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INTRODUCTION 

One of the biggest challenges faced by the local government units (LGUs) 
post-devolution is the management of provincial and district hospitals. Hospitals 
represent the more costly and complex component of health care delivery. 

The Local Government Code of 1991 opened new opportunities for local 
chief executives to become responsive to tile basic social requirements of their 
communities. 

The Department of Health, through the Health Sector Reform Tecimical 
Assistance Project (HSRTAP), embarked on a major undertaking of supporting 
LGUs in finding and implementing innovative ways of managing and operating 
their devolved hospitals. The primary focus of HSRTAP is to address the 
managerial and financial limitations confronted by both the LGUs and devolved 
hospital administrators. These two factors have commonly been cited as a major 
constraint in the effective delivery of basic health services. 

HSRTAP assisted the LGUs and devolved hospitals in the eight 
convergence sites (Pangasinan, Misamis Occidental, Pasay, Capiz, South 
Cotabato, Negros Oriental, Bulacan, Nueva Viscaya) in exploring other possible 
options apart from direct LGU management and operation of these health 
facilities. The main framework is to give these hospitals greater managerial and 
fiscal autonomy while allowing LGUs to rechannel its limited resources to equally 
important services. HSRTAP worked on two interrelated avenues for devolved 
hospitals to acquire operational autonomy: a) gradual introduction of reforms into 
the major operational areas and b) conversion of these facilities into government
owned corporate hospitals. These directions are consonant with the thrust of 
implementing universal social health insurance coverage. This will allow all 
citizens access to health services and enable health facilities to derive revenues 
from reimbursements. Financing their operations will no longer be solely 
dependent on only one source that of government allocated budgets. The new 
health systems delivery scenario will slowly unfold into the government as the 
main buyer rather than provider of health services. Hospital facilities wouid 
therefore need to restructure along these lines. 

The DOH is committed to supporting LGU endeavors along these 
objectives. Technical guidance from in-house experts and short-term consultants 
will be extended to the various activities. This Manual serves as the preliminary 
document to guide the LGUs through the initial process of instituting reforms in 
their devolved health facilities. 
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THE HSRTAP EXPERIENCE 

HSRTAP implemented various activities in the convergence sites to promote 
hospital autonomy. Among the eight convergence sites, HSRTAP concentrated 
its effort in converting the provincial hospital into corporations in the provinces of 
Pangasinan and Capiz. At the end of the project (two years), both provinces have 
not given corporate status to their provincial hospitals but the process of 
conversion is a rich experience similar future activities. 

The work program of HSRTAP was based on the Management-Ownership 
Manual for Local Chief Executives published by the Health Finance Development 
Project (HFDP). Dubbed the "Implementation Manual - Management And 
Organizational Options For Devolved Hospitals" (the "Manual", for brevity), the 
document gave seven (7) options ranging from direct LGU ownership of hospital 
facilities to contractualization of hospital services. It also identified seven (7) 
major, preliminary considerations that government should take into account in 
choosing the best option for each devolved hospital, namely: the government 
objective, financial viability of the hospital, flexibility of operations, private sector 
participation, tax exposure, prohibitions and limitations on .public officers. and 
transition costs. 

The Manual contained an extensive write-up on Option 2 (Indirect LGU 
Ownership), which calls for the corporatization of devolved hospitals. The 
Manual assumed that the LGU has a clear understanding of its role and 
objectives with respect to the delivery of hospital services, the deficiencies of 
devolved hospitals, and the resources necessary to effect the chosen alternative. 

The Manual established that corporatization will only require the passage 
of a local ordinance that will authorize the formation and registration of a 
corporation and the' transfer of hospital assets, liabilities and personnel to the 
new corporation. 

While this is legally feasible, the LGUs are not accustomed to government 
hospitals operating independent from them, much more, entrusting governance 
of their hospital facilities to a board of trustees. The direct conversion into 
government owned hospital corporations was perceived as a drastic move. 
HSRTAP then proposed an alternative. First the hospital adopts systems 
improvement measures that will prepare them for corporate conversion. 
Simultaneously the hospital works out an arrangement with the LGU to utilize 
their revenues. The Negros Oriental income retention and utilization scheme was 
used as a model (Please see report on the Documentation of the Negros 
Oriental Income Retention Scheme). At the end of the HSRTAP, all hospital 
sites have income utilization arrangements in place. (Please refer to the income 
retention report, 3'd quarterly deliverable HSRTAP 2002). The most common 
arrangement is for the hospital to set target incomes for a fiscal year. The income 
over and above the agreed targets, were given to the hospitals. While this it is 
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realized that full fiscal autonomy is still far from being accomplished, the 
mindsets of the local health stakeholders have began to change. They have now 
understood that government hospitals are not just resource users but are in fact 
resource generators . 

Once a site have accomplished systems improvement and partial income 
... utilization, the next stage would have been to create a hospital advisory board 

whose main function is to oversee the budget development and monitor financial 
performance of the hospital. The board's resolutions are carried out through the 

... governor's office and executed by the hospital Chief. The board can be the 
precursor of the hospital board of trustees. 

... The next stage is for the LGU to create a foundation that would manage the 
hospital. The newly created foundation enters into a usufruct arrangement with 
the LGU. The use of the hospital assets by the new foundation is governed by a 

... memorandum of agreement. The details of these are covered by the materials 
cited in this manual. This stage is the stepping stone to full autonomy. Hm'/ever if 
the LGU does not reap the expected benefits from such an organizational 

... change, they can easily revert back to the original system of. directly managing 
the hospital by reSCinding the usufruct agreement and MOA. 

The last stage is to grant full autonomy to the hospitals and the process to 
accomplish this is described in the manual. The LGU converts its hospital into a 

'"", foundation. The funding source of the hospital will come from social insurance 
reimbursements. Full governance of the hospital institution will be delegated to 
the board of trustees. 
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ACTIVITY LIST FOR CORPORATIZATION OF A 
LOCAL GOVERNMENT (DEVOLVED) HOSPITAL 

NAME OF HOSPITAL: 

DATE SUBMITTED: 

Objectives: 
1. To guide the Local Government Unit (LGU) hospital in formulating its 

transition plans; 
2. To help the LGU hospital, the LGU and the Department of Health-National 

Center for Health Facility Development (DOH-NCHFD) monitor the 
progress of the hospital's activities toward corporatizatlon, and 

3. To identify the availability of technical assistance for specific 
corporatization steps. 

Note: The highlighted portions indicate the availability of a reference material or 
DOH technical assistance. 

II Phase one - Preparatory Phase Ii 

, _---cF_0C"CR-,--M_A_L_�:...:Z.::.�N.::.G~TH~E~T:=EC-H-N-IC-A-L-.III--S-T A=-:.RT-,-,I=--N_G_+ __ C_O_MQP~LJ"EET,-IO_N----i 
r- ASSISTANCE DATE 

1. LGU requests for briefing on : 

Corporatization from DOH-NCHFD -----+-------J 
2. DOH-NCHFD sends its Speaker's 
Bureau to present the conceptual 
framework of Corporatization to LGU 
representatives 
3. LGU decides it wants to Corporatize 
its hospital by: 

a. Sending a letter to DOH formally 
requesting for Assistance 

b. Drafting a Sanggunian 
I Resolution to signal start of 
i corporatization process 
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4. DOH and LGU signs a 
Memorandum of Agreement (annex 
A) outlining the general areas of 
cooperation 

PRELIMINARY ADVOCACY 
r 

1. The hospitalcl1Jef organizes i 
speaker"s bureau at the hospital level ! 
2. Speaker"s-g-Llrea-u (of NCHF~--i 
conducts advocacy to officers and rank I 

STARTING 
DATE 

and file of th~JlOsp.ital. 1 ____ _ 

3. NCHFD conducts operations and 'I 

financial assessment of hospital. Refer ! 

, to the Hospital Assessment Tool I 

I (annex B) and the Financial 

I 
Assessment Tool (annex Cl 
4. NCHFD provides the LGU 

I executives and the hospital with 
I 

1 reading materials on the following 
. topics-
Hospital Reform Policy Framework 

. (annex D), Transition Operations 
Manual, Issues and Concerns on 

! Corporatizing Government Hospitals. 
! 5. NCHFD-DOH reports assessment 
I 

I findings to the hospital and LGU 
i executive officers 

TRANSITION PLANNING 

1.NCHFD provides format to guide LGU 
hospital in drafting their transition plans. 
Refer to the sample transition plan of 
Pangasinan Provincial Hospital 
lannex E) 
2. LGU hospital prepares its transition 
plan 
3. LGU Hospital submits and presents 
its plan to NCHFD. Critiquing by DOH-
NCHFD and other LGU officials. 
4. LGU hospital revises transition plan 
5. Transition plan completed 
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STARTING 
DATE 

! 
I 

I 

COMPLETION 
DATE 

I~~ 

COMPLETION 
DATE 

I 
I 
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ORGANIZATIONAL DEVELOPMENT 
TEAM 

1. The LGU Hospital Chief organizes an 
or~:janizational develof2ment team (00) 

I 2. The 00 team undergoes change 
II management training. Refer to the 

Documentation of the Change 
Management Training of ITRMC and 

iQMMC 
i 3. The 00 team crafts organizational 
! development strategies to carry out the 
l initial s),stems imQrovement activities. 

I INITIAL SYSTEMS TO BE IMPROVED 

! Quali~rovement Program 
i 1. The NCHFD conducts 5S training to 
i the department heads of the hospital 
[ 2. All department heads re-echo 5S 
I training to their respective staff 
i 3. The hosRital conducts 5S activities 
14. The chief of hospital organizes his 
I quality assurance committee (QAC) 
L 5. The QAC undergoes TQM training 
I 6. The QAC undertakes its first project 

,
. by assisting the process team to 

document and improve the billing and 
collection rocedure. 

Billin and Collection S stems 
1. The Hospital Chief organizes a Billing 

I and Collections process team (B & C 
[ Team). 
! 2. The QAC team provides technical 
i assistance in improving Billing and 

collection process. Flowcharting and 
Procedures Writing techniques 

lJannex F) 

I 

I 3. The B & C team studies and improves I 
[ the billing and collection processes. ! 
i 4. The hospital executive committee I 
II deliberates on the new process and 

approves these. I 

! 5.The OD team plans and conducts 
information dissemination and 
awareness campaign for the collection 

rocedures 
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STARTING 
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DATE 

COMPLETION 
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6.The B & C team orient the appropriate 
staff on the new billing and collection 
procedures. 
7. The Hospital Chief issues an order to I 
implement the new procedures I 

Costing and Rate settil!.9 I 
1.The hospital organizes a costing team. i 

I 
Refer to costing reports of Misamis I Occidental, Bulacan, Capiz and I Pangasinan. I 

I 
I 

2.NCHFD provides technical assistance I I 
! In the Qiocess of costlng~'<lnd rate settln~L _______ _ I 

3.Costing team is oriented on the 
costing and rate setting methodology 
(Refer to the document on data 
requirements for cost allocation tool 
and Hospical manual) 
4.Costing team starts its costing and 
rate setting study - refer to rate 
setting reports of Misamis 
Occidental, Bulacan, Capiz and 
Pangasinan 
5.Costing team completes the costing of 
hospital services 
6.Costing team proceeds to developing 
rates based on the costing results. 
7. The costing team presents to the 
hospital executive committee their 
pricing schedule. 
8.Hospital executive committee 
deliberates and approves of the new 
price schedule. 

Medical Social Worker Patient 
Classification System 

1. The NCHFD-DOH updates the LGU 
Medical Social Worker on the process of 
determining ability to pay. 
2. The MSW improves the system on 
patient classification system 
THE OD TEAM, QAC, B & C PROCESS TEAM, COSTING TEAM and the 

i MSW shall coordinate their activities. The objective shall be an immediate 
improvement in the cleanliness of the hospital, streamlined processes at 
the frontline services and a substantial increase in the collection of . 
revenues. They shall also focus on informing the clients and the staff on 
the changes in procedures. As soon as the hospital achieves these 
ob·ectives, it can now roceed to the next set of activities. 
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200 set of Systems to be Improved STARTING COMPLETION 
DATE DATE 

Income Retention Scheme 1 I 
I 

1. The hospital studies the income i I retention and utilization scheme of I 
Negros Oriental. I I , , 
2. The hospital crafts a plan to authorize i 

I 
, 
I them to use hosj:Jital revenues , 

-' 
3. the hos ital ne otiates with the local 

, 
p g 

I chief executives on the use of income 
; Drug Management Syste=-m"-'---:-____ ~,'___ __ 

1.Medical Center Chief organizes 
Pharmaco-therapeutics committee and 
procurement teams 
2. DO H provid'e"'s=;.te.c::c'-:h-n-;'ic-a--;-l--:a-:s-:s:-:is-;-ta-:-n-:-c-e---:-to----------------

establish efficient drug procurement and 
distribution systems 
3.The hospital executive committee 
approves the new systems 
4.Hospital implements the new system 

Strategic Business Planning 
1.The LGU Hospital Chief organizes a 
planning team 
2.The planning team is oriented on the 
process of strategic business planning 
3.The planning team prepares a planning 
schedule. 
4.The planning team organizes and 
facilitates the planning activities for the 
different units of the hospital. 
5.The planning committee completes the 
first draft of the SIB plan 
6.The planning team presents the draft to 
the executive committee for concurrence 
The three sets of activities will increase the fund source of the hospital as 
well as decrease cost of drugs. The benefits they gain from here can be 
used to partially fund their facilities improvement program. The strategic 
business plan will also let the hospital undergo a thinking process of 
improving income at the same time enhancing their capabilities to serve 
the poor. 
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3,a Set of activities 

Governance 
1. The LGU reviews and approves the 
guidelines in selecting hospital board 

I members. The gUidelines for 
! establishing the hospital board (annex 

I 
G) and list of executive officers (annex 
H) will be provided by the DOH 

I 2. The LGU accepts nominations for ---~-! 
i membershi~~~ospital bo~rd i r----~ 

3. The selection committee accepts 
nominees to the hosQital board. 
4. The (LGU) selection committee decides 
and recommends to the Local Chief 
Executive the board members for the 

. hospital i 
I 

5. The Local Chief Executive appoints the i 
board members and issues an order to this I 

, 

effect. 
, 
I 

I 

6. The hospital board members studies the 
budget and monitors the financial status of 
the hospital. The hospital also sets the 

I 
direction of the hospital towards 
management and financial autonoml' I 

PREINCORPORATION STEPS I 
1. The LGU Hospital Chief organizes a 

I 

I 
core group to conduct the pre-

I incorporation steps (annex I). , 
2. The NCHFD-DOH conducts orientation 
of the LGU core group on the pre-
incorporation processes 

13. LGU Hospital conducts inventory of 
I assets and liabilities 
4. LGU Hospital conducts personnel audit ! 

i 

5. LGU Hospital identifies and lists down , 
all issues concerning the inventory and 
audit. . 

6. The LGU provides legal assistance to 
the hospital to address the issues and 
concerns. 
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" STARTING COMPLETION I 
DATE DATE . 
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! , 
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~- ~--------, 

i 
i 
i 

__ -I 
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7. Resolution of the issues and concerns 
(via a hospital corporatization committee 
composed of hospital officials/employees, I 
LGU reps, DOH etc.) i 
The 3,a set of activities prepares the hospital for the legal conversion into a II 

corporation. The hospital board, while it acts as an advisory to the 
liIil governor, becomes the precursor the board of trustees. i 

10 
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Phase 2 - Legal Conversion to Autonomous Hospital Status 

CORPORATIZATION STEPS STARTING 
DATE 

The leg~Authority 
1 . The L G U exe'''::c'-'-ut'-:'iv:Le-s-o---:ri-e-nt:-CtC:-h-e-m--s-e-;-lv-e-s~-r~~-
on the legal basis for establishing 
autonomous hospitals. Refer to Final 
Report to Hospital Reforms Manager, 
HSRT AP - a Proposal to the Roxas 
Memorial Provincial Hospital and 
Pangasinan Provincial Hospital (annex 
J) 

LL Th e L G U d ecid es ~o,-,n-'"t hc:.e=--,-,lee><gccaC.-1 =-ba=.s,-;-i=-s .'--_-j---___ _ 

I 3. The Local Chief Executive, through a 
I Sanggunian resolution (annex K), issues 
i an order to register a foundation under the 
i Corporate Code with the Securities and 
, Exchange Commission 

i 

4.The LGU Hospital Chief organizes a 
committee to work on the SEC 
Registration (annex L). 
5.The LGU officials together with the LGU 
hospital decides on the following: 

Name of the foundation 
Purpose of the foundation 

- Place of principal office 
- Term of existence 
- Number, names, Nationalities and 

residences of the incorporators 
- Capitalization 
- Membership 

6.The LGU hospital drafts the Articles of 
Incorporation (annex M) Provision of 
technical assistance for drafting the AIO 
7.The LGU hospital includes the special 
provisions for a non-stock non-profit 
foundation in its AIO 

II 

I 

COMPLETION 
DATE 

•• 

, 

, , 

i 
\ , 
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8.The LGU hospital prepares other 
documents: 

By-laws (annex N) 
Letter Undertaking 
Registration Data Sheet 
Treasurer's Affidavit 
Verification Slip 

9.lf a non stock corporation, the LGU 
hospital will prepare the following 

. documents 
Affidavit of Modus Operandi 
Resolution of the Board of Trustees 
List of Members 
Undertaking to submit list of 
additional members to the SEC from 
time to time 

Register the Corporation with the SEC 
1. Present the registration documents to the 
Corporate and Legal Department (CLD) to 
get an "Approved for Payment" stamp 
2.Pay the necessary filing and 

. miscellaneous fees at the cashier. 
; 3.Leave three copies of the registration 
: documents at the receiving unit. 

