjudged in such actions, suits or proceedings to be 
liable for negligence or misconduct. 

"In the event of settlement or compromise, 
indemni.:fication shall be provided only in connection 
with such matters covered by the settlement as to 
which the Commission is advised by external counsei 
that the persons to be indemnified did not· commit 
any negligence or misconduct. 

"The costs and expenses incurred in defending 
the aforementioned action, suit or proceeding may be 
paid by the Commission in advance of the final 
disposition of such action, suit or proceeding upon 
receipt of an undertaking by or on behalf of the 
Commissioner, Deputy Commissioner, officer or 
employee to repay the amount advanced should it 
ultimately be determined by the Commission that 
the person is not entitled to be indemnified. 

. "SEC. 438. In addition to the administrative 
sanctions provided elsewhere in this Code, the 
Insurance Commissioner is hereby authorized, at his 
discretion, to impose upon insurance companies, their 
directors and/or officers and/or ageI}.ts, for any willful 
failure or refusal to comply with, or violation of any 
provision of this Code, or any order, instruction, 
regulation, or r~g of the Insurance Commissioner, 
or any commission or irregularities, and/or 
conducting business in an unsafe or unsound 
manner as may be determined by the Insurance 
Commissioner, the following: 

"(a) Fines not less than Five thousand pesos 
(p5,OOO.OO) and not more th® Two hundred thousand 
pesos (p200,OOO.OO); and 

"(b) Suspension, or after due hearing, removal 
of directors and/or officers andlor agents. 

~~ 
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"SEC. 439. The Commissioner shall have the 
power to adjudicate claims and complaints involving 
any loss, damage or liability for which an insurer 
may be answerable under any kind of policy or 
contract of insurance , or for which such insurer may 
be liable under a contract of suretyship, or for which 
a reinsurer may be sued under any contract of 
reinsurance it may have entered into; or for which a 
mutual benefit association may be held liable under 
the membership certificates it has issued to its 
members, where the amount of any 'such loss, damage 
or liability, excluding interest, cost and attorney's 
fees, being claimed or sued upon any kind of 
insurance, bond, reinsurance contract, or membership 
certificate does not exceed in any single claim Five 
million pesos (P5,OOO,OOO.OO), 

"The power of the Commissioner does not cover 
the relationship between the insurance company and 
its agentslbrokers but is limited to adjudicating claims 
and complaints filed by the insured against the 
insurance company. 

"The Commissioner may authorize any officer 
or group of officers under him to conduct investigation, 
inquiry and/or hearing and decide claims and he may 
issue rules governing the conduct of adjudication and 
resolution of cases. The Rules of Court shall have 
suppletory application, 

"The party filing an action pursuant to the 
provisions of this section thereby submits his person 
to the jurisdiction of the Commissioner. The 
Commissioner shall acquire jurisdiction over the 
person of the impleaded party or parties in accordance 
with and pursuant to the provisions of the Rules of 
Court. 

"The authority to adjudicate granted to the 
Commissioner under this section shall be concurrent 
with that of the civil courts, but the filing of a 
complaint with the Commissioner shall preclude the 
Civil courts from taking cOgnlzance of a suit involving 
the same subject matter. 
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"Any decision, order or ruling rendered by the 
Commissioner after a hearing shall have the force and 
effect of a judgment. Any party may appeal from a 
final order, ruling or decision of the Commissioner by 
filing with the Commissioner within thirty (30) days 
from receipt of copy of such order, ruling or decision a 
notice of appeal to the Court of Appeals in the manner 
provided for in the Rules of Court for appeals from the 
Regional Trial Court to the Court of Appeals, 

"For the purpose of any proceeding under this 
section, the Commissioner, or any officer thereof 
designated by him is empowered to administer oaths 
and affirmation, subpoena witnesses, compel their 
attendance, take evidence, and require the production 
of any books, papers, documents, or contracts or other 
records which are relevant or material to the inquiry, 

"A full and ·complete record shall be kept of all 
proceedings had before the Commissioner, or the 
officers thereof designated by him, and all testimony 
shall be taken dawn and transcribed by a stenographer 
. appointed by the Commissioner. 

