
In this last quarter, the following activities rounded up
the Academy’s programs for 2013: the 68th Orientation
Seminar-Workshop for Newly Appointed Judges
(Tagaytay City); two batches of the Career Enhancement
Program for First Level Clerks of Court in Region IV
(Tagaytay City); two Development Program Seminars for
Court Legal Researchers in Regions II and VI held in the
cities of Baguio and Tagaytay, respectively; two lectures
in partnership with the Metrobank Foundation by way
of the Academic Excellence Lecture Series in the Judiciary
at the De La Salle University-Taft where Dr. Antonio G.
M. La Viña spoke on Environmental Law; and the 10th

Professorial Chair Lecture on “Internationalization of
Philippine Territory: The Question of Boundaries” by Dean
Merlin M. Magallona in the UP College of Law Auditorium
in Diliman, Quezon City.

In addition, eight PHILJA Special Focus Programs
were conducted: Seminar-Workshops on Substantive
Laws and Jurisprudence on Intellectual Property for
Selected Special Commercial Court Judges of the NCJR
and Regions I to V (Manila) and for Selected Special
Commercial Court Judges of Regions IX to XII and Selected
Court Attorneys of the Court of Appeals (Cagayan De
Oro City); two Seminar-Workshops on Strengthening
Judicial Integrity and the Rule of Law, one for Executive
Judges and Single Sala Court Judges of Region IV (Pasay
City) and another for Executive and Vice Executive Judges
and Single Sala Court Judges of Region V (Naga City); the
second  Competency Enhancement  Training  for  Judges,
Prosecutors, Social Workers and Law Enforcement
Investigators Handling Trafficking in Persons Cases
(Tagaytay City); the Competency Enhancement Training
for Judges and Court Personnel Handling Cases Involving
Children (Manila); a Seminar-Workshop on Various Laws
and Rules relating to Money Laundering and other
Financial Crimes for Judges in the NCJR (Manila); the
Validation Workshop on the Second Draft of the Helpbook
on Combating Human Trafficking in the Philippines
(Manila); two Seminars on Dangerous Drugs Law for
Judges, Prosecutors, Law Enforcers, and IBP Members
(Pangasinan and Mandaluyong); a CET Program
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DCA Thelma C. Bahia (seated seventh from right) with lecturers and participants of the 68th Orientation Seminar-Workshop for Newly Appointed
Judges held on November 5–14, 2013, at the PHILJA Training Center, Tagaytay City.

Evaluation and Stress Management for PHILJA Facilitators
and Trainors (Manila); and one Personal Security Training
for Judges (Tagaytay City).

Furthermore, two Focus Group Discussions, one for
Judges and another for selected Court of Appeals Justices
on Problem Areas in Handling Intellectual Property Cases
were held in Pasay City and Manila, respectively. A
Roundtable Discussion on International Best Practices on
Tax Mediation was conducted in Quezon City. PHILJA
assisted in no less than five convention-seminars for
different organizations of judiciary employees as follows:
the National Convention and Seminar of the Court
Librarians Association of the Philippines (CLAPHIL), the
theme of which was “Empowering Court Librarians for
Lifelong Skills: Excellence, Creativity, and Challenges”
(Bohol); the Philippine Judges Association (PJA) Annual
Convention and Election of National Officers with the theme
“Moving Fast, Moving Forward on Solid Ground” (Manila);
the Silver Anniversary and National Convention and Seminar
of the Philippine Association of Court Employees (PACE)
(Manila); the National Convention and Seminar of the
Philippine Trial Court Judges League, Inc., (PTJLI) entitled
“United and Stronger PTJLI @ 20…A Vital Partner in Nation
Building” (General Santos City); and finally, the National
Convention and Seminar of the First Level Clerks of Court
Association of the Philippines “FLECCAP: Sustaining Integrity
of the Judiciary Amidst Emerging Adversities” (Laoag City).

PHILJA also continued to support the Supreme Court’s
Enhanced Justice on Wheels (E-JOW) Program with the

conduct of its Information Dissemination component
through a Dialogue among Barangay and Court Officials
and Mobile Court-Annexed Mediation (MCAM) during the
EJOW Revisit in Malolos, Bulacan, at the height of typhoon
Yolanda on November 8, 2013. Despite the heavy rains,
the activity was well-attended and resulted in the release
of 207 inmates. Medical and dental care was dispensed for
439 other inmates. A record 1,283 participants attended
the Information-Dissemination program while 39 cases
were submitted for mediation.

The Philippine Mediation Center Office (PMCO), in
furthering Alternative Dispute Resolution, conducted its
last Refresher/Advanced Course for Court-Annexed
Mediators for the Metro Manila Mediation Program.

New rulings of the Supreme Court noted and reminders
given on doctrinal rulings, as well as the newly issued Court
orders, resolutions, and circulars including new OCA
circulars, have been posted on our website
http://philja.judiciary.gov.ph.

The year has flown fast. As we close 2013, I would like
to thank our ever-reliable officials and staff, our exceptional
corps of professors and lecturers, as well as our generous
program partners for giving their best to the Academy.
Our special thanks too, to the Chief Justice and the Court
En Banc for their solid support for all our programs and
activities. Above all, we thank the God Almighty for making
all these things possible.

All the best.
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TRAININGS, PROGRAMS AND ACTIVITIES

On December 3 to 5, 2013, the Asian Development Bank (ADB)
hosted the Second Asian Judges Symposium on Environment:
Natural Capital and the Rule of Law, in partnership with the
Supreme Court of the Philippines, United Nations Environment
Program (UNEP), World Wildlife Fund (WWF), United States
Agency for International Development (USAID), and the
Freeland Foundation, at the ADB Headquarters, Philippines.
The three-day symposium, attended by senior judges,
environment ministry officials, prosecutors, environmental law
practitioners, enforcers and luminaries, and civil society
representatives from Asia and the Pacific, aimed to: (a) share
updates on the Asian Judges Network on Environment (AJNE)
and judicial innovations in cases relevant to environment and
natural capital since the First Asian Judges Symposium; (b) share
information on  the concept of natural capital and consider the
state of Asia and the Pacific’s key ecosystems and ecosystems
services that form its natural capital and their economic value;
(c) consider the laws, and the law enforcement challenges
affecting the Asia Pacific’s natural capital, and the role of judges
in the Asia Pacific in deciding cases affecting natural capital;
and (d) consider how the AJNE can promote a wider
understanding among the judiciary of natural capital as a
relevant concept for informing decision making and how it can
best serve the needs of Asian judiciaries.

The symposium also served as a venue to formally launch
the AJNE, a more permanent framework for cooperation borne
out of the efforts of 110 participants including our Chief Justice,
at the First Asian Judges Symposium held in Manila in 2010. The
AJNE underscores the critical role that Asian judiciaries play in
promoting cooperation among Asia Pacific region judges in
enforcing environmental laws, generating knowledge of
environmental challenges, and in the sharing of experiences in
dealing with such challenges.

Officials from the host and partner agencies led the Opening
Session with Chief Justice Maria Lourdes P. A. Sereno delivering
the Opening Remarks. Forming part of the Philippine delegation
from the judiciary were Supreme Court Associate Justices
Presbitero J. Velasco, Jr. and Diosdado M. Peralta, PHILJA
Chancellor Adolfo S. Azcuna, and Judge Divina Luz P. Aquino-
Simbulan who spoke in the said symposium; officials and staff
from the Supreme Court and PHILJA; and selected trial court
judges. Panel discussions were held to discuss challenges in
judicial decision making on issues regarding natural capital; on
innovation for judicial decision making; and on strengthening
capacity to decide natural resource cases. Climate Change
Impacts on Key Ecosystems; and Planning, Permitting, and
Environmental Impact Assessment (EIA) were discussed on the
last day of the symposium.

Supreme Court and PHILJA Attend the Second Asian Judges Symposium on Environment
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On October 18, 2013, the PHILJA conducted a Focus Group
Discussion on Problem Areas in Handling Intellectual Property
(IP) Cases to gather information on existing problem areas
and emerging issues in the handling of IP cases by judges
who had undergone initial training on intellectual property.
Selected special commercial court judges from the NCJR,
representatives from the Intellectual Property of the
Philippines, and IP resource persons comprised the 24
participants.

A general assessment of contemporary and emerging
issues and concerns on investigation, prosecution, and
resolution of IP cases was first presented before the two
discussion sessions. Data, comments, and reactions
gathered in the discussion sessions on (a) issues and
concerns in handling civil cases on IPR, including
provisional remedies, and (b) issues and concerns in
handling criminal cases on IPR likewise including issuance
and quashal of search warrants and provisional remedies,
shall serve as baseline information for determining future
training curricula for forthcoming Seminar-Workshop on
Intellectual Property for Judges.

Focus Group Discussion for Judges on Problem
Areas in Handling Intellectual Property Cases

On December 9, 2013, the PHILJA conducted a Competency
Enhancement Training (CET) Program Evaluation and
Stress Management for PHILJA Facilitators and Trainors.
It was attended by 37 participants composing of PHILJA
officials and personnel, and CET facilitators and lecturers.

There were two parts to this program. The first part
was the review of the following training programs: CET-
Child Abuse; Judicial Integrity and CET-Trafficking. As a form
of a workshop, the participants were divided according to
these three programs and were tasked to review and assess
each program’s components and identify those that could
either be retained, changed or eliminated in accordance
with the changing times and the application of prevailing
doctrines. Future targets in terms of new trainees, venues,
topics and matters of implementation were further
discussed. The outputs were presented and critiqued in
plenary. The second part was the stress management
training and workshop. Dr. Norieta Balderama, one of the
most prominent psychiatrists in the country, facilitated this
workshop by engaging the participants in physical and
mental exercises that identify the stage and stress level of
participants; analyze the physical, emotional, and social
causes of stress and the different coping mechanisms; and
suggest ways to manage stress.

Competency Enhancement Training Program
Evaluation and Stress Management for PHILJA

Facilitators and Trainors

In order to re-apprise judges on various laws and rules
relating to money laundering and other financial crimes;
to identify problem areas in the adjudication of money
laundering cases; to acquaint judges with the current state
of our country in terms of eradicating money laundering
and financial crimes; and to create a venue for an effective
exchange of knowledge in handling money laundering
cases, the PHILJA conducted the Seminar-Workshop on
Various Laws and Rules Relating to Money Laundering and
Other Financial Crimes on November 6 to 7, 2013.  It was
attended by 30 selected NCJR judges who have handled
cases involving money laundering and other financial
crimes.

Seminar-Workshop on Various Laws
and Rules Relating to Money Laundering

and Other Financial Crimes

Roundtable Discussion on
International Best Practices on Tax Mediation

On October 18, 2013, the PHILJA conducted a Roundtable
Discussion on International Best Practices on Tax Mediation
upon the request of the Court of Tax Appeals (CTA) in
coordination with the United States Agency for
International Development (USAID) and the American Bar
Association–Rule of Law Initiative (ABA-ROLI). CTA justices
and other stakeholders comprising SC and PHILJA
officials/PMCO ExeCom members; representatives from
USAID/ABA-ROLI, Department of Finance, Bureau of
Customs, Bureau of Internal Revenue, Department of
Agriculture, Office of the Solicitor General, Tax
Management Association of the Philippines; and
prospective CTA mediators discussed the mediation of tax
cases in other jurisdictions and its applicability in the
Philippine setting.

Mr. Daniel Yamshon, a member of the California State
Bar and an ADR practitioner, and Mr. Mark D. Allison, a
member of the New York State Bar and of the US Tax Court,
were the lead discussants  on the topics lessons learned in
international considerations in tax court-related ADR and
US tax mediation best practices. In the open forum that
followed, two important challenges facing tax mediation
surfaced: (a) lack of authority of the government agents to
compromise, and (b) the existing tax legislation which
vested the authority to compromise tax liabilities with
the BIR Commissioner and the Evaluation Board as regards
tax cases, as well as with the Secretary of Finance. To
address these concerns, the participants suggested the
following remedies: consider mediation in CTA as a
conduct of mediation under the Rules of Court and not
under the provisions of National Internal Revenue Code;
and to add the rules on Judicial Dispute Resolution to the
implementing rules on mediation in the CTA.

          (Continued on page 55)
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68th Orientation Seminar-Workshop for Newly Appointed
Judges

Date:  November 5 to 14, 2013
Venue: PHILJA Training Center, Tagaytay City
Participants: 42 newly appointed and 5 promoted judges,
namely:

A. NEW APPOINTMENTS

REGIONAL TRIAL COURTS

REGION IV
Hon. Marlyn R. Agama
RTC, Br. 33, Siniloan, Laguna
Hon. Caesar C. Buenagua
RTC, Br. 37, Calamba, Laguna
Hon. Gay Marie F. Lubigan-Rafael
RTC, Br. 46, San Jose, Mindoro Occidental
Hon. Robert Victor C. Marcon
RTC, Br. 54, Lucena City, Quezon
Hon. Dennis Galahad C. Orendain
RTC, Br. 53, Lucena City, Quezon
Hon. Maria Josefina G. San Juan-Torres
RTC, Br. 79, Morong, Rizal

REGION VII
Hon. Jacinto G. Fajardo, Jr.
RTC, Br. 66, Talisay City, Cebu

REGION IX
Hon. Abdulmoin M. Pakam
RTC, Br. 5, Bongao, Tawi-Tawi

REGION XI
Hon. Cesar P. Bordalba
RTC, Br. 31, Dapa, Surigao del Norte
Hon. Jocam Joseph C. Jocson
RTC, Br. 7, Bangaga, Davao Oriental
Hon. Magnolia C. Velez
RTC, Br. 20, Digos City, Davao del Sur

MUNICIPAL TRIAL COURTS IN CITIES

REGION IV
Hon. Pamela T. Chavez-Izon
MTCC, Br. 2, Batangas City
Hon. Hilda P. Mendoza
MTCC, Imus City, Cavite
Hon. Maria Concepcion M. Serrano-Altea
MTCC, Biñan City, Laguna
Hon. Leah Angeli B. Vasquez-Abad
MTCC, Calamba City, Laguna

REGION V
Hon. Nonna O. Beltran
MTCC, Br. 1, Naga City, Camarines Sur

Orientation
REGION VIII
Hon. Noel G. Sermense
MTCC, Calbayog City, Samar

REGION XI
Hon. Nanette G. Lemana
MTCC, Br. 6, Davao City
Hon. Emilio O. Quianzon, Jr.
MTCC, Br. 2, General Santos City

MUNICIPAL TRIAL COURTS

REGION IV
Hon. Janice L. Andrade-Udarbe
MTC, Tagkawayan, Quezon
Hon. Fatima Angela O. Pancho-Santos
MTC, Catanauan, Quezon
Hon. Maila D. Santos
MTC, Cardona, Rizal

REGION XI
Hon. Maria Sophia T. Palma Gil-Torrejos
MTC, Laak, Compostela Valley

MUNICIPAL CIRCUIT TRIAL COURTS

REGION IV
Hon. Alelie A. Briones-Garcia
5th MCTC: Polillo-Panukulan, Quezon
Hon. Maria Socorro A. Godoy
3rd MCTC: Alitagtag-Sta. Teresita, Batangas
Hon. Ingrid Anne G. Riola-Bermido
3rd MCTC: Padre Burgos-Agdangan, Quezon

REGION VI
Hon. Blas C. Nolasco, Jr.
3rd MCTC: Murcia-Salvador Benedicto, Negros Occidental
Hon. Ranhel A. Perez
7th MCTC: Enrique B. Magalona-Manapla, Negros Occidental

REGION VII
Hon. Kit S. Enriquez
9th MCTC: Boljoon-Alcoy, Cebu

REGION IX
Hon. Pacifico T. Cimafranca, Jr.
8th MCTC: Dumalinao-San Pablo-Tigbao-Guipos,
Zamboanga del Sur
Hon. Alnaiza T. Hassiman
5th MCTC: Katipunan-Sergio Osmeña, Sr.,
Zamboanga del Norte

REGION X
Hon. Rainier Eusebio D. Aquino
7th MCTC: Lantapan-Cabanglasan, Bukidnon
Hon. Susan S. Azares
6th MCTC: Kibawe-Damulog-Kandingilan, Bukidnon
Hon. Stephen Ian T. Belacho
1st MCTC: Calamba-Baliangao, Misamis Occidental
Hon. Sabrina B. Lagamon
8th MCTC: Initao-Libertad, Misamis Oriental
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Hon. Alvyn R. Lopena
3rd MCTC: Aloran-Panaon, Misamis Occidental
Hon. Jerlie P. Luis-Requerme
3rd MCTC: Impasugong-Sumilao, Bukidnon
Hon. Leah M. Sajulga-Caña
1st MCTC: Magallanes-Las Nieves-Remedios T. Romualdez,
Agusan del Norte
Hon. Anthony P. Vitor
3rd MCTC: Jabonga-Kitcharao, Agusan del Norte

REGION XI
Hon. Renato D. Bermejo
5th MCTC: Malita-Sta. Maria-Don Marcelino, Davao del Sur

REGION XII
Hon. Osop M.P. Abbas
9th MCTC: Wao-Bumbaran, Lanao del Sur
Hon. Norlinda R. Amante-Descallar
9th MCTC: Kumalarang-Lakewood-Bayog, Zamboanga del Sur

B. PROMOTION

REGIONAL TRIAL COURTS

REGION IV
Hon. Mercedes D. Lindog
RTC, Br. 14, Nasugbu, Batangas

REGION IX
Hon. Felix B. Rodriguez, Jr.
RTC, Br. 18, Pagadian City
Hon. Cherry Joy C. Concha-Ageas
RTC, Br. 1, Dipolog City
Hon. Catherine C. Fabian
RTC, Br. 16, Zamboanga City
Hon. Anthony D.T. Isaw
RTC, Br. 24, Ipil, Zamboanga Sibugay

CEP for First Level Clerks of Court

Date:  October 10 to 11, 2013
Venue: PHILJA Training Center, Tagaytay City
Participants: 80 MTCC, MTC and MCTC clerks of court of
Region IV (Batch 1)

Date:  October 17 to 18, 2013
Venue: PHILJA Training Center, Tagaytay City
Participants: 67 MTCC, MTC and MCTC clerks of court of
Region IV (Batch 2)

CDP for Court Legal Researchers

Date:  October 23 to 24, 2013
Venue: Hotel Veniz, Baguio City
Participants: 26 RTC and MTCC court legal researchers of
Region II

Career Enhancement Program (CEP)

Career Development Program (CDP)

Date:  November 27 to 28, 2013
Venue: PHILJA Training Center, Tagaytay City
Participants: 71 RTC and MTCC court legal researchers of
Region VI

Academic Excellence Lecture Series in the Judiciary (Third
Rollout of the Metrobank Foundation Professorial Lecture)
Featuring the Presentation “Environmental Law and The
Future: What’s Next?”

Date:  October 16, 2013
Venue: Marilen Gaerlan Conservatory, De La Salle University,
Manila
Participants: 199 SC justice; SC and PHILJA officials and
employees; RTC, MeTC, MTCC and MTC judges and legal
researchers; and other guests

10th Metrobank Foundation Professorial Chair Lecture
Featuring the Topic “Internationalization of Philippine
Territory: The Question of Boundaries”

Date:  November 13, 2013
Venue: College of Law, University of the Philippines, Diliman,
Quezon City
Participants: 163 SC, SB and CTA justices; SC and PHILJA
officials and employees; RTC judges, branch clerks of court,
and legal researchers; and other guests

Seminar-Workshop on Substantive Laws and Jurisprudence
on Intellectual Property

Selected Special Commercial Court Judges of the National
Capital Judicial Region and Regions I to V
Date:  October 22 to 23, 2013
Venue: Hyatt Regency Hotel, Manila
Participants: 26 RTC judges and IPO hearing officers

Selected Special Commercial Court Judges of Regions IX to
XII and Selected Court Attorneys of Court of Appeals–
Cagayan de Oro City Station
Date:  November 20 to 21, 2013
Venue: Mallberry Suites Hotel, Cagayan de Oro City
Participants: 39 RTC and MTCC judges, clerk of court and CA-
CDO lawyers and personnel

Seminar-Workshop on Strengthening Judicial Integrity and
Rule of Law

Executive Judges and Single Sala Court Judges of Region IV
Date:  October 24 to 25, 2013
Venue: Traders Hotel, Pasay City
Participants: 31 RTC judges

Special Lectures

Special Focus Programs
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Executive and Vice Executive Judges and Single Sala Court
Judges of Region V
Date:  November 12 to 13, 2013
Venue: Avenue Plaza Hotel, Naga City
Participants: 25 RTC and MTCC judges

Competency Enhancement Training

Judges, Prosecutors, Social Workers and Law Enforcement
Investigators Handling Trafficking in Persons Cases
Date:  November 5 to 7, 2013
Venue: PHILJA Training Center, Tagaytay City
Participants: 30 RTC judges, prosecutors, social workers,
representatives of NBI and OSG

Judges and Court Personnel Handling Cases Involving Children
Date:  December 10 to 12, 2013
Venue: Century Park Hotel, Manila
Participants: 34 RTC judges, clerks of court, interpreters,
prosecutors and PAO lawyers

Seminar-Workshop on Various Laws and Rules Relating to
Money Laundering and other Financial Crimes for Judges in
the National Capital Judicial Region

Date:  November 6 to 7, 2013
Venue: Pan Pacific Hotel, Manila
Participants: 30 RTC judges

Validation Workshop on the Second Draft of the Helpbook
on Combating Human Trafficking in the Philippines

Date:  November 8, 2013
Venue: Manila Diamond Hotel, Manila
Participants: 21 RTC judges of NCJR, representatives of DOJ
and IACAT, and observer

Information Dissemination Through A Dialogue between
Barangay Officials of the Province of Bulacan and Court
Officials

Date:  November 8, 2013
Venue: Bulacan Capitol Gymnasium, Malolos, Bulacan
Participants: 1289 barangay officials

Seminar on Dangerous Drugs Law

Judges, Prosecutors, Law Enforcers, and IBP Members of
Pangasinan
Date:  November 21, 2013
Venue: Sison Auditorium, Lingayen, Pangasinan
Participants: 288 RTC judges and personnel, prosecutors,
PAO lawyers, private law practitioners, other government
lawyers, law enforcers, representatives of NGOs, media and
other guests

Judges, Prosecutors and Law Enforcers of the National Capital
Judicial Region
Date:  November 26 to 28, 2013
Venue: Lancaster Hotel Manila, Mandaluyong City
Participants: 75 RTC judges, prosecutors and law enforcers

CET Program Evaluation and Stress Management for PHILJA
Facilitators and Trainors

Date:  December 9, 2013
Venue: Century Park Hotel, Manila
Participants: 37 CA justice, OCA and PHILJA officials,
facilitators and PHILJA personnel

Personal Security Training for Judges

Date:  December 10 to 12, 2013
Venue: PHILJA Training Center, Tagaytay City
Participants: 43 RTC, MeTC, MTCC, MTC, and MCTC judges

Focus Group Discussion for Judges on Problem Areas in
Handling Intellectual Property Cases

Date:  October 18, 2013
Venue: The Heritage Hotel Manila, Pasay City
Participants: 24 RTC judges of NCJR, representatives of IPO,
and IP resource persons

Focus Group Discussion for Selected Court of Appeals Justices
on Problem Areas in Handling Intellectual Property Cases

Date:  November 26, 2013
Venue: Court of Appeals, Manila
Participants: 13 CA justices and observers

Roundtable Discussion on International Best Practices on Tax
Mediation

Date:  October 18, 2013
Venue: Luxent Hotel, Quezon City
Participants: 20 CTA justices, representatives of DOF, BIR,
BOC, DA, OSG, Tax Management Association of the
Philippines, and prospective CTA mediators

National Convention-Seminar of the Court Librarians
Association of the Philippines (CLAPHIL)

Theme: Empowering Court Librarians for Lifelong Skills:
Excellence, Creativity and Challenges
Date:  October 1 to 3, 2013
Venue: Bohol Plaza Resort, Panglao, Bohol
Participants: 27 RTC librarians

Philippine Judges Association (PJA) Annual Convention and
Election of National Officers

Theme: Moving fast, moving forward on solid ground
Date:  October 8 to 10, 2013
Venue: Century Park Hotel, Manila
Participants: 639 RTC judges

Discussion Sessions

Roundtable Discussion

Convention-Seminars
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The elected National Officers and Directors are:

Silver Anniversary and National Convention and Seminar of
the Philippine Association of Court Employees (PACE)

Date:  October 16 to 18, 2013
Venue: Rizal Memorial Sports Complex, Manila
Participants: 2034 RTC, MeTC, MTCC, MTC, MCTC, SHC and
SHDC employees

20th National Convention and Seminar of the Philippine Trial
Court Judges League Inc. (PTJLI)

Theme: United and Stronger PTJLI @ 20... A Vital Partner in
Nation Building
Date:  November 14 to 16, 2013
Venue: Family Country Hotel, General Santos City
Participants: 199 MTCC, MTC, and MCTC judges

National Convention and Seminar of the First Level Clerks of
Court Association of the Philippines (FLECCAP)

Theme: FLECCAP: Sustaining the Integrity of the Judiciary
Amidst Emerging Adversities
Date:  December 4 to 6, 2013
Venue: Plaza del Norte Hotel and Convention Center,
Laoag City, Ilocos Norte
Participants: 193 MeTC, MTCC, MTC and MCTC clerks of court

On ADR/Mediation/JDR

TUBERCULOSIS

Tuberculosis (TB) is an infectious disease caused by bacterium
called Mycobacterium TB. TB is spread through the air via droplet
nuclei containing the Mycobacterium TB. The droplet nuclei may
be expelled when an infectious person coughs, sneezes, speaks or
sings. Transmission occurs when another person inhales the
droplet nuclei.

The following factors can increase the risk of the disease: weakened
immune system; travel to countries that have high rates of TB;
overcrowding; and poor ventilation.

TB is either pulmonary or extrapulmonary depending on the organ
affected. It is pulmonary when TB attacks the lungs. It is
extrapulmonary when TB occurs in any other part of the body
outside the lungs. Most TB cases are pulmonary.