4.After about two weeks, the certificate of 
registration can be claimed at the 

i Releasing Unit of the Records Division 
i S.lf a non-stock non-profit corporation, 
I 

i apply for tax exempti.on and as a donee 
: institution with the Bureau of Internal 
i Revenue 

Organize the Corporation and 
installation of board members 

1

1.The LGU drafts a Memorandum Of 
Agreement (annex 0) with the newly 

I organized foundation. 
2.The New Foundation Will deliberate on 

I the provisions of the MOA and provide 
I concurrence. 
I 3.0rientation of the Hos ita I Board 

4.The Hospital Board holds its first 
organizational meeting. 
3.The Hospital Board elects its officers 
4.The Hospital Board (HB) adopts the by
laws of the corporation 

12 
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5.The HB delegates its authority to the I CEO 
6. The LGU executes a deed of i , 
assignment (annex P) with the New i 

I I 
Foundation I , 

I j 
The successful conversion of the hospital into a corporation enables them i , 
to exercise more financial and management autonomy. Further I , 
improvement of remaining systems will enhance their sustainability as a i , 
corporate organization ! 

4' set of activities for systems 
f---= __ :-__ improvement 

STARTING I COMPLETION 
DATE __ D~A~T=E_~ 

-I Financial Management Systems for a 
i Revenue Generating organization 

1

1. LGU hospital Chief organizes a team 
who shall be tasked to implement changes 

I in the __ financial management systems 
'12.Financial management team undergoes 

training in the financial management 
• systems . .=:.. -;-_________________ _ 

3.Financial management team uses a 
. Manual to guide them through setting up 
" the system. (Financial Management 
I Manual for the Autonomous 
I Government Hospital Corporation) 
: 4.The hospital engages a financial adviser 
i to support them in the process of improving 
! the system 
! 5.The financial system is set-up, workflow 
i is organized, staff are trained, and reports 
! are submitted. 
'I Information System 
: 1.Hospital Chief organizes a group to 
I implement the information software 
I (HOMIS) 

2.The information team undergoes training 
conducted by the IHOMP • 
3.Hospital purchases hardware 
4.lnstallation of the HOM IS program 
5.lmplementation of the new information 
system 

! Human Resources Management System 
1. The hospital organizes a human 
resources management committee 

13 
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2. The committee studies the 
organizational structure and recommends 
changes consonant with the corporate 

... structure 

I 3. The LGU hires a Human Resources 
I Manager and organizes this a a 

... i department 

... 

... 

... 

IiII 

.., 

.. 

... 

IiII 

Note: Additional Requirememts 
a. Submit a SEC registration to the Bureau of Permits and Licensing 

Office at the city or municipality where the hospital is located 
b. Apply for a tax account number at a local BIR office 
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MEMORANDUM OF AGREEMENT 
BETWEEN THE DEPARTMENT OF HEALTH Al'iD 

THE PROVli\:CIAL GOVERNi\IENT OF PA:\"GASI:\"AN 
FOR THE PROVISION OF TECHNICAL ASSISTANCE 

TO TIlE PA:'\GASINAN I'RO\T\CIAL HOSPITAL 

KNOW ,\LL MEN THESE PRESENTS: 

This ;vlcilloranduill of Agreement made and entered into this 
200 I in Lingayen, Pangasinan. Philippines by and between 

__ ~ day of .-\pri! 

The PROVJ:'\CE OF PANG .. \SINAN \\'ith oniec address at the Pro\'inci,,! 
Capitol, Lingayen, i'angasinan, and herein represented by lION, VICTOR AGB.,\ VANI 
in his capacity as Provincial Governor ofPang<,sinan and hereinafter referred to as tb-: 
PROVINCE 

- ,lilt! -

The DEPARTi\lENT OF HEALTH, herein. represented by 110:'\. \J..\NLEL 
\1. DA YRIT, in his capacity as the Department Secretary, 

WITNESSETH: 

WHEREAS, the Pangasinan Provincial Government is empowered by thc LGC of 
1992 to look for altcrnative ways of financing, managing, and operating its (!c\'oh'cd 
hospital; 

WHEREAS, the study of the possible conversion of the Pangasinan Provinci2i 
Hospital into a government-owned, corporate entity must be initiated and pursued. as 
corporatization is one viable option that can grant fiscal and 111anagcrial autoHOlny to ihe 
hospital; 

WHEREAS, the Department of Health, through its Health Sector Reform 
Technical Assistance Project (HSRTAP), is extending technical assistance to local 
government units in studying the feasibility of transforming its provincial hospital into 
corporate entities; 

WHEREAS, the HSRT AI' of the Department of Health has been requested by the 
Provincial Government of Pangasinan to extend assistance in finding ways for the 
effective and efficient management of the Pangasinan Provincial Hospital, and; 

Page J oJ4 
AfOA between DOH and Pangasillall Provincial Go\'ernmenl for the Prol'isiofJ of Technical Assis!tmce :0 ;he 
Pangasinan Pro\'illciallJospital 
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WHEREAS, the HSRTAP has also been requested by the Pangasinan Provincial 
Govemmentto assist two (2) other district hospiwls in the province by introducing 
management and fiscal reforms to improve their operational efficiencies_ 

NOW THEREFORE, on premises considcred thc Province and the Dcpanmcll! of 
Health, hereby agree and covenant on the following duties and responsibilities: 

I. THE DEI'.-\RTi\IE:\T OF HEALTII shall: 

1.1 

1.2 

1.3 

Through the National Centcr for Health Facilities Dc\c1opmcllt (;\CHFD). 
provide the over-all technical dircction, including but not limited to a re\-;c\\" 
and technical clearances oral! reports and stlldics~ and gllidanc'~ in d~c a(HmI 
implemcntation of project i mprovclllcnls and recomlllcndations: 

Assign the Director of the Ccnter for Hcalth Dc\-clopmcnt San Fernando 
City as the tcam Ieadcr who shall be rcsponsible for mobilizing and 
coordinating DOH resourccs, as wcll as in dealing with the concerned 
officials of Pangasinan provincc . 

Through its HEALTH SECTOR REFORM TECHNICAL ASSISTA0iCE 
PROJECT (/-ISRTAP) and the Center for Health Development San Fcmando 
City, draft an action plan. The Action Plan will cnumerate the different 
activities to be pursued in order to begin the study of transforming the 
provincial hospital into a corporation and othcr acti\'itics necessary to 
attain this objecti\·c. The draft action plan will be reviewed and appro\-cd 
by the Pangasinan Provincial Government and the 001-1; 

1.4 Through its HSRTAP and the Center for Health DCI'c1opmcIli In San 
Fernando City, draft a separate action plan to describe the acti\-i!ic> to be 
undertaken to introduce reforms nnd inlprovc operational efficiency in the 
two other district hospitals in Pangasinan; 

Page 2 oJ4 
1\1004 berween DOH alld Pallgas;flGII Pr01'incial Government for the Provision oj Technical Assisfonce to {he 
PangasillGIl Prodnciaillospiral 
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2. 

1.5 

1.6 

Through its HSRTA Project, hire consultant(s) as required by the different 
activities. All cxpenses (e.g. professional fees, transportation, tr,wc\ 
allowance) related to the consultant(s) work shall be shouldered by the 
HSRT;\P: 

Provide additional ndministrati,'c and technical coordination as required by 
each activity, through the Center for Ilcalth !)c"c\opment San Fernando 
Cily~ 

1.7 Through the National Center for Health Facilities Development ('.;CHFDI. 
provide additional tcchnical inputs especially in the conduct of til" :lcti,ilics 
and the rcvic\v ofconsuilants' repons. studies and recollllllendations_ 

THE I'Ai'iGASIi'i,\;\ I'ROVI;\CL\L GOVER;\\IE;\T shall: 

2.1 

2.2 

Act as thc main implementor of the project to study the corporatizaliolll,rlhc 
Pangasinan Provincial Hospital and all rdated and succeeding activities: 

Identify and assign a lead person or technical committee \\'ho will assist thc 
HSRT AI' consultants in the researches, analysis and trainings to be dOlle. 
The lead person or technical eOlllmittee shall also be responsible for steering 
the timely implementation of the project and ensuring the cooperation and 
active participation of concerned LGU officials and personnel; where a 
technical committee is created a lead person shall be appointed. 

Shoulder the expenses of \\'orkshops and meetings related to the tcchnical 
assistance inclucling but not limited to rental of ,·cnllCS. meals/snacks. 
reproduction of materials, audio-"isual equipment and tril\'cl expenses (e.g. 
lodging allowance, per diem) of pm1icipating LGU staff 
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Specific objectives, scope of the engagement, approachcs I methodologies to be 
employed and the expected outputs or deliverables shall be contained in the Tcnns of 
Reference (TOR) of each activity. 

IN WITNESS WHEREOF, the Parties have caused this agreement to be signed in 
their rcspecti\'c names in Pangasinan, Philippines, as of the day and year \\Tille!] abo\·c. 

110;'\. VICTOR AGR·\ YA;-\I 
GO\'crnor 
Province of Pangasinan 

Witnesses: 

DR. ;,\Ei\IESIA Y. MEJIA 

110;'\. i\I.-\:\UEL "I. DA YRIT. "ID .. "ISc 
Secrctary 
Department of Health 

Provincial Health Officer 1- Hospital Services 
Ptmgasinan 

DR. CRISELDA AI3ESA"IlS 
Director 
NCHFD- DOH 

DR. ALFREDO L. SY 
Provincial Health Officer I -
Field Health Services 
Pangasinan 
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rvlanagcr 
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Progranl Area 
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Hospital Assessment Tool 
(Adapted from the MSH-AFS project) 

PURPOSE: 

To undertake an operational assessment of Hospitals to identify the organization's 
scope of services, it's performance, strengths and weaknesses, and the feasibility for 
achieving a new level of institutional autonomy and sustainability, 

PROCESS: 

The Assessment Team will perform a rapid focused collection and analysis of 
operational data, individual and small group interviews, and orrsite observations, 

METHODOLOGY: 

I. Facility Identification, Profile and Scope of Services 

II. Senior Management Interviews 

!II. Middle ManagemenUDepartment Head Interviews and Department Tour 

IV. Ward Rounds - Patient Care Environment 

V. Exit Conference - Summary of Preliminary Findings and Management Feedback 
for Clarification or Additional Supportive Information 

VI. Assessment Findings and Conclusions 

VII. Recommendations for Improvement 

1. FACILITY IDENTIFICATION 

Name: ______________________________________ __ 

Address: __________________________________ _ 

Telephone/Fax: ________________________________ __ 

Chief of Hospital: ______________________ _ 
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2. HOSPITAL SENIOR MANAGEMENT 

Chief, Professional Medical Staff: _____________ _ 

Training Officer: 

Chief of Clinics: _____________ _ 

Chief Nurse: ______________ _ 

Administrative Officer: __________ _ 

Other: _________________ _ 

3. HOSPITAL PROFILE 

Year BuilUOpened: 
Total No. Beds- auth'-o-r""iz-e-d:-: -------

iii! Total No. Beds- implementing: 

Bed Complement- by clinical service: 
Medical: 
Surgical: 
Maternity: _________ _ 
Pediatrics: 
Special C<)re/ICU: ______ _ 
Other: 

Operating Theatre: 
No. Rooms: 
Recovery: _______ _ 

Outpatient Clinics/Services: 

Types of Services: 

Other Services: 

Jill 
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4. HOSPITAL SCOPE OF SERVICES 

Blood Bank 
Cardiology 
CCU 
Dentistry 

iOII 
Emergency/Casualty 
Endoscopy 
ENT .. Gynecology 
I C U 
Laboratory 

... Mortuary/Morgue 
Neurology 
Neurosurgery 

... Newborn Nursery 
Obstetrics 
Occupational Therapy 
Orthopedics 
Ophthalmology 
Outpatient Clinics 

... Pathology 
Pediatrics 
Physiotherapy 
Psychiatry 
Radiology 
Renal Dialysis 
Surgery 
Ultrasound 
Urology 
Other: 
Satellite/Off-Site Units? 
Training Programs/Affiliations- medical, nursing: 

IiII 

5. INTERVIEWS - HOSPITAL MANAGEMENT 

5.1 Administration/Senior Management 

.... Review organization chart 
Review developmental plan 
Review minutes of management meetings 
Are any hospital functions contracted out? 
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5.2 

What is the MIS capability, computerization? 
What kind of management reports do you reviewlreceive- financial, 
patient data? 
Is there a program in place for OA and 01 
What are the employee issues/concerns 
What are the hospital strengths, weaknesses? 
3 greatest strengths? weaknesses? 
ConcernslBarriers to effectiveness? 

Housekeeping 
How organized? 
Orientation/training of staff? 
Equipment, methods/process/procedures 
Cleaning agents- review/approval? 
Problems/concerns 

Security System 
Staff or Subcontracted? 
Visiting hours 
Procedure protecting assets and patients? 
Security Wall/Fence? 

Maintenance- Buildings and equipment 
-Maintenance Rounds by committee? 
-Fire safety- smoke detectors, alarms, staff training? 
-Interruption of utilities? Standby power, which areas? 
-Problems/concerns? 
-Condition of buildings 
-Waste disposal? 
-Accessibility to services? Parking, Roads, Walkways 
-Signage? 

Middle Management/Department Head 
( Interview individually in department) 

Review hospital and department organization chart 
- Are you involved in planning and decision making? 
- How are organizational changes communicated? 
- What are the hospital's strengths, weaknesses? 
- What are the employee issues/concerns? 
- Are there OA and infection control activities? 
- Do you receive management information reports? What are these? 
- Other concerns: building, equipment, supplies, drugs? 

Management Sciences for Health Hospil:11 AS5CSSmCn( Survey P3ge4or9 
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5.2.2 

5.2.1 Personnel/Human Resources 

Total No. Staff: 

Consultants: 
By Medical Specialty: 
Ob/G-
Medicine-___ _ 

Ped. - --=------,:0--
Surgery- (specify general, ortho, ent, etc.) 

Pathologist
Radiologist
Others-

Med. Officers: 
Nursing Staff: 
Administrative Staff: --------

Are there any manpower shortages? If yes, what are they? 

Is there an orientation program for new staff? 
Is there a training program for staff? 
What are some of the employee's issues or concerns? 

Financial Information Systems - Accounting 

Income from hospital services: 
Income from PHIC reimbursem-e-nt=-s-: =====~ _____ _ 

PHIC Outstanding Claims: _______ _ 

Expenditures- Personnel Services: _____ _ 
Expenditures- MOOE: ::----,,-___ _ 
Expenditure- Drugs & Supplies: ______ _ 

Number of Cash Collection Points? ______ _ 

Average Inpatient Charge per day (General Ward)? __ _ 
Annual Budget? 

Qualifications of staff? 

Problems/Concerns? 

Management Sciences for Health Hospilal Assessment Surycy 
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5.2.3 Purchasing and Store Room- supplies and drugs 

Describe process for user requisition, ordering, receiving, stores and 
inventory control, and distribution to user departments- functional 
standardization committee? 

