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WHEREAS many domestic insurance companies have, on account of the Pacific War, sustained big losses and
are not now in a position to resume operations, pay their creditors and provide insurance facilities for the insuring
public; and

WHEREAS the economic reconstruction program of the country demands the immediate resumption of the
business operation of domestic insurance companies which have hot been reopened by rehabilitating their
finances;

NOW, THEREFORE, I, SERGIO OSMEÑA, President of the Philippines, by virtue of the powers vested in me by
the Constitution and existing laws of the Philippines, do hereby order:

Section 1. The sum of three million six hundred thousand pesos is hereby appropriated out of any funds in the
National Treasury not otherwise appropriated to constitute a special fund which shall be designated "DOMESTIC
INSURANCE COMPANY REHABILITATION FUND." This fund shall be used to purchase preferred shares of
stock of insurance companies organized and now existing under and by virtue of the laws of the Philippines, and
such part of this fund hot so utilized within two years of the effective date of this Order or such earlier date as the
President may determine, shall revert to the general fund of the National Treasury.

Sec. 2. The fund shall be placed under the management of the Financial Rehabilitation Board created by section
two of Commonwealth Act Numbered Seven hundred and twenty-six. This Board shall manage the fund, invest
the same under terms and conditions not inconsistent with the purposes of this Order, and limit salaries and other
expenses paid or incurred by the companies receiving aid from the special fund herein appropriated. The Board
shall issue such further rules and regulations as it may deem necessary to carry out the purposes of this Order.

Sec. 3. The Board may invest the fund entrusted to it for management and investment under this Order in
preferred shares of domestic insurance companies applying to it for financial assistance after the Board is satisfied
that the shareholders of the company had exerted every effort to extend assistance to the applicant. The Board
may subscribe up to fifteen million pesos in such preferred shares, not less than twenty-five per centum thereof
payable upon subscription and the balance upon call by the company as need therefor arises. In determining the
financial condition of the company under the provisions of Act Numbered Twenty-four hundred and
twenty-seven, as amended, the balance of the subscription payable shall be admitted as an asset. Such shares shall
be entitled to cumulative dividends at the rate of one per centum during the first five years; two per centum during
the second five years and three per centum thereafter; shall be preferred as against the common and other
preferred shareholders in the distribution of assets in the event of liquidation; and shall be entitled to voting
privileges.

Sec. 4. The Board may sell to the highest bidder in the open market the whole or any part of the preferred stock
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which it holds, but preference shall be given to the company or the stockholders thereof.

Sec. 5. All dividends paid on the shares held by the Board as well as the proceeds of the sale of .said shares shall
revert to the general fund of the National Treasury.

Sec. 6. Insurance companies now existing under the laws of the Philippines are hereby authorized to issue
preferred shares of one or more classes in accordance with the provisions of this Order. When, in the opinion of
the Insurance Commissioner, the financial condition of an insurance company warrants the retirement of preferred
shares, the company may, at its option or upon the request of the preferred stockholders retire such shares or a
portion thereof by paying the par value plus accumulated dividends: Provided, That the legal reserve required by
sections one hundred and eighty-three and one hundred and eighty-six of Act Numbered twenty-four hundred and
twenty-seven, as amended, and the entire paid-up capital remain unimpaired and a sum sufficient to pay all losses
reported or in the course of settlement, and all liabilities for expenses and taxes is provided for; and Provided,
further, That preferred shares held by the Board shall be retired before other preferred shares.

Sec. 7. If, in accordance with sections one hundred and seventy-four and one hundred and seventy-five of Act
Numbered Twenty-four hundred and twenty-seven, as amended by Act Numbered Thirty-one hundred and
fifty-two and Commonwealth Act Numbered Six hundred and ninety-seven, the Insurance Commissioner shall
find that, instead of liquidating an insolvent domestic insurance company now existing, it would be more
beneficial to its creditors and policyholders to permit the said company to resume its operations through the
segregation of the excess of its non-preferred liabilities over its assets less the amount of preferred liabilities, and
the conversion of said excess into pro rata credits of deferred payments burdening future net profits, the Insurance
Commissioner may so order. In such case, the deferred liabilities shall not encumber the assets of the company,
but the net profits of the company shall be devoted, after covering the dividend requirements of any outstanding
preferred shares, to the payment of the said deferred liabilities until the same have been paid in full. If creditors
and policyholders of the company representing ten per centum or more of the company’s liabilities claim that the
order of the Insurance Commissioner is arbitrary and prejudicial to the creditors and policyholders in general, or is
null or erroneous for any reason, the same may, within thirty days after the company has been notified of the order
of the Insurance Commissioner, institute an action in the Supreme Court to annul or modify the same, and the said
Court shall have original jurisdiction to hear and determine the case, to appoint a referee to receive the evidence,
shall shorten and simplify the proceedings, and shall cause the entry of its final judgment of the same to be made
within thirty days after the case has been submitted for decision.

Sec. 8. Domestic insurance companies which do not receive aid under the provisions of this Order are hereby
authorized to issue preferred or common stock, or both, for the purpose of rehabilitating themselves.

Sec. 9. All laws, executive orders, regulations and parts thereof inconsistent with the provisions of this Order are
hereby repealed.

Done at the City of Manila, this 20th day of April, in the year of Our Lord, nineteen hundred and forty-six and of
the Commonwealth of the Philippines, the eleventh.

(Sgd.) SERGIO OSMEÑA
President of the Philippines

By the President:
(Sgd.) JOSE S. REYES
Secretary to the President

BATAS.org - Philippine Law Library EXECUTIVE ORDER NO. 107, April 20, 1946

© 2026 batas.org  ·  Philippine Bar Review & Law-School Companion Page 2 of 3

Bar review courses, mock exams and a study planner that keeps you on pace - batas.org



ABOUT BATAS.ORG

Study smarter at BATAS.org
The Philippine bar review and law-school companion built around how your brain actually remembers.

The complete Philippine law library - free for everyone.
More than 100,000 Supreme Court decisions, Republic Acts, and executive issuances - full-text searchable, browsable
by category and year, and always free. No paywall, no login. This PDF came from it.

Audio case-brief lectures.
Any decision becomes a podcast-style lecture - facts, issues, ruling, and doctrine - with read-along highlighting and a
hands-free presentation mode. Study while commuting, working out, or resting your eyes.

Bar review built on the science of memory.
Complete, sequenced courses for all eight bar subjects, narrated like podcasts and reinforced with retrieval practice and
spaced review - the study techniques with the strongest evidence behind them.

The full law-school curriculum.
One subscription unlocks the entire J.D. curriculum - every subject, every lesson, with your progress tracked down to
the paragraph so you can pick up exactly where you left off, on any device.

Mock exams that tell you where you stand.
Timed multiple-choice exams graded instantly, with per-subject score breakdowns and focus suggestions that point you
at your weakest topics first.

A study planner that keeps you on pace.
Set your schedule and BATAS tells you every day whether you are on track for bar day - and exactly which lesson to
take next.

Start free at https://batas.org
The law library is free forever - and your first lesson is one click away.

The text of this document is an official public record and remains in the public domain. Formatting, presentation, and compilation © 2026
batas.org.

Downloaded free from the batas.org Law Library. Share it freely - the library is free for every law student, bar reviewee, and practitioner.

BATAS.org - Philippine Law Library EXECUTIVE ORDER NO. 107, April 20, 1946

© 2026 batas.org  ·  Philippine Bar Review & Law-School Companion Page 3 of 3

Study hands-free: podcast-style lessons with read-along highlighting - batas.org


