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A PPROXIMATELY, there areabout 590 Agricultural Cre-
dit Cooperative Associations all
over the Philippines. Most of the
terms of corporate existence of
these associations have expired.
However, they desire to continue
their operations after the lapse of
their terms by reincorporating the
associations for another period,
without previous liquidation. The
authority is based on Commerce
Administrative Order No. 15, is-
sued pursuant to Commonwealth
Act 133, which amends Act 2508,
regarding these Associations, and
the pertinent prevision of said
order reads:

"In all cases of natural dissolu-
tion, (by expiration of term), the
majority members of the associa-
tion may, if they so desire, reincor-
porate the association for another
period, by submitting new incor-
poration papers, without thereby
suspending its operations."

The provision of Common-
wealth Act No. 133 upon which
authority to promulgate said or-
der was based, provides:

"The Director of Commerce
shall issue, with the approval of
the Secretary of Agriculture and
Commerce, the necessary orders
and rules regarding the manner in
which they shall conduct their af-
fairs and keep their account books
and records, the general manner of
investing their funds of all kinds
and disposing their property, and

the terms upon which they shall
make loans to their members, and
likewise the terms upon which
they may receive loans and depo-
sits from private or official per-
sons or corporations."

"The opinions rendered and
the rules promulgated by the
Director of Commerce in accord-
ance with the preceding paragraph
shall be binding upon, and en-
forceable in, every Agricultural
Credit Cooperative Association
and its members and can only be
reversed by any competent court
upon action brought therein by
any member.

Under the facts stated, may
this kind of associations reincor-
porate after the expiration of their
terms without prior liquidation?
In American jurisdiction, the rule
is that a corporation may reincor-
porate only when there is a law
authorizing it. "Like incorpora-
tion in the first instance, the right
to reincoporate or to reorganize
into a new corporation must de-
rive from the law of the corpora-
tion's existence, and based on
statutory authorization." ( 1 5
Fletcher, Cyclopedia of Corpora-
tions, Par 7209, p 278) A cor-
poration may reincorporate, under
the American Law, by taking out
a new charter in order to correct
errors or defects in the original
incorporation, or to enlarge the
powers or limit the liabilities of
the corporation or to lengthen or
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revive the corporate life. In a sense
reincorporation is but an amend-
ment of the charter, and generally,
under American statutes, there is
no new corporation but the com-
pany is the same as before the re-
incorporation.

In our jurisdiction, there is no
explicit provision in the Corpora-
tion Law, allowing reincorpora-
tion. As a matter of fact, there
is a provision in the Corporation
Law prohibiting the extension of
corporate life beyond the term
originally fixed in the articles of
incorporation. Therefore if the
object of reincorporation is to ex-
tend the term of the corporation,
the same cannot be accomplished
without violating said provision.
The theory of our law is that
after the lapse of corporate life,
the corporation is ipso facto dis-
solved and that there must be liq-
uidation and distribution of the
assets remaining, if any. If rein-
corporation can be legally done
under our law with the object of
continuing the life of the corpora-
tion beyond its original term, the
50 years limitation of corporate
existence in the Corporation Law,
would be futile, and corporations
would exist for any number of
years.

The first question to be re-
solved, therefore, is whether Com-
merce Administrative Order No.
15 is sufficient authority to em-
power this kind of association to
reincorporate.

It is to be observed that this
order was promulgated pursuant
to the provisions of Common-
wealth Act 133, above quoted,
and nowhere in said act i thrp a
provision expressly authorizing
the Director of Commerce to allow
these associations to reincorporate.
Apparently, the authority has
been implied from the power of

the Director of Commerce to
issue rules and orders to govern
the manner in which said asso-
ciations shall conduct their affairs.
But it is doubtful if the manner
of conducting corporate affairs is
sufficiently broad to cover the
authority to empower these asso-
ciations to reincorporate "without
thereby suspending their opera-
tions." The manner of conduct-
ing affairs refers to the internal
methods of operations during the
existence of the associations. That
is to say, if the association is to
exist for 50 years, the Director
of Commerce may issue regula-
tions within this period to gov-
ern the conduct of its affairs.
It is clear that after the expira-
tion of its term, the Director of
Commerce has no more authority
over it than if the corporation has
never existed in the first instance.
The Director of Commerce may,
of course, have the authority to is-
sue rules to govern the manner of
liquidating the affairs of the asso-
ciation after the expiration of its
term, because this refers to the
manner of conducting the affairs
of the association. But we believe,
he has no power to authorize the
assoc.ation to continue operations
after the lapse of corporate term
by reincorporating the association,
for this does not concern the man-
ner of conducting the affairs of the
association. Hence, it is doubtful
if said provision in Commerce Ad-
ministrative Order No. 15, has suf-
ficient basis to stand on. There
is no other provision of said Act
133, which even slightly refers to
reincorporation, and there is the
rule that inclusio unius est exclusio
alterius.

Granting, nevertheless, t h a t
Commonwealth Act No. 133, is
broad enough to authorize said
provision in Administrative Order
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No. 15 will this stand against the
rule prohibiting the extension of
corp. ctc existence? We doubt it
seriously. An administrative reg-
ulation altho proceeding from the
auth:;-itv of law cannot. we be-
licvc, be in conflict with the man-
date of the Corporation Law. The
Extension of corporate life is some-
thing beyond the realm of admin-
istrative regulation but must
spring from the authority of posi-
tive legislation. Therefore, even
with Commerce Administrative
Order No. 15, this kind of asso-
ciations has no sufficient authority
to reincorporate after the expira-
tion of their terms.

The second question to be re-
sclvcd is whether even granting
that reincorporation is proper for
this kind of association in view of
Administrative Order No. 15 of
the Bureau of Commerce, is there
an adequate method to effect
such reincorporation which pur-
ports to m e r e I y continue the
old corporation? We believe
there is none. When one rein-
corporates a corporation, he
will have to submit new articles
of incorporation. He cannot mere-
ly amend the term of the old cor-
poration for this is expressly pro-
hibited by Sec. 18 of the Corpora-
tion Law. Therefore, he will have
to prepare new incorporation pa-
pers drawn in accordance with
Secs. 6 and 7 of the Corporation
Law, as amended. And it is clear
that when new articles of incor-
poration are submitted for regis-
tration to the Securities and Ex-
change Commission, the incorpor-
ators are, thereby forming a new

corporation. As a matter of fact,
it is doubtful if what is said to
be incorporation can be legally per-
formed without forming a new
corporation. After the expiration
of the term of a corporation, it is
dissolved ipso facto, and when new
articles of incorporation are sub-
mitted to the Securities and Ex-
change Commission, there is no re-
vival or renewal of the old cor-
poration, but the creation of a new
and distinct corporation.

The provision, therefore, of
said Commerce Administrative
Order No. 15, cannot be inter-
preted to mean that the association
may extend its corporation life be-
yond its original term by reincor-
poration. It should be intended to
mean that said associations may,
upon the expiration of their terms,
form new corporations with the
assets and liabilities of the old en-
tities, by submitting new incor-
poration papers. This may be ac-
complished by forming new cor-
porations upon the expiration of
the terms of the associations and
conveying all the assets and liabili-
ties of the old to the new corpora-
tions, thru proper deeds of trans-
fers, in consideration of shares of
the new corporation to be issued
to the stockholders of the old as-
sociation. Unanimity among the
stockholders to form and join the
new corporation, should, if possi-
ble, be secured. However, if any
stockholder refuses to join the new
corporation, he should be paid the
present value of his shares, and at
all events, as against a dissenting
minority, the transaction should
be fair and free from frauds.