Performance in meeting hospital needs? 
Review space allocation/utilization for stocks 

5.2.4 Medical Staff Leadership - Clinical Heads (as a group) 

Is the staff formally organized- bylaws, officers, clinical chiefs? 
Are there doctor manpower shortages or overages? 
Which specialty? 
What are the main problems/concerns of the staff affecting the 
quality of medical care? 
What are the hospital's 3 greatest strengths? - weaknesses? 
What are greatest medical strengths? - weaknesses? 
Are there ongoing peer review activities? 
Is there continuing medical education activity? 
Is there medical review of admissions and extended stay for 
appropriateness? 
Morbidity and Mortality review? 
Drug Usage Review? 
What are the top 4-5 discharge diagnoses? 

5.2.5 Pharmacy' 
No. of staff, qualifications? 
Medical staff approved drug list/formulary? 
Performance in meeting drug needs? 
Requisition/Distribution process to users? 
Floor stock? Where? 
Proper storage, expiry dates, labeling procedures? 

5.2.6 Clinical Laboratory 

Management Sciences for Health 

No. of staff, qualifications? 
No.lType diagnostic units? 
Condition of equipment? Problems/concerns? 
Additional services based on need? 
Patient/Specimen flow? 
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5.2.7 

5.2.8 

Medical Records 
Utilization of hospital services: 
Total Inpatient Admissions: 

Adult: 
Pediatric: 
Maternity: 
Newborn: 

Average Occupancy Rate _______ _ 
Average Length of Stay _______ _ 
Total Surgical Operations _______ _ 

Major ___ _ 
Minor 

---c--c-::-:--
Total Outpatient Visits: 

MCH/FP Visits: 
Total Emergency Visits: 

Food Service - Kitchen 
Method of feeding patients 
Nutritionists on staff? 
Service Concerns? 
Is there an employee canteen? 
Condition of Kitchen? 

5.2.9 Radiology 
No. of staff, qualifications? 
No. diagnostic units? 
Range of services? 
Condition of equipment? Problems/concerns 
Additional services based on need? 
Patient flow? 

5.3 Nursing Administration 
Org. Chart? Hierarchy-levels of management? 

Concerns affecting quality of nursing care, job satisfaction, equipment, 
space, supplies, staff, training, interdepartmental relationships? 

Continuing Education? 

- QA, Infection Control, Safety, CPR? 

- Tour of patient care environment 
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iii 

5.3.1 WARDS SURVEY- patient care environment, relative location to other 
services, space allocation/utilization, equipment. 
Staff concerns, barriers to quality, patient/staff satisfaction? 

6. BUILDINGS AND GROUNDS 

7. 

General condition of buildings and equipment 

Fire and Safety Committee? 
Hazardous waste disposal? Incinerator? 

Patient flow? Accessibility to services, reception, sign age, patient 
registration, cashier 

Ventilation, Lighting 

EXIT CONFERENCE 

A summary presentation of preliminary findings and conclusions with 
management feedback for clarification or additional supportive information . 

8. FINDINGS AND CONCLUSIONS 

9. RECOMMENDATIONS 

Recommendations are made based on the findings and conclusions to improve 
organizational performance and quality of services, control costs, increase 
revenues and cash collection, and improve patient and staff satisfaction . 

Management Sciences for Health Hospital Assessment Sun"cy Page8 of 9 l 
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HOSPITAL OPERATIONAL ASSESSMENT 

ACTIVITY SCHEDULE 

HOSPITAL: _________ _ 

DATE/TIME DEPARTMENT INDIVIDUAL(S) II 

INTERVIEWED 
AGENDA 

... 

... 
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FINANCIAL ASSESSMENT TOOL .. 

Name of Hospital: __________________ _ 
Address: ______________________ _ 
Hospital Director: __________________ _ 

I, HOSPITAL PROFILE 

Total Bed Capacity 
Authorized: _____________ _ 
Implementing: __________ _ 

Number of beds allotted: 
Pay: _________________________________ _ 
Service: ____________________ _ 

Average Rate of Occupancy 
Pay: __________________________________ _ 
Service: ___________________ _ 

Average Length of Stay 
Pay: _______________________ __ 
Service: ___________________ _ 

Number of HMO's Accredited by the Hospital: _______ _ 
Average number of HMO patients admitted/month: ____ _ 
Average number of Company Sponsored patients: ______ _ 

... Average number of patient with PHIC: ____________ _ 

II. FINANCIAL PLANNING 

... 
1. Are department heads consulted in the budget preparation? 

Are they required to submit individual department 
budgets? If not, who prepares the budget? 

2, Are internal budget deliberations conducted? _______ ' If yes, 
explain briefly the manner of deliberations, 

If not, why? 

• 
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3. For capital expenditure request, do you reqUire submission of 
feasibility studies? If yes, who reviews the 
feasibility study? ______________ If not, what is 
management basis for approvmg the request for capital 
expenditure? ________________ _ 

JIJ. FINANCIAL DA Til 

1. Operating budget 2001: 

Sources of Funds: 
Percentage vs. Total Budget 

National Government: 
Hospital Income: 
Trust Funds: ______________ _ 
CDF: __________________________ __ 
Others: _______________ __ 

Funds Utilization: 

PS: 
MOOE: 

Supplies 
Drugs 
Laboratory 
Radiology 
Medical/OR 
Others 

Utilities 
Contractual Services 
Others 

Capital Outlay 
Infra: 
Equipment: 
TOTAL 

Amount Percentage 

2. Financial reports prepared and frequency of preparation: 

a. Departmentalized Income & Expenditure: _____ _ 
b. Balance Sheet: _______________ _ 
c. Statement of Operation: _____________ _ 
d. Statement of Cash Flow: 
e. Cash Position Reports: _____________ _ 
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I 
IIiII 3. Hospital gross income for CY 2000: 

Actual cash collection: __________________ _ 

4. Receivable Account/class. Indicate ageing. 

5. Inventory Classification. 

Drugs 
Laboratory 
Radiology 
Medical/OR 
Others 

N. FINANCE PERSONNEL 

Number of Staff: ___ _ 
General Qualifications: 

Inventory balance 

•• 
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Hospital Reform Policy Framework 

I. Introduction 

In terms of bed to population ratio, the Philippines has an adequate 
hospital system comprising approximately 70,000 beds, of vlhicll about 
half are in privately run hospitals, while the rest are in national and local 
government- owned institutions. Although there is a tendency to 
concentration in urbanized areas and there are some isolated island 
communities, geographic access to hospital services is, at least on 
paper, evenly distributed throughout the archipelago. However, tllere is 
a gross inequity in the quality of services by socio-economic class and 
by urban-rural distribution of sophisticated facilities. 

The upper classes (A, B, and upper C) access technological superio. 
tertiary level facilities that are mainly in the private sector and generaliy 
located in highly urbanized areas. When the technological quality of 
services in government hospitals is high, these are also accessible 
more to the higher income groups than to the lower classes because of 
de facto co-payment requirements as well as their urban locations. 

The passage of the Philippine health insurance law in 1995 was 
intended to reduce the factor of ability to pay as a determinant of quality 
of hospital services available to the population. But even when 
universal coverage becomes implemented in the year 2010, the 
inequities will persist unless all Filipinos, irrespective of socio-economic 
status overhaul the hospital system of the country to enable access to 
all level of services. It is important, therefore, that the state develop a 
hospital policy framework that will guide a reform of the hospital system 
over the next two decades. The framework in effect shoutd answer the 
question: "What will the Philippine hospital system look like in the year 
2020, when presumably universal social health insurance is a realityT 

This paper is an early attempt to answer the question from the point of 
view of ownership of facilities, the levels of hospital services available, 
the sources of hospital financing, geographic distribution, governance 
mechanisms and regulatory arrangements. It suggests the concept of 
institutional autonomy as the basic guiding principle for change in the 
hospital system. Finally, the paper also suggests some approaches 
that will initiate this process of change in the next few years. 

It is expected that the present 50/50 mix of government and private 
ownership will persist. However, in both sectors, the character of the 
ownership will evolve into non-stock, non-profit corporate proprietorship. 
in the government 
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sector, ownership by local governments at provincial and city levels will 
be dominant. In the private sector, single proprietary operations will 
comprise only a very small segment of the system. In effect, the 
operations of government and private hospitals will converge so that 
differences are progressively blurred, as insurance financing becomes 
the primary source of income in the two sectors. 

Types of Hospitals 
(according to level of hospital services offered) 

At present the Department of Health classifies hospitals into primary, 
secondary and tertiary institutions for licensing purposes. The 
Philippine Health Insurance Corporation (Philhealth) follows the DOH 
licensing classification for the accreditation of hospitals to determine the 
levels of reimbursements for hospital benefits of its members. Criteria 
for classification focus on bureaucratic compliance with requirements 
and have little relation to quality concerns, particularly from the 
viewpoint of clinical quality and patient satisfaction. To reconciie the 
apparent inconsistencies between compliance with regulatory 
requirements and quality of hospital care, it is proposed to simplify the 
criteria. To begin with, the primary hospital category should be deleted, 
as it is actually a contradiction in terms. Hospitals are designed to be 
referral institutions for health problems that cannot be handled at 
primary or first contact levels. The categorization of hospitals should 
not be used to determine reimbursement scales for insurance purposes. 

Outlined below is a proposed hospital classification system based solely 
on the kinds of services available. This categorization would be used 
basically for purposes of planning, in order to ensure accessibility of the 
various kinds of hospital service by geographic area and population 
size. Quality assessment would be based on outcomes, data that are 
expected to be generated through the health insurance information 
system. 

Secondary Hospitals 

Secondary hospitals should be the 1 sl level of referral from primary 
health care facilities, networks or community organizations. They also 
function as emergency facilities. The district hospitals that were 
devolved to provinces would fall under this category. 

This level of hospital will provide both primary and secondary care 
services. While their major function will be the provision of in-patient 
secondary medical care, all secondary facilities should be capable of 
providing primary health care to the immediately surrounding 
communities. As such these hospitals will also have public health 
functions. 



... 

... 

... 

III. 

iii 

2 
In addition to the direct provIsion of some primary services, the 

secondary level hospitals will also serve some of the training needs of 
health workers at lower levels. Thus these facilities will serve as 
integrating mechanisms between field and higher-level workers and 
institutions. 

Secondary hospitals will also have research functions. While stalf will 
be directly responsible mainly for field and applied research. they may 
be called upon to participate in research activities of tertiary and 
specialized hospitals. 

Tertiary 

Tertiary hospitals will be the 2nd level referral facilities for most cases or 
problems requiring hospital care. They will be able to provide almost all 
specialized services. The catchment areas served by tertiary hospitals 
will be the same as those presently served by provincial hospitals . 

Although specialized care will be their main concern, primary and 
secondary health and medical services will also be available in these 
institutions. Thus they will also be expected to participate in public 
health programs and be functioning integrating mechanisms between 
promotive, preventive, curative, and rehabilitative care. 

Training for personnel of lower level (primary and secondary) will also 
be a function of tertiary institutions as will be research at field, applied 
and clinical levels. 

'Special (including research institutes) 

The highest referral level will be the special hospitals, including 
research institutes and university or medical school affiliated facilities. 
All levels of health and medical services, including new high technology 
interventions, will be available at these facilities. In addition to field and 
applied research, these facilities will have the capacity to engage in 
basic biomedical research. 

Sources of Finanacing 

It is expected that insurance benefits will cover the cost of most 
primary, secondary and ordinary specialized interventions. Thus, 
secondary hospitals will be almost entirely supported by their insurance 
income while tertiary and special institutions will have mixed sources 
depending on their capabilities. 

'. 
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Direct payments from patients may also continue to be received. For 
most hospitals these will be mainly for hotel and restaurant amenities 
such as extra-rooms or better meals. There may be some elective 
clinical services such as cosmetic surgery that may be made available 
to those who can pay for them. 

3 
Charitable donations are likely to be sources of funds. Because of the 

nature of their services, beneficiary hospitals are expected to be mostly 
the special and academic institutions. 

Government subsidies will continue to pay for some services. This 
should constitute a relatively minor but very important component of 
health care financing. The subsidies would mainly in the form of grants 
for research or training activities and for costly new technological 
interventions. 

IV. Distribution 

V . 

Considerations of geographic accessibility to the greatest number, the 
population size of communities served, and the epidemiology or pattern 
of diseases would determine the distribution of secondary and tertiary 
hospitals. On the other hand, specialty and technology intensive 
hospitals would continue to be located in urban areas, although close 
links with the lower levels would be maintained. Although profitability 
would be a determinant of the distribution of services, ability to pay by 
individuals and community would be a significantly reduced influence. 

Governance 

Almost all hospitals would be governed by independent boards of 
trustees or similar collegial bodies in which the following stakeholders 
would be represented: 

• clients (patients) 
• health providers (professionals) 
• government (local and/or national as needed) 
• community (people's organization, civil society as appropriate) 
• academic institutions (when relevant) 

The governance system is aimed at establishing institutional autonomy, 
providing freedom to respond to the operational environment, such as 
the changing pattern of diseases, evolving community aspirations, as 
well as market forces (both local and international. 
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VI. Regulatory Mechanisms 

The Department of Health and Philhealth would continue to be partners 
in the regulation of hospital operations. DOH licensure would be based 
on minimum standards of safety and other community considerations. 
Phil health would be 

4 
the main implementor of quality standards through its reimbursement 
scheme and a system of incentives and disincentives. Practice 
guidelines and outcomes monitoring will be a cooperative undertaking 
of the two organizations with assistance from the academe. 

International issues (quality standards, insurance portability) mainly 
through DOH and other relevant government agencies . 

VIII. Approaches 

Wherever possible or relevant, operational autonomy may be given to 
national hospitals through administrative issuance and arrangements. 
One model is the linkage of selected hospitals with existing corporatized 
institutions (e.g. placing the 1I0cos Regional Hospital and the Quirino 
Memorial hospital under the board of trustees of the National Kidney 
and Transplantation Institute). 

Another model would be the revival of corporate structures that had 
previously controlled specific hospitals (e.g., the board of governors of 
the precursor of the East Avenue Medical Center. It is suggested that 
these steps be taken as 
soon as possible for at least four institutions. A target date of 2004 for 
the identification of the most efficient models would then be feasible. 

National and local legislative action would be necessary to enable the 
establishment of independent hospital boards that will run individual 
facilities. As many provincial and city administrations as are prepared 
to do so should be encouraged and supported to pass required local 
legislation for hospitals now controlled by provincial or city 
governments. 

It may be possible for the current national legislature to pass laws 
enabling the transfer of governance of national hospitals to independent 
boards. In the senate, work is in progress to revise a previously filed 
hospital-upgrading bill to incorporate features of an omnibus hospital 
autonomy law. With the cooperation of all stakeholders, it is necessary 
to identify partners in both houses of congress for this effort. 

•• 
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In the meantime, Philhealth must develop its reimbursement packages 
in order to ensure appropriate financial support for the autonomous 
facilities as they emerge. 

Finally, an aggressive advocacy campaign must be initiated to 
overcome the strong resistance to the corporatization of government 
hospitals especially by staff of these institutions. Advocacy should 
emphasize the advantages of autonomy and assure transitional 
arrangements that will not unduly endanger the employment status of 
current staff. 

--- 000 ---
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Objectives: 

I. [ I I. I [ I: Ii I. I. 

Activity Plan 
PANGASINAN PROVINCIAL HOSPITAL 

I. I: I: 

This project is expected to completely carry out hospital reforms in PANGASINAN PROVINCIAL 
HOSPITAL. The LGU has expressed their desire to change the organizational fOfm of the provincial hospital into a 
Government-Owned and Controlled Corporation. 

