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The law on insurance is primarily contained in the Insurance Code of 1978, as amended. The Insurance 
Commissioner is the government official mandated to see that all laws which relate to insurance are 
faithfully executed and observed. 
 
Permissible investments 
 
The Insurance Code enumerates the investment outlets for insurance companies. Any investment by an 
insurance company, outside the list of permissible investments, will be considered a non-admitted asset 
and will not be included in the computation of its margin of solvency. 
 
Margin of solvency 
 
An insurance company must, at all times, maintain a margin of solvency, which is an excess of the value 
of its admitted assets (other than its paid-up capital in the case of a domestic company, or security 
deposits in the case of a foreign company) over its liabilities, unearned premiums and insurance 
reserves in the Philippines of at least two per mille of the total amount of its insurance in force as of the 
preceding calendar year on all policies except term insurance (in the case of a life insurance company), 
or at least 10 per cent of the total amount of its net premium written during the preceding calendar year 
(in the case of a non-life insurance company). In either case, such margin must not be less than 
500,000 Philippines pesos. 
 
Foreign firms 
 
Department of Finance Order 100-94 liberalised the entry of foreign firms into the Philippines insurance 
industry.  
 
Modes of entry 
 
Under the department order, a foreign insurance or reinsurance company is allowed entry to do 
business in the Philippines through any of the following three modes:  

1. Purchase of an existing domestic insurance or reinsurance company. 

 

2. Formation of a domestic subsidiary. 

 

3. Establishment of a branch, with head office guaranty of branch liabilities. 

Foreign insurance or reinsurance intermediaries are likewise allowed entry but only through either of the 
first two modes, as they are not permitted to establish branches. In any case, an applicant can avail 
itself of only one mode of entry. There are, however, no nationality limitations; hence, insurance or 
reinsurance companies or intermediaries can be wholly owned by foreigners. 
 
 

 



Selection criteria 
 
The Insurance Commission takes the following factors into account when selecting the applicants:  

 Geographical representation and complementation. 

 

 Strategic trade and investment relationship between the Philippines and the country of the 
applicant. 

 

 Applicant's demonstrated capacity, global reputation in underwriting innovation and stability. 

 

 Reciprocity rights enjoyed by Philippine insurance or reinsurance companies or intermediaries 
in the country of the applicant. 

 

 Willingness of the applicant to share fully its technology. 

In addition, the applicant must be among the top 200 in the world (or top 10 in its country of origin) and 
must have been doing business for the last 10 years. To establish a local subsidiary or branch, an 
applicant must be widely owned (i.e., a single stockholder of such applicant does not own more than 20 
per cent of its voting stock) and/or listed on the stock exchange of its country of origin. This ownership or 
listing requirement is not required if the applicant is majority owned by its government. 
 
Capitalisation 
 
Under Department of Finance Order No. 15-2012, the minimum paid-up capital of a new life or non-life 
insurance company is required to be P1b while that of a new reinsurance company is P2b. A new 
composite insurance company (life and non-life) is also required to have a minimum paid-up capital of 
P2b.  
 
Expatriates 
 
Expatriates are allowed to occupy managerial positions. Foreign nationals may become members of the 
board of directors of an insurance or reinsurance company to the extent of the foreign participation in 
the equity of such company. Accordingly, if the company is wholly owned by foreigners, then all the 
directors can be foreigners. The Corporation Code of the Philippines, however, requires that a majority 
of the directors of a local corporation must be residents of the Philippines. 
 

 
 
Rafael Morales is the managing partner at SyCip Salazar Hernandez & Gatmaitan. He can be 
contacted on ramorales@ syciplaw.com or (632) 9823500/ 9823600/ 9823700 
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