Republic of the Philippines
HOUSE OF REPRESENTATIVES

(ueezon City
MEMORANDUM
FOR : ATTY. ARTEM IO ADASA
Deputy Secretary General
ATTENTION ATTY. CESAR 5. PAREJA
Executive Director, Plerary Affairs Office
SUBJECT : COMMITTEE REPORT NO. 1246

We are transmitting herewith six [} copies of the Committee lﬁﬁ;} submitted by the
Committee on Banks and Financial Intarmediaries on House Bill Mr:- entitled:

“AN ACT

STRENGTHENING THE INSURANCE INDUSTRY, FURTHER AMENDING FOR THE PURPOSE
PRESIDENTIAL DECREE NO. 612, OTHERWISE KNOWN AS THE INSURANCE CODE”

For your appropriate action.

ARLENE C. DADA-ARNALDOD
Deputy Secretary General for Committiee Affairs
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Bepuhlic of the Philippines
House of Bepresentatives
®uezon Aity

FEFTEENTH COMGRESS
First Regular Session

COMMITTEE REPORT Nﬂ.l_z_'i_ﬁ_
115 JUN 70t

Submitted by the Comntittee on Bands and Financial intermediaries on .

Re: Hui:_;.e iH:.ill'l'».ll:.:. ﬂs 57

Recammending its approval, in substitution of House Bills No_ 1502, 3797, 2672 and 2588

Sponsors: Representatives Sergio A F. Apostol and Guillermo A, Romarate Ir,

Mr, Speaker :
The Committee on Banks and Financial Intermediaries to which were referred:

House Bill No, 1502 introduced by Representative Angara, entitled: “AN ACT AMENCING
PO NO, 612, AS AMEMDED, OTHERWISE KNOWN AS THE INSLIRANCE CODE, AS AMENCEDR
BY PD NOS5 1141, 1380, 1455, 1460, 1814 & 1981, AND BP #74, AND FOR OTHER
PURPOSES,”

House Bill No. 3797, introduced by Representative Mandanas, entitled;  “AN ACT
AMEMNDING PD NO, 612, AS AMENDED, OTHERWISE KMOWM AS THE INSURANCE CODE, AS
AMENDED BY PD NOS5, 1141, 1280, 1455, 1460, 1814 & 1981, AND 6P 874, AND FOR
OTHER FURFO%ES,”

House Bl No, 2672, introduced by Representative Haresco, Jr., entitled: "AN ACT
AMENDING SECTION 385 OF PD ND. 1460, AS AMENDED BY PD 1455, OTHERWISE KNDOWN
AL THE INSURANCE CODE OF THE PHILIPPINES,” and

House Bill No. 2388, intraduced by Representative Ejercito, entitled "AM ACT AMENDING
SECTION 385 OF PD NGO, 1460, AS AMENDED BY PD 1455, OTHERWISE KNOWN AS THE
INSURANCE CODE OF THE PHILIPPINES™
has considered the same and recarnmends that the attached bill, entitled:
“AMN ACT
S5TRENGTHEMING THE INSURAMCE INDUSTRY, FURTHER AMENDING FOR THE FURPOSE PRESIDEMTIAL DECREE
M. 612, OTHERWISE KNCOWMN AS THE INSURANCE CODE"
be approvec in substitution of House Bills Mo 1502, 3797, 2672 and 2988 with Representalives Angara,
Mandanas, Apostol, Romarate, Haresco, Ejercito, Cortuna, Villarosa, Pichay, Aggatao, Licg, Lapus, Villafuerie,

and Ty as co-authors thereof.

Respectfully submitted,

SERGIOA. F, APOSTOL
Chairgian

The HONORABLE SPEAKER
HOUSE OF REPRESENTATIVES



FACT SHEET

House Bilt No. 4867
(Substitute bill to HB. No. 1502, 3797, 2672 and 2988)

AMENDMENTS TO THE INSURANCE CODE

Introduced by: REPRESENTATIVES ANGARA, MANDANAS, APODETOL, ROMARTE, et al

Committee Refarral: COMMITTEE ON BANKS & FINANCIAL INTERMEDIARIES
Chairperson: REPRESENTATIVE SERGID A F APOSTOL

OBJECTIVE

To promote and develop a stronger national insurance industry.

KEY PROVISIONS

1. Expands the definition of “dairg an insurance business” to include the practice of self-
insurance by any person of entity extending iife insurance or similar protection to its
berrowers, depositors, clients or third parties.

7 Deems imevocakie the designation of a beneficiary designation in the event the insured does
not change the beneficiary during his Iite tme.

3 Allows premium paymert by any govemment employee thru salany ceduction.

4. Provides for regedations on *Microinsurance”

S |ngreases minimum paid-up capital stock requirements for insurance COMparies.

5 Adopts intemational standards on solvency requirement

7. Adds rniew forms of admitted assets such as mutual funds, real estate mvestmert trusts,
salary loans, unit investment trust funds and spedial deposit accounts and cther assats which
are deemed by the Commissioner to be readily realizable and availlable for the payment of

lpsses and claims at values o be detemmined by him.

8 Crants the Commissioner the authonty to make, amend, and rescind aceounting rules and
regulations, and define accourting, technical and trade terms in accordance with

imematonally accepted accounting standards.
9 Adds = newtitle on "Bancassurance.”
10. Authorizes insurance companies to engage in trust business operations.

11. Grants the Commissioner the authority ta register self-regulatory organizatons whose
operations are retated to or connected to insurance

RELATED LAW: Presilential Decree No. 612, as amended,
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{In substitation of House Bills No. 1502, 3757, 2672 and 2988, per Committee Report Nao. i

Introduced by Representatives Angara, Mandanas, Apastal, Romarate, Haresco, Ejercito, Cortuna,
Villarosa, Pichay, Aggabao, , Lico, Lapus, Villafuerte, and Ty

AN ACT
STRENGTHENING THE INSURANCE [NDUSTRY, FURTHER AMENDING FOR THE FURPOSE
PRESIDENTIAL DECREE NO. 612, OTHERWISE KNOWN AS THE INSURANCE CODE

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

SECTION 1. Section 2, paragraph 2 (d) of the insurance Code, as amended, is hereby

1
2 amended toread as follows
3 “{d} doing or propasing to do any business in substance equivalent to any of the foregoing
4 in a manner designed to evade the provisions of this Code, INCLUDING THE PRACTICE
3 OF SELF-INSURANCE BY ANY PERSON OR ENTITY EXTENDING LIFE [NSURANCE OR
& SIMILAR PROTECTION TO ITS BORROWERS, DEPOSITORS, CLIENTS OR THIRD PARTIES.”
7 SEC 2. Section 3 of the Insurance Code is hereby améﬁded to read as follows:
2 “Sec. 3. Any contingent or unknown evert, whether past or future, which may darnify a
a9 person having an insurable interest, or create 3 liability against him, may be insured against, subject
10 tothe provisions of this chapter.
11 “The consent of the [husband] SPOUSE is not necessary for the validity of an insurance poficy
12 taken out by a married [weman} PERSON on ther] THEIR fife or that of [her] THEIR chitdren.
13 i i i
14
135
16
17 .. oo
18
LR R
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life or health of [a—mmm:} THE PERSDN INSLURED shall automatically vest in the [mirer] LATTER upon

the death of the original owner, unless ctherwise provided for in the policy.”

]

4 SEC. 3. Section 6 of the Insurance Code is hereby amended to read as follows:

5 *sec. 6. Every [perser} CORPORATION, partnership, OR association, [er—corperation] duly

&  authorized to transact insurance business as eisewhere provided in this code, may be zn insurer.”

7 SEC_ 4. Sectian 11 of the the Insurance Code is hereby amended to read as follows:

1 “gac. 11. The insured shall have the right to change the beneficiary he designated in the

Q9 policy, unless be has expressly waived this right in said policy.
10 “NOTWITHSTANDING THE FOREGOING, IN THE EVENT THE INSURED DOES NOT CHANGE THE
11 BENEFICIARY DURING HIS LUFETIME, THE DESIGNATION SHALL BE DEEMED IRREVCOCABLE."
12 SEC. 5. Section 12 of the Insurance Code is hereby amended to read as fotlows:
13 “car. 12. The interest of a beneficiary in a Iffe insurance policy shall be farfeited when the
14  beneficiary is the principal, accomplice, or actessory in willfully bringing about the death of the
15 insured; [WMWWWMEWEM
16  insurance iE-pet-othorwisedisgualified]. IN SUCH A CASE, THE SHARE FORFEITED SHALL PASS ON TO
17 THE QTHER BENEFICIARIES, UNLESS OTHERWISE DISQUALIFIED. IN- THE ABSENCE OF OTHER
i8 BENEFICIARIES, THE PROCEEDS SHALL BE PAID IN ACCORDANCE WiTH THE POLICY CONTRACT. iF THE
19 POLICY CONTRACT IS SILENT, THE PROCEEDS SHALL BE PAID TO THE ESTATE OF THE INSURED.”
20 SEC. B, Section 50 of the Insurance Code Ts hereby amended to read as follows:
21 *Sec. 50. The policy shali be in printed form which may contain blank spaces; and any word,
22 phrase, clause, mark, sign, symbol, signature, number, or word necessary to complete the contract
23 of insurance shall be written on the blank spaces provided therein.
24 “Any rider, clause, warranty or endorsement purporting to be part of the contract of
25 insurance and which is pasted or attached to said policy s not binding on the insured, uniess the
26  descriptive titie or name of the rider, clause, warranty or endorsement is alsn mentioned and
27  written on the blank spaces provided in the policy.
28 “Unless applied for by the insured or owner, any rider, clausé, warranty or endorsement
29 issued after the original policy shall be countersigned by the insured or owner, which
30  epuntersignature shall be taken as his agreement to the contents of such rider, clause, warranty or
31 endorsemant
33 beinpanstedform-]” _ fome o -:.,—x :
34 ) SEC. 7. Section Eﬂwgi"tﬁé. I;?;?ar;c;%t;lie E--hereh'f amended tc: read as follows: e
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“Sec. 60. An open policy is ane in which the value of the thing insured is not agreed upon,

bupg_hﬁ_%a—be—aseeﬂam-m—eaﬁﬁéf—bﬁﬂ AND THE AMDUNT OF THE INSURANCE MERELY

REPRESENTS THE INSURER'S MAXIMUM LIABILITY. THE VALUE OF SUCH THING INSURED SHALL BE

ASCERTAINED AT THE TIME OF THE LO55.7
SEC. 8. Sertion 64 of the Insurance Code is hereby amended to read as follows:

“Sec. 64. No policy of insurance other than life thall be cancelled by the insurer excapt Upon
prior natice 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 follawing:

fa) non-payment of premium;

fu)  conviction of a crime arising out of acts increasing the hazard insured against;

{ry discovery of fraud ar material misrepresentation;

{d) discovery of willful or reckless acts ar omissions increasing the hazard insured against;

{e} physical changes in the property insured which result in the property hacoming

uninsurable; .
if) DISCOVERY OF OTHER INSURANCE COVERAGE THAT MAKES THE TOTAL INSURANCE IN

EXCESS OF THE VALUE OF THE PRCOPERTY INSURED: OR
[£l{g) 2 determination by the Commissioner that the continuation of the policy would violate
or would place the insurer in violation of this Code.”
SEC. 8. A new Section 78-A is hereby added to the Insurance Code, to read as follows:
~SEr. 78-A. EMPLOYEES (OF THE REPUBLIC OF THE PHILIPPINES, INCLUDING [TS POLITICAL
SUBDIVISIONS AND INSTRUMENTALITIES, AND GOVERNMENT OWNED OR CONTROLLED
CORPDRATIONS, MAY PAY THEIR INSURANCE PREMHLIMS AND LOAN OBLIGATIONS THROUGH
SALARY DEDUCTION: PROVIDED, THAT THE TREASURER, CASHIER, PAYMASTER QR GFFICIAL OF THE
ENTITY EMPLOYING THE GOVERNMENT EMPLOYEE IS AUTHORIZED, NOTWITHSTANDING THE
PROVISIONS OF ANY EXISTING LAW, RLILES AND REGULATIONS TO THE CONTRARY, TO MAKE
DEDUCTIONS FROM THE SALARY, WAGE OR INCOME OF THE LATTER PURSUANT TG THE
AGREEMENT BETWEEN THE INSURER AND THE GOVERNMENT EMPLDYEE AND TO REMIT SUCH
DEDUCTIONS TO THE INSURER CONCERNED, AND COLLECT SUCH REASONABLE FEE FOR s
SERVICES.”
SEC. 10. Section 81 of the Insurance Code is hereby amended to read as follows:
“Sec. 81. A person insured is entitled to return of the premium when the contract is
voidable, AND SUBSEﬁUENTL‘r’ ANNULLED UNDER THE PROVISIONS OF THE CI‘u’IL CODE; OR on

account of fr-aud or mJSrEpresent.atlon of the insurar, or of his agent or an accuunt of facts, the

r b e

Exlstence nf whlch the :nsured “was |gm:-rant DF without his faul't -:ar when byr any default of the

.'r..y -

|n5urEd uther than actua] fraud the insurer never incurred any lia I:.~|J|t"'ur under the poficy.
ld': ol . 2 W I-;. ‘_*'
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1 “A PERSOIN INSURED IS NOT ENTITLED TO A RETURN OF PREMIUM |F THE POLICY 15
3 ANNULLED, RESCINDED GRIF A CLAIM [S DENIED BY REASON OF FRAUD. T
SEC. 11. Section 82 of the Insurance Code is hereby amen ded to read as foliows:

*toc. 82. In case of an over-insurance by several insurers OTHER THAN LIFE, the insured is
entitled to a ratable return of the premium, proportioned to the amount by which the aggregate

4

3

6  sum insured in all the policies exceeds the insurable value of the thing at risk.”

7 SEC. 12. A new Section B2-A is hereby added to Title 8, Chapter 1 of the Insurance Code, 10
8

read as follows:
9 *CEC. B2-A. AN INSURER MAY CONTRACT AND ACCEPT PAYMENTS, |N ADDITION TO

10 REGULAR PREMIUM, FOR THE PURPOSE OF PAYING FUTURE PREMIUMS ON THE POLICY OR TG
11 INCREASE THE BENEFITS THEREOF”

12 SEC. 13. Section 88 of the Insurance Code is hereby amended to read as follows:

13 “car. B2 In case of loss upon an insurance against fire, an insurer is exonerated, if notice
14 thereof be not given o him by an insured, or some persan entitled to the benefit of the insurance,
15 [withaut-unnecessary—delzy] WITHIN THIRTY DAYS FROM OCCURRENCE OF THE LOSS. FOR OTHER
16 NON-LIEE INSURANCE, THE NOTICE OF LOSS SHALL BE SUBMITTED WITHIN OMNE YEAR. IN CASE OF
17 DEATH, AN INSURER 15 LIKEWISE EXONERATED IF NOTIWCE THEREQOF BE NOT GIVEN THE INSURER
i8 WITHOUT UNNECESSARY DELAY FROM DISCOVERY OF DEATH.”

19 SEC. 14. Sectioh 179 of the Insurance Code is hereby amended to read as follows:

20 *Ser 179. Life insurance is insurance on human lives and insurance appertaining thereto or
21 connected therewith.

22 “EVERY CONTRACT OR UNDERTAKING FOR THE PAYMENTS OF ANNUITIES INCLUDING
23 CONTRACTS FOR THE PAYMENT OF LUMP SUMS UNDER A RETIREMENT PROGRAM WHERE A LIFE
24 INSURANCE COMPANY MANAGES OR ACTS AS A TRUSTEE FOR SUCH RETIREMENT FROGRAM SHALL
25 BE CONSIDERED A LiFE INSURANCE CONTRACT FOR PURPOSES OF THIS CODE"

! P T
- 'l’__:jL ___\-';

o

26 SEC. 15. Section 180 of the insurance Code is hereby amended to read as follows:

27 ssec. 180. An insurance upon life may be made payabie on the death of the person, or on

2% his surviving a specified period, or otherwise contingently an the continuance or cessation of life.

29 Every contract or pledge for the payment of endowments or annuities shall be considered a life

30  insurance cantract for purpose of this Code.

31 “In the gbsence of a judicial guardian, the hthgr, orin the latter's absence or incapacity, the

32 mother, or any minor, who is an insured or a beneficiary under & contract of iife, health or accident

33 insurance, n;ia'ji exercise, in behalf of said minor, ‘any right undar the policy, without necessity of :f
34 : " eourt ﬁmhuritw,r or the givirig of a bond, where the iﬁteré;ftmnf the minor in the particular act involved |
35 dﬂ-ES not exceed [twenty-theusand] FIVE HUNDRED THOUSA D_ pesas OR IN SUCH AMOUNT AS !

A
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MAY BE DETERMINED BY THE COMMISSIONER. Such right may include, but shall not be limited to,
-r_r-éndering the policy, receiving the proceeds_crf the ;:ﬁiicy, and giving the

obtaining a policy loan, su
minor's consent to any transaction on the policy. )
“IN THE ABSENCE OR IN CASE OF THE INCAPACITY OF THE FATHER QR MOTHER, THE

GRANDPARENT, THE ELDEST BROTHER OR SISTER AT LEAST EIGHTEEN YEARS OF AGE, OR ANY
RELATIVE WHO HAS ACTUAL CUSTODY OF THE MINCR 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 |15 NOT OTHERWISE DISQUALIFED OR INCAPACITATED. PAYMENT MADE
BY THE INSURER PURSUANT TO THIS SECTION SHALL RELIEVE SUCH INSURER OF ANY LIABILITY

LINDER THE CONTRACT”
SEC 156, A new Title 6 on MICROINSURANCE and Section 183-A are hereby added in Chapter

Il of the Insurance Code, to read as follows:
“TITLE &
“MICROINSLRANCE

“SfC. 183-A. THE TERM “MICRDINSURAMNCE™ SHALL MEAN AN ACTIVITY PROVIDING
SPECIFIC INSURANCE THAT MEETS THE NEEDS OF THE LOW-INCOME SECTOR FOR RISK PROTECTICN
AND RELIEF AGAINST DISTRESS, MISFORTUNE AND OTHER CONTINGENT EVENTS. THIS SHALL
INCLUDE ALL FDRMS OF INSURANCE WITH THE FOLLOWING FEATURES: A) PREMIUMS,
CONTRIBUTIQNS, FEES OR CHARGES ARE COLLECTEQ/DEDLUCTED PRIOR TO THE OCCURRENCE OF
THE CONTINGENT EVENT; AND B} GUARANTEED BENEFITS ARE FROVIDED UPON OQCCURRENCE OF
THE CONTINGENT EVENT.

“NG INSURANCE COMPANY 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.”

SEC. 17. Bection 184 of the tnsurance Code is hereby amended td read as follows:

“Sec. 184, Faor purposes of this Code, the term "insurer” or "insuronce company” shalt include
all [indiviguals] partnerships, associations, CODPERATIVES or corporations, including povernment-
owned or controlled corporations or entities, engaged as principals in the insurance business,
excepting mutual benefit assaciations. Unless the context atherwise requires, the terms shall also
include professional reinsurers defined in section two hundred eighty. "Domestic company” shall
include companies formed, orgamized or existing under the laws of the Philippines. "Foreign
company” when used wifhnut limitation shall include companies formed, organized, or existing

under any laws other than those of the Philippines.”
© SEC. 18. Section jB5IIﬂf the Irisurar;ce Code is hereby amended to read as follows:
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*The provisiens of the Corporation [Law] CODE, AS AMENDED, shall apply to all insurance

corporations now or herezafter engaged in business in the Philippines insofar as they do not conflict
with the provisions of this chapter.”

SEC. 19, Section 186 of tha tnsurance Code is hereby amended to read as folbows:

“Sac. 186. No [persen] CORPORATION, partnership, or association of persans shall transact
any insurance business in the Philippines except as agent of 2 [persor-oF) corporation, PARTNERSHIP
Of ASSOCIATION autharized to do the business of insurance in the Philippines, uniass possassed 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; [paF] OR unless the Commissioner shall have granted

[to-him-arthem] a certificate to the effect that [he-er—th-eﬂ T [ha-ve-} HAS complied with all the

provisions of [i2

ebsepe] THIS CODE.
*Cvery |persoR—partrerhip—orasseeistion] ENTITY receiving any such certificate of

authority shall be subject to the insurance AND OTHER APPLICABLE lzws af the Philippines and to the

jurisdiction and supervision of the Commissioner linthe-samernapherasianiRcdroncecorpartion

SEC. 20. Section 187 of the Insurance Cade is hereby amended to read as follows:

=5ec. 187. No insurance company shatl transact any insurance business in the Philippines
unitit after it shall have obtzined a certificate of authority for that purpose from the Commissioner
upon application therefor and payment by the company concerned of the fees herainafter
prescribed.

=The Commissioner may refuse to issue a certificate of authority to any insurance company
if, in his judgment, such refusal will best promate the interest of the people of this country. No such
certificate of authority shall be granted to any such company uatil the Comrnissioner shall have
satisfied himself by such examination as he may make and such evidence as he may require that
such campany is qualified by the laws of the Philippines to transact business therein, that the grant

of 5uch authority appears to be justified in the light of econamic req'uirements., and that the

l:llI"E’EtII:II'I and admlmstmtlﬂn as well as the integrity and re:spunsnblllw of the organizers and

“‘ﬁh":- v '—n.fx'\-é'—" ) -_ wI
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5 !RIHSR| INSURANCE  BUSINESS ANYWHERE IN _THE PHILIPPINES BY THE

administrators, the financial organization and the amount of capital, [neim-t-hﬁa-ndmg—t—h&arev&&nﬁ

a#‘—geeleien—en-e—hund-red—ei-ghty—eighﬁ] reasonably assure the safety of the interests of the

poheyholders and the public.
*In arder to maintain the guality of the management of the insurance companies and afford

better protection to policyholders and the public in general, any person of good maoral character,
unguestioned integrity and recognized competence may be elected or appointed director or officer
of insurance companies 1IN ACCORDANCE WITH THE PERTINENT PROVISIONS CONTAINED IN THE
CORFORATE GOVERNANCE CIRCULARS PRESCRIBED BY THE COMMISSIONER. TN ADDITION HERETO,
the Commissioner shall prescribe the gualifications of DIRECTORS, [the] executive officers and other

key offfcials of insurance companies for purpases of this section.

“Mo person shall concurrently be a director and/or officer of an insurance company and an

adjustment company.

“Befora 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
Fhilippines, or a name so similar as to be calculated to mislead the public, THE COMMISSIONER MAY
ISSUE RULES AND REGULATIONS ON THE USE OF CORPORATE NAMES OF INSURANCE COMPANIES

AND OTHER SUPERVISED PERSONS OR ENTITIES.

etreularsiRstraetare—rulings-or-decisionsof-the Commissionar. |Every company receiving any such

certificates of authority shall be subject to the provisions of this Code and other related laws 2nd to

the jurisdiction and supervision of the Commissioner _
“Mo 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 “fife" and "non-fife” insurance shall be deemed to include health, accident

and disahility insurance.
“Mo insurance company shalfl have equity in an adjustment cnhpany and neither shall an

adjustment company have an equity it 3n iNsurance company.

gs-]

“NO INSURANCE COMPANY ISSUED WITH A VALID CERTIFICATE OF AUTHORITY TO

INSURANCE
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EDMMFSSIDNER SHALL 8E BARRED, PREVENTED, OR D]SENFRANEHISED FHDM ISSUING  ANY

I!NSURANEE POLKCY OR FROM TRANSACTING ANY INSURAMCE BUSINESS II..l"n."iTHIN THE SCOPE OR
COVERAGE OF TS CERTIFICATE OF AUTHORITY, ANYWHERE IN THE PHILIFPINES, BY ANY LOCAL
GOVERNMENT UNIT OR AUTHORITY, FOR WHATEVER GUISE OR REASON WHATSOEVER, INCLUDING
UNDER ANY KIND OF ORDINAMCE, ACCREDITATION SYSTEM, OR SCHEME. ANY LOCAL ORDINANCE
OR LOCAL GOVERNMENT UNIT REGULATORY ISSUANCE IMPOSING SUCH RESTRICTION OR
DISENERANCHISEMENT QN ANY INSURANCE COMPANY SHALL BE DEEMED NULL AND VOID A8
INITIO”

SEC. 21. Section 188 of the Insurance Code is hereby amended to read as follows:

*Sar. 188. Except as provided in section twa hundred eighty-one, no NEW domestic LIFE OR
NON-LIFE insurance company shall, in a stock carporation, engage in"business in the pPhilippines

unless possessed of a paidrup capital stock equal to at least five HUNDRED million pesos: Provided,

That a domestic insurance company already doing business in the Philippines [with-spaid-up-capital

MWWMW%#&MW

assure—the safety—oi-theinterests-of-the policyholders—andthe—publie] SHALL HAVE A PAID-LIP

CAPITAL BY DECEMBER 31, 2012, OF ONE HUNDRED SEVENTY FIVE MILLIOM PESQS FOR AN
INSURANCE COMPANY WITH LESS THAN FORTY PERCENT (40%) FtﬁRE1GN EQUITY, OF THREE
HUNDRED FIFTY MILLION PESOS FOR AN INSURANCE COMPANY WITH FORTY PERCENT {40%) BUT
LESS THAN SIXTY PERCENT (60%) FOREIGN EQUITY, AND FIVE HUNDRED MILLION PESDS FOR .;&.N
INSURANCE COMPANY WITH AT LEAST SIXTY PERCENT {60%) FOREIGN EQUITY: PROWVIDED FURTHER,
THAT THE PRESENT RULES OR DEPARTMENT ORDERS ON CAPITALIZATION SHALL CONTINUE TO
APPLY PRIOR T THE EFFECTIVE DATE OF INCREASE UNDER THI5 SECTION.

*The Commissioner may, as a pre-licensing requirement of a new insurance company, in
addition to the paid-up capital stock, reguire the stockholders to pay in cash to the company in

proportion to their subscription interests a contributed surplus fund of not less than ere ONE

HUNDRED million pesos {_WM-W&WWW—GMM%M
#MWWMPWHMI He may also require such

company to submit to him a business plan showing the company's estimated receipts and

disbursements, as wel! as the basis therefor, for the next succeeding three years.
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=If prpanized as a mutual company, in lieu uf such capital stock, it must have available cash

assets of at least ONE HUNDRED SEVENTY FIVE MILLIDN PESOS AS OF DECEMBER 31, 2012 above ali
liabilities for losses reparted, expenses, taxes, legal reserve, and reinsurance of all sutstanding risks,
and the contributed surplus fund equal to the amounts required of stock corparations. A stock
insurance company doing business in the Philippines may, subject to the pertinent law and
regulations which now [are-ef] OR hereafter may be in force, alter its arganization and transform
itself into 3 mutual insurance company.

“THE SECRETARY OF FINANCE MAY, UPON RECOMMENDATION OF THE COMMISSIONER,
INCREASE SUCH M!NIMURM FAID-UP CAPITAL STOCK DR CASH ASSETS REQUIREMENT UNDER SUCH
TERMS AND CONDITIONS AS HE MAY IMPOSE, TO AN AMOUNT WHICH, IN HIS OFINION, WOULD
REASCINABLY ASSURE THE SAFETY OF THE INTERESTS OF THE POLICYHOLDERS AND THE PUBLIC.
THE MINIMUM PAID-UP CAPITAL REQUIREMENT MUST REMAIN UNIMPAIRED FOR THE
CONTINUANCE OF THE LICENSE. THE COMMISSIONER MAY REQUIRE THE ADOPTION OF THE RISK-
BASED CAPITAL APPROACH AND OTHER INTERNATIOMALLY ACCEFTED FORMS OR CAPITAL
FRAMEWORK.”

SEC. 22. Section 191 of the Insurance Code is hereby amended to read as follows:

“Sec. 15971. 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 possessed of [paid-up)
unimpaired capital or assets and reserve OF NOT LESS THAN FIVE HUNDRED MILLION PESOS, [Aet
less-than-thot-herein—required-oi-damostic insurance-camparias,] nor until it shall have deposited
with the Commissioner for the benefit and security of the policyholders and creditors of suich
company in the Philippines, securities satisfactory to the Commissioner cansisting of good securities
of the Philippines, including new issues of stock of “registered enterprises”, as this term i defined in

[Republic Act Mo 5186 otharwiseknown-as-the invastaent Jacentives-Aet] OMNIBUS INVESTMENTS

CODE as amended, to the actual market value of not less than THE AMCHLNT HEREIN REQUIRED [the
x| Prowided, That at |least fifty

perCENT eemtomm of such securities shall consist of bonds or other evidences of debt of the
Government of the Philippines, its political subdivisions and instrumentalities, or of government-
owned ar controlled corporations and entities, including the [Certral-Bank] BANGKO SENTRAL NG
PILIPINA: PFROVIDED FURTHER, THAT the total investment of a foreign insurance company in any
registered enterprise shall not exceed twenty per centum of the net worth of said foreign insurance

campany nor twenty per cent of the capitat of the registered enterprise, unless previousiy authorized

inwriting by the Commissioner.
*THE COMMISSIONER MAY, AS A PRE-LICENSING REQUIREMENT OF A NEW BRANCH OFFICE

35 ;. OF A FOREIGN INSURANCE ‘CDMPAN‘\" IN ADDITIDN TCI THE REQUIRED ASSE]' DH NET WORTH,
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REQUIRE THE COMPANY TO HAVE AN ADDITIONAL SURPLUS FUND OF NOT LESS THAN ONE

HUNDRED MILLICN PESOS.
“For purposes of this Code, the nat worth of a fareign insurance cpmpany ghall refer only to

its net worth in the Philippines.”
SEC. 23. Section 152 of the Insurance Code is hereby amended to read as foHows:

“Sac. 192. The Commissioner shall hold the securities, deposited as aferesaid REQUIRED IN
THE IMMEDIATELY PRECEDING SECTION, for the banefit and security of all the policyholders AND
CREGITORS of the company depositing the same: |, sutchall] 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
securtties, upon depositing with said Commissioner other like securities, tha market value of which
shiall be equal to the market value of such as may ba withdrawn. In the event of any company

ecaasing to do business in the Philippines the securities depasited as aforesaid shall be returned upon

the [comp
COMPANY LUPON THE COMMISSIONER'S WRITTEN APPROVAL AND ONLY AFTER THE COMPANY HAS

DULY PROVEN IN ITS ARPLICATION THEREFOR that it has no further lability WHATSOEVER under any
of its policies NOR TQ ANY OF ITS CREDITORS in the fhilippines.
SEC. 24. Title 2 of Chapter Il of the insurance Code is hereby amended to read as follows:
“Titla 2. [MARGH-OFNSOLVENEY SOLVENCY”
SEC. 25. Section 194 of the Insurance Code is hereby amended to read as follows:

“Sae. 1G4, An insurance company doing business in the Philippinas shall at all times maintain

THE PRESCRIBED SOLVENCY REQUIREMENT WHICH SHALL BE BASED ON INTERNATEONALLY

ACCEPTED SOLVENCY FRAMEWORKS [HWMWMM%BMM

5even-} iNTHE DETERMINATION OF COMPLIANCE WITH THE SOLVENCY REQUIREMENT, THE ASSETS,
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LIABILITIES AND RESERVES OF THE INSURANCE COMPANY INCLUDED IN THE SEPARATE VARIABLE

ACCOUNTS ESTABLISHED [N ACCORDANCE WITH SECTION TWO HUNDRED THIRTY SEVEN SHALL BE

EXCLUDED. Whenever the AFOREMENTIDNED SOLVENCY REQUIREMENT [margin] be found to be

less than that herein required to be maintained, the Commizsioner shall farthwith direct the
company to make good any such deficiency by cash, to e contributed by all stockholders of recorg
in proportion to their respective interest, and paid to the treasurer of the company, within fifteen
days from receipt of the order: Provided, That the company in the interim shall not be permitted to
take any new risk of any kind or character unless and until it make good any such deficiency:
Provided, further, That a stockholder who aside from paying the contribution due from him, pays the
contribution due from the anather stockholder by reason of the failure or refusal of the latter to do
50, shall have a lien on the certificates of stock of the insurance company co ncemed appearing in its
books in the name of the defaulting stockholder on the date of default, as wel| as on any interest{s]
or dividendjs] that have accrued or will accrue to the said certificates of stock, until the
corresponding payment or reimbursement is made by the defaulting stackholder.”

SEC. 2E. Section 195 of the insurance Code is hereby amended to read as follows:

“cac 195. No domestic insurance corporation shall declare or distribute any dividend on its
outstanding stocks except from profits attested in a sworn staternent to the Commissioner by the

president ar treasurer of the corporation to be remaining on hand after retaining unimpaired:

{a} The entire paid-up capital stock;

[{e3] b} In the case of life insurance corporation, the legal reserve fund required by section

two hundred eleven;

Heh] (<) In the case of corporations other than life, the legal reserve fund reguired by section
twr hundred thirteen;
Kel] {d) A sum sufficient to pay all net losses reported, or in the course of settlement, and all
liabiifties for expenses and taxes.
~any dividend declarad or distributed under the preceding paragraph shall he reported to
the Commissianer within thirty days after such declaration or distribution.
|f the Commissioner finds that any such cerparation has declared or distributed any such
dividend in violation of this section, he may order such corparation to cease and desist fram 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.”

SEC. 27. Section 136 of the Insurance Code is hereby amended to read as follows:

11




“Sec. 196. |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 owned by
the insurance company concerned which consist of:

XXX
1. MUTUAL FUNDS, REAL ESTATE INVESTMENT TRLUISTS, SALARY LOANS, UNIT

INVESTMENT TRUST FUNDS AND SPECIAL DEPQSIT ACCOUNTS, SUBIECT TO THE
CONDITIONS AS MAY BE PROVIDED FOR 8Y THE COMMISSIONER.

[40]11. Other assets, not inconsistent with the provisions of paragraphs 1 to [84 10 hereof,
which are deemed by the Commissioner to be readily realizable and available for the
payment of losses and claims at values to be determined by him-"

SEC. 28. Section 198 of the Insurance Code hereby amended to read as follows:

“Sec. 198. A LIFE INSURANCE COMPANY MAY LEND TO ANY OF ITS POLICYHOLDERS UPON

THE SECURITY OF THE WALUE OF ITS FOLICY SUCH SUM AS MAY BE DETERMINED PURSUANT TO THE
PROVISIONSE OF THE POLICY.
*No insurance company shall ioan any of its money or deposits to any person, corporation or

association, except upah THE SECURITY OF ANY OF THE FOLLOWING: [fissi-morigage-erdeedsef
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FIRST MORTGAGE OR DEEDS OF TRUST OF REGISTERED, UNENCUMBERED, IMPROVED
OR UNIMPROVED REAL ESTATE, INCLUDING CONDOMINIUMS, IN CITIES AND CENTERS

a)

b)

c)

dj

e}

Bl

h)

OF POPULATION QF MUNICIPALITIES IN THE PHILIPPINES;
FIRST MORTGAGES OR DEEDS OF TRUST OF ACTUALLY CULTIVATED, IMPROVED AND

LINENCUMBERED AGRICULTURAL LANDS IN THE PHILIPRINES;

PURCHASE MONEY MORTGAGES, LEASE PURCHASE AGREEMENTS OR SIMILAR
SECURITIES EXECUTED OR RECEVED BY IT ON ACCOLUNT OF THE SALE OR EXCHANGE
OF REAL PROPERTY ACQUIRED PURSLIANT TCQ SECTIONS TWO HUNDRED FOUR AND
TWO HUNDRED TWO;

BONDS OR OTHER EVIDENCES OF INDEBTEDNESS 1SSUED OR GUARANTEED BY THE
GOVERNMENT OF THE PHILIPFINES OR ITS POLITICAL SUBDIVISIONS AUTHORIZED BY
LAW TO INCUR SUCH OBLIGATIONS OR ISSUE SUCH GUARANTEES OR GF
GOVERNMENT-OWNED OR CONTROLLED CDRPORATIONS AND INSTRUMENTALITIES
INCLUDING THE BANGKO SENTRAL NG PILIPINAS;

OBLIGATIONS ISSUED OR GUARANTEED BY UNIVERSAL BANKS, COMMERCIAL BANKS,
AND OFFSHORE BANKING UNFTS, DULY REGISTERED WITH THE BANGKO SENTRAL NG
PILIPTNAS; -

OBLIGATIONS ISSUED OR GUARANTEED BY FOREIGN BANKS OR CORPORATIONS, EACH
OF WHICH SHALL HAVE TOTAL NET WORTH OF AT LEAST ONE BILLION UNITED STATES
DOLLARS, AS SHOWN IN THEIR FINANCIAL STATEMENTS A5 OF THE {MMEDIATELY
PRECEDING FISCAL YEAR;

ASSIGNMENTS OF MONETARY INSTRUMENTS SUCH AS CASH DEPQSITS, PROMISSORY
NOTES, DEPOSIT CERTIFICATES DR OTHER SiMILAR INSTRUMENTS OF UNIVERSAL
BANKS, COMMERCIAL BANKS, INVESTMENTS HOUSES OR OTHER FiNANCIAL
INTERMEDIARIES DULY REGISTERED WITH THE BANGKCO SENTRAL NG PILIPINAS;
PLEDGES OF SHARES OF STOCK, BONDS OR OTHER EVIDENCES OF INDEBTEDNESS

SPECIFIED [N SECTION TWQ HUNDRED;




1 .i]__

CHATTEL MORTGAGES OVER EQUIPMENT NOT MORE THAN THREE {3) YEARS OLD;

2 AND

3 j) SUCH OTHER SECURITY AS MAY BE APPROVED BY THE COMMISSIONER.