The objectives arc: 

I. To apply the corporatization procedures to the Pangasinan Provincial Hospital. 

2. To provide assistance in institutional capacity building toward a corporate design. 

3. To formulate the tools/technology required to provide the assistance. 

4. To document the experience to improve the corporatization process. 

I. 
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I ACTIVITY TASKS -T---- TIME FRAME---
--------.-- --_._-_._-

The hospital 
implements 
revenue 
enhancement 
measures 

Improve Billing and 
collection 
procedures 

> The CEO organizes the hospital 
costing team 
> The costing team is trained on 
costing and rate selling methodology 
>Hospital costing team conducts 
costing study 

>Costing team submits results for 
approval 
>Costing team conducts rate selling 
exercise 
>Costing team revises fee schedule 
>Cosling team submits revised fee 
schedule for approval 
>MSH trains costing leam on 
procedures writing 

>MSH orients the cosling team on the 
different processes of billing and 
collection 
>Medical social worker revises patienl 
classification criteria 
>Costing team revises billing and 
collection processes 

DEC JAN FEB MAR A I'R I MAY -_._----

- .. ---.-~-

I I I I I 

PERSON OUTPUT 
RESPONSIBLE 

--- --_.-._-----_._-------
>Costing team is 
organized 
>Costing Team trained in 
costing & rate selling 
>Costing of cost and 
revenue centers 
conducted 
>Costing study approved 

---
-·>Rate selling of services 
done 
>Fee Schedute revised 
>Fee schedule approved 

>Cosling team trained on 
procedures 
>Costing team oriented on 
billing and collection 
processes 
>Patient classification 
criteria revised 
>Billing & collection 
processes revised 

--, 
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ACTIVITY TASKS 
DEC ,JAN 

The LGU >MSH provides LGU with the 
organizes the guidelines to establish the hospitat 
hospitat Board board 

>LGU setects and engages 
members of the hospital board 
>MSH orients the Hospitat Board on 

__ .c _______ _their rqlesilnd re~onsibilities .... ~---._-_.-
Hospitat Board > The hospital board selects and 
appoints the hires the CEO 
CEO/Hospital >MSH provides the Hospital Board 
Director the proposed authority/timitations of 

the CEO 
> The Hospital Board agrees on the 
authority and.lir11i!ations of the CEO_ --------

Start pre· > The LGU conducts an inventory of 
incorporation assets and liabilities, and personnel 
steps audit 

>MSH assisls in providing legal 
remedies to the issues identified in 

______ ..___ ._ .... \~~.E~O'c~~~ ... __ ....... _______ ..... __ ... _ ... _.._ .. 

% 

I I 

TIME FRAME 
FEB MAR 

--

i------ .. _--

----

--... ,,-_'''' . ....... --

I II[ 

APR MAY 

- -- -.-_._--

-------

L IE 

-----
PERS( 

RESPON~ 

ON 
SIBLE 

------.-

Ii I. I: 

OUTPUT 

Guidelines provided 

>Hospital Board Members 
appointed on advisory capacity 
>Hospital Board oriented 

1----- -------
----"CEO/Hospital Director 

selected 

--------

>CEO authorities provided 

>Hospital Board delegates 
powers to CEO/Hospital 
Director _ .. --.--. I 
>Inventory and audit conducted 

> Transfer issues resolved 

I[ 

--.. "-.. _- '" . .... -'", ... '''-,---- -_ ...... - J 
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TIVlTY TA 

I Hold preliminary -1 >Contact LGU and se' 

SKS t= -- TIM E F:-R;-A:-,;M~-'Ti'f~:-.-:o;··::-r7:-~:-1-" 
-;-.,--.,----o-------.~ DEC JAN FEB ~_AR APR MAY 
date of meeting ,- -- ----

meetings with the LGU >Draft agenda for the neeting -- -- -- -- --

'---~"'-1 >Hold meeting, orient 

Formalize technical 
assistance to LGU 

~esent areas of possit 
>MSH orients the LGU 
representatives on cor 
different steps to achie 
>MSH arranges for the 
>LGU signs MOA with 

.GU on the project, ,---- ----- -- -- - .-~-:: -- -

lie technical assistance 
and hospital -- -- -- -- --
loratization and the -- -- -- -- --
Ie conversion 
signing of the MOA 
the DOH to formalize 
Jchnical assistance arrangements for the t 
',cacy campaign --- -- -- .. --::-- ... ------ .. -----1-~'-'---~~---~-'''>HOMS conducts adv, The LGU decides to 

institute reforms in the 
hospital 

Formulation of the Legal 
instrument 

Provision for regular 
subsidy 

>LGU formutates the t 
>LGU submits transitio 
health office and HOM 
>CORE GROUP is org 
ando"erseeil1:'plcmen 
>MSH provides a temp 
Resolution 
> The Provincial Health 
group drafts a Sanggu 
resolution 
> The Provincial Health 
group studies and reco 
basis for continuin9_SlJ 

ansition plan -- -- -- -- --
n plan to Regional , 
anized to coordinate -- -- -- -- --
alion Q.f tra~sitior1jllan ... ____ . __ ~~ ______ .... ______ , _._ ...... ___ ..... __ . 
late of the Sanggunian -- -- -- -- --

Board and the core -- -- -- --
liang Panlalawigan 

---- . --.- - -----

Board and the core -- -- -- --
-nmends formula as 
Isidies 

I[ I( • I[ I: 

------
PERSON OUTPUT 

RE SPONSIBLE 
Date of meeting set 

Agenda for the meeting 
drafted 
LGU and hospital staff 
oriented on the ro'eci ---.------
MOA signed 

>Advocacy conducted 
> Hospital oriented on 
corporatization 

Transition Plan formulated 
....... __ ... _. __ ... 

>Template provided to 
LGU 

>Sanggunian Resolution 
drafted and finalized 
Formula for subsidies 
incorporated in 
~an9: unian Resolution 

----, 
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ACTIVITY TASKS 

The LGU 
formalizes the 
transfer of assets 
to the corporation 

r-~~=~=---~I~E FRA~I~ _____ =:]--I)i~I~-SON-' ~' OUTPUT 

-. >Drafi the businesslfansfer agreemenlS-I-I)~:C -1 .J ~r-I-f I~E B __ I_~~_~JI_:,"-~I~rl M~::'JI_IU;~!)(~~~~~_I~~C_I>BTA drafted and finalized 

>Physical inspection of assels by SCPH -- -- -- -- --, I >Assels match with invenlory 

The hospital board 
conducts its first 
board meeting 

and the Corpora ton 
>LGU makes actual transfer of assets to 
the corporation 
>The LGU and the corporation and signs 
BTA 
>The hospital board: 
-elects its officers 
-adopts the corporate seal 
-establishes a principal office 
-fix place of regular meetings 
-authorizes signing and counter signing 
of checks 
-adopts contracts made by promoters 
-authorize the opening of a bank account 
and designate certain 
officer/representatives a authorized bank 
signatories 
-organize commiUees 
-authorize acquisition of property and 

\
' e",x",e,c"u, t"i,O, ,n" of cont,r,acts to actual 

commencement of the business 

>Assets transferred to 
corporation 
>BTA signed 

----_____ , ______ ---l 

>Hospital Board meeting 
conducted and adopts By-Laws 

~ 
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ACTIVITY 

Advocacy for new 
fee schedule 

Hospital explores 
other sources of 
revenue 

[ A~TIVITY 

Hospital formulates 
strategic/business 
plan 

Hospital improves 
its financial 
management 
system 

I I. I: I I: Ii. I I I I I Il. It. I: J 

-r-- ·fIMI·:pi{AM-i~-· .. ---- r-p'ERsmr-j-----<)lJTPUT 
[l)j~c JAN---';Ell--Fi\1AI{---;\I;'I{-'r-;;-1A vi RESPO~SI BLE 

> Ho-s-p'"it-alccc-o-:st7'in-g7te-a'-m-o-ri:-en-;t-s -:st-af;;-f -'-on- ----. ---------- -----,---,--- ,-. ---------T---------r>i-i'ospitai·-s-ta"'ff-or-cie-n-te-,d -on-

TASKS 

the new fee schedule I ncw fee schedule 
>Core group plans measures to inform >Plan to inform other 
hospital clients and other slake holders I stakcholders formula led 
on the new fee schedule 
>Hospilal campaigns for the adoption 
of the new fee schedule 
>Hospital implements new fee 
schedule 

>Costing team studies other options to 
increase revenue 
>Costing team formulate plans for 
other fund sources 
>Hospital implel11ents plan .L 

-TASKS 

> The CEO organizes the hospitat 
planning team 
> The planning team is trained on 
Strategic/business plilnning 
>Hospilal planning team conducts 
ptanning activities 
>Planning leam prcsents pliln for 
approval 
> The CEO organizes afinan'Cialmgni' 
team (FMT) 
>FMT is oriented on the financial 
management manual 
>FMT implements improve men Is in the 
firwncial systerns of the I)ospilal 

>Stakeholders are 
informed of new fee 
schedule 
>New fee schedule 

_ ___ ,-""plemented I I ____ L __ ---- - ' .---- .- I ---.-

---'--.-.. --... -;-. --.-.~--.. '~.--.-.. ---'-:-.. -.. -'-.. ' .. ' .. ····_·'-"1 l1MI, £. RAMIe 

f)E(;,I __ !~!:::J~:~-ljl" [MAR L'~:>I~:r~VI'\~ .. 

1.- • 

>Other sources of 
revenue explored 
>Plans formutated 

__ , _____ !,>Plans_i~lemented 

PERSON--l---OUTPUT 
RESPOt,SI BLE 

, .. ,',--. "-----j 
>Plilnnrng leam is 
organized 
>Planning Team trained 

>Slrategicl business 
plilnnrng conducted 
>Strategic/Susiness plan 
approved 
>FMT organized 

>FMT trained 

>Fin"ncial management 
5ystcmsirnp~ovcd _____ _ 

: 
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GUIDE TO WRITING PROCEDURES 

PURPOSES OF A PROCEDURE 

• Record and preserve the previous experience of the organization 
• Provide basis ror training, not only of new employees but existing stafr 

learning new jobs 
• Minimize learning time ror a new job and reduces queries ami 

interruptions to experienced staff 
• Establish a standard method 
• Force detailed examination and evaluation of me tho cis and the allocation 

of job responsibilities 
• Tie together the work of many people or departments ancl prov'ide lor 

cooperation 

A PROCEDURE IS DIFFERE"'T FRO:\l A 

SYSTEM 

POLICY 

which is a larger unit of work, A procedure is a part of the system which 
might include people and skills, layout, machines, supplies, tools and a 
number of procedures 

which usually provides broad guidel ines within which speci fie goals and 
procedures can be de\'eloped 

" 
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Choose Your Audience 

TYPE 
General 
Procedure 

, Department 
: Procedure 

! Job Summary 
I 

Job Procedure 

PURPOSE 
To tic together 
activities of 
many 
departments into 
the systems plan 

To mesh work I of2 or more 
i groups within 
: one department 

To describe one 
job in the 
organization and 
how it fits with 
others 
To tell worker 

. how to proceed. 

I
, Aids to training . 

Used to handle 
I work done 
I frequently 

STYLE AUDIENCE 
Gives brief All officers, 
paragraphs like department 
thos in heads, and 
functional I supen'lsors 
guides. Main concerned. 
forms used 
Covers flows, all Supervisor and 
froms, fi les, and I group leaders 
operations 

Main 
accountabilities 
and relationships 
descri bed 

Details all 

concerned 

Supervisors, 
Personnel, 
Jobholder 

Jobholder 
essential steps of concerned 
one job 

r 
, r 
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.. TRAi'iSLATE PROCEDURES INTO PLAIi'i E:'>GLISH 

PROCEDURES PLAI:"f E:\GLISII 

I. Ascertain Find out 
2. !\ccomplish do 
, 

Advise tell _L 

iii 4. Amclioratc Impro,·e 
5. Appreciable somc 

iii 
6. Composcd made up 
7. Compilation list 
8. Conformancc do, follow 
9. Discrcpancy crror .- 10. Designatcd named 
I I. Documcnts papcrs 
12. Dcemcd thought 
13. Disposition 
14. Expeditious rapid, quick 
15. Expenditure spcnd ... 16. Establish set up 
17. Furnish supply 
18. Forward send 
19. Facilitate allow 
20. Incumbent job 
21. Incorporate include 
22. Indoctrinate teach, show 
23. Issuance sent out .. 24. Increment part 
25. Initiate start 
26. Juxtaposition next to 

iiiI 27. Jurisdiction has the say 
28. Locate find 
29. Necessitate need 
30. Necessity need 
31. Origination start 
32. Operable usable .. 33. Overage too much 
34. Optimal best 
35. Proficiency ability 

iiiiI . 36. Pertinent applies to 

iii 
3 
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37. Procurement 
38. Prior to 
39. Reimburse 
40. Routed 
41. Surveillance 
42. Sequential 
43. Transmittal 
44. Termination 
45. Utilize 
46. Utilization 

Some Common Phrases 

In the event of 
In order that 
Serves the purposcs of 
Make a revision of 
Grant approval to 
Unaware of the fact that 
The individual jobholder 
In the normal course of events 
Come to an end 

gets 
before 
pay back 
sent to 
look, watch 
in order 
send 
end 
use 
use 

if or whcn 
so 
does 
revise 
agree 
unaware 
he 
normally 
end 

Note: These few examples only illustrate the point, which is: 

Write it as you would say it. 
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HOW TO WRITE A PLA YSCRIPT PROCEDURE 

Select a logical work cycle 

The procedure should present a major flow of activity in which the 
actions arc packaged bel ween a recognizable beginning and end. 

List the Actors 

Idcntify all of the pcople ill\·oh·cd and list them 

List the Action Steps 

Read carefully through any existing procedures and talk with the 
people involved to lind out all the things which have to be dOlle. Stick 
with the major now of activity that gets action along the mainstream of 
thc chosen work cycle. 

"latch up actors and actions 

Identify who docs what for each step listed 

Fix the start and I1nish points 

The action or event that starts the cycle is where the procedure begins. 
Spell out the results oCthe activity. the point at which the job (and the 
procedure) is complete. These are the brackets within which you will 
describe the action. 

Put all the steps in their right sequence 

\"'rite down who does what to complete the cycle. in the order that 
they should happen 

Improyc the writing 

Edit the description of each step to remove excess words. Dcscirbe 
what each actor does in plain. simple English. 

5 
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Number the steps 

Keep the entire process in its time sequence by numbering all steps. 
Handle simple exceptions this way. For instance, if you are writing 
step four, the exception can be indented as step 4a, 4b, etc. Avoid 
over-complicated lise of decimals, e.g. 2.1.1.3 

Choose a Title 

A good title tells brieOy what the procedure covers and separates it 
from all others. It is better to use five or six words which truly 
describe the work cycle than one or two words which do not. 

If you are revising an existir.g procedure, stick to the existing title. 

The effective procedure gets into the how-to-do-it quickly . 

Get users to agree to the procedure 

Circulate a draft and ask for approval or suggested changcs . 
Alternately, circulate copies and then have a meeting at which the 
procedure is described and try to get everyone to agree in onc go . 

. [ 
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5. 
6. 
7. 
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10. 
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... 14 . 

15. - 16. 
17. 

... 18 . 
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ADVANTANGES OF A PLAYSCRIPT 
PROCEDURE 

Makes procedures easy to \\Tite 
Makes procedure easy to read 
Reveals any duplication in the action 
Reveals any backtracking oftheaction !low 
Saves coordination time 
Lets each manager readily see ifhe is ill\'oh-cd in the proposed action 
Each manager can sec the relationship of his department to other in til.: 
specific team-play 
Forces the writer-analyst to think in terms ofa logical work sequence 
Peoplc focus on the work, not the words, in a procedure 
Forces a decision on \\'ork responsibility 
Makes sense to people. They like its simplicity 
Leads to direct participation. People pick up the format and usc it 
naturally 
Increases enthusiasm of operating people for the system. The plan 
now becomes clear to them 
Communicate well. Talk about work in a common language-simp!.: 
English 
Reveals a complex tcam-play, but docs no so simply 
Fewer words 
The analyst can sort information as gathers it. He rejects information 
that docs not make the procedure proceed 
Provides a uniform procedure format that e\'erybody gets used and 
understands 
Gets procedure proposals started right. People originate their OWI1 

procedures in this style, sending in proposals that arc easy to 
understand 
fVlakes it easy to connect the work sequence of various procedures 
Changes are easier to make. You can sec what effect each proposed 
change will have. 

7 

" 



... 

... 

... 

... 

... 

-
... 