TB is either latent or active. In latent condition, there is a TB infection
but the bacteria remain in the body in an inactive state and cause
no symptoms. This type is non-contagious. Latent TB however can
turn into active TB; hence, treatment is important for the person
with latent TB to help control the spread of TB in general. In the
active state, the following symptoms of TB are present: cough which
lasts three or more weeks, and in some cases, with blood or sputum;
chest pain, or pain when breathing or coughing; unintentional
weight loss; fatigue; fever; night sweats; chills; and loss of appetite.
This type is contagious.

People with TB have an increased risk of developing a number of
serious health problems such as spinal pain, meningitis, liver
problems, renal failure and cardiac tamponade. If not treated
properly, TB disease can be fatal.

Completing treatment is essential. After a few weeks of treatment,
a TB patient may not be contagious. It is crucial to finish the full
course of therapy and take the medications exactly as prescribed
by the doctor. Poor compliance with the prescribed medications
can allow the bacteria that are still alive to become resistant to
those drugs, leading to TB that is much more dangerous and difficult
to treat.

To help people stick to their treatment, the World Health
Organization has recommended the Direct Observation Treatment
Short (DOTS) course. In this approach, a health care worker
administers the medication for efficient treatment compliance.

References:   http://www.cdc.gov/tb
 http://www.mayoclinic.org/diseases-conditions/tuberculosis/basics/
risk-factors/con-20021761
http://en.wikipedia.org/wiki/Tuberculosis
http://medind.nic.in/jac/t04/i2/jact04i2p109.pdf

Refresher/Advanced Course for Court-Annexed Mediators
(Metro Manila Mediation Program)

Date:  November 14 to 15, 2013
Venue: Court of Appeals Auditorium, Manila
Participants: 36 mediators
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Petition to sign the Roll.

Not allowing Medado to sign in the Roll of Attorneys would
be akin to imposing upon him the ultimate penalty of
disbarment, a penalty that we have reserved for the most
serious ethical transgressions of members of the Bar.

In this case, the records do not show that this action is
warranted.

For one, petitioner demonstrated good faith and good
moral character when he finally filed the instant Petition to
Sign in the Roll of Attorneys. We note that it was not a third
party who called this Court’s attention to petitioner’s
omission; rather, it was Medado himself who acknowledged
his own lapse, albeit after the passage of more than 30
years. When asked by the Bar Confidant why it took him this
long to file the instant petition, Medado very candidly
replied:

Mahirap hong i-explain yan pero, yun bang at the
time, what can you say? Takot ka kung anong
mangyayari sa ‘yo, you don’t know what’s gonna
happen. At the same time, it ’s a combination of
apprehension and anxiety of what’s gonna happen.
And, finally it’s the right thing to do. I have to come
here x x x sign the roll and take the oath as necessary.

For another, petitioner has not been subject to any
action for disqualification from the practice of law, which
is more than what we can say of other individuals who were
successfully admitted as members of the Philippine Bar.
For this Court, this fact demonstrates that petitioner strove
to adhere to the strict requirements of the ethics of the
profession, and that he has prima facie shown that he
possesses the character required to be a member of the
Philippine Bar.

Finally, Medado appears to have been a competent and
able legal practitioner, having held various positions at the
Laurel Law Office, Petron, Petrophil Corporation, the
Philippine National Oil Company, and the Energy
Development Corporation.

All these demonstrate Medado’s worth to become a full-
fledged member of the Philippine Bar. While the practice of
law is not a right but a privilege, this Court will not
unwarrantedly withhold this privilege from individuals who
have shown mental fitness and moral fiber to withstand the
rigors of the profession.

That said, however, we cannot fully exculpate petitioner
Medado from all liability for his years of inaction.

Bar Matter

Petitioner has been engaged in the practice of law since
1980, a period spanning more than 30 years, without having
signed in the Roll of Attorneys.  He justifies this behavior by
characterizing his acts as “neither willful nor intentional
but based on a mistaken belief and an honest error of
judgment.”

We disagree.

While an honest mistake of fact could be used to excuse
a person from the legal consequences of his acts as it
negates malice or evil motive, a mistake of law cannot be
utilized as a lawful justification, because everyone is
presumed to know the law and its consequences. Ignorantia
facti excusat; ignorantia legis neminem excusat.

Applying these principles to the case at bar, Medado
may have at first operated under an honest mistake of fact
when he thought that what he had signed at the PICC entrance
before the oath-taking was already the Roll of Attorneys.
However, the moment he realized that what he had signed
was merely an attendance record, he could no longer claim
an honest mistake of fact as a valid justification. At that
point, Medado should have known that he was not a full-
fledged member of the Philippine Bar because of his failure
to sign in the Roll of Attorneys, as it was the act of signing
therein that would have made him so. When, in spite of this
knowledge, he chose to continue practicing law without
taking the necessary steps to complete all the requirements
for admission to the Bar, he willfully engaged in the
unauthorized practice of law.

Under the Rules of Court, the unauthorized practice of
law by one’s assuming to be an attorney or officer of the
court, and acting as such without authority, may constitute
indirect contempt of court, which is punishable by fine or
imprisonment or both. Such a finding, however, is in the
nature of criminal contempt and must be reached after the
filing of charges and the conduct of hearings. In this case,
while it appears quite clearly that petitioner committed
indirect contempt of court by knowingly engaging in
unauthorized practice of law, we refrain from making any
finding of liability for indirect contempt, as no formal charge
pertaining thereto has been filed against him.

Knowingly engaging in unauthorized practice of law
likewise transgresses Canon 9 of the Code of Professional
Responsibility, which provides:

CANON 9 – A lawyer shall not, directly or indirectly,
assist in the unauthorized practice of law.

While a reading of Canon 9 appears to merely prohibit
lawyers from assisting in the unauthorized practice of law,
the unauthorized practice of law by the lawyer himself is
subsumed under this provision, because at the heart of
Canon 9 is the lawyer’s duty to prevent the unauthorized
practice of law. This duty likewise applies to law students
and Bar candidates. As aspiring members of the Bar, they

          (Next  page)
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are bound to comport themselves in accordance with the
ethical standards of the legal profession.

Turning now to the applicable penalty, previous
violations of Canon 9 have warranted the penalty of
suspension from the practice of law. As Medado is not yet a
full-fledged lawyer, we cannot suspend him from the practice
of law. However, we see it fit to impose upon him a penalty
akin to suspension by allowing him to sign in the Roll of
Attorneys one year after receipt of this Resolution. For his
transgression of the prohibition against the unauthorized
practice of law, we likewise see it fit to fine him in the amount
of P32,000. During the one year period, petitioner is warned
that he is not allowed to engage in the practice of law, and is
sternly warned that doing any act that constitutes practice
of law before he has signed in the Roll of Attorneys will be
dealt with severely by this Court.

(Sereno, CJ, In Re: Petition to Sign in the Roll of Attorneys, Michael A.
Medado, B.M. No. 2540, September 24, 2013.)

Doctrine of operative fact discussed.

The Doctrine of Operative Fact

The general rule is that a void law or administrative act
cannot be the source of legal rights or duties.  Article 7 of
the Civil Code enunciates this general rule, as well as its
exception: “Laws are repealed only by subsequent ones, and
their violation or non-observance shall not be excused by
disuse, or custom or practice to the contrary. When the
courts declared a law to be inconsistent with the
Constitution, the former shall be void and the latter shall
govern. Administrative or executive acts, orders and
regulations shall be valid only when they are not contrary
to the laws or the Constitution.”

The doctrine of operative fact is an exception to the
general rule, such that a judicial declaration of invalidity
may not necessarily obliterate all the effects and
consequences of a void act prior to such declaration. In
Serrano de Agbayani v. Philippine National Bank, the
application of the doctrine of operative fact was discussed
as follows:

The decision now on appeal reflects the orthodox
view that an unconstitutional act, for that matter
an executive order or a municipal ordinance

likewise suffering from that infirmity, cannot be
the source of any legal rights or duties. Nor can it
justify any official act taken under it. Its repugnancy
to the fundamental law once judicially declared
results in its being to all intents and purposes a
mere scrap of paper. As the new Civil Code puts it:
“When the courts declare a law to be inconsistent
with the Constitution, the former shall be void and
the latter shall govern. Administrative or executive
acts, orders and regulations shall be valid only
when they are not contrary to the laws of the
Constitution.” It is understandable why it should
be so, the Constitution being supreme and
paramount. Any legislative or executive act contrary
to its terms cannot survive.

Such a view has support in logic and possesses
the merit of simplicity. It may not however be
sufficiently realistic. It does not admit of doubt
that prior to the declaration of nullity such
challenged legislative or executive act must have
been in force and had to be complied with. This is
so as until after the judiciary, in an appropriate case,
declares its invalidity, it is entitled to obedience and
respect. Parties may have acted under it and may
have changed their positions. What could be more
fitting than that in a subsequent litigation regard
be had to what has been done while such
legislative or executive act was in operation and
presumed to be valid in all respects. It is now
accepted as a doctrine that prior to its being
nullified, its existence as a fact must be reckoned
with. This is merely to reflect awareness that
precisely because the judiciary is the governmental
organ which has the final say on whether or not a
legislative or executive measure is valid, a period of
time may have elapsed before it can exercise the power
of judicial review that may lead to a declaration of nullity.
It would be to deprive the law of its quality of fairness
and justice then, if there be no recognition of what had
transpired prior to such adjudication.

In the language of an American Supreme Court
decision: “The actual existence of a statute, prior
to such a determination [of unconstitutionality], is
an operative fact and may have consequences which
cannot justly be ignored. The past cannot always
be erased by a new judicial declaration. The effect
of the subsequent ruling as to invalidity may have
to be considered in various aspects, with respect
to particular relations, individual and corporate,
and particular conduct, private and official.” This
language has been quoted with approval in a
resolution in Araneta v. Hill and the decision in Manila
Motor Co., Inc. v. Flores. An even more recent instance
is the opinion of Justice Zaldivar speaking for the
Court in Fernandez v. Cuerva and Co. (Boldfacing and
italicization supplied)

Clearly, for the operative fact doctrine to apply, there
must be a “legislative or executive measure,” meaning a law
or executive issuance, that is invalidated by the court. From
the passage of such law or promulgation of such executive

New Rulings
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issuance until its invalidation by the court, the effects of
the law or executive issuance, when relied upon by the public
in good faith, may have to be recognized as valid. In the
present case, however, there is no such law or executive
issuance that has been invalidated by the Court except BIR
Ruling No. DA-489-03.

To justify the application of the doctrine of operative
fact as an exemption, San Roque asserts that “the BIR and
the CTA in actual practice did not observe and did not require
refund seekers to comply with the 120 + 30 day periods.”
This is glaring error because an administrative practice is
neither a law nor an executive issuance. Moreover, in the
present case, there is even no such administrative practice
by the BIR as claimed by San Roque.

(Carpio, J., Commissioner of Internal Revenue v. San Roque Power
Corporation, G.R. No. 187485; Taganito Mining Corporation v.
Commissioner of Internal Revenue, G.R. No. 196113;  and Philex Mining
Corporation v. Commissioner of Internal Revenue, G.R. No. 197156,

October 8, 2013.)

De facto; de facto officer; concept of a de facto officer.

De facto means “in point of fact.” To speak of something as
being de facto is, thus, to say that it is “[a]ctual [or] existing
in fact” as opposed to “[e]xisting by right or according to
law,” that is, de jure. Being factual though not being founded
on right or law, de facto is, therefore, “illegitimate but in
effect.”

The concept of a de facto officer was explained in Civil
Service Commission v. Joson, Jr.:

The broad definition of what constitutes an officer
de facto was formulated by Lord Holt in Parker v.
Kent, and reiterated by Lord Ellenborough and full
King’s Bench in 1865 in Rex v. Bedford Level, “One
who has the reputation of being the officer he
assumes and yet is not a good officer in point of
law.” A de facto officer is one who is in possession
of the office and discharging its duties under color
of authority. By color of authority is meant that
derived from an election or appointment, however
irregular or informal, so that the incumbent is not a
mere volunteer. (Emphasis and underscoring supplied)

A de facto officer is distinguished [from] a de jure officer,
as follows:

The difference between the basis of the authority
of a de jure officer and that of a de facto officer is
that one rests on right, the other on reputation. It
may be likened to the difference between character
and reputation. One is the truth of a man, the other
is what is thought of him.

Moreover, as against a mere usurper, “[i]t is the color of
authority, not the color of title that distinguishes an officer
de facto from a usurper.” Thus, a mere usurper is one “who
takes possession of [an] office and undertakes to act
officially without any color of right or authority, either actual
or apparent.” A usurper is no officer at all.

The expanse of the de facto doctrine was established
early in the development of our jurisprudence. In Luna v.
Rodriguez, the doctrine was established to contemplate
situations

where the duties of the office were exercised: (a)
Without a known appointment or election, but
under such circumstances of reputation or
acquiescence as were calculated to induce people,
without inquiry, to submit to or invoke his action,
supposing him to be the officer he assumes to be;
(b) under color of a known or valid appointment or
election, where the officer has failed to conform to
some precedent requirement or condition, for
example, a failure to take the oath or give a bond,
or similar defect; (c) under color of a known election
or appointment, void because the officer was not
eligible, or because there was a want of power in
the electing or appointing body, or by reason of some
defect or irregularity in its exercise, such
ineligibility, want of power or defect being unknown
to the public; and (d) under color of an election, or
appointment, by or pursuant to a public
unconstitutional law, before the same is adjudged
to be such. (Emphases and underscoring supplied)

This coverage, affirmed and reiterated in subsequent
jurisprudence, unequivocally includes officers whose
election is void because the body that elected (or otherwise
designated) them lacked the capacity to do so. This is
precisely the situation in this case: The power to elect an
IBP Governor is lodged in the delegates of the concerned
region, not in the IBP Board of Governors; yet the IBP Board
of Governors approved Atty. Chaguile’s nomination as IBP
Governor for Northern Luzon.

To be a de facto officer, all of the following elements
must be present:

1) There must be a de jure office;

2) There must be color of right or general acquiescence
by the public; and

3) There must be actual physical possession of the
office in good faith. (Underscoring supplied)

(Leonen, J., Re: Nomination of Atty. Lynda Chaguile, IBP Ifugao
President, as replacement for IBP Governor for Northern Luzon, Denis
B. Habawel, A.M. No. 13-04-03-SC; Re: Alleged nullity of the election of
IBP Southern Luzon Governor Vicente M. Joyas as IBP Executive Vice
President [for 2011–2013], A.M. No. 13-05-08-SC; Re: Letter-request
of the National Secretary of the IBP  re proposed oath-taking before
the Supreme Court of the elected IBP Regional Governors and the
Executive Vice President for the term 2013 to 2015, A.M. No, 13-06-
11-SC, December 10, 2013.)

Doctrinal Reminders
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The Rosal Doctrine.

In Rosal, the Court summarized the standards to be observed
in an election contest predicated on the theory that the
election returns do not accurately reflect the will of the
voters due to alleged irregularities in the appreciation and
counting of ballots. These guiding standards are:

(1) The ballots cannot be used to overturn the official
count as reflected in the election returns unless it
is first shown affirmatively that the ballots have
been preserved with a care which precludes the
opportunity of tampering and suspicion of change,
abstraction or substitution;

 (2) The burden of proving that the integrity of the
ballots has been preserved in such a manner is on
the protestant;

(3) Where a mode of preserving the ballots is enjoined
by law, proof must be made of such substantial
compliance with the requirements of that mode as
would provide assurance that the ballots have been
kept inviolate notwithstanding slight deviations
from the precise mode of achieving that end;

(4) It is only when the protestant has shown substantial
compliance with the provisions of law on the
preservation of ballots that the burden of proving
actual tampering or likelihood thereof shifts to the
protestee; and

(5) Only if it appears to the satisfaction of the court or
COMELEC that the integrity of the ballots has been
preserved should it adopt the result as shown by
the recount and not as reflected in the election
returns.

In the same case, the Court referred to various
provisions in the Omnibus Election Code providing for the
safe-keeping and preservation of the ballots, more
specifically Sections 160, 217, 219, and 220 of the Code.

Rosal was promulgated precisely to honor the
presumption of regularity in the performance of official
functions. Following Rosal, it is presumed that the BET and
Board of Canvassers had faithfully performed the solemn
duty reposed unto them during the day of the elections. Thus,
primacy is given to the official results of the canvassing,
even in cases where there is a discrepancy between such
results and the results of the revision proceedings. It is only
when the protestant has successfully discharged the burden
of proving that the re-counted ballots are the very same

ones counted during the revision proceedings, will the court
or the Commission, as the case may be, even consider the
revision results.

Even then, the results of the revision will not
automatically be given more weight over the official
canvassing results or the election returns. What happens in
the event of discrepancy between the revision results and
the election returns is that the burden of proof shifts to the
protestee to provide evidence of actual tampering of the
ballots, or at least a likelihood of tampering. It is only when
the court or the COMELEC is fully satisfied that the ballots
have been well preserved, and that there had been no
tampering of the ballots, that it will accord credibility to the
results of the revision.

In Varias v. COMELEC, the Court said:

The Rosal ruling, to be sure, does not involve issues
merely related to the appreciation or calibration
of evidence; its critical ruling is on the propriety of
relying on the revision of ballot results instead of
the election returns in the proclamation of a
winning candidate. In deciding this issue, what it
notably established was a critical guide in arriving
at its conclusion – the need to determine whether
the court or the COMELEC looked at the correct
considerations in making its ruling.

This Court had long stated that “[u]pholding the
sovereignty of the people is what democracy is all about.
When the sovereignty of the people expressed thru the ballot
is at stake, it is not enough for this Court to make a statement
but it should do everything to have that sovereignty obeyed
by all. Well done is always better than well said.” This is
really what the Rosal doctrine is all about. The Rosal doctrine
ensures that in election protest cases, the supreme mandate
of the people is ultimately determined. In laying down the
rules in appreciating the conflicting results of the canvassing
and the results of a revision later made, the Court has no
other intention but to determine the will of the electorate.

The Rosal doctrine is also supplemented by  A.M. No.
07-4-15-SC, establishing the following disputable
presumptions:

SEC. 6. Disputable presumptions. – The following
presumptions are considered as facts, unless
contradicted and overcome by other evidence:

(a) On the election procedure:

(1) The election of candidates was held
on the date and time set and in the
polling place determined by the
Commission on Elections;

(2) The Boards of Election Inspectors
were duly constituted and organized;

(3) Political parties and candidates were
duly represented by pollwatchers;

(4) Pollwatchers were able to perform
their functions; and

Election Law
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(5) The Minutes of Voting and Counting
contains all the incidents that
transpired before the Board of Election
Inspectors.

(b) On election paraphernalia:

(1) Ballots and election returns that bear
the security markings and features
prescribed by the Commission on
Elections are genuine;

(2) The data and information supplied by
the members of the Boards of Election
Inspectors in the accountable forms
are true and correct; and

(3) The allocation, packing and
distribution of election documents or
paraphernalia were properly and
timely done.

(c) On appreciation of ballots:

(1) A ballot with appropriate security
markings is valid;

(2) The ballot reflects the intent of the
voter;

(3) The ballot is properly accomplished;

(4) A voter personally prepared one
ballot, except in the case of assistors;
and

 (5) The exercise of one’s right to vote was
voluntary and free.

(Velasco, Jr., J., Jaime C. Regio v. Commission on Elections and Ronnie
C. Co, G.R. No. 204828, December 3, 2013.)

Rule on Probationary Status of Teachers.

In Mercado v. AMA Computer College-Parañaque City, Inc.,
the Court ruled that cases dealing with employment on
probationary status of teaching personnel are not governed
solely by the Labor Code as the law is supplemented, with
respect to the period of probation, by special rules found in
the Manual of  Regulations for Private Schools (the Manual).
With regard to the probationary period, Section 92 of the
1992 Manual provides:ncralaw

SEC. 92. Probationary Period. – Subject in all instances to
compliance with the Department and school
requirements, the probationary period for academic
personnel shall not be more than three  consecutive
years of satisfactory service for those in the elementary
and secondary levels, six consecutive regular
semesters of satisfactory service for those in the
tertiary level, and nine consecutive trimesters of

satisfactory service for those in the tertiary level
where collegiate courses are offered on a trimester
basis. (Emphasis supplied)

In this case, petitioners’ teachers who were on
probationary employment were made to enter into a contract
effective for one school year. Thereafter, it may be renewed
for another school year, and the probationary employment
continues. At the end of the second fixed period of
probationary employment, the contract may again be
renewed for the last time.

(Del Castillo, J.,  Colegio Del Santisimo Rosario and Sr. Zenaida S.
Mofada, OP v. Emmanuel Rojo, G.R. No. 170388, September 4, 2013.)

Quantum of evidence to annul a contract.

Quantum of Evidence to Prove the Existence of Fraud and
the Liability of the Parties

The Civil Code does not mandate the quantum of evidence
required to prove actionable fraud, either for purposes of
annulling a contract (dolo causante) or rendering a party
liable for damages (dolo incidente). The definition of fraud is
different from the quantum of evidence needed to prove the
existence of fraud. Article 1338 provides the legal definition
of fraud. Articles 1339 to 1343 constitute the behavior and
actions that, when in conformity with the legal provision,
may constitute fraud.

Jurisprudence has shown that in order to constitute
fraud that provides basis to annul contracts, it must fulfill
two conditions. First, the fraud must be dolo causante or it
must be fraud in obtaining the consent of the party. Second,
this fraud must be proven by clear and convincing evidence.
In Viloria v. Continental Airlines, this Court held that:

Under Article 1338 of the Civil Code, there is fraud
when, through insidious words or machinations of
one of the contracting parties, the other is induced
to enter into a contract which, without them, he
would not have agreed to. In order that fraud may
vitiate consent, it must be the causal (dolo causante),
not merely the incidental (dolo incidente),
inducement to the making of the contract. In Samson
v. Court of Appeals, causal fraud was defined as “a
deception employed by one party prior to or
simultaneous to the contract in order to secure the
consent of the other.”

Also, fraud must be serious and its existence
must be established by clear and convincing
evidence. (Citations omitted)

In Viloria, this Court cited Sierra v. Court of Appeals
stating that mere preponderance of evidence will not suffice
in proving fraud.

Fraud must also be discounted, for according to
the Civil Code:

          (Next  page)
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ART. 1338. There is fraud when, through insidious
words or machinations of one of the contracting
parties, the other is induced to enter into a contract
which without them, he would not have agreed to.

ART. 1344. In order that fraud may make a contract
voidable, it should be serious and should not have
been employed by both contracting parties.

To quote Tolentino again, the
“misrepresentation constituting the fraud must be
established by full, clear, and convincing evidence,
and not merely by a preponderance thereof. The
deceit must be serious. The fraud is serious when
it is sufficient to impress, or to lead an ordinarily
prudent person into error; that which cannot deceive
a prudent person cannot be a ground for nullity.
The circumstances of each case should be
considered, taking into account the personal
conditions of the victim.”

Thus, to annul a contract on the basis of dolo causante,
the following must happen: First, the deceit must be serious
or sufficient to impress and lead an ordinarily prudent
person to error. If the allegedly fraudulent actions do not
deceive a prudent person, given the circumstances, the deceit
here cannot be considered sufficient basis to nullify the
contract. In order for the deceit to be considered serious, it
is necessary and essential to obtain the consent of the party
imputing fraud. To determine whether a person may be
sufficiently deceived, the personal conditions and other
factual circumstances need to be considered.

Second, the standard of proof required is clear and
convincing evidence. This standard of proof is derived from
American common law. It is less than proof beyond
reasonable doubt (for criminal cases) but greater than
preponderance of evidence (for civil cases). The degree of
believability is higher than that of an ordinary civil case.
Civil cases only require a preponderance of evidence to
meet the required burden of proof. However, when fraud is
alleged in an ordinary civil case involving contractual
relations, an entirely different standard of proof needs to
be satisfied. The imputation of fraud in a civil case requires
the presentation of clear and convincing evidence. Mere
allegations will not suffice to sustain the existence of fraud.
The burden of evidence rests on the part of the plaintiff or
the party alleging fraud. The quantum of evidence is such
that fraud must be clearly and convincingly shown.

(Leonen, J., Alejandro V. Tankeh v. Development Bank of the
Philippines, Sterling Shipping Lines, Inc., Ruperto V. Tankeh,
Vicente Arenas, and Asset Privatization Trust, G.R. No. 171428,
November 11, 2013.)

Donations; donations classified.

In Republic of the Phils. v. Silim, the Court classified donations
according to purpose. A pure/simple donation is the truest

form of donation as it is based on pure gratuity. The
remuneratory/compensatory type has for its purpose the
rewarding of the donee for past services, which services do
not amount to a demandable debt. A conditional/modal
donation, on the other hand, is a consideration for future
services; it also occurs where the donor imposes certain
conditions, limitations or charges upon the donee, whose
value is inferior to the donation given. Lastly, an onerous
donation imposes upon the donee a reciprocal obligation;
this is made for a valuable consideration whose cost is
equal to or more than the thing donated.

(Brion, J., Cerila J. Calanasan, represented by Teodora J. Calanasan as
Attorney-in-Fact v. Spouses Virgilio Dolorito and Evelyn C. Dolorito,
G.R. No. 171937, November 25, 2013.)

Qualifications for registration of land.

Presidential Decree No. 1529 or the Property Registration
Decree specifies who are qualified to apply for registration
of land.  In particular, Section 14(1) thereof in relation to
Section 48(b) of Commonwealth Act No. 141, as amended by
Section 4 of PD No. 1073, states:

SEC. 14. Who may apply. – The following persons may
file in the proper Court of First Instance [now
Regional Trial Court] an application for registration
of title to land, whether personally or through their
duly authorized representatives:

(1) Those who by themselves or through their
predecessors-in-interest have been in open,
continuous, exclusive and notorious
possession and occupation of alienable and
disposable lands of the public domain under
a bona fide claim of ownership since June 12,
1945, or earlier.

x x x x

SEC. 48. The following described citizens of the
Philippines, occupying lands of the public domain
or claiming to own any such lands or an interest
therein, but whose titles have not been perfected
or completed, may apply to the Court of First
Instance [now Regional Trial Court] of the province
where the land is located for confirmation of their
claims and the issuance of a certificate of title
therefor, under the Land Registration Act, to wit:

x x x x

(b) Those who by themselves or through their
predecessors-in-interest have been in open,
continuous, exclusive and notorious
possession and occupation of agricultural
lands of the public domain, under a bona fide
claim of acquisition of ownership, since June
12, 1945, or earlier, immediately preceding the
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filing of the application for confirmation of
title except when prevented by war or force
majeure. These shall be conclusively presumed
to have performed all the conditions essential
to a Government grant and shall be entitled to
a certificate of title under the provisions of
this chapter.

