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WHEREAS, recognizing the need to secure the solvency position of insurers and to adequately protect the
insuring public, the Department of Finance issued Department Order (D.O.) No. 27-06, establishing fixed annual
capitalization increases through the years 2006 to 2010/2011;

WHEREAS, to establish a more efficient capitalization structure attuned to the risks carried by individual insurers
and in step with the government’s prudential regulatory measures, the Insurance Commission issued Insurance
Memorandum Circular (IMC) No. 6-2006 and Insurance Memorandum Circular (IMC) No. 7-2006 prescribing
the Risk- Based Capital (RBC) framework for insurers;

WHEREAS, under Section IX of D.O. No. 27-06, the fixed capitalization increases were mandated without
prejudice to other requirements to be imposed under the RBC framework to be adopted by the Insurance
Commission;

WHEREAS, to synchronize the application of D.O. 27-06 and IMC Nos. 6-2006 and 7-2006 to insurers, thereisa
need to integrate the compliance standards under D.O. No. 27-06 and IMC Nos. 6-2006 and 7-2006 and issue
implementing rules therefor.

NOW, THEREFORE, pursuant to the authority vested in me by the Insurance Code, as amended, and after the
series of consultations, dialogues, and discussions conducted and held with insurance industry associations, the
following rules and regulations are hereby promulgated:

- Consolidated Compliance Framework - Compliance with RBC and Fixed Capitalization regquirements both
aimed at assuring a secure level of stability for the life insurance and non-life insurance industries shall be
integrated and governed by a consolidated framework of compliance prescribed hereunder:

- Fixed Capitalization (Statutory Net Worth and Paid-Up Capital) Requirements - All insurers must possess the
capitalization required for the year 2006 as set out in D.O. No. 27-06.

Insurers with foreign equity but required to have paid-up capital equal to that of a wholly Filipino-owned
domestic insurer shall be considered a wholly Filipino-owned domestic insurer for purposes of determining their
required capital under D.O. No. 27-06.

- RBC Requirements - All insurers shall annually comply with the RBC ratio requirements set forth under IMC
Nos. 6-2006 and 7-2006. Failure to meet the said requirements shall result in the corresponding Action/Control
Event(s) prescribed in the said IMC's.

- The Fixed Capitalization requirement for a given year may be suspended for insurers that comply with the
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required RBC Hurdle Rate, provided that the industry (either life or non-life) to which they belong, complies with
the required Industry RBC Ratio Compliance Rate. The Industry RBC Ratio Compliance Rate is the ratio of the
number of insurers which are able to meet the corresponding RBC Hurdle Rate requirement for a given year to the
total number of insurersin the industry.

The Industry RBC Ratio Compliance Rates and the RBC Hurdle Rates are based on the annual schedule of
progressive rates shown below:

Basisof RBC

Ratio Review Y ear Industry RBC Ratio
Compliance Rate RBC

Hurdle Rate

2006 Synopsis
2007
80%
150%
2007 Synopsis
2008
85%
175 %
2008 Synopsis
2009
85%
200%
2009 Synopsis
2010
90%
200%
2010 Synopsis
2011
90%
250%
- Aninsurer shall be required to meet the level of Fixed Capitalization requirements under D.O. No. 27-06:

a If the Industry RBC Ratio Compliance Rate is not achieved by the industry, irrespective of whether or not the
insurer complies with the RBC Hurdle Rate requirement; or

© 2026 batas.org - Philippine Bar Review & Law-School Companion Page 2 of 5
Bar review courses, mock exams and a study planner that keeps you on pace - batas.org



BATAS.org - Philippine Law Library IC INSURANCE MEMORANDUM CIRCULAR NO. 10-2006, Novem...

b. If the Industry RBC Ratio Compliance Rate is attained by the industry, but the insurer fails to satisfy the RBC
Hurdle Rate requirement.