PROCEDURE CHECKLIST 

First Impression 

I. Does the procedure have a heading that says "Procedurc"? 

2. Docs thc procedure's general appearance make it look interesting? 

3. Docs it avoid a cluttered dull look due to many boxes and approvals? 

4. Is it balanccd on the page') Docs it have \\·ide white margins? 

5. Arc the paragraphs short? Do they ill\'itc easy rcading? 

Thought Behind The Procedure 

I. Docs the subject (titlc) really tell what the procedures is about? 

2. Does the writing revcal the purposc of the procedure? (Not "talk around abollt" 
the subject.) 

3. Does thc procedure seem to "packagc up" the subject matter well? Do sub
sections go together logically? 

4. Does the procedure answer all how-to-proceed questions? 

5. Is the action pattern in logical, step-by-step OJ·der? 

G. Docs it include the main exceptions? 

How Well Docs It Guide'? 

I. Docs it tell each doer the steps hc is to take in the action pattern? 

2. Docs it do a good job of coordinating the action? Secure cooperation? 

3. Can the reader understand it without "study"? 

4. Does it specifically spell out forms, approvals, conditions? 

5. Does it tell each man enough about the other man's role as he can work with the 
other man intelligently? 

6. Can it be used to train new staff? 

8 
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ADDITIONAL POINTS 

1. Don't save paper and spoil the procedure 

2. 

3. 

Don't try to make onc procedure CO\'cr too many conditions or jobs. Print 
largc cnough for comfortablc rcading and use plenty of white space on 
uncrowded pages. 

Handle forms separately 

Don't dcscribe how to complete a form or record in the body of the proccdure. 
It's often a good idea to include a completed e"ample of each form ami record 
as back up sheets. 

Flo\\"Charts should improve understanding 

Make sure that charts improve the readers understanding and not bamc them. 
Includc a chart to illustrate the main points or !lows. Keep its simple. ami 
think in terms of the user's needs and knowledge. 

·t Review procedures regularly 

Encourage people to suggest or report changes to procedures and set up a 
regular review schedule for all existing material. Keep a special ccntral file 
for each procedure in which you can accumulatc background material and 
ideas for improvemcnt until it is worth doing a rcwrite . 

5. Seek and destroy obsolete procedures 

When you issue a revised procedure. include clear guidance which enables 
manual holdcrs to identify and destroy obsoletc material. At least annually. 
purge existing manuals to enSllre that they contain cotnpletc and up-lo-date 
materials. 
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FLOWCHART 

A Flowchart is a pictorial representation showing all of the steps of a process. It 
is done to identify the actual ideal paths that any product or service follows in 
order to identify deviations. Flowcharts provide excellent documentation of a 
program and can be a useful tool for examining how various steps in a process 
are related to each other. Flowcharting uses easily recognizable symbols to 
represent the type of processing performed. 

Start 

Decision 

Stop 

By studying the flowcharts you can often uncover loopholes which are potential 
sources of trouble. Flowcharts can be applied to anything from the travels of an 
invoice or the flow of materials, to the steps in making a sale or servicing a 
product. 

The flowchart is most widely use in problem identification in a process called 
IMAGINEERING. The people with important knowledge about the process meet 
to: 

1. Draw a Flowchart of what steps the process actually follows. 
2. Draw a Flowchart of what steps the process should follow if everything 
worked right. 
3. Compare the two charts to find where they are different because this is 
where the problems arise. 

r 
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Flowchart - Admin.lService Example 
Emergency Department! Radiology Process 

ED Physician 
Requests X-Ray 

Ccmpuler 
Prepared Form 

Av?il?hip. 

Yes 

Physician 
Completes Form 

Palient Able 
To Go To X-
Rav Alone? 

Yes 

Palient Arrives 

Requisition Is 
Given To Clerk 

Is Requisilion 
Complete? 

Yes 

Clerk Registers 
Patient 

No 

No 

No 

Obtain Form 

Oblain Escort 

Call ED_ For 
Information 

• • 
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PROPOSED GUIDELINES IN ORGANIZING 
A HOSPITAL nOARD OF TRUSTEES 

I. \\lIA T IS THE PRJ:\lARY FU:,\CTIO'i OF TilE 1I0SPITAL BOARD"? 

The Board of Trustees shall have general charge of the propertics. business. 
affairs and transactions of the Foundation with the power to manage, direct and sup.:n"ise 
the same under its collective r.:sponsibility as pro\"ided in the l3y-la\\"5 or conferr.:d upon 
it by applicable laws and regulations. (\10d.:l By-Laws of a non-stock. non-pro!ll 
corporation). 

The hospital board has the ultimatc authority and r.:sponsibility lor patielll c"rc 
and the ovcrall quality of sen"iee in the hospital. It provides the general direction alld 
guidance for the managcment and operation ol-,l1e hospital. The board is established 10 

SCIYe as a link between the community and the hospital. 

2. WHAT ARE THE ROLES AND RESPO:'\SIBILITIES o.F 1I0SI'IT.,\L 
BOARD !\IE'\lBERS? 

The following are the proposed duties and responsibilities of the LGU hospital's 
board of trustees: 

• To ensure that the basic mission of the hospital is accomplished 
• To determine the policies of the institution in relation to community 

needs 
• To assist the Provincial Governor in the financial management of the 

hospital (including the review and approval of financial plans) 
• To ensure that hospital financing is sufficient to pro\'ide services of 

acceptable quality and enforce busincss-like control of expenditures: 

• 

• 

• 

• 

• 

• 

• 

• 

To mobilize community rcsources (including funds) for thc operations 
and dcvelopmcnt of the hospital; 
To ensure that the current volumc and quality of scrvices pro\'ided is 
attuned to the standards of the health carc industry; 
To coordinate professional interest with administrativc, financial. and 
community needs 
To assist in information dissemination about the hospital programs, 
policies and needs: 
To generate community support for and participation in the hospital 
programs and operations; 
To help make the hospital as a center ofwcllncss through a hospital
based primmy health care program; 
To protect the assets of the hospital [To provide for the safe 
administration given in trust 1 
To keep accurate records of finances and activities 

•• 

5t 



\:Iii 

iii 

... 

... 

• To surround the patient with every reasonable protection, thereby 
fulfilling the moral and legal responsibility of the board accordingly 
by: 

a. selecting qualified administrators and hospital 
personnel 

b. appointing only on thc basis of merit; and 
c. not profiting by connections with the hospital 

The board would hire the hospital's Executive Director who would in turn, hire 
stafTand operate the hospital 

3. HOW ARE THE HOSPITAL BOARD i\lEMBEHS SELECTED? 

Hospital Board Members may be selected in the following manner: 

a. 

b. 
c . 

d. 

A selection committee may be formed to invite various 
groups to submit nominees to the hospital board; 
Thc selection committce scrccns the nominees; 
The sclection committee submits a short-list of qualified 
pcrsons for board membership to thc local chief executive 
(provincial governor); 
The Local Chief Executive appoints the board members 

To ensure continuity and the presence of experienced board members at any gi"cn 
time, terms of office should overlap. Integrity, intelligence, interest, proven dccisi"cness 
and dedication should be given weight in the selection process. 

4. HOW MANY MEMBERS SHOULD COMPOSE THE BOARD? 

In stock corporations, the number of directors shall not be less than five but not 
more than fifteen. In non-stock corporations, the number oftrustecs may exceed fiftcen. 
(Corporation Code, Secs 14 and 32) 

The board of directors should be made up of representatives of go'·crnment. the 
concerned community, and the medical profcssion. 

S. WHO SHOULD BE ELECTED I APPOINTED AS BOARD MEi\IBERS? 

Only natural persons may be admitted as members of a non-stock, non-profit 
organization (foundation), as such, the LOU itself cannot be an incorporator. 

t 
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In selecting or appointing the hospital board members, it is proposed that the 
search committee limits its choices to persons who have the right knowledge, skills and 
experience, time and inclination to ser\'e the hospital. They will be entrusted to protect 
the public's interest, ensuring that the hospital is serving the community hcalthcare needs_ 
Board members should be tempered by the realities of the issues facing the organization 
and the types ofexpertise required to address them_ (!I.-1SI-I, Hospital Board 1\lclllbcrs 
Handbook, Coast Pro,-incial General l-Iospital Mombasa) 

The Board Members should preferably Il<\\-e a variety of expertise, among of 
which arc: (hospital) finance and administration, medical care, public healtheare, 
govcrl1Illcnt rules and regulations. 

Potential board members may come from the following groups: 

Local Government Unites) within the hospital's catchment arca 
Hospital staff 
,,-.jedical practitioners in the community 
Non-Government Organizations / Peoples Organizations 
Religious community 

The board may also clcct, by a unanimous ,-ote, honorary mcmbcrs and officers 
who shall have no authority over nor responsibility for the operations of the Foundatioll_ 

6. HOW IS THE BOARD ORGA:,\\ZED? 

The hospital board may be organized in this manner: 

• Board Chairperson (e.g_ The Local Chief Executive or SP 
member representing the district where the hospital is located) 

• Vice Chairperson (Chief of Hospital - ex-officio member) 

• Board Secretary 
• Treasurer 
• Other members 

Committees Illay also be established to provide support or guidance to the board 
in the performance of their functions_ Here are some of the committees which 
may be established: 

• Exccu ti vc 
• Budget and finance 
• Quality Improvement 
• Strategic Planning 
• Medical Staff Affairs 

• • 
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THE CHAIRPERSON 

The Chairperson of the Board of Trustees shall be elected by the members of the Board 
from among themselves, and shall be the presiding officer of the Board of Trustees. 

THE CHIEF EXECUTIVE OFFICER 
Ar\D VICE-CHAIRPERSON 

I. The Chief Executive Officer shall be appointed by the Board of Trustees who 
shall serve as Vice-Chairperson of the Board and upon appointment shall be 
recommended to the Local Chief Executi,'e for appointment as member of the Board of 
Trustees. 

2. The Chief Executive Officer shall be selected by the Board of Trustees for a 
tcrm of (110. of years) or until his successor shall have been appointed: 
His appointmcnt shall be without prejudice to subsequent reappointment for similar 
terms, or until he shall have reached the age of (retirement age). 

3. He shall act as Vice-Chairperson and take over the duties of the Chairperson 
during his/her absence, incapacity or at the request of the latter. 

4. He shall execute bonds, mortgage and other contracts requiring a seal, under 
the seal of the (name of LGU hospital). 

5. He shall exercise direct charge of the (llame ofLGU 
hospitaf), and general supervision over the business affairs and property of the 
_-,-___ ---,- (/lame of Leu hospital) and over the subordinate affairs, agellls, and 
employees, subject however, to the direction of the Board of Trustees. 

6. He shall issue, enforce or cause to be enforced and modify and/or amend such 
rules and regulations governing all aspects of the (name of Leu 
hospital) as he may deem fit and necessary in the conduct of the aftairs of the 
________ (lIame o/LeU hospital). 

7. He shall present his report of the state of the affairs of the 
=:-____ -:-::----_-,--_ (/lame of Leu hospitaf) at thc annualmccting of the Board or 
Trustees and ii'om time to time shall report to the Chairperson all matters within his 
knowledge which the interest of the (name of LGU 
hospital) may require to be brought to their attention and such other time as required by 
the Chairperson. 

8. He shall sign all contracts in the name of the ___________ _ 
(name of LGU hospital); 
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9. He shall countersign all checks, treasury warrants, money order and other 
negotiable instruments in the name of the (name of 
LGU hospital); 

10. Hc shall appoint and fix the tenurc of offices at his discretion. rCfllO\'e or 
suspend temporarily or permanently and fIX the compensation as he m"y from lime 10 

lime think, til the personnel of the (name of LGU 
hospital) and shall determine their dutics and responsibilities and may require security in 
such instances andin such amounts of accountable personnel as he may scc fll. subject 10 
Ihe rC\'iew of the Board of Trustees and subject 10 existing Ci\'il Sen'icc or L,bor Code 
rules and regulations; 

II. lie may creatc such COll1millCCs or 'lppoint such illlliyiduais as he may deem 
fit for the proper and efticicnt function of the (name 0.
LGU hospital) or to assist him or the l30ard of Trustecs in the accomplishment of any of 
the objecti\'cs of the (name of LGU hospital) and related 
actiyities. determine their function, composition. duties and responsibilities; 

12. The Chief Executiye Ortieer, subject to the revicw of the Board shall initial': 
changes in the organizational structure of the (name of LGL 
hospital) 10 make it more responsive to the allainmcnt of the goals and objectiyes of the 
__________ (namc ofLGU hospital); 

13. He shall do and perform all things incidental to the posItIon of th.: Chief 
Executive Oftlcer of the (name of LGU hospital) and 
such duties as may be assigned to him by the Board of Trustees; and 

14. The Chief Executive Officer in the performance of his duties and 
responsibilities, shall have his principal assistant an Assistant Director to whom he may 
delegate the powers and authority to perform any or all of the duties of the CEO or to any 
other Senior Officers except as Vice-Chairperson and member of thc Board of Trustees 
during his absence due to incapacity or at the request of the former in writing and such 
other duties as the Board may from time to time prescribe. 

THE SECRETARY OF THE BOARD 

I. The Secretary of the Board shall be appointed by the Chairperson or Vicc
Chairperson to sen'e on a part time basis and shall receive such allowances or 
remuneration as the Chairperson or Vice-Chairperson may from time to time. 

2. He must be a citizen and resident of the Philippines. 

3. He must keep full minutes of the meetings of the Board of Trustees; 
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4. He shall attend all sessions of the Board and record all votes and the minutes 
of all proceedings in a book to be kept for the purpose; 

5. He shall give or cause to be given notices of all meetings of the Board and 
other duties as may be prescribed by the Board of Trustees or the Chairperson 
or Vice-Chairperson under whose supervision he shall be; 

6. He shall keep in safe custody the seal of the 
(name of LGU hospital), and when authorizcd by the Board of Trustees, affix 
the seal to any instrument requiring the same, and the seal when so affixed, 
shall be attested by his signature. 

VACANCIES I;>'; BOARD 

If there shall be any vacancy for any reason in the Board, the remaining members of the 
Board shall inform the Local Chief Executive through the Chairperson of such ,·aeaney. 
Any vacancy in the Board of Trustecs shall be filled by appointmcnt by the Local Chief 
Executivc, and such appointee shall serve for the unexpired terlll . 

BOARD RESIGNA no;>.; 

Any member of the Board of Trustees may resign his officc at any time, such resignation 
shall be made in writing to take effect from the time fixed in the rcsignation, but in no 
case less than fifteen (15) days from thereof. The acceptance of the resignation shall not 
be required to make it effective cxcept in case of accountable officers. 

COMPE['I;SATJON 

The appointive members of the Board of Trustees shall serve without compensation . 

r 
[ 

• I 

I 

l. 

" 



l. 

1111 

i. 

1_ 

THE PROPOSED EXECUTIVE OFFICERS 
OFTHE LGU HOSPITAL 

TilE CIIIEF EXECl"nn: OFFICER 

The Chid b;I..'CHli\'\,;, Ofliccr (CEO) s.h"l1 cxo:rcisc di!ect m:m;1~cll:c:!l :!.:Hl 5-~l~:"·~\.l":0:1 
o\'er Ihe blls.incss afl':lirs of the hospital. 1 It: sh:dl also b: '!CS1£;l::;:C{! as ,=:;: \-icc
chairperson l,f th.: 1 h.lspilars Board of TOI!>ICC5. (:-C': \'KI.:"·CJ;ai:i!:'·:-';"~:~ m;"':cr 
Proposed Guidc1il~CS ill Org:mizing a lIospi!:1\ BC):1rd ofTHl:,,:c •. ::-l 

TIlE ASSIST,':\T IlIlU:CTOlt 

The Assistant !)in .. · .. ,:k'r ~h.111 be ,lppoilllCd by :h..: Chic! F~Co.::~l:J\;: Of::.:c :",,~.~ :cm ~,f 
______ (IIU. (~r.l-nl1').) or mllli hi'i sUCc,,:SSl)f :-!~:111 h.1\(' :.·C ... ·l~ ";';'l.,;;::::,,! th~ 

"ppoin\m .... nt sh:lll be without prcjmii(c'i to ~ilhs"::~'i,:cr'l rC;'l.;'i'O:l::::::..':': :~y ..... :;,nbr 
terms or until he Sh;lll hil\'C rC:Khcd Ihe age 01 ________ {,-:!i:~m,:::tl. .~.:;d_ 

lie shall be vested with all the ;K'wcrs ;md nUlhorilY ;lml r('quin.'.! :'" r.::-f .. :::::, .",y (': ;!.Ii 
of Ihe dUlic's of the CEO. cxo:pt :IS \,i.:c-Cha!rpcr:-l~:l :l:~d ll:("l:~h:: .. ~f ::::.:- B~>.~~ .. ! ~I.r 
T nJ~ICCS during the ab:,cllcc of Ihe bller due to inclj':lci:y 0; .11 li,;: =-::~;::.:~, (>( :~:::;- t.,::.:r 
in writing and slH.:h other Jmies 3S the llo;tnll'f ,he U!fcc'or :~:;\y fw:~~ ~;::t;.: :," :::t:c 
prescribe. 