4 “THE LOANS PROVIDED N THE PRECEOING SUBSECTION SHALL BE SUBJECT TO THE

5  FOLLOWING CONDITIONS: ’

& a] THE AMOUNT QF LOAN SECURED BY REAL ESTATE MORTGAGE OVER A NON-

7 AGRICULTURAL LAND SHALL NOT EXCEED SEVENTY PERCENT {70%) OF ITS APPRAISED

8 VALUE, AND IN THE CASE OF A LOAN SECURED BY A REAL ESTATE MORTGAGE QVER

9 AN AGRICULTURAL LAND, THE AMOUNT OF LOAN SHALL NOT EXCEED FORTY PER
10 CENT {40%) OF ITS MARKET VALUE: PROVIDED THAT, IN NO CASE SHALL SUCH LOAN
11 HAVE A MATURITY PERIOD IN EXCESS OF TWENTY YEARS;

12 bl  UNLESS APPROVED BY THE COMMISSION, NO LOAN MAY BE GRANTED UPON THE
13 SECURITY OF A MORTGAGE ON IMPROVED REAL ESTATE [F THE IMPROVEMENTS
14 THEREON DO NOT BELONG TO THE OWNER OF THE LAND AND THE OWNER OF THE
15 IMPROVEMENTS DOES NOT SIGN THE DEED OF MORTGAGE. HOWEVER, IF THE
16 OWNER OF THE LAND !5 THE GOVERNMENT OF THE PHILIPPINES OR ANY GR 15
17 POLITICAL SUBDIVISIONS AND A LONG TERM LEASE HAS BEEN EXECUTED IN FAVOR OF
18 THE OWNER OF THE IMPROVEMENTS, THE OWNER OF THE LAND NEED NOT BE A
19 PARTY TQ THE DEED OF MORTGAGE. THE EXPIRATION DATE OF THE LEASE SHALL
20 NOT, HOWEVER, PRECEDE THE MATURITY OF THE LOAN. THE PHRASE "IMPROVED
21 REAL ESTATE” AS USED HEREIN SHALL MEAN LAND WITH PERMANENT BUILDING GR
22 BLILDINGS ERECTED THEREQON;
23 ©)  PURCHASE MONEY MORTGAGE, LEASE-AGREEMENTS OR SIMILAR SECURITIES
24 RECEIVED ON THE SALE OF REAL ESTATE PROPERTY SHALL NOT EXCEED ONE
25 HUNDRED PERCENT [100%) OF THE SELLING PRICE OF SAID PROPERTY, OR ONE
26 HUNDRED PER CENT {100%} OF ITS MARKET VALUE AT THE TIME OF [TS DISPOSITION,
27 WHICHEVER AMOUNT IS LOWER. HOWEVER, IN NO CASE SHALL SUCH MORTGAGE OR
28 AGREEMENT HAVE A MATURITY PERIOD GF TWENTY-FIVE YEARS;
29 d)  LOANS SECURED BY SHARES OF STOCK OF SOLVENT CORPORATIONS SHALL NOT
30 EXCEED FIFTY PERCENT {509} OF 1) THE WEIGHTED AVERAGE MARKET PRICE FOR THE
31 THIRTY {30) DAYS PRECEDING THE APPROVAL OF THE LOAN FOR SHARES LISTED IN
32 THE STOCK EXCHANGE: AND 2] THE BOOK VALUE OF SUCH SHARES FOR A LISTED
33 SHARES; '
34 e) - LOANS SECURED BY THE CHATTEL MORTGAGES OVER ECIUIPMENT SHALL NOT EXCEED
33, g% & sEthmLFWE PEHEENT {?596} OF THE MARKET vALuE DF SAID EEUIPMENT

*m#r e
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“Sec. 195. No loan by any insurance company on the security of real estate shafl be made

unless the title to such real estate shall have first been registered in accordance with the existing

tand Repistration Act, [arshalb-ba-atituloreai-duly registared,] or [have] HAS been previoushy

registered under the provisions of the existing Marigage Law AND THE LIEN OR INTEREST OF THE
INSURANCE COMPANY AS MORTGAGEE HAS BEEN REGISTERED.”

SEC_ 30. Section 200 of the Insurance Code is hereby amended to read as follows:

“Sac. 200. (1] An insurance company may purchase, heid, own and convey such property,
real and personal, as may have been mortgaged, pledged, or conveyed te it in good faith in trust for
its benefit by 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 accaunt of money loaned by it; and such real and personal
nroperty as may have been conveyed to it by borrowers in satisfaction and discharge of loans made
by the company [to-them—Reavided —howaver—Fhat-anyreal-asiate purchasad-by aR—RSUFRER
cormpany] in payment or by reason of any loan made by [it} THE COMPANY IN FAYMENT OR BY
REASON OF ANY LOAN MADE BY IT shall be sold by the company within twenty years after the title

thereto has been vested In it,
“I2) An insurance company may purchase, hold, own and convey reai and personal property

as follows:
fa} The lot with building thereon in which the company conducts and carries on its

business.

it} Bonds or other evidences of [debt] INDEBTEDNESS of the Gowernment of the
Philippines or its political subdivisions authorized by law to issue bonds at the
reasonable market value thereof.

() Bonds or other evidences of debt of the government-cwned or controlled
corporations and entities, including the [Cestral—Bank] BANGKQO SENTRAL NG
PILIPINAS.

{d) Bonds, debentures or other evidences of indebtedness of any solvent corporation[s} or
institution created or existing under the laws of the Phiiippfnes: Frovided, however,
That the issuing, assuming or guaranteemg ertity or its predecessors shall not have
defaulted in the payment of interest on any of its securities and that durrng each of
any three including the last two of the five fiscal years next preceding the date of

. acquisition by such insurance caompany of such bonds, debentures, or other evidences

of indebtednass, the net earnings of the issuing, assuming or guaranteeing institution

i < b iy 0

arvaslable for its fixed -::harges as heremarfter defined, shall havE heen noct less than one
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and one-quarter times the total of its fixed charges for such year; and Provided,

further, That no life insurange company shall invest in or Iuan upan the obligations of
any one institution in the kinds permitted under this sub-section an amount in excess
of twenty-five per centum of the total admitted assets of such insurer as of December
thirty-first next preceding the date of such investimeant.

As used in this sub-section the term *net earnings avoifoble for fixed charges® shall
mean net income after deducting operating and maintenance expenses, taxes other
than income taxes, depreciation and depletion; but excluding extraordinary non-
recurring items of income or expense appearing in the regular financial statement of
the issuing, assuming or guaranteeing institution. The “term "fixed chorges™ shall

include interest an funded and unfunded debt, amartization of debt discount, and

rentals Tfor leased properties.

Preferred or guaranieed stocks of any solvent corporation or insttuticn created or

existing under the laws of the Philippines: Provided, [hewever—Fhat—theissuiRl

if the stocks are guaranteed, the amount of stocks s0 guaranteed is not excess of fifty
per centurn of the amount of the preferred or comman stocks, as the case may be, of
the guarantesing corporation: and Provided, finally, That no life insurance company
shail invest in or lpan upon obligations of any one institﬁticn in the kinds permitted
under this sub-section an amount in excess of ten per centum of the total admitted
assets of such insurer as of December thirty-first next preceding the date of such

irvestent.

Common stocks of any solvent corpormtion or institution created or existing under the

laws of the Philippines [upeppwh.mh-;e-gulapdmdeﬂds—ghau—have—%—pafd—fﬁﬂhé
three years pawt-preceding the purchase-of such-stoek]: Pravided, however, That no life

insurance company shall invest in or loan upon the obligations of any ene corporation
or institution in the kinds permitted under this sub-section an amount in excess of ten
per centumn of the total admitted assets of such insurer a5 of December thirty-first
next preceding the date of such investment.

SECURITIES 1SSUED BY A “REGISTERED ENTERPRISE™, AS THIS TERM IS DEFINED IN
REPUBLIC ACT NQ. 5186, OTHERWISE KNOWN AS THE INVESTMENT INCENTIVES ACT,
AS AMENDED PRdUIDED THAT THE TOTAL INVESTMENT OF A DOMESTIC NON-LIFE

TNSURANCE EDMPAN‘I" IN A.N‘l" REGISI'ERED ENTERPRISE SHALL NDT EKCEED TWENTY

l" S e
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PERCENT {20%) OF THE NET WORTH OF SAID INSURANCE COMPANY AS SHOWN BY

) (TS AFORESAID FINANCIAL STATEMENT UNLESS PREVIOUSLY AUTHORIZED BY THE

COMBISSICNER.
ig]fh) Certificates, notes and other obligations issued by the trustees or receivers of any

institution created or existing under the laws of the Philipgines which, or the assets
of which, are heing administered under the direction of any court having jurisdiction;
Provided, however, That such certificates, notes or other obligations are adeguately
secured as to principal and interests.

[r]fi) equipment trust obligations or certificates which are adequately secured or other
adequately secured instruments evidencing an interest in equipment whally or in part
within the Philippines: Provided, howewver, That there is a right to recefve determined
portions of rental, purchase or other fixed cbligatory payments for the use or
purchase of such equipment.

H]j} 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
not predominant.

[il{k) SUCH OTHER SECURITIES AS MAY BE APPROVED BY THE COM MISSIONER.

*{3) 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 upan 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 investment and of such cash in such currency which is
at anytime held by such insurer shali not exceed one and ene-half times the amount of its reserves
and other obligations under such contracts or the amount which such insurer is required by the jaw
of any country or possession outside the Republic of the Philippines to be invest in such country ar
passession, whichever shall be gréater."

SEC. 31. Section 201 of the insurance Cade is hereby amended to read as follows:

“tac 201. An insurance company may [1} invest in equities of other financial Institutions,
and {2] engage in the buying and selling of short-term debt instruments: Provided, That any of all of
such investments shall be with the prior spproval of the Commissioner. INSURANCE COMPAMIES
MAY, HOWEVER, INVEST IN. HSTED ECUJITIES OF OTHER FINANCIAL INSTITUTIONS WITHOUT NEED

OF PRIOR APPROVAL BY THE COMMISSIONER.
SEC. 32 Section 202 ﬁf the Insurance Code is hereby amended to read 2s follows:

AL i W -

“Sec. 202. Any life insurance company may:
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acquire land or any interest therem by purchase, lease or otherwise, or use land
acquired pursuant to any other provision of this Code. Such company may thereafter
own, maintain, manage, coliect or receive income from, or sell and canvey, any land or
interest therein so acquired and any improvements thereon. The aggregate bhock value
of the investments of any such company in all such projects shall not exread at the
time of such investments twenty-five per centum of the total admitted assets of such
company on the thirty-first day of December next preceding PROVIDED, THAT THE
FUNDS OF THE COMPANY FOR THE PAYMENT OF PENDING CLAIMS AND OBLIGATIONS
SHALL NOT BE USED FOR SUCH INVESTMENTS;

{b) Acquire real property, ather than property to be used primarily for providing housing
and property for accommodation of its own business, as an imvestment for the
production of income, or may acguire real property 1o be impraved or develeped for
such investment purpose pursuant to a program therefor, subject to the condtion
that the cost of each parcel of real property so acquired under the authority of this
paragraph (b, including the estimated cost to the company of the improvement or
development thereof, when added to the book value of all other real property held by
[i¢s] IT pursuant to this paragraph [b}, shall not exceed twenty-five per cenium of its
admitted assets as of the thirty-first day of December next preceding.”

SEC. 33 Section 208 of the Insurance Code is hereby amended to read as follows:

sec. 208. (1) Al bonds or other evidences 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 ampty
secured and if not in default as to principal or interest, shali be valued fasfallows—{f purchased ot

Hme—of—-a-&qu-lﬁmens] BASED ON THEIR AMORTIZED COST USING THE EFFECTIVE INTEREST METHOD
LESS IMPAIRMENT AND UNRECOWERABLE 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
investment(s) 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 evidences of indebtedness which

: m *the jl.ldg:m&l‘lt of the Cummlssmner Are not aurnplv,t secured shall not be eligibfe far amamzatlon

s M w##mwu

G g

|t Rl -
.. S




and shall be valued in accordance with paragraph two. The Commissianer may, if he finds that the

1

2 inte%“nf policy holders so permit or require, by official regulation penni;:::; ;equire any class or

3 classes of insurers, other than life insurance vampanies, authorized to do business in this country, to

4 value their bonds or other evidences of indebtedness in accordance with the foregoing rule.

5 “(2]) The investments of all insurers authorized 1o do business in this country, except

&  securities subject to amortization and except a5 atherwise provided in this chapter, shall be valueed,

7 in the discretion of the Commissioner, at their market value [-erattheirappraisedyalbe-oratprces

8 determined by him—as! AT THEIR AMORTIZED COST USING EFFECTIVE INTEREST METHOD LESS

9 IMPAIRMENT AND UNRECOVERABLE AMOUNT OR AT VALLATION representing thefr fair market
10 wvalue. If the Commissioner finds that in view of the character of investments of any insurer
11 authorized to do business in this country it would be prudent for such insurer to establish a special
12 reserve for possible losses aor fluctuations in the values of its investments, he may require such
13 insurer to establish such reserve, reasonable in amount, AND INCLUDE A REPORT THEREON [anrd
14 in any statement or report of the
15 financial condition of such insurer. The Commissioner may, in connection with any examination or
16 required financial statement of an authorized insurer, require such insurer to furnish him compiete
17  financial statements and audited report of the financial condition of any corporation of which the
18  securities are owned wholly or partly by such insurer and may cause an examination to be made of
19 any subsidiary ar affiliate of such insurer A5 APPROPRIATE TO SPECIFIC INVESTMENTS AS PROVIDED
20 IN APFROPRIATE CIRCULARS ISSUED BY THE COMMISSIONER.
21 ={3) THE STOCK OF AN INSURANCE COMPANY SHALL BE VALUED AS FOLLOWS: A) LISTED
22 STOCKS SHALL BE VALUED AT MARKET VALUE AND PERIODICALLY ADIUSTED TO REFLECT MARKET
23 CHANGES THROUGH A SPECIAL VALUATION ACCOUNT TO REFLECT THEIR REALIZABLE VALUE
24 WHEN SOLD; B) UNLISTED STOCKS SHALL BE WALUED AT BOOK VALUE BASED ON THE LATEST
25 UNQUALIFIED ALIDITED FINANCIAL STATEMENTS OF THE COMPANY WHICH ISSUED SUCH STOCKS;
26 AND (] STQCKS OF A CORPORATION UNDER THE CONTROL OF THE INSURER SHALL BE VALUED
27 USING THE EQUITY METHOD WHIMH 15 THE COST PLUS OR MINUS THE SHARE OF THE
28 CONTROLLING COMPANY IN THE EARNINGS OR LOSSES OF THE CONTROLLED COMPANY AFTER
29 ACAUISITION OFf SUCH STOCKS.

"30 *I2} {4) The stock of an insurance company shall be valued at the lesser of its market value
31  ar its book value as shown by its last approved [aRadal-statement] AUDITED FINANCIAL
32 STATEMENT or the last report on examination, whichever s more recent. The book value of a
33 share of commen stock of an insurance company shall be ascertained by dividing [2) the amount of
34  its capital and surplus less the value of all of its preferred stock, if any, outstanding, by (b) the
35  number of shares of its common stock issu.!ed and outstanding. o o -
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in # subsidiary insurance company in an amuunt not less than acquisition cast if such acguisition

cost is less than the value determined as hereinbefore provided

“[4] (5} Real estate required by foreclosure or by deed in fieu thereof, in the absence of a

recent appraisal deemed by the Commissioner to be reliahle, shall rot be valued at an amaunt
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 on any assessments levied for
impravements in connection with the property.
[5] (6} Purchase maney mortgages received on dispositions of real property held pursuant to
saction two hundred two shall be vaiued in an amount eguivalent to ninety per centum of the
value of such real property. Purchase money mortgages received on disposition of real property
otherwise held shall be valued in an amaunt not exceeding ninety per centum 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.

“161(7) The stock of a subsidiary of an insurer shall be valued on the basis of the greater of
{i] the value of only such subsidiary of the assets of such subsidiary as would constitute lawful
investments for the insurer if acquired or held directly by the insurer or {if) such other value
determined pursuant to standards and cumulative limitations, contained in a regulation to be
pramulgated by the Commissioner,

*[#] (8} Notwithstanding any provision contained in this section or elsewhere in this
chapter, if the Commissioner find 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 vaiue
their investments. or any class ar classes thereof as of any date heretofore or hereafter in
accordance with any applicable valuation or method. ”

SEC. 34. Section 210 of the Insurance Cade is hereby amended to read as follows:

“Sec. 210. Every life insurance company, doing business in the Philippines, shall annually
make a valuation of all policies, additions thereto, unpaid dividends, and all other ohligations
outstanding on the thirty-first day of December of the preceding year. All such valuations shall be
made [upon—the—net—premiums—basis,] according to the standard ad-upted bv. the company, AS
FRESCRIBED BY THE COMMISSIONER N ACCORDANCE WITH INTERMATHONALLY ACCEPTED

ACTUARIAL STANDARDS, which standardS shall be stated in its annual rEpDr‘t;

~such standard of valuation [whetherof the netdavelpremiom—full-preliminary term-aRy

i ,} 5haIE be accurdmg to a standard




table of rl'lr{.'ll’tiliiw with interest a2t not more than six per centum compound interest. When the

1
2 preliminary terrn basis is used tié”term insurance shail be imited to the fi rst pnhc*,-' 1,.ut:ar
3 *The results of such valuations shall be reported to the Commissioner on or before the
4 thirtieth day of April of each year accompanied by a sworm statement of the company's actuary
5  cerlifying ta the figures and stating upon what martality table it is based, upon what rate of interest
6  the valuation is made, and the methaods used in arriving at the resutt obtained.”
7 SEC. 35. Section 213 of the Insurance Code is hereby amended to read as follows:
8 “Sec. 213. Every insurance company, other than life, shall maintain a reserve for unearned
9  premiums on its policies in force, which shall be charged as a liability in any deterrmination of its
10 financial condition. Such reserve shall be [equal-te-forty-persentam—of the-grosspreminms,lass
11 i i A year-ta-FuR—RE-pRd
12
I3
14
15
16  THE TWENTY FOURTH {24™) METHCOD. *
17 SEC. 36. Section 215 of the insurance Cede is hereby amended to read as follows:
18 “Sec. 215. No insurance cormgany other than life, whether foreign or demestic, shall retain
19  any risk on any one subject of insurance in an amount exceading twenty per centum of its net warth.
20 Far purposes of this section, the term “subject of insurance” shalt include all properties or risks
21 insured by the same insurer that customarily are considered by non-life company underariters to be
22 subject to loss or damage from the same occurrence of any hazard insured against.
23 -Reinsurance caded as authorized under the succeeding titte shall be deducted in
24  determining the risk retained. As to surety risk, deduction shall also be made of the amount assumed
25 by any other company authorized to transact surety business and the value of any security
26  mortgage, pledged, or held subject to the surety's control and for the surety's protection.
27 “THE COMMISSIONER MAY ISSUE REGULATIONS PROVIDING FOR A MAXIMUM LIMIT DN
28 THE OVER-ALL RETAINED RISKS OF INSURERS TO SERVE AS A CATASTROPHE LOS5 LIMIT MEASLURE,
25 AS WELL AS TO PRESCRIBE A MANDATORY CATASTRGPHE COVER REQUIREMENT FOR THE SAME.”
30 SEC. 37. Section 220 of the Insurance Code is hereby amended to read as follows:
31 =Sec. 220. Every insurance company autharized to do business in the Philippines shall report
32 to the Commissianer on forms prescribed by him the particulars of reinsurance treaties [as—afthe
34 repapt—ta—ﬁ:m—ewmmpame%m—eﬂ OR any new treaties or changes in existing treaties
35 -~ WITHIN THREE (3) MONTHS FROM THEIR Er-FEt:rwrw ' '
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Gommissioner] THE APPROVAL OF THE BOARD GF DIRECTORS, every insurance company doing
business in the Philippines shall publish in [awe] A newspaper[s] of general circulation jir-the-Gity-of
Manila,-ane-published in-English-ang-enein-Pilipinea-full sypResis-af] its apnual AUDITED financial
statement showing fully the conditions of its business, and setting forth its resources and liabilities
IN ACCORDANCE WITH 5UCH FORM PRESCRIBED BY THE COMMISSIONER"

SEC. 39. A new Section 225-4 is hereby added in Title 8 of Chapter [l of the Code, as follows:

“SEC. 225-A. THE COMMISSIONER SHALL HAVE THE AUTHORITY TO MAKE, AMEND, AND
RESCIND SUCH ACCOUNTING RULES AND REGULATIDINS AS MAY BE NECESSARY TO CARRY OUT THE
PROVISIDNS 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. AMDNG OTHER THINGS, THE COMMISSIONER MAY PRESCRIBE THE
FORM OR FORMS IN WHICH REQUIRED INFORMATION SHALL BE SET FORTH, THE [TEM5 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 AN NONRECURRING INCOME, DIFFERENTIATION OF
INVESTMENT AND OPERATING INCDHE, AND IN THE PREFARATION, 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 INSLIRANCE

COMPANY.™
SEC. 40. Paragraphs {g) and (i) of Section 228 of the Code are hereby amended as faliows:

“Ser 228, ol
{g) A provision that the insurer will issue to the policyholder for delivery to each person

insured [an—individusi—cortificate sadtingforth] a statement as to the insurance
protection to which he is entitied, ts whom the insurance henefits are payable, and
the rights set forth in paragraphs [h), (i) and (j) following;

¥O0L

ti) A provision that if the group policy terminates or is amended 5o as to terminate the
insurance of any class of insured persons, every person insured thereunder at the date
of such termination whase insurance terminates and who has been so nsured for five
years pr'lﬂr- to such termination date shall be entitled to have issued to him by the
insurer an individyal poficy of life insurance subject to the same limitations as set farth

in paragraph {h), except that the group policy may provide that the amount of such

E
i

i_m_iin_tidua policy _5h_ali not exteed [the-smalleroiay] the amount of th
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SEC. 41 A new Section 244-A is hereby added in Title 11 of Chapter 1l of the Code, as

follows:
~cEC. 244-A T SHALL BE UNLAWFUL FDR ANY PERSON OR ENTITY TO KNOWINGLY

PRESENT OR CAUSE TO BE PRESENTED ANY FRAUDULENT CLAIM OR DDtUMENT FOR THE PAYMENT -

OF A LDSS UNDER A CONTRACT OF INSURAMNLCE. ANY PERSON WHO VIOLATES THIS SECTION SHALL
BE HELD LIABLE UNDER THE APPLICABLE PROVISIONS OF THE REVISED FEMAL CODE. ™
SEC. 42. A new Section 246-A is hereby added in Title 12 of Chapter |l of the Code, as

follows:
“NO EXTERNAL AUDITOR OR AUDITING FIRM SHALL BE ENGAGED BY SLUPERVISED PERSONS

OR ENTITIES UNLESS /T HAS BEEN ISSUED AN ACCREDITATION CERTIFICATE BY THE COMMISSICGNER.
THE ACCREDITATION CERTIFICATE SHALL BE VALID UNTIL IUNE 30 OF THE THIRD YEAR FROM
ISSLIANCE UNLESS IT IS REVOKED OR SUSPENDED. THE COMMISSIONER SHALL IRSLIE RULES AND
REGULATIONS TO GOVERN THE ACCREDITATION OF THE EXTERNAL AUDITOR AND THE REVOCATION

DR SUSPENSION OF THE ACCREDITATION. ™
SEC. 43, Section 248 of the Code is hereby amended by adding a new paragraph to read as

follows:
*NO INSURANCE COMPANY, LIFE QR MWON-LIFE, DR ANY PROFESSIONAL REINSURER,

QRDERED TO BE LIQUIDATED BY THE COMMISSIONER UNDER THE PROVISIONS HEREUNDER MAY BE
REHABILITATED OR AUTHORIZED TO TRANSACT A NEW, INSURANCE OR REINSURANCE BUSINESS, AS

THE CASE MAY BE.”
SEC. 4. Section 250 of the Insurance Code is hereby deleted.

Court I - theirlogal prety: I*
SEC. 45. Paragraphs (4) and [8) of Section 271 of the Insurance Code are hereby amended
ta read as follows:

"hec, ITL. 000
“(4} The presence in person or by proxy of five per cent of the members entitled to vote at

any rrieeﬁng s.-halr constitute a guorum for the transaction of business, INCLUDING THE
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provided by the brv—laﬁrs.
“(5) Each such member shall have one vote at any meeting of members regardless of the

number of policies or the amount of insurance that such member holds and regardiess of whether
such palicies are policies of life insurance, or of health and accident insurance, or both. Any member
entitled to vote shall have the right to do so either in parson or by an agent or agents authorized by

a written proxy executed by such persan or his duly autharized agent and filed with the secretary af

such insurer.

W00
“{8) All insurers mutualized under the provisions of this chapter shall be subject to all other

applicable provisions of this Code [ard—af—tha—Corporation—taw]| . THE PROVISIONS OF THE
CORPORATION CODE SHALL APPLY IN A SUPPLETORY MANMNER.”
SEC. 46. A new Section 272-A is hereby added in Title 17 of Chapter [l of the Code, as

follows:
“SEC. 272-A. A DOMESTIC MUTUAL LIFE INSURANCE COMPANY DOING BUSINESS IN THE

PHILIPPINES MAY CONVERT ITSELF INTO AN INCORPORATED STOCK LIFE INSURANCE COMPANY BY
DEMUTUALIZATIGN. TO THAT END, IT MAY PROVIDE AND CARRY OUT A PLAN FOR THE CONVERSION

BY COMPLYING WITH THE REQUIREMENTS OF THIS TITLE.
“THE 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.
“THE COMMISSIONER SHALL PROMULGATE SUCH RULES AND REGULATIONS AS MAY BE

DEEMED NECESSARY TO CARRY OUT THE PROVISIONS OF THIS TITLE-
»all CONVERTED INSURERS UNDER THE PROVISIONS OF THIS TITLE SHALL BE SUBJECT TGO

ALL OTHER APPLICABLE PROVISIONS OF THIS CODE. THE PROVISIONS OF THE CORPORATION CODE
SHALL APPLY IN A SUPPLETORY MANNER.

SEC_A7. Section 274 of the Insurance Code is hereby amended to read as follows:
*Sac. 274. The Commissioner shall publish the application for withdrawal [daibh—fora-period

sforaweek intwe] ONCE & WEEK FOR THREE CONSECUTIVE WEEKS IN A newspaper[s] of general

circuilation [mm%mrm—m%nglﬁhﬁmm—m] The expenses of such

.- publication shall be paid by the insurance company filing such application.

SEC. 48. Section 280 of the. Insurance Code hereby amended to read as follows:
“Sec. 280. 'Except as otherwise provided in this Code, no [perses; 1 partnership, assaciation

or corporation shall transact any husiness in the Philippines as a professional reinsurer untit it shall

.

- have obtained a certificate _nf ,authunnr far that purpnse frem the Cumrmssmner upon the

5 = Ty . . ﬁfm"" 7;‘: :
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appilcatmn therefor and payment by such [WWW] ENTITY

of the fees hereinafter prescribed. As used in this Cude »de, the term pmfessmna.f reinsurer” shalf mean

any [memraﬁeﬁaﬁm—&r—m] ENTITY that transacts sclely and exclusively

reinsurance business in the Phifippines.
“The Commissioner may refuse to issue a certificate of authority to any such [persen:

partnesship—associstionorcorperation] ENTITY {#-in-hisjudesent) WHEN such refusal will best

promote public interest. No such certificate of authority shall be granted to any such [pefsen;

partnership—asseciation-a—eerperatien] ENTITY unless and until the Commissioner [shall-have] 15
satisfied [himse] by such examination fas—hemay-—make] and such evidence as jhe} may BE

requireD that such [Wmmseehﬁ%ﬂmeﬂ] ENTLTY is qualified by the laws

of the Philippines ta transact business therein as a professional reinsurer.
“Before issuing such certificate of authority, [ef] the Commissianer must be satisfied that the

name of the applicant is not that of any other known company transacting insurance or reinsurance

businass in the Philippines, or a name so simitar as to be caiculated ta mislead the public.

and-such—other pertineritaw—rules and—reguiations:] SUCH CERTIFICATE 0OF AUTHORITY SHALL

EXPIRE ON THE LAST DAY OF JUNE THE THIRD YEAR FOLLOWING [TS ISSUANCE UINLESS T 15

RENEWED.

“Every [gueh—pe;senr—paFFHEF&hi-p,—ﬂEﬂE'aﬁGH—eF—EﬁFpmH] ENTITY receiving such

certificate of authority shall be subject to the provisions of this Code and other related laws, and to
the jurisdiction and supervision of the Commissiener.” )
SEC. 49. Section 281 of the Insurance Code is hereby amended to read as follows:

*sac, 281. Any [pesson;] partnership, association or corporation authorized to transact

solely reinsurance business must have a [paid-up-capial-stoek] CAPITALIZATION of at teast {tes

millien] - TWO BILLION pesos PAID IN CASH [swenty-fivepereentum]of which AT LEAST FIFTY PER
CENT {50%) IS PAID-UP AND THE REMAINING PORTION THEREOF 15 CONTRIBUTED SURPLUS, WHICH

N NO CASE SHALL BE LESS THAN FOUR HUNDRED MILLION PESOS OR SUCH CAPITALIZATION AS
MAY BE DETERMINED BY THE SECRETARY OF FINANCE, UPON THE RECOMMENDATION OF THE
COMMISSIONER; PROVIDED, THAT TWENTY-FIVE PER CENT (25%) OF THE PAID-UP CAPITAL must ke
invested in securities satisfactory to the Commissioner, consisting of bonds or other avidences of
debt of the Government of the Philippines or its political subdivisions or instrumentalities, or of

governrrmnt-uwned ar controlied corporations and entities, including the [Central-Bank—efthe

Fhimnes]BANGKG SENTRAL NG PILJPINAS and depusrted wuth the Commlssmner and the
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remaining seventy-five per centum in such pther securittes as may be allowed and permitted by the

Commissioner, which secllrities shalf :‘;lt all times be maintained free from any lien or encumbrance:
Provided, THAT THE AFORESAID CAPITAL REQUIREMENT 15 WITHOUT FREJIUDICE TO OTHER
REQUIREMENTS TO BE IMPOSED UNDER ANY RISK-BASED CAPITAL METHOD THAT MAY BE ADOPTED

BY THE COMMISSIONER [nmmﬁheady—dgmg—buﬂness—aﬁﬁh—mmﬁﬁ%”

net_mpd;an-aeeemher—m;ﬁ-ene—mnﬂeen—huﬁdﬂ-e%hﬂ] Provided, Eusther FINALLY, That the

provisions of this chapter applicable to insurance companies shall so far as practicable be likewise

applicable to professional reinsurers.”
SEC_ 50. Section 2585 of the Insurance Code is hereby amended to read as follows:

-Sec. 299. No insurance company doing bustness in the Philippines, nor any agent thereof,
shall pay any commission or other compensation Ir any person for services in cbtaining insurance,
unless such person shall have first procured from the Commissioner a license to act as an insurance
agent of such company or 25 an insurance broker as hereinafter provided.

“No persen shall act as an insurance agent or as an insurance -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 Phifippines,
r any agent thereof, without first procuring a license to act from the Commissioner, which must be
renewed [anpuatly—on—the firstday—of January, orwithinsb—menths] EVERY THREE (3) YEARS
thereafter. Such license shall be issued by the Commissioner aniy upon the written application of the
person desiring it, such application if for 2 license to act as insurance agert, being approved [and
countersignaed] OR ENDORSED by the company such persen desires (o represent, and shall be upon a
form prescribed by the Commissioner giving sbch information as he may require, and uvpon payment
of the corresponding fee hereinafter prescribed. The Commissioner shall satisfy himself as to

competence and trustworthiness of the applicant and shali have the right to refuse to issue or renew

znd to spspend or revoke any such license in his discretion. [MNo-sueb-icense shal-be-valid-sherthe
thiRieth-day-of June—of the-yesrfollewing its—issunnceunless—i—is—rerewed.] THE LICENSE SHALE

£XPIRE AFTER THE THIRTIETH DAY OF JUNE OF THE THIRD YEAR FOLLOWING THE DATE OF IS5UANCE
UMLESS 1T 15 RENEWED."

SEC. 51. Section 300 of the insurance Code 1s hereby amended to read as follows:

“Sec. 300. Any persﬁn who for compensation salicits or obtains insurance on behalf of any
insurance company or transmits for @ person other than himself an application for a policy or

contract of insurance to or frurn such company or nﬂ‘em or assumes to act in the negotiating of such

* insurance shall be an insurance agent within the II"IfEI'It of this section and shall thereby become

35,

wty Ilahle tu all the dutle_'i, requnremenu IIHbIlI‘DF_‘i am:l penamas o whnf:h 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 AGENC‘!’ LEADEH AGENCY MANAGER,

DR THEMR EQUIVALENT.

=¢INCE THE INSURANCE INDUSTRY IS IMBUED WITH PUBLIC INTEREST, THE INSURANCE
COMPANIES UPON APPROVAL OF THE COMMISSION MAY EXERCISE WIDE LATITUDE IN SUPERVISING
THE ACTIVITIES OF THEIR INSURANCE AGENTS TO ENSURE THE PROTECTION OF THE INSLURING
PUBLIL."

SEC. 52. Section 303 of the nsurance Cade is hereby amended to read as follows:

*Sac. 303. The Commissioner shall, in order to determine the competence of every applicant

ta have the kind of license applied for, require such applicant to submit to @ written examination and

to pass the same to the satisfaction of the Commissioner. [gueh-e*a#una:bm#mu—be-held-at—weh

-] THE COMMISSIOMER MAY

DELEGATE OR AUTHORIZE THE ADMINISTRATION OF THE EXAMINATION TO AN INDEPENDENT
ORGANIZATION, SUBIECT TQ SUCH CONDITIONS THAT THE COMMISSIONER MAY PROVIDE."

SEC. 53. Section 306 of the Insurance Code is hareby amended to read as follows:

*Ser. 306. The premium, or any portion thereaf, 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 liability through the issuance of policies or contracts of insurance, shall be held by the
agent or broker in 3 fiduciary capacity and shall not be misappropriated or converted to his own usa
or illegally withheld by the agent or broker.

“Any insurance compzany which delivers to an insurance a3gent or insurance broker z policy
or contract of insurance shall be deemed to have authorized such agent or broker to receive on fts
behalf payment of any premiumm which is due on such policy or contract of insurance at the time of

fis issuance or delivery or which becomes due thereon.
=N ORDER TO ENSURE FAITHFUL PERFDRMANCE BY THE INSURANCE AGEMT OR INSURANCE

BROKER OF THESE EIDUCIARY RESPONSIBILITIES, THE INSURANCE COMMISSIONER SHALL PRESCRIBE
THE MINIMUM TERMS AND CONDITIONS ON SUCH MATTERS IN THE STANDARD AGENCY OR
BROKERS AGREEMENT BETWEEN THE AGENTS AND/OR THE BROKER WITH THE INSLIRANCE
COMPANIES."

SEC. 54. Section 309 of the Insurance Code is hereby amended to read as follows:

“Sec. 300, Em:.aep‘t as ntherwise provided by law or treaty, it shall be unlawful for any persen,
partmership, asseciation or corporation in the Philippines, for himself or itself, or for some ather
person, partnership, association or corporation, efther to procure, receive or forward applications of

insurance in, or 1o is".;ue or to deliver or accept policies or contracts of insurance of or for, any

insurance company oL mmpames nat_authunzed 1o transact business in the PhlllpplnE: Cavering

R o V- T
e S "'F" -‘-*-ﬁ“?

LR

———— e . .




risks, life or nonlife, situated in the Philippines; and any such person, partnership, association or

1
2 carporation violating the provisions of this section shall be deemed guifty of a penal offense, and
3 upan conviction thereof, shall far each such offense be punished by a fine of [fea]TWO HUNDRED
4  FIFTY thousand pesus, or imprisonment of six months, or both at the discretion of the court:
5  Provided That the provisions of this section shall nat apply to reinsurance.”
6 SEC. 55. Section 315 of the Insurance Code hereby amended to read as follows:
7 “Sec. 315. The appiication for a certificate of registration as resident agent filed with the
&  Commissioner must be accompanied with [} {2} a copy of the power of attorney, duly notarized and
9  authenticated by the Philippine Consul in the place where such foreign insurer or broker is
10  domicited, empowering the applicant to a2ct as resident agent and to receive notices, summons and
11 lega! processes far and in behalf of such fereign nsurer or broker in connaction with any action or

12 legal proceeding against such foreign insurer or hroker [—and {b}-a—<copy—atthe corcrecponding

3 Fifieate-iss arel-g
14

15 SEC. 56. Section 317 of the Insurance Code hereby amended to read as foliows:

16 “sec. 317. A certificate of registration issued to a resident agent shall expire on the thirtieth

17 day of lune of the THIRD year following its issuance unless it is renewed.

