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**Title:** Ramos et al. v. Central Bank of the Philippines: The Application of the Tapia
Ruling on Bank Closure and Interest Liabilities

**Facts:** This case originated from the forcible closure of the Overseas Bank of Manila
(OBM, later renamed Commercial Bank of Manila or COMBANK) by the Central Bank of the
Philippines on August 2, 1968. Following its closure, OBM sought a rehabilitation plan,
which eventually led to its reopening on January 8, 1981. The Central Bank and OBM
entered into various agreements regarding the rehabilitation and repayment of loans and
advances, with specific terms relating to the payment of interests. The legality of applying
interests  on  Central  Bank  loans  and  advances  during  the  closure  period  became
contentious, leading to appeals for clarificatory rulings based on the precedent Tapia ruling
(105 SCRA 49, June 11, 1981), which held that a bank under forced closure by the Central
Bank is not liable to pay interest to depositors for the closure period. Pertinent motions and
petitions were filed and argued extensively up to the Supreme Court, involving intervenor
Commercial  Bank  of  Manila  and  Government  Corporate  Counsel  Manuel  M.  Lazaro,
representing COMBANK.

**Issues:** The main legal issue raised was whether COMBANK was liable for the payment
of interest on loans and advances from the Central Bank during the period of its closure
from August 2, 1968, to January 8, 1981, applying the Tapia ruling.

**Court’s Decision:** The Supreme Court resolved to deny with finality the Central Bank’s
motion for reconsideration, upholding its initial resolution that, following the Tapia ruling,
COMBANK is not liable for interest on Central Bank loans and advances during the closure
period.  The  Court  found  no  cogent  argument  sufficient  to  reconsider  its  stance.  This
decision highlighted the unique role of the Central Bank not merely as an ordinary creditor
but  as  the  monetary  authority  charged  with  the  banking  system’s  supervision  and
preservation.  Significant  development  noted  was  the  GSIS’s  acquisition  of  99.93%  of
COMBANK, emphasizing the resolution’s implication on government institutions beyond the
direct parties.

**Doctrine:** The doctrine established in this case reiterates the Tapia ruling, emphasizing
that the obligation to pay interest ceases when a bank’s operations are fully suspended by
the Central Bank. It underlines the consistency in applying this principle across different
obligations of the bank that could not be met during its complete closure period.

**Class Notes:**
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– **Tapia Ruling Reference**: When a banking institution is forcibly closed by the Central
Bank, it is not liable for the payment of interest on deposits or other obligations during the
period of cessation.
–  **Central  Bank’s  Role**:  Acts  not  as  an  ordinary  creditor  but  as  the  government’s
monetary authority, tasked with the supervision and sustainability of the banking sector.
–  **Government  Institutions’  Involvement**:  Decisions  regarding  liabilities  and  interest
payments  during  bank  closure  periods  can  have  broad  implications  that  affect  other
government institutions (e.g., GSIS).

**Historical Background:** The case of Ramos et al.  v. Central Bank of the Philippines
occupies a significant position in the jurisprudence related to bank closures, rehabilitation,
and the intricacies of financial obligations during suspended operations. It arose during a
period of increased scrutiny over banking practices and regulatory interventions in the
Philippines,  reflecting on the broader mechanisms of financial  stability and governance
within the banking sector. The resolution serves not only as a legal precedent but also as a
historical marker of the evolving relationship between financial institutions and regulatory
bodies in maintaining the integrity of the national banking system.