Based on these legal parameters, applicants for
registration of title under Section 14(1) must sufficiently
establish: (1) that the subject land forms part of the
disposable and alienable lands of the public domain; (2)
that the applicant and his predecessors-in-interest have
been in open, continuous, exclusive and notorious
possession and occupation of the same; and (3) that his
possession has been under a bona fide claim of ownership
since June 12, 1945, or earlier.

These triple requirements of alienability and
possession and occupation since June 12, 1945 or earlier
under Section 14(1) are indispensable prerequisites to a
favorable registration of title to the property. Each element
must necessarily be proven by no less than clear, positive
and convincing evidence; otherwise, the application for
registration should be denied.

(Mendoza, J., Republic of the Philippines v. Carmen Victoria Belmonte
represented by her Attorney-in-fact, Daniel C. Victoria, Jr., G.R. No.
197028, October 9, 2013.)

Amendment of complaint or information.

Section 14, Rule 110 of the Rules of Court permits a formal
amendment of a complaint even after the plea but only if it
is made with leave of court and provided that it can be done
without causing prejudice to the rights of the accused.
Section 14 provides:

SEC. 14. Amendment or substitution. A complaint or
information may be amended, in form or in
substance, without leave of court, at any time before
the accused enters his plea. After the plea and during
the trial, a formal amendment may only be made with
leave of court and when it can be done without causing
prejudice to the rights of the accused.

However, any amendment before plea, which
downgrades the nature of the offense charged in
or excludes any accused from the complaint or
information, can be made only upon motion by the
prosecutor, with notice to the offended party and
with leave of court. The court shall state its reasons
in resolving the motion and copies of its order shall
be furnished all parties, especially the offended
party.

Criminal Law

If it appears at any time before judgment that
a mistake has been made in charging the proper
offense, the court shall dismiss the original
complaint or information upon the filing of a new
one charging the proper offense in accordance with
Section 19, Rule 119, provided the accused [would]
not be placed in double jeopardy. The court may
require the witnesses to give bail for their
appearance at the trial. [Emphasis and underscore
ours]

A mere change in the date of the commission of the
crime, if the disparity of time is not great, is more formal
than substantial. Such an amendment would not prejudice
the rights of the accused since the proposed amendment
would not alter the nature of the offense.

The test as to when the rights of an accused are
prejudiced by the amendment of a complaint or information
is when a defense under the complaint or information, as it
originally stood, would no longer be available after the
amendment is made, when any evidence the accused might
have would no longer be available after the amendment is
made, and when any evidence the accused might have would
be inapplicable to the complaint or information, as
amended.

(Brion, J., Leticia I. Kummer v.  People of the Philippines, G.R. No.
174461, September 11, 2013.)

Duties of the trial court when accused pleads guilty.

The Court, in People v. Oden, laid down the duties of the trial
court when the accused pleads guilty to a capital offense.
The trial court is mandated:

(1) to conduct a searching inquiry into the
voluntariness and full comprehension of the
consequences of the plea of guilt,

(2) to require the prosecution to still prove the
guilt of the accused and the precise degree of
his culpability, and

(3) to inquire whether or not the accused wishes
to present evidence in his behalf and allow
him to do so if he desires.

The rationale behind the rule is that the courts must
proceed with more care where the possible punishment is
in its severest form, namely death, for the reason that the
execution of such a sentence is irreversible. The primordial
purpose is to avoid improvident pleas of guilt on the part of
an accused where grave crimes are involved since he might
be admitting his guilt before the court and thus forfeiting
his life and liberty without having fully understood the
meaning, significance and consequence of his plea.
Moreover, the requirement of taking further evidence would
aid this Court on appellate review in determining the
propriety or impropriety of the plea.

          (Next  page)
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Anent the first requisite, the searching inquiry
determines whether the plea of guilt was based on a free
and informed judgment. The inquiry must focus on the
voluntariness of the plea and the full comprehension of the
consequences of the plea. This Court finds no cogent reason
for deviating from the guidelines provided by jurisprudence
and thus, adopts the same:

Although there is no definite and concrete rule as
to how a trial judge must conduct a “searching
inquiry,” we have held that the following guidelines
should be observed:

1. Ascertain from the accused himself

(a) how he was brought into the custody of
the law;

(b) whether he had the assistance of a
competent counsel during the custodial
and preliminary investigations; and

(c) under what conditions he was detained
and interrogated during the
investigations. This is intended to rule out
the possibility that the accused has been
coerced or placed under a state of duress
either by actual threats of physical harm
coming from malevolent quarters or
simply because of the judge’s intimidating
robes.

2. Ask the defense counsel a series of questions
as to whether he had conferred with, and
completely explained to, the accused the
meaning and consequences of a plea of guilty.

3. Elicit information about the personality profile
of the accused, such as his age, socio-economic
status, and educational background, which
may serve as a trustworthy index of his capacity
to give a free and informed plea of guilty.

4. Inform the accused the exact length of
imprisonment or nature of the penalty under
the law and the certainty that he will serve
such sentence. For not infrequently, an accused
pleads guilty in the hope of a lenient treatment
or upon bad advice or because of promises of
the authorities or parties of a lighter penalty
should he admit guilt or express remorse. It is
the duty of the judge to ensure that the accused
does not labor under these mistaken
impressions because a plea of guilty carries
with it not only the admission of authorship of
the crime proper but also of the aggravating
circumstances attending it, that increase
punishment.

5. Inquire if the accused knows the crime with
which he is charged and fully explain to him
the elements of the crime which is the basis of
his indictment. Failure of the court to do so
would constitute a violation of his
fundamental right to be informed of the precise
nature of the accusation against him and a
denial of his right to due process.

6. All questions posed to the accused should be
in a language known and understood by the
latter.

7. The trial judge must satisfy himself that the
accused, in pleading guilty, is truly guilty. The
accused must be required to narrate the tragedy
or reenact the crime or furnish its missing
detai ls .

(Perez, J., People of the Philippines v.Halil Gamboa y Esmail, Eddie
Karim y Uso, Edwin Dukilman y Suboh, Tony Abao y Sula, Raul Udal y
Kagui, Theng Dilangalen y Nanding, Jaman Macalinbol y Katol, Monette
Ronas y Ampil, Nora Evad y Mulok, Thian Perpenian y Rafon a.k.a Larina
Perpenian and John Does, G.R. No. 172707, October 1, 2013.)

Confidence, an element of qualified theft.

To warrant the conviction and, hence, imposition of the
penalty for qualified theft, there must be an allegation in
the information and proof that there existed between the
offended party and the accused such high degree of
confidence or that the stolen goods have been entrusted to
the custody or vigilance of the accused.  In other words,
where the accused had never been vested physical access
to, or material possession of, the stolen goods, it may not be
said that he or she exploited such access or material
possession thereby committing such grave abuse of
confidence in taking the property. Thus, in People v. Maglaya,
this Court refused to impose the penalty prescribed for
qualified theft when the accused was not given material
possession or access to the property.

(Velasco, Jr., J., Ryan Viray v. People of the Philippines, G.R. No. 205180,
November 11, 2013.)

Doctrinal Reminders
Criminal Law (continued)
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EN BANC

A.M. NO. 12-12-11-SC

FINANCIAL REHABILITATION
RULES OF PROCEDURE (2013)

RESOLUTION

WHEREAS, under Republic Act No. 10142, otherwise
known as the Financial Rehabilitation and Insolvency (FRIA)
Act of 2010, FRIA, the Supreme Court shall “promulgate
the rules of pleading, practice, and procedure to govern
the proceedings brought under [the] Act”;1

WHEREAS, the Supreme Court, through Memorandum No.
46-2010 dated September 30, 2010 (as amended by
Memorandum Order No. 17-2013 dated May 9, 2013),
tasked the Sub-Committee on Commercial Courts to revise
and/or amend A.M. No. 00-8-10-SC or the Rules of
Procedure on Corporate Rehabilitation (2008) to
incorporate the significant changes brought about by the
enactment of RA No. 10142, particularly on rehabilitation
proceedings;

NOW, THEREFORE, acting on the recommendation of the
Sub-Committee on Special Commercial Courts, the Court
resolved to APPROVE the Financial Rehabilitation Rules
of Procedure (2013), otherwise known as the FR Rules.

The FR Rules shall take effect 15 days following its
publication in the Official Gazette or in two  newspapers of
general circulation.

August 27, 2013.

(Sgd.) SERENO, CJ, CARPIO, VELASCO, Jr., LEONARDO-DE
CASTRO, BRION, PERALTA, BERSAMIN, DEL CASTILLO,
ABAD, VILLARAMA, Jr., PEREZ, MENDOZA, REYES, PERLAS-
BERNABE, LEONEN, JJ.

A.M. No. 12-12-11-SC

THE FINANCIAL REHABILITATION

RULES OF PROCEDURE (2013)

RULE 1
COVERAGE AND GENERAL PROVISIONS

SECTION. 1. Title. – These Rules shall be known and cited as the
“Financial Rehabilitation Rules of Procedure (2013).”

SEC. 2. Scope. – These Rules shall apply to petitions for
rehabilitation of corporations, partnerships, and sole
proprietorships, filed pursuant to Republic Act No. 10142,
otherwise known as the Financial Rehabilitation and
Insolvency Act (FRIA) of 2010.

These Rules shall similarly govern all further
proceedings in suspension of payments and rehabilitation
cases already pending, except to the extent that, in the
opinion of the court, its application would not be feasible
or would work injustice, in which event the procedures
originally applicable shall continue to govern.

SEC. 3. Construction of Rules. – These Rules shall be liberally
construed to promote a timely, fair, transparent, effective,
and efficient rehabilitation of debtors, in accordance with
the declared policy of the Act.

SEC. 4. Nature of Proceedings. – The proceedings under these
Rules shall be in rem. Jurisdiction over all persons affected
by the proceedings is acquired upon publication of the notice
of the commencement of the proceedings and the
commencement order or any similar order of the proceedings
in one newspaper of general circulation in the Philippines
for two consecutive weeks.

The proceedings shall be summary and non-adversarial
in nature. The following pleadings are prohibited:

A. motion to dismiss;

B. motion for a bill of particulars;

C. petition for relief;

D. motion for extension;

E. motion for postponement and other motions of
similar intent;

F. reply;

G. rejoinder;

H. intervention; and

I. any pleading or motion that is similar to or of like
effect as any of the foregoing.

For stated and fully supported compelling reasons, the
court may allow the filing of motions for extension or
postponement, provided, the same shall be verified and
under oath.           (Next  page)

1 SEC. 6. Designation of Courts and Promulgation of Procedural Rules.
The Supreme Court shall designate the court or courts that will
hear and resolve cases brought under this Act and shall
promulgate the rules of pleading, practice and procedure to
govern the proceedings brought under this Act.
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Any pleading, motion, or other submission submitted
by any interested party shall be supported by verified
statements that the affiant has read the submission and its
factual allegations are true and correct of his personal
knowledge or based on authentic records, and shall contain
supporting annexes, which the submitting party shall attest
as faithful reproductions of the originals. An unverified
submission shall be considered as not filed. An improperly
verified submission may be considered as not filed, at the
discretion of the judge. Upon motion, the originals of the
annexes to a submission may be produced in court for
examination or comparison by a party to the proceedings.

All pleadings or motions shall be filed in three printed
and two digital copies in CD format.  Annexes to the
pleadings and other submissions shall be in printed form.

The court may decide matters on the basis of affidavits,
counter-affidavits, and other documentary evidence,
conducting clarificatory hearings when necessary.

Any order issued by the court under these Rules is
immediately executory. Review of any order of the court shall
be in accordance with Rule 6 of these Rules. Provided,
however, that the reliefs ordered by the trial or appellate
courts shall take into account the need for resolution of the
proceedings in a just, equitable, and speedy manner.

SEC. 5. Definition of Terms. – In addition to the terms already
defined in the Act, the following terms are hereunder defined
for purposes of rehabilitation:

a. Administrative expenses shall refer to those reasonable
and necessary expenses

1. incurred in connection with the filing of a petition
under these Rules, including filing and reasonable
and necessary professional fees in preparing the
petition;

2. arising from, or in connection with the conduct of
the rehabilitation proceedings under these Rules;

3. incurred in the ordinary course of business of the
debtor after the commencement date;

4. for the payment of new obligations obtained after
the commencement date to finance the
rehabilitation of the debtor;

5. incurred for the reasonable and necessary fees of
the rehabilitation receiver, the management
committee, and/or of the professionals they may
engage; and

6. those otherwise authorized or mandated under the
Act or such other expenses authorized under these
Rules.

b. Affidavit of General Financial Condition (Annex “A” of
these Rules) shall refer to a verified statement on the
general financial condition of the debtor, as required
in Section 2(B)(10), Rule 2 of these Rules.

c. Asset is anything of value which may be either tangible
or intangible. Tangible assets can be current assets or
fixed assets. Current assets may include cash on hand,
money in banks or inventory, while fixed assets may
include plant, building, property and equipment.
Intangible assets may include intellectual property
(such as copyrights, patents, and trademarks) and
financial assets (such as accounts receivable,
subscription receivables, and bonds and stocks).

The value of these assets must appear in the latest
audited financial statements immediately preceding the
filing of the petition. In case the debtor is less than
three years in operation, it is sufficient that the book
value is based on the audited financial statement/s for
the two years or year immediately preceding the filing
of the petition, as the case may be.

d. Business day shall refer to any day other than Saturday,
Sunday, or any non-working day.

e. Commencement date shall refer to the date on which the
court issues a commencement order.  The effects of the
commencement order shall retroact to the date of filing
of the petition for voluntary or involuntary proceedings.

f. Foreign court means a judicial or other authority
competent to control or supervise a foreign proceeding.

g. Foreign proceeding means a collective judicial or
administrative proceeding in a foreign State, including
an interim proceeding, pursuant to a law relating to
insolvency, in which proceeding, the assets and affairs
of the debtor are subject to control or supervision by a
foreign court, for the purpose of rehabilitation,
reorganization, or liquidation.

h. Foreign main proceeding means a foreign proceeding
taking place in the State where the debtor has the center
of its main interests.

i. Foreign non-main proceeding means a foreign
proceeding, other than a foreign main proceeding, taking
place in a State where the debtor has an establishment,
or any place of operations where the debtor carries out
a non-transitory economic activity with human means
and goods or services.

j. Foreign representative means a person or entity,
including one appointed on an interim basis, authorized
in a foreign proceeding to administer the reorganization
or rehabilitation of the debtor or to act as a
representative of the foreign proceeding.

k. Insolvency shall refer to the financial incapacity of the
debtors to pay their liabilities as they fall due in the
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ordinary course of business or whenever their liabilities
are greater than their assets.

l. Liquidation shall refer to the proceedings under Chapter
V of the Act.

m. Management committee is composed of persons, natural
or juridical, appointed by the court, pursuant to Section
32, Rule 2 of these Rules. It shall take the place of the
management and governing body of the debtor, and
assume their powers, rights and responsibilities under
the law.

n. Proceedings, unless the term is used in a different
context, shall refer to court-supervised rehabilitation
proceedings or pre-negotiated rehabilitation
proceedings, which are commenced by the court’s
issuance of a commencement order and which shall
last until the court declares the termination of the
proceedings pursuant to Section 73, Rule 2 of these
Rules.

o. Publication notice shall refer to notice through
publication in a newspaper of general circulation in
the Philippines on a business day for two consecutive
weeks.

p. Rehabilitation receiver shall refer to the person or
persons, natural or juridical, appointed as such by the
court pursuant to the Act and which shall be entrusted
with such powers, duties, and responsibilities as set
forth herein. Where the rehabilitation receiver is a
juridical entity, the term includes the juridical entity’s
designated representative.

q. Standstill period shall refer to the period agreed upon
by the debtor and its creditors to enable them to
negotiate and enter into an out-of-court or informal
restructuring/workout agreement or rehabilitation plan
pursuant to Rule 4 of these Rules. The standstill
agreement may include provisions identical with or
similar to the legal effects of a commencement order
under Section 9, Rule 2 of these Rules.

r. Stay or Suspension Order shall refer to an order issued
in conjunction with the commencement order that shall
suspend all actions or proceedings, in court or
otherwise, for the enforcement of claims against the
debtor; suspend all actions to enforce any judgment,
attachment or other provisional remedies against the
debtor; prohibit the debtor from selling, encumbering,
transferring or disposing in any manner any of its
properties except in the ordinary course of business;
and prohibit the debtor from making any payment of its
liabilities outstanding as of the commencement date
except as may be provided herein.

s. Working day shall have the same meaning as business
day.

SEC. 6. Venue. – All petitions pursuant to these Rules shall be
filed in the Regional Trial Court which has jurisdiction over
the principal office of the debtor alleged to be insolvent as
specified in its articles of incorporation or partnership or
in its registration papers with the Department of Trade and
Industry (DTI) in cases of sole proprietorship, as the case
may be. Where the principal office of the corporation,
partnership or association as registered in the Securities
and Exchange Commission (SEC) is in Metro Manila, the
action must be filed in the Regional Trial Court of the city or
municipality where the head office is located.

A petition for voluntary or involuntary rehabilitation
involving a group of debtors shall be filed in the Regional
Trial Court which has jurisdiction over the principal office
of any of the debtors alleged to be insolvent, as specified in
its articles of incorporation or partnership, or registration
papers with the DTI in cases of sole proprietorship, as the
case may be.

SEC. 7. Notification to Foreign Creditors of a Proceeding under
These Rules. – Except when otherwise indicated under a
particular rule,

A. whenever under these Rules notice is to be given to
creditors in the Philippines, such notice shall also be
given to the known foreign creditors with no addresses
in the Philippines. The court may order that appropriate
steps be taken with a view to notifying any foreign
creditor whose address is not yet known.

B. such notice shall be made to the foreign creditors
individually, unless the court considers that, under the
circumstances, some other form of notice would be more
appropriate.

C. when a notice of commencement of a proceeding under
these Rules is to be given to foreign creditors, the notice
shall

1. indicate a reasonable time period for filing claims
and specify the place for their filing;

2. indicate whether secured creditors need to file their
secured claims; and

3. contain any other information required to be
included in such notice to creditors pursuant to
these Rules and the orders of the court.

SEC. 8. Substantive and Procedural Consolidation. – Each
juridical entity shall be considered as a separate entity
under the proceedings in these Rules and its assets and
liabilities may not be commingled or aggregated with those
of another, unless the latter is a related enterprise that is
owned or controlled directly or indirectly by the same

          (Next  page)
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interests. The commingling or aggregation of assets and
liabilities of the debtor with those of a related enterprise
may only be allowed where

A. there was commingling in fact of assets and liabilities
of the debtor and the related enterprise prior to the
commencement of the proceedings;

B. the debtor and the related enterprise have common
creditors and it will be more convenient to treat them
together rather than separately;

C. the related enterprise voluntarily accedes to join the
debtor as party-petitioner and to commingle its assets
and liabilities with the debtor’s; and

D. the consolidation of assets and liabilities of the debtor
and the related enterprise is beneficial to all concerned
and promotes the objectives of rehabilitation.

The court, upon proper motion, may join other entities
affiliated with the debtor as parties for a complete
determination of the claims in the proceedings.

SEC. 9. Decisions of Creditors. – Decisions of creditors shall
be made according to the relevant provisions of the
Corporation Code in the case of stock or non-stock
corporations or the Civil Code in the case of partnerships
that are not inconsistent with the Act and these Rules.

SEC. 10. Creditors’ Representatives. – Creditors may designate
representatives to vote or otherwise act on their behalf or
on behalf of their class, by filing notice of such
representation, with supporting documents, with the court
and serving a copy on the rehabilitation receiver and the
parties whose appearances have been accepted by the court.

SEC. 11. Liability of Individual Debtor, Owner of a Sole
Proprietorship, Partners in a Partnership, or Directors  and
Officers. – The  owner of a sole proprietorship, the partners
in a partnership, or the directors and officers of a corporate
debtor shall be liable for double the value of the property
sold, embezzled or disposed of, or double the amount of the
transaction involved, whichever is higher, to be recovered
for the benefit of the debtor and the creditors, if they, having
notice of the commencement of the proceedings, or having
reason to believe that proceedings are about to be
commenced, or in contemplation of the proceedings, willfully
commit the following acts:

A. Dispose or cause to be disposed of any property of the
debtor other than in the ordinary course of business or
authorize or approve any transaction in fraud of
creditors or in a manner grossly disadvantageous to
the debtor and/or creditors; or

B. Conceal, authorize or approve the concealment from
the creditors, or embezzle or misappropriate, any
property of the debtor.

The court shall determine the extent of the liability of
an owner, partner, director or officer under this Section. In
this connection, in case of partnerships and corporations,
the court shall consider the amount of the shareholding or
partnership or equity interest of such partner, director or
officer, the degree of control of such partner, director or
officer over the debtor, and the extent of the involvement of
such partner, director or debtor in the actual management
of the operations of the debtor.

SEC. 12. Authorization to Exchange Debt for Equity. – Any
bank, whether universal or not, may acquire and hold an
equity interest or investment in a debtor or its subsidiaries
when conveyed to such bank in satisfaction of debts
pursuant to a Rehabilitation Plan approved by the court:
Provided, That such ownership shall be subject to the
ownership limits applicable to universal banks for equity
investments; and Provided, further, that any equity
investment or interest acquired or held pursuant to this
section shall be disposed by the bank within a period of five
years or as may be prescribed by the Monetary Board.

RULE 2
COURT-SUPERVISED REHABILITATION

A. Initiation of Proceedings

1. Voluntary Proceedings

SECTION 1. Who May Petition. – When approved by

a. the owner, in case of a sole proprietorship;

b. a majority of the partners, in case of a partnership; or

c. a majority vote of the board of directors or trustees and
authorized by the vote of the stockholders representing
at least two-thirds of the outstanding capital stock or
at least two-thirds of the members in a non-stock
corporation, in case of a corporation;

an insolvent debtor may initiate voluntary proceedings
under this Rule by filing a petition for rehabilitation with
the court based on the grounds hereinafter specifically
provided.

A group of debtors may file a petition for rehabilitation
under this Rule when (1) one or more of its members foresee
the impossibility of meeting debts when they respectively
fall due, and (2) the financial distress would likely adversely
affect the financial condition and/or operations of the other
members of the group or the participation of the other
members of the group is essential under the terms and
conditions of the proposed Rehabilitation Plan.
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SEC. 2. Contents of the Petition.

A. The petition filed by the debtor must be verified and
must set forth with sufficient particularity all of the
following material facts:

1. the name, business, and principal address and
other addresses of the debtor;

2. the nature of the business and principal activities
of the debtor, and the addresses where these
activities are conducted;

3. the history of the debtor;

4. the fact and the cause of the debtor’s insolvency;

5. the specific relief sought under this Rule;

6. the grounds upon which the petition is based;

7. all pending actions or proceedings by or against
the debtor/s and the courts or tribunals where they
are pending;

8. the threats or demands to enforce claims or liens
against the debtor/s;

9. the manner by which the debtor may be
rehabilitated and how such rehabilitation may
benefit the general body of creditors, employees
and stockholders; and

10. the exact address/es at which documents
regarding the debtor and the proceedings may be
reviewed and copied.

B. The petition shall be accompanied by the following
documents:

1. the income tax returns stamped as received by the
BIR for the past two years prior to the year of filing;

2. an audited financial statement of the debtor at the
end of its last fiscal year;

3. interim financial statements not earlier than 30
days prior to the filing of the petition and certified
under oath by the appropriate officer, except when
the petition is filed within 30 days after the end of
the fiscal year;

4. a Schedule of Debts and Liabilities which lists all
the creditors of the debtor, indicating the name
and last address of record of each creditor; the
amount of each claim as to principal, interest, or
penalties due 30 days prior to the date of filing; the
nature of the claim; and any pledge, lien, mortgage,
judgment or other security given for the payment
thereof;

5. an Inventory of Assets which must list with
reasonable particularity all the assets of the debtor,
whether in the possession of the debtor or third
parties, stating the nature of each asset; the
location and condition thereof; the book value and
market value of the asset, and attaching the
corresponding certified copy of the certificate of
title thereof in case of real property, or the evidence
of title or ownership in case of movable property;
the encumbrances, liens or claims thereon, if any,
and the identities and addresses of the lien holders
and claimants.

The Inventory shall include (i) a Schedule of
Accounts Receivable which must indicate the
amount of each, the persons from whom due and
their correct addresses, the dates of maturity, and
the degrees of collectability categorizing them as
highly collectible to remotely collectible, and (ii) a
Schedule of Existing Claims against third parties
which must indicate the name and last address of
record of each third party against whom the debtor
has a claim, the nature and amount of the claim,
including the principal, interest, or penalties due
from each third party and any pledge, lien,
mortgage, judgment or other security or collateral
given for the payment of each claim, and a brief
statement of the facts which gave rise to the claim;

6. a Rehabilitation Plan which conforms with the
minimal requirements set out in Section 61, Rule 2
of these Rules;

7. a Schedule of Payments and Disposition of Assets
which the debtor effected within one year
immediately preceding the filing of the petition;

8. a Schedule of Cash Flow of the debtor for three
months immediately preceding the filing of the
petition, and a detailed schedule of the projected
cash flow for the succeeding three months;

9. a Statement of Possible Claims by or against the
debtor which must contain a brief statement of the
facts which might give rise to the claim and an
estimate of the probable amount thereof;

10. an Affidavit of General Financial Condition which
shall contain answers to the questions or matters
prescribed in Annex “A” of these Rules; and

11. a list containing at least three nominees for the
position of rehabilitation receiver as well as their
qualifications and addresses, including but not
limited to their telephone numbers, fax numbers
and e-mail addresses.