18 *The Commlissionar may, after due notice and hearing, recall or cancel the certificate of

19  repistration issued to a resident agent for violation of any existing law, rule or regulation, or any

20  provision of this Code.”
21 SEC. 57. Sectian 322 of the Insurance Code hereby amended to read as follows:

22 “Sec. 322. No certificate of registration issued to an underwriter shall be valid after the

23 thirtieth day of lune of the THIRD year following its issuance unless it is renewed.
24 The Commissianer may, after due notice and hearing, also suspend or rancel such certificate

25 far violation of existing laws, rules and regulations or of any provisions of this Code.”

26 SEC_ 58 Section 328 of the Insurance Code is hereby amended to read as follows:

27 “Sec. 328, [Evesy] ANY adjuster's license issued hereunder shali be valid until after the
28  thirfieth day of June of the THIRD year following the issuance of such license unless it is renewerd.”
29 SEC. 59. Section 336 of the Insurance Code hereby amended to read as follows:

30 *Sec 336. Any person may be officially accredited by the Commissioner to act as [amy] AN

31  ‘actuary in any life insurance company or in 2ny muttal benefit association authorized to do business
32  in the Philippines upon application therefor and the payment of the corresponding fee hereinafter

33  prescribed: Provided, That: (1) he is a feliow of good standing of the Actuarial Society of the

34  Philippines at the time of his appointment and remains in such good standing during the tenure of

.33 his engage
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ment;_or (2) in the case of one who is nol a feliow of the. Acturial Society of the.




Philippines, he meets all the requirements of the said Society far accreditation as a fellow of the

1
3 Soriety, and has been given permission by the pertinent government authorities in the Philippines to
1 render services in the Philippines, in the event that he is not a citizen of the Philippines.
4 “THE REGISTRATION OF THE ACTUARY SHALL BE SUSPENDED OR REVOKED BY THE
5 COMMISSIONER ON THE FOLLOWING GROLUNDS:
6 a) FAILURE TO ADEQUATELY PERFORM REGUIRED FUNCTIONS AND DUTIES UNDER THIS
7 CODE;
1 b} FAILURE T DISCLOSE CONFLICT OF INTEREST;
9 t) FAILURE TO COMPLY WITH THE CODE OF COMDUCT OF THE ACTUARIAL SOCIETY OF THE
10 PHILIPPIMES; OR
11 d) SUCH OTHER GROUNDS THAT MAY BE DETERMINED BY THE COMMISSIONER.

12 “NO ACTUARY ENGAGED BY A LIFE INSURANLCE COMPANY SHALL BE AT THE SAME TIME A
13 STOCXHOLDER OR A DIRECTOR OF THE BOARD, CHIEF EXECUTIVE OFFICER OR CHIEF FINANCIAL
14 OFFICER OF THE COMPANY OR HOLD ANY POSITION THAT THE COMMISSIONER MAY DETERMINE
15 TO HAVE AN INHERENT CONFLICT OF INTEREST TO THE POSITION OF AN ACTUARY
16 “No certificate of registration issued under this title shall be valid after the thirtieth day of
17  june of the THIRD year following its issuance unless it is renewed. ©
1% SEC. 60 A new Titie 6-A on EXTERNAL AUDITORS and a new Section 338-A are hereby added
19  in Chapter IV of the Code, to read as follows:

20 “EXTERMNAL AUDITORS

Z1 Sec 338-A. ND EXTERNAL AUDITOR SHALL BE ENGAGED BY SUPERVISED PERSONS QR
27 ENTITIES UNLESS T HAS BEEN ISSUED AN ACCREDITATION CERTIFICATE BY THE COMMISSIONER. THE
23 ACCREDITATION CERTIFICATE SHALL BE VALID UNTIL JUNE 30 OF THE THIRD YEAR FROM IS5UANCE
24  UNLESS T IS REVOKED OR SUSPENDED. THE COMMISSIONER SHALL SSUE RULES AND
25 REGULATIONS TO GOVERN THE ACCREDITATION OF THE EXTERNAL AUDITOR AND THE REVOCATION
26 OR SUSPENSION OF THE ACCREDITATION.”

27 SEC. 61. Section 363 of the Insurance Code is hereby amended to read as follows:

28 ser 363. If the Commissioner, after notice and hearing, finds that any insurance company,
29  rating arganization, agent, broker or other person has violated any of the provisions of this title, it
30 shall order the payment of a fine not to exceed [five-hundred] TWENTY FIVE THOGUSAND pesos for
31  each such offense, and shall immediately SUSPEND OR revoke the license issued to such insurance
32 company, rating organization, agent, or broker. The issuance, procurement uf negotiation of a single
33 palicy or contract of insurance shall be deemed a separate cffense.”

34 SEC. 62. A new Section 364-A is hereby added in Title & of- Chapter IV of the Code, as

33 Tollows: R ' ' '
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CODE OF CONDUCT TO PROMOTE INTEGRITY, HONESTY AND £THICAL BUSINESS PRACTICES AMONG

INSLURANCE AGENTS, DISTRIBLUTORS AND OTHER INTERMEDIARIES.”
SEC. 63. A new Title & on BANCASSURANCE and Sections 364-B to 364-D are hereby added

in Chapter IV of the Code, toread as foliows:
“TIMLE &
“BANCASSURANCE

*¢tC. 364-B. THE TERM “BANCASSURANCE" SHALL MEAN THE PRESENTATION AND SALE TO
BANK CUSTOMERS BY AN INSURANCE COMPANY OF ITS INSURANCE PRODUCTS WITHIN OR OUTSIDE
THE PREMISES OF THE HEAD QFFICE OF SUCH BANK DULY LICENSED BY THE BANGKO SENTRAL NG
PILPINAS OR ANY OF ITS BRANCHES UNDER SUCH RULES AND REGULATIONS WHICH THE
COMMISSIONER  MAY PROMULGATE. TO ENGAGE IN BANCASSURANCE, THE BANK [5 NOT
REQUIRED TO HAVE EQUITY OWNERSHIF GF THE INSURANCE COMPANY. NO INSU RAMCE COMPANY
SHALL ENGAGE IN THE BUSINESS OF BANCASSURANCE UNLESS |T POSSESSES ALL THE
REQUIREMENTS AS MAY BE PRESCRIBED BY THE COMMISSIONER.

"NQ INSURANCE PRODUCT UNDER THIS SECTION, WHETHER LIFE OR NON-LIFE, SHALL BE
ISSUED OR DELIVERED UNLESS IN THE FORM PREVIQUSLY APPROVED BY THE COMMISSIONER.

=5EC. 364-C. PERSONNEL TASKED TC PRESENT AND SELL INSURAMNCE PRODUCTS WITHIN
THE BANK PREMISES SHALL BE DULY UICENSED BY THE CORMMISSIONER AND SHALL BE SUBIECT TO
THE RULES AND REGULATIONS OF THIS ACT.

“SEC. 364-D. THE COMMISSIONER, iN COORDINATION WITH THE BANGKO SENTRAL NG
PILIPINAS, SHALL PROMULGATE RULES AND REGULATIONS TO EFFECTIVELY SUPERVISE THE
BUSINESS OF BANCASSURANCE.” |

SEC. 64. Section 391 of the Insurance Code is hereby amended to read as follows:

=tac. 351. A mutual benefit association, before it may transact as such, must first secure a
license fram the Commissioner. The application for such license shall be filed with the Cornmissioner
together with certified true copies of the articles of incorperation or the constitution and by-laws of
the association, and all amendments thereto, and such other documents or testimonies as the
Commissioner may reguire. _

*Np license shall be granted to a mutual benefit association until the Commissioner chail
have been satisfied by such examination as may mal_:e and such evidence as he may require that the
associgtion is qualified under existing laws to operate and transact business as such. The

Commissioner may refuse to 1ssue a license to any mutual benefit association if, in his judgment,

-

ALl

such refusal will best promote the interest of the members of such association and of
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this country. Any license issued shall expire an the |ast day of June of the THIRD year following its

s sed if the association is continuing to complhy

issuance and, upon proper application, may be renew
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 supervsion of the

Cormissioner: Provided, That no such license shall be granted to any such association if such

association has no actuary.

ratalberelfitasseciations.|”
SEC. 65. Sectian 408 of the Insurance Code is hereby amended to read as follows:

*sec. 408. To secure the enforcement of any provision under this Title, the Commissioner

may issue such rules, rulings, instructions, arders and circulars [—subjest—ta-the appreval-of-the
Seerotape-af Finance].
SEC. 66. Section 408 of the Insurance Code is hereby amended to read as follows:

“See 413, 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 EXFIRE ON

MINE 30 OF THE THIRD YEAR FOLLOWENG {T5S ISSUANCE UNLESS IT IS RENEWED.

*All provisions of this Code governing mutuzl benefit associations and such other provisions

herein, whenever practicable and necessary, shall be applicabie to trusts for charitable uses.”

SEC. 67. A new Section 413-A is hereby added in Title 2 of Chapter VI of the Code, as
follows:

*SEC. 413-A. THE TREASURER OF A CHARITABLE TRUST SHALL FILE A FIDELITY BOND IN THE
AMOUNT COMMENSURATE WITH THE YALUE OF THE TRUST PROPERTY IN HI5 CUSTODY, AS MAY BE

DETERMIMNED BY THE COMMISSIONER.”
Sec. 68. A new Chapter VII-A on Trust Business in General and Sections 413-B tn 413-E are

hereby added to the Code to read as follows:
'  “CHAPTER VII-A
'T'ﬁUFI' BUSINESS IN GENERAL
"SEC. £13- B A LIEE INSURANCE COMPANY DULY AUTHODRIZER BY THE COMMISSIONER. MAY
ENGAGE IN TRUST BUSINESS, F’HDVIDED THAT THE S5AME SHALL BE F!ELATED TO, INHERENT IN OR IN

FUHTHERAHEE DF I'I'S INSUHANCE BUSINES& SiHCH TRUEI' BUSJNESS SHALL INCLUDE BUT NOT BE
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LIMITED TO THE MMIAGEMENT AND CUSTODY OF RETIREMENT FUNDS UNDER REPUBLIC Ai:r NO.
4917, ESCROW FUNDS, PRE-NEED FUNDS, PERSONAL EQUITY AND RETIREMENT ACCOUNT {PERA}
EUNDS, AND SUCH OTHER ASSETS AS MAY BE PRESCRIBED BY THE INSURANCE COMMISSION.

~OTHER TRUST BUSINESSES NOT OTHERWISE $NCLUDED iN THE FOREGOING PARAGRAPH
MAY BE PURSUED BY THE INSURANCE COMPANY PROVIDED A LICENSE TO THAT EFFECT WILL BE
SECURED FROM THE BANGKO SENTRAL NG PILIPINAS.

~ASSETS UNDER TRUST MANAGEMENT SHALL REPRESENT ALL FUNDS, PROPERTIES AND
SECURITIES WHICH, THE INSURANCE COMPANY ACTING AS TRUSTEE, SHALL MANAGE, ADMINISTER,
HOLD AND TAKE CUSTODY FOR THE BENEFIT OF OTHERS. IN THE PERFORMANCE OF ITS TRUST
BUSINESS, SUCH ASSETS SHALL BE KEPT SEPARATE AND DISTINCT FROM THE GENERAL BUSINESS OF

THE INSURANCE COMPANY.
“THE JNVESTMENT OF FUNDS HELD !N TRUST BY THE INSURANCE COMPANIES UNDER THIS

SECTION SHALL BE SUBJECT TO THE SAME REQUIREMENTS APPLICABLE TO THE INVESTMENT OF THE
ASSETS OF UFE INSURANCE COMPANIES, AS PROVIDED FOR UNDER THI5 CODE.

*THE COMMISSIONER SHALL PROMULGATE SUCH RULES AND REGULATIONS AS MAY BE
NECESSARY TO REGULATE THE CONDUCT OF TRUST BUSINESS BY |NSLURANCE COMPANIES.

*SEC. 413-C. A TRUST ENTITY SHALL ADMINISTER PROPERTY UNPER ITS CUSTODY WITH THE
DILGENCE THAT A PRUDENT MAN WOULD EXERCISE IN THE CONDUCT OF AN ENTERPRISE OF A LIKE
CHARACTER AND WITH SIMILAR AIMS. NO TRUST ENTITY SHALL, FOR THE ACCOUNT OF THE
TRUSTOR Of THE BENEFICIARY OF THE TRUST, PURCHASE OR ACQUIRE PROPERTY FROM, DR SELL,
TRANSFER, ASSIGN OR LEND MONEY QR PROPERTY TG, OR PURCHASE DERT INSTRUMENTS OF ANY
OFf THE DEPARTMENTS, DIRECTORS, OFFICERS, STOCKHOLDERS, OR EMPLOYEES OF THE TRUST
ENTITY, RELATIVES WITHIN THE FIRST DEGREE OF CONSANGUINITY OR ATFINITY, DR THE RELATED
INTERESTS, OF SUCH DIRECTORS, OFFICERS AND STGCKHOLDERS, UNLESS PRIOR TGO THE
TRANSACTION, SUCH TRANSACTION IS SPECIFICALLY AUTHORIZED BY THE TRUSTOR AND THE
RELATIONSHIP BETWEEN THE TRUSTEE AND THE OTHER PARTY INVOLVED IN THE TRANSACTION &
FULLY DISCLOSED TQ THE TRUSTOR OR BENEFICIARY OF THE TRUST. THE INSURANCE COMMISSION
SHALL PROMULGATE SUCH RULES AND REGULATIONS AS MAY BE NECESSARY TO REGULATE THE
CONDUCT OF TRUST BUSINESS BY iINSURANCE COMPANIES.

~SEC. 413-D. THE TRUST BUSINESS AND ALL FUNDS, PROPERTIES OR SECURITIES RECEIVED
BY ANY TRUST ENTITY AS EXECUTCOR, ADM!NIST RATOR, TRUSTEE, RECEIVER, OR DEPDSL’TAR‘I‘ SHALL
BE KEPT SEPARATE AND DISTINCT FFIGIIM THE GENERAL BUSINESS OF THE INSURANCE COMPANY, OR
ALLIED 1N5U_RA1'~I_CE COMPANY INCLUDING ALL OTHER FUNDS, PROPERTIES, AND ASSETS OF SUCH
TRUST ENTITY. THE A(:CUUNTE'OF ALL SUCH FUNDS5, PROPERTIES, OR SECURiTiES SHALL LIKEWISE

MF
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BE KEPT SEPARATE AND DISTINCT FROM THE ACCOUNTS OF THE GENERAL BUSINESS QOF THE TRUST

-_— L

“SEC. 413-E. NO ASSETS HELD BY A TRUST ENTITY IN TS CAPACITY AS TRUSTEE SHALL BE
SURJECT TO ANY CLAIM DTHER THAN THOSE OF THE PARTIES INTERESTED INTHE SPECIFIC TRUSTS.”
SEC. 69. A new Chapter VII-B on REGISTRATION, RESFONSIBILITIES AND ODVERSIGHT OF SELF-

REGULATORY DRGANIZATIONS and Sections 413-F to 413-K are hereby added to the Code toread as
Fellowrs:
“CHAPTER VII-B

REGISTRATION, RESPONSIBILITIES AND QOVERSIGHT OF SELF-REGULATORY ORGANIZATIONS

“cEC. 413-F. THE COMMISSIONER SHALL HAVE THE POWER TO REGISTER AS A SELF-
REGULATDRY DRGAN!IZATION, OR OTHERWISE GRANT LICENSES, AND T REGULATE, SUPERVISE,
EXAMINE, SUSPEND OR OTHERWISE DISCONTINUE, AS A CONDITION FOR THE OPERATION OF
ORGANIZATIONS WHOSE OFERATIONS ARE RELATED TO OR CONNECTED WHH THE INSURANCE
MARKET SUCH AS BUT NOT LIMITED TO ASSOCIATIONS OF INSURANCE COMPANIES, WHETHER LIFE
QR MNON-LIFE, REINSURERS, ACTUARIES, AGENTS, BROKERS, DEALERS, MUTUAL BENEFIT
ASSOCIATIONS, TRUSTS, RATING AGENCIES, AND OTHER PERSONS REGULATED BY THE
COMMISSIONER, WHICH ARE ENGAGED N THE BUSINESS REGULATED BY THIS CODE.

“THE COMMISSIONER MAY FRESCRIBE RULES AND REGULATIONS WHICH ARE NECESSARY
OR APPROPRIATE IN THE PUBLIC INTEREST OR FOR THE PROTECTION OF INVESTORS TO GOVERN
SELF-REGULATORY ORGANIZATIONS AND OTHER ORGANIZATIONS -LICENSED OR REGULATED
PURSUANT TO THE AUTHORITY GRANTED HEREUNDER, INCLUDING BUT NOT LIMITED TO THE
RECIUIREMENT OF COOPERATION WITHIN AND AMONG ALL PARTICIPANTS IN THE INSIJRAMNCE
MARKET TO ENSURE TRANSPARENCY AND FACILITATE EXCHANGE OF INFORMATION.

“SEC. 413-G. AN ASSOCIATION CANNOT BE REGISTERED AS A SELF-REGULATORY
DRGANIZATION UNLESS THE COMMISSIONER DETERMINES THAT:
THE ASSOCIATION I5 50 ORGANIZED AND HAS THE CAPACITY TO BE ABLE TO CARRY
QUT THE PURPOSES OF THIS 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

a)

THE RULES OF THE ASSOCIATION.
bl THE RULES OF THE ASSOCIATION, NOTWITHSTANDING ANYTHING IN THE

(:C)RPDRATI‘DN CODE TO THE CONTRARY, PROVIDE THE FOLLOWING:
{iy QUALIFICATIONS AND THE DISQUALIFICATIONS ON MEME'ERSHIP CF THE

' ASSOCIATION;

wt




=

. -'—;i:e .

{ii} A FAIR REPRESENTATHON OF ITS MEMBERS TO SERVE DN THE BOARD OF DIRECTORS

1
2 OF THE ASSOCIATION AND TN THE ADMINISTRATION OF TS AFFAIRS, AND THAT ANY
3 NATLRAL PERSON ASSOCIATED WITH A JURIDICAL ENTITY THAT IS A MEMBER SHALL
4 ALSO BE DEEMED TO BE A MEMBER FOR THIS PURPOSE;
5 (i} THE PRESIDENT OF THE ASSOCIATION AND AT LEAST 2 INDEPENDENT DIRECTORS AS
6 MEMBERS THE BOARD OF DIRECTORS OF THE ASSOCIATION ;
7 [fv) EQUITABLE ALLOCATION OF REASDNABLE DUES, FEES, AND OTHER CHARGES
g AMONG MEMBERS AND OTHER PERSONS USING ANY FACILITY OR SYSTEM WHICH
o THE ASSOCIATION OPERATES OR CONTROLS;
10 fv] TO PROTECT THE INSURING PUBLIC, THE PREVENTION OF FRAUDULENT AND
11 MANIPULATIVE ACTS AND PRACTICES TO PROTECT THE INSURING PUBLIC AND THE
12 PROMOTION OF JUST AND EQUITABLE PRINCIPLES OF BUSINESS;
13 {vi) IMEMBERS AND PERSONS ASSOCIATED WITH ITS MEMBERS SUBJECT TO DISCIPUINE
14 £OR VIOLATION OF ANY PROVISION OF THIS CODE, THE RULES OR REGULATIONS
15 THEREUNDER, OR THE RULES OF THE ASSOCIATION;
16 (vii) FAIR PROCEDURE FOR THE DISCIPLINING GF MEMBERS AND PERSONS ASSQCIATED
17 WITH MEMBERS;
I8 {wiii) THE PROHIBITION OR LIMITATION OF ACCESS TO SERVICES OFFERED BY THE
19 ASSOCIATION OR A MEMBER THEREQF.
20 “seC. 413-H. A SELF-REGULATORY ORGANIZATION MAY EXAMINE AND VERIFY THE

31  QUALIFICATIONS OF AN APPLICANT TO BECOME A MEMBER IN ACCORDANCE WITH PROCEDURES
22  ESTABLSHED BY THE RULES OF THE ASSOCIATION.

23 =A SELF-REGULATORY ORGANIZATION SHALL DENY MEMBERSHIP OR CONDITION THE

74  MEMBERSHIP OF AN ENTITY, IF IT DOES NOT MEET THE STANDARDS OF FINANCIAL RESPONSFBILITY,

95 OPERATIONAL CAPABILITY, TRAINING, EXPERIENCE, OR COMPETENCE THAT ARE PRESCRIBED BY THE

76  RULES OF THE ASSOCIATION; OR HAS ENGAGED, AND THERE |S A REASONABLE LIKELIHOOD IT WiLL

37 AGAIN ENGAGE, IN ACTS OR PRACTICES INCONSISTENT WITH JUST AND EQUITABLE PRINCIPLES GF

38  FAIRTRADE.

29 =A SELF-REGULATORY ORGANIZATION MAY DENY MEMBERSHIP TO AN ENTRY NOT

30 ENGAGED IN A TYPE OF BUSINESS IN WHICH THE RULES OF THE ASSQCIATION REQUIRE MEMBERS

31  TOBE ENGAGED. o _ _

32 =SEC 413-1. UPON THE HLING OF AN APPLICAﬂGﬁ FOR REGISTRATION As A SELF-
REGULATORY OQRGANIZATION UNDER THiS TITLE, THE CDMMIS_SIDNEﬁ SHALL HAVE NINETY [50]

34 . DAYS WITHIN WHICH TO EITHER GRANT REGISTRATION GR INSTITUTE A PRODCEEDING TO |

' DENIED. 1IN THE EVENT FROCEEDINGS ARE
B e o ' . oot 2= Lo e P = s, N [ -
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INSTITUTED, THE COMMISSIONER SHALL HAVE TWO HUNDRED swmw :2?0} DAYS WATHIN WHICH
5 AT WHICH TIME IT SHALL, BY ORDER. GRANT OR DENY SUCH

TO CONCLUDE SWCH PROCEEDING

REGISTRATION.
~¢EC. 413-1. EVERY SELF-REGULATORY ORGANIZATION SHALL COMPLY WITH THE

R, AND TS OWN RULES, AND
H M MEMBERS

PROVISIONS OF THIS CODE, THE RULES AND REGULATIONS THEREUNDE
ENFORCE COMPLIANCE THEREWITH BY ITS MEMBERS, PERSONS ASSOCIATED WIT
OR ITS PARTICIPANTS, NOTWITHSTANDING ANY PROVISION OF THE CORPORATION CODE TO THE
CONTRARY.

SEC. 413K EACH SELF-REGULATORY ORGANIZATION SHALL SUBMIT TO THE
COMMISSIONER FOR PRIOR APPROVAL ANY PROPOSED RULE OR AMENDMENT THERETO,

TOGETHER WITH A CONCISE STATEMENT OF THE REASOM AND EFFECT OF THE PROPOSED

AMENDMENT.

“WITHIN SIXTY [6D0] DAYS AFTER SUBMISSION OF A FROPOSED AMENDMENT, THE
COMMISSIONER SHALL, BY ORDER, APPROVE THE PROPOSED AMENDMENT. OTHERWISE, THE SAME
MAY BE MADE EFFECTIVE BY THE SELF-REGULATORY ORGANIZATION.

“IN THE EVENT OF AN EMERGENCY REQUIRING ACTION FOR THE PROTECTICN OF THE
INSURING PUBLIC, A SELF-REGULATORY ORGANIZATION MAY PUT A PROPOSED AM ENDMENT INTO

EFFECT SUMMARILY: PROVIDED, HOWEVER, THAT A COPY OF THE SAME SHALL BE IMMEDIATELY

SUBMITTED TO THE COMMISSIONER.

~THE COMMISSIONER 1S FURTHER AUTHORIZED, IF AFTER MAKING AFPROPRIATE REQUEST
IN WRITING TO A SELF-REGULATORY ORGANIZATION THAT SUCH ORGANIZATION EFFECT ON IT5
OWN BEHALF SPECIFIED CHANGES IN [TS 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 REGULATION OR BY CRDER, MAY ALTER, ABROGATE OR
SUPPLEMENT THE RULES OF SUCH SELF-REGULATORY ORGANIZATION IN SO FAR AS NECESSARY OR

APPROPRSATE 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 FINANCIAL RESPONSIBILITY

THROUGH THE USE OF CORPORATE FORMS OR SPECIAL PARTMERSHIPS;

b)  THE SUFERVISION OF MARKET PRACTICES;

c)  THE MANNER, METHOD, AND PLACE OF SOLICITING BUSINESS;

d] THEFIXING OF REASONABLE RATES OF FEES, INTEREST, LISTING AND QOTHER CHARGES,

BUT NOT RATES OF COMMISSION; AND SELF-REGULATORY ORGANIZATION

e]  THE SUPERVISION, AUDITING AND DISCIPLINING OF MEMBERS.

LY




1 “IN ADDITION TO THE GENERAL POWERS OF THE COMMISSIONER OVER THE ENTITIES
1S AUTHORIZED, IN

-3 UNDER SUPERVISION, THE COMMISSIONER, AFTER DUE-NOTICE AND HEARING,

THE PUBLIC INTEREST AND TO PROTECT THE INSURING PUBLIC:

3

4 a]  TO SUSPEND FOR A PERIOD NOT EXCEEDING TWELVE {12) MONTHS OR TO REVOKE
5 THE REGISTRATION OF A SELF-REGULATORY ORGANIZATION, OR TO CENSURE OR
6 IMPOSE LIMITATIONS ON THE ACTIVITIES, FUNCTIONS, ARND QPERATIONS OF SUCH
7 SELF-REGULATORY ORGANIZATION, IF THE COMMISSION FINDS THAT SUCH A SELF-
3

REGULATORY ORGANIZATION HAS WILLFULLY VIOLATED OR 15 UNABLE TOQ COMPLY

9 WITH ANY PROVISION OF THIS CODE OR OF THE RULES AND REGULATIONS
10 THEREUNDER, OR TS OWN RULES, OR HAS FAILED TO ENFORCE COMPLIANCE
11 THEREWITH BY A MEMBER OF, PERSON ASSOCIATED WiTH A MEMBER, OR A
12 PARTICIPANT IN SUCH SELF-REGULATORY ORGANIZATION;

13 b}  TO EXPEL FROM A SELF-REGULATORY GRGANIZATION ANY MEMBER THEREQF DR ANY
14 PARTICIPANT THEREIN WHO IS FOUND TO HAVE WILLFULLY VIOLATED ANY PROVISION
15 GF THIS CODE OR SUSPEND FOR A PERIOD NOT EXCEEDING TWELVE (12) MONTHS
16 FOR VIOLATION OF ANY PROVISION OF THIS CODE OR ANY OTHER LAWS
17 ADMINISTERED BY THE COMMISSION, OR THE RULES AND REGULATIONS
18 THEREUNDER, OR EFFECTED, DIRECTLY OR INDIRECTLY, ANY TRANSACTION FOR ANY
19 PERSON WHO, SUCH MEMBER OR PARTICIPANT HAD REASON TOQ BELIEEVE, WAS
20 VIOLATING IN RESPECT OF SUCH TRANSACTION ANY OF SUCH PROVISIONS; AND
21 £) TO REMOVE FROM OFFICE OR CENSURE ANY OFFICER OR DIRECTOR OF A SELF-
22 REGULATORY ORGANIZATION IF [T FINDS THAT SUCH OFFICER OR DIRECTOR HAS
25 VIGLATED ANY PROVISION OF THIS CODE, ANY OTHER LAW ADMINISTERED BY THE
24 COMMISSIONER, THE RULES OR REGULATIONS THEREUNbEH AND THE RULES OF SUCH
25 SELF-REGULATORY ORGANIZATION, OR HAS ABUSED HIS AUTHORITY, OR WITHOUT
26 REASONABLE JUSTIFICATION OR EXCUSE HAS FAILED TO ENFORCE COMPLIANCE WITH
27 ANY OF SUCH PROVISIONS.
2B “SEC. 413-L {1) A SELF-REGULATORY ORGANIZATION 1S AUTHGRIZED TOQ DISCIPLINE A

79  MEMBER OF OR PARTICIPANT IN SUCH SELF-REGULATORY ORGANIZATION, OR ANY PERSON
30 ASSOCIATED WITH A MEMBER, INCLUDING SUSPENDING OR EXPELLING SUCH MEMBER OR
31 PARTICIPANT, OR SUSPENDING OR BARRING SUCH PERSON FROM BEING ASSOCIATED WITH A
32 MEn}lBER, IF ENGAGED IN ACTS OR PRACTICES INCONSISTENT WITH JUST AND EQUITABLE
PRINCIPLES OF FAIRNESS OR IN WILLFUL VIOLATION OF ANY PROVISION OF THE CODE, ANY OTHER

34 LAW ADMIN!STERED BY THE comwss.mﬂ THE RULES OR REGULATlDNs THEREUNDER OR THE




) -

i

[ O N

REGULATORY ORGANIZATION (OTHER THAN A SUMMARY PROCEEDING PLU RSUANT TO PARAGRAPH

[2) OF THIS SECTION) THE SELF-REGULATORY ORGANIZATION SHALL BRING SPECIFIC CHARGES,
PROVIDE NOTICE TO THE PERSON CHARGED, AFFORD THE FERSCON CHARGED WIiTH AN
OPPORTUNITY TO DEFEND AGAINST THE CHARGES, AND KEEP A RECORD OF THE FROCEEDINGS. A
DETERMINATION TQ iMPOSE A DISCIPLINARY SANCTION SHALL BE SUFPORTED BY A WRITTEN
STATEMENT OF THE OFFEMSE, A SUMMARY OF THE EVIDENCE PRESENTED AND A STATEMENT OF
THE SAKCTION IMPOSED.

“i2] A SELF-REGULATORY ORGANZATION MAY SUMMARILY: (I} SUSPEND A MEMEBER,
PARTICIPANT OR PERSON ASSOCIATED WITH A MEMBER WHO HAS BEEN OR |5 EXPELLED DR
SUSPENDED FROM ANY OTHER SELF-REGULATORY ORGANIZATION; GR {n} SUSPEND A MEMEER
WHO THE SELF-REGULATORY ORGANIZATION FINDS TO BE IN SUCH FINANCIAL OR OPERATING
OIFFICULTY THAT THE MEMBER OR PARTICIPANT CANNOT BE PERMITTED TO CONTINUE TO DO
BUSINESS AS A MEMBER WiTH SAFETY TO INVESTORS, CREDITORS, OTHER MEMBERS, PARTICIPANTS
OR THE SELF-REGULATORY ORGANIZATION: PROVIDED, THAT THE SELF-REGULATORY
ORGANIZATION IMMEDIATELY NOTIFIES THE COMMISSION OF THE ACTICN TAKEN. ANY PERSON
AGGRIEVED BY A SUMMARY ACTION PURSUANT TO THIS PARAGRAPH SHALL BE PROMPTLY
AFFORDED AN OPPORTUNITY FOR A HEARING BY THE ASSOCIATION IN ACCORDANCE WITH THE
FRECEDING PARAGRAPH. THE CORMMISSIONER, BY ORDER, MAY STAY A4 SUMMARY ACTION DN HiS
OWN OR UPDN APPLICATION BY ANY PERSON AGGRIEVED THEREBY, IF THE COMMISSIONER
DETERMINES SUMMARILY OR AFTER DUE NOTICE AND HEARING (WHICH HEARING maY CONSIST
SOLELY OF THE SUBMISSION OF AFFIDAVITS OR PRESENTATION OF ORAL ARGU MENTS) THAT A STAY
IS CONSISTENT WITH THE PUBLIC INTEREST AND THE PROTECTION OF THE INSURING PUBLIC.

“[3) A SELF-REGULATORY ORGANIZATION SHALL PROMPTLY NOTIFY THE COMMISSION OF
ANY DISCIPLINARY SANCTION ON ANY MEMBER THEREQF OR PARTICIPANT THEREIN, ANY DENIAL OF
MEMBERSHIP OR PARTICIPATION [N SUCH ORGANIZATION, OR THE IMPOSITICN OF ANY
DISCIPLINARY SANCTION ON A PERSON ASSCCIATED WITH A MEMBER OR A BAR OF SUCH PERSON
FROM BECOMING 20 ASSﬁC]ATED. WITHIN THIRTY (30) DAYS AFTER SUCH NOTHCE, ANY AGGRIEVED
PERSON MAY APPEAL TO THE COMMISSIONER FROM, OR THE COMMISSHONER ON ITS OWN
MOTION WITHIN SUCH FERIOD, MAY INSTITUTE REVIEW OF, THE DECISION OFf 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-REGLILATORY
ORGANIZATION}, THE COMMISSIONER SHALL AFFIRM, MDIjIF"‘f OR SET ASIDE THE SANMCTION. IN

- SLCH PROCEEDING, THE COMMISSIONER SHALL DETERMINE WHETHER THE AGGRIEVED PERSON

HAS ENGAGED OR OMITTED TO ENGAGE IN THE ACTS AND PRAI'.'TIEES A5 FOUND BY THE SELF-
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VIOLATIONS OF THIS CODE, ANY OTHER LAW ADMINISTERED BY THE COMMISSION, THE RULES OR

REGULATIONS THEREUNGER, OR THE RULES OF THE SELF-REGULATORY ORGANIZATION AS

SPECIFIED BY SUCH ORGANIZATION, WHETHER SUCH PROVISIONS WERE APPLED IN A MANNER
CONSISTENT WITH THE PURPOSES OF THIS CDDE, AND WHETHER, WiTH DUE REGARD FDR THE
PUBLIC INTEREST AND THE PROTECTION OF INVESTORS THE SANCTION IS EXCESSIVE OR

OPPRESSIVE.”
SEC. 70. Section 414 of the Insurance Code hereby amended to read as follows:

*tar. 414, THE iINSURANCE COMMISSIONER SHALL 8E APPOINTED BY THE FRESIDENT OF THE
REPUBLIC OF THE PHILIPPINES FOR A TERM OF 5iX (6) YEARS WITHOUT REAPPCHNTMENT AND WHO
SHALL SERVE AS SUCH UNTIL THE SUCCESOR SHALL HAVE BEEN APPDIN;FED AND QUALIFIED. IF THE
INSURANCE COMMISSIONER |S REMOVED BEFDRE THE EXPIRATION OF HIS TERM OF OFFICE, THE
REASON FOR THE REMOVAL MUST BE FUBLISHED.

=The Insurance Commissioner shall have the duty to see that all taws relating to insurance,
insurance companies and other insurance matters, mutual benefit associations, and trusts for
charitabie uses are faithfully executed and to perform the duties imposed upon him by this Code,
and shall, notwithstanding any existing laws to the contrary, have sole and exclusive authority to
regulate the issuance and sale of variable contracts as defined in section two hundred thirty-two

HEREQF and to provide for the licensing of persons selling such contracts, and to issue such

reasonable rules and regulations governing the same.

*The Cemmissioner may issue such rulings, instructions, circulars, orders and decision as [ke]
may BE deemED necessary to secure the enforcernent of the provisions of this Code, TO ENSURE THE
EEFICIENT REGULATION OF THE INSURANCE INDUSTRY IN ACCORDANCE WiTH GLOBAL BEST

PRACTICES AND TO PROTECT THE INSLIRING PUBLC L_sub}est—ta-theqpp:aaral—ef—@heéeem'ﬁf—#

Finance]. Except as otherwise specified, decisions made by the Commissioner shail be appealable to

the Secretary of Finance.
IN ADDITION TO THE FOREGOING, THE COMMISSIONER SHALL HAVE THE FOLLOWING

POWERS AND FUNCTIONS:

a) FORMULATE POLICIES AND RECOMMEMDATIONS ON {SSUES CONCERNING THE

INSURANCE INDUSTRY, ADVISE CONGRESS AND OTHER GOVERNMENT AGENCIES ON

ALL ASPECTS OF THE INSURANCE INDUSTRY AND PROPOSE LEGISLATION AND
AMENDMENTS THERETG; ' '

b} APPROVE, REJECT, SUSPEND OR REVOKE LICENSES OR CERTIFICATES OF

REGISTRKI%I_DNS FROVIDED FOR BY THIS CODE;
c} IMPOSE SANCTIONS FOR THE VIOLATION OF LAWS AMD THE RLILES, REGULATIONS

35

AND ORDERS ISSUED PURSUANT THERETO;
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e)

4]

h)

il

k)

m)

PREPARE, APPROVE, AMEND OR REPEAL RULES: FREGLJLATIDNS AND ORDER, AND
ISSUE OPINIONS AND PROVIDE GUIDANCE ON AND SUPERVISE COMPLIANCE WITH -

SUCH RULES, REGULATIONS AND ORDERS;
ENLIST THE AID AND SUPPORT OF, AND/OR DEPUTIZE ANY AND ALL EMFORCEMENT
AGENCIES OF THE GOVERNMENT IN THE IMPLEMENTATION OF ITS POWERS AND

FUNCTIONS UNDER THIS CODE;
1SSUE CEASE AND DESIST ORDERS TO PREVENT FRAUD OR INJURY TO THE [NSURING

PUBLIC;

PUNISH EOR CONTEMPT OF THE COMMISSIONER, BOTH DIRECT AND INDIRECT, IN
ACCORDANCE WITH THE PERTINENT PROVISIONS OF AND PENALTIES PRESCRIBED BY
THE RULES OF COURT;

COMPEL THE OFFICERS OF ANY REGISTERED INSURANCE CORPORATION OR
ASSOCIATION TQ CALL MEETINGS OF STOCKHOLDERS OR MEMBERS THEREOF UNDER
ITS SUPERVISION;

ISSUE SUBPOENA DUCES TECUM AND SUMMON WITNESSES TQ APPEAR IN ANY
PROCEEDING OF THE COMMISSION AND IN APPROPRIATE CASES, ORDER THE
EXAMINATION, SEARCH AND SEIZURE OF ALl DOCUMENTS, FAPERS, FILES AND
RECORDS, TAX RETURNS, AND BOOKS OF ACCOUNTS DF ANY ENTITY OR PERSON
UNDER INVESTIGATION AS MAY BE NECESSARY FOR THE PROPER DISPOSITION OF THE
CASES BEFORE IT, SUBJECT TO THE PROVISION OF EXISTING LAWS;

SUSPEND OR REVOKE, AFTER PROPER NOTICE AND HEARING THE LICENSE OR
CERTIFICATE OF AUTHORITY OF ANY ENTITY OR PERSDJ_\I UNDER IT5 REGULATION,
L'POIN ANY OF THE GROUNDS PROVIDED BY LAW;

CONDUCT AN EXAMINATION TO DETERMINE COMPLIANCE WITH LAWS AND
REGULATIONS |F THE CIRCUMSTANCES SO0 WARRANT AS DETERMINED BY
APPROPRIATE RULES AND REGULATIONS;

INVESTIGATE NOT OFTENER THAM ONCE A YEAR FROM THE LAST DATE GF
EXAMINATION TO DETERMINE WHETHER AN INSTITUTION (5 CONDUCTING ITS
BUSINESS ON A SAFE AN S0OUND  BASIS:  PROVIDED, THAT, THE
DEFICIENCIES/IRREGULARITIES FOUND BY OR DISCOVERED BY AN AUDIT SHALL BE
IMMED!AT.E LY ADDRESSED;

INQUIRE INTO THE SOLVENCY AND LIQUIDITY OF THE INSTITUTIONS UNDER TS
SUPERVISICN AND ENFORCE PROMPT CORRECTIVE ACTION;
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n} Ta RE]'AIN.AND UTILIZE, IN ADDITION TO ITS ANNUAL BUDGET, ALL FEES, CHARGES
AND OTHER INCOME DERWED FROM THE REGULATION OF INSURANCE COMPANIES .