TilE CIIIEF OIYlSIO:\ OF ,"[Ole, I. STAFF 

I. The Chief of tile Division of ~ 1edical $!:1.ff shall be 2p;~oil',:('J ~y :b: 0:0 
for a term of _ (I/o. ~r.\"ew:,·) wiliwlIl prcjm3icc 10 $ll::S.-:;-qt:.C:1~ 

reappointment for $imilar lcnns or until he shall ha\"c ~c3chcd 1!~:! ~gc of ___ _ 
(retirement age), 

2. The Chidofthe Division of~1cdical Si~n'who Sh31l fo;~!1 i:.:.:C"!:s ~nJ 
purposes be c.~l1ed the Chief of \lcdical Staff is responsible 10 :hc CEO :t.~r 3H 
llK'dical :md professional ac.i\'itics. including all adminisir3,j\·c m::mC:"$ :~!,'::Cl"l: m ,he 
discharge of such functions; 

3. He shall be n:spollsiblc lor slIpcn:ising the f13nc:ions of ~1l! ;:,;; :~,;;,jtC:l!. ~nd 
diagnostic depart!1ll'lllS of ihe . (n~Hnc or LGL" ::O~j'\i~:;i) ;Htd 
insure the observance of allihe niles ;"Ind regulations ofthl' ______ . ___ _ 
(nnme of LGC hospiw\). 

4. He shall help coordinate the 1r<llning of lhe members of :he hn,tSC s:;;.tT 
eXcluding Ihe formulation of the training curriculum: 
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5. He shall rcporl monthly 10 the CEO of the ________ (n:mte of 
LGU hospital) on the slate of medical practice in the ___________ _ 
(name ofLGU hospital) . 

6. He shall exercise technical supcn:ision and comral Q\-er the .2:lk and file of 
the para-medical personnel in the (l1:lme cf LGU 
hospital). 

7. He shall be ex-officio member of all s!anding 3:~J sr:.:ci;ol C0:armtt::6 ofrll..: 
Medical Slarf; and 

8. lie shall perform such olller duties and rcspons:b.lili::$ :::J;i m3y Ol.! re,;;.ui,('d 
by the CEO of the (n:lmc of LGC hospit:li} (>r dunag th~ 
former's absence by the Assistant Director (')f by the llQ3,d of Trus.:ccs.: 

9. lie sh;'lll perform such olh<:( elmics as the 13C;1ra or :J,:,: CEO r.~.l!y f:o:tt IEm:: 
to lillle pr..:scribe. 

CIIIEF. D1nSIO:-; OF ,\!»II:-;ISTR.,TIO:-; 

I. The Chief of the Division of .. \dmilliSir"liOll Sh3l! he ;:'lllf.:.)i:HcJ hy tt..~ 
Director for a tcrm of (no" of y~>ar.5) \\ ;ih-cut p;.:jl:Ji("(" t<l 

subsequent n:app\. ... ip,tment for similar It:rmj or Ulliil b:: s;l~ll b~Y;: ;-C.l':!!"' .. "! rrl1(! ~,::;c cf 
_____ (rctirement agel: 

2. The Adminislrai.Or $h:li! ~c a r::c{l~:'lii'('d :';':':C!:dbt ,., t!.)spit:d 
administration who need 110t be a member ofi~l" mcd:c~l pr\.)fc:S$;{m: 

3. He shall ha\"c direct charge of Ihe adminisi'-l:i\"e ;lSrCC:$ of the Cc,::cr·s 
operation; subject 10 the cOlufol and super .. isiol1 of l.r:e CEO ;1mi 0:- t~te Assist:mt 
Director; 

4. IIe shall keep full and accmale accQunis of rcccip;S.2roJ ciscm'Sem¢ltt and 
other transactiolls in books belonging to the (,umc of 
LGU hospital), and shall deposit all mO:leys and olb:::- \";ll!..l3bk cf:-':.::ts in ,he n:tm..:
and 10 the credit of the (:l;!me of LGC r:ospi~ai) in $u..::h 
depositories as Inay be designated from lime 10 lime by Ih.: i10ard ofTms.!c.:s.: 

5" I-Ie shall issue and sign checks oflbc (ll::m.: of 
LGU hospi!:!.!) upon properly drawiJ \"ollcbcrs authorized ~y lhe CEO c;- t!:.: AssEst:mt 
Direclor. so designated by Ihe CEO or Ihe Doard of Tms;.e~s i:, \\:i;:i:1g.. :md s.bU 
endofse for deposit all checks. Ireas-my warrar,1s, m.oney c,d;::- 3.:i.rl o:her n¢g.J:l:1.bk 
instrumellis for the account of the {I:.:m.;> c/ (.i: .. ' LGL" 
hospital) in such bank or banks as may be lil-sign.,u:o hy 11:," B03rJ 0fT,...:s:ccs; 

6" He shall disburse the funds of IOC (:1::lime ~f LGU 
hospital) as may be ordered by the CEO. and shall rCp.def 10 ,~:e Ch",!trpe,s0:t. l'h~ 
CEO and the 130nTd at the regulilT meeiings of Ihe BOJ~J of T m$h~es anJ J.U such otha 
times as may be required. an <lccomU of all his IranS:l.nion5 ~s A~lni::is,r;'t:'vr ;'lmt of 
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Ihe fin<lncial condition of Ihe Corporalion and nl Ihe regular :Heeling of [he iloard of 
Trustees in (month,ex. February) of each ye<lr similar 10 a report of (he p!eccdin.g 
year; 

7, He shall do and perform all Ihe funclions ~nd dUlies i::cider.t;'ll :0 a 
Treasurer anti Propeny Custodi;'ln and; 

S. f Ie shall prcp:ue II:e n:mual tH:dgCI of the _________ ~:1:::,"C uf 
LGU hospilal) for the CEO nOI later lh~ll I!:e end of (lr:on,h- 1.":\ J.E:l~.~,y) ('! ~;!..:~'! :-c;';~ 
for presenlation to Ol:HJ al'pro\'al of the Bo::"d ofTnlslccs . 

TilE CHIEF, [)j\'ISIO:,\ OF EtH"C.YflO:" ..\:",1) TR·\I:"I:"'\' 

I. The Chief of (he Di\-isioa of Edt~cH:oa :Hld T:.li:l:'~g ~~;~li h: ~:;~;'.:'\:~::;,.'..! to:-
the CEO for a term of _______ 1/;0. o(\c,:nl \\I2!:CU! t~..:-.l::':~-:-;': :,) ~::~~t:'~::,::H 

reappointment for s1lnllar .t:rms or 1];1::1 ho: .. h;dl ~,:\\>: :~.~'--~:,:,! '::c _'-:;c _':" 
(reun:ment ~gc). 

2. The Chit'f. Oi\'isi{)jl of Edtll.:ation and Tr;lim:;g :-.:;.:;i ct" :~::: ;,:t:'.'::lr:d 
r\ssist<llll of the CEO in fOfllmlating and canying 01:1 ,he t::.:il:c;:::,'n ;~::,! t::tm::lg 
program of medical. para,mt::dical :md 1;,y 

~ ______ (n:mlt' of LGL hl1~p";II): 

J, lie sh,llI e~ercjse technical SUpcTY.:-.io:l ~\;~tI ((w!:~oI ;~l :;:;.: ::,1 ':',::"s ;~"·s:_,m:> 

\\ hich are medical ill nalme of ,he \'aril'\lS Dp .. isl(l::s ::::d D'-'i'.1:1:::~':1~:< ,~:' ,b .. ' 
_________ (Ilamc of LGIj iwspi'al), .-

4, He shall recolllillend to the CEO for :tppro\':tl ;l;~;m:':i"r:;,:c ;x,!t,,':cs ;:mi 
guidelines 1Il carrying Ollt his functions as Chief of ihe OiYIS:{'>;, ,-~:' [.:h;:{":t::0:: :mJ 
Training: 

5, He shall stimula!e a high qua!ity of If;1i:li::g r:og:.-:m 10 1:~~~Jr;~ :1igh 
standard of medical practice in the (:um:: of LGC ~l0'$pi::lll 
and in the communit)': 

6. He shall coordinate lhe particip;Hion of the ~1cdiaJ S;3:'f f:1~n:'t-;::s t:] the 
implementation of the nalional hc:'IIth care programs: a:1d 

7, He shall perform sHch other duties and respc:~s;bi]i:ics !;~~! ;,:,;,y b:" r~.;m,cJ 
by the CEO of the (l~';!:,~;: (!If LGi: h,"1.~~:::,;n" N 
by the Board ofTmstccs: 

TilE CHIEF, DI\'ISIO;";: OF nESE.,\RCIl 

I, The Chid of the Division of Rt'SC;1fCh ~hall ce 3p;~oim('.:i by ~::(' CEO of a 
(crill of (I/O, o!ycars) without prej;uJicc 1.1 s:lbsc'1!:c-n: :Nr~i!-~mm(',u 
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for similar temlS or until he shall have reachcd the agc of _____ (retirement 
age). 

2. The Chief, Division of Research is the principal Assis!;:nl of the CEO in 
carrying oul all research activities of the (name of LGU 
hospital); 

3. He shall initiate. encourage. rC\'iew, screen and in:c£r.::c ::!in ~csci!rch 

programs. activities and research protocols in the (1'!;"H11C of 
LGU hospital) to ensure eflicicncy; 

4. He shall assist and coordinate the rcsearch r{"qllifemcn~s cf ':1.C diffcrent 
dep,mmenls so Ihal their projects could be c:-srried out smoolhiy. Th~s \\'il! i~ch.!de 
assisting im'estig.Hion. sccure rcsc:Jrch funds and coordin~:c :hc ~15'<!" of res.c:;:'"~h 

cquiPIlll"llt to prl"cluJc dupliGllion of rcsc:lrch eqlJipmcn: and rcs.c<"!o:.:h ct1o:ts: 

5, lie shill! conduct scminllrs. prescribe cOllfcrc;:ccs. ft:lr !hc ~~:::da;c.~l s::dr tor 
the purpose of ilH"igoraling the members of the medical s.:a;T (J)l :::.: d:,1~re;,: ;l:<,?;:..::ti 
of research and its re!c\'ance to their pra":lice of medicine; 

6, lie shall dcvice rC5C;JfCh plans ;Jnt! monllor thc p:og.:C5.S {II:-;l!i rcs-::-::r..::h 
aCli\'ilies: 

7, II.: shall integrate Ihe eiforls ;lnd aCii\'ilies o.)f mcn::i::c;s 0: :h:: ~kJi(":t1 
SIan: fdlo\\"s and residenls from the differenl (kp~r;nlCf!!S in ~li =':-S-::-::=-dl ;:.,:::\'itt(,.'$. 

and 311 projects; 

8. lie shall slimlll;Jle alllong the medic;11 staff mcmb..:rs \\l:!l H'<!"W !~~5~'J~dt 
ideas and concepts for gn':;Jter crcalivily and product!\":ly; 3!i.d 

9. He shall pcrfonll stich dtl,ies that Ill;}), be ~SSig:1Cd 10 him by !:~-::- CEO f:ctn 
time to time as Ihe need arises . 

TIlE CIlIEF, DI\'ISIO" OF "liIlSI:\G 

I. The Chief of the Division of :-':ufsing shall be appoin::::d by i~e CEO !i.'" ;l 

term of (110, o/years) without prejudice 10 subsC~1uc;~, rcapp.ll"!~m:::m 

for similar terms or uniil hc!she shall havc rcached Ihe age (:e,irc:ncn.i. 
age), 

2. The Chief. Division of Nursing or the :--:ursing Dir:::-cnor s;,;:Jll L~ r::s.?<.l:l::ii1:tk· 
10 the CEO for all N"ursilllz care aCli\'itl;:s of i!,e tn.1m.:- of 
LGU hospital) including ;uch :-sdminisirali\"c ma!:("rs i:}i;;:f("n! in :h.:- p-;:-rf;J;;~,;lm:<! of 
his'h("r duties and responsibilities; 

3. lie/She shall de\'c!op a cOl1tinuing progr;lln fo; upgl":!..!ing ,he qu;,:!!~y or 
nursing care, with emphasis on crilicll! care; 
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4. HelShe shall develop programs for increasing the kno\\"!cdge 2nd c:'I.r--crtise 
of all members of the nursing staff; 

5. Hel She shall prepare for the CEO a comprehensive recruilmc"l p~ogr.!.m to 
ensure a continuing source of good nursing ll1ateri~l; and 

6. lIe:She sh:tll perform such duties :md rcs;:cnsibilili..:s (0;1\ Ill.:!y tu::: '-1ssign~d 
to hilll11cr by the CEO fWllllime 10 I:mc. 

HE.\IOVAL OF (lFFICEHS 

All offu::crs of the 
subject to fClnovill fOf "::'Iu:;.c in ;ICCQn!ancc \\ ilh \.::'\;~l:;:g. Ci\-:l S::~-;;;:c 0~ L;obur C~~~!<: 
rules and fcgub:i .. ms. whichcwr I:; ;lpplicablc . 
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PRE-INCORPORATION STEPS FOR LGU-OWNED HOSPITALS 

In transforming the management and organizational form of a public hospital 
from a ciirect LGU-owned and operated entity to one which is managed by an LGU 
created corporation (stock or non-stock), the following preliminary steps must bc 
undertaken. There arc se\"en pre-incorporation steps: 

I. 
2. 
3. 

4. 
5. 
6 . 

. !J1\"cntory and Valuation of Assets 
Im-cntory (Audit) of Liabilities 
Prepare Nc\v Organizational Structure and Statement of Duties ~nd 
Functions 
Personnel Audit 
Preparc the Shareholdcrs' i\grecment 
Prepare the Business Plan 

The first li\'c steps are prerequisites to incorporation. Since there will be a shin in 
the hospital's ownership, management, and organizational form. these steps \\'ill help 
ensure a smooth transition II'om the old to the new organization. 

The business plan (step if 6) is optional, but it is nonetheless userul for the 
corporatizing agent to have it at the earliest stage. 

PRE-li'iCORPORATION STEPS FOR LGU HOSPITALS 

1. Inycntory and Valuation of Assets - The LGU must conduct a comprehensi\'c 
inventory of all hospital properties that should rightfully be transferred to the Provincial 
Hospital Foundation Inc (PROFO). Subject to approval by the COlllmission on Audit 
(COA) and acceptance by the SEC, the appraised value of assets to be corporatizcd less 
total liabilities imputable to the concerned hospital unit!s will establish the government's 
investment or contribution in the PROFO. 

Hospital assets should be listed and described preferably as follows: 

a. Land and Buildings - date of acquisition or construction, fair market 
value, deed of conveyance, certificate of titic, latest real properly tax 
receipts, zonal valuation, etc. (Annex A); 

b. Motor Vehicles - make, model, book value, proof of acquisition, 
certificate of registration, etc.; 

c. Other properties classified as capital equipment (Annex B) 

d. Supplies and materials; 
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e. Cash on hand and bank depositls; 

f. Accounts receivable - e.g. fi'om insurers, clients, etc.; 

g. Lease contractls over properties rented by the concerned hospital 
units/s frol11 third parties; 

h. Undistributed budgetary allocation under the current LGU 
Appropriations Act (GAA) for capital outlay, personal expenses 2nd 
maintenance and operating expenses, and other properties. 

2. Invcntory (Audit) of Liabilities-

a. Secured Obligations - liabilities secured with real estate mortgage or 
pledge; 

b. Final judgements with pecuniary awards; 

c. Direct contractual obligations; 

d. Unsecured creditors in the legal order of preference; 

e. Contingent liabilities - third-party claims, guarantees and surety; 

f. Legal or contractual liens, easements and other encumbrances on 
property. 