All attachments to the petition shall be deemed part
and parcel of the verified petition.

          (Next  page)
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SEC. 3. Verification by the Debtor. – The petition filed by the
debtor must be verified by an affidavit of a responsible
officer of the debtor, whose authority must be attached to
the petition, and shall be in a form substantially as follows:

“I, ______________, (position) of (name of petitioner),
do solemnly swear that:

A. the petitioner has been duly authorized to file the
petition and that the stockholders (or members or
partners) and board of directors (or governing body)
have approved and/or consented to, in accordance with
law, all actions or matters necessary or desirable to
rehabilitate the debtor, including the conversion of the
rehabilitation proceedings to liquidation proceedings
if so ordered by the court;

B. the petition is being filed to protect the interests of the
debtor, the stockholders, the investors and the creditors
of the debtor, which warrants the appointment of a
rehabilitation receiver;

C. there is no petition for insolvency filed with any other
body, court or tribunal affecting the petitioner;

D. the Inventory of Assets and the Schedule of Debts and
Liabilities contain the full, correct and true description
of all debts and liabilities and of all goods, effects,
estate and property of whatever kind or class belonging
to the petitioner;

E. the Inventory of Assets also contains a full, correct and
true statement of all debts owing or due to the petitioner,
or to any person or persons in trust for the petitioner
and of all securities and contracts whereby any money
may hereafter become due or payable to the petitioner
or by or through which any benefit or advantage may
accrue to the petitioner;

F. the petition contains a concise statement of the facts
giving rise, or which might give rise, to any cause of
action in favor of the petitioner;

G. the petitioner has no land, money, stock, expectancy, or
property of any kind, except those set forth in the
Inventory of Assets;

H. the petitioner has, in no instance, created or
acknowledged a debt for a greater sum than the true
and correct amount;

I. the petitioner, its officers, directors and stockholders
have not, directly or indirectly, concealed, fraudulently
sold or otherwise fraudulently disposed of any part of
the petitioner’s real or personal property, estate, effects
or rights of action, and the petitioner, its officers,
directors and stockholders have not in any way
compounded with any of its creditors in order to give

preference to such creditors, or to receive or to accept
any profit or advantage therefrom, or to defraud or
deceive in any manner any creditor to whom the
petitioner is indebted; and

J. the petitioner, its officers, directors, and stockholders
have been acting in good faith and with due diligence.”

2. Involuntary Proceedings

SEC. 4. Who May Petition. –  Any creditor or group of creditors
with a claim of, or the aggregate of whose claims is at least
One Million Pesos (P1,000,000) or at least 25 percent of the
subscribed capital stock or partners’ contributions,
whichever is higher, may initiate involuntary proceedings
under this Rule by filing a petition for rehabilitation of a
debtor with the court and on the grounds hereinafter
specifically provided.

SEC. 5. Grounds to Initiate Involuntary Proceedings. –
Involuntary proceedings may be initiated against the debtor
by filing a petition with the court if:

A. there is no genuine issue of fact or law on the claim/s of
the petitioner/s, and that the due and demandable
payments thereon have not been made for at least 60
days; or

B. the debtor has failed generally to meet its liabilities as
they fall due; or

C. at least one creditor, other than the petitioner/s, has
initiated foreclosure proceedings against the debtor
that will prevent the debtor from paying its debts as
they become due or will render it insolvent.

SEC. 6. Contents of the Petition for Involuntary Proceedings. –
The petition for rehabilitation shall be verified to establish
the substantial likelihood that the debtor may be
rehabilitated. The petition shall include

A. the name, business, and principal address and other
known addresses of the debtor;

B. the nature of the business and the principal activities
of the debtor;

C. the circumstances sufficient to support a petition to
initiate involuntary rehabilitation proceedings under
this Rule;

D. the specific relief sought under this Rule;

E. a Rehabilitation Plan;

F. the names of at least three nominees to the position of
rehabilitation receiver, as well as their qualifications,
office and email addresses;

G. the exact address/es at which documents regarding the
debtor and the proceedings may be reviewed and copied,
if known to the petitioner/s; and
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H. documents showing that there is substantial likelihood
that the debtor may be rehabilitated.

B. Provisions Common to Voluntary and Involuntary
Proceedings/Action on Petition and Commencement of
Proceedings

SEC. 7. Action on the Petition. – If the court finds the petition
for rehabilitation to be sufficient in form and substance, it
shall, within five working days from the filing of the petition,
issue a Commencement Order.

If, within the same period, the court finds the petition
deficient in form or substance, the court may, in its
discretion, give the petitioner/s not exceeding five working
days from receipt of notice of the order of the court within
which to amend or supplement the petition, or to submit
such documents as may be necessary or proper to put the
petition in proper order. In such case, the five working days
provided above shall be reckoned from the date of the filing
of the amended or supplemental petition or the submission
of such documents.  The court shall dismiss the petition if
the deficiency is not complied within the extended five-day
period.

SEC. 8. Commencement of Proceedings and Issuance of a
Commencement Order. – The rehabilitation proceedings shall
be deemed to have commenced from the date of filing of the
petition.

The Commencement Order shall:

A. state the name, address, and business of the debtor;

B. state the nature of the business and principal activities
of the debtor;

C. summarize the ground/s for initiating the proceedings;

D. state the relief sought and any requirement or
procedure particular to the relief sought;

E. state the legal effects of the Commencement Order,
including those mentioned in Section 9 of this Rule;

F. declare that the debtor is under rehabilitation;

G. direct the petitioner/s to cause the publication of the
notice of the Commencement order and the
Commencement Order in a newspaper of general
circulation in the Philippines once a week for at least
two consecutive weeks, with the first publication to be
made within seven days from the time of its issuance;

H. if the petitioner is the debtor, direct the debtor to serve,
by personal delivery, a copy of the petition on (i) each
creditor holding at least 10 percent of the total

liabilities of the debtor as determined from the schedule
attached to the petition, (ii) the Bureau of Internal
Revenue (BIR), and (iii) the appropriate or relevant
regulatory agencies such as, but not limited to, the
Securities and Exchange Commission (SEC), the Bangko
Sentral ng Pilipinas (BSP), the Insurance Commission,
the Housing and Land Use Regulatory Board (HLURB),
and the Energy Regulatory Board, within five days from
the issuance of the order;

I. if the petitioner/s is/are creditor/s, direct the creditors
to serve by personal delivery a copy of the petition on
the debtor within five days from the issuance of the
order;

J. direct the petitioner to ensure that foreign creditors with
no known addresses in the Philippines be served a copy
of the Commencement Order at their foreign addresses
in such a manner that will ensure that the foreign
creditor will receive a copy of the order at least 15 days
before the initial hearing;

K. appoint a rehabilitation receiver;

L. summarize the requirements and deadlines for creditors
to establish their claims against the debtor;

M. direct creditors to file their verified notices of claims
with the court at least five days before the initial hearing
date, with a warning that their failure to do so on time
will bar them from participating in the rehabilitation
proceedings but will not prejudice their right to receive
distributions if recommended by the rehabilitation
receiver and approved by the court, in accordance with
Section 12 of this Rule;

N. direct all creditors, the BIR, and all interested parties
(including the regulatory agencies concerned) to file
and serve on the debtor a verified comment on or
opposition to the petition, with supporting affidavits
and documents, not later than 15 days before the date
of the first initial hearing;

O. prohibit the debtor’s suppliers of goods or services from
withholding the supply of goods and services in the
ordinary course of business for as long as the debtor
makes payments for the services or goods supplied after
the issuance of the Commencement Order;

P. authorize the payment of administrative expenses as
they become due;

Q. set the case for initial hearing at a date no later than 40
days from the date of filing of the petition for the purpose
of determining whether there is substantial likelihood
for the debtor to be rehabilitated;

R. make available copies of the petition and rehabilitation
plan for examination and copying by any interested
party;
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S. indicate exact address/es at which documents regarding
the debtor and the proceedings may be reviewed and
copied;

T. state that any creditor or debtor who is not the petitioner,
may submit the name or nominate any other qualified
person to the position of rehabilitation receiver at least
five days before the initial hearing;

U. state that all contracts not confirmed in writing by the
debtor within 90 days following the issuance of the
commencement order shall be considered automatically
terminated; and

V. include a Stay or Suspension Order, which shall

i. suspend all actions or proceedings in court or
otherwise, for the enforcement of all claims against
the debtor;

ii. suspend all actions to enforce any judgment,
attachment or other provisional remedies against
the debtor;

iii. prohibit the debtor from selling, encumbering,
transferring or disposing in any manner any of its
properties except in the ordinary course of business;
and

iv. prohibit the debtor from making any payment of its
liabilities outstanding as of the commencement
date except as may be provided herein.

The issuance of a stay order does not affect the right to
commence actions or proceedings in order to preserve ad
cautelam a claim against the debtor and to toll the running
of the prescriptive period to file the claim.  For this purpose,
the plaintiff may file the appropriate court action or
proceeding by paying the amount of One Hundred Thousand
Pesos (P100,000) or one-tenth of the prescribed filing fee,
whichever is lower. The payment of the balance of the filing
fee shall be a jurisdictional requirement for the
reinstatement or revival of the case.

SEC. 9. Effects of the Commencement Order. – The effects of
the court’s issuance of a Commencement Order shall retroact
to the date of the filing of the petition and, in addition to the
effects of a Stay or Suspension Order described in the
foregoing section, shall

A. vest the rehabilitation receiver with all the powers and
functions provided for under the Act, such as the right
of access, and the right to review and obtain records to
which the debtor’s management and directors have
access, including bank accounts of whatever nature of
the debtor, subject to the approval by the court of the
performance bond posted by the rehabilitation receiver;

B. prohibit or otherwise serve as the legal basis for
rendering null and void the results of any extrajudicial
activity or process to seize property, sell encumbered
property, or otherwise attempt to collect on or enforce
a claim against the debtor after the commencement date
unless otherwise allowed under these Rules, subject to
the provisions of Section 49 of this Rule;

C. serve as the legal basis for rendering null and void any
set-off after the commencement date of any debt owed
to the debtor by any of the debtor’s creditors;

D. serve as the legal basis for rendering null and void the
perfection of any lien against the debtor’s property after
the commencement date;

E. consolidate all legal proceedings by and against the
debtor to the court: Provided, however, That the court
may allow the continuation of cases in other courts
where the debtor had initiated the suit; and

F. exempt the debtor from liability for taxes and fees,
including penalties, interests and charges thereof due
to the national government or the LGU as provided in
Section 19 of the Act.

Attempts to seek legal or other recourse against the
debtor outside of these proceedings shall be sufficient to
support a finding of indirect contempt of court.

SEC. 10. Exceptions to the Stay or Suspension Order. – The
Stay or Suspension Order shall not apply

A. to cases already pending appeal in the Supreme Court
as of commencement date: Provided, that any final and
executory judgment arising from such appeal shall be
referred to the rehabilitation court for appropriate
action;

B. subject to the discretion of the court, to cases pending
or filed with a specialized court or quasi-judicial agency
which, upon determination by the rehabilitation court
upon motion made, is capable of resolving the claim
more quickly, fairly and efficiently than the court:
Provided, That any final and executory judgment of such
court or agency shall be referred to the court and shall
be treated as a non-disputed claim;

C. to the enforcement of claims against sureties and other
persons solidarily liable with the debtor, and third party
or accommodation mortgagors as well as issuers of
letters of credit, unless the property subject of the third
party or accommodation mortgage is necessary for the
rehabilitation of the debtor as determined by the court
upon recommendation by the rehabilitation receiver;

D. to any form of action of customers or clients of a
securities market participant to recover or otherwise
claim moneys and securities entrusted to the latter in
the ordinary course of the latter’s business as well as
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any action of such securities market participant or the
appropriate regulatory agency or self-regulatory
organization to pay or settle such claims or liabilities;

E. to the actions of a licensed broker or dealer to sell
pledged securities of a debtor pursuant to a securities
pledge or margin agreement for the settlement of
securities transactions in accordance with the
provisions of the Securities Regulation Code and its
implementing rules and regulations;

F. to the clearing and settlement of financial transactions
through the facilities of a clearing agency or similar
entities duly authorized, registered and/or recognized
by the appropriate regulatory agency like the BSP and
the SEC, as well as any form of actions of such agencies
or entities to reimburse themselves for any transactions
settled for the debtor; and

G. to any criminal action against individual debtor or
owner, partner, director or officer of a debtor.  The
enforcement of the civil liability arising from the offense
charged, deemed instituted with the criminal action,
shall be covered by the Stay Order.

SEC. 11. Effectivity and Duration of Commencement Order.
The Commencement Order shall be effective for the duration
of the rehabilitation proceedings, unless (a) earlier lifted
by the court, (b) the rehabilitation plan is seasonably
confirmed or approved, or (c) the rehabilitation proceedings
are ordered terminated by the court pursuant to Section 73
of this Rule.

SEC. 12. Notice of Claim. – Every creditor of the debtor or any
interested party whose claim is not yet listed in the schedule
of debts and liabilities shall file his verified notice of claim
not later than five days before the first initial hearing date
fixed in the Commencement Order.

 If a creditor files a belated claim, he shall not be entitled
to participate in the proceedings but shall be entitled to
receive distributions arising therefrom if recommended and
approved by the rehabilitation receiver, and approved by
the court.

SEC. 13. Compliance with Jurisdictional Requirements. – On
or before the first initial hearing set in the Commencement
Order, the petitioner shall file a publisher’s affidavit
showing that the publication requirements and a
petitioner’s affidavit showing that the service requirement
for local creditors and notification requirement for foreign
creditors had been complied with, as required in the
Commencement Order.

Before proceeding with the initial hearing, the court
shall determine whether the jurisdictional requirements set
forth above had been complied with.

SEC. 14. Action at the Initial Hearing. – After making a
determination that the jurisdictional requirements have been
complied with, the court shall

A. determine the creditors who have made timely and
proper filing of their notice of claims and issue an order
that the creditors not named therein shall not be entitled
to participate in the proceedings but shall be entitled
to receive distributions arising from the proceedings;

B. hear and determine any objection to the qualifications
and appointment of the rehabilitation receiver and, if
necessary, appoint a new one; and

C. direct the creditors to discuss their comments on the
petition and the Rehabilitation Plan submitted pursuant
to Section 8(N) of this Rule;

D. direct the rehabilitation receiver to evaluate the
financial condition of the debtor and to prepare and
submit to the court within 40 days from the last initial
hearing the report provided in Section 16 of this Rule;
and

E. determine the reasonableness of the rehabilitation
receiver’s fees stated in the Rehabilitation Plan, which
shall be presumed reasonable unless the creditors
object to it.

SEC. 15. Additional Hearings. – The court may hold additional
hearings as may be necessary to continue the initial hearing
process but these hearings must be concluded not later than
90 days from the first hearing date fixed in the
Commencement Order.

SEC. 16.  Report of the Rehabilitation Receiver. – Within 40
days from the termination of the initial hearing, and with or
without the comments from the creditors, the rehabilitation
receiver shall submit a report to the court stating his
preliminary findings and recommendations on whether

A. the debtor is insolvent; the causes thereof; and any
unlawful or irregular act or acts committed by the
owner/s of a sole proprietorship, partners of a
partnership, or directors or officers of a corporation in
contemplation of the insolvency of the debtor or which
may have contributed to the insolvency of the debtor;

B. the underlying assumptions, the financial goals and
the procedures to accomplish such goals as stated in
the petitioner ’s Rehabilitation Plan are realistic,
feasible and reasonable;

C. there is a substantial likelihood that the debtor could
be successfully rehabilitated;

D. the petition should be dismissed; and

E. the debtor should be dissolved and/or liquidated.

          (Next  page)
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SEC. 17. Giving Due Course To or Dismissal of Petition, or
Conversion of Proceedings. – Within 10 days from receipt of
the report of the rehabilitation receiver mentioned in the
immediately preceding section, the court may

A. give due course to the petition upon a finding that

1. the debtor is insolvent, and

2. there is a substantial likelihood that the debtor
could be successfully rehabilitated;

B. dismiss the petition upon a finding that

1. the debtor is not insolvent,

2. the petition is a sham filing intended only to delay
the enforcement of the rights of the creditor/s or of
any group of creditors,

3. the petition, the Rehabilitation Plan, and the
attachments thereto contain any materially false
or misleading statements, or

4. the debtor has committed acts of misrepresentation
or fraud to its creditor/s or a group of creditors;

C. convert the proceedings into one for the liquidation of
the debtor upon a finding that

1. the debtor is insolvent and there is no substantial
likelihood for the debtor to be successfully
rehabilitated as determined, and

2. there is failure of rehabilitation.

SEC. 18. Petition Given Due Course. – If the petition is given
due course, the court shall direct the rehabilitation receiver
to confer with the debtor and all the classes of creditors to
consider their views and proposals in the review or revision
of the Rehabilitation Plan or the preparation of a new one.
The Rehabilitation Plan must be submitted to the court
within a period of not more than 90 days from the date of
the issuance of the order giving due course to the petition.

The court may refer any dispute relating to the
Rehabilitation Plan or the rehabilitation proceedings
pending before it to arbitration or other modes of dispute
resolution, as provided for under Republic Act No. 9285, or
the Alternative Dispute Resolution Act of 2004, should it
determine that such mode will resolve the dispute more
quickly, fairly, and efficiently than the court.

The referral to arbitration or other modes of dispute
resolution shall not be made if it will prejudice the one-
year period for the confirmation of the rehabilitation plan
under Section 70 of the Act.

SEC. 19. Dismissal of Petition. – If the petition is dismissed
pursuant to Section 17(B) of this Rule, then the court may, in

its discretion, order the petitioner to pay damages to any
creditor or to the debtor, as the case may be, who may have
been injured by the filing of the petition, to the extent of any
such injury.

C. The Rehabilitation Receiver, Management Committee,
and Creditor’s Committee

SEC. 20. Who May Serve as a Rehabilitation Receiver. – Any
qualified natural or juridical person may serve as a
rehabilitation receiver. A rehabilitation receiver who is a
juridical entity must designate, as its representative, a
natural person who possesses all the qualifications and
none of the disqualifications under this Rule. The juridical
entity and the representative are solidarily liable for all the
obligations and responsibilities of a rehabilitation receiver.

SEC. 21. Qualifications of a Rehabilitation Receiver.

A. The rehabilitation receiver who is a natural person must
comply with the following minimum qualifications and
requirements:

1. He is a citizen of the Philippines or a resident of the
Philippines for at least six months immediately
preceding his nomination;

2. He is of good moral character and with
acknowledged integrity, impartiality and
independence;

3. As far as practicable, he has expertise and acumen
to manage and operate a business similar in size
and complexity to that of the debtor;

4. He has an operating knowledge in management,
finance and rehabilitation of distressed companies;

5. He has a general familiarity with the rights of
creditors subject to suspension of payments or
rehabilitation and a general understanding of the
duties and obligations of a rehabilitation receiver;

6. He has not been earlier dismissed as a
rehabilitation receiver pursuant to Section 27 of
this Rule;

7. He has no conflict of interest as defined in this
Rule; and

8. He is willing and able to file a bond in such amount
as may be determined by the court.

B. The rehabilitation receiver, which is a juridical person,
must comply with the following qualifications and
requirements:

1. It is duly authorized to do business in the
Philippines for at least six years prior to its
appointment;

2. It is of good standing as certified by the appropriate
regulatory agency/ies;
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3. It has no conflict of interest as defined in this Rule;

4. It has not been earlier dismissed as a rehabilitation
receiver pursuant to Section 27 of this Rule;

5. It must submit the name of the person designated
to discharge the responsibilities and powers of a
rehabilitation receiver and the names of the
employees and other persons authorized to assist
the designated representative, together with a sworn
certification that these persons possess the
qualifications and none of the disqualifications
enumerated above;

6. It must submit a sworn undertaking, duly approved
in accordance with law, binding itself to be
solidarily liable with the persons designated by it
to discharge the functions and responsibilities of
a rehabilitation receiver;

7. It is willing and able to file a bond in such amount
as may be determined by the court;

8. It is not disqualified to discharge the duties of a
rehabilitation receiver under the Constitution and
other relevant laws;

C. In addition, the designated representative of the
juridical person must comply with the following
requirements:

1. The representative must be duly designated and
authorized to act for and on behalf of the juridical
entity;

2. The designated representative must be a director,
officer, stockholder or partner of the juridical
entity; and

3. The designated representative must submit a sworn
undertaking that he shall be solidarily liable with
his firm for all the obligations and responsibilities
of a rehabilitation receiver.

SEC. 22. Conflict of Interest. – No person may be appointed as
a rehabilitation receiver or as a member of a management
committee, or be engaged by the rehabilitation receiver or
the management committee if he has a conflict of interest.

An individual shall be deemed to have a conflict of
interest if he is so situated as to be materially influenced in
the exercise of his judgment for or against any party to the
proceedings.  A conflict of interest of an individual employed
or contracted by the rehabilitation receiver or the
management committee or its members shall be deemed to
be a conflict of interest of the rehabilitation receiver or the
management committee.           (Next  page)

Without limiting the generality of the following, a
rehabilitation receiver may be deemed to have a conflict of
interest if:

A. he is a creditor, owner, partner or stockholder of the
debtor;

B. he is engaged in a line of business which competes with
the debtor;

C. he is, or was within five years from the filing of the
petition, a director, officer, owner, partner, or employee
or the auditor or accountant of the debtor;

D. he is, or was within two years from the filing of the
petition, an underwriter of the outstanding securities
of the debtor;

E. he is related by consanguinity or affinity within the
fourth civil degree to any individual creditor, owner/s
of a sole proprietorship-debtor, partners of a
partnership-debtor, or to any stockholder, director,
officer, employee, or underwriter of the corporation-
debtor; or

F. he has any other direct or indirect material interest in
the debtor or any creditor.

SEC. 23. Disclosure of  Conflict of Interest. – Conflict of interest
as set forth in the preceding Section shall be disclosed at all
times throughout the proceedings to the court and to the
creditors.  Further, disclosure of any conflict of interest must
be made

A. by the nominees for the position of rehabilitation
receiver before their names are submitted for
appointment;

B. by the rehabilitation receiver and its designated
representative in case of juridical person, within 15
days from the appointment as rehabilitation receiver
or as a member of the management committee; and

C. by the rehabilitation receiver and its designated
representative in case of juridical person, within 10
days from the time the rehabilitation receiver and/or
its designated representative learns of any fact
described in the preceding section while the
rehabilitation proceedings are pending.

The same rule shall apply to persons who assist the
rehabilitation receiver or the management committee as
professionals, experts or employees. They shall file their
disclosure within 10 days from the date they are contracted
or are employed.

SEC. 24. Objection to Conflict of Interest. – Within 10 days
from receipt of the disclosure of conflict of interest provided
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under the preceding Section, any party to the proceedings
adversely affected by the appointment of the persons to the
positions mentioned above may file his objection to the
appointment of the rehabilitation receiver or a member of
the management committee, or to the employment by them
of professionals, experts or employees. The court may
disregard the conflict of interest if it finds that it will not be
detrimental to the general interest of the stakeholders.

Failure to file a timely objection shall be deemed a
waiver of the conflict of interest rule.

Should the court decide that the objection has merit
and that the conflict of interest will be detrimental to the
general interest of the stakeholders, it shall dismiss the
rehabilitation receiver having conflict of interest and
appoint a new one. Should the person concerned be a
member of the management committee or one employed by
the rehabilitation receiver or the management committee
as a professional or expert, the court shall dismiss the
person having conflict of interest and direct the
rehabilitation receiver or management committee to appoint
or employ a new one in his place, as the case may be.

SEC. 25. Initial Appointment of the Rehabilitation Receiver. –
The court shall initially appoint the rehabilitation receiver,
who may or may not be from among the nominees of the
petitioner.  At the initial hearing of the petition, the creditors
and the debtor who are not petitioners may nominate other
persons to the position. The court may retain the
rehabilitation receiver initially appointed or appoint
another who may or may not be from among those
nominated.

In case the debtor is a securities market participant,
the court shall give priority to the nominee of the
appropriate securities or investor protection fund.

 If a qualified natural person or entity is nominated by
more than 50 percent of the secured creditors and the
general unsecured creditors, and satisfactory evidence of
the creditors’ support is submitted, the court shall appoint
the creditors’ nominee as rehabilitation receiver.

SEC. 26. Powers, Duties and Functions of Rehabilitation
Receiver. – The rehabilitation receiver shall be deemed an
officer of the court with the principal duty of preserving and
maximizing the value of the assets of the debtor during the
rehabilitation proceedings, determining the viability of the
rehabilitation of the debtor, preparing and recommending
a Rehabilitation Plan to the court, and implementing the
approved Rehabilitation Plan.