AND DTHER SUPERVISED PERSONS OR ENTITIES;

o}  TO FIX AND ASSESS FEES, CHARGES AND PENALTIES AS THE COMMISSIONER MAY FIND

REASCINABLE 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
THE EXPRESS POWERS GRANTED THE COMMISSION TO ACHIEVE THE OBJIECT IVES AND
PURPOSES OF THIS LAW.

*cXCEPT FOR GROSS NEGLIGENCE OR MISCONDUCT, THE COMMISSIONER, DEPUTY
COMMISSIONER, OFFICERS DR EMPLOYEES OF THE COMMISSICN SHALL BE EXEMFT FROM, AND
SHALL NOT BE HELD LIABLE FOR, ANY ACTION OR SUIT IN CONNECTION WITH OR RELATED TO THE
PERFORMANCE DF THEIR DUTIES AND FUNCTIONS AS PROVIDED FOR IN THiS ACT, THE INSURANCE
CODE OF 1578, AS AMENDED, CIRCULARS OR RULES AND REGULATIONS PROMULGATED BY THE
COMMISSION OR OTHER APPLICABLE LAWS AND PERTINENT RULES AND REGULATIONS, THE
COMMISSION SHALL INDEMNIFY THE COMMISSIONER, DEPUTY COMMISSIONER, OFFICERS OR
EMPLOYEES OF THE COMMISSION PERFORMING SUCH DUTIES AND FUNCTHONS, FOR ALL COSTS
£ND EXPENSES REASONABLY INCURRED IN CONNECTION WITH ANY CIVIL OR CRIMINAL ACTION,
SUIMS OR PROCEEDINGS TO WHICH THEY MAY BE MADE A PARTY TO BY REASON OF THEIR
PERFORMANCE OF SUCH DUTIES AND FUNCTIONS, UNLESS THEY ARE FINALLY ADJUDGED IN SUCH
ACTIONS, SUITS QR PROCEEDINGS TO BE LIABLE FOR GROSS NEGLIGENCE OR MISCONDUCT,

“THE COSTS AND EXPENSES INCURRED IN DEFENDING THE AFOREMENTIONED ACTION, SUIT
OR PROCEEDING HA‘!’ BE PAID BY THE COMMISSIONER IN ADVANCE OF THE FINAL DISPOSITION OF
SUCH ACTION, SUIT OR PROCEEDING UPDN RECEIPT OF AN UNDERTAKING BY DR ON BEHALF OF THE
COMMISSIONER, DEPUTY COMMISSIONER, OFFICERS OR EMPLDYEEE; TO REPAY THE AMOUNT
ADVANCED SHOULD IT ULTIMATELY BE DETERMINED BY THE COMMISSICN THAT THE PERSON
ENTITLED TO BE INDEMNIFIED AS PROVIDED IN THIS SECTION.™

SEC_71. Section 415 of the Insurance Code is hereby amended to read as follows:

~sac 415, In additian to the administrative sanctions provided elsewhere in this Code, the

Insurance Commissioner is hereby authorized, at his discretion, to impose upon the insurance

_£ompanies, their directors ang/for officers and/or agents, for any willful failure or refusal to comply

PO T8

with, or viclation of any provision of this Code, or any order, instruction, regulation, or ruling of the
Insurance Commissigner, of any COMMISsSIONn Or irregularities, andfor conducting business in an

unsafe or wnsound manner as may be determined by the Insurance Commissioner, the following:




fa) fines CIIE not LESS THAN FIWE THOUSAND PESOS AND NOT MORE THAN TWO

——  HUNDRED THOUSAND PESOS lin-excessoffive hundred pesosadav|; and

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

S5EC. 72, Section 416, first paragraph, of the fnsurance Code is hereby amended to read as
follows:

“Sec. 416. The Commissioner shall have the power to adjudicate claims and complaints
invohdiing any lass, damage or liability for which an insurer may be answerable under any kind of
palicy or contract of insurance, or for which such insurer may be liable under a contract of
suretyship, ar for which a reinsurer may be sued under any contract of reinsurance it may have
entered into; or for which a mutual beneftt association may be held liable under the membership
certificates it has issued to its members, where the amaunt of any such loss, damage or liability,
excluding Interast, cost and attorney's fees, being claimed or sued upon any kind of insurance, bond,

reinsurance oentract, or membership certificate does not exceed in any single claim one [hoRdred

thausand] MILLION pesos.

XXX
SEC. 73. Section 408 of the insurance Code is hereby amended 1o read as follows:

"Ser 419, Any person, company or corporation subject to the supervision and control of the
Commissioner who violates any provision of this Code, for whith no penalty is provided, shall be
deemed guiity of a penzi offense, and upon conviction be punished by a fine not exceeding fer TWO
HUNDRED thousand pesos ar imprisonmert of six months, or both, at the discretion of the court.

If the offense is committed by a company or corporation, the officers, directors, or other
persens responsible for its operation, management, or administration, unless it can be proved that
they have taken no part in the commission of the offense, shal! likewise be guilty of a penal offense,
and upon conviction be punished by a fine not exceeding ter TWEJ HUMNDRED thousand pesos or
imprisonment of six months, or both, at the discretion of the court.”

SEL 74, This Act shall take effect upon approval.

Approved,

NY 10613
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MINUTES OF THE 22 MARCH 2011 MEETING

Ramon V. Mitra Jr. Bldg.,
Bztasan Pambansa Complex, Quezon City

Honorable Sergio Apostel, Chairman, presiding.

Members Present:

Honorable Luis R, Villafuerte
Honorsble Guillermo A. Romarate, ir.
Honorable Juliets R. Cortuna
Honorzble Isidra Lico

Honorzble Ma. Amelita Calimbas — Villarosa
Honorable Jeci A Lapus

Honoralde Philip A. Pichay

Honorable Ge orgidi B. Aggabao
Honorable Manigque Yazmin Lagdameo
Hororable Agapito H. Guanlao
Honorable Carlos Padilla

Honorable Karla Alexei B. Nograles
Hanrable Wilfrido Mark Enverga
Honorable Dante Antonio Tinio

Recource Persons:

Atiy. Juan De Zuniga, Deputy Governor, Bangko Sentral ng Pilipinas [BSP)
Atty. Corazon Guerreo, Assistant Governar, BSP

Atty. Chuchi Fonacier, Director, B5P

Ms. Cristina Grheta, Executive Vice President and Officer-in-Charge, Phlllpplne Deposit insurance

{ orporation [PRIC)

Atty. Romeo Mendoza Ir., General Counsel, PDIC

Ms. Sendra Draz, 5VP, PDIC

Atty Pesfecto Yasay Jr., Vice-Chairman, Banco Filipina
Mr. Tepdoro Arcenas, President, Bance Filigino
Mz, Maxy S_ Abad, Executive Vice President, BAnco Filiping

Committee Secretary: Atty Ramon Federizon

AGEMNDA: 1. TWG Report on Insurance Code Amendents

2. Hearing on the closure of Banco Rlipino
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Calfl ta Order

The meeting was called to order at 9:45 am. On motion, the calling of the roll was
dispensed with.

Appreval of the TWG report on the Insurance Code amenadments

The commitiee approved the substitute bill on the amendments to the Insurance Code as
presented by Representative Romarate, head of the technical working group on the insurance code
amendments.

Hearing on the closure of Banco Filipina

BSP officials led by its general counsel Deputy Governor Juan De Zuniga briefed the
committes on the closure of Banco Filipino. He said the Monetary Board denied the application of
the bank for emergency loans to cover heavy withdrawals and placed the bank under receivership
because the bank did not meet the conditions and requiremeants prescribed under Section 84 of RA
7653 {Mew Central Bank Act]. These are: 1) solvency of the bank; 2} sufficiency of collaterals; and 3)
vate of at least 5 MB members.

Atty. Zuniga disclosed that the bank had a negative realizable value of PA.4 billion as of 30
September 2010 regular examination. The examination report showed the following major findings:

1. Nepative capital adequacy ratio (CAR) - 142%

2. High past due loans ration —91%

3. DO5R! loans Of P2.2 killion are alt past due {54%) of total ioan pordolic

&, Chronic reserve deficiencies

5. Past due borrowings from the BSP - P4 4 bitlion

6. average annual operating loss of P2.8 billion (2007-2009)

7. high cost deposits: Interest rate on deposit ranges from 6% ta 13.9% vs. market rate of 1 -
2%.

Arty. Parfecto Yasay, Jr. of Banco Alipino said that the BSF did not comply with the
Cecember 1991 decision of Supreme Court ordering the Central Bank to reorganize the bank under
a workable plan that would allow Banco Filiping to operate with safety to its customers and
depositors. be szid that the 8SP undermined the recovery efforts of the bank by forcing the bank in
1999 to turn over its prime properties as payment for 3 emergency loan obtained in 1985 and by
instigating malicious rumors that triggered withdrawals in 2002, He said that it was only in
November 2005 that BSP approved a business plan for the bank providing for financial Ipan
assistance of P25 billion payable over a perid of 20 years which the bank accepted. The
implementation of the business was subjected to the condition that the bank drop its daims and
wiive all present and future actions sgainst BSP.

He denied allegations that the bank is mismanagad because since its reopening it aperated
under the strict supervision and monitoring of BSP comptrollers.

Mr. Teodore Arcenas, president of Banco Filigino, said that the bank is not insolvent, that
its niet assets amounted to around P19 bitlion and that it has sufficient collaterals ta support its claim
for emergency loans. He emphasized that the bank has had a BSP-designated controller for the last
three years who would have prevented the bank from committing any unfair banking practice.



Congressman Villafuerte questioned the determination by the BSF of the sufficiency of the
collaterzis offered by the bank. He also raised concerns on the manner by which the Monetary Board
acted with undug haste on the report of the examination, contrary to the procedure prescribed by
the Supreme Court in an earlier ruling. He noted that the Meonetary Board closed the bank on the
same day the report of examination on the hank was submitted.

The PDIC committed 1o pay 3l the valid deposit daims within 90 to 120 days. Depasitors
with balances of P5,000 or less will have priority in payment. At present, PDICis doing an inventory
of all the assets and records of the bank.

The camrittee will resume its hearing on May 17, 2011,

Adjournment

The meeting was adjourned at 12.15 p.m.

1 hereby certify to the correctness of the foregoing inute/f..

RAMON R. FEDERIZON
Committee Secratary

Attest:

SERGIO AF. APOATOL
Chairman
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introduced by HONORABLE JUAN EDGARDO “SONNY™ M. ANGARA

EXPLANATORY NOTE

The Philippine insurance laws are embodied in Presidential Decree Mo 1480 (PO 1460),
otherwise known as "The Insursnce Gode of 1978, PD 1480 consolidated all msurance laws
into a single Code and it basically reenacted Presidential Decree No. 12 (PD 512) which was
promulgated on December 18, 1974, PD 612 ordained and instifuted the Insurance Code of tha

. Philippines. Except for certain amendments effected under Presidential Decreg No. 1814 {PD

1814} an January 15, 1981 and Batas Pambansa Blg. B74 {BP 874} on June 12, 1885, the
Insurance Code of 1978 has naot undergone any significant revision. FD 1814 amended
Sectians 305 {c}, 373 (c}, 378 {f), 373, 377, 379 and 384 of lhe Insurance Code of 1878, When
the unicameral legisiative assemtily was convened during the Martial Law regime, the Batasang
Pambansa further amended Sections 27, 45, 180-A, 184 and 416 of PD 1460, These
amendments were necessitated by the prevailing economic conditians at thal time and were
undertaken to ensure the due execution and perfarmance of insurance contracts in the interests
of the sound deveiopment of the national sconomy. Over {he years since these amendments
were made, the Philippine economy has undergane significant changes. The recent financial
turmoil calls for a review of our laws which impact our economic development such as our
insurance laws to ensure that the insurance industry becomes maore efficient and effective in
bringing ahout financial stability and growtn and consumers continue to be protected. it is not
heretical to say that the Insurance Code of 1978 has bacome inadequate, and at times even
obsolete, to cope with the changing business environment and 2CONOIMIC prograss. This
develapment renders the proposed amendments absolutely necessary and inevitable i the
insurance industry is fo remain an engine of economic growth and the consumer continues to
have confidence in the Inciustry.

The amendments proposed in this bill were mafivated and quided by 32 years of
expernence under the Insurance Code of 1978 and by the rapid developmeants in the world af
commerce, trade and industry during the recent decades. Al over the world, the regulatory
regime is undergoing a serious review and determined efforts are being made 1o make the jaws
and regulations maore relevant and responsive. We do not have to look nulside to convince us of
this develapment since our very own Congrass has undertaken similar legislative initiatives in
other financial fromts such as in banking, securfies, investments, credit, finance together with
pre-need and succeeded in passing much needed legislations to support these industnes.
There is no question that these legislative interventions and structural reforms have rewtalized
activities and production within banking and other financial sectors and cansumers have also
henefitad from these laws. Amending the Insurance Code of 1978 is in keeping with our naticrial
policy to preserve the gains of the insurance industry and accelerale its further growth and
development and ensurs consumers are allowed choices as, well as fair and equitable
treatment. )

It cannot be disputed that the insurance industry is a major pillar of the Philippine
economy. Insurance mobilizes savings - long_term investments, It is indispensable in

AZL = ol I!i%itlﬂn It is an efficient ff.'l{'l'l:] of I'EiSing—-- A




capital which is used to fuel our economy. The insurance industry is ameng the largest
investors in the band market and similar instruments. 1ts long tenm placements offer mare iceal
source of financing that suit the needs of both the govermnment and the private sector. Life
insurance companies through their pension plans and retirement products supplemeant, if not
sybstitute, for state-provided social security programs. Thus, aside from fulfilling its critical role
af providing protection and financial security to our people. the ingurance [ndustry's
comtributinns is immense and immeasurable. itis an indispensable partner of the govemmert in
rabonal developmeant.

It is gur collactive desire to craft and fashion an nsurance code which our insurers and
teir intermediaries can utiize to attain mare efficienlly their economic ends and to expand more
effectively their insurance activities that will assure the insuring public greater insurance
pratection and financial security. This propesed bill infroduces significant changes in practically
all tles and chapters of the Code, However, despite Lhe nuMerous chanres to PO 1450 which
Fave been adopted in this proposed measurs, Many provisions of the existing Code were
retamed. This revision has also considered the relevant circulars and regulations issued by the
insurance Commission in the exercise of its regulatory and supervisory POWSHS under the |laws.
Furthermore, in keaping with the growth of commerce and trade, new insurance activities which
were not mentioned at all in the existing: Cnde such as micro-insuUrance, bancassurance and
ather recamt developments in the industry are naw provided for. Moreaver, this bill aims to
reinforce Lhe Insurance Commission in performing its functions as ihe principal regulator of the
insurance industry consisting of the ife and non-life companias, reinsurars, and allied entities,
imermediares and insurance professionals such as the mutual benefit associations, micro-
insurers. bancassurance, brokers, general agents, individual agents, adjusters, actuaries, rating
urganizations, and others, and to augment their management, operations and practices on an
even sounder, stable and professional basis. '

This bill shall further promote and develop a strang national insurance industry which
can assist the ability of the Indusiry to compete with foreign players when the ASEAN Ecanamic
Markal opens up sometime in 2015, Itis therefare imperative that this bil be passed into law.

\r1 viaw of the foregoing, an early enactmant of this measure is earnestly requestes.

Represeniative
Lane District, Province of Audrora
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AN ACT
AMENDING PRESIDENTIAL DECREE NO. 612, OTHERWISE KNOWN AS THE
INSURANGCE CODE, A5 AMENDED BY PRESIDENTIAL DECREE NOS. 1141, 1280,
1455, 1460, 1814, AND 1981, AND BATAS PAMBANSA BLG, 874, AND FOR
OTHER PURPQOSES

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

SECTION 1. Title. - This Act shall be known as "The Insuradice Code of 20970".

SEC. 2. Section 1 of The Insurance Code, as amended, is hereby amended to

read as follows,
“Saction 1. This Act shall be known as 'The Insurance Code of 20140

SEC, 3. Section 2, paragraph 2 (d} of The Insurance Code, as amended, is

hereby amended fo read as follows:

"{d) doing or proposing to do any business in substance equivalent to any of the
foregoing in & manner designed to evade the provisions of this Code, including
the practice of self-insurance by any person or entity extending life insurance or

similar protection to its borrowers, depositors, chents or third parties.”

SEC A. Section 3 of The Insurance Code, as amended, is hereby amended to

read as foilows:

“Sec. 3. Any corntingent or unknown event, whether past or future, which
may damnify a person having an insurable interest or create a lability against

him, may be insured against, subject to the provisions of this chapter.
“The consent of the spouse is not necessary for the validity of an

insurance policy taken out by a married person on his of her life or that of his ar

her children.




“TEEN L

“All nghts' tiile and interest in the pelicy 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. 5. Section 6 of The Insurance Code, as amended, is hareby amended . to
read as follows:
F
“Sec. 6. Every corparation, partnership, ar association duly authorized 1o
transact insurance business as elsewhere provided in this gcode, may be an

insurer.”

SEC. 6. Section 12 of The Insurance Code, as amended, 18 hereby amended to
read as follows:

“Sec. 12. The interest of a beneficiary in a lite insurance policy shall be forfeited
when the beneficiary is the principal, accomplice, or acGess0ry in wilifully bringing
about the death of the insured. In such a case, the share forfeited shall pass on to
the othar beneficiaries, Lniess otherwise disquaiified. In the absence of other
beneficiaries, the proceeds shall be paid in accordance with the policy cantract. i

the policy contract is silent, the proceeds shall be paid o the insured's estate.”

SEC. 7. Section 45 of The tnsurance Code, as amended, is hersby amended to
read as follows:

“Sec. 45. if a representation is fatse in a matenal point, whethear affirmative
or promissory, the injured party is entitled to rescind the contract from the time

when the representation becomes false.”

SEC. 8. The last paragraph of Section 50 of The Insurance Code, as amended,
is hareby deleted.

SEC. 9. Sestion 60 of the Insurance Code, as amended, is hereby amended to
read as follows:

“Ser. 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 ﬁ:abii'rty_ The value of such thing insured shall be ascertained at the time
of the loss.”_

SEC. 10. Section 64, paragraph (f} of The Insurance Code, as amended, is

hereby amended to read as follows:

“if discovery of other insurance coverage that makes the iotal Insurance
: o

in excess of the value of the prapery insured: or a determination by the

Commissioner that the continuation of the policy would violate of would place the

insurer in vinlation of this Code.”

SEC. 11. Section 85 of The Insurance Code, as amended, is hereby amended to

read as follows:

Sec. 65. Al notices of canceliation mentioned in the preceding section shall be
in writing, mailed or delivered to the named insured at the address shown in the
nolicy or to his broker, and shall state {a) which of the grounds set farth in section
sixty-four is refied upon and () that, upon written request of the named insured,

the insuret will furnish the facts on which the cancellation is baszed,

5EC. 12, Section 77 of The insurance Code, as amended, is hereby amended o

read as follows:

“gee. 77. An insurer is entitied to payment of the premium as soon as the
thing insured is exposed to the perl insured againsi. Notwithstanding any
agreement {o the contrary, nc policy or contract of insurance issued by an
insurance company is valid and binding uniess and until the premium thereof has
heen paid, except in the case of a life or an industrial life policy whenever the
grace period provision applies, or whenever under the agency agreements with

" duly licensed intermediaries, a 90-day credit extension is given. No credi
extension to a duly licensed intermediary should exceed 90-days from daie of
issuance of the policy. Payments of premium 1o brokers are nat considered

payment of premium to the insurers.”

SEC. 13. A new Section 78 of The Insurance Code, as amended, is hereby

_added tp read as follows:




" “Zac. 78, An employee of the Republic of thg—F'hHippines, ingluding its
political subdivisions and instrumentalities, and govemment owned or cantrolied
corporations, may pay his insurance premium and loan obligations through salary
deduction: Provided, the treasurer, cashier, paymaster or official of the entity
employing the govermment empioyee is apthorized, notwithstanding the
provisions of any existing law, rules and regulations to the contrary, to make
deductions from the salary, wage or income of the |atter pl.,JI'ELIBI'It t¢ the
agreement between the insurer and the govermnment employee and to remit such
deduciions to the insurer corcemed, and collect such reasonable fee for ds

senvices.”

SEC. 14. The ofd Section 78 ot The Insurance Code, as amended, is hereby
renumbered as Section 79 and the sections subsequent thereto are accordingly

renumbered until Section 80, which shali be renumbered as Section B1.

SEC. §5. Section 81 of The Insurance Code, as amended, is hereby
renumbered as Section 32 and amended to read as follows:

“Sec. B2. A persan insured is entitled to retumn of the premium when the
contract is voidable and subsequently annulled under the provisions of the Civil
Code: ar, on account of fraud ar intentional misrepresentation of the insurer, or of
his agent, or on account of facts, the extstence of which the insuraed was ignorant
without his fault: or when by any default of the insured other than actual fraud,
the insurer never incumed any liability under the policy. '

“A persan insured is not entitled to a retumn of prermium if the policy is
annulled, rescinded or if a claim is denied by reason of his fraud or

misrepresentation.”

SEC. 18, Section BZ of The Insurance Code, as amended, is hercby

renumbered as Section 83 and amended to read as folows:

*Sec. 83. In case of an overinsurance by several insurers other than \ife,
the insured is entitled to a ratable retum of the premium, proportioned to the
amount by which the aggregate sum insured in ail the policies exceeds the

insurable value of the thing at risk.”

_ SEC. 17. A new Section 84 of The Insurance Code, as amended, is hereby
added to read as follows: I




- . - I

*See. B4, An insurer may contracl and accept payments, in addition to
- regular premium, for the pumpose of paying future premiums on the policy or to

increase the benefits thereof”

geC. 18. The old Section 43 of The insurance Code, as amended, is hereby
renumbered as Section 85 and the sections subsequent thereto are accordingly
renumbered until Section 87, which shall he renumbered as Section 89
]
SEC. 19. Section B8 of The Insurance Code, as amended, Is harehy

renumbered as Section 90 and amended to read as follows.

*Qac. 00. In case of 108s, an insurer is exonerated, if notice thereof be not
given to him by an insured, or some person entited to the bepefit of the
insurance, without unnecessary delay from accurtence of the loss, In case of
death, an insurer is likewise exoneraied if natice thereof be not given the insurer

without unnecessary delay from discovery of death”

SEC. 20. The oid Section BY of The Insurance Code, as amenged, i hereby
renumbered as Section 91 and the sections subsequent thereto are accordingly

remumbered until Section 93, which shall be renumbered as Saction 95.

SEC. 21. Seciion 94 of The Insurance Code, as amended, Is hereby
renumbered as Section 86 and amended to read as foliows:

"Sac. 86, Where the insured, in a palicy alher than life, is overinsured by
double msurance!
=(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 lable under their respective contracts,

*(b) Where the policy under which the insured claims is a valusd policy,
any sum received by him under any other policy shall be deducted fram the value
of the policy without regard to the actual value af the subject matter insured;

“(c} Where the policy under which the insured claims is an unvalued policy
any sum received by Him wunder any policy shall be deducied against the full
‘nsurable 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 palicies, ar of the insurable value in the casze of unvatbed policies,

- - he must hald such sum in trust for the Insurers, according to their right of

contribution among themselves:




“(e} Each insurer is bound, as between himself and the other insurers, to

contribute ratably to the loss in propartion io the amount for which he is liable

under his contract.”
SEC. 22. The old Sectian 85 of The Insurance Code as amendad, is hareby

renumbered as Section 97 and the sections subsequent thereto are accardingly

renumbered until Section 178, which shall be renumbered as Section 180,

SEC. 23. Section 178 of The Insurance Code, as amended, is hereby

renumbered as Section 181 and amended to read as follows:

“Gac. 181, Life insurance is insurance om human lves and insurance
appertaining thereto or connected therewith.

"Every contract or undertaking for the paymenis 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 ratirement program

shall be considered a life insurance contract for purposes of this Gode.
"4 life insurance policy may also be taken by an individua! who intends to travel
by ship or airplane. Such policy shall be effective only during the course aof the

travel "

SEC. 24. Section 180 of The Insurance Gods, as amended, is hereby

renurnhgred as Section 182 and amended to read as follows:

“Sac, 182. An insurance upon [ife 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 |ife.

“Cyery contract or pledge for the payment of endowments of annuities
shail be considerad a life insurance cantract for purpose of this Code.

“In the absence of a judicial guardian, the father, or in the latier's absence
or incapacity, the mother, or any minor, wha is an insured or a beneficiary undar
a contract of life, health or accident insurance, may exercise, in behalf of said
minar, any right under tha policy, without necessity of court authority gr the giving
of a band, where the interest of the minar in the particular act invalved does not
exceed twa hundred fifty thousand pesas or in such amaount as may be
determined by the Commissianer. Such right may include, but shali not be limited
ta, obtaining a policy loan, surrendering the palicy, receiving the proceeds of the

policy, and giving the minor's consent to any transaction an the policy.

“In the ahsence or in case of the incapacity of the father or mother, the




relative who has actual cust_r.::-n.:lir;uf the minor insured of benaficiary, shall act as a

guardian without need of 2 court order or judicial appointment as such guardian,

as long as such person is not otherwise disgualified or incapacitated. Payment

made by the insurer pursuant ta this section shall relieve it of any liability under

the contract.”

SEC. 25. The old Section 180-A of The Insurance Code, 2s amended, is hereby
renumbered as Section 182 and the sections subsequent therato ?re accordingly

renumbered until Section 183, which shall ba renumbered as Section 186,

SEC. 26. A new Title on Microinsurance and a new Saction 187 of The

Insurance Code, as amended, are hereby added 1o read as follows:

"Tiﬂ'ﬂ ﬁ
“HMICROINSURANCE

"Sac. 187. The term “microinsurance” shall mean an activity providing specific
insurance, insurance-like and other similar products and sernvices that meet the
needs of the low-income sector far risk protection and relief against distress,
misfortune and other coniingent events. This shall include all farms of insurance,

insurance-like and ather similar activiies with the following features:

a. Premiums, contributions, fees or charges are collected/deducted pnor o

the occurrence of the a contingent event; and
b. Guaranteed benefits are provided upon occurrence of a contingent event.

“No insurance company shall engage in the business of microinsurance
urless R possesses all the reguirements as may be prescribed by the
Commissioner. The Commissioner shall issue such rules and requiations

goveming microtnsurance.”

SEC. 27. Section 184 of The msurance Code, as arnended, s hereby

renumbered as Section 188 and amended to read as follows:

“Sec. 1BB. For purposes of this Code, the term Nhsurer” Of TINSUrance
company” shall include all partmerships, assnciations, or corporations, including

government-owned or controlled corporations of entities, engaged as principals

in the insurance business. Unjess the context otherwise requires, the termms shall-T=_ -

ﬁ"“__'. . _-'” __
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also include pmfessmnal reinsurers defined in section fiwo hundred elghty]

"Domesfic company”. shall include companies formed, arganized or E,xlstmg
under the laws of the Philippines. "Foreign company” when used without
limitation shall include companies formed, organized, af gxisting under any [aws

other than those of the Philippines.”

SEC. 28. Section 185 of The insurance Code, as amended, is hereby
i

renumbered as Section 1838 and amended to read as follows:

*Sec. 189. The provisions of the Corporation Code, as ameanded, shall apply 1o
all insurance corporations now or hereafter engaged in business in the

Philippines inscfar as they do not canflict with the provisions of this chapte e"

SEC. 29. Section 186 of The Insurance Code, as amended, is hereby
renumbered as Section 180 and amended to read as follows:

“Sec. 190. Mo corporation, partnership, of association of persens shall
transact any insurance business in the Philippines except as agent of a
corporation, partnership or acsociation audthorized to do the business of
insurance in the Philippines, uniess 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; nor unless the Commissioner shall have
granted to it a certificate to the effect that it has complied with all the provisions of
this Code.

“Every corporation, partnership, ar assnciation receiving any such
certificate of authority shall be subject to the insurance and other applicable (aws
of the Philippines and to the jurisdiction and supervision of the Commissioner

and ather appropriate govenment agencies.”

SEC. 30. Section 187 of The lnsurance Code, as amended, iz haraby
renumbered as Section 191 and amended to read as fallows:

“Sem. 191, No insurance company shall fransact any insurance business
in the Philippinas until after it shall have abtained a certificate of authority for that
purpose from the Commissioner upon applicatian therefor and payment by the
campany concerned of the fees hereinafter prescrbed.

“The Commissioner may refuse to issue a cerlificate of authority to any
INsUrance company if in his judgment, such refusal will best pmmote the interest

of the people of this country. Na such certificate of authority shall be granted to

any such companyLntil the Commissioner shall have satisfied himself f by such
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Examinatiu}i-a? he may make and such evidence a3 he may requi.rfe" that such
campany is qgéliﬁed by the laws of the Philippines to transact husinés therein,
that the grant of such authority appears to be justified in the light of economic
requirements, and that the direction and administration, as well as the integrity
and responsibility of the organizers and administrators, the financial arganization
and the amount of capital, reasonably assure the safety of the interests of the
policyholders and the public.

“In order to maintain the quality of the management of the insurance
companies and afford better pratection to policyhaiders and the public in general,
any person of good moral character, unquestioned integrity and recognized
competence may be elected ar appointed director or officer of insurance
companies, in accordance with the perinent provisions contained in the
Garporate Governance circulars prescribed by the Commissioner. In addifion
hereto, the Commissioner shall prescribe the qualifications of directors, exacutive
officers and other key officials of insurance companies for purposes of this
section.

"No person shall concurrently be a director andfor officer of an insurance
company and an adjustment cormpany. 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 stmilar business in the
Philippines, or a name s¢ similar as 10 be calculated to mislead the public, o
accordance with the pravisions of the Corperafion Code on the use of corporate
names.

‘Every company feceiving any such certificates of authorty shall be
subject to the provisions of this Code and other related laws and to the
jurisdiction and supervision of the Commissioner and other appropriate
govemment agencies.

“Mp insurance company may be authorized to transact in the Philippines
the business of life and non-life insurance concurrently uniess specifically
authorized to do so by the Commissioner: Provided, That the terms “fife” and
non-fife” insurance shall be deemed to inciude health, accident and disability
iNsUrance.

"Np insurance company shall have equity in an adjustment company and

neither shall an adjustment company have equity in an insurance company.’

SEC. 31. Section 183 of The insurance Cnde, as amended, is hereby

renumbered as_is-_ec:tion 192 and amended to read as foliows: —




'Sec: 162. No dnmestu: stock insurance ccmpany shall engage in
insurance or reinsurance husiness in the Philippines unless possessed of the
required capitalization which includes minimum net worth and paid-up capital, as
defined and provided under applicable orders andfor r:ircu!aré tssued by the
Secretary of Finance, upon recommendation of the Insurance Commissioner.
The Secretary of Finance may change such minimum net weorth and paid-up
capital stock requirement, under such terms and conditions as he l:nayr impose, ta
an amount which, in his opinion, would reasonably assure the safety of the
interests of the policyholders and the public.

“The Commissioner may, as a prelicensing requirement of a new
insurance company, in addition to the paid-up capital stock, reguire the
stockholders to pay in cash to the company in proportion to their subscription
interests a coatributed surplus fund in an amount as may he fixed inapplicable
orders and circulars duly issued by the Commissioner. He may also require such
company of already existing companies, to submit to him a capital build-up
program or a business plan showing the company's estimated receipts and
disbursements, as well as the basis therefor, for the next succeeading three years.

“If organized as a muiual company, in heu of such capital stock, it must
have available cash assets in an amount not less than that required under
present or future applicable orders or circutars issued by ihe Secretary of
Finance, upon recammendation of the Commissioner. These required cash
assets must be net of all liabilities for losses reported, expenses, laxes, legal
reserve, and reinsurance of all outstanding risks, and the contributed surplus
fund must be equal to the amounts required of stock corporations. A stock
insurance company doing business in the Philippines may, subject 0 the
pertinent laws and regulations which now are of hereafter may be in force, alter

its organization and transform itsalf into a mutual insurance campany.”

SEC. 32. The old Sectien 188 of The Insurance Code, as amended, is hereby

renumbered as Section 193 and the sections subsequent thereio are accordingty

renumbered until Section 190, which shall be renumbered as Section 04,

SEC. 331, Section 191 of The insurance Code, as amended, iz hereby

ramumbered as Section 195 and amended to read as follows:

“Sac. 185. Mo insurance company organized or existing under the

gnvernment or laws ather than those of the Philippines shall engage in business

in the Phlhppmes unless possessed of paid-up unlmpalred cap|‘ta1 or assets and

Kl
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applicable or order or circulars of the Cm"r;ﬁissianer, nor untl! it shall have
deposited with the Ccommissioner for the benefit and security of the palicyholders -
and creditn.rs of such company in the Philippines, securities satisfactory to the
Commissioner consisting of good securities of the Philippines, including new
issues of a’tuck.of “egistered enterprises”, as this term is defimed in Omnibus
Investments Code, as amended, to the actual market value of not less than the
minimum paid-up capital required of domestic insurance companies: Provided,
That at least fifty per cenfunt of such securiies shall consist aftbonds or other
evidences of debt of the Govemment of the Philippines, its political subdivisions
and instrumentalities, or of govemment-owned of controlled corporations and
entities, including the Bangko Sentral ng Pilipinas. Provided further, that the total
investment of a fareign insurance company in any registered enterprise shall not
exceed twenly per centum of the net worth of said foreign insurance mmpany
nor twenty par cenfum of the capital of the regisiered enterprse, uniess
previousty authorized in writing by the Commissionar.

For purpases af this Code, the net worth of a foreign insurance cormpany

shall refar only to its nat warth in the Philippines.”

SEC. 34. Section 192 of The Insurance Code, as amended, is hereby

renumbered as Section 106 and amended to read as follows!

“Gee 196, The Commissioner shall hald the securities, deposited as
required in the immediatety preceding section, for the benefit and securty of all
the nolicyhalders and creditors of the company depositing the same. Provided,
That the Commissioner may, as lang as the company is solvent, permit # 1o
collect the interest or dividends on the securnties so deposiied, and, from time to
time, with his assent, to withdraw any of such securities, upan depositing with
said Commissioner other Bke securities, the market value of which shall be equal
to the market value of such as may be withdrawn. In the event of any company
ceasing fo do business in the Philippines, the securities depasited as aforesaid
shall be returmed upon the company, upan the Commissioners written approval
and only after the company has duly proven in its application therefor that it has
no further liability whatsoever under any of is policies nor to any of its creditars

in the Philippines.”

SEC. 35. The nid Section 193 of The Insurance Code, as amended, is hereby
T renumbered as Section 197, -_' N —_




SEC. 36. Secton 194 of The Insurance Code, as amended, is hereby

renumbered as Section 108 and amended to read as follows:

“Sec. 188, An insurance company doing business in the Philippines shall
at all tmes maintain the minimum paid-up capital and netwosth requirements as
prescribed by the Commissioner. Such requirements shall be based on
internationally accepted solvency frameworks and adopted only after due
consultation with and consideration of the recommendations u::ufl the insurance

industry associations.