"In order to promote party autonomy in the 
resolution of cases , the Commissioner shall establish 
a system for resolving cases through the use of 
alternative dispute resolution. 

,iTITLE 2 

"FEES AND OTHER SOURCES OF FUNDS 

"SEC. 440. (a) For the issuance or renewal of 
certificates of authority, licenses and certificates of 
registration, pursuant to pertinent provisions of this 
Code, the Commissioner shall collect and receive fees 
which shall be not less than the following: 

"For each certificate of authority issued to an 
insurance company doing business in the Philippines, 
Two hundred pesos (p200.00). 

"For each special certificate of authority issued 
to a servicing insurance company, One hundred pesos 
(plOO.OO). 

'" 
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"For each license issued to a general agent of 
an insurance company, Fifty pesos (P50.00). 

"For each license issued to im insurance agent, 
Twenty-five pesos (P25.00) 

"For each license issued to an agent of variable 
contract policy, Twenty-five pesos (P25.00). 

"For each license issued to an insurance broker, 
One hundred pesos (PlOD.OO) 

"For each lIcense issued to a reinsurance 
broker, One hundred pesos (plOD.OO). 

"For each license issued to an lllsurance 
adjuster, One hundred pesos (PIOO.OO). 

"For each certificate of registration issued to 
an actuary, Fifty pesos (P50.00). 

"For each certificate of registration issued to a 
resident agent, Fifty pesos (p50.00). 

"For each license issued to a rating 
organization, One hundred pesos (PlOO.OO). 

"For each certificate of registration issued to a 
non-life company underwriter, Fifty pesos (P50.00). 

"For each license issued to a mutual benefit 
association, Ten pesos (p 10.00). 

"For each certificate of registration issued to a 
trust for charitable uses, Ten pesos (PIO.OO) 

"All certificates of authority and all other 
licenses, as well as all certificates of registration, 
issued to any person, partnership, association or 
corporation under the pertinent provisions of this 
Code for which no expiration date has been prescribed, 
shall expire on the last day of December of the third 
year from its issuance and shall be renewed upon 
application therefor and payment of the corresponding 
fee, if the licensee or holder of such license or certificate 
is continuing to comply with all the applicable 
provisions of existing laws, and of rules, instructions, 
orders and decisions of the Commissioner. 
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"(b) For the filing of the annual statement 
referred to lU Section 229, the Commissioner shall 
collect and receive from the insurance company so filing 
a fee of not less than Five hundred pesos (p500.00): 
Provided, That a fine of not less than One hundred 
pesos (plOO.OO) shall be imposed and collected by the 
Commissioner for each week of delay, or any fraction 
thereof, in the filing ofthe annual statement. 

"For the filing of annual statement referred 10 

III Section 413, the CommissIOner shall collect and 
receive from the mutual benefit association so filing 

. a fee of not less than Ten pesos (PIO.OO): Prouided, 
That a fine of not less than Ten pesos (PIO.OO) shall 
be imposed and collected by the Commissioner for 
each week of delay, or any fraction thereof, 111 the 
filing of the ann ual statement. 

"(c) For the examination prescribed in Section 
253, the Commissioner shall collect and receive fees 
according to the amount of its total assets, in the 
case of a domestic company, or of its assets in the 
Philippines, in the case of a foreign company, not 
less than the amount as follows: 

"(1) Two million pesos or more but less than 
Four million pesos, Four hundred pesos (p400.00); 

"(2) Four million pesos or more but less than 
Six million pesos, Eight hundred pesos (p800.00); 

"(3) Six million pesos or more but less than 
Eight million pesos, One thousand two hundred pesos 
(pl,200.00); 

"(4) Eight million pesos or more but less than 
Ten million pesos, One thousand six hundred pesos 
(pl,600.00); 

"(5) Ten million pesos or more, Two thousand 
pesos (p2,000.OO); 

"Provided, That if the said examination is made 
in places outside the Metropolitan Manila area, 
besides these fees, the Commissioner shall require of 

1+:' 
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the company examined the payment of the actual and 
necessary travelling and SubsIstence expenses of the 
examiner or examiners concerned. 

