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HOUSE OF REPRESENTATIVES 

Quezon City, Metro Manila 

NINETEENTH CONGRESS 
First Regular Session 

HOUSE RESOLUTION NO. ________ 

Introduced by Rep. Rodante D. Marcoleta 

A RESOLUTION 
DIRECTING THE PROPER COMMITTEE/S OF THE HOUSE OF 
REPRESENTATIVES TO CONDUCT AN INQUIRY, IN AID OF LEGISLATION, 
ON WHETHER THE FINANCIAL REHABILITATION AND INSOLVENCY ACT 
OF 2010 HAS ADEQUATELY OR EFFECTIVELY ASSISTED FINANCIALLY-
DISTRESSED PERSONS OR ENTITIES TO RECOVER THEIR BUSINESSES 
ESPECIALLY IN  THE RECENT PAST WHEN THE  COUNTRY EXPERIENCED 

THE COVID-19 PANDEMIC 

WHEREAS, in 1990, the Philippine Commission passed Act No. 1956, otherwise 
known as the Insolvency Act, that enabled financially-distressed persons or entities to either 
restructure their liabilities and recover their businesses through a petition—1) for 
suspension of payments on the condition that their assets can cover their liabilities, or 2) to 
voluntarily terminate their businesses through liquidation or what is more commonly 
known in the business community as “bankruptcy” proceedings. This law likewise allowed 
creditors to initiate bankruptcy proceedings; 

WHEREAS, under the Insolvency Act, petitions for suspension of payments or 
insolvency were filed with, and heard and decided by the regular courts. Subsequently, the 
Supreme Court promulgated appropriate rules forming part of the Rules of Court, that 
governed the procedure for such proceedings; 

WHEREAS, on 11 March 1976, Presidential Decree No. 902-A was approved, 
which effectively transferred from the regular courts to the Securities and Exchange 
Commission (SEC), the authority to hear and decide suspension of payments/rehabilitation 
proceedings. This law likewise gave the SEC, the options to hear such petitions en banc or 
to delegate such authority to a Commissioner, a panel of hearing officers or a hearing 
officer, but with the SEC en banc making a final ruling on the case; 

WHEREAS, the SEC subsequently promulgated appropriate rules to implement 
Presidential Decree No. 902-A including the procedure for practice relative to the said 
proceedings before the SEC; 

WHEREAS, on 19 July 2000, Republic Act No. 8799, otherwise known as The 
Securities Regulation Code, was approved transferring from the SEC and back to the 
regular courts, the jurisdiction to hear and resolve petitions for suspension of 
payments/rehabilitation. However, this law allowed the SEC to hear and decide such 
petitions that were pending resolution with the SEC as of 30 June 2000 until these were 
finally disposed of; 

WHEREAS, on 18 July 2010, Republic Act No. 10412, otherwise known as the 
Financial Rehabilitation and Insolvency Act of 2010 (FRIA), was approved. The law’s 
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objective is to promote a timely, fair, transparent, effective and efficient rehabilitation or 
liquidation of debtors. FRIA, also allowed the regular courts to exercise jurisdiction over 
petitions for suspension of payments and/or rehabilitation. Moreover, FRIA had expressly 
repealed the Insolvency Act but modified or amended provisions of other laws that were 
inconsistent with the provisions of the former; 

 
WHEREAS, on 21 April 2015, the Supreme Court approved through A.M. No. 15-

04-06-SC, the Financial Liquidation and Suspension of Rules of Procedure for Insolvent 
Debtors or “FLSP Rules”, which provided and established the rules governing proceedings 
involving petitions for suspension of payments and insolvency to effectively implement 
the provisions of the FRIA; 

 
WHEREAS, three (3) modes of rehabilitation may be implemented under the 

FRIA, as follows: 1) Court-supervised rehabilitation, 2) Pre-negotiated rehabilitation, and 
3) Out-of-Court/Formal Restructuring; 

 
WHEREAS, it is publicly known that many persons or entities suffered business 

reversals, incurred significant loses, and even ceased operations or “closed shop” during 
the last 2-years by reason of the Covid-19 pandemic; 

 
WHEREAS, business reversal or closures of businesses have an adverse impact not 

only on financially-distressed persons or entities and creditors but also on the economy as 
a whole, because these ultimately lead to the dissipation or wastage of resources or the so-
called factors of production. The successful recovery of such persons or entities clearly 
benefits debtors and creditors alike, the economy and the country as well; 

 
WHEREAS, in explaining the objective of corporate rehabilitation, the Supreme 

Court held, thus: 
 