Such assets, liabilities and reserves shall exciude assets, liabilities and reserves
included in separate accounts established in accordance with section [two
hundred thirty-seven]. Whenever the aforementioned margin be found to be less
than that herein req'uirer:l to be maintained, the Commissioner shall forthwith
direct the company to make good any such deficiency by cash, to be contributed
by all stockholders of record in proportion o their respective interest, and paid to
the treasurer of the company, within fifteen days from receipt of the order:
Provided, That the company in the intedm shall nat be permitted to take any new
risk of any kind or character unless and until it make good any such dehciency:
Provided, further, that a stockhalder who aside from paying the contribution due
from him, pays the contribution due from the another stockholder by reason of
the failure or refusai of tha latter to do so, shall have a lien on the certificates af
stock of the insurance company concemed 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 io the said certificates of stock, until
the comesponding payment or reimbursement is mada by the defaulting

stockholder.”

SEC. 37. Section 195 of The Insurarce Code, as amended, is hereby

renurnbered as Section 199 and amended to read as follows!

~ "Sec. 189. No domestic insurance corporation shall declare or distribute
any dividend on its outstanding stocks unless it has met the minimum paid-up
capital and net worth requirements under Section Une Hundred Ninety Eight and
except fram profits attested in a swom statement to the Commissioner by the
president or treasurer of the carporation to be remaining on hand after retaining
unimgaired:

*fa) The entire paid-up capital stock;. .




=(b) In the case of fife insurance corporation, the lega

reserve fund required by
" Zection [two hundred eleven), —
“{c} In the case of corporations other than Yfe, the legal reserve fund required Dy
section {hwo hundred thirteen];
{d} A sum sufficient to pay all net losses reported, or in the course of asttlement,
and all liabilities for expenses and taxes.
“Any dividend declared or distributed under the preceding paragraph shall
be reporied to the Commissioner within thirty days after suchldeclaratiun or
distribution.

"If the Commissiener finds that any such corporation has declared of
distributed any such dividend in violation of this section, he may order such
corporation ta cease and desist from deing 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 carporation.”

SEC. 38. Section 196 of The Insurance Code, as amended, is hereby
renumbered as Section 200 and amended ta read as follows:

“Gac. 200. 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 heneficially owned by the insurance
company concerned as determined by extemnal auditors accredited by the
Commissioner who examined the financial statements of the insurance company
concemad and which consist of:

1. Cash in the possessian of the insurance company or in transit under its
cantrol, and the true and duly verified balance of any deposit of such company ina
financialty sound commercial bank or trust company-

w |Investmenis in securities, including money market instrurnents, 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 thereon.

“3. Loans granted by the insurance company concermed to the extent of
that portion thereof adequately cecured by non-speculative assetls with readily
realizable values in accordance with and subject to the limitations impaosed by
applicable provisions of this Code.

“4, Palicy loans and other palicy assets and liens on policies, contracts or
certificates of a ffe insurance company, N an amount rmot exceeding legal

-_reserves and other policy fabilties cared on each individual fife insurance

policy; contract or certificate. -




“5. The net amount nf-tti-nﬁnllected and deferred premiums and annuity
considerations in the case of a Iife insurance company which carmias the full
mean tabular reseive liahility.

6 Reinsurance recoverable by the ceding insurer: (g} fram an insurer
authorized to transact business in this country, the full amaunt thereof; or (b)
from an insurer not authorized in this eountry, in an amount not exceading the
liabilities carried by the cading insurer for amounis withheld under a reinsurance
treaty with such unauthorized insurer as security for the paymeni of obligations
thereunder if such funds are held subject to withdrawa! by, and under the control
of, the ceding insurer. The Commissioner may prescribe the conditions under
which a ceding insurer may be allowed credit, a5 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 satisfactary evidence
that it meets the applicable standards of seivency required in this country.

“7. Funds withheld by a ceding insurer under a reinsurance treaty,
provided reserves for unpaid losses and uneamed premiums are adeguately
provided.

“8. 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 of
losses and claims and values to be determined by him.

“9. Electronic data processing machines, as may be authorized by the:
Commissionar to be acquired by the insurance company concermned, tha
acquisition cost of which to be amortized in equal annuai amounts within a period
af five years from the date of acquisition thereof.

“10. Mutual funds, real estate investment trusts, unit investment frust
funds and special deposit accounts.

“11, Other assets, not incensistent with the provisions of paragraphs 1 to
10 hereof, which are deemed by the Commissioner to be readily realizable and
available for the payment of losses and claims at values to be dstermined by him
in a circular, rule or regulation.

“12  Other investments not otherwise covered by the above, provided that
such may be reclassified as non-admitied assets after a subsequent audit
conducted by the Commissioner.”

SEC. 39. The old Section 197 of The Insurance Code, as amended, is hereby

renumbered as Section 201,
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SEC. 40. Section 198 of The Insurance Code, as amended, s hereby

renumbered as Saction 202 and amended to read as follows: —

*Sae. 202, A life insurance company may lend 1o any of its policyholders
upon the security of the value of s policy such sum as may be determined
pursuant to the provisions of the policy.

*No insurance company shall loan any of its money ar deposits to any
persan, mrp::-raﬁgn or association, except upon the securitytof any of the
foliowing:

~a) first mortgage or deeds of trust of registered, unencumbered, improved
ar unimproved real esiate, including condominiums, in cities and ceniers of
population of municipalities in the Philippines; or

“by first mortgages or deeds of trust of actually cultivated, improved and
unencumbeared agricultural lands in the Philippines; or

“c) purchase money morigages. lease purchase agreements or sirmitar
securities executed or received by it on account of the sale or exchange of real
nroperty acquired pursuant to sections [two hundred and two hundrad twal; ar

“d) bonds ar other evidences of indebtedness issued Or guaranteed by the
of the Gavemment of the Philippines or its pofitical subdivisions authonzed by
law to incur such obligations or issue such guarantees ar of government-owned
or controlled carporations and instrumentalities including the Bangko Sentral ng
Pilipinas; or

‘a} obligations issued or guaranteed by universal banks, cammercial
banks, offshore banking units, investment houses ar other financial
intermadiaries duly registered with the Bangko Sentral ng Pilipinas; or

“f) oblipations issued of quaranteed by foreign banks or corporations, ach
of which shall have totat assets of one billion US dollars, as shown in their
financial statements as of the immediately preceding fiscal year, or

“g} assignments of monetary instruments such as cash deposits,
promissory hotes, deposit certificates or other similar instruments of universal
banks, commercial banks, investments houses or other financial intermeadianes

duly registered with the Bangko Sentral ng Pilipinas;

“h} pledges of shares aof stock, ponds or other evidences of indebtednesss

specified in seciion [two hundred thirny-fourl;

“l) chattel mortgages over eqguipment not more than three years old; and




“The loans provided in the preceding subsection shall be subject to the

following conditions:

“a}  The amount of loan securad by real estate mortgage over a non-
agricuttural land shall not exceed eighty per centum of its appraised value, and in
the case of a loan secured by a real estate mortgage over an agrjeuitural land,
the amount of loan shall not exceed forty per centrumn of its market value.
Provided that, in no case shall such loan have a maturity perod in 8xcess of

twenty-five years;

“h}  Unless approved by the Commission, no loan may be granied upon
the security of a mortgage on improved real estate if the improvements thereon
do not belong the owner of the land and the owner of the improvernents toes not
sighed the deed of mortgage. However, if the owner of the land is the
Government of the Philippines or any or its pofitical subdivisions and a long term
lease has been executad in favor of the owner of the improvements, the owner of
the land need not be a party to the deed of mortgage. The expiration date of the
lease shall not, howevar, precede the maturity of the ioan. The phrase “improved
real estate” as used herein shall mean land with permanent building or buildings
erected thereon;:

“c) Purchase money mortgage. lease-agreements or similar securities
received on the sale of real estate property shall not exceed one hundred per
centum of the seliing price of said property, or one hundred per centum of its
market value at the time of its disposition, whichever amount is lawer. However,
in no case shall such mortgage or agreement have a maturity period of twenty-

five years:

“d}  Loans secured by piedges of shares of stock of solvent

corporations or institutions shall not exceed fifty per cantum of.

1) The latest selling price of such stocks listed in the stock exchange or

unlisted stock traded aslsewhere,

2} The book value of said stock, in case of stocks which are neither listed

__“in any stock exchange nor transacted elsewhere; but the, stock

i -gaf_tes for the shares pledge shali be endorsed.o




lending insurance company. The phrase "sow-e:ritf_:':orporatiun" as used
—  herein shail mean a corporation or entity which has recorded profits for
a period of at least three years immediately preceding the date of the
loan;
g} Loans secured by the chattel mortgages over equipment shall not
exceed seventy-five per centum of the market value of said equipment, and
*f} Venture capital investments, equity on leans, shali Iru:d: excesd, per
investment, forty per centum of the insurance company's net worth as shown in
its fatest financial statement approved by the Commission.”
SEC. 41, Section 199 of The Insurance Code, as amended, is hereby

renumbered as Seciion 203 and amended to read as follows:

-Sec. 203. No loan by any insurance company on the security of real estate shall
be made uniess the title ta such real estate shall have first been registered in
accardance with the existing Land Registration Act, ar shall have been previously
registered under the provisions of the exising Morigage Law and the lien or

interest of the insurance company as mortgagee has bean registered.”

SEC. 42. Section 200 of The Insurance Code, as amended, is hereby
renumbered as Section 204 and amended to read as follows:

“Sac. 204. (1) An insurance company may purchase, hald, own and
convey such property, real and personal, as may have baen martgaged, pledged,
ar conveyed to it in goad faith in trust for its benefit by 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 maney loanad by it; and
such real and personzal property as may have been conveyed to it by bomowers
in satisfaction and discharge of loans made by the company in payment or by
reason of any loan made by it shall be sold by the company within twenty years
after the title ihereto has been vested in it.

*(2) An insurance company may purchase, hold, own and convey real and
personal property as follows:

“(a} The real property in which the company conducts and carries on is
business: Provided, That no domestic non-life insurance company shall invest in
the kinds pemitted under this section an amount in excess of twenty per centum

_‘q_r:nf the net worth of such insurer as shown by its latest financial statement




—

“{b} Bonds or other evidence of indebtedness of the Government of the
Philippines or its political subdivisions authorized by law o issue bonds at the
reasonable market valug thersof.

“fcy Bonds or afher evidences of debi of the gmrernmant—c:umed or
controlled corporaiions and entities, inciuding the Bangko Sentral ng Pilipinas.

“(d} Bonds, debentures or other evidences of indebtedness of any solvent
corporations or institution ereated aor existing under the laws of the Philippines:
Providad, however, That the issuing, assuming or guaranteeilng antity or its
predecessors shall not have defaulted in the payment of interest on any of its
securities and that during each of any three including the 1ast two of the five fiscal
years next preceding the date of acquisition by such insurance company af such
bands, debenturas, or other evidences of indebtedness, the net earnings of the
issuing, assuming or guaranteeing institution availaole for its fixed charges, as
wereinafter defined, shall have been not less than one and cne-quarter times the
iotal of its fixed charges for such year, and Provided, further, that no life
insurance campany shall invest in or loan upon the obfigations of any one
institution in the Kinds permitted under this sub-section an amount in excess of
twenty-five per cenium of the total admitted assets of such insurer as of
December thirty-first next preceding the date of such investment.

spas used in this sub-section the term ‘net eamings avaffable far fixed
chamges” shall mean net income after deduciing operating and maintenance
expenses, taxes other than income faxes, depreciation and depletion; but
excluding extraordinary non-recurring items of income or expense appeanng in
the regular financial statement of the issuing, assuming of guaranteeing
institution. The term “fixed charges™ shall include intersst on funded and
unfunded debt, amaortization of debt discount, and rentals for leased properties.

*(e) Preferred or guaranteed stocks of any solvent corporation of
institution created or existing under the laws of the Philippines; Frovided, That if
the stocks are guaranteed, the amount of stacks so guaranteed is NOt 8xXCess of
fifty per centum of the amount of the preferred or common stocks, as the case
may be, of the guaranteeing comporation, and Frovided, finafty, That no life
insurance company shall invest in or loan upan obligations of any ane institution
in the kinds permitted under this sub-section an amount in excess of ten per
centum of the total admitted assets of such insurer as of December thirty-first
next preceding the date of such investment,

“{f} Comman stocks of any. solvent corporation or institution created ar
existing under the laws of the F;hilippines; vafd&d. howsevar, That no e

__insurance company shall invest in or inara;m_- the _gbligations of any one




,_..,rﬂnumhered as Section 205 and amended tmaead as fmllnws

corporation or institution in the kinds pér?f?rfted under this sub-section an amount
in excess of ten per centum of the fotal admitted assets of such insurer as of
Decemhber thirty-first next preceding the date of such investment.

“(g) Securities issued by an “registered enterprsa’, as this term is defined
in Republic Act No. 5186, otherwise known as the investnent incentives Act, as
amended, provided that the total investment of a domestic non life insurance
company in any registered enterprise shall not exceed fifty per centum of the net
warth of said instrance company as shown by its aforesaid ﬁnéncial statement
unless previously authorized by the Commissiones.

“{h) Certificates, notes and other obiigations issued by the trustees or
receivers of any institution created or existing under the [aws of the Philippines
which, or the assets of which, are being administered under ihe direction of any
court having jurisdiction; Provided, however, That such cettiicates, notes or
oiher obligations are adeguately secu red as to principal and interests.

“(i} Eguipment trust chligations aor certificates which are adequately
secured or other adequately secured instruments evidencing an interest in
equipment wholly or in part within the Philippines. Provided, however, That there
is a right to receive determined portions of rental, purchase or other fixed
abligatory payments for the use or purchase of such squipment.

*{1) Any obligation of any corporation or instifution created ar existing
under the laws of the Philippines which is, on the date of acquisition by the
insurer. adeguately secured and has gualities and characterstics wherein the
speculative elements are not predominant.

“(k} Such other securities as may be approved by the Commissioner.

“{3) Any domestic insurer which has sutstanding insurance, annuity or reinsurance
contracts in currencies other than the natichal currency of the Philippines may invest
in, or otherwise acquire or loan upon securities and nvestments in such currency
which are substantially of the same kinds, classes and investment grades as those
eligibie for investment under the foregoing subdivisions of this section; but the
aggregate amount of such investment and of such cash in such currency which is at
anytime held by such insurer shall not exceed one and one-half times the amount of
its reserves and other obligaiions under such contracts or the amount of s reserves
and other obligations under such contracts or the armount which such insurer is
required by the law of ahy country autside the Republic of the Philippines to be

invest in such country, whichever shall be greater."

SEC. 43, Section EEH. of The.!nsurance Code, a3 amendad, is hereby'




“Gac. 205, An insurance company may {1} invest in equities of other
financial institutions, and (2} engage in the buying and selling of shart-term debt
instruments: Providsd, That any or all of such investments shall be with the prior
approval of the Commissioner, except listed equities of other financial
institutions.”

|
SEC. 44. Section 202 of The Insurance Code, as amended, is hereby

renumbered as Section 206 and its paragraph {a} is hereby amended to read as follows:

{3} Aoquire or construd heusmg oS and, N canneclion with any such projact, may acqulre [and or any rersst
Hesren by purchasa, lmase o olherwise, or use land acqured pursaarst Lo any athar provision al his Sode. Such compamy
may thereafier own, meinlain, manage, callac oF receise noome from, or sk and canyey, any land or Interest therein 3o
acquirsd and 2ny mprovements thereon The aggregane book yae af the irvestmenis of any such mormgany in all such
prmacts shall npd avceed ot the bime of such invesiorenis mwanty Fee per cantum of the Letal ackmittend assets of such
company on the Riry-frst day of December next preceding: Prnaded, That the funds of the eompany far e payment ot
pending claims and obfigations shal nat be weidt for swuch Mwestmars,”

SEC. 45. The old Section 203 of The insurance Code, as amended, is hereby

renumbered as Section 207 and the sections subsequent thereto are accordingly

renumbered until Section 207, which shall be renumbered as Section 211,

SEC. 46. Section 208 of The insurance Code, as amended, is hereby

renumbered as Section 212 and amended to read as follows:

“Sec. 212. (1} All bonds or other evidences of indebtedness having a fixed
termn and rate of interest and held by any life insurance company authorized to do
business in this country, if amply secured and i not in default as to principal ar
interest, shall be valued based an their amortized cost using effective interest
method less impairment and unrecoverable amount based on apprapriate
measurement methods which are genermlly accepted in the industry and
accepted by the Commission. The Commissiongr shall have the power to
determine the eligibility of any such investments for valuation on the basis aof
amortization, and may by regulation prescribe or limit the classes of secunties so
gligible for amortization. All bonds or other evidences of indettedness which in
the judgment of the Commissioner are not amply secured shall not be ligible for
amoartization and shall be valued in accordance with paragraph two. The
Commissioner may, if he finds that the interest of policy halders sq permit or

require, by r.ﬂ‘Fmai regulation penmit o require any class or classes of insurers,

other than Hfe insurance companies, autharized to do business in this :ountw to




value their bunds or uther ewdences of indebtedness in accordance with the
foregoing rule. . o ;

2} The inveét;nems of ail insurers authorized fo do business in this
country, except securties subject to amortization and except as otherwise
provided in this chapter, shall be valued, in the discretion of the Commissioner, at
their market value at their amartized cost using effective interest method less

impaimment and unrecoverable amount or at wvaluation representmg ther fair

market value. If the Commissioner finds that in view of the characier of _

investments of any insurer authorized 1o do business in this country it would be
prudent for such insurer 1o establish a special reserve for possibie losses ar
fluctuations in the values of its investrnents, he may reguire such insurer {o
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
statemnent of an authorized insurer, require such insurer to furnish him complete
financial statesments and audited report of the financial condition of any
comporation of which the securities are owned wholly or partly by such insurer
and may cause an examination to be made of any subsidiary or affifiate of such
insurer as appropriate to specific investments as provided in appropriate circulars
issued by the Commissioner.

*(3) The stock of an insurance company shali be valued a3 follows: a}
listed stocks shall be valued at market value and perindically adjusted to reflect
market changes through a special valuation account to reflect their realizable
value when sold: b} unlisied stocks shall be valued at book value hased on the
latest unquaiified audited financial statements of the company which issued such
stocks: and ¢) 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
controling company in the eamings of l0sses of the controlled company after
acquisition of such stocks.

“(4) The stock of an insurance company shall be valued at the lesser of its
market vatua or its book value as shown by its last approved audited financial
statemnents ar the last repart on examination, whichever is more rgcent. The book
value of 2 share of common stock of an insurance company shall be ascertained
by dividing (@) the amount of #s capital and surplus less the value of all of iis
preferrad stock, if any, outstanding, by (b} the nurnber of shares of its common
stock issued and outstanding. Notwithstanding the foregaing provisions, an

insurer may at its optlc:n value its holdings of stock in & SUbEldIE:l.I'"_.F msurance




company in an amnunt not less than acquisition cost if such acqulis on cost is

less than the ualue determined as hereinbefore provided.

*{5) Real estate required by foreclosure or by deed in lieu thereof, in the
ahsence of a recent appraisal deemed by the Commissioner 10 be reliable, shall
naot 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 incurted by such insurer at such time in connectlun 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 on any
assessments levied for improvements in connestion with the properly. -

“(5} Purchase money mortgages received on dispositions of real property
held pursuant to section [one hundred ninety-eight] shall be valued in an armount
Equhrale.nt to ninety per centum of the value of such real property. Purchase
money mortgages received on disposition of real property otherwise hald shall be
valued in an amaunt not exceeding ninety per centum 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.

“(7) The stock of a subsidiary of an insurer shall be valued on the basis of
the greater of (i} the value of only such subsidiary of the assets of such
subsidiary as would constitute lawful investments for the insurer if acquired or
held directly by the insurer or (i) such other value determined pursuant to
standards and cumulative limitations, contained in a regulatian to be promulgated
by the Commissioner.

“(8) Notwithstanding any pravision contained in this sect_ir:m ar elsewhere
in this chapter, if the Commissioner find that the interests of policyhoiders so
permit of require, he may permit or require any class or classes of insurers
autharized to do business in this country to value their investments or any class
or classes thereof as of any date heretofare or hereafter in accordance with any

applicable valuation or method.”

SEC. 47. The ald Section 209 of The Insurance Code, as amended, is hereby

renumbered as Section 213,

SEC. 48. Section 210 of The Insurance Code, as amended, is hereby

renumbered as Section 214 and amended to read as follows:

"Sec. 214, Every life insurance company, doing husingss in the
Philippines, shall annually make a valuation of all policies, additions thareto,

unpaid dwldends and all ather abligations ouistandmg on the thaﬁy-ﬁst day of
. s — —— .




December of the preceding year. All such valuations shall be ?hadé actording to
the sfz;r:ldard adopted by the company. as prescribed by th_é; C_:nmmissiuner in
af:l:a.r_d—amr:me with internationally accepted sctuarial standards, which standard
shall be stated in its annua! report.

“auch standard of valuation shali be according to a standard table of
mortality with interest at not more than six per centum compound interest. When
the preiiminary term basis is used, the term msurance shall be Ii[nited ta the first
podicy year.

“The results of such valuations shall be reported to the Commissioner on
ar before the thirtieth day of Apnl of each year accomparnied by a swom
staterment of the company's actuary certifying to the figures and stating upon
what mortality table it is based, upon what rate of interest the valuation is made,

and the methods used in ariving at the result obtained.”

SEC. 49. The old Sectian 211 of The Insurance Code, as amended, is heraby
renumbered as Section 212 and the seciions subsequent thereio are accordinghy
remumberad until Section 218, which shall be renumbered as Section 222,

SEC. 50, Section 219 of The Insurance Code, as amended, is hersby
renumbered as Section 223 and amended to read as follows!

“See. 223. Any insutance company doing business in the Philippinas

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 minEurEnce agresment be for any mason carnceled of terminated, e ceding company concamed shad
infoemn the Comrvgsioner in writing af such mancellaion or Wrmination within Wity days irmm the dake of 3uch cance Bstaa

of tammination of fom the date notice or infommaten of such m@needaton o leernnation s eazived by such company as
the case may be."

SEC. 51. Section 220 of The Insurance Code, as amended, is hereby
renumbered as Section 224 and amended to read as follows:

“Se. 224. Every insurance company authorized to do business in the
Philippines shall report o the Commissioner on forms prescribed by him the
particulars of reinsurance treaties or any new treaties or changes in existing

treaties within six months from their effectivity.”




- —as . follows:

% SEC. 52. The ofd Section 221 of The Insurance Code, as amended, is heraby

renumbered as Section 225 and the sectons suhsequéﬂt thereto are accordingly

renumbered untit Section 224, which shall be renumbered as Section 228.

SEC. 53. Section 225 of The Insurance Code, as amended, iz hereby

renumbered as Seciion 228 and amended to read as follows:

~Sec. 229 Within thirty days after the approval of the Board of Directors, every
insurance company daing business in the Philippines shall publish in a
newspaper of general circulation a sypnosis of its audiied annual financial
statements showing fully the conditions of s business and settiné farth its
resources and liabilities, in accordance with such form prescribad by the

Commissioner.”

SEC. 54. A new Section 230 of The Insurance Code, as smended, is hareby

added 1o read as follows:

“Sec. 230. The Commissioner shall have the authority to make, amend,
and rescind such accounting rules and reguiations as may he nacessary to carry
out the provisions of this Code, and define accaunting. technical and trade terms
used in this Code, provided that such shall be in accardance 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
itemns or details 1o be shown in the balance sheet and income statement, and the
methods to be followed in the preparation of accounts, appraisal or valuation o
assets and liabilities. determination of recurming and nanrecurming income,
differentiation of investrnent and operating income, and in the preparatian, where
the Commissioner deems it necessary or desirable, of consolidated balance
sheets or income accounts of any person directly or indirectly controlling or

controfled by the insurance company.”

SEC. 55. The old Section 226 of The Insurance Code, as amended, is hereby

renumbered as Section 231 and the sections subsequent thereto are accordingly

renumpered until Section 227, which shall be renumbered as Section 231,

SEC. BB. Section 228 of The Insurance Code, as amended, is bhereby

renumbered as Section 232 and its paragraphs (g} and {i) are hereby amended to read




“(g) A provision that the insurer will issue to the policyhalder 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 righis set forth in

paragraphs (h), (i} and {j) following;” and

i) A provision that if the group policy terminates or is amended so as to
terminate the insurance of any class of insured persons, evewlpersnn insured
thereunder al the date of such termination whose insurance terminates and who
has been so insured for five years prior to such termination date shall be entitled
to have issued to him by the insurer an individual policy of life insurance subject
ta the same limitations as set forth in paragragh {h}, except that the group policy
may provide that the amount of such individual policy shall not exceed the

amount of the person’s |ife insurance protection ceasing;”

SEC. 57. The old Section 229 of The Insurance Code, as amended, is hereby
renumberad as Section 233 and the sections subseguent thereio are accordingly
renumbered until Section 244, which shail be renumbered as Section 248.

SEC. 58. A new Section 249 of The Insurance Code, as amended, is herahy

added to read as follows:

"Sec, 249. ltis unlawful to: a) present or cause to be presented any false or
fraudulent claim for the payment of a loss under a contract of insurance; and b}
prepare, make or subscribe any writing with intent to present or use the same, or
to allow it to be presented or used 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 five years or both at the discretion of the Court.”

SEC. 59. The old Section 245 of The Insurance Code, as amended, is hereby
renumbered as Section 250 and the sections subsequent thereto are accordingly
renumbeared until Section 247, which shall be renumbered as Section 252.

SEC. 60. Section 248 of The Insurance Code, as amended, is hereby

renumbered as Section 253 and a new last paragraph is added to read as follows:

“No insurance company, life or non-life, or any professional reinsurer, ordered to

be liguidated by the Commissioner under the provisions hereunder may be
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rehabilitated or authorized to transact anew, insurance or reinsurance business,

as the case may be.”

SEC. 61. The old Section 249 of The Insurance Code, as amended, is hereby
renumbered as Section 254 and the sections subsequent thereto are accordingly

renumbered until Section 270, which shall be renumbered as Section 276.

3
SEC. B2. Section 271 of The Insurance Code, as amended, is hereby
renumbered as Section 277 and its paragraphs (4) and (8) are amended to read as

follows.:

(4} The presence in persan ar by proxy of five per cenfum of the members
entitled to vote at any meeting shall conslitute a quorum for the transaction of
business, inciuding the amendment of the Articles of Incorparation andfor the by-

jaws, unless otherwise provided by the by-laws.” and

“(8) All insurers mutualized under the provisions of this chapter shall be subiect
to all other applicable provisions of this Code. The provisions of the Corporation

Code shall apply in & suppletory manner.”

SEC. §3. The ald Section 272 of The Insurance Code, as amended, is hereby

renumbered as Section 278,

SEC. 64. A new Section 279 of The Insurance Code, as amended, is hereby

added to read as follows:

“Sac. 279. A domestic mutual life insurance company doing business in the
Philippines may conveart iiself intc 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 Titie.

“The conversion of a domeslic mutual life insurance company o an
incorporated stock life insurance company shall be carfed out pursuant to a

conversion plan duly approved by the Commissioner.

“The Commissioner shall promulgate such rules and regulations as he or
she may deem necessary to camy out the provisions of this Title, after due

consuitalion with representatives of the insurance industry.
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“All converted insurers under the provisions of this Title shall be subject to all
other applicable provisions of Code. The provisions of the Corporation Code

shall apply in a suppletory manner.”

SEC. 65. The oid Section 273 of The Insurance Code, as amended, is hereby
renumbered as Section 280 and the sections subsequent thereto are accordingly
F

renumbered until Section 275, which shall be renumbeared as Section 282.

SEC. 66. Section 276 of The Insurance Code, as amended, is hereby

renumbered as Section 283 and amended 1o read as follows:

"Sec. 283 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 ereditors in the Philippines, and no policies uncancelled; or its pimary
liabilities have not heen reinsured and assumed by another insurance company
autharized to transact business in the Philippines, as required in the preceding
section, it shall cancel the withdrawing company's certificate of authority, if
unexpired, and shall penmit the insurer to withdraw. The cost and expenses of ail
such examination shall be paid as prescrbed in section [four hundred

seventeen).”

SEC. 67. The old Section 277 of The Insurance Code, as amended, is hereby
renumbered as Section 284 and the sections subsequent thersto are accordingly

renumbered urtil Section 279, which shall be renumbered as Section 286.

SEC. 68. Seclion 280 of The Insurance Code, as amended, is hereby
renumbered as Section 287 and amended to read as follows:

“Sec. 287. Except as otherwise provided in this Code, no person,
partnership, assu.ciation or corporation shall transact any business in the
Philippines as a professional reinsurer until it shall have abtained a certificate of
authority for that purpose frem the Commissioner upon the application therefor
and payment by such person, partnership, association or corporation of the fees
hereinafter prescribed, As used in this Code, the ferm “professional remsurer”
shall mean any person, parmership, association or corporation that transacts

solely and exclusively reinsurance business in the Philippines.
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“The Commissioner may refuse 1o issue a certfficate of authority to any
partnership, association or corporation if, in his judgment, such refusal will hest
pramote public interest. No such certificate of authority shalt be granted fo any
such partnership, association or corporation uniess and until the Commissioner
shall have satisfied himsel by such examination as he may make and such
evidence as he may require that such partnership, association or corporation is
qualified by the laws of the Philippines to transact business therein as a
professional reinsurer,

“Before issuing such certificate of authority of the Commissianer 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.

“The cerlificate of authority shall be valid unless socner revoked or
cancelled by the Commissioner,

"Every such partnership, association, or corporation receiving such
certificate of autharity shall be subject to the provisions of this Code and other

related laws, and to the jurisdiction and supervision of the Commissioner.”

SEC. 69. Section 281 of The Insurance Code, as amended, is hereby

renumbered as Section 288 and amended to read as follows:

“Sec. 288. Any partnership, association, or corperation authorized to
transact solely reinsurance business must have a capitalization of at least two
hillion pesos, paid in cash, of which at least fifty per canturn consists of paid-up
capitat and the remaining partion thereof as contributed surplus, which in no case
shall be less than four hundred million pesos or such capitalization as may be
determined by the Secretary of Finance, upon the recommendation of the
Commissioner. Provided, That twenty-five per centum of the paid-up capital must
be invested in securities satisfaciory to the Commissioner, consisting of bonds or
other evidencas of debt of the Government of the Philippines or its political
subdivisions of instrumentalities, or of government-owned or controlied
corporations and entities, including the Bangko Seplral ng Pilipinas, and
deposited with the Commissioner, and the remairing seventy-five per centym in
such other securities as may be allowed and permitted by the Commissioner,
which securities shall at all times be maintained free from any lien or
encumbrance: Provided, That the aforesaid capital reguirement is  without
prejudice to other requirements to be imposed under any risk-based capitai
method that may be adopted by the Commissioner: Provided. Finalfy, That the
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provisions of this chapter applicable to insurance companias shall so far as

practicable be likewise applicable to professional reinsurers.”

SEC. 70. The old Section 282 of The Insurance Code, as amended, is hereby
renumbered as Section 282 and the sections subseguent thereto are accordingly

renumbered until Section 298, which shall be renumbered as Section 303.

SEC. 71. Section 299 of The Insurance Code, as amended, is hereby

renumbered as Section 306 and its second paragraph is amended lo read as follows:

“No insurance company doing business in the Philippines, nor any agent
thareof, shall pay any commission or other compensation to any persan for
services in obtaining insurance, unless such person shall have first procured
from the Commissianer a license to act as an insurance agent of such company
ar as an insurance broker as hereinafter provided. An insurance agent is an
independent contractor and not an employee of the company represented.

*Insurance agent" includes agency leader, agency manager, ar their equivalent.

“No person shall act as an insurance agent or as an insurance broker in the
solicitation or procurement of applications for insurance, or receive for services in
gbiaining insurance, any commission or other compensation from any insurance
company doing business in the Philippines, or any agent thereof, without first
procuring a license to act from the Commissioner, which must he renewead every
five years thereafter. Such license, which shall ipso facto expire upon termination
of the agent's agreement with the insurance company, 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 insurance agent, being approved and
countersigned by the company such person desires to represent, and shall be
upon a form prescribed by the Cammissioner giving such informalion as he may
require, and upon payment of the corresponding fee hereinafter prescribed. The
Commissioner shall satisfy himself as to competence and trustworthiness of the
applicant and shall have the right to refuse to issue or renew and to suspend or

revoke any such license in his discretion.”

SEC. 72. A mew Seciion 209-A of The Insurance Code, as amended, is hereby

added to read as follows:
“The provisions of Sections 298 and 300 shall apply to an employee who

shall be engaged to sell insurance praducts by an insurance company.
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*Since the insurance industry is imbued with public interest, the insurance
companies upon approval of the Commission may exercise wide latitude in
supervising the activities of their insurance agents o ensure the protection of the

insuring public.”

SEC, 73. The old Section 300 of The Insurance Code. as amended, is hereby
renumbered as Section 307 and the sections subsequent thersto are accordingly

renumbered until Section 318, which shall be renumbered as Section 3&3.

SEC, 74. Section 317 of The Insurance Code, as amended, is hereby

renumbered as Section 324 and its first paragraph is amended to read as follows:

“A cartificate of registration issved to a resident agent shall expire on the thirtieih

day of June of the fifth year following its issuance unless it is renewed.”

SEC. 75. The old Section 318 of The Insurance Code, as amended, is hereby
renumbared as Section 325 and the sections subsequent thereio are accardingly

renumbered until Section 327, which shall be renumbered as Section 334,

SEC. 76. Section 328 of The insurance Code, as amended, is hereby

renumbered as Section 335 and amended lo read as follows:

~Sec. 335. Any adjusters license issued hereunder shall be vaiid until after the
thirtieth day of June of the filth year following the issuance of such license unless
it is renewed: Provided that, such license shall ipso facto expire upon termination
of the independent adjuster's agreement with the insurance compary, or of the

public adjuster's agreement with the insured, as the case may be "

SEC. 77. The old Seciion 322 of The Insurance Code, as amended, is hereby
renumbered as Section 336 and the sections subsequent therefo are accordingly

renumbered until Section 335, which shali be renumbered as Saction 342,

SEC. 7B. Section 2336 of The lnsurance Code, as amended, is hareby

renumbered as Section 343 and its second paragraph is amended to read as follows:

“No cerlificate of registration issued under this title shall be valid after the thirtieth

day of June of ihe fifth year fallowing its issuance unless it is renewed.”
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SEC. 79. The old Section 337 of The Insurance Code, as amended, is hereby
renumbered as Seclion 344 and the sections subsequent therelo are accordingly

renumbered until Section 364, which shail be renumbered as Section 371.

SEC. 80. A new Section 372 of The Insurance Code, as amended, is hereby
added to read as follows:
'
“See. 372. The Commissioner, in consultation with the duly accredited
associations representing the insurance industry, shall adopt and promulgate a
code of conduct to promote integrity, honesty and ethical business practices

among insurance agents, distributors and olher intermediaries.”

SEC. B1. A new Title on Bancassurance and Sections 373 to 375 of The

Insurance Code, as amended, are hereby added to read as follows:

“Title 9
“BANCASSURANGCE

“Sec. 373. The term “bancassurance” shall mean the presentation and
sale to bank customers by an insurance company of its insurance products within
or outside the premises of the head office of such bank duly lcensed by the
Bangko Sentrai ng Pilipinas or any of ils branches under such rules and
regulations which the Commission may promulgate. To engage in
hancassurance, the hank is nat required to have equity ownership of the
insurance company. No insurance company shall engage in the business of
bancassurance unless it possesses all the requirements as may be prescribed by

the Commission,

*No insurance product under this Section, whether life or non-lfe, shall be

issued or delivered unless in the form previously approved by the Commission.
“Sec. 374. Personnei tasked to present and sell insurance products within

the bank premises shall be duly licensed by the Commission and shall be subject

to the rules and regulations of this Act.
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“Sec. 375. The Commission, in coordination with the Bangka Sentral ng
Pilipinas, shall promulgate rules and regulations to effectively supervise the

business of bancassurance,”

SEC. 82. Chapter of the Insurance Code, *Security Fund”, consisting of Sections
355 up to 372 is hereby deleted,

¥
SEC. B3. The old Section 372 of the Insurance Code, as amended, is hereby
renumbered as Section 376 and the sections subsequent therelo are accordingly

renumbered until Section 412, which shall be renumbered as Section 415.

SEC. B4, Section 413 of The Insurance Code, as amended, is hereby
renumbered as Section 424 and amended to read as follows:
“Sec. 415. All trustees shall, before entering in the performance of the
duties of their trust, oblain a certificate of registration from the Commissionar.
"All provisions of this Code governing mutual benefit associations and
such other provisions herein, whenever practicable and necessary, shall he

anplicable to trusts for charitable uses”

SEC. 85. A new Section 425 of The Insurance Code, as amended, is hereby
added to read as follows:

“Sec. 417. The treasurer of a charitable trust shall file a fidelity bond in the

amount commensurate with the value of the frust property in his custody, as may

he determined by the Commissioner.”