"For the examination prescribed in Section 412, 
the Commissioner shall collect and receive a 
minimum fee of not less than One hundred pesos 
(PIOO.OO) from the mutual benefit association 
exammed: Provided, That if such associatlOn has 
total assets of more than One hundred thousand pesos 
(plOO,OOO.OO), an additionalfee ofnotless than Ten 
pesos (PIO.OO) for every Fifty thousand pesos 
(P50,QOO.OO) in excess thereof shall be Imposed: 

"(d) For the filing of an application to withdraw 
from the Philippines lmder Title 18, the Commissioner 
shall collect and receive from the foreign company so 
withdrawing a fee of not less than One thousand pesos 
(pI,OOO.OO). 

"(e) The Commissioner may fix and collectfees 
or charges for documents, transcripts, or other 
materials which may be furnished by him not in 
excess of reasonable cost. 

"SEC. 441. The Commissioner, in accordance 
with the rules and regulations of the Department of 
Budget and Management and other relevant regulatory 
agencies, shall source the sairu)" allowances and other 
expenses from the retained amount of the fees, charges, 
penalties and other income from the regulation of 
insUl'ance companies and other covered persons and 
entities, and from the. Insurance Fund, which is created 
out of the proceeds of taxes on insurance premiums 
mentioned in Section 255 of the National Internal 
Revenue Code, as amended. 

"MISCELLANEOUS PROVISIONS 

"SEC. 442. Any person, company or 
corporation subject to the supervision and control of 
the Commissioner who violates any provision of this 
Code, for which no penalty is provided, shall be deemed 
guilty of a penal offense, and upon conviction be 

18' 

punished by a fine not exceeding Two hundred 
thousand pesos (P200,OOO.OO) or imprisonmem of six 
(6) months, or both, at the discretion of the court. 

"If the offense is committed by a company or 
corporation, the officers, directors, or other persons 
re'sponsible for its operation, management, or 
administration, unless it can be proved that they have 
taken no p art in the commission of the offense, shall 
likewise be guilty of a penal offense, and upon 
conviction be punished by a fine not exceeding Two 
hundred thousand pesos (P200.000.00) or 
imprisonment of six (6) months, or both, at the 
discretion ofthe court. 

"SEC. 443. All criminal actioQs for the violation 
of any of the provisions of this Code shall prescribe 
after three (3) years from the discovery of such 
violation: Provided, That such actions shall in any 
event prescribe after ten (10) years from the 
commission of such violation. 

"SEC. 444. Any person, partnership, 
association or Corporation heretofore authorized, 
licensed or registered by the Commissioner shall be 
deemed to have been authorized, licensed or registered 
under the provisions of this Code and shall be governed 
by the provisions thereof: Provided, howe[)er, That 
where any such person, partnership, association or 
corporation is affected by the new requirements of 
this Code, said person, partnership, association or 
corporation shall, unless otherwise herein provided, 
be given a period of one (1) year from the effectivity of 
this Code within which to comply with the same. 

"SEC. 445. Transitory Provision. - Renewal 
of existing licenses, certificates of authority or 
accreditation which will expire on June 30, 2013 shall 
be valid until December 31, 2015. Thereafter, renewal 
shall be filed on the last day of Decem bet every third 
year following the date of expiry of the license, 
certificate of authority or accreditation. .,. 
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"SEC. 446. Repealing Clause.' - Except as 
expressly provided by tIns Code, all laws, decrees, 
orders, rules and regulations or parts thereof, 
inconsistent with any provision of this Code shall be 
deemed repealed, amended or modified accordingly. 

"SEC. 447. Separability Clause. - If any 
provision of this Code or any p art hereof be declared 
invalid or unconstitutional, the remainder of the law 
or other provisions nototherwise affected shall remain 
valid and subsisting. 

"SEC. 448. This Code shall take effect fifteen 
(15) days following its publication in a newspaper of 
general circuation. " 

Approved, 

~JERC[TO ESTRAD~~~·~ 
Speaker of the HOllse 

:! 
of Representatives 

This Actwp.ich is a consolidation of House Bill No. 4867 
and Senate Bill No. 3280 was [mally passed by the House of 
Representatives and the Senate on February 6, 2013. 

~i~ 
Secreta/)I General 

House of Representatives 

Approved: M1G 1 5 2013 .' 
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