To this end, and without limiting the generality of the
foregoing, the rehabilitation receiver shall have the
following powers, duties and responsibilities:

A. to verify the accuracy of the petition, and correct, if
necessary,  the annexes such as the Schedule of Debts
and Liabilities and the Inventory of Assets submitted in
support to the petition;

B. to accept and incorporate, when justified, amendments
to the Schedule of Debts and Liabilities;

C. to evaluate the validity, genuineness and true amount
of all the claims against the debtor and to recommend
to the court the disallowance of claims and rejection of
amendments to the Schedule of Debts and Liabilities
that lack sufficient proof and justification;

D. to submit to the court, and make available for the
creditors’ review, a revised Schedule of Debts and
Liabilities;

E. to investigate the acts, conduct, properties, liabilities
and financial condition of the debtor, the operation of
its business and the desirability of the continuance
thereof, and any other matter relevant to the proceeding
or to the formulation of a Rehabilitation Plan;

F. to sue and recover, with the approval of the court, all
amounts owed to, and all properties pertaining to the
debtor, including all property or money of the debtor
paid, transferred or disbursed in fraud of the debtor or
its creditors, or which constitute undue preference of
creditor/s;

G. to examine under oath the directors and officers of the
debtor and any other witnesses that he may deem
appropriate;

H. to make available to the creditors the documents and
notices necessary for them to follow and participate in
the proceedings;

I. to report to the court any fact ascertained by him to
pertain to the causes of the debtor’s problems, fraud,
preferences, dispositions, encumbrances, misconduct,
mismanagement and irregularities committed by the
stockholders, directors, management, or any other
person against the debtor;

J. to employ such specialized professionals and other
experts such as lawyers, accountants, auditors,
appraisers and staff, with the approval of the court,
whose services are necessary in assisting the
rehabilitation receiver in performing his duties and
functions in accordance with Section 37 of this Rule;

K. to monitor the operations of the debtor and to
immediately report to the court any material adverse
change in the debtor’s business;

L. to evaluate the existing assets and liabilities, earnings
and operations of the debtor;

M. to determine and recommend to the court the best way
to salvage and protect the interests of the creditors,
stockholders and the general public;
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N. to study the Rehabilitation Plan proposed by the debtor
or any Rehabilitation Plan submitted during the
proceedings, together with any comments made thereon;

O. to prohibit and report to the court any encumbrance,
transfer or disposition of the debtor’s property outside
of the ordinary course of business or what is allowed
by the court;

P. to prohibit and report to the court any payments made
by the debtor outside of the ordinary course of business;

Q. to have unlimited access to the debtor’s employees,
premises, books, records and financial documents
during business hours;

R. to inspect, copy, photocopy or photograph any
document, paper, book, account or letter, whether in
the possession of the debtor or other persons, that
pertain to the business of the debtor;

S. to gain entry into any property owned by the debtor for
the purpose of inspecting, measuring, surveying or
photographing it or any designated relevant object or
operation thereon;

T. to take possession, control and custody, and to
preserve the value of all of the debtor’s assets;

U. to notify counterparties and the court as to contracts
that the debtor has decided to confirm, pursuant to
Section 56 of this Rule;

V. to be notified of and to attend all meetings of the board
of directors and stockholders of the debtor;

W. to recommend any modification of an approved
Rehabilitation Plan as he may deem appropriate;

X. to bring to the attention of the court any material
change affecting the debtor’s ability to meet the
obligations under the Rehabilitation Plan;

Y. to recommend the appointment of a management
committee in the cases provided for under Section 31
of this Rule;

Z. within the soonest possible time, to submit a report
to the management committee, if one has been
constituted pursuant to Section 31 of this Rule, on the
status and condition of the debtor and on the actions
taken by the receiver with regard to the proceedings;

AA. to recommend the termination of the proceedings and
the dissolution of the debtor if he determines that the
debtor’s continuance in business  is no longer feasible
or profitable or no longer works to the best interest of
the stockholders, parties-litigants, creditors or the
general public;

BB. to apply to the court for any order or directive that he
may deem necessary or desirable to aid him in the
exercise of his powers and performance of his duties
and functions;

CC. to make quarterly reports on the status and progress
of the rehabilitation, or as often as may be required
by the court; and

DD. to exercise such other powers as may from time to
time be conferred upon him by the court.

The court may limit the powers and functions of the
rehabilitation receiver, as may be appropriate.

SEC. 27. Removal of the Rehabilitation Receiver. – The
rehabilitation receiver may be removed at any time by the
court, either motu proprio or upon motion by the debtor or
any creditor/s holding more than 50 percent of the total
obligations of the debtor, on such grounds as these Rules
may provide, which shall include, but not limited to, the
following:

A. incompetence, gross negligence, failure to perform or
failure to exercise the proper degree of care in the
performance of his duties and powers;

B. lack of a particular or specialized competency required
by the specific case;

C. illegal acts or conduct in the performance of his duties
and powers;

D. lack of qualification or presence of any disqualification;

E. conflict of interest that arises after his appointment;

F. manifest lack of independence that is detrimental to
the general body of the stakeholders;

G. failure, without just cause, to perform any of his powers
and functions under these Rules; or

H. on any of the grounds for removing a trustee under the
general principles of trusts.

SEC. 28. Compensation and Terms of Service.

A. The rehabilitation receiver and his direct employees or
independent contractors shall be entitled to
compensation, to be paid by the debtor, for reasonable
fees and expenses according to the terms approved by
the court after notice and hearing. Prior to such hearing,
the rehabilitation receiver, his direct employees and
his independent contractors shall be entitled to
reasonable compensation based on quantum meruit.
Such costs shall be considered administrative expenses.

In determining the amount of reasonable
compensation, the court shall consider the nature,
extent and value of the services provided, taking into
account the following factors, among others:
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1. the size of the debt under rehabilitation;

2. the time to be spent on such services;

3. the credentials, experience, skills and reputation
of the receiver, his direct employees or independent
contractors;

4. the benefits accruing to the debtor;

5. the complexity, importance, urgency, and nature of
the problems, issues, or tasks addressed; and

6. the customary compensation charged by
comparably skilled practitioners in other
rehabilitation cases.

B. If any substantial or material change in the
circumstances intervenes affecting the compensation
fixed, the court may, upon motion of the debtor,
rehabilitation receiver, or the creditors, order a review
or revision of the compensation set by the court.

C. The rehabilitation receiver and his direct employees or
independent contractors shall disclose in writing, at
the earliest opportunity, to the court, with notice to all
the parties, all forms of arrangements or agreements in
the handling of the receivership such as, but not limited
to, commissions, fees, fee-sharing arrangements, and
payments in kind.  Failure to comply with this duty shall
be a ground for removal from office of the person
concerned and for forfeiture of the rehabilitation
receiver’s bond.

SEC. 29. Oath and Bond. – Prior to entering upon his powers,
duties and responsibilities, the rehabilitation receiver shall
take an oath and file a bond in the amount fixed by the
court, conditioned upon the faithful and proper discharge
of his powers, duties and responsibilities.

SEC. 30. Vacancy. – In case the position of rehabilitation
receiver is vacated for any reason whatsoever, the court
shall direct the debtor and the creditors to submit the
name/s of their nominee/s to the position. The court may
appoint any of the qualified nominees, or any other person
qualified.

  In case the rehabilitation receiver is a juridical person
and its designated representative resigns or is otherwise
separated from it, it must manifest to the court this fact and
the reason/s for the separation, within 10 days from its
occurrence, together with the name and other personal
circumstances of the new representative.   The new
representative must have the qualifications and none of the
disqualifications set forth in Section 21 of this Rule.

SEC. 31. Displacement of Existing Management by the
Rehabilitation Receiver or Management Committee. – Upon
motion of any interested party and within the soonest
possible time, the court may appoint and direct the

rehabilitation receiver to assume the powers of management
of the debtor, or appoint a management committee that will
undertake the management of the debtor, upon clear and
convincing evidence of any of the following circumstances:

A. actual or imminent danger of dissipation, loss, wastage
or destruction of the debtor’s assets or other properties;
or

B. paralyzation of the business operations of the debtor;
or

C. gross mismanagement of the debtor, fraud or other
wrongful conduct on the part of, or gross or willful
violation of the Act by the existing management of the
debtor or the owner, partner, director, officer or
representative/s in management of the debtor.

In case the court appoints the rehabilitation receiver to
assume the management of the debtor, the court may:

1. require the rehabilitation receiver to post an
additional bond;

2. authorize him to engage the services or to employ
persons or entities to assist him in the discharge of
his managerial functions; and

3. authorize a commensurate increase in his
compensation.

In case the rehabilitation receiver is a juridical person,
the acts of its designated representative shall be presumed
to be carried out in accordance with the authority vested in
him by the juridical entity which he represents.  In case of
conflict, the decision of the governing body of the juridical
entity shall prevail. However, the rehabilitation receiver and
its representative/s shall remain solidarily liable for all
obligations and responsibilities, subject to the right of
withdrawal prior to the implementation of the disputed
decision.

SEC. 32. Role of the Rehabilitation Receiver Upon Assumption
of Management of the Debtor. – When directed by the court
to assume management of the debtor as provided in the
foregoing section, the rehabilitation receiver shall continue
to exercise the same powers under Section 26 of this Rule in
addition to those powers and duties expressly given to the
management committee as provided in the succeeding
section or those necessarily implied therefrom.

SEC. 33. Role of the Management Committee. – When
appointed pursuant to Section 31 of this Rule, the
management committee shall have the power to take custody
of and control all assets and properties owned or possessed
by the debtor. It shall take the place of the management and
governing body of the debtor, and assume their powers,
rights and responsibilities.

The management committee may overrule or revoke the
actions of the previous management or the governing body
of the debtor.
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Without limiting the generality of the foregoing, the
specific powers and duties of the management committee,
whose members shall also be considered as officers of the
court, are the following:

A. to investigate the acts, conduct, properties, liabilities,
and financial condition of the corporation, association
or partnership under management;

B. to examine under oath the directors and officers of the
entity and any other witnesses that the committee may
deem appropriate;

C. to report to the court any ascertained fact pertaining to
the causes of the problems, fraud, misconduct,
mismanagement and irregularities committed by any
other person;

D. to use the services of or employ such person or persons,
such as lawyers, accountants, auditors, appraisers and
staff as are necessary to perform  its functions and
duties as management committee;

E. to report to the court any material adverse change in
the business of the entity under management;

F. to evaluate the existing equity, capital, assets and
liabilities, earnings and operations of the entity under
management;

G. to determine and recommend to the court the best way
to salvage and protect the interest of the creditors,
stockholders and the general public, including the
rehabilitation of the entity under management;

H. to prohibit and report to the court any encumbrance,
transfer, or disposition of the debtor’s property outside
of the ordinary course of business or beyond what is
allowed by the court;

I. to prohibit and report to the court payments made
outside the ordinary course of business;

J. to have unlimited access to the employees, premises,
books, records and financial documents of the entity
under management during business hours;

K. to inspect, copy, photocopy or photograph any
document, paper, book, account or letter, whether in
the possession of the entity or other persons,  that
pertain to the business of the debtor;

L. to gain entry into any property owned by the entity under
management for the purposes of inspecting, measuring,
surveying, or taking photos or videos of any designated
relevant object or operation thereon;

M. to bring to the attention of the court any material change
affecting the entity’s ability to meet its obligations;           (Next  page)

N. to take the appropriate steps to modify, nullify or revoke
transactions coming to its knowledge which it deems
detrimental or prejudicial to the interest of the entity
under management;

O. to recommend the termination of the proceedings and
the dissolution of the entity if it determines that the
continuance in business of such entity will no longer
work to the best interest of the stakeholders and
creditors, in accordance with the purposes of the Act;

P. to apply to the court for any order or directive that it
may deem necessary or desirable to aid it in the exercise
of its powers and performance of its duties and
functions, including the power to examine parties and
witnesses under oath; and

Q. to exercise such other powers as the court may, from
time to time, confer upon it.

The court may limit the powers and functions of the
appointed management committee, as may be appropriate.

SEC. 34. Composition of the Management Committee. – Unless
the court otherwise provides, the management committee
appointed pursuant to Section 31 of this Rule shall be
composed of three qualified members appointed by the court,
as follows:

A. the first member shall be nominated by the debtor; in
case the debtor fails, the court shall appoint the first
member;

B. the second member shall be nominated by the
creditor/s holding more than 50 percent of the total
obligations of the debtor; in case the creditors fail, the
court shall appoint the second member; and

C. the third member, who shall act as chairman of the
management committee, shall be nominated by the first
and second members within 10 days from the
appointment. In case of disagreement between the first
and second members, or failure to nominate, the court
shall appoint the third member.

In case the decision to appoint a management committee
is due to Section 31(c) of this Rule, the court shall appoint
the first member.

In all cases, the court may

1. require the members of the management committee
to post a bond;

2. authorize the management committee to employ or
engage the services or to employ or engage persons
or entities to assist it in the discharge of its duties
and functions, pursuant to Section 37 of this Rule
on the employment or use of professionals; and

A.M. No. 12-12-11-SC (continued)



OCTOBER-DECEMBER 201332

3. authorize the setting of the compensation of the
members of the management committee, pursuant
to Section 28 of this Rule.

SEC. 35. Action by Management Committee. – A majority of
all members shall be necessary for the management
committee to act or make a decision.

SEC. 36. Qualifications of Members of the Management
Committee. – The members of the management committee
shall have the same qualifications and none of the
disqualifications as those prescribed for the rehabilitation
receiver by this Rule.

In case a member of the management committee is a
juridical person, the relevant provisions governing juridical
persons as rehabilitation receivers shall apply.

SEC. 37. Employment or Use of Professionals. –  The
rehabilitation receiver or the management committee shall
submit the identities and other personal circumstances of
the professionals or experts they want to engage or to assist
them in the exercise of their powers and functions. Court
approval shall be made after notice and hearing, taking
into account the following factors, among others:

A. reasons for the appointment;

B. disclosure of conflict of interest;

C. compensation, fees, or other arrangements;

D. scope of work involved;

E. the specific area of expertise of the person to be
appointed;

F. confidentiality;

G. expected work time to be spent in relation to the
engagement and extent of services required; and

H. other arrangements, as the court may deem appropriate.

The persons engaged by the rehabilitation receiver or
the management committee may be considered either
employees or independent contractors, as the case may be.

SEC. 38. Immunity from Suit. – The rehabilitation receiver, the
members of the management committee, and all persons
they engage shall not be subject to any action, claim or
demand  for any act or omission in good faith in the exercise
of their powers and functions under the Act, these Rules, or
other actions approved by the court.

SEC. 39. Organization of the Creditor’s Committee. – After the
petition is given due course, the court shall issue an order
directing the rehabilitation receiver to call a meeting with

the debtor and all classes of creditors, to take place in not
less than two weeks nor more than four weeks from the date
of the order, to consider the organization of a creditors’
committee. The order shall designate the day, hour and place
of the meeting, and shall be published as often as may be
prescribed by the court, but in no case less than two
consecutive weeks, in a newspaper of general circulation in
the Philippines, if there be one, and if there be none, in a
newspaper which, in the court’s judgment, will best give
notice to the creditors of the debtor. The debtor shall be
personally notified of this order.

After this meeting is called and held, the creditors
belonging to a class may formally organize a committee
among themselves. In addition, the creditors may, as a body,
agree to form a creditors’ committee composed of a
representative from each class of creditors, such as the
following:

(A) secured creditors;

(B) unsecured creditors;

(C) trade creditors and suppliers; and

(D) employees of the debtor.

A creditors’ committee may be organized if the creditors,
representing at least a majority of all the claims as reflected
in the registry of claims determined pursuant to Section 44
of this Rule, cast their votes for its creation.

SEC. 40. Election of Representatives to the Creditors’
Committee. –  The creditors from each class shall be entitled
to elect their representative to the creditors’ committee.  Each
creditor shall vote in proportion to his interest vis-à-vis the
total claims of all the creditors within the same class as
determined by the rehabilitation receiver based on the
registry of claims submitted to the court under Section 44 of
this Rule, provided, that such determination shall only be
for the purpose of voting under this section and shall not be
binding on any creditor as to the nature and amount of its
claim.

In case of a juridical creditor, the designated
representative bearing the necessary authority shall be
entitled to vote.

Voting may be done personally, by mail or by proxy,
provided that if a vote is cast through mail or by proxy, the
same should be accompanied by the necessary authority to
cast the vote for the particular creditor. Voting by electronic
mail or means shall be in accordance with the Rules on
Electronic Evidence.

SEC. 41. Election of Chairman of the Creditors’ Committee. –
When the representatives of each class of creditors to the
creditors’ committee have been elected, the rehabilitation
receiver shall convene the chosen representatives to elect
the chairman of the creditors’ committee.
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The representative of each class of creditors shall be
entitled to cast only one vote in the election of the chairman
of the creditors’ committee. Any tie shall be resolved by
drawing of lots.

The chairman shall then be responsible for convening
the creditors’ committee, whenever necessary, to discuss,
deliberate, and confer with the rehabilitation receiver, on
any view or proposal in the preparation, review or revision
of a Rehabilitation Plan for the debtor.

SEC. 42. Role of Creditors’ Committee. – The creditors’
committee, when constituted pursuant this Rule, shall be
the primary liaison between the rehabilitation receiver and
the creditors. The creditors’ committee cannot exercise or
waive any right or give any consent on behalf of any creditor
unless specifically authorized in writing by such creditor.
The creditors’ committee may be authorized by the court or
by the rehabilitation receiver to perform such other tasks
and functions to facilitate the rehabilitation process.

The creditors’ committee’s act shall be valid if a majority
of its members voted, and a majority of the members who
have cast their votes have voted in favor of the resolution.

The creditors’ committee, if already constituted, shall
be notified of all actions relative to the rehabilitation
proceedings; otherwise, the individual creditors shall be so
notified by the rehabilitation receiver.

The members of the creditors’ committee shall be
entitled to a reasonable fee as compensation, which shall
be treated as an administrative expense, subject to the prior
determination and approval by the court.

SEC. 43. Determination of Class of Creditors. – The
rehabilitation receiver shall determine within a reasonable
time the class to which each creditor belongs; provided that
each creditor shall be given the opportunity to challenge
the rehabilitation receiver ’s determination of its
classification by presenting evidence to prove its claims.
Such challenge shall first be brought before the
rehabilitation receiver for his reconsideration within five
days from notice of such determination by the rehabilitation
receiver. Any denial by the rehabilitation receiver of such
challenge may be brought to the court within five days from
notice thereof. The decision of the court on this matter shall
be final and executory only insofar as the classification of
the said creditor for purposes of representation in the
creditors’ committee is concerned but not as to the
determination of the nature of its claim.

D. Determination of Claims

SEC. 44. Registry of Claims. – Within 20 days from his
assumption into office, the rehabilitation receiver shall

establish a preliminary registry of claims based on the
schedule of debts and liabilities provided in the petition.
The rehabilitation receiver shall make the registry available
for public inspection and give notice to the debtor, creditors
and stakeholders on where and when they may inspect it by
causing the publication of the place/s and date/s of
inspection in a newspaper of general circulation in the
Philippines once every week for two consecutive weeks. The
period of inspection shall not exceed 15 days from the last
publication.  All claims included in the registry of claims
must be duly supported by sufficient evidence.

SEC. 45. Opposition or Challenge of Claims. – Within 30 days
from the expiration of the period to inspect the registry of
claims, the debtor, creditors, stakeholders and other
interested parties may submit to the court a challenge to the
claim/s, as listed in the registry of claims serving a certified
copy on the rehabilitation receiver and the creditor holding
the challenged claim/s.

  Upon the expiration of the 30-day period, the
rehabilitation receiver shall submit to the court the registry
of claims.  The registry of claims shall include the following
lists of (1) claims that have not been subject to challenge;
(2) claims resolved by the rehabilitation receiver after these
have been challenged; and (3) disputed but unresolved
claims.

SEC. 46. Appeal. – The aggrieved party may seek the review of
the decision of the rehabilitation receiver on a claim by
filing a motion with the rehabilitation court within five days
from receipt of the rehabilitation receiver’s assailed
decision, which shall be decided by the court at the soonest
possible time.

E. Use, Preservation and Disposal of Assets and Treatment
of Assets and Claims After Commencement Date

SEC. 47. Use or Disposition of Assets. – Except as otherwise
provided herein, no funds or property of the debtor shall be
used or disposed of except in the ordinary course of business
of the debtor, or unless necessary to finance the
administrative expenses of the rehabilitation proceedings.

SEC. 48. Sale of Assets. – The court, upon the rehabilitation
receiver’s application, with notice to the debtor, creditors
or creditors’ committee, if one has already been formed,
may authorize the sale of the unencumbered property of the
debtor outside the ordinary course of business upon a
showing that the property, by its nature or because of any
other circumstance, is (a) perishable; (b) costly to maintain;
(c) susceptible to devaluation; or (d) otherwise in jeopardy.

 The application shall be through a motion which shall
be served on the debtor and the creditors in a manner that
will ensure its receipt at least three days before the hearing,
unless the court for good reason sets the hearing on shorter

          (Next  page)
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notice.  If the creditors’ committee had already been formed,
the motion shall be served on the creditors’ committee.

If the court grants the motion, the order shall specify
the cause for the necessity of the sale, which may either be
through a public auction or a private sale, determined to be
in the best interest of all parties.

Unless impracticable, an itemized statement of the
property sold, the name of each purchaser, and the price
received for each item or lot or for the property as a whole
(if sold in bulk) shall be filed with the court on completion
of a sale.

After a sale is authorized under this Section, the
rehabilitation receiver shall execute any instrument
necessary or ordered by the court to transfer the property to
the purchaser.

SEC. 49. Sale or Disposal of Encumbered Property of the Debtor
and Assets of Third Parties Held by Debtor.

A. In cases of

1. encumbered property belonging to the debtor, or

2. property of third persons held by the debtor where
there is a security interest pertaining to third
parties under a financial, credit or other similar
transactions,

the court may, upon the rehabilitation receiver’s
application, after due notice and hearing, authorize the
sale, transfer, conveyance or disposition of the property,
upon a showing that:

A. the affected owner or secured creditor/s have
given their consent;

B. the sale, transfer, conveyance or disposal is
necessary for the continued operation of the
debtor’s business; and

C. the debtor has made arrangements to provide
a substitute lien or ownership right that
provides an equal level of security for the
counter-party’s claim or right.

B. In cases where the debtor has prior authority to sell the
property such as trust receipt or consignment
arrangements, the court  may, upon the debtor’s
application, authorize the sale  or disposal of the
property, upon a showing that:

1. the sale or disposal is necessary for the operation
of the debtor’s business, and

2. the debtor has made arrangements to provide a
substitute lien or ownership right that provides an

equal level of security for the counter-party’s claim
or right.

C. The application shall be through a motion which shall
be served on the debtor and the owner/s or concerned
creditors in a manner that will ensure its receipt at
least three days before the hearing, unless the court for
good reason sets the hearing on shorter notice. If the
creditors’ committee has already been formed, the
motion shall be served on the creditors’ committee.

The affected party is given a non-extendible period
of three days from receipt of the motion within which to
file his comment or opposition. The court shall resolve
the motion within five days from the date of the hearing.

D. If the court grants the motion, the order shall specify
the manner by which the sale shall be conducted which
may either be a public auction or private sale and other
terms and conditions that the court may, in its
discretion, determine to be in the best interest of all
concerned parties.

E. Unless impracticable, an itemized statement of the
property sold, the name of each purchaser, and the price
received for each item or lot or for the property as a
whole if sold in bulk shall be filed with the court on
completion of a sale.

F. After a sale or disposition is authorized under this
Section, the rehabilitation receiver or debtor, as the case
may be, shall execute any instrument necessary or
ordered by the court to effectuate the transfer to the
purchaser.

G. The sale or disposal of property under this Section shall
not give rise to any criminal liability under applicable
laws.

SEC. 50. Assets of Debtor Held by Third Parties. – Third parties
who have in their possession or control property of the
debtor that is subject of possessory pledges, mechanic’s
liens or similar claims shall not transfer, convey or
otherwise dispose of the property to persons other than to
the debtor, except with prior approval of the rehabilitation
receiver.

 The rehabilitation receiver may also

A. demand the surrender or the transfer of the possession
or control of the property to the rehabilitation receiver
or another person, subject to payment of the claims
secured by any possessory lien/s thereon or the
replacement of the possessory lien, with the consent of
the secured creditor;

B. allow the third party to retain possession or control of
the property if such an arrangement would more likely
preserve or increase the value of the property in question
or the total value of the assets of the debtor; or
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C. otherwise dispose of the property as may be beneficial
for the rehabilitation of the debtor, after notice and
hearing and approval of the court, subject to payment
of the claims secured by any possessory lien/s thereon
or replacement of the possessory lien with the consent
of the secured creditor.

SEC. 51. Rescission or Nullity of Sale, Payment, Transfer or
Conveyance of Assets. – Upon motion, after notice and
hearing, the court may rescind or declare as null and void
any sale, payment, transfer or conveyance of the debtor’s
unencumbered property or any encumbering thereof by the
debtor or its agents or representatives after the
commencement date which are not in the ordinary course
of the business of the debtor.

The following sales or dispositions, made outside of
the ordinary course of business of the debtor, upon order of
the court, upon motion and after notice and hearing, may
not be nullified under this Section if made for the following
purposes:

A. to administer the debtor and facilitate the preparation
and implementation of a Rehabilitation Plan;

B. to provide a substitute lien, mortgage or pledge of
property under this Rule;

C. to pay or meet administrative expenses as they arise;

D. to pay victims of quasi-delicts upon a showing that the
claim is valid and the debtor has insurance to
reimburse the debtor for the payments made;

E. to repurchase property of the debtor that is auctioned
off in a judicial or extrajudicial sale under these Rules;
or

F. to reclaim or redeem property of the debtor held
pursuant to a possessory lien.

SEC. 52. Assets Subject to Rapid Obsolescence, Depreciation
and Diminution of Value. – Upon the application of a secured
creditor holding a lien against or one holding an ownership
interest in property held by the debtor that is subject to
potentially rapid obsolescence, depreciation or diminution
in value, the court shall, after notice and hearing, order the
debtor or rehabilitation receiver to take reasonable steps
necessary to prevent the obsolescence, depreciation or
diminution of the value of the property. If such rapid
obsolescence, depreciation and diminution cannot be
avoided to the prejudice of the security or property interest
of the secured creditor or owner, the court shall:

A. allow the encumbered property to be foreclosed upon
by the secured creditor according to the relevant
agreement between the debtor and the secured creditor,

applicable rules of procedure, and relevant legislation:
Provided, That the proceeds of the sale will be
distributed in accordance with the order prescribed
under the rules of concurrence and preference of credits
(including Civil Code provisions thereon);

B. upon motion or with the consent of the affected secured
creditor or interest owner, order the conveyance of a
lien against or ownership interest in substitute property
of the debtor to the secured creditor: Provided, That
other creditors holding liens on such property, if any,
do not object thereto, or, if such property is not
available;

C. order the conveyance to the secured creditor or holder
of an ownership interest of a lien on the residual funds
from the sale of encumbered property during the
proceedings; or

D. allow the sale or disposition of the property: Provided,
That the sale or disposition will maximize the value of
the property for the benefit of the secured creditor and
the debtor, and the proceeds of the sale will be
distributed in accordance with the order prescribed
under the rules of concurrence and preference of credits
(including Civil Code provisions thereon).

The application of the secured creditor shall be made
by motion and shall be served on the debtor, the
rehabilitation receiver, the affected creditors, and the
creditors’ committee (if one had already been formed), in a
manner that will ensure its receipt at least three days before
the hearing, unless the court, for good reason shown, sets
the hearing on shorter notice.