SEC. 86. A new Chapter an Trust Business in General and Section 418 ta 422

of The Insurance Code, as amended, are hereby added to read as follows:

"Chapter VII
*“TRUST BUSINESS IN GENERAL

“Sec. 418. An insurance company duly authorized by the Insurance
Commission may engage in trust business, which lrust business shall be separata
and distinct from the general business of the insurance company, without need of
securing a license fram the Bangko Sentral ng Pilipinas. The insurance company
shall act as a trustee or administer any trust or hold property in trust or on depostt for
the use, benefit, or behoof of others. For purposes of this Act, such separate, distinct

and duly authorized trust business shali be referred 1o as a trust entily.
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“Sac. 410. A trust entity shall adminisier property under its custody with
the diligence that a prudent man would exercise in the conduct of an enterpnse
of a like character and with similar aims. No trust entity shall, for the account of
the trustor or the beneficiary of the krust, purchase or acquire property from, or
sell, transfer, assign or lend money or property to, or purchase debl instruments
of, any of the departments, directors, officers, stockholders, or erpplnyees of the
trust entity, relatives within the first degree of consanquinity or affinity, or the
related inlerests, of such directors, officers and stockhoiders, unless prior to the
transaction, such transaction is specifically authorized by the trustor and the
relationship between the trustee and the other party involved in the transaction is
fully disclosed to the ftrustor or beneficiary of the trust.  The Insurance
Commission shalt promulgate such rules and regulations as may be necessary 1o

regulate the conduct of trust business by insurance companies. -

“Cac 420. The trust business and ali funds, properiies or secunties
received by any trust entity as executor, administrator, trustee, receiver, or
depositary shall be kept separate and distinct from the general business of the
insurance company, or allied insurance company inciuding all other funds,
properties, and assets of such trust entity. The accounts of all such funds,
properties, or securities shall likewise be kept separate and distinct from the

accounts of the general business of the Lrust entity.

*Sac. 421. Unless olherwise directed by the instrument creating the trust,
the iending and investment of funds and other assets acrjuired by a trust entity as
executor, administrator, or trustee, shall be limited to loans or investmenls as

may be prescribed by law, and/or the insurance Commission.

“Sae. 422, No assets held by a trust entity in its capacity as trustee shall
be subject to any claims other than those of the parties interested in the specific

trusts.”
SEC. 87. A new Chapter on Registration, Respensibilities and Oversight of Self-
Regulatory Organizations and Sections 423 In 429 of The Insurance Code, as

amended, are hereby added to read as follows:

*Chapter IX
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'REGISTRATION, RESPONSIBILITIES AND OVERSIGHT OF SELF-
REGULATORY ORGANIZATIONS

“See. 429, The Commissioner shall have the power to register as a self-
ragulatory organization, or otherwise grant licenses, and to regulate, supervise,
examine, suspend ar oiherwisa discontinue, as a candition for the operation of
arganizations whose operations are related to or connected with the insurance
market such as but not limited to assaciations of Insurance campa'nies, 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.

*The Cammissioner may prescribe rules and regulations which are
necessary of appropriate in the public interest or for the protection of investors to
govem seif-regulatory organizations and other organizations licensed or
regulated pursuant to the authority granted in hereunder, including but nat limited
fo the requirement of cooperation within and among all participants in the
insurance market to ensure transparency and facilitate exchange of information.

“Gac. 474. An association cannot be registered as a self-regulatory
organization unless the Commissioner determines that:

“ta) The association is so organized and has the capacity to be able to
carry out the purpeses of this 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 reguiations thereunder, and the rules of the
association.

“b) The rules of the association, notwithstanding anything in the
Corporation Code to the contrary, provide that:

(1} Any entity possessing the gqualifications set out in the rules and none of
the disgualifications may become a member of the association;

(ii} There exists a fair representation of its members to serve on the Board of
Directors of the association and in the administration of its affairs, and that
any natural person associated with a juridical entity that is a member shall
himself be deemed to be a member for this purpose;

(il The Board of Directors of the aszociation includes in its compasition: (a)
the president of the association and (b) at least 2 independent directors,

(iv} For the equitable allocation of reasonable dues, fees, and other charges
armang members and other persons using any facility or system which the

association operates or conirols;
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{v) For the prevention of fraudulent and manipulative acts and practices, the
promotion of just and equitable principles of business, angd, in general, the
pratection of the insuring public;

(vi}y That its members and persons associated with its members shall be
approprialely disciplined for violation of any provision ef this Code, the
rules or requlations thereunder, or the rules of the associaiion,

(vii) That a fair procedurs far the disciplining of members and persons
associated with members, the denial of membership {n any person
seeking membership therein, the marring of any person from becoming
associated with @ member thereof, and the prohibition or Fmitation by the
association of any persan with respect to access to semvices offered by the
association or a member thereof.

“Sac. 425, A self-regulatory organization may examine and varify tha

qualifications of an applicant to become: 3 member in accordance with

pracedures established by the rules of the association.

“A self-regulatory organization shall deny membership or condition the
membpership of, an entity, if the entity:

(i) Does not meet the standards of financia! responsibility, operationa!
capability, training, experience, or competence that are prescribed by the
rules of the association; of

{ii} Has engaged, and there is a reasonable likelihood it will again engage, in
acts or practices inconsistent with just and equitable principles of fair
trade.

A sel-requlatory organization may deny membership to an entity not engaged in

a type of business in which the rutes of the association require members to be

engaged.

“Sac 426. Upon the filing of an application for registration as a seif-
regulatory organization under this Title, the Commissioner shall have ninety {20}
days within which to either grant registration or institute a proceeding to
determine whether registration should be denied. In the event proceedings are
instituted, the Commissioner shall have two hundred seventy (270} days within
which to conclude such proceedings at which time it shall, by order, grant or deny
such registration,

“Sec. 427, Every self-regulatory organization shall comply with the
provisions of this Code, the rules and regulations thereunder, and its own rules,
and enforce compliance therewith, ~otwithstanding any provision of the
Comeoration Code to the contrary, by its members, persons associated with its

members ar its participants.
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scac  428. FEach self-regulatory orgarization shall submit to the
Commissioner for prior approval any proposed ruie of amendment thereto,
together with a concise statement of the reason and effect of the proposed
amendment.

“Within sixty (60) days after submission of a proposed amendment, the
Commissioner shall, by order, approve the proposed amendment. Otherwise, the
same may be made effective by the self- regulatary organization.

“In the event of an emergency requiring action for the prntectar:m of the
insuring public, a self-requlatory organization may put a proposed amendment
into effect summarily: Provided, however, That a copy of the same shall be
immediately submitted to the Commissioner.

“The Commissioner is further authorized, if after making appropriate
requesi in writing to a self-regulatory organization that such organization effect
an its own behalf specified changes in its rules and practices and, after due
notice and hearing it determines that such changes have nat been effected, and
that such changes are necessary, by rule or regulation or by order, may aker,
abrogate or supplement the rules of such self-requlatory organization in so far as
necessary or appropriate to eftect such changes in respect of such matters as:

“(@) Safeguards in respect of the financial responsibility of memhbers
and adequate provision against the avasion of financial respansibility through the
use of comporate forms or spesial partnerships;

“(b)  The supervision of market practices,

“(¢)  The manner, method. and place of soliciting husiness;

“td} The fixing of reasonable rates of fees, interest, listing and other
charges, but not rates of commission; and self-regulatory organization

“(e) The supervision, auditing and disciplining of members.

“(n addition to the general powers of the Commissioner over the entities
under hisfher supervision, the Commissioner, after due notice and hearng, Is
authorized, in the public interest and to protect insuring public:

“(a) To suspend for a period not exceeding twelve (12) months or 10
revoke the registration of a self-regulatary organization, or to censure of impaose
limitations on the activilies, functians, and operations of such self-requiatory
organization, if the Commission finds that such a salif-regulatory organization has
willfully violated or is unable 1o comply with any provision of this Code «ar of the
rules and regulations thereunder, or iis 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 arganization,



"(by  To expel from a sel-regulatory organization any member thereof or
any participant therein who is found 1o have willfully viclated any provision of this
Code or suspend for a period not exceeding twelve (12) monlhs for violation of
any provision of this Code or any other laws administered by the Commission, or
the nules and regulations thereunder, or effected, directly or indirectly, any
transaction for any persen who, such member or participant had reasaon to
believe, was violating in respect of such transaction any of such pravisions; and

"¢} To remove from office or censure any officer ar dirlectc:r af a self-
regulatory organization if it finds that such officer ar director has viclated any
provision of this Code, any other law administered by the Commissioner, the
rules or regulations thereunder, or the rutes of such seif-regulatory organization,
abused his autharity, or without reasonable justification or excuse has failed ta
enforce compliance with any of such provisions.

“Sec, 420, (a) A self-requlatary organization is authorized to discipling a
member of or paricipant in such self-regulatory prganization, or any persan
associated with a member, including the suspension o expuision of such
member or participant, and the suspension or har from being associated with a
member, if such person has engaged in acts or practices inconsistent with jost
and equitable principles of faimess or in willful viciation of any provision of the
Code, any other law administered by the Commission, the rules or regulations
thereunder, or the rules of the self-regulatory organization. In any disciplinary
proceeding by a self-regulatory organization {other than a summary proceeding
pursuant to paragraph (b) of this subsection) the self-reguiatory organizalion
shall bring specific charges, provide nolice to the person charged, afford the
person charged with an opportunity ta defend against the charges, and keep a
racard of the proceedings. A determination to impose a disciplinary sanction shall
be supparted by a written statement of the offense, a summary of the evidence
presented and a statement of the sanction imposed.

“th) A self-regulatory organizalion may summanly: {1} suspend a
member, participant or person assaciated with a member who has been or 15
expelled or suspended from any other self-reguiatory oiganization; or (ii}
suspend a member who the seff-regulatory organizalion finds to be in such
financial or operating difficulty that the member or participant cannot be permitted
to continue to do business as a mermber with safety to investors, creditors, other
members, partisipants or the self-regulatory arganization: Pravided, That the self-
regulatory organization immediately nalifies the Commission of the action taken.
Any person aggrieved by a summary action pursuant to this paragraph shall be
promptly afforded an opportunity for a hearing by the association in acgordance
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with the provisions of paragraph (a) of this subseciion. The Commissioner, by
order, may stay a summary action on its own mation or upon appiication by any
person aggrieved therehy, if the Commissioner determines summarily or afier
due notice and hearing {(which hearing may consist solely of the submission of
affidavits or presentation of oral arguments) that a siay is consistent with the
public interest and the protection of the insuring public.

“(c) A self-regulatary organization shail promptly notify the, Cormmission of
any disciplinary sanction an any mermber thereaf or participant tharein, any denial
of membership or participation in such arganization, or the impasition of any
disciplinary sanctian on a person ascociated with a member or a par of such
person from beceming so associated. Within thirty (30} days afier such notice,
any aggrieved person may appeal to the Commissioner from, of the
Commissioner on its own motion within such period, may institute review of, the
decision of the self-regulatory organization, at the conclusion of which, afier due
notice and hearing {which may consist solely of review of the record before the
self-regulatory organization), the Commissioner shall affim, modify or set aside
the sanction. In such proceeding the Commissioner shall determing whether the
aggrieved person has engaged or omitted 1o engage in the acls and practices as
found by the self-regulatory organization, whether such acts and praclices
canstitute willful violations of this Code, any other law administered by the
Commission, the nies or regulations thersunder, of the rules of the self-
requlatory  organization  as specified by such organization, whether siuch
provisions Wers applied in a manner consistent with the purposes of this Code,
and whether, with due regard for the public interest and the protection of

investors the sanction is excessive of oppressive.”

SEC. 88. A new Chapter on Confidentiality and a new Section 430 of The

insurance Code, as amended, are hereby added to read as follows:

*Chapter X
“CONFIDENTIALITY

“Gae. 430, Al life insurance companies doing business in the Philippines
are hereby required to inform persons applying for life insurance as well as
persons proposed for insurance that as part of the underwriting procedure, a
report may be abtained by the insurance company that will provide it with
applicatle and relevant information regarding the person’'s health, mode of living,

and other personal packground as gathered from the person himself, from the
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results of any required physical examination, from the reports obtained from
physicians or other medical personnel, instilufions of faciiities where the person

had been atiended, or, in genaral, from any other SQUrces.

«all these information in relation to the parson’s insurability shall be treated
as confidentiat and shall not be disclosed by the life insurance company. its
directors, officers, employees, agents, brokets, or other business partners, in any
farm or manner, unless otherwise required by faw, by lawful ﬁrdler of a Court of
competent jurisdiction, or upon the written permission of the person himself,
provided, however, that the iNSUrance compary may release information in its file
to other life insurance companies to whorn the person may apply for life, accident

ar health insurance, or to whom a claim for benefits may be submitted.”

SEC. 89. A new Chapter on Taxation and a new Seclion 431 of The Insurance

Coade, as amended, are hereby added to read as follows:

“Chapter Xl
“TAXATION

“Sec. 431. The death benefits received under a life insurance policy shall

be exempt from all taxes.”

SEC, 90. Chapter VIl on The Insurance Commissioner ef The Insurance Code,
as amended, is hereby renumbered as Chapter X!l

SEC. 91. Section 414 of The Insurance Code, as amended, Is hereby
renumbered as Section 432 and amended to read as follows:

“Gac. 432. The Insurance Commissioner shall have the duty to see that all
laws relating to insurance, insurance companies and other insurance matters,
mutual benefit associations, and trusts for charitable uses are faithfully executed
and to perform fthe duties imposed upen him hy this Code, and shall,
notwithstanding any existing laws to the contrary, have sole and exclusive
autharity to regulate the jsguance and sale af yariable contracts as defined in
section [two hundred thirty-twa] and to provide for the licensing of persons selling
such contracts, and to issue such reasonable rules and requiations goveming the
same.

*The Commissicner may issue such rulings, instruciions, circulars, orders

and decision as he may deem necessary to secure the enforcement of the
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provisions of this Code, o ensure the efficient regulation of the insurance
industry in accordance with giobal best practices and to protect the insunng
public, subject to the approval of the Secretary of Finance. Except as otherwise
specified, decisions made by the Caramissioner shall be appealable to the
Secretary of Finance.

“In addition to the foreqoing. the Commissicner shall have the fallowing
powers and functions:

'

“a) Formulate policies and recommendations on issues conceming the
insurance industry, advise Congress and other government agencies on all
aspects of the insurance industry and prepose legislalion and amendments

theretq;

“b) Approve, reject, suspend revoke or require amendments to registration

and licensing applications provided for by this Code;

*g) impose sanctions for the violation of laws and the rules, regulations

and orders issued pursuant thereto;

*d} Prepare, approve, amend or repeal rules, regutations and order, and
issue opinions and provide guidance on and supervise compliance with such

rules, regulations and orders;

“g) Enlist and aid and support of and/or deputize any and all enforcement
agencies of the Government, civil or military as weli as any private instibriion,
cormporation, firm, association or person in the implemantation of its powers and

functions under this Code;

“f) Issue cease and desist orders to prevent fraud or injury to the insuring

pubilic;

“g) Punish for contempt of the Commission, both direct and indirect, in
accordance with the pertinent provisions of and penalties prescribed by the Rules
of Court;

“hy Compel the officers of any registered insurance carporation or
association to call meetings of stockholders or members therecf under its

supenvisions,



“i} Issue subpoena duces tecum and summon witnesses to appear in any
proceedings of the Commission and in appropriate cases, order the examination,
search and seizure of all documents, papers, files and records, tax returmns, and
books of sccounts of any eniity or person under investigation as may be
necessary for the proper disposition of the cases before it, subject to the
provision of existing laws; )

‘i Suspend or revoke, afler propef notice and hearing the license ar
certificate of authority of any enlity or person under its regulation, upon any of the

grounds provided by law;

*k) Comduct of examination to determine compliance with laws and
regulations if the circumstances so warrant as determined by appropriate rules

and regulaticns,

“l} Regular investigation which shall nat be oftener than once a year from
the last date of examination to determine whether an institution is conducting its
business on a safe an sound basis; Provided, That, the deficienciesfimegulanties

found by or discovered by an audit shall be immediately addressad;

“m} Inquire into the solvency and hquidity of the institutions under its
supervision and enforce prompt corrective action; and
| “k) Exercise such other powers as may be provided by law as well as
those which may be implied from, or which are necessary of incidental to the
canying out of, the express powers granted the Commission 1o achieve the

objectives and purposes of these laws."

SEC. 92. The old Section 415 of The Insurance Code, as amended, is hereby
repurnbered as Section 433 and the sections subsequent thereto are accardingly

renumbered until Section 424, which shall be renumbered as Section 442
SEC. 93. This Act shall alsa amend the section numbers referred to in The

Insurance Code to reflect the renumbering resulting from the amendmenis brought
about by this Act,
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SEC. 94, Separability Clause. If any provision or part hereof, is held invalid or

uncanstitutional, the remaingder of the law or lhe provision not otherwise affected shall

remain valid and subsisting.

SEC. 95. Repealing Clause. All laws, decrees, orders, rules and regulatiens or

parts thereof, inconsistent with this Act are hareby amendad or modified accardingly.
SEC. 96, Effectivity. This Act shall take effect fifteen (15) days foilowing the

completion of its publication in the Official Gazetie or in two {2) national newspapers of

general circulation.

Approved,
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FIFTEENTH CONGRESS OF THE - -

REPUBLIC OF THE PHILIPPINES )
First Regular Session }
HOUSE OF REPRESENTATIVES

H.No. 26 22

Intreduced by Teadorico T. Haresco .r.

EXPLANATORY NQTE

in 2003, Typhoan “Ondoy” and "Pepeng” claimed not only hundreds of fives, but also
destroyed number of properties costing billions of pesos. In infrastructure alone, ‘Ondoy”
damaged Php 3.8 Billion worth of properties, while damages brought by “Pepeng” amounted
lo Php 1.09 billion, 1

Consequently, insurance claims reached billions of pesos right after the devastating
typhoons. According to the National Insurance Commission (NIC) Commissioner Eduarda
Malinis, Philippine Insurers and Reinsurers Association {PIRA) estimated that thefe were
about Php 11 billion worth of property claims from the victims of the typhoons and anothar
Php 1 billicn from mator vehicles.

Unforunately, some insurance companies used the “Acts of God" clause in
insurance policy to avaid payments to insured car owners, leaving comorehensive
insurance plan holders helpless in the midst of enormous losses, despite the fact that their
moter vehicles are covered hy comprehensive insurance palicy.

This bill seeks to propose that in case of a comprehensive motor vehicle mslirance,
na policy shali be issied and deliverad in the Phifippines unless it contains in substance the
provision that comprehensive motor vehicle insurance shall cover all foruitous events, such
as floods, landslides, typhoon, volcanic sruptions, earthquakes and other related natural
calamities provided that the accident, loss, damage or liability is direcly or indirectly,
proximately or remotely occasioned by, contributed to by or raceahle to, arising aut of, crin
connection with the aforementioned natural events. Such inclusion of fortuitous events in
the comprehensive malor vehicle insurance shall be subject to additional fees, as may be
prascribed by the Insurance Commission.

In view thereof, the passage of this bill is eamestly sought.

TECDORICO T. HARESCO JR.

Representative
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FIFTEENTH CONGRESS OF THE )
REPUBLIC OF THE PHILIPPINES )
First Regular Session )

HOUSE OF REPRESENTATIVES
H.No. 2672

Introduced by Teodonico T. Haresco Jr,

AN ACT
AMENDING SECTION 385 OF PRESIDENTIAL DECREE NO. 1460, AS AMENDED BY
PRESIDENTIAL DECREE 1455, OTHERWISE KNOWN AS THE INSURANCE CODE QF
THE PHILIPPINES

Be it enacted by the Senate and ihe House of Representatives of the Philippines in

_Congress assembied:

SECTION 1. Section 385 of Presidential Decree 1480 otherwise known as the Insurance
Code, as amended by Presidential Decree 1455, is hereby amended to read as follows:

"Section, 385, The insurance company concerned shall forthwith ascertain the fruth
and extent of the claim. and make payment within five working days after reaching, an
agreemeni. If no agreement is reached, the insurance company shail pay only the "no fault®
indemnity provided in section three hundrad saventy-eight without prejudice to the claimant
from pursuing his cfaim further, in which case, he shall not be required or compelied by the
insurance company to execute any quit-claim or document releasing it from Kability under
the policy or insurance or surely bond issued.”

IN CASE OF A COMPREHENSIVE MOTOR VEHICLE INSURANCE, NO POLICY
SHALL BE ISSUED AND DELIVERED N THE PHILIPEINES UNLESS IT CONTAINS IN
SUBSTANCE, THE PROVISION THAT COMPREHENSIVE MOTOR VEHICLE
INSURANCE SHALL COVER ALL FORTUITOUS EVENTS, SUCH AS FLOODS,
LANGSLIDES, TYPHCON, VOLCANIC ERUPTIONS, EARTHOUAKES, AND OTHER
RELATED NATURAL CALAMITIES, PROVIDED THAT THE ACCIDENT, LOSS, DAMAGE
OR LIABILITY 1S DIRECTLY OR INDIRECTLY, PROXIMATELY OR REMOTELY

OCCASIONED BY, CONTRIBUTED TO BY OR TRACEABLE TO, ARISING OUT OF, OR
IN CONNECTION WITH THE AFOREMENTIINED NATURAL EVENTS. | :
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SUCH INCLUSION OF FORTUITOUS EVENTS IN THE COMPREHENSIVE
MOTOR VEHICLE INSURANCE SHALL BE SUBJECT TO ADDITIONAL FEES, AS MAY
BE PRESCRIBED BY THE INSURANCE COMMISSION.

In case of any dispute in the enforcement of the provisions of any palicy issued
pursuant to this Chapter, the adjudication of such dispute shall bé within the ariginal and
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hundred sideen *
SECTION 2. Repealing Clause. Al laws, executive orders, niles and requlations or any part
thereof inconsistent herewith are deemed repealed, modified or amended accordingly,
SECTION 3. Separabifity Crauée. In case any provision of this Act is declared
unconstitutional or invalid, the other provisions hereaf which are not affected theraby shall
conbinue in full force and effect,
SECTION 4. Effectivily. - This Act shall take effect fifteen {15) days after its publication in
two (2) national newspapers of general circulation.

Approved,




Republic of the Philippines
HOUSE OF REPRESENTATIVES
Batasang Pambansa, Quezon City

FIFTEENTH CONGRESS
First Regular Session

29883

HOUSE BILL NOD.

INTRODUCED BY REP. JOSEPH VICTOR G. EJERCITO

EXPLANATORY NOTE

we have witnessed the costly devastation brought by strong typhoons
~Ondoy” and "Pepeng” te our people’s lives and properties. Insurance
claims frem water-logged motor vehides reached biliions of pesos. It
is, however, unfortunate that some insurance companies. deliberately
resort to “Acts of God" clause in insurance policy to avoid payments to
insured car owners, leaving comprehensive {nsurance plan helders
helpless in the midst of enormous losses.

This is a deceptive policy of several insurance companies which refuses
to indemnify owners of motor vehides, despite the fact that their
motor vehicles are covered by comprehensive insurance policy-

This bil! seeks ta address this scenario by proposing an amendment to
the Insurance Code.

Under this legislative measure, it is proposed ihat in case of a
comprehensive motor vehide insurance, no policy shalt be issued and
delivered in the Philippines unless it contains in substance the
provision that comprehensive motor vehide insurance shall cover all
fortuitous events, such as floods, landslides, typhoon, volcanic
-eruptons, earthquakes and other related natural calamities provided
that the accident, loss, damage or liability is directly or indirectly,
proximately or remotely occasioned by, contributed to by or traceahle
to, arising out of, or in connection with the aforementioned natural
events.

Such inclusion of fortuitous events in the comprehensive rmator vehicle
insurance shall be subject to addidonal fees, as may be prescribed by
the Insurance Commission.

In view thereof, earnest approval of this bill is requested.

_‘_Q_b:;

JOSEPH VICTOR GEJERC

ITO




Republic of the Philippines
HOUSE OF REPRESENTATIVES
Batasang Pambansa, Quezon City

FIFTEENTH CONGRESS
First Raguiar Session

HOUSE BILL KO, 29845

INTRODUCED BY REP, JOSEPH VICTOR G. EJERCITO

AN ACT

AMENDING SECTION 385 OF PRESDENTIAL DECREE NO. 1460,

AS AMENDED

KNOWN AS THE INSURANCE CODE OF THE PHILIPPINES

BY PRESIDENTIAL DECREE 1455, OTHERWISE

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

SECTION 1.

known as the Insurance Code, as amended by Presidential Decree
1455,

is hereby amended to read as foliows:

"Section 385. The insurance company concerned shall
forthwith ascertain the truth and extent of the claim and
make payment within five working days after reaching an
agreement. If no agreement is reached, the instrance
company shall pay only the "no fault” indemnity provided
In section three hundred seventy-eight without prejudice
to the daimant from pursuing his daim further, in which
case, he shall not be required or compelled by the
insurance company to execute any quit-daim or document
releasing it from liability under the policy or Insurance or
surety bond issued.”

"IN CASE OF A COMPREHENSIVE MOTOR VEHICLE
INSURANCE, NO POLICY SHALL BE TISSUED  AND
DELIVERED IN THE PHILIPPINES UNLESS IT CONTAINS IN
SUBSTANCE, THE PROVISION THAT COMPREHENSIVE
MOTOR WVEHICLE INSURANCE SHALL COVER ALL
FORTUITOUS EVENTS, SUC AS FLOQDS, LANDSLIDES,
TYPHOON, VOLCANIC ERUPTIONS, EARTHQUAKES, AND
OTHER RELATED NATURAL CALAMITIES; PROVIDED, THAT
THE ACCIDENT, LOSS, DAMAGE OR LIABILITY IS
DIRECTLY OR INDIRECTLY, PROXIMATELY _ -OR REMOTELY
OCCASIONED BY, CONTRIBUTED TELBH&TR&CEAELE
TTD_ ARISING DUT OF, DR IN CONN i'-r-ﬁu ;..—WI[H THE

Section 385 of Presidential Decree 1460 otherwise

1M



"SUCH INCLUSION OF FORTUITOUS EVENTS IN THE
COMPREHENSIVE MOTOR VEHICLE INSURANCE SHALL BE
SUBJECT TO ADDITIORAL FEES, AS MAY BE PRESCRIBED
BY THE INSURANCE COMMISSION,

*In case of any dispute in the ernforcement of the
provisions of any policy issued pursuant to this Chapter,
the adjudication of such dispute shall be within the original
and exclusive jurisdiction of the Commissioner, subject to
limitations provided in section four hundred sixteen.”

SEC 2. Repealing Clause. — All laws, executive orders, rules and
regulations or any part thereof inconsistent herewith are deemed
repealed, medified or amended accordinghy.

SEC 3. Separability Clause. — In case any provision of this Act is
declared uncenstitttional or invalid, the other provislons hereof which
are not affected thereby shall continue in full force and effect.

SEC 4, Effectivity. — This Act shall take effect fifieen {15) days after
its pubiication in the Official Gazette ar in at teast two {2) newspapers
of general circulation.

Approved,
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HOUSE OF REPRESEHT&HVES
Quezon Oty
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House Bill No- 3797

Introduced by Honorable Répresentaﬁue
HERMILANDO I. MANDANAS
5™ pistrict, Batangas

AMENDED, OTHERWISE KNOWN AS THE INSURANCE CODE, AS
AMENDED BY PRESIDENTIAL DECREE NOS. 1141, 1280, 1455,
1460, 1814 AND 1581, AND BATAS PAMBANSA BLG. 874, AND

FOR OTHER PURPOSES

EXPLANATORY NOTE

This bill seeks to amend Presidential Decree No. 1460 (FD 1464) as
amended, otherwise known as e Insurance Code of 1978", Thirty two
years of expenence under the Insurance Code adopted in 1978 marked by
monumentat changes and development in the warld of commerce, trade
and indusiry have exposed the unsuitability of certain provisions of the
Insurance Code and their inadequadies to address the emerging issues n
the field of Insurance and changing business dimate in bath the domestic
and foreign markets. In the lignt of this development, it has become
imperative upon our 1awmakers to attune our insurance laws to the
prevailing economic conditions if the insurance industry is bo remain an
engine of economic growth.

A sound and effident insurance industry is critical in pramoting our
country's  financial - growth and developing our national EcONQMmYy.
Jnsurance provides ecanomic protaction and financiat security to the policy
owners and their dependents. Tt significantly contributes bo capital market
development and savings mobilzation which can be tapped to finance
vatious investmerts and other productive economic activities. It is an
efficent form of raising much needed capital to fuel our ECONOY and
provides a stable and rich source of long-barm capital which is citical in
our national development. IS long term investments offer more ideal
source of financng that satisfy the needs of both. the public and the
private sector, Insurance products are vehicies for increasing our natonal
wealth in memnfﬁnancialsavilmgsgenemted from the policy OwWhners.
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Its pension and retirement plans efficentdy supplement, if not substitute,
for the declining state-provided sociat secwity programs. In @ way, the
insurance ndustry encourages and empowers the people to provide for
their own retirement instead of just retying on the gqovemment welfare
program and dole-outs. Tt is aitcal that a healthy and stable insurance
industry is promoted and maintained to make it more dynamic and
responsive to the increasing needs of our people and the demands of the
changing economic corditions.

In pursuing this major legislative initiative, it is our intenton to .
formulate 2 legislative framework which shall enable the insurance -
industry to sufficiently cope with the new trends and challenges both in
the domestic and fareign insurance mavkets. Qur objective is tv enhance
. the growth of the industry Dy maintaining a safe, sound and stong
: industry which will enable the insurers to efficdently achieve their business
' ends and expand their insurance activities that will further promote the
secutity, protection and interest of the Insuring public. This bl introduces
significant changes to the present Code. However, despite the seweral
changes proposed by this Gill 1o The Insurance Code of 1578, many
! i ralevant provisions thereof which have served us well in the past are
! retained. This legisiative measure has also incorporated the relevant
o circulars. and requlations issued by the Insurance Commission in the
rourse of its pnxdent regulation and supervision of the insurance indusiry.
We have also adopted new insurance activities and business madels such
| as micro-insurance.and bank assurance to reflect current developments ip

the industry. This bill is also introduce to further reinforce the authority of
| ~° the Insurance Commission to effectively pursue its mandate and prudentty

perform its regulatory functions particularty in enhancing the intesest of
I the insuring public. We strongly believe that jegislative intervention and
' ' : structural reforms are needed to strengthen and revilize the insurance
‘_' _ industry and make it 2 robust portner of our govemment in pursuing
i - economic development for the greater benefit of our people. Amending
5 _ the Insurance Code shall not only sustain the gains of the insurance
| © industry and accelerste its further growth but shall develop a strong
domestic insurance industry which can fairty compete with foreign insurers
once the ASEAN Econosic Market ts launched in 2015,

am

™
LY

1y view Of the foregoing, the approval of this bill is earnestly
requestad.

| REP, HERMILANDO [. MANDANAS
20 District, Batangas
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Inroduced by Homorable Representative
HERMILANDG L MANDANAS
2™ District, Batangas

AN ACT AMENDING PRESIDENTIAL DECREE NQ. 612, AS AMENDED, QOTHERWISE
KNOWN AS THE INSURANCE CODE, AS AMENDED BY PRESIDENTIAL DECREE NOS.
141, 1280, 1458, 1460, 1514 AND 1931, AND BATAS PAMBANSA BLG. 874, AND FOR
OTHER PURPOSES.

8e it enacted by the Senafe and House of Representatives of the Phiippines
in Congress assembled

SECTION 1. Titla. - This Asl chall be known as “The insurance Cogde of 20108,

SEC. 2. Sacton 1 of the insurancs Code, as amended, is hereby amended {o mad a5
Folliow's:

*Saction 1. This Act shall be known 35 “The insurance Cogde of 2010,

SEC. 3. Section 2, paragraph 2{d) of The Insurance Code, &5 amended, is hereby amended
to read as fokows:

*(¢) doing or proposing to do any business in subsmnce equivalent 10 any of the foregoing in
a manoer designed to evade the provisions of this Code, inciuding the practice of seif-
insurance by any person ar entiy extending life insurance or similar protection D s
bamowers, depositors, diants or third parties. *

SEC. 4. Secton 3 of the nsurand Code, as amended, is hereby amended o read as
foliows:

“Seq. 3, Any contingent of unknowrn event, whether past or fuiure, which may
dampty 2 parson having an insuUrmMake inenest oF creAtk A lakity BoaLhe P, My B8 insured
against, subject to the provisions of this chapler.

“The consent of the spouse i not necessary for the validity of an insurance policy
taken out by 2 marnied person on his or her ife or that of his ar her children.

=All rights, title and intecest in the policy of Insurare tEken out by an arignal ownel
“on the life or neaith of the persen nsured shall automatically vest in the latier upon the death
" of the onginal owner, unkess othenwse provided for in the pakicy.”

SEC. 5. Taction 6 of Thalnmancecm.asmndad,ishaehymemedmmﬁ
follcrws: '

*Sec, §. Every corporatin. partnership, or association duly authorizad to transact
insurance business as elsewhere provided in this coxde, may be an insurer




SEC. 6. Section 12 of The Insurance Code, as armenced, is hereby amendead ta read a5 follows:

“Sac. 12. The interest of a beneficiary i a life insurance poiicy shall be fodfeired when
\he beneficiary is the principal. BECOMpPIcE, O ACCessOry in witlfully bringing about the geath of
the insured. In such a case, the share forfeited shall pass on o the other beneficanes, uniess
othenwise disqualiied. (n the absence of other beneficianes, the proceeds shall be paid m
acrordance with the policy contract if the pckey contract is silent, the proceeds shall be paid 10
the insured's estate.”

SEC. 7. Section 45 of The Insuance Code, as amendsad, is hereby amended to read as follows:

vaen. 45 If a representation s false in a malerial point, whether affirmative or promissory,
the inured party is entiled to rescind the contract from the time when the representation
becomes faise”

SEC. 8. The last paragraph of Section 50 of The Insurance Code, as amended, is herely
deletad.

SEC. 5. Saction B0 aof the Insurance Code. as amended, i hereby amended 1o read as folows.

"Sac. BO. An aopan palicy is ang in whach the value of the hing insured 15 not agreed
upan, and the armount of the insurance merely represents the insurer's maximum ligbifity The
value of such thing insured shail D ascedained at the time of the l0ss.”

SEC. 10. Seciion B4, paragraph (f) of The Insu@nce Code, &35 amended is herahy ameanded fo
read as follows:

(T} discovery of othar insLrance coverage that makes the wokak insurance in excess of the
value of the property insured: or a deterination by Eve Commissioner that tve conbnuatcn of the
palicy would viclate or would place the nsurer in vialation af this Code.”

SEC. 1. Section 85 of The Insurance Code, as amendad, |8 hereby amended (o read as olows:

Sec. BS. Al notices of canceliation mentiongd in the preceding section shat .be in
writng, mailed or daivered @ the named insred at the address shown i the poficy or o hig
broker, and shall state {a) which of the grounds set forth in section sixty-four 13 refied upan and
{b) that, upon written request of the named insured, the insurer will furnish the facts on which the
canceliation is based.

SEC.12. Section 77 of The Insurance Code, as amended, is herely amended ta read as failows:

“Sac. 77, Aninsurer is entited 10 payment of the pramiurn a5 500 4% the thing insured 5
exposed to the perl Ins ured agalnst Notwithstanding any agreament 1o tha contrary, ne palicy 7
contract of insurance issued by an nsurance company i valid and binding uniess and until the
premium therecf has been paid, except n e case of a life or an industial life policy whenever
the grace pefiod provisin applies, of whenaver under the agency agreements with duly
licensead intermediaries. 2 90-day credit extansian is giver. Mo credil exfension to a duly licensed
intermediary should exceed X-days from date of issuance of the policy. Payments of premium to
brokers are not onsidered payment of premium e the insurers.”
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SEC. £ A new Section 78 of The Insurance Code, as amended, is heraby added to read as
follows:

sSec TH., An empoyes af the Reputkc of the Phiippines, includirg s polinca’
subdivisions and instrumentalities. ard govemment owned o conirclled corporatians, may pay
his insurance premium and loan phligatons through salary daduction: Provided, he treasurer.
cashier, paymaster or official of the entity employing the government employes is authonzed.
notwithstanding the proytsions of any pxisting law, rules and regulations to the cortrary, to make
deductions from the salary, wage of income ot the latter pursuant to the agreement beraeen he
insurer and the gavemment empiayes and to remit such deductions 1o tha insurar concemed, and
eoflect such reasanable fee for its services.”

SEC. 14. The olid Sacton 78 af The Insurance Code, as amended, is hergby renumberer! a5
Saction 78 and the seclions subseguent theretn are accordingly renumbered unbl Section 840,
which shall be ranurnbered as Section 81.

SEGC.15. Section 81 of The Insurance Coce, as amended is hereby renumbered as Sechan 82
and amended to read as follows:

‘Sec. 82, A person inswed IS entitied to retwm of the premwm when the comtract 15
voidable and subsegquentty annulied under the provisions of the Civil Code; or, on account of
fraun oF intentional mMisrepresantatian of the insurer, or of his agent, or on socount of fects, the
existence of which the insured was ignorant without his fault or when by any detault of the
insured othar than actual fraud, the insurer never incurrad any Lability under the policy.

*A person insured is not entitied 1o a return of premium if the palicy is annulled, rescinded
or if a claim & denied by reason of nis fraud or misrepresentation.

SEC. 18. Section 82 of The insurance Code, as ameanded, is herehy renumbered as Section 53
and amended 1o read as folows!

*Gec. B3, In case of an over-insurance by seweral insurers other than e, the msured is

eniiied to a ratable retum of the premiim, propartioned o the amount Dy which the aggregaie

sun insured in all the policies exceeds the insurable value of the thing at nsk.” -

SEG. 17. A new Section B4 of The insurance Cade, as amendead, is hereby atded io read as
followss,

“Sac. B4, An insurer may coniradl and accept payrments, in addition to reguikar Premium,
for the purpose of paying future pramisms on the policy or to increase the benefis thereol™

SEC. 18. The old Section 83 of The Insurance Cade, as amended, is herepy renumbered 3s
Section 85 snd the sections subsequent thereto are accordingly renumbered until Secaon §7.
which shall be renumbered as Sectian §9.

