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I. INTRODUCTION 

Corpurate Rehabilitation was initially a term relatively unknown to Philippine 
Courts. . Corporate rehabilitation was not considered a remedy allowed 
within its jurisdiction. Rather, the Insolvency taw1 provided that distressed 
corporations may either tile for suspension of payments or petition the 
Courts to have the corporation declared as insolvent. The first remedy was 
taken from the Spanish Code of Commerce while the latter was based on 
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I. Insolvency Law of the Philippines, Act No. 1956 (1909). 
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the California Insolvency Act of 1895.2 Under suspension of payments, a 
debtor, who, possessing sufficient property to cover his debts, but foresees 
the impossibility of meeting them when they respectively fall due, may 
petition that he be declared in a state of suspension of payments by the 
courts) Since suspension of payments was reserved for solvent debtors, this 
option was not available to insolvent corporations. The remedy for such 
corporations was to set forth a petition, stating among other things its 
inability to pay all its debts in full, its willingness to surrender all its property 
to an assignee for the benefit of its creditors, and that it is applying to be 
adjudged an insolvent.4 Because of the inadequacy of these two remedies, 
Presidential Decree 902.-A 5 was promulgated, modifying suspension of 
payments provided for in the earlier law and expanding the options of 
financially distressed corporations to include corporate rehabilitation and 
dissolution. "These remedies are regulator-driven or SEC-controlled 
inasmuch as in the exercise of this exclusive jurisdiction, the SEC [Securities 
and Exchange Commission] has taken the position that the provisions of Act 
Number 1956 are not applicable to these remedies."6 

The were limited to insolvency proceedings; there were no 
rules governing corporate rehabilitation. The only guide corporations had 
were internal rules promulgated by the Securities and Exchange Commission 
(SEC). The passage of the Securities Regulation Code,7 which transferred 
the jurisdiction over rehabilitation and insolvency cases from the SEC to the 
regular trial courts and the Interim Rules of Procedure on Corporate 
Rehabilitation, 8 did not change anything. Despite their promulgation, it can 
be said that the available rules or statutes regarding corporate rehabilitation 
are insufficient for its effective implementation, 

The current absence of comprehensive legislation regarding the 
rehabilitation of financially distressed corporations in the Philippines has 
encouraged jurisprudence to develop and respond to this need. The result is 

2. Danilo L. Concepcion, Insolvency Systems in Asia, available at 
http://www.oecd.org/ dataoecd/4/II II 89733 s .pdf Qast accessed August s, 
2004) [hereinafter Concepcion]. -

3- Act No. 1956, § 2. 
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5· Reorganization of the Securities and Exchange Commission with Additional 
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the Office of the President, Presidential Decree 902-A (1976). 
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SC (2000) (INTERIM RULES Of PROCEDURE ON CORPORATE 
REHABILITATION). 















I 
ATENEO LAW JOURNAL 

VI. CONCLUSION 

The prevailing rule is that all creditors, regardless of their security interests 
over the assets of the debtor, must be treated on equal footing and without 
any distinction in order to achieve the successful implementation of the 
rehabilitation plan. It explains the necessity of the absence of distinction in 
this stage, which is to further facilitate the rehabilitation process of a 
corporation, which in essence, is focused on the survival of the corporation, 

, .which will redound to the benefit, not just of the corporation and its 
stockholders, but also of its creditors. This is different from bankruptcy 
prqceedings which are focused only on the payment of debts owing to the 
creqitors. However, secured creditors are entided to adequate protection 
durihg the implementation of the plan to the extent of the value of their 
collateral, without which, they may ask to lifr the stay order. Secured 
creditors may invoke preference of credits by enforcing their security 
arrangement once the stay order is lifted, or when the rehabilitation plan 
fails, or when the suspension of payments or rehabilitation proceedings are 
terminated, 
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In June 2004, the National Commission on the Role of Filipino Women 
(NCRFW) submitted the Combined Fifth and Sixth Philippine Progress 
Report on the Implementation of the UN Convention on the Elimination 
of all Forms of Discrimination Against Women (CEDA W). 1 Under the 
CEDAW, the Philippines is obliged to submit a report (Country Report) to 
a ofExperts (Committee) which serves as the treaty's monitoring 
body. Among others, a Country Report should contain information on the 
initiatives, changes and measures, both in policy and law, which the State has 
made in order to comply with its treaty obligations. It should also point out 
obstacles and difficulties encountered in its efforts to comply with said 
obligations. After submission, the Committee reviews it and thereafter, issues 
its observations expressing concerns, suggestions and other recommendations 
on what the country report should have further included.2 Ideally, a. Country 
Report should be submitted every four years. In the case of the Philippines, 
however, its fifth periodic report was due last 4 September 1998.3 The 
NCRFW, which is the agency charged with making the report, was only 
able to complete its data this year, and thus decided to consolidlte the fifth 
and sixth Country Reports4 into one. 
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