SEC. 53. Post-Commencement Interest. – The rate and term of
interest, if any, on secured and unsecured claims shall be
determined and provided for in the approved Rehabilitation
Plan.

SEC. 54. Post-Commencement Loans and Obligations. – With
the approval of the court, upon the duly supported
recommendation of the rehabilitation receiver, the debtor,
in order to enhance its rehabilitation, may

A. enter into new credit arrangements, excluding
restructured obligations;

B. enter into new credit arrangements (excluding
restructured obligations), secured by mortgages of its
unencumbered property or secondary mortgages of
encumbered property with the approval of the senior
secured parties with regard to the encumbered property;
or

C. incur other obligations as may be essential for its
rehabilitation.

The payment of the foregoing obligations shall be
considered administrative expenses under these Rules.
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SEC. 55. Treatment of Employees’ Claims. – The claims for
separation pay and salary of employees for months worked
prior to the commencement date shall be considered a pre-
commencement claims. The compensation of employees
required to carry on the business during the rehabilitation
proceedings shall be considered an administrative expense.
Claims for salary and separation pay for work actually
performed after the commencement date shall be an
administrative expense.

SEC. 56. Treatment of Contracts. – Unless cancelled by virtue
of a final judgment of a court of competent jurisdiction
issued prior to the issuance of the Commencement Order, or
at anytime thereafter by the court before which the
rehabilitation proceedings are pending, all valid and
subsisting contracts of the debtor with creditors and other
third parties as of the commencement date shall continue
to be in force; Provided, That within 90 days following the
issuance of the Commencement Order, the debtor, with the
written consent of the rehabilitation receiver, shall send a
written notice to each contractual counter-party stating that
it is confirming the particular contract. Contractual
obligations of the debtor arising or performed during this
period, and afterwards for confirmed contracts, shall be
considered administrative expenses.

Contracts not confirmed within the 90-day deadline
shall be considered automatically terminated. Claims for
actual damages, if any, arising as a result of the election to
terminate a contract shall be considered pre-
commencement claims against the debtor, to be filed with
the rehabilitation court as a separate claim. The claim shall
be considered in the rehabilitation plan together with the
other claims against the debtor.

Nothing contained herein shall prevent the cancellation
or termination of any contract of the debtor for any ground
provided by law.

F. Avoidance Proceedings

SEC. 57. Rescission or Nullity of Certain Pre-commencement
Transactions. – Any transaction prior to the commencement
date entered into by the debtor or involving its funds or
assets may be rescinded or declared null and void on the
ground that it was executed with intent to defraud a creditor
or creditors or that it constitutes undue preference of
creditors. Without limiting the generality of the foregoing, a
disputable presumption of these designs shall arise if the
transaction:

A. provides unreasonably inadequate consideration to the
debtor and is executed within 90 days prior to the
commencement date;

B. involves an accelerated payment of a claim to a creditor
within 90 days prior to the commencement date;

C. provides security or additional security executed within
90 days prior to the commencement date;

D. involves creditors who obtained or received more than
their pro rata share in the assets of the debtor, on a
transaction executed at a time when the debtor was
insolvent; or

E. is intended to defeat, delay or hinder the ability of the
creditors to collect claims, where the effect of the
transaction is to put assets of the debtor beyond the
reach of creditors or to otherwise prejudice the interests
of creditors.

     Nothing in this Section shall prevent the court from
rescinding or declaring as null and void a transaction on
other grounds provided by relevant legislation and
jurisprudence, including the provisions of the Civil Code on
rescission.

SEC. 58. Actions for Rescission or Nullity.

A. The rehabilitation receiver or, with his conformity, any
creditor may initiate and prosecute any action to
rescind, or declare null and void any transaction
described in Section 57 of this Rule.

If the rehabilitation receiver does not consent to
the filing or prosecution of such action, any creditor or
the creditors’ committee may file and/or prosecute such
action upon the approval of the court and after a
determination that the rights of the creditors will be
prejudiced if the action is not filed and/or prosecuted.

B. If leave of court is granted under subsection (A), the
rehabilitation receiver shall assign and transfer to the
creditor or the creditors’ committee all rights, title and
interest in the chose in action or subject matter of the
proceeding, including any document in support thereof.

Any benefit derived from a proceeding instituted by
the creditor, to the extent of his claim and the costs,
belongs exclusively to him, and the surplus, if any,
belongs to the estate.

Where, before an order is made under subsection
(a), the rehabilitation receiver (or liquidator) signifies
to the court his readiness to institute the proceeding
for the benefit of the creditors, the order shall fix the
time within which he shall do so and, in that case, the
benefit derived from the proceeding, if instituted within
the time limits so fixed, belongs to the estate.

      The action shall be filed in the court and shall be
governed by the rules on summary procedure.
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G. Treatment of Secured Creditors

SEC. 59. No Diminution of Secured Creditor Rights. – The
issuance of the Commencement Order and the Suspension
or Stay Order, and any other provision of the Act, shall not
in any way diminish or impair the security or lien of a
secured creditor, or the value of his lien or security, except
that his right to enforce the security or lien may be suspended
during the term of the Stay Order.

The court, upon motion or recommendation of the
rehabilitation receiver, may allow a secured creditor to
enforce his security or lien, or foreclose upon property of
the debtor securing his/its claim, if the property is not
necessary for the rehabilitation of the debtor. The secured
creditor and/or the other lien holders shall be admitted to
the rehabilitation proceedings only for the balance, if any,
of his claim.

SEC. 60. Lack of Adequate Protection. – The court, on motion
or motu proprio, may terminate, modify or set conditions
for the continuance of suspension of payment, or relieve a
claim from the coverage thereof, upon showing that: (a) a
creditor does not have adequate protection over the property
securing its claim; or (b) the value of a claim secured by a
lien on property which is not necessary for rehabilitation
of the debtor exceeds the fair market value of the property.

For purposes of this Section, a creditor shall be deemed
to lack adequate protection if it can be shown that

A. the debtor fails or refuses to honor a pre-existing
agreement with the creditor to keep the property insured;

B. the debtor fails or refuses to take commercially
reasonable steps to maintain the property; or

C. the property has depreciated to an extent that the
creditor is under-secured.

Upon showing of the creditor’s lack of protection, the
court shall order the debtor or the rehabilitation receiver to
make arrangements to provide for the insurance or
maintenance of the property, or to make payments or
otherwise provide additional or replacement security such
that the obligation is fully secured. If such arrangements
are not feasible, the court may modify the Stay Order to
allow the secured creditor, lacking adequate protection, to
enforce its security claim against the debtor: Provided,
however, That the court may deny the creditor the remedies
in this paragraph if the property subject of the enforcement
is required for the rehabilitation of the debtor.

If a motion is filed, it must be served on the debtor and
the rehabilitation receiver in a manner that will ensure its
receipt at least three days before the hearing, unless the
court, for good reason shown, sets the hearing on shorter

notice. If a creditors’ committee has been formed, the motion
shall also be served on the creditors’ committee.

H. Administration of Proceedings

SEC. 61. Contents of a Rehabilitation Plan. –  The Rehabilitation
Plan, as a minimum, shall

A. specify the underlying assumptions, the financial goals
and procedures proposed to accomplish these goals,
including the duration and coverage of the
rehabilitation;

B. contain a liquidation analysis setting out for each
creditor or each class of creditor, as applicable, the
amounts they expect to receive under the Rehabilitation
Plan and those that they will receive if liquidation ensues
within 120 days after the filing of the petition;

C. contain information sufficient to give the various classes
of creditors a reasonable basis for determining whether
supporting the Plan is in their financial interest when
compared to the immediate liquidation of the debtor,
including any reduction of principal interest and
penalties payable to the creditors;

D. establish classes of voting creditors;

E. establish subclasses of voting creditors if prior
approval has been granted by the court;

F. indicate how the insolvent debtor will be rehabilitated,
among others, through: debt forgiveness; debt
rescheduling; reorganization or quasi-reorganization;
dacion en pago; debt-to-equity conversion; payment of
unpaid subscriptions by shareholders; sale of the
business as a going concern; setting-up of a new
business entity or other similar arrangements, to restore
the financial well-being and viability of the insolvent
debtor;

G. specify the treatment of each class or subclass
described in subsections (D) and (E);

H. provide for equal treatment of all claims within the same
class or subclass, unless a particular creditor agrees
to a less favorable treatment;

I. ensure that the payments made under the Rehabilitation
Plan (which shall include proposed dates of payment
and specific amounts on such dates to be paid to each
and every creditor) will follow the priority established
under the provisions of the Civil Code on concurrence
and preference of credits and other applicable laws;

J. maintain the security interest of secured creditors and
preserve the liquidation value of the security unless
this has been waived or modified voluntarily;

K. include relevant foreign ownership limits or
information, if any;

          (Next  page)
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L. disclose all payments to creditors for pre-
commencement debts made during the proceedings and
the justifications for these payments;

M. describe the disputed claims and the provisioning of
funds to account for appropriate payments should the
claim be ruled valid or its amount adjusted;

N. identify the debtor’s role in the implementation of the
Rehabilitation Plan;

O. state any rehabilitation covenants of the debtor, whose
breach shall be considered a material breach of the
Rehabilitation Plan;

P. identify those responsible for the future management
of the debtor and the supervision and implementation
of the Rehabilitation Plan, their affiliation with the
debtor and their remuneration;

Q. address the treatment of claims arising after the
confirmation of the Rehabilitation Plan;

R. require the debtor and its counter-parties to adhere to
the terms of all contracts that the debtor has chosen to
confirm;

S. arrange for the payment of all outstanding
administrative expenses as a condition to the
Rehabilitation Plan’s approval unless such condition
has been waived in writing by the creditors concerned;

T. arrange for the payment of all outstanding taxes and
assessments, or an adjusted amount pursuant to a
compromise settlement with the BlR or other applicable
tax authorities;

U. include a certified copy of a certificate of tax clearance
or evidence of a compromise settlement with the BIR;

V. include a valid and binding resolution of a meeting of
the debtor’s stockholders to increase the shares by the
required amount in cases where the Rehabilitation Plan
contemplates an additional issuance of shares by the
debtor;

W. state the compensation and status, if any, of the
rehabilitation receiver before and after the approval of
the Rehabilitation Plan;

X. contain provisions for conciliation and mediation as a
prerequisite to court assistance or intervention;

Y. include material financial undertakings or
commitments to support the Rehabilitation Plan;

Z. contain provisions for monitoring the implementation
of the Rehabilitation Plan, including, requiring the
rehabilitation receiver and/or debtor to make reports
from time to time;

AA. contain the manner of its implementation, giving due
regard to the interests of secured creditors such as the
non-impairment of their security liens or interests; and

BB. contain such other relevant information to enable a
reasonable investor to make an informed decision on
the feasibility of the Rehabilitation Plan.

The court may require such other information it may
deem necessary to determine the viability of the
Rehabilitation Plan.

SEC. 62. Creditor Approval of Rehabilitation Plan. – The
rehabilitation receiver shall notify the creditors and
stakeholders that the Rehabilitation Plan is ready for their
examination. Within 20 days from the date of the
notification, the rehabilitation receiver shall convene the
creditors, either as a whole or per class, for purposes of
voting on the approval of the Rehabilitation Plan. Voting
may be done in person, by a duly authorized representative,
or by mail, including secure electronic mail, received on or
before the meeting.

The Rehabilitation Plan shall be deemed rejected unless
approved by all classes of creditors whose rights are
adversely modified or affected by the Plan.

For purposes of this Section, the Rehabilitation Plan is
deemed to have been approved by a class of creditors if
members of the said class holding more than 50 percent of
the total claims of the said class vote in favor of the Plan.
The votes of the creditors shall be based solely on the
amount of their respective claims based on the registry of
claims submitted by the rehabilitation receiver pursuant to
Section 44 of this Rule.

The rehabilitation receiver shall notify the court, the
creditors or creditors’ committee and the stakeholders of
the approval or rejection of the Rehabilitation Plan within
five days from the date of such voting.

Notwithstanding the rejection of the Rehabilitation
Plan, the court may, motu proprio or upon motion of any
interested party within 10 days from notice of the rejection
of the Rehabilitation Plan, confirm the Plan if all of the
following circumstances are present:

A. the Rehabilitation Plan complies with the requirements
specified in the Act and these Rules;

B. the rehabilitation receiver recommends the
confirmation of the Rehabilitation Plan;

C. the shareholders, owners or partners of the juridical
debtor lose at least their controlling interest as a result
of the Rehabilitation Plan; and

D. the Rehabilitation Plan would likely provide the
objecting class of creditors with compensation, which
has a net present value greater than that which they
would have received if the debtor were under liquidation.

A.M. No. 12-12-11-SC (continued)



     VOLUME XV ISSUE NO. 60 39

SEC. 63. Submission of Rehabilitation Plan to the Court. – If
the Rehabilitation Plan is approved, the rehabilitation
receiver shall submit the Plan to the court for confirmation.
Within five days from receipt of the Rehabilitation Plan, the
court shall notify the creditors that the Rehabilitation Plan
has been submitted for confirmation; that any creditor may
obtain copies of the Rehabilitation Plan; and that any
creditor may file an objection thereto.

SEC. 64. Filing of Objections to Rehabilitation Plan. – A creditor
may file a verified opposition containing its written
objections to the Rehabilitation Plan accompanied by
affidavits and supporting documents within 20 days from
receipt of notice from the court that the Rehabilitation Plan
has been submitted for confirmation.

      Objections to a Rehabilitation Plan shall be limited to
the following:

A. the creditors’ support was induced by fraud;

B. the documents or data relied upon in the Rehabilitation
Plan are materially false or misleading; or

C. the Rehabilitation Plan is in fact not supported by the
voting creditors.

SEC. 65. Hearing on the Objections. – If objections have been
submitted during the relevant period and the court finds
them sufficient in form and substance, it shall issue an
order setting the date and time for the hearing or hearings
on the objections, which shall not be later than 10 days
from the expiration of the period to file objections.

After hearing, if the court finds merit in the objection, it
shall order the rehabilitation receiver or other party to cure
the defect, whenever feasible. If the court determines that
the debtor acted in bad faith, or that it is not feasible to cure
the defect, the court shall convert the proceedings into one
for the liquidation of the debtor.

SEC. 66. Confirmation of the Rehabilitation Plan. – The court
shall issue an order confirming the Rehabilitation Plan in
any of the following instances:

A. no objections are filed within the 20-day period from
receipt of notice from the court that a Rehabilitation
Plan has been submitted to court;

B. the court finds the objections lacking in merit;

C. the basis for the objection has been cured; or

D. the debtor has complied with the order to cure the
objection.

The court may confirm the Rehabilitation Plan
notwithstanding unresolved disputes over claims if the
Rehabilitation Plan has made adequate provisions for
paying such claims.           (Next  page)

Notwithstanding the first paragraph of this Section, if
the court finds that there is no substantial likelihood that
the debtor can be rehabilitated, it shall not confirm the
Rehabilitation Plan and, instead, declare a failure of
rehabilitation in accordance with Section 73 of this Rule.

The provisions of other laws to the contrary
notwithstanding, the court shall have the power to approve
or implement the Rehabilitation Plan despite the lack of
approval, or objection from the owners, partners or
stockholders of the insolvent debtor: provided, that the terms
thereof are necessary to restore the financial well-being
and viability of the insolvent debtor.

The order confirming the Rehabilitation Plan shall
specify the portions approved by the court and the portions
rejected during consideration or cured by the rehabilitation
receiver.

SEC. 67. Effects of Confirmation of Rehabilitation Plan. – The
confirmation of the Rehabilitation Plan by the court shall
result in the following:

A. the Plan and its provisions shall bind the debtor and
all persons who may be affected thereby, including the
creditors, whether or not such persons have participated
in the proceedings or opposed the Plan or whether or
not their claims have been scheduled;

B. the debtor shall comply with the provisions of the Plan
and shall take all actions necessary to carry them out;

C. payments shall be made to the creditors in accordance
with the provisions of the Plan;

D. contracts and other arrangements between the debtor
and its creditors shall remain valid and continue to
apply to the extent that they do not conflict with the
provisions of the Plan;

E. any compromises on amounts or rescheduling of timing
of payments by the debtor shall be binding on the
creditors regardless of whether or not the Plan is
successfully implemented; and

F. claims arising after the approval of the Plan that are
otherwise not treated by the Plan are not subject to any
Suspension Order.

The Order confirming the Plan shall comply with Rule
36 of the Rules of Court: Provided, however, That the court
may maintain jurisdiction over the case in order to resolve
claims against the debtor that remain contested and
allegations that the debtor has breached the Plan.

SEC. 68. Liability of General Partners of a Partnership or for
Unpaid Balances under an Approved Plan. – The approval of
the Rehabilitation Plan shall not affect the rights of creditors
to pursue separate actions against general partners of a
partnership to the extent they are liable under relevant
legislation for the debts thereof.
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SEC. 69. Treatment of Amounts of Indebtedness or Obligations
Forgiven or Reduced. – Amounts of any indebtedness or
obligations reduced or forgiven in connection with a Plan’s
approval shall not be subject to any tax in furtherance of
the purposes of the Act.

Sec. 70. Period for Confirmation of the Rehabilitation Plan.
The court shall have a maximum period of one year from the
date of the filing of the petition to confirm a Rehabilitation
Plan for the debtor.

If no Rehabilitation Plan is confirmed within this period,
the proceedings may, upon motion by any interested party,
the rehabilitation receiver, or motu proprio, be converted
into one for the liquidation of the debtor.

SEC. 71. Discharge of Rehabilitation Receiver. –  Upon the
confirmation of the Rehabilitation Plan, the rehabilitation
receiver shall submit a report and accounting to the court
within 30 days from such confirmation for the approval of
the court.

Upon approval of the report and accounting, the court
shall order the rehabilitation receiver’s discharge unless
the Rehabilitation Plan specifically describes the role of
the rehabilitation receiver and/or requires the
rehabilitation receiver to assume certain duties and
responsibilities even after the confirmation of the
Rehabilitation Plan.  In such case, the court shall order his
discharge after the termination of the rehabilitation
proceedings and the approval of his final report and
accounting.

SEC. 72. Amendments to the Approved Rehabilitation Plan.
After the confirmation of the Rehabilitation Plan, the debtor,
rehabilitation receiver or any creditor may file a verified
motion for leave to amend the Plan. The motion shall state
the reasons warranting the amendment of the Rehabilitation
Plan and the proposed amendments, with a copy given to
the rehabilitation receiver.

Within five days from filing of the motion, the court
motu proprio shall grant or deny the motion. If the court
grants the motion, it shall set the proposed amendments for
hearing not later than 15 days from date of the order. The
order, which shall include the proposed amendments, shall
be published once in a newspaper of general circulation in
the Philippines not later than five days from date of the
order.

The proposed amendments shall be subject to the same
requirements set forth in Section 63 of this Rule.

The court shall act on the proposed amendments not
later than 45 days from the date of the filing of the motion
for leave to amend the Rehabilitation Plan.

I. Termination of Proceedings

SEC. 73. Termination of Proceedings. – At any time from the
filing of the petition, any interested party or the
rehabilitation receiver may file a motion for the termination
of the proceedings. After hearing the motion, the court may
order the proceedings terminated by either declaring a
successful implementation of the Rehabilitation Plan or a
failure of rehabilitation.

There is failure of rehabilitation in the following cases:

A. Dismissal of the petition by the court;

B. Failure to submit a Rehabilitation Plan;

C. A Rehabilitation Plan is not confirmed by the court;

D. Under the Rehabilitation Plan submitted by the debtor,
there is no substantial likelihood that the debtor can
be rehabilitated within a reasonable period based on
the requirements of Section 21 of the Act;

E. The Rehabilitation Plan or its amendment is approved
by the court but in the implementation thereof, the
debtor fails to perform its obligations thereunder or
there is a failure to realize the objectives, targets or
goals set forth therein, including the timelines and
conditions for the settlement of the obligations due to
the creditors and other claimants;

F. Determination that the Rehabilitation Plan may no
longer be implemented in accordance with its terms,
conditions, restrictions, or assumptions;

G. There is a finding that fraud was committed in securing
the approval of the Rehabilitation Plan or its
amendment;

H. In cases falling under Section 65 of this Rule, where,
after finding merit in the objection/s raised against the
confirmation of the Rehabilitation Plan, the defect is
not cured within such time as the court may order, or if
the court determines that the debtor acted in bad faith,
or that it is not feasible to cure the defect; and

I. Failure of the debtor to comply with these Rules, the
Rules of Court, or any order of the court.

Upon a breach of, or failure of the Rehabilitation Plan,
the court, upon motion by an affected party, and after hearing,
may

1. issue an order directing that the breach be cured
within a specified period of time, failing which the
proceedings may be converted to liquidation
proceedings;

2. issue an order converting the proceedings to
liquidation proceedings;

3. allow the debtor or rehabilitation receiver to
submit amendments whose approval shall be
governed by the same requirements for creditor

A.M. No. 12-12-11-SC (continued)



     VOLUME XV ISSUE NO. 60 41

          (Next  page)

approval and court confirmation of a
Rehabilitation Plan under this Rule;

4. issue any other order to remedy the breach
consistent with the Act and these Rules, other
applicable law and the best interests of the
creditors; or

5. enforce the applicable provisions of the
Rehabilitation Plan through a writ of execution.

SEC. 74. Effects of Termination. – Termination of the
proceedings shall result in the following:

A. the discharge of the rehabilitation receiver subject to
his submission of a final accounting; and

B. the lifting of the Stay Order and any other court order
holding in abeyance any action for the enforcement of
a claim against the debtor.

If the termination of proceedings is due to failure of
rehabilitation or dismissal of the petition for reasons other
than technical grounds, the proceedings shall be
immediately converted to liquidation as provided in Section
92 of the Act.

RULE 3
PRE-NEGOTIATED REHABILITATION

SECTION 1. Pre-Negotiated Rehabilitation Plan. –  An insolvent
debtor, by itself or jointly with any of its creditors, may file
a verified petition with the court for the approval of a Pre-
Negotiated Rehabilitation Plan.

The petition shall comply with Section 2(A), Rule 2 of
these Rules, where applicable, and be supported by an
affidavit showing the written approval or endorsement of
creditors holding at least two-thirds of the total liabilities
of the debtor, including secured creditors holding more than
50 percent of the total secured claims of the debtor and
unsecured creditors holding more than 50 percent of the
total unsecured claims of the debtor. Further, the petition
shall also include as a minimum the following:

A. a Schedule of Debts and Liabilities which lists all the
creditors of the debtor, indicating the name and last
address of record of each creditor; the amount of each
claim as to principal, interest, or penalties due 30 days
prior to the date of filing; the nature of the claim; and
any pledge, lien, mortgage, judgment or other security
given for the payment thereof;

B. an Inventory of Assets which must list with reasonable
particularity all the assets of the debtor, whether in the
possession of the debtor or third parties, stating the

nature of each asset, its  location and condition, its
book value and market value, and attaching the
corresponding certified copy of the certificate of title
thereof in case of real property, or the evidence of title
or ownership in case of movable property, the
encumbrances, liens or claims thereon, if any; and the
identities and addresses of the lien holders and
claimants. The Inventory shall include

1. a Schedule of Accounts Receivable which must
indicate the amount of each account, the persons
from whom due and their correct addresses, the
dates of maturity, and the potential for
collectability categorizing them as highly
collectible to remotely collectible; and

2. a Schedule of Existing Claims against third parties
which must indicate the name and last address of
record of each third party against whom the debtor
has a claim; the nature and amount of the claim,
including the principal, interest, or penalties due
from each third party and any pledge, lien,
mortgage, judgment or other security or collateral
given for the payment of each claim; and a brief
statement of the facts which gave rise to the claim;

C. a summary of disputed claims against the debtor and a
report on the provisioning of funds to account for
appropriate payments should any such claims be ruled
valid or their amounts adjusted;

D. an Affidavit of General Financial Condition which shall
contain answers to the questions or matters prescribed
in Annex “A” of these Rules; and

E. the Pre-Negotiated Rehabilitation Plan, including the
names of at least three qualified nominees for
rehabilitation receiver;

All attachments to the petition shall be deemed part
and parcel of the verified petition.

SEC. 2. Issuance of Order. – Within five  working days from the
date of filing the petition, if the court determines that the
petition is sufficient in form and substance, it shall issue
an Order which shall:

A. identify the debtor, its principal business or activity/
ies and its principal place of business;

B. declare that the debtor is under rehabilitation;

C. summarize the ground/s for the filing of the petition;

D. direct the publication of the Order in a newspaper of
general circulation in the Philippines once a week for
at least two consecutive weeks, with the first publication
to be made within seven days from the time of its
issuance;
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E. direct the service by personal delivery of a copy of the
petition on each creditor who is not a petitioner holding
at least 10 percent of the total liabilities of the debtor,
as determined in the schedule attached to the petition,
within three days from the issuance of the Order;

F. state that copies of the petition and the Pre-Negotiated
Rehabilitation Plan are available for examination and
copying by any interested party;

G. state that if no verified objection to the petition or the
Pre-Negotiated Rehabilitation Plan is submitted with
the court within eight days from the date of the second
publication of the Order required under Subsection (D)
above, the court shall approve the Pre-Negotiated
Rehabilitation Plan within 10 days from the date of the
second publication of the Order, pursuant to Section 4
of this Rule;

H. state that creditors and other interested parties may
submit their comments on the petition or the Pre-
Negotiated Rehabilitation Plan within a period of not
later than 20 days from the second publication of the
Order, under Section 6 of this Rule;

I. appoint a rehabilitation receiver, if not provided for in
the Pre-Negotiated Rehabilitation Plan; and

J. impose a Suspension or Stay Order as described in
these Rules.

SEC. 3. Effectivity and Duration of Order. – The Order shall
have the same effects as a Commencement Order under
Section 9, Rule 2 of these Rules. It shall retroact to the date
of the filing of the petition and shall be effective for 120
days from the filing of the petition unless earlier lifted by
the court on account of (a) the approval of the Pre-
Negotiated Rehabilitation Plan, or (b) the termination of the
rehabilitation proceedings.