SEC. 19, Section B8 of The Insurance Lode, as amendsd, is hereby renumbered as Seclion 90
and amended io read a5 foliows

"See. 00 In case of loss, an nsurer is oxpoecated, if notice thereof De nat given 1o him twy
an insured, or SOME persan anttied 1o the benafit of the insurance, withaul unnecessary defay
from oecurrence of the loss. In case af death, an insurer is likewiss axgnarated i nohce hereof
be not given the insurer without unnecessary delay from discovery of death.”
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SEC. 20. The oid Sectian 8% of The insurance Gooe, a5 amended, is hereby renumbered as
Seotion 37 and the sections 5ubse] uent thereto ane according.y renumberad until Sactian 93,
wihich shall be renumbsred a5 Secoon g5,

SEC. 21. Section 84 of The Insurance Code, as amended, is hereby renumbered a5 Sechon 96
and amended to read as follows:

'war OF. Where the insured, i a polcy other than life, is owerinsured by double
INSUMANCE;

“fay The ingured, unlkess the palicy otherwise provides, may claim payment from the
ingurers in guch oriler @s he may select up fo the armount far which the insurers are severzly
iisble under their respective Contracts

“{b) Where the paticy under which the insurec claims is a valued policy, any surm received
by him under any other policy cnall be deducted from the vaiue of the policy without regand o the
actual value of the subject matter insured:

“(c} Where the policy under which the nsured claims is an unvalued policy any sum
received by him under any policy chall be deducted against the full insurgdle value, for any suMm
recenved by him under any policy.

"(d) Wherg the insured receives any sJm in excess of the valuation in the case of valued
palicies, or of the insurable value in the case of unvalued policies. he must hold such sum in ust
for the nsurers, according to their right of contribution among lhemsatves;

-(&) Each insurer is bound. as between hwnself and the ather insurers, 1o contrioute
ratably to the 10ss in proportion 1o rhe amount for which he is liable under his contract "

SEC. 22. The old Section 85 of The Insurance Code, as amended, i§ hereby renurnbered as
Section 5T and the sections subsequent thergka are accordingly renumbered umil Sector 178,
which shall be renumibersd as Section 180.

SEG. 23. Sectian 178 of The Insurance Code, 35 amended, is herehy renumbersd as Section
181 and amendad to read as follows!

sher 181, Life insurance is insurance on human lives and insurance apper@aining therelo
or connecied therewith.

. “Every contract or undertaking for the payments of annuities including contracts for the
payment of jump sums under 2 retirement program where a life msurance company manages or
artm @s a trustes for such relirement program shall be considered a life nsurance contract for
purposes of this Code.

“a life insurance policy may also be taken by an individual who intends to rave! by ship
o awrpiane, Such polcy anmil be sffectve gy ounng tho coursg of tha traw.l.®

aEC. 24, Sechon 180 of The Insurance code, 85 amended, is hereby renumbered 25 Sechon
157 and amendad 1o read as follows:

“Sac. 182, An insurance upon lite may be made payable pr the death af tha person, of

on his surviving a specifiet pefiod, or Otherwse coniingently on the continuance ot cessabon of
lifa.




"Every contract or piedge for the payment of endowments ar annuities shall be
considerad a life insurance contract for purpose of this Code.

“In the absenca of a judicial guardian, the father, or in the latter's absence ar incapaciy,
the maother, or any minar, who is an insured or a beneficiary under a contract of kfe, health or
atcident insUrance, may exercise, in behalf of saxi minor, any right under the palicy, withoat
necessity of court authonty or the giving of & bond, where the irterast of the minor in the
particular act nvolved does not exceed two hundred ity thousand pesos or in such amourl as
may be determined by the Cammissioner. Such rght may include, but shall nat be timited 1o,
ohmming a policy loan, sumendering the poficy, receiving the praceeds of the palicy, and givireg *
the minors consent to any Tansactan on the pokcy.

i the absence of in case of the incapacity of the father or mother, the grandparenk, the
aldast brother of sister at least eighteen years af age, or any relative wha has achual custody of
the minor inswred or beneficiary, shatl act as a guardian without need of a court ordar or judicial
appoingment as such guardian, 2s lcng as such person is not othermise disquaified of "
incapacitated Payment made by the insurer pursuant 1o this section shall relieve & of any liability
under the contract.”

SEC. 25, The ald Section 180-A of The Insurance Code, 25 amended, is hereby renumbered 83
Saction 183 and the sections subsequent theretn are accordingly renumbered until Secban 183,
which shail be renumbered as Section 186,

SEC. 26. A now Titie on Microinsurance and a new Section 187 of The insurance Code, as
amended. are hereby added to read as [oliows: C
“Title &
SMICROINSURANCE

“Sec. 187, The erm “microinsurance” shall mean an achivity praviding specifc insurance,
insurance-like and other similar products and services that mest the neads of the low-income
sector for fisk protection and reiisf against distress, misfortung and other contingent events. This

shall include all forms of insurance, insurance-fike and other similar activities with the fcilowing
feahiras;

a  Premiyms, conrbutions, fees of chamges ae collectedideducted poor o the accurence
of the a contingent event; and

b Guarankesd benafits ame provided Upon OCCUTENGE of 2 contingent event.

Mo insurance campany shall engage in the business of micrpinsurance unbess i
possessas all the requirements as may be prescribed by the Commissioner. The Commissioner
shall issue such rules and reguiations gaverning mmicioinsu rance.”

SEC. 27. Section 184 of The Insurance Code, as amended, is hereby renumbered as Secbon
1B%& and amended to read as folows:

“Sac. 188. For purpases of this Gode, ihe lerm “nsurer” of insursnce company” shal,
include all partnerships, associations, o corparalions, including government-owned or controfled
corporations or enfities, engaged as principals in the insurance HusINess. Unlgss the context
otherwise requires, the terms shali also indude professicnal reinsumees defined in section [two
hundred eighty]. "Domestic company” shall ndude companies formed, organized o existing
under the laws of the Philippines. Toregn company” when used without limdaion shall irclude
companies formead, organized of existing under any laws ather than those of e Philippines.”




SECG. 28. Section 183 af The Insurance Code. as amended, is hereby renumberad as Secton
189 and amended to read as foliows:

“Sac. 189, The pravisions of the Corporation Code, a5 amended, shall apply to
insurance comporatiuns naw of hereafter engaged in business in the Philippines insofar as ey gdo
act conflict with the provisians of this chapter ©

SEC. 29, Sechion 186 of The lnsurance Code, as amended, is hereby renumbered as Section
190 ang amendad ta read as follows:

“Gac. 100, No curporation, parinership, of assaciation of persans shall trapsaci any
msurance business in the Philippines excapt as agent of 8 corporation, partnership or association
authorized 1o 4o the business of insurance in the Prilippines, unless nossessed of the caprtal and
assets required of an insurance corparation deing the same kind of business in the Philippines
and invested in the same manner, nor unless the Commissioner shall have granted O T &
cartificate to the affect that it kas compiied with all the provisions of this Code.

“Every carporation, partnership, of association raceiving any such certficate of authotity
shall be subject to the insurance and other applicable laws of the Phiippines and 1o the
jurisdiciion and SUPErvision of the Commissioner and othar appropriate govemment agencies.”

SEC. 30. Section 187 of The insyrance Code, as amended, is hereby renumbersd as Secton
161 and amended (o read 25 foliows:

“Ber. 181, No insurance Gompany snall ransact any insurance business in the
Philippines until after it shall have obtained a certificate af autharity far that purpase fram the
Comrnissionar upoen applicaton themrfor and payment by the company coneemed of the fees
herenaiter presoribed.

“The Commissianer may refuse o iwsue o certificar@ of authanty o any insurgnoe
company 1f, in nis judgment, such refusal will best promote the intarest of the people of this
country. No such certificaie of authorty shall be granied o any guch compary until the
Commissioner shall have satshed hamself by such examination as he may make and such
evidence as he may require that such company is qualified by the taws af the Philippines 1o
ransact business iherein, that the grant of such authority appears to be jusufied in the hght of
economic requirements, and that the direction and adminisiration, 2s well as the imegnty and
responsibility of the organizers and administrators, the financial organization and the amount of
capial, reasonably assure the safety of the miterests of the palicyholaers angd the gublic,

“In order to mainiain the quality of the managemsnt of e insUrance companes and
afford better proteciion palicyhoiders and the pubkc in general, Eny person of good mora!
characier, unguestioned integnty and recognized competence may be slected or appointad
director o officer of nsuraNce companies, in accordance with the perlinent prowisins coniained
n the CarpoTate Govemance crculars prescnbed Yy the Commissigner. In addition herelo, the
Cormmissionar shall prescribe the qualifications of directors, axeculive officers and other key
officials af insurance companies for purpases of this section,

"We person shall concumently be a director andfor ofbcer of An iNSUMANCE CINTYRAITY and
an adjustrnent company. Before 1ssuing such certficate of guthority, the Commssiones must be
aatisfied that the name of the company is mot that of any othér known compairy transaching 2
similar business in the Philippines, of a name 59 similar as ta be calculated ‘0 rustaad tha publiz,
in acoordance with the provisians of the Corperation Code on the use of CNporEte NAMes.
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~Every company receiing any such certificates of authority shal be subject to the
grovisions of this Code and other related laws and to the jurisdiction and supension of the
Commissioner and other appropriate govemment agencies.

“No fsurance campany may be authonzed @ transact in the Philippires the business af
W and non-life insurance cancurrentty uniess specfically authorized to do S0 by the
Commesioner Provided, That the terms wife” and "non-feTinsurance shall be deamed to inciude
neatth, aecident and disability INSUmRNCE.

“No ingurance company shall have EquUity in ar adivstment company and neither shall an
adjustment company have EquItY i &N INSUrANce company.”

SEC. 31. Section 188 of The Insurance Code, as amended, is hersby renumpered as Section
192 and amended to read as foliows.

“Sac. 182, No domestic stock insurance company shall engage m INsSuAnCe or
reinsurance business in the Philippines unless possessed of the required capitaiization which
includes minirmurn net worth and paid-up capital, as definad and provided under spplicabie orders
andfar circulars issued by the Secrelary of Finance, usan recommendation of the btnsurancs
Commissionar.  The Secretary of Finance may change such minimum net worth and paid-up
capital stock requirement, under such terms and conditions as he may mmpose, @ an amount
which, in his opinian, wouid reasonably assure the safety of the interests of the policyhokiers and
the public.

*The Cammissionas May, as a pre-wcensing requirement of a_new insurance Company, in
addition o the paid-up capial siock, require the stockholders to pay in cash o the company in
prapaction to their subscription iniprests a contributed surplus fund ir. an amount as ey be fxed
inapplicable mrders and diroulars duly issued by the fommissioner, He may alsa ragdJire such
corpany of aiready existing companies, o submit % him 2 capita] buiid-up poJram or 2
pusiness plan showing the company's astimated receipts and disbursements, as well as the bass
therefor, for the next succaeding three years.

“If prganized as 2 mulual comparry, in hey of such capital stack, ® must have available
cash assets in an amount not less than that required under present orfuture appikcabe orders or
circulars issued by the Secretary of Finance, Upon recommendation of the Commssioner  These
raquired cash assets must be net of all labilies for osses reporied, sxpenses, 1axes, legal
reserve, and reinsurance of all outstanding nsks, and the contributed surplus fund must be ecual
tr: the amounts required of stock COPOFALENS. A stock insurance company doing business m e
Philippines may, subject to the pertinent laws and ragu wations which now are of hereafter may be
in farce, alter its organization and transform iself into a mutual INSURENCE company.”

SEC. 32. The ald Section 188 of The insurance Code. as amended, is herely renumbered as
Seciion 193 and Ihe sections subsequent theretg are accordingly renumbered untd Secton 190,
which shall be renumbered as Section 194,

SEC. 33. Section 194 of The Insurance Code, as amended, is hareby renumbered as Section
195 and amended to read as follows:

“Qer, 195 Mo insurancs company omganized or existing undes the govemment oF 1Fws
other than those of the Philippines shali engage in hyusiness in the Philippines unless possessad
of paikl-up unimpaired capital or assets and reserve not kess than hat required of dorestic
insurance companies under applicable or order of circulars of the Commissioner, nor untl it shail
have deposited with the Commissoner for the benefit and secuity ot the pallcyhoiders and
creditors of such company in the Philppines, cecyrities satisfactory o the Commissioner
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conmsting of gead secufites of the Philippines, including new issues of stock of “registercd

enterprises”, as this term is defined in Oymnibus Jnvestments Code, as amended, to the actual
market value of not less than the rinimum paidup capal required of domesic nsUrAnce
companies: Frowvided, That at \east ffty per centum of such serufias shall consist of Wonds o
other evidences of dent of the Govermment of the Philippines, its palitical subdivisions ard
instrumnentaiities, or of government-owned or controlled carparations and entities, including the
Bangka Sentral ng Pilipinas. Pravided further, that the total investment of a forsign insurance
company In any registered entepnse shall not excaad twenty per centum of the net worth of said
foreign ingurance Company nor IWenty per cenfum of the capital of the registered anterpnse,
unless previously authorized in witing Dy tha Commissioner.

“For aurposes af this Cade, the net warth of a foreign insurEnce ormpany shall refer only
to its net worll i the Philippines.”

SEG. 34. Seciion 182 of The Insurance Code, as amended, is hereby renumbered as Sechon -
196 and amended 1o read as follows:

*Gar. 106, The Commissioner shall hald the secunties, daposited as required in the
immetialely preceding section, for the benefit and secunty of aft the poticyhaders and creditors of
the company depositing the same. Provided, That the Commissioner may, 25 long as the
company is solvent, permit it © colect the interest or dividends on the securities so depositec,
and, from time to time, with his assent, 10 withdraw any of such securilies, upon deposiing with
said Commissianar other iike secuntes, the marketl vaiue of which shal be equal to tha market
value of such as may be withdrawr. in the event of any company caasing to 4o business in he
Philippines, the securities deposied as aforesaid shall bs returned upon the company, upon the
Commissioners writen approval and only 2fter the company has diyly proven in 1= applicabon
therefore that it has no further Yiabiity whatsoever undar any of its policies nor o any of i
crediters in the Philippines.”

SEC. 35. The gld Sechan 133 of The insurance Cade. 35 smended, is heraby renumberad as
Sechon 197

SEC. 3. Section 194 of The Insurance Code, as armended, is herey renuimbered as Section
168 and amended to ead as follows: .

sSoc. 108, An insurance ¢company deing business in the Prilippines shall at ail tmes
ma3intain  the minimum paid-up capital and  networih requirements as prescibed by the
Commissioner. Such requirements shall be based on intermationally accepted sobrency
frameworks and adopted only after due consultation with and considerston of the
recommendations of the insum@nNce INdusiry associations.

Such assets, liablibes and reserves shall exclude asséls, liabiliies and reserves included in
separate secounts established in accordance with sectian Ttwo hundred thirty-saven]. Whenever
the afarementionsd margin be found 1o be less ihan mat herein required to be maintained, the
Commissioner shall forthwith dinect the company 1D make good any such geficiency by cash, 1D
be contributed by all stockhakiers of recerd in proportion 10 their respactive inberest, and pEid D
the treasurer of the company, within fiteen days from receipt of the prder Frovided, That the
campany in the interim shatl not ke panmifted o kake any new nisk of any kind or characksr unkess
and until & make good any sudh deficency: Provaed, furthar, that a stockholder who aside from
paying the contribution due from hirm, pays the contribution dus from the another stockhedder by
reason of the failurs or refusal of the ltlar o do so, shall have a lien an the cerificates of stock of
the wnsurance company concemed appeating in its books n the name of the defauting
stockhalder on tha date of default, as well as on any interests of dividends that have accrued ar
will accrue o the said cerificams of stock, untl the corespanding paymeant or reimbursement 5
made by the defaulting stockholder.”
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SEC. 37. Section 165 of The Inswance Code, as amendec, is hereby renumbered as Secbon
199 and amended o read as follows.

) 'Oac 190, No domestic insurance corporaticn shall declare ar distribute a0y Jividend on
iis outstanding stocks uniess it has met the inimum paid-up capitai and net worth requiremants
under Section One Hundred NMinety Eight and except from profits attested in a swom statement 10
tha Commissioner by the president or treasurer of the corporation to be remaining on hand after
retaining wniMmpaired:

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

“tb) in the case of life insurance corporation, the legal reserve fund required by secton [twa
tiundred elaven], )

"¢} \n the case of corporations other than fife, the legal reserve fund required by section [two
hundred thirteen],

*fd) A sum sufficient to pay all net lnsses reporied, of in the coursa of gattlernant, and all labiibes
for expenses and taxes.

“Any dividend declared or distributed under the preceding paragraph shall be reporbed o
the Comumissioner within thimy days after such declaration or distributian.

“If the Commissicner finds that any such corporation has declared or gistributed any such
dividend in violation of this sechon, he may arder such corparation to cease and desist from doing
business until the amount of such dividend or the portion theareof in excess of the arnount 2llowed
under this section has been restared Lo said corporation.”

SEC. 38. Secticn 196 of The Insurance Code, as amended, s hereby renum bered as Secion
200 ard amended to read as follows:

*Sac. 200. in any detenmination of the financial condition of any insurance company doing
business in the Philippines, there shall ba altowerd and admittad as assets only such assets
legally or beneficially owned by the insurance company concerned as determined by extemal
auditors accredited by the Commissioner who examined the financial statements of the insurance
company concemed and which conswst of

*1. Cash in the passession of the insurance company or in fransit wnder its coatrol, and
the true and duly verified batance of any deposit ot such company in 3 financially sound
commercial bank o must company.-

3 jnvestments in securities, including money market instruments, anag it real groperty
acquired or held in accordance with and subject 1o the applicabls pravisions of this Code-and the

_income realized therefrom ar accrued thereon.

*3 Lpans granted by the insurance Compary concermed to the extent of that porton
thereof adequately secured by non-speculative assets with neadiy realizaple vales in
accormance with and subject io the limitations mposed by applicable provisions of this Code.

“4, Paolicy loans and otier policy assets and liens on policies, contracts or cedificates ofa
life insurance company, in an amourt not exceeding legal reserves and ather policy habiities
camied on each indwidual life insurance oclicy, contract of cerificate.
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£ The net amount of uncaltected anc deferred premiums and annuity considaratons in
the case of a life insurance company which carmes the full mean tatular resarve liability.

6. Reinsurance recoverable Ty the cading insurer {a) from an insurer authonzed 10
trensact business in this country, the full amount shereof: or (b from an insurer not authorized in
the country. in an amaunt not exceeding he Ezbilties carried by the ceding insurer for amounts
withheid under 2 reinsurance treaty with such urauthorized insurer as security far the paymernt of
ohiigations thereunder it such funds are neid subject to withdrawat by, and under the contro! of,
the ceding insurer, The Commissioner may prescribe the eonditions under which a ceding insurer
may be allowed credit, 25 an assel or as a deduction frem lgss and uneared remiul resen'es,
for reinsurance recoverabla fram an insurer not authorized in this country but which presents
satisfactory evidense that it meets e applicabie standards of solvency required in this couniry.

7. Fynds withhald by & ceding insurer under a reinsurance tresty, provided reserves for
unpaid losses and ungarned premiums are agequately proveied.

5. Deposits or amounis recovershie from underwriting @ssociations, syndicates and
reinsurance funds, or from any suspended banking institution, to the extent deemed by the

Commissioner ko be available for the payment of losses and claims and values to be delermined
by himn. )

‘g Electronic data processing machines, as may be authorized by the Comemissioner to
be acquired by the inswance company concemed, the acquisition cost of which to be amortized
in equal annual amounts within & penod of ive years from the date of acquisition hersof.

10 Mutuat funds, real essate investrent trusts, unit investment trust funds and special
deposit accounts.

“11. Other assets, rot inconsistent with the provisions of paragraphs 1 to 10 herecf,
which are deemed by the Commissioner o be readily realizable and avaifable for the payment of
losses and claims at valses to be determined by him in a circular, rule ar regulaidon.

*12  Other investments not ctherwise covered by the above, pravided that spch may be
rerdassified as non-admitled assets after a subsequent sudit conductad by the Commmussxoner.”

SEC. 39. The ald Seciion 197 of The Insurance Code, as amended, (2 hareby renumbered as
Section 201.

SEC, 40. Section 198 of The lnsurance Code, a5 amended, is hereby renumeered as Sacton
202 and amended to reac as follkows:

“Sac, 202 A life insurance company may land lo any of its policyholders upon the
security of the vaiue of its palicy such sum as may be detemmined pursuant o the provisions of
tha policy.

Mo insurance company shai kan any of its monay of deposits o any person,
corporation or assaciation, except upon the securty af any of the following:

=a) first morigage or deeds of frust of registerad, unencurmbered, Kmproved of wimpicrved
real estate including condominums, in cties and centers of population of municipaibes 1n the
Philippines; or
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“bj first mortgages or deeds of ust of actually cuttivated, improvec and urnencumbensd
agrcuturat lands in the Fhilippines” or

*z) purchaze mongy morgages. lease purchase agreements or similar secunties
exocutad or received by it on account of he sale or exchange of reat praperiy acnured pursuant
to sections [two hundred and wo huncred twai or

“d) bonds or other evidences of ndebtedness issuad ar guaranieed by the of the
Government of the Philippines or s paliical subdivisions authorized by iaw 1 incur such
obligations or issue such guarantees of of govemment-owned or rantrolled corporations and
instrurmentalities including the Bangko Sentral ng Pilipinas; ot

“2) obligations igsued or guaranteed by universal banks, commercial nanks, affshore
panking -units, invesiment houses of other firancial ntermediaries duly registered with the
Bangka Sentrai ng Plipinas, of

“f} otligations issued ar guaranieed by forzign banks or corporations, each of which shall
nave total assels of one billion US doilars, as shown in their inancial statements 3= of the
wnmediately preceding fiscal year, or

“gy assignments of monetary instuments such 3s cash deposils, promissary notes,
deposit cerificates or other simidar instruments of universal banks, commenial  banks,
investrmants houses or other finantial intermediaries duly registered with the Bangko Sentral ng
Palipinas,

“h} pledges of shares of stock, ponds or other evidences of indebtedness specihed n
section [two hundred thirty-four).

1| chatfel mortgages over ecwpment not rmore than three years oid; and
*i} such other security as may be approved by the Commissianer.

“The loans provided in the preceding subsecton shall be subjest 10 the following
conditions:

“a} The amount of locan secured by reéal estate martgage over a nen-agacltiural land
shall not exceed eighty per ceéntum of iis appraised value, and in the case of 3 kan secured by a
real estate mortgage over an agrcuturai land, the amount af loan shall not exceed torty per
centrum of its market value. Provided that, in no case shall such loan have a maturity pesicd 1
excess of twenty-five years,

“b} Unless approved by the Commission, no loan may be granted upon the security
of a mortgags on improved reai estate i the improvaments therean do nat beleng the owaer of
the |and and the owner of the IMprovements does not signed the deed of mortgage. However, i

. the owner of the land is the Govamment of the Philippines or any ar its politcal subdivisions and
3 long term lease has been execuied in favor of the owner of the improvements, e owner of the
land nesd not be a party to the deed of morgage. The expiration date of the lease shall not,
however, precede the maturity of the loan. The phrase "improved real estate” as used hemein
shall mean land with pemnanent building of buildings erected hereoen

e} Purchase maney motgace, lease-agreements or simiar secarities recaved on

the sale of real estare property shail nat exceed one hundred per centum of the sefling price of
sawl property, or one hundred per certum of its market value at the time of its disposition,
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whichever amount is lower However, in no case shall such morigage of agrsement have a
maturity period of twenty-five years,

“d} Loans secured by pledges of shares of gtock of solvent corporations G
institutions shall not exceed fAifty par centum of

1) The latest saling price of such stocks listed in the stock exchange or unlisted siock
traded elsewhers,

2} The book value of said stock. in case of stacks which are neither listed in any stock
sxchange nor transacted elsewhere, but the stock certificates for the shares pledge
shall be endarsed oF assigned to the lending insurance company. The phrasa
“gopivent corparation” as used heteln shall mean a corporabon or entity which has
recorded profits for a penod of at keast three years immediately preceding the date of
the loan;

e} Loans secured Dy the chattel morgages over pquipment shall not excsed
seventy-five per centurn of the market vakse of said equipment, and -

) verture capital inveskments, egquity on lcans, shalf not exceed, per investment,
forty per centum of the insurance company's het worth as shown in itz latest financial statement
approved by the Commission.”

SEC. 41, Sectign 189 of The Insurance Code, as amended. is hereby renumbared as Section
203 and amended to read as follows:

“Ser. 203, No loan by any insurance company on the security of real estate shall be
made urless the tite ta such real estaie shall have first been regislered in acocordance with the
existing Land Registration Act, or shall have baen previgusly registered under the provisions of
the: existing Martgage Law and the Yen or interest of e nsurance company 28 mortgagee Das
been registered.”

SEC. 42. Sachion 200 of The tnsurance Code, as amended, is hereby renumbered a5 Section
204 and amended o read ss follows:

*Sec, 204. (1] AN NSUrANcE COMPany may purchase, hold, own and conwvey such
property, real and personal, as may have been manganed, pledged, of conveyed to it 10 good
faith in trust for its benefit by reason of money laned by it in pursuance af the regular business of
the company, and sush real or personal property as may have baen purchased by it at salkes
under pledges, mortgages of deeds of wust for its penefit on account of monRey loaned by it, and
such real and personal property as may have besn conveyed (o it by Dorowers in satisfaction
and discharge of loans made by the company in payment or by reason of any loan made by 1
shall be s0id by the company within twenty years aftar the title thereto has been vested in it.

“(2} An insurance campany M3y purchase, hold, own and convey real and personal propedty as
follows:

“fay The real property in which the company conducts and camies on S business.
Provided, That ng domestic nondife insurance sompany shall invest n tha xinds parmitaed under
tnis section an amount in excess of twenty per centum af the net worth of such insurer as Shown
by its latest financial siatemeni approved by the Boartd.
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“('g) Bonds of other evidence of indebledness of he Govemment of the Philippines or its
paiitical subdivisions authorized by law 10 issue bonds at the reasonabie market value thereof.

*(5) Bonds or other evidences of dent of the government-awned or contrciled
carporations and antities, inchdng the Bangko Santral ng Pilipinas.

*(d] Bonds, debentures or other evidences of indebtedness of any salvent corporasons or
inetitution created or exisiing under the faws of the Philippines: Provided, however, That the
ssuing, assuming or guaranteeing enlity or its predecessors shall not have defaulted in the
payrnent of interast on any of its securites and that during each of any three including the las: two
of the five fiscal years next preceding the date af acquisition Dy sUCh insurance Comparny of such
bowds. detecturas, o other evidences of indebtedness, the net earnings of the issurg, assuming
of guaranteeing institution available for s fixed charges, as herainafter defined, shall have been
not tess than one and ona-guarer imes e total of its fixed charges for such year, and Provided,
further that no life insurance company shall invest in or laan upon the obligations of any one
institution n the kinds permitted under this sub-section an amaunt in excess of twenty-ive per
centumn of the tofal admitted assets of such msurer 2s of Decernber thirty-first next precading the:
date of such invesiment

“ae usad in Whis sub-secton the term “net eamings available for Rred charges” shalt
mean net moome aiter deducting operating and maintenancs eXpanses, taxes other than incorme
taxes, depreciation and depletion; but excuding extragrdinary non-recurfing ftems of incoime of
expense appearing in the regular financial statement of the issuing, assuming ot guaranteeing
institution. The term “fxed charges"™ shall include imterest on furded and unfunded debt,
amortzation of debt discount, and rentals for leased properlies.

“fe) Preferred or guaranteed stocks of any solent carparation ar hsytution created or
exigting under the laws of the Prilippines; Prowvided, That if the shocks are guarsntesd. the
arnount of stocks 50 guarameed iS5 nol excess of fifty per centum of ihe amount of the preferred ar
common $locks. as the case may be, of he guaraniesing corporatian; and Provided, finzly, Thart
no life nsurance company shal invest n of loan upan sbligations of any one institubon in e
kinds permitted under this sub-secton an amount in excess of ten par centum of the toml
admitied assels of such insurer as of December thirty-firsi next preceding the date of such
investment

={f) Common stocks of any solvent corporation or insitution created or existing under the
laws of the Philippines; Provided, however, That no life insurance compary shall nvest in or loan
upon the chligadans of any one comporation or institution in the kinds permited under this sub-
sectioh an amount in excess of en per cenfum of the otal admitted assets of such insurer s of
Decernber thirty-first next preceding the date of such invastment.

(5] Secunties issued by an “registered enterprise”, as this lermis defined in Republic Act
NG, 5155, otherwise known as the investimant incentives Act, as amended. provided that the total
investment of a domestic non life isurance company in any registered enterpnse shail not
exceed fifty per centum of the net worth of sad insurance company 26 shown by its aforesaid

financial staternent unless previously authorzed by the Commissionsr.

“ihy Certificates, noles and other obligations issued by he trustees of rEceivers of any
institution created ar existng undor the imwe of the Phiipeings which, or he acsets of which, are
being adminisiered under the direchon of any eouft having jurisdiction, Prowided, howeavar, That
such cerlificates, notes ar oiher abbigations are adequately secured as to prncipal and nterests.
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“{iy Equipment trust obligations ar ceificates which are adequately secufed or othar

adequately secured instruments evidencng an interest in equipment wholly or in part within: the
Philippines: Provided, however, That there is 3 Bght to receive detenmingd porions of rental,
purchase or othver fixed obligatory payments for the use or purchase of such equiprment

“(j) Any obligatian of any corporation of institution created or sxisting unclar the laws of
the Philippines which is, on the date of scouisition by the insurer, adequately secured and Nas
qualilies and characteristics wher=in the speculaiive elemants are not predaminant

(k) Such other securiies as may be approved by the Commissioner.

“{3} Any domestic insurer which has outstanding insurance, ahnuily or rEnswrance contracts m
currencies other than the national currency of the Philippines may invest in, o olherwise acguire
or iban upon secunties and investments m such currency which are substantially of the same
kinds, classes and investment grades as those eligible for nvestmant unger the foregoing
subdivisions of this secticn; but the aggregate amount af gueh investment a2nt of such cash in
such currency which is at anytime held by such insurer shall not exceed ane and one-nalf gmes
the amount of its reserves and other obligations under such confracts or e amount of its
reserves and other obligations under such contracis ar the amount which such insurer is required
by the law of any country outside the Republic of the Philippines to be invest in such country.
whichever shall be greater.”

SEC. 43. Section 201 of The Insurance Code, as amended, is hereby renumbered as Seclion
205 and amended ta read as follows:

rSec. 205, An insurance company may (1) invest in equities of atier fnancia: instihtions,
and {2) engage in the buying and seling of short-term debt instruments: Provided, That any or all
of such investments shafl ne with the pror aporoval of the Commissianer, excent listed squities of
other financial institutions.” '

SEC. 44, Section 202 of The inscrance Code, as amended, is hareby renumbered as Section
206 and its paragraph {z} is hereby amended io read as follows:

“ta) Acquire or construct housing projects and, in connection with arty such project, may
acquire land or any interest therein by purchase, lease o0 otherwise, or use fand acguened
pursuant to any other prowvsion of this Code. Such company may tharaafler own, mainiain,
manage, collect or receive income from, of sell and convey, any land or interest thergin 5o
acnuired and any improvernents thereon. The aggregate book value of the investments af any
such company in all such projects shall nat exceed at the time of such investments twenty five
per centum of the lotal admited assets of such campany on the thicy-first day of December next
preceding;, Provided, That the funds of the company for the payment of pending claims and
abligabons shall not be used for such investments:”

SEC. 5. The okl Section 203 of The nsurance Code, as amended, is hereby renumbeced as
Sertion 207 and the sections subsequent thereto are acrordingky renumberad until Section 207,
which shall be renumnbered as Section 211,

SEC. 46. Section 208 of The Insurance Code, as amenceg, is hereby renumbered as Section
212 arwd amended o read as follows! -

-Sec. 212, (1} All bonds or oiher evidences of indebtedress having a fixed term and rals

 of interest and held by any ife insurance company authorized to do business in this country, if

amply secured and if nat in defauk as 1o principal or interest, shail be walued based on their
amortized cost using sffective interest method less impairment and unrecoverable amount based
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*|5) Purchase money margages receivec on dispositions of real propety held pursuanmt
to section [one hundred ninety-edhi] shall be valued in an amount equivalent to ningty per
centumm of the valus of such real praperty. Purchase maoney morgages recalved on disposition of
real property otherwise held shail De valued m an amount not exceeding ninety per centum cf the
value of such real property as determmined by an appraisal made by an appratser at or anout the
time of disposition of such real propery

*(7) The stock of a subsidiary of an nsurer shall be valued on the basis of the greswer of
i} the value of enly such subsidiary of the assets of such subsidiary as would constiute lawlul
irvestments for the insurer i acquired or held directly by the insurer or (i} such ather value
determined pursuant to standards and cumulatve Wmitations. contained in 2 regulation Lo be
promulgated by the Cammissioner.

*{B) Natwithstanding any provision contzined in this section or eisewhere in this chapler,
if the Commissioner find that the interests of policyholdars so permit or require, he may permit o
require any class of classes of insurers authorized 1o do business in this country to value their
investments or any class or classes thereof as of any date heratofore or hereafter in accordance
wilh any apphicable valuation or method.” '

SEC. 47. The aid Section 209 of The nsurance Code, 3% amended, is heraby renumbered as
Section 243, . )

SEC. 48. Section 210 of The Insurance Gode, as amended, is hereby menlrmbered as Section
214 apd armended o read as follows:

Sac, 214. Every life insurance company, doing business in the Philippines. shall annually
make a valuation of al pohcies, addions thercto. unpai dividends, and all other obligations
outstanding on the thirty-first day of Lecember of the preceding year. All such valuabions shall be
made according to the standard adopted by the company, as prescribed by the Commissioner 1
accardance with internationally accepied actuanal standards. which standard shall be stated in its
annual repot.

"Such standsrd of valuation shal be according o & standar? tabie of mor@ality with
interest at not more than six per centum compound interest. When the prediminary term basis
used, the term insurance shall be limited to the first policy year.

“Tha resulls of such valuatons shal be reported o the Commissioner on or before the
tinrtieth day of April of sach year accompanied oy a swormn stalement of the company's aciuary
carifying to the figures and stating upon what maortality table it is based, upon what raie of
intarest the valuation is made. and the methads used in amving at tha result abiained.”

SEC. 49. The clg Section 211 of The Insurance Code, a5 amended, is heraby renumbered as
Saction 212 and the sections sunsequenl thersto are accondingly renumbeted unti Secton 218,
which shall pe renumbered as Section 222,

SEC. 50. Section 210 of The Insurance Code, as amended, is herely reniimbered a5 Secton
223 and amended to read as foliows:

"Sec. 223, ANy insurance company coing business in the Philippines desiting ko cede
therr excess risks to foreign insurance of reinsurance companies not authorized to transact
business in the Philippines may do sa under such terms and conditions which the Commissioner
miay prescnbe.
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on appropriate measurement methods which are generally accepted in the industry and aceepted
by the Commission. The Commissigner shall have tha power to determine the eligibility of any
such investments for valuation on the tasmis of amortizaton, and may by reguiaiion prescribe of
lrnit the classes of securifies sa eligivle for amortization. Al bonds or other evidences of
incebtedress which in the judgment of he Cammissioner ane not amply secured shall not ke
eligible for amortization and shall be vaiued in accordance with paragraph bwo. The
Cpmimissicrer may, if ha finds that the iterest of policy holkders sa permit ar require. by affical
requiation Pammit or require ay class or classes of insurers, ather than life insurance COMPENES,
authorized to 0o business in this country, o value their bonds or other evidences of indebtedness
in accordance with the foregoing rue.

~(2} The investments of ail insurers authonized o do buslness in s country, excet
securifies subject o amartizaton and excepi as otherwise provided in this chapter, shall be
alued, in the discretion of the Commissioner, al their market value at their amonized cost using
effective interest method less imparment and unrecoverable amaunt ar &t valuation representitg
thesir fair market value. ' the Commissioner finds that in view of the character of imvestments of
any insurer authorized to do business in this country it would be prudent for such insuref 1o
establish a special resarve for passible losses or fluctuations in the valves of its invastmenis, he
rmay require such insures 1o estapiish such reserve reasonable in amounk, and nduge a report
therean in any statemnant or repor of the financial candition of such insurer. The Commissioner
may, in connection with eny examination or required financial statement of an authorized insurer,
reguire such insurer to fumish nim complete financial satementis and audited report of the
financial condition of any corporation of which the securibes are owned wholly or partly by such
insurer and may causs an examinaiion o be made of any subsidiary or affiiale of such insurer as
appropriate 0 specilic investments as provided in appropnate circulars issued by thes
ComMissioner,

“{3) The stock of an insurance compary shall be valued as follows: 3) listed stocks shall
be valued at market value and periodically adjustea to refiect market changes thraugh @ special
valuation account to reflect their realizable value whan sokd; by unlisted stocks shall be valued =t
nock value based on the latest unqualified audited financial statements of the Zompany which
issued such stocks; and ¢} stocks of & 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 controling company in
tha eamings or iosses of the controlled company after acrjuisition of such stocks.