3. Prepare New Organizational Structure and Statcmcnt of Dutics and 
Functions - As a separate juridical personality, the PROFO organizational structure 
should reflect the new shareholders/membcrs-directorsitrustees-officers-staff ,,·orking 
relationships. It will be necessary to draw the new organizational structure showing the 
names of the oftices/divisions/sections and to restate the duties and functions of each unit 
of the PROFO. The LGU should prepare its own expected post-corporatization 
organizational structure and plantilla of personnel. 

4. Personncl Audit - The audit of personnel will entail a review of the existing 
plantilla and the employment circumstances of all affected personnel in the context of a 
corporate set-up. This is indispensable to avoid any disruption in hospital operations and 
to avoid any violation of the right to security of tenure. 

2 

a. Employment Status - Hospital employees who voluntarily transfer to the 
CGI-I should not suffer a break in government employment. For those who refuse 
to transfer or will not be needed the new organization, the LGU may have to 
provide for their separation! retirement benefits under R.A. 6656 or retain them in 
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another LGU unit or order their detail in the CGH. Due regard must be given to 
the following factors: 

a.I 

a.2. 

a.3 

a.4 

status of appointment, whether permanent. temporary, contractual 
or casual; 

Civil Service cligibility; 

performance and merit; 

pending aciministrati\"t; or criminal case and other circurnstanccs. 

b. Plant ilia of Personnel ,- The LGU shall assign the original p!amilla of 
personnel to the PROFO on a secondment basis, subject to DB'.! appro\'ul. 
Abolition of positions due to corporatization is not recommendable, In !3Ct, the 
LGU can expect a need to increase the number of positions and personnel in the 
PROFO with the decentralization of administrative and financial sen'ices, The 
following steps are suggested: 

b.1 Prepare the list of atTceted plantilla positions; 

b.2 Re-title, re-c1assify, upgrade positions, and/or create new positions. 
where necessary; 

b.3 Prepare the new list of plantilla positions; 

b.4 Change or provide new item numbers i[necessary; 

b.5 Prepare individual job descriptions and qualification standards for 
all positions 

5. Prepare MemorandulII of Agreement and Supporting Legal COl1\'eyances -
The Memorandum of Agreement will be the operative act that will implement the legal 
authority for the PROFO to use assets and management of liabilities of the LGU 
Provincial Hospital. It will be most helpful if the LGU can present the specific measures 
that ",ill be taken in transferring its operations to the approving authorities. The '.10."
will provide, among others, for: 

3 

a. The use of assets and management of liabilities by the PROFO; 

b. The value of assets and liabilities; 

c. The tenns and conditions for the transfer, detail, separation or retirement 
of affected LGU employees; 
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The capital stmcture of the PROFO, the participation of the LGU in the 
PROFO and the names of the directors/trustees and officers of the 
PROFO; 

The closing date for the transfcr of business and the conditions thcrefor 
and other terms. 

6. Prepare the Shareholders' Agreement - Where the DOH and other LGUs 
participate in the capital of the PROFO, it may be necessary to have a Shareholders' 
Agrcement, even if the PROFO is a non-stock corporation. . The Shareholders' 
Agrecment will spcll out all thc gcneral and spccial arrangemcnts betwcen the principal 
LGU and other participating agcncies (e.g. DOH and other LGUs) in the management 
and operation of the PROFO, particularly in its I30ard of Directors/Trustees. The 
agreement can pre-determine the number of scats to be allocated between the principal 
LGU and other participating agencies, the "oting share of the parties, the requisite 
number of votes to effect a decision of the Board, the limitations on the powers of 
conveyance, merger and consolidation, etc. The agreemcnt applies e,'en to nOll-stock 
corporations since stich corporations also have a share capitaL 

7. Prepare the Business Plan - The preparation of a business plan is not a strict 
legal requirement and its absence will not affect the validity of corporatization. 
However. it is submitted that this is important to determine which govemmcnt hospital 
should be given priority in corporatization and to calibrate the capability-enhancing 
systems that should be put in place in each hospital unit. The business plan should be 
able to: 

a . Assess the hospital/s' strengths and weaknesses; 

b. Project the financial flows of the PROFO; 

c. Identify the subsidy requirements of the PROFO; 

d. Propose new systems that will address deficiencies in the 
existing organization; 

e. Plan for advocacy at different levels and fora; 

f. Map out financing and investment strategies; 

4 

r 

L 

l 
l 



l~ 

I .. 
Jill 

"" 

• • 
Annex J 

11 



December 28, 2001 

Iii MANAGEMENT SCIENCE FOR HEALTH, INC. 
Heailh Sector Reform Technical Assistance Project 
Rill. 502, 5'h Floor, l\!aria Natividad Building 

lIiii -1"70 T.:'\1. Kala\\' Strect, :'\!anila 

iiOI 

OIl 

• 

RE 

ATTN: 

Dear Dr. Lucas, 

fINAL REPORT 

Dr. l\Ielchor R. Lucas, J r. 
/-foj/,ilai Rifol7w ,\ [ai/agel" 

In compliance with our agreement \\'ith the :'\!anagemctlt S(:n'ices for lk:llth. 
we submit our final report on the legal assistance rendered' for the prO\'inces of 
Pangasinan and Capiz on the subject of corporatizing their pro\'incial hospit:1ls. 

BACKGROUND 

The undersigned was engaged to prO\'ide legal assistance to the proposed 
conversion of the pro\·incial hospitals of t\\"o (2) pilot provinces, namely: Pangasinan 
and Capiz. The said prO\'inces were chosen primarily because among the Chief 
Executives of the pro\'inces approached, the t\\"o (2) elicited the most interest in and 
receptiveness on pursuing corporatization of their prO\'incial hospitals. 

The l.ocal Government Code of 1991 provides a wide latitude to Local 
Government Units (LGU's) to explore and adopt organizational options to operate 
their hospitals. How extensive this latitude given to LGU's is described in the 
operative principles of decentralization under Title One, Section 3 of the J 991 Loc:ll 
Government Code, which pro\-ides as follo\\"s: 

''Sec. 3. Opera/irf Pn"llaples of DeanlFa/izatioll - Tbe/orJJJul..'lliGJI and ilJ}p.'rwltl.'/:;/j[,u 

o/po/icies a"d measuriS on /ocal al//ol/om)" sh,,11 be guided by the fol/owing opera/ire p,iJl(ip!u: 

x x ...... 

(b) Tbere sball be establisbed il1 eJ.'fl)' /Ota/ gonJ'HJJJeJl/ /mils tll/ oCfom]!ablf, djitio;"/ tmd 
t/J'J1oJJlic organizational st17lc!ure and operating mec/;aJJism Ibal ]1'il/ J)Jet! fbe plion"(j' niidJ fwd 

service requirements of its (OlJJlllllllitiu; 
x x x 
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(/) L.ocal gaven/lJJen! units Illtry group tbell/setz:es, (onioh'dale or (Ourtiil1ole their ifforh-, 
sen'ires, tJlul resources forpHlposes cO/lIJllon!)' benejiritJ/ 10 Ihelll; 

(1;) There shall be a continlling lIIe(halli~'1II to enhance lo(al a:tf(J!i&I/!J' Jio! [II]~'> :?;' fi;giJ!d/ii't' 
mabling arts bul also 0' all adllliJllstra!in (Iud ()lgm;iZtlliollal rcjorlliS; 

.\" ,,\' X 

(If) The J"wli'{plio1J rJ loral autolIol/O' Jbail IN jJrililtiffd throJ!gh ,iJ)~Dr(jrtd f(iGrdiv.;/.;6U r( 
national gOl'emlllenl policies and progl"tiIJlJ," alld (".YltIlJio" of adtfJu{i/f !?t"/.mj(l.'/ mId J.1Jt .. ':!n~;/ 

(/Sslstalite 10 leSJ dn'eloped dnd d!'se}"l'i'{g /om/ gOi'tniJIi:'"tlfJlitJ; 

(I) The ptl/ticipatlon qJ'the pn'l'aft .fer/or in /oral glJl,'I"l7lclJJt"f, pm1i~'1fltJI!J" in Ill:; d!>krf'..,.1' t:./ 
bruit .fe17'jres, shrill be fll(o!lraged 10 eJlJllre tbe abili!)" if the tl!i!OllfJJ/:), (/j" all {;/it'nJ:;!i;"i' //r.; .. ·.iV:,.; fc.r 
slf.'!aiJltlble rlel'tloplII('J11 x x .Y. 

Other prm'isions of the Local GO\'crnmcnr Code of 1991 which providcd legal bases 
for decentralization and local autonomy are found in Sections 17 [bJ and lil; Scction 
22 [dl, and Section 33 and 35 of thc Codc. 

\\iith the foregoing principles and in line with the national gO\-ernmcm's mmT 
towards a more decentralized organizational structure to achie\'e full autonomy and ,u 
the same time ensure the basic health sen'ices to thc marginalized seGor of thc 
various communities, wc were tasked to come up with an acceptable model to present 
the two (2) pilot provinces. 

Given thc foregoing legal bases, both local Chief Execmi\Ts and their 
legislative bodies (i.e. Sangguniang Panlalawigan) arC given the freedom to create 
innovative and novel concepts to improve and effccti\·cly manage, operate and 
administer their respective provincial hospitals. This study therefore seeks to propose 
and introduce to LGU's these new idcas and altcrnatives which thc Chief Execmi\'e, if 
com-inced, should be clothed with proper authority by the Sanggunian Panla!a\\"ig:Hl 
to effect and implement the same. This could be done through a S:lngguni:m 
Resolution, a proposed draft of which is attached hereto as ,-\nncx ";\". 

FORM AND ORGANIZATION 

Four (4) basic legal forms of organizations under Philippine law are available to 
achieve full autonomy for the provincial hospital, namely: sole proprietorship, 
partnership, corporation (stock and non-stock) and cooperative. Among the 
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foregmngjoiu1l(:M'lDWlllleion was chosen to be the best ,-chicle to achic,'c the cnds 
envisic:kldI:on&pctiifg:ally, representatives of both thc provinces of Pangasinan and 
Capiz Svefu:am:lriiingus in choosing a non-stock corporation/foundation as the cntin
that s~urd:Jk"-fdrG.U!cffilJdb:nllmi:\1<lIl~lTnl!lgQJrge\l!3pcrate and administcr d~e pro\-;"c;:1\ 
hmpit>iL Sak &£JMi>1~i{!jls \\\s$eth(Wllh:tlhL,nmfillSllatdJl~)iLeaktc«~E,Serfil1Jl1'ld~!i()!ls in (ilis 
country arc identified \\·j[h charit;1blc progran1s consistent \\"ith tht.:: rnis~;on of 
provid:{!.\ll- !gn1~~hl -fctlh:1Qhis fouprhtido t"}:1id\lnagcic~!pd-mrah{lndnddrr-~iislcgcdlQs 

[1m'l~hQi(l<!1 lut'lwf<jr-a\:litl !i'hj!ippJi>tioQa(iJOl~lsti fu6nll" (51"1 o{\" tllre (anml:-(t[9)!DINiun&,) :fanUlinn 
i",J.~r<iru:xa--l<O IHc<l.in,u.,lii)l;dioi n t \"Cnture, contracti ng, franchisi ng and LG L - LG l
colbbor:ui\"C arrangemcnts" 

ORIGINAL CO~CEPT 

The original approach tBElQ1pOJfuli:R MGEhEtT_the prm"inci:d hosp,t:;! \'";\$ to bc 
transformed into a non-stock corporation/ foundation which was !o m:Hl:1~e, 

ad l11i n\~iiQ rt~tl(l: ~~erfit\l11¢,d-'P[()\~~,h:iHI dlllJjRlilra~, hili"dl}s fdl1tnJltiumkn:.Ya:h:) baGel; tiamd:<h
\th~' 10 fiTt'l<tQldjti te~ 11,>yg~ \i n<1 i all thJ'~ ri i~~ Is ya \ Itt il-G ~ i 1 t{Dll:h>1.~13:lgE, t b plb:£ 1"1..', ,,<:I :It, 1 mi~ i ~Nm 
rHfe'~1b'Q~\it~ii\4 tb(l.~F6t1:>ll nd:iiJ<l#L nf<J)llcl, W., l~hbJc(~OlUd bJufi~ rW~t h I i:l~o:,,sil(!;",":fi U1<1S d,:a< i 
IiEcxi:i HM1§ I~J(wfl~1f.iisk mif 111m (a~9pl«!p'li;llt:O ~Jl fli~ es :\:r fl <bog( )\lpio !<.>tDiom: fal5( i. -d>l..-db'1ut, b~l c 
tl:1§r!'tlP~Q~11t~~tQ.~qtiirlht<n1mtyiof(t6h\td~ca~tl ~~ILnilkd in Sections 14,46 and r2 of the 
Corporation Code of the Philippines. Non-srock corporations and foundations, on 
the ot1lil¥: lmf'!6\t, §k'()-igg\~fl1ht ~1~et'(it§bp'&lI)!mn99;I{J)liiI(hb<CtJl,pcima~io.'<! f'llDdtin}fhhc 

tiY¢,ilifl-pi,[r-I~r;- national gO\-ernment agencics in the CYCnt transfer or gO\-ernment 
properties of the provincial hospital to privatc entities (i.e. the foundation) is effeeted_ 

Limitarions, howe"er, of this approach stans wirh the bureaucratic "red lI-pe" 
\\-ithinT~~ ~~dJckqv.r®hlfl!Rlrw<Th~ql<tl ;b!tltUl<!ech:l1tllbjmpodli~n$ «}f th~'i~r(L"'1U h1iisrfiroin 

anQ; fD~dl¢~ii6ffi ffI iJ'5.·t!ilufd l~sp~l(ti,lctapt\thiloqjGt !l\ltaSfU mhlatidn ri\c"i11 iw tit:nT01 rinm.-rgs.-c. 
~~l'fa'€~r51cl\'Wilic!t<:irnl:k({]cp,rrf\-irutiatlohrll\pipt\:;'''-'<D.ttl<!h<tIll:tan!1 agdiSjrIaQ&-n~r:'llniTf fuhurn 
8l.s:i1.lj:aU)g('lp@nltil~t,1<tl~!1-1~i~~ing the pro\-incial hospital, thus, precluding them from 
derermining whether it is indeed going ro the right direction_ Thus, we proposed (11", 
th e falhitltlt! o.h p ffi!; I tmrfl t~awl\ul<tIcJPl'l1li(!b i ooy inl! <OO:'lgl.!, 0611 t:lfii.ed ~t :w..-dh1!i<.-gligllntrb e 

ctJrnmAA!i-h! !li'<)i s p~ap'i raH pil.rSc'¢r!(ln/U u\\l{lati~\l~ sci tWl p~,"¢ f @m-l ih~ cy tasks \1 ~-1> tiWrSOJ.18re 
Pnt1i!WtlYail!il§I.!:9cal gO\-ernment unit assumes expenses for the legal clefense :lIld the 
liability in case negligence is proyen. \'\'irh the foundation in bctween, this becomcs :1 
problem_ lIIoreoycr, LGU representati\'es could not reconcile the idea that under [he 
scheme, while the LGU would not@R<I1I"0N"&" of the incomc of the prO\-incial 
hospital, the LGU would be made to shoulder these expenses. 

As to how the LGU's are to manage, operate and administer their respecti,'e 
proVif{\:$§~lhm<p'i~ts~©tlIfi!Wr) ~iBg.'Q:.hflp1~fuet.li'-;(htm\G~gement, aclministration 

and operation of the provincial hospital was yet another obstacle. 

1. Direct LGU Ownership 
2. Indirect LGU Ownership 
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Thus, our task bec;me even more complicated as we had to come up with 

certain solutions to these problems, 

,\t the onset, we proposed the immediate formation of a founci:Hion to 

manage, operate and administer the pro\'incial hospital so th:H these functions could 
iIii immedi:lleh' be performedl,,' the foundation, In the formation of the S:1:1~e, [he LGU 

would be free to shape the membership, policy making both', limitation, of po\\'(:r, 
and authorit\, of the said foundation to suit their ilHerests and preferencc" If 
organized immediateh', the LGU could determine within the period o( :"";1,ir[oE\ 
\\'hether the transfer of the management, operation and adminisrr,u;o:l of the 

II pro\'incial bospital would imprm'e the financi:d rClllrns of the p1'O\';nc;:" l:05p:::d ,ltd 
jf nor, to rc\-crsc the process \\-ithout Il1uch effect on the n1anagcn1cnt~ 0pccH:on :~nd 

:ldminisrration of the pro\'incial hospital. In other word re\'erring b:1ck to hcm' the 
!ill pro\'lncial hospital was being managed \\,otJ!d not be a complicated task, \\'e 

proposed a 11\'c (5) "car transition period for thc LGU to determine this bdlll'C ;t ~()c, 
to the next step of transferring the assets of the prO\'incial hospital to the tOlled:H;"n, 

\\'e proposed a transition phase as the transfer of properties of the prO\';nci:\! 
hospital, would recluire proper justification with the Department of Interior :md Locai 
Go\'crnment and the Commission on £\udit. This would mean, once again, further 
dela\' in the implementation of the model. Thus, was introduced the ide:! that the 
foundation, during the transition stage, would not 0\\'[1 the properties and equipmem 
of the prQ\'incial hospital but only usc the same in the concept of "usufruct." 