- Suspension of the Fixed Capitalization requirement is on a year to year basis. If the criteria for suspension are
complied with, the qualified insurer is not required to have the paid-up capital and net worth under D.O No. 27-06
for the relevant year. If the criteria are not complied with in the succeeding year/s, the insurer must have the
required paid-up capital and net worth equivalent to the suspended or the lowest suspended level of Fixed
Capitalization applicable to that insurer.

Attached as Annex A isanillustration of the application of the compliance requirements under this IMC.

- Assessment of Industry Performance - Beginning year 2009 and every year thereafter, the Insurance
Commission shall assess the performance of the industry to verify if, on the basis of the Industry RBC Ratio
Compliance Rate, as may be determined from time to time by the Insurance Commissioner, the industry is stable
enough to stop the implementation of Fixed Capitalization requirement under D.O. No. 27-06.

- Applicable Fines - Without prejudice to other administrative sanctions provided in the Insurance Code, the fines
payable for non-compliance with this IMC shall be those provided for under Section 415 of the Code.

Provisions on fines under previous issuances or circulars inconsistent with Section 415 of the Code shall be
deemed inapplicable.

This Insurance Memorandum Circular No. 10-2006 shall take effect immediately.
Adopted: 29 Nov. 2006

(SGD.) EVANGELINE CRISOSTOMO-ESCOBILLO
Insurance Commissioner

Approved:

(SGD.) MARGARITO B. TEVES
Secretary
Department of Finance

ANNEX A
Illustration of Compliance Requirements under IMC 10-2006
- Inyear 2007, the industry attained a 90% RBC Compliance Rate.

- Insurer A - A wholly Filipino-owned domestic insurer complied with the RBC Hurdle Rate of 150%. The fixed
capitalization requirement of P150M in 2007 shall not be applied to Insurer A. Insurer A may continue to operate
with P100M capitalization in 2007.

- Insurer B - A wholly Filipino-owned domestic insurer failed to comply with the RBC Hurdle Rate of 150%.
Insurer B shall be required to comply with the fixed capitalization requirement of P150M in 2007. This isin
addition to any Action/ Control Events applicable depending on the insurer’s RBC ratio.

- In year 2008, the industry attained only 80% RBC Compliance Rate (Required Compliance Rate is 85%).

- The same Insurer A - One of the insurers that complied with the RBC Hurdle Rate of 150% in 2007. The fixed
capitalization requirement should be complied with since the Industry Compliance Rate (85%) was not achieved.
The level of fixed capitalization requirement to be complied with, however, is not the 2008 fixed capitalization
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requirement of P200M but the 2007 capitalization requirement of P150M since the latter is the suspended fixed
capitalization requirement for Insurer A.

- The same Insurer B - One of the insurers that did not comply with the RBC Hurdle Rate of 150% in 2007. The
fixed capitalization requirement should be met by Insurer B since the Industry Compliance Rate was not achieved.
Even if the insurer complies with the RBC Hurdle Rate this time, the fixed capitalization requirement shall be
imposed because the industry failed to comply with the required Industry Compliance Rate. The level of fixed
capitalization requirement to be applied to Insurer B is the 2008 fixed capitalization requirement of P200M since
the 2007 fixed capitalization requirement of P150M has already been imposed on Insurer B the previous year.

© 2026 batas.org - Philippine Bar Review & Law-School Companion Page 4 of 5
Turn this case into an audio lecture - facts, issues, ruling and doctrine - at batas.org



BATAS.org - Philippine Law Library IC INSURANCE MEMORANDUM CIRCULAR NO. 10-2006, Novem...

Study smarter at BATAS.org

The Philippine bar review and law-school companion built around how your brain actually remembers.

The complete Philippinelaw library - freefor 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 fromit.

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 al eight bar subjects, narrated like podcasts and reinforced with retrieval practice and
spaced review - the study techniques with the strongest evidence behind them.

Thefull 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 examsthat tell you whereyou 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 keepsyou 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.

© 2026 batas.org - Philippine Bar Review & Law-School Companion Page 5 of 5
Bar review courses, mock exams and a study planner that keeps you on pace - batas.org