“Restoration is the central idea behind the remedy of corporate 
rehabilitation. In common parlance, to ‘restore’ means ‘to bring 
back to or put back into a former or original state.’ Case law explains 
that corporate rehabilitation proceedings contemplates a 
continuance of corporate life and activities in an effort to restore and 
reinstate the corporation to its former position of successful 
operation and solvency, the purpose being to enable the company a 
new lease of life and allow its creditors to be paid their claims out 
of its earnings. In other words, rehabilitation assumes that a 
corporation has been operational but for some reasons like economic 
crisis or mismanagement had become distressed or insolvent, i.e., 
that is generally unable to pay its debts as they fall due in the 
ordinary course of business or has liability that are greater than its 
assets. Thus, the basic issues in rehabilitation proceedings concern 
the viability and desirability of continuing the business operations 
of the distressed corporation, all with a view of effectively restoring 
it to a state of solvency or to its former healthy financial condition 
through the adoption of a rehabilitation plan.”1 

 
WHEREAS, the Supreme Court has likewise held that the rehabilitation of a 

financially distressed corporation benefits its employees, creditors, stockholders and, in a 
larger sense, the general public; 
 

WHEREAS, there is a need to determine whether existing provisions of the FRIA 
have indeed effectively or assisted financially-troubled persons or entities recover from 

 
1	BPI	Family	Savings	Bank,	Inc.	vs.	Sty.	Michael	Medical	Center,	Inc.	G.R.	No.	205469,	25	March	2015	



business reversals and to have a new lease of life, which ultimately benefit the economy 
and prevent wastage of scarce resources. For this purpose, the following matters have to 
be looked into: 

• Whether the assumption that the regular courts can better hear, handle and
resolve petitions for suspension of payments and/or rehabilitation, was
correct;

• Data as to the actual outcomes of petitions instituted for suspension of
payments and/or rehabilitation during the last decade; whether such petitions
were favorably acted upon/granted by either the i) SEC or ii) the regular
courts, resulting to the implementation of an approved and viable
rehabilitation plan;

• The actual length of time that took the i) SEC or ii) the regular courts, to
resolve such petitions; and

• Legislation and developments in other countries with respect to corporate
rehabilitation and bankruptcy proceedings.

WHEREAS, available statistics or data that will be obtained from both the SEC 
and the regular courts (thru the Office of the Court Administrator) will enable the 
Committee/s conducting the inquiry to determine what new legislation is required or 
appropriate to further speed up suspension of payments and/or rehabilitation proceedings 
and address related issues; 

WHEREAS, there is likewise a need to assess what had transpired in actual 
rehabilitation cases, but without looking into the merits of the petitions filed, specifically, 
one that was heard by the SEC, and another that was heard by a regular court. Media had 
previously reported the cases of two large debtors, each with assets of more than P50.0 
Billion that have sought rehabilitation. These are the cases of the Uniwide Group of 
Companies that was decided by the SEC, and the case of Hanjin Heavy Industries that was 
decided Regional Trial Court of Zambales. It was reported that in Uniwide’s case, the 
petition was denied, that ultimately led to the group’s liquidation, while in Hanjin’s case, 
the petition was granted and the proposed rehabilitation plan approved; 

WHEREAS, other cases of rehabilitation to look into include that of Westmont 
Investment Corporation that had to undergo rehabilitation and financial assistance under a 
plan approved by the Bangko Sentral ng Pilipinas (BSP) and Philippine Deposit Insurance 
Corporation (PDIC) sometime in 1999, and Victorias Milling Company, Inc., which filed 
for a declaration of a state of suspension of payments, approval of a rehabilitation plan, and 
the appointment of a management committee sometime in 1997; 

WHEREAS, the findings including statistics that shall be gathered in the course of 
the inquiry will without a doubt allow the proper Committee/s to craft appropriate 
legislation that will further assist financially-distressed persons or entities to recover from 
business reversals and resume normal operations, but nonetheless likewise protecting the 
rights and interests of creditors or lender; and 

WHEREAS, considering that the need to conserve and protect every resource will 
ultimately inure to economic development, there is a need to investigate instances where 
robust companies suddenly collapse because any unsuccessful corporate rehabilitation 
aggravates the shortage of resources of the country and leads to economic wastage. 

THEREFORE, BE IT RESOLVED, AS IT IS HEREBY RESOLVED that, the 
proper Committees of the House of Representatives be directed to conduct an inquiry, in 
aid of legislation, into a) outcomes of rehabilitation proceedings filed, during the recent 



past, with the SEC and the regular courts, b) the actual length of time that transpired or was 
required in the disposition of such proceedings, and reasons for delays, if any, c) reasons 
or causes for failed petitions for rehabilitation, i.e. denial of petitions and/or the liquidation 
of the persons or entities involved, and d) new legislation that needs to be introduced and 
passed to further assist and facilitate the resolution of such proceedings as well as address 
problems or issues encountered by financially-distressed persons or entities, especially 
during a national health emergency led long lockdowns and economic dislocations and 
closures, and other related issues. 

ADOPTED. 

      RODANTE D. MARCOLETA 