SEC. 4. Approval of Plan. – If no verified objection to the
petition or the Rehabilitation Plan is filed within eight days
from the date of the second publication of the Order provided
in the preceding section, the court shall approve the
rehabilitation plan within 10 days from the date of the
second publication of such order.

The approved rehabilitation plan shall not be
implemented until after the lapse of 20 days from the date
of the second publication of the Order, unless the court
conducts a hearing pursuant to Section 7 of this Rule to
consider the comments filed within 20 days from the date of
the second publication of the Order.

SEC. 5. Objection to the Petition or Rehabilitation Plan. – Any
creditor or other interested party can only object on the
following limited grounds:

A. the allegations in the petition or the Pre-Negotiated
Rehabilitation Plan, or the attachments thereto, are
materially false or misleading;

B. the majority of any class of creditors do not in fact
support the Pre-Negotiated Rehabilitation Plan;

C. the support of the creditors or any of them was induced
by fraud; or

D. the Pre-Negotiated Rehabilitation Plan fails to
accurately account for a claim against the debtor and
the claim is not categorically declared as a contested
claim.

 The objection must be submitted to and received by the
court not later than eight days from the date of the second
publication of the Commencement Order. Copies of any
objection to the petition or the Pre-Negotiated Rehabilitation
Plan shall be served on the debtor, the rehabilitation receiver
(if applicable), the secured creditor with the largest claim
and who supports the Pre-Negotiated Rehabilitation Plan,
and the unsecured creditor with the largest claim and who
supports the Pre-Negotiated Rehabilitation Plan.

SEC. 6. Comments. – Any creditor or other interested party
may submit his comments on the petition or the Pre-
Negotiated Rehabilitation Plan based on grounds other than
those enumerated in Section 5 of this Rule.

SEC. 7. Hearing on the Objections and Comments. –  After
receipt of objections under Section 5 and comments under
Section 6, both of this Rule, the court shall set the case for
hearing not earlier than 20 days nor later than 30 days from
the date of the second publication of the Order issued
pursuant to Section 2 of this Rule. If the court finds the
objection meritorious, it shall direct the debtor, when
feasible, to cure the defect within 15 days from receipt of
the order.

If the court determines that the debtor or creditors
supporting the Pre-Negotiated Rehabilitation Plan acted in
bad faith, or that the objection is non-curable, the court
may convert the rehabilitation proceedings into liquidation.

A finding by the court that the objection has no
substantial merit or that the same has been cured shall be
deemed an approval of the Pre-Negotiated Rehabilitation
Plan.

SEC. 8. Period for Approval of Rehabilitation Plan. – The court
shall have a maximum period of 120 days from the filing of
the petition to approve or disapprove the Pre-Negotiated
Rehabilitation Plan filed under this Rule.

If the court fails to so act within the said period, the
Pre-Negotiated Rehabilitation Plan shall be deemed
approved. In such a case, the court shall certify that no
action has been made within the 120-day period and the
Pre-Negotiated Plan is deemed approved pursuant to Section
81 of the Act.
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SEC. 9. Effects of Approval of Rehabilitation Plan. – Approval
of the Pre-Negotiated Rehabilitation Plan under this Rule
shall have the same legal effect as confirmation of a
rehabilitation plan under Section 66, Rule 2 of these Rules.

RULE 4
OUT-OF-COURT OR INFORMAL

RESTRUCTURING AGREEMENT OR REHABILITATION PLAN

SECTION 1. Out-of-court or Informal Restructuring Agreements
or Rehabilitation Plan. – An out-of-court or informal
restructuring/workout agreement or rehabilitation plan
(OCRA) under the Act shall comply with both requirements:

A. Approval by the

1. debtor;

2. creditors representing at least 67 percent of the
secured obligations of the debtor;

3. creditors representing at least 75 percent of the
unsecured obligations of the debtor; and,

4. creditors holding at least 85 percent of the total
liabilities, secured and unsecured, of the debtor;
and,

B. Publication of the notice of the OCRA once a week for at
least three consecutive weeks in a newspaper of general
circulation in the Philippines, as prescribed in Section
4 of this Rule.

SEC. 2. Standstill Period. – A standstill period may be agreed
upon by the parties and shall be effective and enforceable
not only against the contracting parties but also against
the other creditors provided it complies with the following
conditions:

A. approval of the agreement for a standstill period  by
creditors representing more than 50 percent of the total
liabilities of the debtor;

B. publication of the notice of the agreement  in a
newspaper of general circulation in the Philippines,
once a week for two consecutive weeks; and

C. the standstill period shall not exceed 120 days from
the date of effectivity.

The notice of the standstill agreement shall substantially
state the following minimum requirements:

1. the identity of the debtor, its principal business or
activity/ies, and its principal place of business;

2. the total amount of the liabilities of the debtor,
classified into secured and unsecured;

3. that a contact person is identified, together with
his contact details, which should include existing

office address, phone numbers, and e-mail
addresses;

4. that creditors are invited to participate in the
negotiations for  an OCRA and may do so by
contacting the person specified in the notice;

5. that the creditors representing more than 50 percent
of the total liabilities of the debtor have agreed to
observe a standstill period which shall not exceed
120 days from its date of effectivity;

6. that the terms and conditions agreed upon by the
parties shall be strictly observed during the
standstill period;

7. that the standstill period shall be effective after
publication of the notice once a week for two
consecutive weeks in a newspaper of general
circulation in the Philippines; and

8. that the OCRA shall be binding on the debtor and
all affected persons, including the creditors,
whether or not they will participate in the
negotiations, if approved by all of the following:

a. the debtor;

b. the creditors representing at least 67 percent
of the secured obligations of the debtor;

c. the creditors representing at least 75 percent
of the unsecured obligations of the debtor; and

d. the creditors holding at least 85 percent  of the
total liabilities, secured and unsecured, of the
debtor.

SEC. 3. Expiration of the Standstill Period. – The standstill
period shall expire upon (1) the lapse of 120 days from the
effectivity of the standstill agreement, (2)  the effectivity of
the OCRA, or (3) the termination of the negotiations for the
OCRA as declared by creditors representing more than 50
percent of the total liabilities of the debtor, whichever comes
first.

SEC. 4. Publication of the OCRA. –  The notice of the OCRA
shall be published once a week for at least three consecutive
weeks in a newspaper of general circulation in the
Philippines.

The notice shall contain the following:

A. the salient provisions  of the OCRA;

B. the OCRA is available for inspection or reproduction in
the offices of the debtor  at the expense of the requesting
party;

C. the number of secured creditors who approved the OCRA,
indicating how much they represent, in terms of
percentage, among the secured obligations of the debtor,
which should be at least 67 percent;
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D. the number of unsecured creditors who approved the
OCRA, indicating how much they represent, in terms of
percentage, among the unsecured obligations of the
debtor, which should be at least 75 percent;

E. the total number of creditors, secured or unsecured,
who approved the OCRA, indicating how much they
represent, in terms of percentage, among the total
liabilities of the debtor, which should be at least 85
percent;

F. upon its effectivity, the OCRA and its provisions shall
be binding upon the debtor and all affected persons,
including the creditors, whether or not they  participated
in the proceedings or opposed the plan or whether or
not their claims have been scheduled;

G. payments shall be made to the creditors in accordance
with the provisions of the OCRA; and

H. the manner and other requirements for the amendment
or modification of the OCRA.

The OCRA shall take effect upon the lapse of 15 days
from the date of the last publication of its notice.

SEC. 5. Cram Down Effect. – An OCRA that is approved pursuant
to this Rule shall have the same legal effect as the
confirmation of a rehabilitation plan under a court-
supervised rehabilitation under Section 66, Rule 2 of these
Rules.

SEC. 6. Amendment or Modification. – No amendment or
modification of the OCRA shall be valid unless it (a) conforms
to the manner and other requirements specified by the
parties for the amendment or modification of the OCRA, and
(b) complies with the requirements listed in Section 1 of
this Rule.

The amended or modified OCRA shall take effect upon
the lapse of 15 days from the date of the last publication of
the required notice.

SEC. 7. Effect of Court Action or Other Proceedings. – The
Regional Trial Courts, as courts of general jurisdiction, shall
have jurisdiction over the following:

A. a petition for court assistance to execute or implement
the standstill agreement of the OCRA under Section 9 of
this Rule; and

B. a petition for annulment of the standstill agreement or
the OCRA under Section 11 of this Rule.

Any court action or other proceedings arising from, or
relating to, the OCRA shall not stay its implementation,
unless a temporary restraining order or preliminary
prohibitory injunction is issued by the Court of Appeals in
an original action under Rule 65 of the Rules of Court.

SEC. 8. Venue. – The petition for court assistance to execute
or implement, or for the annulment of either the standstill
agreement or the OCRA may be filed with the Regional Trial
Court having jurisdiction over the place in which the
insolvent debtor resides or has its principal place of
business.

SEC. 9. Petition for Court Assistance. – An application for
court assistance to execute or implement a standstill
agreement or an OCRA may be filed by the insolvent debtor
and/or creditor, as the case may be, and shall be in the form
of a petition which contains, as a minimum, the following:

A. the identity of the debtor, its principal business of
activity/ies, and its principal place of business;

B. if the petition is filed by the creditor, the identity of the
creditor and its principal place of business;

C. the identity and addresses of the party/ies against
whom the assistance is sought;

D. a statement of the dates the standstill agreement or the
OCRA was executed and became effective;

E. an allegation that the requisite creditor approval for a
standstill agreement or for an OCRA has been obtained,
in accordance with Section 2(A) or Section 1(A) of this
Rule, respectively;

F. an allegation that the notice of the standstill agreement
or the OCRA has been duly published in accordance
with Section 2(B) or 1(C) of this Rule, respectively;

G. The salient provisions of the standstill agreement or
the OCRA, including the provisions sought to be
enforced; and

H. the specific form of assistance or relief sought.

A petition for court assistance shall be accompanied
by a copy of the standstill agreement or the OCRA.

SEC. 10. Forms of Assistance. – The court may assist in the
execution or implementation of the standstill agreement or
the OCRA by issuing a writ of execution to enforce its terms.

Nothing in this Rule limits the power of the court to
provide any other form of additional assistance as may be
necessary to execute or implement the standstill agreement
or the OCRA, including the award of damages properly
pleaded and proved, and to protect the interests of the
creditors, the debtor, and other interested parties.

SEC. 11. Petition for Annulment of an OCRA. – The debtor or
creditor may file a petition to annul (1) the standstill
agreement or (2) the OCRA based on the ground of non-
compliance with the requirements for a standstill agreement
under Section 2 of this Rule, or an OCRA under Section 1 of
this Rule.
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Vitiation of consent due to fraud, intimidation, or
violence may be raised as a ground to annul the standstill
agreement or the OCRA if committed against such number
of creditors required for the approval of the standstill
agreement or OCRA, as the case may be.

The petition shall allege, as a minimum, the following:

A. the identity of the debtor, its principal business or
activity/ies, and its principal place of business; and

B. the ground for the petition.

The petition shall be accompanied by a copy of the
standstill agreement or the OCRA and the amendments/
modifications, if any, and shall be filed not later than 30
days from the effectivity thereof.

SEC.  12. Service of Summons. – Upon the filing of the petition,
the court shall immediately issue and cause to be served
the corresponding summons to the respondents within five
days from receipt of the petition.

The summons shall be accompanied with a copy of the
petition, with all its attachments, and shall be served on all
the person(s) indicated as respondents.

The summons shall direct the respondent to file a
comment and/or opposition to the petition within a non-
extendible period of five days from receipt of the summons.

The summons, orders and other court processes may
be served by the sheriff, his deputy or other proper court
officer or, for justifiable reasons, by the counsel or
representative of the petitioner, or any suitable person
authorized or deputized by the court issuing the summons.
Any private person who is authorized or deputized by the
court to serve summons, orders and other court processes
shall, for that purpose, be considered an officer of the court.

Service of summons to a respondent residing in the
Philippines shall be made in person or by substituted
service, in accordance with the Rules of Court.

Should either personal or substituted service fail,
summons may be served by publication in a manner the
court deems appropriate under the circumstances. In the
case of juridical entities, summons by publication shall be
done by indicating the names of its officers or its duly
authorized representative.

Service of summons to a respondent not residing in the
Philippines shall be effected out of the Philippines through
any of the following means:

a. By personal service coursed through the
appropriate court in the foreign country, with the
assistance of the Department of Foreign Affairs;

b. By publication once in a newspaper of general
circulation in the country where the respondent

may be found and by serving a copy of the summons
and the court order by registered mail at the last
known address of the respondent;

c. By facsimile or any recognized electronic means
that could generate proof of service; or

d. By such other means as the court may in its
discretion direct.

SEC. 13. Comment or Opposition. – The respondent shall file
a verified comment or opposition to the petition, together
with supporting affidavits and documents, within five days
from receipt of the summons and ensuring receipt thereof
by the petitioner and the court not less than three days before
the date of the summary hearing under Section 15 of this
Rule.

In an action for court assistance, a respondent may
raise the defense that the standstill agreement or the OCRA
is void for failure to comply with the requirements under
Section 2 or Section 1 of this Rule, respectively. A respondent
may raise the invalidity of the standstill agreement or the
OCRA on the ground of vitiation of consent only if it affects
such number of creditors required for the approval of the
standstill agreement of the OCRA, as the case may be.

The failure to raise either defense shall constitute as
waiver and preclude the respondent from filing a separate
petition to annul the standstill agreement or the OCRA.

SEC. 14. Court Order on Petition. – On the basis of the
allegations of the petition and the comment or opposition,
and their supporting documents, the court shall determine
whether there is a genuine issue of material facts.  In case
the respondent fails to file a comment or opposition the
petition, the court may conduct clarificatory hearings.

If the court determines that there is no genuine issue of
material fact, the court shall rule whether the petition shall
be granted.  The court shall issue the order within five days
from receipt of the comment or opposition.

SEC. 15. Summary Hearing. – If the court determines that there
exists a genuine issue of material facts, it shall conduct a
summary hearing not later than 20 days from the filing of
the petition.

The 120-day standstill period shall continue to run
during the pendency of an action involving a standstill
agreement.  Upon the finality of the decision, the parties
shall have the remaining balance of the period to enforce
the decision, which in any case shall not be less than 60
days.

The court shall render judgment which shall be not later
than 60 days from the filing of the petition.

         (Next  page)

A.M. No. 12-12-11-SC (continued)



OCTOBER-DECEMBER 201346

SEC. 16. Review of Decision or Order in OCRA. –  The judgment
in an action to implement or enforce a standstill agreement
shall be final and immediately executory.

The judgment in any action involving the OCRA shall be
final within 10 days from receipt of the decision and is
immediately executory.

A judgment of the court under this Rule may be elevated
to the Court of Appeals under Rule 65 of the Rules of Court.

A final judgment shall be without prejudice to the
parties availing of the other modes of rehabilitation under
Rule 2 or 3 of these Rules.

RULE 5
CROSS-BORDER INSOLVENCY PROCEEDINGS

SECTION 1. Scope of Application. –  This Rule applies where

A. assistance is sought in a Philippine court by a foreign
court or a foreign representative in connection with a
foreign proceeding;

B. assistance is sought in a foreign State in connection
with a proceeding governed by the FRIA and these Rules;
or

C. a foreign proceeding and a proceeding governed by the
FRIA and these Rules are concurrently taking place; or

D. Creditors in a foreign State have an interest in
requesting the commencement of, or participating in, a
proceeding under Rules 2, 3, and 4 of these Rules.

The sole fact that a petition is filed pursuant to this
Rule does not subject the foreign representative or the
foreign assets and affairs of the debtor to the jurisdiction
of the local courts for any purpose other than the petition
for recognition and resulting related proceedings.

SEC. 2. Authorization of a Rehabilitation Receiver to Act in a
Foreign State. – A rehabilitation receiver is authorized to
act in a foreign State on behalf of a proceeding under these
Rules, as permitted by the applicable foreign law.

SEC. 3. Access of Foreign Creditors to a Proceeding Under
these Rules.

A. Subject to Sections 1 and 4 of this Rule, to paragraph 2
of this Section, and to the rule of reciprocity, foreign
creditors have the same rights regarding proceedings
commenced under Rules 2, 3, and 4 of these Rules as
creditors in the Philippines.

B. Paragraph 1 above does not affect the ranking of claims
in a proceeding under the relevant laws.

SEC. 4. Rules on Public Policy and Reciprocity. – The court
shall refuse to take any action in any proceeding
contemplated under Section 1 of this Rule if

A. the action would be manifestly contrary to the public
policy of the Philippines; and

B. the court finds that the country where the foreign
rehabilitation proceeding is taking place does not
extend recognition to a Philippine rehabilitation
proceeding, or that the country of which the petitioner-
foreign creditor is a national does not grant the same
rights to a Philippine creditor in a manner
substantially in accordance with these Rules.

SEC. 5. Petition for Recognition of Foreign Proceeding.

A. A foreign representative may apply with the Regional
Trial Court which has jurisdiction over the place where
the debtor resides or holds principal office for
recognition of the foreign proceeding in which the
foreign representative has been appointed.

B. Whenever a petition for recognition of a foreign
proceeding is filed after a proceeding under these Rules
has been commenced, the petition for recognition of
the foreign proceeding shall be filed with the same
court.

C. A petition for recognition shall be accompanied by

1. a certified copy of the order commencing the
foreign proceeding and appointing the foreign
representative; or

2. a certificate from the foreign court affirming the
existence of the foreign proceeding and of the
appointment of the foreign representative; or

3. in the absence of evidence referred to in
subparagraphs (1) and (2), any other evidence
acceptable to the court of the existence of the
foreign proceeding and of the appointment and
identity of the foreign representative; and

4. any additional evidence that the court may deem
necessary, and allege how the petition is affected
by the factors in granting relief specified under
Section 13 of this Rule.

D. An application for recognition shall also be
accompanied by a statement identifying all foreign
proceedings in respect of the debtor that are known to
the foreign representative.

E. The court may require a translation of documents
supplied in support of the application for recognition
into an official language of this State.

SEC. 6. Notice of Filing of Petition for Recognition. – Within
three days from the filing of the petition for recognition of a

A.M. No. 12-12-11-SC (continued)



     VOLUME XV ISSUE NO. 60 47

foreign proceeding, the court shall acknowledge the fact of
filing and issue a Notice of filing of the petition, which shall
be published once in a newspaper of general circulation
within five days from its issuance.  The Notice shall likewise
state that any opposition to the petition should be filed
within five days from publication.

SEC. 7. Presumptions Concerning Recognition. – If the order
or certificate referred to in paragraph (C), subparagraphs
(1) or (2), of Section 5 of this Rule is attached to the petition
for recognition, the court may disputably presume that

A. a foreign proceeding is a proceeding as defined under
Section 5(g), Rule 1 of these Rules;

B. the foreign representative is a person or body  as defined
under Section 5(j),  Rule 1 of these Rules and has
established its identity;

C. the documents submitted in support of the petition for
recognition are authentic, whether or not they have been
legalized; and

D. the debtor’s registered office, or habitual residence in
the case of an individual, is the centre of the debtor’s
main interests.

SEC. 8. Recognition of Foreign Proceeding. – Subject to Section
4 of this Rule, a foreign proceeding shall be recognized if

A. the proceeding is a foreign proceeding as defined under
these Rules;

B. the person or body applying for recognition is a foreign
representative as defined under these Rules; and

C. the petition meets the requirements of Section 6 of this
Rule.

The foreign proceeding may be recognized either as a
foreign main proceeding or a foreign non-main proceeding,
as defined and understood under Section 5(h) and (i), Rule 1
of these Rules.

The court may modify or terminate the Order granting
recognition, if it is shown that the grounds for granting it
were fully or partially lacking or have ceased to exist.

SEC. 9. Period to Recognize Foreign Proceeding. – A petition
for recognition of a foreign proceeding shall be decided
within 30 days from its filing.

SEC. 10. Notification to Court. – From the time of filing the
petition for recognition of the foreign proceeding, the foreign
representative shall inform the court promptly of:

A. any substantial change in the status of the foreign
proceeding or the status of the foreign representative’s
appointment; and

B. any other foreign proceeding regarding the same debtor
that becomes known to the foreign representative,

and how the changes or developments affect or have affected
the petition.

SEC. 11. Provisional Relief that may be Granted upon
Application for Recognition of a Foreign Proceeding. – From
the time of the complete publication of the notice of the fact
of filing under Section 6 of this Rule until the same is decided
upon, the court may, upon motion of the foreign
representative where relief is urgently needed to protect the
assets of the debtor or the interests of the creditors and
there is prima facie showing that the petition is meritorious,
grant relief of a provisional nature, including:

A. staying execution against the debtor’s assets;

B. entrusting the administration or realization of all or
part of the debtor’s assets located in the Philippines to
the foreign representative or another person designated
by the court in order to protect and preserve the value
of assets that, by their nature or because of other
circumstances, are perishable, susceptible to
devaluation or otherwise in jeopardy;

C. any relief mentioned in Section 13(A)(3), (4) and (6) of
this Rule.

Unless extended, the provisional relief granted under
this section terminates when the application for recognition
is decided upon.

The court may refuse to grant the provisional relief
under this section if such relief would interfere with the
administration of a foreign main proceeding.

SEC. 12. Effects of Recognition of Foreign Proceeding.

A. Upon recognition of a foreign main proceeding:

1. commencement or continuation of individual
actions or individual proceedings concerning the
debtor’s assets, rights, obligations or liabilities is
stayed, provided that, such stay does not affect the
right to commence actions or proceedings to
preserve ad cautelam a claim against the debtor.
For this purpose, the plaintiff may file the
appropriate court action or proceeding against the
debtor by paying the amount of One Hundred
Thousand Pesos (P100,000) or one-tenth of the
prescribed filing fee, whichever is lower. The
payment of the balance of the filing fee shall be a
jurisdictional requirement for the continuation of
the proceedings in the ad cautelam claim;

2. execution against the debtor’s assets is stayed in
accordance with Section 9, Rule 2 of these Rules;
and
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3. the right to transfer, encumber or otherwise dispose
of any assets of the debtor is suspended in
accordance with Section 9, Rule 2 of these Rules.

B. Upon recognition of a foreign proceeding, the foreign
representative is entitled to participate, through
counsel, in any proceeding involving the debtor filed
under these Rules.

C. The recognition of the foreign proceeding does not affect
the right of Philippine creditors to commence or
continue a rehabilitation or liquidation proceeding
under these Rules or the right to file or continue claims
in these proceedings.

D. The order granting recognition of the foreign proceeding
shall be published in two separate newspapers of
general circulation not later than five days from its
issuance.

SEC. 13. Relief  that may be Granted After Recognition of
Foreign Proceeding.

A. Upon recognition of a foreign proceeding, where
necessary to protect the assets of the debtor or the
interests of the creditors, the court may, upon motion
of the foreign representative, grant any appropriate
relief including:

1. staying the commencement or continuation of
individual actions or individual proceedings
concerning the debtor’s assets, rights, obligations
or liabilities to the extent they have not been stayed
under Section 12(A)(1) of this Rule;

2. staying execution against the debtor’s assets to the
extent it has not been stayed under Section 12(A)(2)
of this Rule;

3. suspending the right to transfer, encumber or
otherwise dispose of any assets of the debtor to
the extent that this right has not been suspended
under Section 12(A)(3) of this Rule;

4. providing for the examination of witnesses, the
taking of evidence or the delivery of information
concerning the debtor’s assets, affairs, rights,
obligations or liabilities;

5. entrusting the administration or realization of all
or part of the debtor ’s assets located in the
Philippines to the foreign representative or another
person designated by the court;

6. granting any additional relief that may be available
to the rehabilitation receiver under the law or these
Rules.

B. Upon recognition of a foreign proceeding, the court may,
at the request of the foreign representative, entrust the
distribution of all or part of the debtor’s assets located
in the Philippines to the foreign representative or
another person designated by the court: provided that
the court is satisfied that the interests of local creditors
are adequately protected.

SEC. 14. Factors in Granting Relief. – In determining whether
to grant relief under this Rule, the court shall consider

A. the protection of creditors in the Philippines and the
inconvenience in pursuing their claim in a foreign
proceeding;

B. the just treatment of all creditors through resort to a
unified insolvency or rehabilitation proceedings;

C. whether other jurisdictions have given recognition to
the foreign proceeding;

D. the extent that the foreign proceeding recognizes the
rights of creditors and other interested parties in a
manner substantially in accordance with the manner
prescribed in this Rule; and

E. the extent that the foreign proceeding has recognized
and shown deference to proceedings under the Act and
previous legislation.

SEC. 15. Protection of Creditors and Other Interested Persons.

A. The court may impose conditions in the grant of relief
under Sections 11 and 13 of this Rule, as it may deem
appropriate.

B. The court may, motu proprio or upon motion of the
foreign representative, or of a person affected by the
relief granted under Sections 11 and 13 of this Rule,
modify or terminate such relief.

SEC. 16. Actions to Avoid Acts Detrimental to Creditors.
Upon recognition of a foreign proceeding, the foreign
representative, through counsel, acquires the standing to
initiate actions to avoid or otherwise render ineffective acts
detrimental to creditors that are available under these Rules.

SEC. 17. Intervention by Foreign Representative in Philippine
Proceedings. – Upon recognition of a foreign proceeding, the
foreign representative may intervene, through counsel, in
any action or proceeding in the Philippines in which the
debtor is a party.

SEC. 18. Cooperation and Direct Communication with Foreign
Courts. – In matters covered by this Rule, the court shall
cooperate to the maximum extent possible in all court-to-
court communications for purposes of information or
assistance.
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SEC. 19. Cooperation and Direct Communication Between the
Rehabiitation Receiver or Liquidator and Foreign Courts or
Foreign Representatives.

A. In matters referred to in Section 1 of this Rule, a
rehabilitation receiver or liquidator shall, in the
exercise of its functions and subject to the supervision
of the court, cooperate to the maximum extent possible
with foreign courts or foreign representatives.

B. The rehabilitation receiver or liquidator is entitled, in
the exercise of its functions and subject to the
supervision of the court, to communicate directly with
foreign courts or foreign representatives.