*{4) The stock of an nsuRANGE COMpANY shail be valued at the lesser of its markel value
or its book value as shown by its last approved audited financial statements or the last report an
examination, whichever is mome recert The back vamg of a share of common stock of an
insurance company shafl be aceartained by dividing (a) the amount of ks capital and surmpius less
the value of all of its preferred stock, if any, outstanding. by (1) the numper of shames of its
common Siock issued and outstanding. Notwithstanding the foregaing provisions, an insurer
may, at its oplion, value its holdings of stock in @ subsidiary InsurEnce Company in a0 amount not
less than acquisiion cost i such acquisiion cost k8 fess than the value delermined as
hereinbafore provided.

) {5 Real estate required Dy foreclosure or by deed in heu thereof, in the absence of a
recant appraisal deemed by the Conenissioner o be rekable, shall not be valued at an amount
grester than the wnpaid principal of the defautted loan at the date of such foreciosure o deed,
toqether with any taxes and expenses pakd or incurmed by such insurer at such brme iR connection
with such acquisition, and the cost of additions aor improvemnents thereafter paid by such insurer
and any amount or amounts thereafter pawd by such insurer on any assessmenis lewied for
improvements in eon pection with He pmperty.
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“Should any reinsurance agreement be for any reasocn cpneeled or tarminaied, the
ceding company concemed shall inform the Commissioner in writing of such cancellation or
tarminztion within thirty days from the date of such cancellation or terrrination or from the date
Aotize or information of such canceflalion o lermination is received by such company as the Zase
may be."

SEC. 54, Section 220 of The insurange Code. as arfended, is hereby renumbered as Section
294 and amended to read as folows::

“Ser. 224, Every insurance company authorzer ta do business in the Phibppines shakl
report to the Commissionsr on forms prescribed ty him the particutars of reinsurance treaties of
any raw freaties or changes in existing Ireaties within six months from their effectivity.”

SEC. 52. The old Secton 221 of The Insurance Cade, as amended, is hereby renumnbered as
Section 735 and the sections subsequent thereta are accardingly renumbered unti Section 224,
which shall be renumbered as Sechon 228

SEC. 53, Section 225 of The Insurance Code, a5 amended, is hersty renumbered as Sechon
299 and pmendad 1o read an foliowe: '

“Sac. 229, Within thirty days after the approvai of the Board of Dkeciors, every insurance
company doing businass in the Philpgines shall publish in & newspaner af geneml circutation a
syprnosis of its audited annual financial staiernans showing fully the conditions of its business
and setiing forth s rpsources and latibties, i accordance with such faom prescribed by the
Commissioner © '

SEC. 54. A new Section 220 of The msurance Code, as amended. is hereby added 0 reac as
follows:

-Gec, 230, The Commissaner snall have the authanty (o make, amend, and rescind
such aceounting ruies and requiations 2s may pe necessary tn camy sut the provisions of this
Code, and define accounting, technial and trade terms used in this Coda, provided that such
shali be in accordance with intermabonally accepted accounting standards. Among ather things.

. the Commissioner may presciibe the form or forms in which required informatipn shall be set

forth, the items or details to be shown in the hatance sheet and income stagement, and he
methods to be foliowgd in the preparabon of accounts, appraisal or valuatior of assels and
habilites, determinatian of recumiag and nEonrecurning income, differentiahion of investment and
operatng income, and 0 the preparation, where the Commisswoner desms | necessary or
desirable, of consclidated balance sheets or income accounts of any person directly af indirectly
cantralling or conirolled by the incuraguse company.”

SEC. §5. The old Sectian 228 of The nsurance Cade, as amended. is hereby requmbered &3
Section 231 and the sections subsequent theretd are accardingly renumbered untyl Section 237,
which shall be renumbered as Section 231.

SEC. 56. Section 228 of The insurance Code, 85 amended, is hersby renumbered as Section
232 and its paragraphs (g} and (i} are herely amended o read as follows.

“{g) A provision that the imsurer will ssue 1o the paficyholder for delivery 1o each parson
insured a staternent as to the Inswance protection to which he 15 enﬁugd, to whom the Nsurancs
benefits are payabie, and the rights set forth in paragraphs (), {7 and {j} fuﬁu_:rmng; and

(i} A provision that if the group noficy terminates or 1s amended s0 45 to terminate he

insurance of any ciass of insured persons, avery person insured thereunder at the daie of such
tarminabion whose insurance terminates and who has bean 5o insured for five years priof 1o such
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terminaton date shall be entitlad to have iesued ¢ him by the insurer an individual policy of Ife
insurance subject to the same hmitations as set farth i paragraph {h}, except that e group
policy may pravide that the amount of such individual policy shall not exceed the amourt of the
person's life insurance protecton ceasing,” .

SEC. 57. The old Sectign 222 of The Insurance Code as amended, is hersby renumbemed as
Saction 233 and the sections subsequert thereto are acoordingly renumbered until Seclion 244,
whicn shall be renumberad as Section 248.

SEC. BB, A new Section 248 of The Insurance Code, as amended, is hereby added 1o resd as
foilorws:

“See 249, 1tis unlawful to: &) present or cause to be prasanted any false or fraudwient
claum for the payment of a loss under a conlract of insurance; and b) prepare, make of subscrbe
any writing with intent fo presant or use the same. or o allow it to be presenled or used n support
of any such claim.’ Any person who violates this seclion snall be punished by & fme not
exceading twice the amount claimed of imprisonrment of fve years or both at the discretion of the
Courg "

SEC. 59. The old Section 245 of The Insurance Code, as amended, is hereby renumbered as
Secton 250 and the sechons subsequent theretn are accomlingly renumbered until Section 247,
which shail be renumbered as Secticn 252 SR

SEC. 60. Section 248 of The Insurance Gode, as amended, is hereby renumbared &5 Secion
253 and @ new last paragraph 15 added to read 35 follows:

“Mg insurance company, iife or non-ife, or any professional reirdurer, orderec 0 be
liguidaled by the Commissioner under” the provisions hersunder may " be renabiitsted or
authorized to transact anew, INSUIEANCE Or reinsurance buziness, as the cdse may e’

SEG. B1. The old Section 249 of The insurance Code, a8 amended, is hereby renumbeared as

Sechon 254 and the sections subsequent thereto are accordingly renumbered until Section 279,
which shall be renumber=d as Saction 276.

SEC. B2. Sectian 271 of The \nsurance Code, as amended, is heteby repumbered 35 Seqion
277 and lis paragraphs (4) and {8} are amended to read as follows;

“[4) The presence in person or by proxy of five per cenfum of the members entiled to vote at any
meeting shafl constitute 3 QUONUM for he transaction of business, including the amendment of the
Articles of Incorporation andfor the by-laws, uniess sitherwise prowvided by the by -laws.” and

“{B) Ali insurers mutualized under the provisions of this chapter shall be subject o atl other
applicable provisinns af this Cade. The prwisions of the Corporation Code shall apply in 2
suppletory mannar.” -

SEC. 63. The old Sectian 272 of The Insurance Code as amended, is hereby renumbered =5
Section 278, : :

SEG. 64, A new Sectian 279 of The Insurance Code, a5 amended, is hereby added te read as
follows: ' '

“See. 270, A domestc muiuai ife insurance company doing business i the Phiippines
may convert itself wito an incorparated stock life insurance company by demytuahkzaticn To that

end, it may provide and carmy out a ptan for the conversion by complying wilh the requirernents af
this Title.
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"The conversion of 2 domestic mumusl life nsurance company 10 an incarporated shock
life insurance campany shall be camed out pursuant to & conversion plan duly approved by the
Cammissioner. ’ :

“The Cammissianer shall promulgate such nules and regulations a5 he or she may deem
recessary fo cary out the provisions of tus Title, after cue consuitation with representatives of
the insurance indusiry.

sAR converted insurers under the provisions of this Tite shalf be subject to all oiher
applicable provisions of Code. The provisions of the Corporation Code shalt apply in 3 suppletory
manner.”

SEC. §5. The okd Section 273 of The Insurance Code, a5 amended, is hereby renumberad as

Section 280 and the sections subsequent thereto are accordingly renumbered untii Section 275,
which shall be renumbered as Section 282

SEC. 66. Swection 276 of The Insurance Code, as amended, i5 hereby rendmpered As Section
287 and amended to read as folows:

sSoc. 287 The Commissioner shall cause an examination of the boaks and records of
the withdrawing company, and if, upan such examingtion, the Commissionar finds that the nsurer
has no outstanding fabilties to policybolgers anc cradifors in the Philippines, and no polices
uncancelled: or its primary liabilities have not been reinsured and assumed by another nsuence
company authorized o transact nwusiness n the Prilippines, as required in the preceding sechon,
it shall cancel the withdrawang comoary's certficate of autharity, if unexpired, and shall permit the
msurer to withdraw, The cost and expenses of all such axamination shall be pait as prescribed in
sechon [four hundred seventean].”

SEC. 67. The ot Secton 277 of The Insurance Code, as amended, is hereby renumbered a5
Section 284 and the sections subsequent thereto are accordingly renumbered untl Section 279,
which shall be renumbered as Section 288,

SEC. 68. Section 280 of The insurance Code, as amended, is hereby renumiered as Section
287 and amended to read as fullows:

-Seq. 2537. Except as otherwisa provided in this Code, no person, parnership, asscoalion
ar corporation shalt transact any business in the Philippinas as a professional reinscrer unhl #
shall have obtained a certificste of suthorty for that purpose from the Commissioner uzan the
apphication therafor and payment by such persan, partnership, association qr cofporation of the
fees hereinafter prascriped. As used in thes Code, the term "wrofessional reingerer” shal mean
any person, partnerstio, association ©f corparation thal transacts solely and exclusively
reinsurance business in the Philippines.

“The Commissioner may refuse lo issue a certificate of authority o any partnership,
assooiztion or comporation #, in his judgment, such refusal will best prormote public interest No
such ceriificate of autha-ty shall be granted to any such partnership, association of corparation
unless and until the Commissioner shall have satisfied himself by such examington as he may
make and such evidence as he may require that such partnership, association of comoration is
qualifiad by the laws of the Philippines 20 transact business therein as a professional reinswrer.

“Before issuing such certificate of authorty af the Gammissioner must be satisfiad hat
ihe name of the applicant is not thal of any othar known company rEnsacting insusance or




reinsurance busingss in the Fhilippines, af a name =0 similar as b be caizulated to miskead he
pabhe.

“The certificate of authertty shall be valid unless saaner revoked of cancelled by the
Commissioner. )

"Every such parinership, sssociation, or comoration receiving such cerficate of authority
shall be subiject to the provisions of this Code and other related laws, and to the jursdiclion and
supervision of the Cormmissionar.”

SEC. 9. Section 281 of The Insurance Code. as amended, is hereby renumbered as Seciion
288 and amended ta read as follows: : - .

“Sac, 288, Any parinership, association. or corporation authorized o ransact sokely
reinsusance business must have a capitalization of at least two pilfion peses, paid in cash, of
which at legst fifty per cemum consists of paid-up capital and the remaining porton thereof as
rontrbuted surplus, which in no case ehall be less than four hundred million pesos of suck
capitaization as may be determineg by the Secretary of Finance, upon the recommeandaion of
the Cormmissioner, Provided, That twenty-fve per centum of the paid-up capital must be invested
in secunties satisfactery 1o the Commissionar, consisting of bonds or other evdences of debt af
the Coverrment of the Philippines of its poltical subdivisions or instrumentalides, or oF
government-owned of controfled corposations and eotities, including the Banrgko Sertzl ng
Pilipinas, and deposited with the Comnissioner, and the remaining seventy-five per cemtm in
such other securties as may be allowed and permitted by the Commissioner. which secuntes
shall at all imes be maintained free from any lien or encunbrance: Provided, That the aforesaid
capital requirement is without prejudice o other requirements o be impased under any fisk-
based capilal method that may be adopted by the Commissioner Frovidad, Finafty, That the
provisions of this chapter appecabie to insurance companies shal so far as practicable be '
likewise applicable ko professonal rEnsurers.”

SEC. 70. The old Secticn 282 of The Insurancs Code. as amended, 15 hereby renumbered as
Sarfign 280 2nd the sectiens subsequent therelo are accorgmgly renumberad until Section 298,
which shall be renumbered as Section 305.

SEC. 71. Sectian 239 of The Insurance Cooe, as amended, is hereby menumbered as Sechon
106 and its second paragraph is amended to read as fullows:

*No insurance company dong business in the Philippines, nar any agent thereaf, shall
pay any COmTHssion OF ather compensabon o any persol for services in oblaining nsurance,
unless such person shadl have first procured from the Commissioner g cense 0 act as an
msurance ageni of such campany or as an insurance broker as heremnzfter provided.  An
insurance agent is an independsnt contractor and not an employee of the CoMpany reprecented.
“Insurance agent” includes agency eader, agenty Mmanager, or their equtvalent.

“No person shal act a5 an insuranca agent or as an insurance broker in the solictaton or
procuremnent of applications for insurance, of receive for services in phtaining insuranca, any
commission or other compensation from any insurance Company going business in the
Phifippines, or any agant thereof, without first procuring a license ta act from the Comemissioner,
which must bz renewed avery hve years thereafter. Such license, which shall ipso facto Bxpire
upen termnination af the agent's agreement with Ihe InsUrance company, shall ba issued by the
Commissioner only upon the witen application of the person desinng it such applicaton i-far a
ficense t0 3ot as nsJdrance agent, being approved and countersigned by the company such
persan desires to represent, and chall ba upon & form prascrityed by the Commissioner giving
such information as he may require, and upon payment of the cotresponding fee heramafter
prescribed. The Commissaner shall satisfy himself as to compeltence and trustworthiness of the




applicant and shall have the right 1o refuse o ISsUe or ranew and to suspend or revoke any such
license in his discretion.” .

SEC. 72. A new Section 299-A of The Inswrance Code, as amended, is hereby added (o read 35
follows:

“The provisions of Sections 298 and 300 shall apply to an employee who shail be
ennaged ta sell insurance products by an insurance company.

"Since the insurance industry @ imbued with public interest, the inswance companies
upan appraval of the Cammission may exefcise wide latitude in supervising the activites af their
insurance agants to ensure the pratection of the insuring public.”

SEC. 73. The old Section 300 of The insurance Lode, as amended, is hereby renumbered a3
Sacton 307 and the sectans subseguent therelo are aceordingly renumberad untl Section 316,
which shall be renumbered &5 Saecton 323, :

SEC. 74. Section 317 of The Insurance Code, as amended, i3 hefeby renumbered as Section
324 angd its first paragraph is amended 1o read a5 follows:

A mertificate of registration issued to 3 resigem agent shail expire on the thirbieth day af
June of the tifth yaar following 1ts issuance aniess it 1s renewed.”

SEC. T5. The ald Section 318 of The Insurance Code. as amended, is hersby renumoerec as
Spcton 325 and the sectiors subsequant thereto are accordingly renumberad unsl Secson 327,
which shiall be renumbered as Secton 334 - .

SEC. 76. Section 328 of The Insurance Coda. as amended, is hereby renumbered as Secticn
735 and amended to read as follows.

~sec 335, Any adiusters ticense issued hereunder shall be vaiid until after the thirtieth
day of June of the fifth year following the ssuance of such license unless it is rerewed; Pravided
thgt, such ficense shal ipso facto expire uoon termination of the ndepe ndent adjusters
agreament with the maurance company, or of tha public adjuster's agresmeant with the incurad, a5
the case may be”

SEC. 77. The oid Section 328 of The Insurance Code, as amanded, is hereby renumoerad as

Section 336 and the sections subsequent theretla are aceordingly renumbered until Section 335,
which shall be renumbered as Section 342.

sEC. TR, Section 336 of The Insurange Code, as amended, is hereby renumbered as Sechon
244 and its second paragraph 15 amended bo read as follows:

"N cedificate of registration 1ssued yndar this Otle shall be vahd after the thittieth day of
June of the fifth year following ts issuanoe urless 1t & renawed ™

SEC. 79, The old Section 337 of The Insurance Code, as amended, is hereby renumbered as.
Section 344 and the sections subsequent therato are accardingly renumbered unti Section 264,
which shali be renumbersd as Saclion EYR

SEC. 80, ‘A new Section 372 of The Inswance Code, 85 amended, is hereby added to read as
fatiows:

“Sec. 372. The Commissioner, in consultation with the duly accredited associabons
representing the insurance incustry, shali adopt ard promuigate a cocte af conduct o promote
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integnty, Hnnesty and ethical business practices among iRsUrance agents, distributors and other
intermediaries.”

SEC. 81. A new Title an Bancassuance and Sections 373 to 375 of The Insurance Code, a5
amended, ara hereby added to read a5 fidbowes:

“Title 2
“BANGCASSURANCE

"Sec. 373 The term -bancassurance” shall maan the preseatabon and sale o bank
customers by a0 insurance company of its insurance products within o puside the premises of
the head office of such hank duly licensed by the Bangko Sentral ng Piipinas or any of s
branches under such nues and reguiabons which the Commission may pramulgate. To engage
in bancassurance, the bank 1s not required tn have equity pwnership af the insurance company.
No insurance company shall engage in the busiress of bancassurance uniess it possesses all the
requirements as may be prescribed by the Commission,

*No insurance proguct under this Section, whether life or nondife, shall be issued of
delivered uniess in the form previousty approved by the Commission.

“Ser. 374 Personnel lasked to present and sell insurance pmducts wiitin the bank
premises shall be duly licensed by the Commission and shall be subject o the rules and
reguiaticns of this Act

sGac. 475, The Commission, in coordination with the Bangko Seniral ng Pilipinas, shall
promulgate rules and regulabons to effectively supervise the business af bancassurance.”

SEC. 82, Chapter of the Insurance Code. “Sacyrity Fund”, cansisting of Sections 365 up to 372
is hereby deleted.

SEC. 3. The ald Section 373 of Ihe 'nsurance Code, as amended, is hersby renumbered as
Section 376 and the sections subsequert tharetoa are accordingly renumberad until Sechon 412,
which shall be renumbered as Section: 4 15.

SEC. 84, Section 412 of The Insurance Code, as amended, is hereby renumbered as Sacion
424 and amended 1o read as folkows.

sSac. 416, All trustees shall, before 2ntering in the performance of the diuties of their trust,
obtain a certificate of registration from the Commissianer. '

*pll provisions of this Code gowemung mutual benafit associations and such other
provisians herein, whenever pracicable and necessary, shall be applicable to tusts Tor chariatie
uses.” ’

SEC. 85. A new Section 425 of The Insurance Code, as amended, is hereby added o read as
follows"

sSec. 417 The weasurer of a charitable trust sha file a figelity bond in the amaunt
commenstirate with the value of the tust property in his custody, as may be determined by the
Commissioner.”

SEC. 86. A new Chapter on Trust Business in General and Section 418 to 422 of The Insurance
Code, s amended, are hereby added b ead as nllows:




“Chapter VI
“TRUST BUSINESS IN GENERAL

“Gec. 418, An insurance COHTPpEny duly authonized by the Insurance Commissicn may
engage in ‘rust business, winch tust business shall be separate and distinct from the general
pusiness of the insurance company, without need of securing a license fram the Bargko Sentral
ng Pilpinas. The INsSUrance company shall act as a trustee or administer any trust ar hold
property in frust or on da posit for the use, beneft, of vehoof of others. For purpases of this Act,
slich separate, distinct and duly authorzed st business shal e referrad to as & trust enbty.

_ “Sac. 418, A trust entdty shall agminisier property under its custady with the diligence that
TS, MO TTUST BAITY SMidb, 1L Uk Bl b s i S oaf a lilka ghacsstar ond with eimeil=-

acquire property from, or sel. transfer, assign or lend money or property 1o, oF purchasa debt
instruments of, any of the departmeants, directors, afticers, stocknolders, or employess of the trust
entity, relatives within the first degree of consanguinity of affinity, or the rzlated interests, of such
directors. officers and stockholders, uniess prior to the transaction, suech transaction is spechiclly
autharized by the trustor and the relabonship batween the trustes and the other garty invalved n
the transaction is fully disclosed ic the fustor of beneficary of the st The Insurance
Commission shall promulgate such niles and regulations as may be necessary 1o regulate tha
conduct of trust business by insurance cormpanias. :

“See. 420. The trust business and all funds, properties or securifies received by any trust
entity as executar, adrinistrator, tustes, receiver, ar depositary shali be kept separate and
distinct fram the general business of the insurance company, or alled insuEnce Company
inciuding all other funds, propertes, and assets of such frust entity-  The sccaunts of al such
fungg, propeies, of securites shall likewise be kept separate and disanct fraom the accounts of
the general business of the frust entity.

“Sec. 421. Unless atherwise directed by the instrument creating the trust, the kenong
and investment of funds and other assets acqured by a brust entity 35 executor, administratar, or
trustes, shal be limiled o loars or mvestments a5 may be prescibed by lFw, andfar the
Inzurance Commission.

"ac, 422, Mo assets held by & Tust eniity in its capacty as frustee shali be subject o
any claims other than those of e paries interesled in the specific rUsts.”

SEC. 7. A new Chapter on Registration, Responsibiiiies and Oversight of Seif-Regutalory
Organizations and Seclions 423 to 429 of The Insurance Code, as amended, are hereby added
to read as follows:

-Chapter X
“REGISTRATION, RESPONSIBILITIES AND QVERSIGHT OF SELF-REGULATORY
ORGANIZATIONS

*Soc. 423, The Commissioner shall have the power to register as a self-regulatory
cganization, or otherwise grant licenses, and la regulate, supervise, examine. suspend or
utharwise discontinue, as a condon for thae operation of organizations whose operafkrns are
related to or canmected with the insurance market such a5 but not Nimited to associgtions of
insurance tompanies, whether life or non-life. reinsurers, achlares, agents, brokers, dealers,
mutual benefit associations. trusls. mling agencies, and olher personis egulated by e
Commissioner, which are engaged in the business regulaied by this Caode.

"The Commissioner may prescripe rules and requlations which are necescary of
appropriate in the public interest or tor the protection: of investors o govern séif-reguiatory




organizations and athcr organizations licensed or reguiated pursuant to the authority granted in
hereunder, including but not Gimited o the requirement of cooperation within and amaong al
participants in the insurance market lo ensure ‘ransparsney and faciitate exchange of
information.

“Sec. 424, An 3SS0CIETON cannot be registered as a self-regulatay organization unless
the Commissioner datermines ihat.

“{a} The association is 50 organized and has the capacity © be able to cary out the
purposes of this Code and 1o comply with, and to enforce compliznee by its members and
persons associated with its members. with the provisions of this Cade, the rukes and regukitions
thereunder, and the rules of the association. '

(b} - The rules of the association, naotwithstanding 'an*_.rt'hing i the Corparation Code 10
ihe coatrary, provids that

(Y] Any enlity possessing the qualifications set oul in the mies and none of [ha
disgualifications may become 3 member of the agsociation,

{i} There exists 2 fair representation of its members to serve on the Board of Directors of the
assoeiation and in the administration of its affairs, and that any natural person associated
with a juridical emtity that s a mermber shalt himse!f be deemed to be a member for this
PUIPOSE,

{3} The Board of Directors of the assocation inciudes in its composiion (3} the presdent of
tha assoriation and {b) at least 2 independent directors, :

(o) For the equitable allocaton of reasonable dues, fees, and other charges amang

members and other persons using any facility or system which the asscciation operates
of controls;

v For the prevention of fraudulent and rmanipulgtive acts and prachices, the pmmwation af
just and equitable principles of business, and, in general, the protection of the insurng
public;

{vi) That its members and persons associated with i#s members shall be appropnately
disciplined for violation of any provision of this Code, the Tiles or regulabions thereunder,
ar the rules af the assecalion;

(v} That a fair procadurs for the discipining of members and persons asscciated with
members, the denial of membership 1o any persan seghing membearship therzin, the
bamming of any person from hecoming associabed with 2 memoer thereq!, and the
prohibition of limitations by the association of any person with respect o access o
senvices offered by the association or 2 member thereof.

sCan. 425, A self-requiatory organzation may examine and verify the qualificabons of an
applicant o became a member in accordance with procedures eslablished by the niles of the
association.

=4, self-regulatory organization shall deny membership or ¢conditon the membership of. a0
entity, i the entity: .

{iy Does not mes: the standards of financial responsitifity, operational capabuty, L=ining.
exparignce, or competence that are prescribed by the rules of the assooiatasn, of
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(it} Has engaged, and there is a reasanable fikelihood it will again engage, A acts of
practices inconsistent with just and sgquitahle principles of fair trace.

-4 salf-requlatary organization rmay deny mermbership to an enity not engaded in a type
of business in which the rules of the asscciation require membars to be engadged.

sSap 4726, Upon the fiing of an applicaton for registration as a seff_requlatory
organization under this Tile, the commissionar shall have ninety {30) days within which o sither
grant registration or instiute & proceeding to determine whather registration shoukt be denied. Ir
the event procsedings are instituted. the Commissionas shall have two hundred seventy (270
days within which to conclude such proceedings at which time it shall, by order, grant or Jeny
such registration. - .

"Sec. 427, Every self-regulatory crganization shail comply with the pravisions of this
Code, the rules and regulations thereunder. and is own rules, and enforce complance therenwith.
notwithstanding any provision of the Corporation Code o 1he contrary, by i members, persons
associated with its mermbers or its panicipants. :

“Gac. 428, Each self-reguiatory organizaton shall submit o the Commissoner for pnor
approval any proposed rule of amendment theretn, tngether with a soncise staterment of the
reason and effect of the praposed amendment.

“iafithin sinty (60} days after submission of a proposed amendment, the Commssiorer
shall, by order, apprave the proposed amendmant Oiherwize, the same may be mage effective
by ihe self-regulatory organuwsatian.

-1 the event of an emengency regquining action far the protaction of the nsuring pukbiic, a
self-regulatory organization may put 2 proposed amendment into effect summanty: Provided,
hawever, That a copy of the same shall be immediatety submitted to the Commissioner. -

“The Commissioner is further autharized, # after making apprapriate regquest in wriling 1o
a sefrequlatory organization that such organization effact on its own behalf specified changes in
its nules and prachices and, after due nofice and hearing il determines that such changes have not
been effectad, and that such charges ame necessary, by mule of regulation or by order, may atter,
abrogate or supplement the rules of such setf-regulatory ceganization ir so far as necessary of
appropriate to sflect such changes in respect of such matters as:

“{a) Safeguards in respect of the financial responsibiity of rmembers and adeguate
provision against the evasion of financial responsibility through the use of corporaie forms ar
special partnerships;

") The supervision of market praclices;

“{e) The manner, methad. and place of scliciting business;

=) The fixing of reasonable m@tes of fees, interest, sting and other charges, but not
rates of commission: and self-reguiatony orgamzation

*(e} The supervisicn, audil'mg' and disciplining of members.

“In addilion to the general powers ol the Commissioner ower the entities under hisher
supervision, the Commssores, affer dug notice and hearing, is autharized, n the public wilerest
and to pratact inguring public:
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“la) To suspend for a period not exceeding twelve {12} months or ta revoks the
registration of 2 self-requlatory crganization, of to Censure ar impase limitabons on the actbes,
funcions, and operations of such self-requlatory organization, if the Comemission finds that such a
seifrequlatory orgarnization has willtully vioiated or is unable 1o comply with any provision of this
Code or of the rules and regulations thereunder, ar its own rules, or has failed 1© enforce
compliance therawith by a member of, person associated with a member, or a participant m such
self-regulatory organization

=B To expel from a selfregulalory arganization any member therenf or any
participant therein who is found to have willfully viclated any provision of this Code or suspend for
a period not exceeding twelve {12} months for viclation of any provision of this Code ar any other
laws administered by the Commission, or the rules and regulations thereunder, or effected.
dirsctly or indirectly, any ransaction for any person who, such meamber or paricipant had reason
ta helieve, was vialating in respect of such transaction any of such provisions, and

(] Te remove from ofhce or censure any officer ar director of a sef-requlaiory
organization if it finds that such afficer of drector has viokled any provision of thes Coce, any
ather law administered By the Commissioner, the rules of regulations thereunder, or the rules ct
such setf-regulatary crganizaton, anused his authonty, or without reasonable justrhcalion oF
excuse has failed to enforce compliance with any of such provisions. |

"Ces 479 (a) A self-regulatory arganization is authorized to disciphng 3 member of or
participant K such sel-requiaiory orgarizabon, o any person gasociated with @ member,
including the suspension of exputsion of such member of participant, and the suspension or bar
from heing associated with a member, i such persan has engaged in acis or practices
inconsistent with just and eguitable orinciples of faimess or in willful vialation of any provision of
the Code, any other law administered Dy the Commission, the rules or reguiations thereunder, of
the rules of the self-regulatory organizaton. in any disciplinary proceading by 5 self regutatary
organization {other tharn & summary proceeding pursuant o paragra ph (o) of this subsection) the
seff-requiatory organizalion shall brng specific charges, provide notice fo the parscn charged,
afford the person charged with an opportunity to defend against the charges, and keep a record
of the procesdings. A determination to impose a disciplinary sanction shall be supported by a
written statement of the offerse, a summary of the evidence presentad and a statement of the
sanction imposed.

(o) A self-reguistory organization may summarily: (i) suspend a member, participary
of person assaciated with a member wha has been of is expelled or suspended from any gther
self-regulatory organization’ o i} suspend a member who the self-requlaiory organization finds
o be in such financial or oparating difficulty that the member or participant cannot be permited to
rontnue o do buginess &s & member with safety o investors, creditors, other members,
participanis or the self-egutatory grganzabion, Proyided. That the selfregulatory organizaton
immediately notifies the Commission of lhe action taken. Any persan aggrieved by a Summary
action pursuant to this paragraph shall be promptly afforded an opporunity for 2 hearing by the
association in accordance with the provisions of paragraph (a) of this subsecton. The
Commissioner, by order, may stay a summary action on i OWn Motion or upon BpTIcaton by
any person aggrieved thereby, i the Commissioner detenminas summarily or afier due notce and
hearing {which hearing may consist solely of #e submission of affidavits or presentation of o
arguments) that a stay is eonsistent with the public interest and lhe protection of the insuring
putilie. :

“ct A self-regulatory oeganizaton shall promptiy natify the Commission of ary disciplinary
eanction on any member thersof or parbcipant therein, any demal of membership or parbcipaton
in such organization, or the imposition of any disciplinary sanction on 2 person associalad with 2
member ar & bar of such person from becoming 50 associated. Within thirty {300 days after such
notice. any aggiieved persan may appeal to the Commissigner from, of the Gomimissicner on ils




awn motion withn such peried, may instiute raview of, the decision of the setf-regulatory
organization, at the sanciusion of which, afier due nolice and hearing (which may consis: solely cf
review of the record before the selfreguiatory organizafion), the Commissioner shall affrm,
modify or set aside the sanction. 1n such proceading the Commissioner shall determine whether
the aggrieved person has engaged of amitted 0 engage in the acts and practices as found by &2
salf-regulatory organization, whether such acts and practices canstiute willful viotauons of this
Coda, any othar law administerad by the Commission, the rules or ragulations thereunder, or the
rues of the self-regulatory organization as specified by such orgamization, wheather such
Provisions were applied in a manne! consistent with the purposes of this Code, ‘and whathear, with
due regard for tha publc interest and the protection of investors the sanction is excessive of
oppressive.” ' :

SEC.88. A new Chapter on Confidentiality and a new Saction 430 of The Insurance Code. as
amended, are hereby added to read as follows:

“Chapter X
“CONFIDENTIALITY

“Goc. 430, Al fife insurance companies doing business in the Philipoines are hereby
required 1o infonm persons apglying for life insurance as well as persons propoased for insurance
that =s part of the underwriting procedure, a report may be ahtgined by the msurance Company
that will provide it with applicable and relevant information Tegarding the person's healtn, made of
living, and gther personal background as gathered from the person himself, from the results af
any required physical examination. fom the reports obtsined from physicars or other rmedical
personnet, institulions or tacilities where the person had been attended, or, in general, from soy
alher Sourtas. '

Al these information in relaton to the person’s  insurability shall be treated as
confidentia! and shall not be disclosed hy the [fe insurance company, its directors, offcers,
SrMpoyees, agents, brokers, or ather business partners, in any fom or manner, unless ctherwise
required by law, by ltawful order of a Court of competent jurisdicion, or upon the wntten
pertission of the person himself, provided, however, that the insurance company may rekease
informaltion in its file to other ife msurance companies to whom the person may apply for Ide,

acrident or heaslth insyrance, or 10 whom a ciam for benefits may be submited.”

SEC. 89. A new Chapter on Taxation and & new Caction 431 of The Insurance Code as
amended, are hereby added ko read as folkoars.

“Chapter Xt
“TAXATION

'Gec 431, The death benefis received under a kfe insurance policy shall be exempt
from all taxes "

SEC. 80. Chapter ¥ill on The Insurance Comwnissioner af The Insurance L.ode, a5 amended, is
hereby renumbered as Chapter X[

SEC. 91. Section 414 of The Insurance Code, as amended, is hergby renumbered as Section
432 and amended 10 read a5 folows!

s2ec 432 The Insurance Commissioner shall have the duy ba see that all laws relating
1 insurance, insurance companies and ather ieeurnnce matiers, mutuat benef associabors. and
trusis for charitable uses are farthfully executed and to parform the duties impasad upon him by
this Code, and shall, notwithstanding any endcting taws 1o the contrary, fiane soke and exciusive
authority to regulate the issusnce and sake of yariabie contracts @s defined in section [two




hundrad thirty-two] anc to provice far the licensing of persons selling such contracts, ard 1o issue
such reasanable rules and regulakicns goveming the same.

“The Cammissionat mdy issue Such ruings, instructions, circutars, orders and cecision
as he may deem necessary 10 SeCure the emorcement of the nrovisions of this Code, 1o ensure
the efficient requistion of the insurance indusiry in accordance with global best practies and o
protect the insunng public, subject o the approval of the Secretary of Finance. Except 55
otherwise specified, decisions made by the Commissioner shall be appealable ta the Secr=tary of
I Finance. .

“In addition o the foregoing. the Commissiorer shall have the following powers a7d
funciions

“a} Formulate policies and recommendations on issues cancerming the insurance
industry, advise Congress and other gavermnment sgencies on all aspects of he insum@nce
industry and propose legislation and amendmenis thereto

o) Approve, reject, suspend revoke of require amendments to reqistration and licensing
appiications pravided for by this Code:

*=} Impose sanchons for the viclation of laws and the ruies, requiations and orders issucd
pursuant thersto,

“dy Prepare, approve, amend or repeal rules, regulations 2nd orcer, and 135Ue opinns
and provide guidance on and supervise compliance with such rules, regulations and orders;

"a) Enlist 2nd ad and suppart of and/or depulize any and all enforcement agences of the
Sovemment, civil or military as well as any neivate institution, comporarion, firm, associaton or
person in the implementation of its powers and funchions under this Code;

“f} Issue cease and desist orders o prevent fraud of injury ko the Tnsuring public:

“g) Punish for contempt of the Commission, both direct and indirect, in aceordance with
the pertinent provisions of and senatiies prescribed by the Rules of Court;

“h} Compe! the officers of any registerad insurance corporation or associaton o call
meetings of stockholders or members theregt under its supervisions;

*i} issue subpoena duces tecum and SUMMAan witnesses W appear in any proceedings of
the Commission and in appropnate Cases, arder the examination, $earch and seizure of al
documents, papers, fites and recomds, tax rehams, and books of acoounts of any entity or persan

+ under invastigation as may be necessary for the proper disposition of the casas before &, subject
to the pravision of existing laws;

"y Buspend or revoke, afler proper notice and hearing the license or cerificate of
authority of any entity or person under its requlation, upon.any of the gmunds prowided by law,

"k Conduct of examinalon © determine compliance with faws and reguiations i the
circumstances so wamant as determined by appropeata rules and requlations;

“|} Regular investigation which shal: nat be oftener than once a year fiom the last date of
exarination 12 determing whether an instintion is corductng its Dusiness on a safe an sound
hasls: Provided, That, the dafcienciesfimeguianties found by or giscowered by an audit shall be
immedigtety addressed; ;




m} Inguire inte the solvency and Yguidity of the instituticns under iis supervisian and
enforce prompt corrective achion; and

“k) Exercise such other powars a= may be provided by law as well a5 thosa which may
be implied frmm, or which arg necessary of incidental to the carrying out of, {he BXIRRS DOWETS

grantad the Commission to achieve the ohjectives and purposes of thesa laws.”

SEC. 92, The old Section 415 of The Inswrance Code, as amended, is hereby renumbered as
Sechon 433 and the sections subsequent thareto are accordingly renumbered until Section 424,
which shall be renumbersd as Section 443

SEC. 93. This Act shall atso amend the secton aumbers referred to in The Insurance Gode 1o
reflect the renurmbering resuiting from the amendments brought about by this Act. )

SEC. 94. Separabiiity Clause. \fany provision or part hereof, 15 held invatid or unconsirtubonal,
the remainder of the law or the provision not otherwise affected shall remain valid and subsistmg.

SEC.85. Repesiing Clause. All laws, decrees, arders. rues and regulations or parts thereof,
neonsistent with this Act are hereby amended or rnified accordingly.

SEC.96. Effactivity. This Act shall take effect 15 days following its publication in a newspaper of
general circulation, provided hat the tax incentives granted hereunder shall take effect on

Appmved,
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