SEC. 20. Forms of Cooperation. – Cooperation may be
implemented by any appropriate means, including but not
limited to the following:

A. appointment of a person or body to act at the discretion
of the court;

B. communication of information by any means
considered appropriate by the court;

C. coordination of the administration and supervision of
the debtor’s assets and affairs;

D. approval or implementation by courts of agreements
concerning the coordination of proceedings;

E. coordination of concurrent proceedings regarding the
same debtor;

F. suspension of proceedings against the debtor;

G. limiting the relief to assets that should be administered
in a foreign proceeding pending in a jurisdiction other
than the place where the debtor has its principal place
of business (foreign non-main proceeding) or
information required in that proceeding; and

H. implementation of rehabilitation or re-organization
plan for the debtor.

Nothing in this Rule limits the power of the court to
provide additional assistance to the foreign representative
under other applicable laws.

SEC. 21. Commencement of Local Proceeding After Recognition
of Foreign Proceeding. – After the recognition of a foreign
proceeding, a local proceeding under these Rules may be
commenced only if the debtor is doing business in the
Philippines. The effects of the proceedings shall be restricted
to the assets of the debtor located in the country and, to the
extent necessary to implement cooperation and
coordination under Sections 19 and 20 of this Rule, to the
other assets of the debtor that, under local laws, must be
administered in that proceeding.

SEC. 22. Local and Foreign Proceedings.– Where a foreign
proceeding and a local proceeding are taking place
concurrently regarding the same debtor, the court shall seek
cooperation and coordination under Sections 19 and 20 of
this Rule. Any relief granted to the foreign proceeding must
be made consistent with the relief granted in the local
proceeding.

RULE 6
PROCEDURAL REMEDIES

SECTION 1. Motion for Reconsideration. – A party may file a
motion for reconsideration of any order issued by the court
prior to the approval of the Rehabilitation Plan.  No relief
can be extended to the party aggrieved by the court’s order
on the motion through a special civil action for certiorari
under Rule 65 of the Rules of Court.

An order issued after the approval of the Rehabilitation
Plan can be reviewed only through a special civil action for
certiorari under Rule 65 of the Rules of Court.

SEC. 2. Review of Decision or Order on Rehabilitation Plan. –
An order approving or disapproving a rehabilitation plan
can only be reviewed through a petition for certiorari to the
Court of Appeals under Rule 65 of the Rules of Court within
15 days from notice of the decision or order.

RULE 7
MISCELLANEOUS AND FINAL PROVISIONS

SECTION 1. Applicability of Provisions. – The provisions in Rules
2 (Court-Supervised Rehabilitation), insofar as they are
applicable, shall likewise apply to proceedings in Rule 3
(Pre-Negotiated Rehabilitation) and Rule 4 (Out-of-Court or
Informal Restructuring Agreements).

SEC. 2. Effectivity. – These Rules shall take effect 15 days after
their complete publication in the Official Gazette or in at
least two newspapers of national circulation in the
Philippines.

ANNEX “A”

AFFIDAVIT OF GENERAL FINANCIAL CONDITION

1. Are you an officer of the debtor referred to in these
proceedings?

2. What is your full name and what position do you hold
in the debtor?

3. What is the full name of the debtor and what is the
address of its head office?
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4. When was it formed or incorporated?

5. When did the debtor commence business?

6. What is the nature of its business? What is the market
share of the debtor in the industry in which it is engaged?

7. Who are the parties, members, or stockholders? How
many employees?

8. What is the capital of the debtor?

9. What is the capital contribution and what is the amount
of the capital, paid and unpaid, of each of the partners
or shareholders?

10. Do any of these people hold the shares in trust for
others?

11. Who are the directors and officers of the debtors?

12. Does the debtor have any subsidiary corporation? If
so, give particulars?

13. Has the debtor properly maintained its books and are
they updated?

14. Were the books audited annually?

15. If so, what is the name of the auditor and when was the
last audited statement drawn up?

16. Were all the proper returns made to the various
government agencies which required them?

17. When did the debtor first become aware of its problems?

18. Has the debtor, within the 12 months preceding the filing
of the petition

a. made any payments, returned any goods
or delivered any property to any of its
creditors, except in the normal course of
business?

b. executed any mortgage, pledge, or security
over any of its properties in favor of any
creditor?

c. transferred or disposed of any of its
properties in payment of any debt?

d. sold, disposed of, or removed any of its
property except in the ordinary course of
business?

e. sold any merchandise at less than fair
market value or purchased merchandise
or services at more than fair market value?

f. made or been a party to any settlement of
property in favor of any person? If yes,
give particulars.

19. Has the debtor recorded all sales or dispositions of
assets?

20. What were the sales for the last three years and what
percentage of the sales represented the profit or mark-
up?

21. What were the profits or losses for the debtor for the
last three years?

22. What are the causes of the problems of the debtor?
Please provide particulars?

23. When did you first notice these problems and what
actions did the debtor take to rectify them?

24. How much, in your estimate, is needed to rehabilitate
the debtor?

25. Has any person expressed interest in investing new
money to the debtor?

26. Are there any pending and threatened legal actions
against the debtor? If so, please provide particulars.

27. Has the debtor discussed any restructuring or
repayment plan with any of the creditors? Please
provide status and details.

28. Has any creditor expressed interest in restructuring the
debts of the debtor? If so, please give particulars.

29. Have employees’ wages and salaries been kept current?
If not, how much are in arrears and what time period do
the arrears represent?

30. Have obligation to the government and its agencies been
kept current? If not, how much are in arrears and what
time period do the arrears represent?

EN BANC NOTICE

Sirs/Mesdames:

Please take notice that the Court en banc issued a Resolution
dated November 12, 2013, which reads as follows:

“A.M. No. 13-05-05-SC – (Re: Revision of Restrictions on
Teaching Hours of Justices, Judges and Personnel of the
Judiciary). – Acting on the request of Associate Justice Roberto
A. Abad for a revision of the restrictions on the teaching
hours of justices, judges and personnel of the Judiciary
under Circular No. 62-97 of the Office of the Court
Administrator, this Court RESOLVES to AMEND the rules and
regulations on teaching to read as follows:

1. Teaching shall in no case be conducted earlier than
5:30 p.m. on regular working days (Monday through
Friday) and 2:30 p.m. on Saturdays.

A.M. No. 13-05-05-SC
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2. Teaching shall be allowed for not more than 10 hours a
week. Teaching on regular working days (Monday
through Friday) shall be limited to, at most, two (2)
hours a day.

3. An application for permission to teach if filed by a judge
shall be accompanied by a certification of the Clerk of
Court concerned regarding the condition of the court
docket showing: (a) the number of pending cases; and
(b) the number of cases disposed of within a three-
month period prior to the start of the semester in his or
her respective sala.

4. An application for permission to teach filed by a judge
or justice shall require approval as follows:

a. If filed by a judge from a lower level court, it shall
be subject to the approval of the executive judge
concerned;

b. If filed by an executive judge, it shall be subject to
the approval of the Court Administrator;

c. If filed by an Associate Justice of the Court of
Appeals, the Sandiganbayan, or the Court of Tax
Appeals, it shall be subject to the approval of the
presiding justice concerned;

d. If filed by the Presiding Justice of the Court of
Appeals, the Sandiganbayan, or the Court of Tax
Appeals, it shall be subject to the approval of the
Chief Justice.

5. An application for permission to teach filed by court
personnel shall require approval as follows:

a. If filed by court personnel from a lower level court,
it shall be subject to the approval of the executive
judge concerned;

b. If filed by court personnel from the Court of Appeals,
Sandiganbayan, or Court of Tax Appeals, it shall be
subject to the approval of the presiding justice
concerned;

c. If filed by the Supreme Court personnel belonging
to a chamber of an Associate Justice of the Supreme
Court, it shall be subject to the approval of the
Associate Justice concerned, who will notify the
Chief Justice and the Office of the Administrative
Services, Supreme Court of this approval;

d. If filed by other Supreme Court personnel, it shall
be subject to the approval of the Chief Justice.

6. The approving authority may deny the application or
allow less than 10 hours of teaching a week, depending
on the applicant’s performance record.

7. At the end of every year, an approving authority shall
submit to the Chief Justice a report on the application
submitted for the year and the respective status of, or
action taken on, each application.

For strict compliance.

Let the provisions in the Human Resource Manual reflect
these amendments.” (27)

Very truly yours,

(Sgd.) ENRIQUETA E. VIDAL
Clerk of Court

In the interest of efficiency in the service, and as the two
vacant positions of Assistant Court Administrator (ACA)
have yet to be filled, the following are hereby designated to
also take charge of all matters concerning the supervision
and management of lower courts in the National Capital
Judicial Region, as follows:

DCA Raul B. Villanueva – Mandaluyong, Quezon City
and Marikina

DCA Jenny Lind R. – Makati, Parañaque,
    Aldecoa-Delorino Muntinlupa, Las Piñas,

Pasay and Pasig
DCA Thelma C. Bahia – Manila, Caloocan,

Malabon and Valenzuela

This order shall be effective immediately and shall
continue until further orders.

Issued on October 10, 2013.

(Sgd.) MARIA LOURDES P. A. SERENO
Chief Justice

Office Order No. 10-2013

A.M. No. 13-05-05-SC (continued)

Office Order No. 11-2013

In the interest of the service, and in line with the processing
of all requests for travel abroad of trial courts and
personnel, other than requests for travel abroad on official
business or official time, which is covered by A.M. No. 96-3-
06-0, as amended, the action on such requests shall be
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OCA Circular No. 118-2013

TO: ALL JUDGES, CLERKS OF COURT AND SHERIFFS OF THE
FIRST AND SECOND LEVEL COURTS

SUBJECT: COPIES OF WRITS OF EVICTION AND/OR
DEMOLITION AND NOTICES TO VACATE TO BE LIKEWISE
FURNISHED TO THE PHILIPPINE NATIONAL POLICE AND
PRESIDENTIAL COMMISSION FOR THE URBAN POOR

In a dialogue held on August 27, 2013 with the Department
of Interior and Local Government through its Undersecretary
Rafael Santos and representatives from the Philippine
National Police (PNP), Sheriffs Confederation of the
Philippines, City of Marikina, and the Presidential
Commission for the Urban Poor (PCUP), concerns were raised
regarding the observance of the proper conduct of a pre-
demolition conference prior to eviction and/or demolition.
In relation thereto, it was agreed that there is a necessity
that copies of the writs of eviction and/or demolition as
well as notices to vacate shall be furnished not only the
contending parties of the eviction and/or demolition case
and their counsels of record, but simultaneously also, the
PNP and the PCUP.

Henceforth, all concerned are hereby DIRECTED to
FURNISH, in addition to the concerned parties of the eviction
and/or demolition case and their counsels of record, the

OCA Circular No. 120-2013

PNP (National Headquarters Camp General Crame, Quezon
City, Metro Manila, Philippines 1000) and the PCUP (5/F,
DHC Bldg., 1115 EDSA, Project 7, Quezon City 1105), copies
of the abovementioned writs of eviction and/ or demolition,
together with the notices to vacate. This is for the purpose of
properly and effectively carrying out the mandates of all
stakeholders involved in the implementation of Republic
Act No. 7279, otherwise known as the Urban Development
and Housing Act of 1992.

Strict compliance is hereby enjoined.

September 25, 2013.

(Sgd.) JOSE MIDAS P. MARQUEZ
Court Administrator

TO: ALL JUDGES OF THE FIRST AND SECOND LEVEL COURTS

SUBJECT: REITERATION OF OCA CIRCULAR NO. 54-2007 DATED
MAY 21, 2007 (RE: GUIDELINES ON THE CONDUCT OF
ELECTION OF JUDGES’ ASSOCIATION)

Quoted hereunder is OCA Circular No. 54-2007 dated May
21, 2007 (Re: Guidelines on the Conduct of Election of Judges’
Association) with the REMINDER to all judges to strictly
comply with the pertinent provisions of the circular in the
conduct of the elections of officers of their respective judges’
associations:

OCA CIRCULAR NO. 54-2007

TO:  ALL JUDGES OF THE FIRST AND SECOND LEVEL
COURTS

SUBJECT: GUIDELINES ON THE CONDUCT OF ELECTION
OF JUDGES’ ASSOCIATION

For your information and guidance, the Supreme
Court En Banc in its Resolution dated May 3, 2007,
prescribed the guidelines on the conduct of
elections of judges’ association, to wit:

“RESOLUTION

PRESCRIBING GUIDELINES ON THE CONDUCT
OF ELECTIONS OF JUDGES’ ASSOCIATIONS

Whereas, the 1987 Constitution entrusts to the
Supreme Court administrative supervision over all
courts and the personnel thereof;

Whereas, the New Code of Judicial Conduct for
the Philippine Judiciary requires judges to “avoid
impropriety and the appearance of impropriety in
all their activities” and to “conduct themselves in a
way that is consistent with the dignity of the judicial
office;”

Whereas, under the New Code of Judicial
Conduct for the Philippine Judiciary, “judges may
form or join associations of judges;” and judges of

Office Order No. 11-2013 (continued)

through the Office of the Court Administrator, with the Court
Administrator and the concerned Deputy Court
Administrators assigned to the particular region or station
in the National Capital Judicial Region (for purposes of
efficient supervision and management of lower courts)
affixing their signatures to the authority for the same.

This serves to clarify A.M. No. 12-6-13-SC dated June
13, 2012 (Guidelines on Requests for Travel Abroad of All
Members and Personnel of the Appellate Courts and Trial
Courts, and Officials and Personnel of the Supreme Court
and the Office of the Court Administrator).

This order shall be effective immediately and shall
continue until further orders.

Issued on October 10, 2013.

(Sgd.) MARIA LOURDES P. A. SERENO
Chief Justice
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the first and second level courts have formed
associations for the promotion and protection of
their common welfare and interests; the
enhancement of their competencies and skills; and
the provision of the appropriate forum where
issues and concerns relating to their work could
be discussed and addressed;

Whereas, it is in the interest of the Judiciary
that judges’ associations engage in activities which
maintain, enhance and uphold public confidence
in the courts and in those who hold judicial office;

Whereas, the judges’ associations are
governed by Boards of Officers, the members of
which are elected at regular intervals by all the
members during national conventions or
assembl ies;

Whereas, aspects of the elections of judges’
associations have the capacity to affect adversely
the public perception of the judges’ professional
and personal behavior;

Whereas, there had been reports,
subsequently verified, that during the previous
years, judges seeking positions in their
associations had engaged in blatant
electioneering activities, to the extent that some
of these candidates travelled to different
provinces, held caucuses with the association
members in expensive venues, and provided them
free food, drinks and entertainment all for the
purpose of soliciting their support and votes;

Whereas, there is need to structure the
elections of these judges’ associations along lines
that would depoliticize this important activity and
redirect efforts towards acceptable and non-
partisan interests;

Whereas, the Court deems it imperative to
prescribe guidelines that would ensure that the
different judges’ associations would prudently
manage as well as undertake honest, simple,
clean, transparent and orderly elections of their
officers; and

Whereas, these guidelines seek to keep the
amount of campaigning and electioneering within
reasonable limits and to assist in the maintenance
of a spirit of collegiality and essential fairness in
such elections;

Now, therefore, the Court hereby promulgates
this Resolution prescribing guidelines on the
conduct of elections of the different judges’
associations:

SECTION 1. Policy on Elections. – The election process
for the officers of all judges’ associations shall at
all time be honest, simple, clean, transparent and
orderly.

SEC. 2. Candidacy in Judges’ Associations. – All officers
of judges’ associations shall be exemplars of
integrity, propriety and professionalism.

SEC. 3. Campaign Activities. – Judges’ associations
shall see to it that candidates for any elective office
in such associations shall refrain from and avoid
campaign activities and situations that might bring
the Judiciary into disrepute or give rise to
embarrassment on the part of the associations and
their membership.

SEC. 4. Prohibited Acts and Practices Relative to Elections.
Judges’ associations and their members, whether
singly or collectively and whether or not a candidate
for any elective office in the association, shall
refrain, directly or indirectly, in any form or manner,
by himself or through another person, from the
following acts and practices relative to elections:

a . Distributing and disseminating any
election campaign material other than the
curriculum vitae or the biodata of a
candidate and flyers indicating the
candidate’s qualifications, plan of action,
platform or other information on his vision
and objectives for the association. No
other election campaign material like
posters, streamers, banners or other
printed propaganda matters shall be
prepared, used and distributed by
candidates;

b. (1) Paying the dues or other indebtedness
of any member; or (2) giving money or other
material consideration or making a
promise of expenditure or causing an
expenditure to be made, offered or
promised to any member, all for the
purpose of inducing or influencing the said
member to withhold his vote, or to vote for
or against a candidate at elections to be
conducted;

c. Providing or giving, free of charge, food,
drinks or other refreshment, and any
nature of entertainment to any member
for the purpose of inducing or influencing
the said member to withhold his vote, or
to vote for or against a candidate at
elections to be conducted;

d. Providing or giving, free of charge,
transportation through any mode and
accommodations, regardless of category,
at hotels, motels or other lodging places
to any member for the purpose of inducing
or influencing the said member to
withhold his vote, or to vote for or against
a candidate at elections to be conducted;

e. Installing, opening and maintaining any
booth, stall or desk within the venue of

OCA Circular No. 120-2013 (continued)
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the convention or assembly for the
purpose of displaying and distributing any
election campaign material;

f. Soliciting, demanding, taking or accepting
from parties or other persons, electoral
campaign propaganda, items and gadgets;

g. Soliciting, demanding or receiving from
other persons and parties, contribution or
donation in cash for the purpose of an
election campaign fund;

h. Assigning, directing or utilizing the
services of any court personnel in the
preparation, typing, printing, reproduction
and distribution of any election campaign
material;

i . Using or allowing the use by other
members of the association or their
personnel, any court equipment such as
fax and photocopying machines for the
printing and duplication of election
campaign material; and

j. Using or allowing the use by any court
personnel of the franking privilege
granted by Presidential Decree No. 26 to
the courts in the distribution or
dissemination of any communication or
papers relating to the elections.

SEC. 5. Prohibition Against Intervention by Officials of
the Courts and the Office of the Court Administrator. –
Officials of the courts under the Judiciary and the
Office of the Court Administrator shall not, directly
or indirectly, intervene in the elections of the judges’
associations or engage in any partisan election
activity.

SEC. 6. Monitoring Compliance with the Guidelines. –  The
Court Administrator shall be primarily and directly
responsible for the implementation of this
Resolution and shall see to the faithful compliance
with its provisions by all judges’ associations. For
this purpose, the Court Administrator may adopt
such measures, including the creation of monitoring
teams, to ensure observance by all judges’
associations and their members.

SEC. 7. Liability for Non-Compliance with the Guidelines.
Failure by any member of the judges’ association
to observe or comply with the provisions of this
Resolution shall constitute a serious
administrative offense and shall be dealt with in
accordance with Rule 140 of the Revised Rules of
Court. Court officials and personnel who violate
provisions of the Resolution shall be
administratively liable and proceeded against in
conformity with existing Supreme Court and Civil
Service rules and regulations.

SEC. 8. Effectivity. –  This Resolution shall take effect
on May 30, 2007 following its publication in a
newspaper of general circulation in the Philippines
not later than May 15, 2007.”

The Resolution was published in the May 11,
2007 issue of the Manila Bulletin.

For strict compliance.

May 21, 2007.

(Sgd.) CHRISTOPHER O. LOCK
Court Administrator

September 30, 2013.

(Sgd.) JOSE MIDAS P. MARQUEZ
Court Administrator

TO: ALL JUDGES OF THE FIRST AND SECOND LEVEL COURTS IN
QUEZON CITY

SUBJECT: MONTHLY REPORTS

On June 27, 2013, OCA Circular No. 83-2013 was issued
requiring all trial courts to accomplish their monthly reports
utilizing the new forms prescribed by the Supreme Court. As
the Quezon City eCourts Project was launched in June 2013,
the trial courts have shifted to electronic-based case
monitoring and case tracking. Monthly and semestral docket
reports were to be electronically generated. However, the
change in the forms prescribed for the monthly reports have
yet to be incorporated in the eCourts system. Consequently,
the Quezon City trial courts have been unable to generate
their monthly reports electronically using the prescribed
form.

Accordingly, to avoid any gaps in the reporting of case
inventories, all judges are hereby directed to submit hard
copies of their monthly reports using the forms prescribed
under OCA Circular No. 83-2013 beginning August 2013. For
all previous months, reports utilizing the old forms shall be
accepted. OCA Circular No. 100-2013 shall be deemed
clarified by this Circular.

Once the eCourts system has been updated to include
the electronic forms for the monthly reports, such reports
will then be generated and submitted electronically.

All trial courts with incomplete monthly reports are
given a final period of 10 days from receipt hereof to submit
their lacking reports. Notice is expressly given to the
following branches:

OCA Circular No. 126-2013

OCA Circular No. 120-2013 (continued)
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Presentations focused on a wide range of related
topics on asset forfeiture and management, anti-money
laundering, and other financial crimes. A workshop
was conducted to further enhance the judges’ skills in
handling money laundering cases and other financial
crimes and a panel discussion followed to address
issues and concerns brought about by the workshop.
Pre- and post-workshop tests were also administered
to assess training effectiveness by determining
differences in learning outcomes that occur before and
after the training. The participants gave important
recommendations in developing a subject from such
seminars for the basic training and continuing
education of judges; in publishing rules or guides for
judges in the conduct of trials for money laundering
cases; in forming a pool of experts on technical matters;
and in preparing a list of amicus curiae or friends of
the court for judges to consult on highly technical
matters. The participants found the activity profitable.

Trainings, Programs and Activities
Seminar-Workshop on Various Laws and Rules Relating to
Money Laundering and Other Financial Crimes
(Continued from page 4)

For immediate and strict compliance.

October 22, 2013.

(Sgd.) JOSE MIDAS P. MARQUEZ
Court Administrator

PST for Judges
March 18–20, Baguio City

69th Orientation Seminar-Workshop for Newly Appointed
Judges
March 18–27, Tagaytay City

JCEP for RTC Judges
Region X, March 19–21, Cagayan de Oro City

Orientation Seminar-Workshop for Newly Appointed
Clerks of Courts
March 25–28, Tagaytay City

Basic Mediation Course
Bukidnon Mediation Program
March 25–28, Malaybalay City

Pre-Internship Orientation and Meeting of Mediators
March 28, Malaybalay City

2014  Upcoming  PHILJA Even t s2014  Upcoming  PHILJA Even t s2014  Upcoming  PHILJA Even t s2014  Upcoming  PHILJA Even t s2014  Upcoming  PHILJA Even t s
(Continued from page 56)

OCA Circular No. 126-2013 (continued)

TO: ALL CLERKS OF COURT AND OFFICERS-IN-CHARGE OF THE
FIRST AND SECOND LEVEL COURTS

SUBJECT: INFORMATION OR NEWS REGARDING DEATH OF
JUDGES AND COURT PERSONNEL

Upon receiving any information or news of the death of a
judge or court personnel, all Clerks of Court/Officers-in-
Charge must verify the information or news.  The Clerk of
Court or Officer-in-Charge concerned, within 48 hours from
receiving the information, shall report the matter to the
Office of the Court Administrator, by regular mail or through
electronic mail at OCAfeedback@sc.judiciary.gov.ph, which
is preferred, copy furnished the Judicial and Bar Council if
the deceased is a judge or court personnel who is also a
member of the Bar.

October 29, 2013.

(Sgd.) JOSE  MIDAS P. MARQUEZ
Court Administrator

OCA Circular No. 138-2013
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2014 Upcoming PHILJA Events2014 Upcoming PHILJA Events2014 Upcoming PHILJA Events2014 Upcoming PHILJA Events2014 Upcoming PHILJA Events
Courtesy Call and Signing Ceremony of the
Deed of Donation of Anatomically Correct
Dolls
January 16, Manila

Orientation Conference with
Stakeholders on Court-Annexed
Mediation
Bukidnon Mediation Program
January 28, Malaybalay City
Zamboanga del Norte Mediation Program
January 30, Dipolog City

First Judiciary Budgetary Conference
February 6–8, Tagaytay City

32nd Pre-Judicature Program
February 10–21, Pasay City

Judicial Settlement Conference for Judges
on JDR (Skills-based Course)
February 11–14, Tagaytay City
March 18–21, Tagaytay City

Refresher/Annexed Course for Court-
Annexed Mediators
Bataan, Zambales and Pampanga
Mediation Programs
February 13–14, Tagaytay City
Cagayan de Oro, Ozamis, Iligan and Marawi
Mediation Programs
March 4–5, Cagayan de Oro City
Leyte, Cebu and Zamboanga Mediation
Programs
March 6–7, Cebu City

E-JOW
February 14, Mandaluyong City
March 28, Guagua, Pampanga

Seminar on the Rules of Procedure on
Financial Rehabilitation for Court of
Appeals Justices Cebu City Station,
Special Commercial Court Judges of
Regions VI–VIII, and Other Stakeholders
February 19, Cebu City

Seminar-Workshop on Substantive Laws
and Jurisprudence on Intellectual
Property for Special Commercial Court
Judges

Regions VI–VIII and Selected Court
Attorneys of Court of Appeals Cebu
City Station
February 20–21, Cebu City

Regions IX–XII
March 13, Cagayan de Oro City

Orientation and Screening of
Prospective Mediators and PMC
Unit Staff
Bukidnon Mediation Program
February 26–27, Valencia and
Malaybalay Cities
Dipolog Mediation Program
March 18–20, Dipolog City

Seminar-Workshop on Various
Laws and Rules Relating to Money
Laundering and Other Financial
Crimes for Judges
Region VII, February 27–28
Cebu City
Region V, March 19–20, Iriga City

3rd Orientation Seminar-Workshop
for Newly Appointed Sheriffs and
Process Servers
March 4–6, Cebu City

19th National Convention and
Seminar of the PWJA
March 5–7, Manila

9th National Convention and
Seminar of the PACSWI
March 5–7, Puerto Princesa City

PHILJA Anniversary
March 12, Manila

Orientation of Branch Clerks of
Court on Judicial Dispute
Resolution
March 13, Subic

Orientation of Prosecutors, PAO
and IBP  on Judicial Dispute
Resolution
March 13, Subic
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