Usufruct under the new Civil Code is defined as a "real right of a tempor:lt,\, 
nature, which authorizes its holder to enjoy all the benefits which results from the 
normal enjoyment of another's property, with the obligation to return, :!t the 

designated time, either the same thing or, in special cases, its equi\'alcnt" (Dc Buen 
definition), j\rticles 562 to 612 of the Ne,v Civil Code' govern sllch an arrangement, 
For a usufruct arrangement therefore, the foundation \\'ould be allo\\'eci [Q usc and 
operate the existing facilities of the provincial hospital withollt the need !O pa\' 
consideration for the use of the same, 

In a usufruct arrangement, the probability that the foundation and the LGU 
would be questioned is nil. After all there is justification that the arrangement W:lS 

proposed in the first place, to find out whether transfer of properties should be 
pursued, Under the concept of usufruct, the income generated by the provincial 
hospital would revert back to the hospital for its operations, 

The initial step in this arrangement is for the LGU to give proper authority, 
perhaps through a Sanggunian Panglalawigan Resolution to the Provincial Governor 
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to enter into such an arrangement (as per Annex "A" hereof), Thereafter, details of 
the usufruct arrangement as described in our final draft of the Memorandum of 
Agreement between the LGU and the foundation (Annex B hereof) should be signed 
by the Governor as per his authority, 

The second concern "oiced out b)' representati\'es of both pro\'inccs \\':!s about 
the status of existing employees should the foundation take over the managemef1[, 
operation and administration of the prO\'incial hospital. .-\ secondmenr arrangement 
\\'as proposed as the solution for this, 

Uncler a seconclment arrangement, all government employees of prm';r:c;1.i 

hospitals shall be assigned the same duties ancl functions and paid salaries by the LGl' 
but will be under the direct supervision and control of the foundation, \,\'e proposed 
that the respective rights and responsibilities of the employees be derailed in " 
separate Secondment ,\greement which should be drafted in the c\'ent the pbl is 
putsued, Thc Secondment ,\greement, once acceptable to the LGlJ should undergo 
scrutiny by the Civil Sen'ice Commission, perhaps upon requcst of a legal opinion to 

gi\'e assurances that all pro\'isions are in accordance with the Ci\'il Sen'ice b,,'S or the 
Philippines, 

Thereafter, the problem of who would assume liability in cases where the LGl' 
is sued because of the negligence of the staff of the prm'incial hospital \\'as like\\'ise 
taken up, It was proposed that an insurance for such risk must be required of the 
foundation plus an undertaking by the latter to assist in the legal defense of all 
hospital staff who may be involved in such controversies, Expenses for the foregoing 
would be taken from \he income generated from the operations of the prO\'incia! 
hospitaL 

Continued allocation of funds by the LGU for the operations of the pw\'inc;a! 
hospital should be required on the assumption that income of the prO\'incial hospital 
would not be sufficient to sustain the operations of the provincial hospital. The 
continued allocation of funds for this purpose for the period of transition (i,e, fin: (5) 
years) was proposed, Again, a resolution to assure the allocation of funds during the 
transition period was proposed to be included in the Sanggunian Pangblawigan 
Resolution (i,e, to authorize and require the provincial gO\'ernor to allocate the 
required percentage from Internal Re\'cnue I\1l0trnent (l R.-\) of the proy-ince 
specifically for the management, operation and administration of the prO\'incial 
hospital), For the income of the provincial hospital to re\'ert back and be used for the 
expenses for its management, operation and adminisrration, we included in the 
Memorandum of Agreement (Annex "B" hereof) a clause to authorize the provincial 
treasure to earmark income received from the provincial hospital for such purpose, 
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This scheme, we learned from the discussions with the representali,"es of Capiz, had 
been utilized by the province and had pro,"ed successful in sustaining the reCjuired 
funding of the operations of its provincial hospital. 

O,"crall, our discussions on the possible legal impediments with represcmati,"es 
of the two (2) pilot pro,"inces prO\"ed fruitfull as ideas and possible sollHions WCi"e 

proposed for the successful implementation of the plan" E'"etT meeting \,";tll the 
representati,"Cs of the pro,"incc meant improH"ll1ent of our draft documents" 

0:onethcless, should the plan be acceptable, further consultations ,,"id, the 
na[ion~1 go"ernment agencies such as the DCpartmCIll of Health, Dcp;mmelH ot 
jlllcrior and Local Gm"Crnmelll, Commission on Ci,"il Service and [he Commission 
on ;\uclit should be pursued to clear the ,,"a)" for the appro,"al of the plan" There:!f[cr 
final discussions with the LGU must be had to come up ,,"ith the final documents to 

be signed hI" the parties" 

i\1EMBERSHIP AND TRUSTEE 
OF FOUNDATION 

Interestingly, the discussions in the prm"ince of Capiz centered on [he 
composition of the Board of Trustees and the membership of the foundation" \'\"h,,( 
was proposed was [hat juridical persons im"oll-ed in rendering health sen"ices becomc 
members of the foundation" Individuals, charitable institutions, religious corporations 
and pri\"ate sector representati\"es, by way of exception, may likewise Cjualif," as 
members" 

The ideal number of members of the !3oard of Trustees for both prm"inces was 
seyen (7) trustees" It was suggested that three (3) of the trustees would represent [he 
public sector while the other three (3) would represent the public sector, and [he last 
seat would represent the hospital employees" It was recommended howe,"cr, that 
representation in the Board of Trustees be further studied to reflect the sentiments 
and preferences of each pro\"ince" 

Other provisions of the By Laws of the proposed foundation elicited much 
interest in discussions in both provinces" The modified draft of the proposed 13\" 
Laws is therefore enclosed as Annex C hereof" 

RECOMMENDATIONS 

It was the observation of the undersigned that after extensi,"e discussions with 
the representatives of the chosen provinces, there was still resistance and resen"ation 
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on the part of the representatives of the provinces in getting into what appears to be 
"unchartered waterso" It may have been caused by the human factor of resisting new 
and innovative ideas or simply the fear of the unknowno It may also haye been caused 
by conflicting interests on the part of those who participated in the discussions; 
perhaps between the genuine desire of medical and hospital staff '\Oorkers to imprmoe 
the management and operation of the pro,oincial hospital in the hope of impro,oing 
their salaries and wages and mher financial or political considerations of the 
provinceso ,\11 these factors, we believe, contributed to the hesitancy of the LGe to 
appl\" the new arrangement immediatelyo 

To address these apprehensions, perhaps, what is still needed, gi,oen wh:\( had 
been accomplished during the period of the study, is to ha\Oe the model ancl 
documents pertaining to the same, cleared "oith the appropriate national gmoemment 
agencies, namely: the Department of Health, Civil Sen'ice Commission, Department 
of Justice, Department of the ]merior and Local GO\°crnment and the Commission 
on Audit. 

Endorsement by the Department of Health \\Oould set the tone for the 

acceptance of the model by the local gO\oernment unitso f\ fa\oorable opinion of the 
model from the Department of Justice and the Department of the Interior and Local 
Government particularly as to the usufruct arrangement, would suppOrt the 
Department of Health in selling the ideao The Civil Service Commission \\Oollid clear 
whatever legal impediments there are on the relationship of government employees to 
the foundationo The Commission of f\udit could give its seal of aooro"al to the , , 
arrangement as no transfer of property would be effectedo Subsequent steps to he 
taken after the transition howevcr, should move the Commission of :\udit to $:\\0 

something more of the new arrangement. 

\Vith the whole model passing through scrutiny of (he national gO\oernment, 
perbaps, the local government units \'Oould find tbe same more acceptable and 
hopefully implement the same immediatelyo 

ALTERNATIVES 

.. The main problem of the model presented is its acceptability to tbe 1001 

... 

government unitso If after all the clearances from national government agencies ha\Oe 
been secured, there still exists reservations on the part of the pilot prO\oinces, perhaps 
a so called "middle ground" between the initial step and the transition phase may be a 
more acceptable scheme for the LGUso 
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Title Five Section 102 of the Local Government Codc of 1991 proposcs {hc 
activation of a provincial health boarcl. The scction provides, as follows: 

H Ser//on 102. Cn.'fllioll (/lui COJlJ/JMilioJl. (a) T/;i'J(~ .rbo/l be fJlab!i.fi.'t'd a kia! h't;!:/J 
!;oard in ere,)' prol'iJ1tc, ci!J', Gr IIl1fJ1iripa/i!1' Tbe (olJlp6sili6J1 ~/ Ibe /0((;/ bttiltb bClards .{b{;l/ =':! •• ;;. 

/olIvIlT 

(1) The pro;'i!l(ia/ her .. llb board J/I(I/I /Jr' btad:d I!)' I/;t' .?fJl'07}6r tiS dk;iJ7/!til.1• ;-It 
pruriJlrial bfa/Ii) q[!/(er tiS rire-(b{lirlJ/aJ/, (il;r/ tbe (hOfFmall ~/ :bt ~·uJ)jJl.'i!/i.t· (;/ :lr' 
bea/lb qf I/;{- J(/}{f..gilJii(/}j~~ p(iJl/(//tl1l"~r/,ll. (1 Ji-prtHJiM:ire from !b:, pJira::' .':I.'ljr !ljr 

J/oJ/:~o/'/;nillkJi!1l1 ory.,rlJii::;,a/ioJl.i illro/ru/ in br't.-l!b J'ui'i({'.lJ lind tI liprc'.'!'/i/:ili]":r' ~J':/:. 

J)fjJ(fJ1Il1fli! o/11ctI/lb ill tfN pru/'iJ"'(', OJ l}.'('IJ}/'t?)'; 

(2' , ) "jl)f ei!J bt'(;/Ib !;oard Jb(/II {N bc>t/(kd /!y fbI! (';D' J.Jl{~y~r d.i dJtlirH/i;1). df ,"l!i" {·~,;;.','/i 

~lJi(t'I· tlJ /'ia-fbainlJ,lJ/, (inti fbi' (f.,flinJh;J; ~f ;/;e cWIIJllilld I)Jl !:t,/;/:f/) 'j( :'/:' 

J(iJigf!.lflli(i'{~ Jhll{~/I!1(!!.Jod, (I npro't'lllaliFf' /rMII /be j'JJir(i/t ~'(YMr f/r )j(~J~~.tJrdJ.'J);: i.:/,;./ 

orJ,alli::;pliuJiJ intoil'ed in hmflo .iU7"j(rJ. lind a J"t/)Jt:Ju:lfllirr: rl llc' J)ft;:;r:fJ:,: ;:/ ';,7 

I-/toil/; in !lit' (i!J~ OJ JI/flllbt'rs; lind 

(3) The JllfIIliripa/ bf(l/Io f;oard "vall lit' bl'tlded I!)' IUt' lII.'mi{I/>r;/ 1J1i!)"&r (iJ d,,;irlJ:l;N. /.\ 

Jlllmiripa/ bea//I; ~1J;(t'r tlJ l'itt'-dJairJII(!J/. dlld /be (/;:li17I.',;11 ~I!lJt' {f.JIillJli/.':-{' fiJ! i,:,;.~~,~'; 

'If ibe JaJ/~!!g1fliit:J{~ /;(!),(m, tl n:prt'J-I'Il!alil't' jivlJJ Ibi' /in"i'ille Sfr/fjr (jr Jj&JZSI)i"d7:fJid:.t,,;/ 

(JJ<sallizalioJlJ iJlroired ill bfa/lb JtJ11a.fJ and fl r:>prc'.fl'Jl/alire f!/Ibf f)cpar!JI.-':'l.'/ 0.;,'
l-Iea/!I; in Ibe '\iImicipa/i!),. (IS Jll(')Jlb{,J:J". 

(b) Tbe jiflldio!ls oj the /O((//ofa//h board Jbtll/ be: 

(I) To propoJe /0 IDe S(l/{~~lIlliall toJlc(,J"Jlcd, ill (}(((Jrr/a1itt n1//; J/andarth tilltlo:;kri.'-" 

J('I 0' tbe Deparlmenl of j-[ndlb, (mil/wI b1!dgd{/~)' aI/ow/iONS for Ibt' fI./h'r:.;ti,)J1 

and main/t'lltlll(e rif bellI//; jmi/ilies fil/d J-{,]7'i(c'J, (wd witbilJ Ibf? 1)/IfJli(:~!J{dl!)', .:.:;:'J 

orprol'iJl(e, (IS /be (ase /lit!)' be; 

(2) To set7'e as (IJI adrisol)' {o)JlIl1illee /0 Ihe sllngglllliaJJ l"OIlt"i'J7ic,d on bf'fllf/; ma:krs 

JlldJ (lJ: bl(t 1101 limited 10, Ibe Iif(fSJi~J' fen; ami appli{[lli&1l r:.f: /G,,-!;/ 
appropli{/tiollS forpllblic ben/tI) PfllPOS";; (llId 

(3) COJlsistent wit/; Jbe Ifdmical and {1t/Jllillislralin s!tllldmrls rf t/.:e Dt'jJ:l11JJJd.1: f:/ 
Heaflb, creatl' {O))//JIillt't'J wbic/; shall adl'lJ-e /Oc"{iI b!'aflh agel;rirJ 011 )}}f;//{n' fHib 

as, b/ft JlO! /imiled 10-, persolJnel H/I'dioll aud plTJlllotiull, bids fwd a:i" .. :rr!.i, 

gJiel'llllrf and (omplaiJlls, persOll1ld disdp/ine, budget rn'lm', o.!JtJl;/jous rniti;' 
olld siJlJi/arfifJl(tioJls. 

The immediate activation of thc Provincial Health Board may conYlnce the LGe to 
take bolder steps towards local autonomy of the provincial hospital. ,\ subsequent 
transformation of this advisory body into a privatc foundation as discussed abo\'c IS 

strongly suggested. How this is to be done, howcver needs further study. 

9 

, , 

11 



Iii 

... 

... 

.. 

Iii 

Another alternative may be the formation of a government-owned foundation 
similar to our model. By forming a governmcnt-owned corporation, the Salary 
Standardization Law will not apply to the employees of the new corporation, thus ma\· 
likewise encourage the present provincial hospital employees to resign from the 
sen·ice and join the newly formed government owned corporation. It was a pity 
however that our present study was focused and directed by a previous srudy ,,-hich 
centered on the formation of a non-stock private corporation. This therefore, lea\·es 
us more room for an in depth study on the advantages and disach-antages of forming a 
gm·ernment owned corporation instead of a private foundation as per our n~ocleL It 
is suggested, however that the Office of the Government Corporate COClosei be 
consulted first before further study is initiated. 

Be that as it may, whether it is a local health board or a governn~em o\\"!led 
foundation, the LGU concerned must be made to realize that the next step which is 
the formation of a private foundation is the right direction to achie,·c full autonfJm\· 
of their provincial hospitals. 

\,\/ e remain. 

Yours faithfully, 

JOSE MA. R. ARCINAS 
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FOOTNOTES: 

I :\n XIII Section 11 of ,he !')8' Constillltion of the RCpU!l;:C of dIe Plulippir.c:'. 

: Section l-t of the CorPOf;lli{JI1 Code of Ihe Phiiipl)in(.::;.. C)llIcnrs (,f :\nicles of !ncmp()r:i:ill:', :\:l f..-'Hi,~'r;,(inns 
org:wizcd l:nd<:r Ihi~ C(l(k sbll tile with the Sccuritic:>. :lnd Fxch.l:l!:C CtJ!nmis:,jo;) :lrtidcs of 1;~C(lIi)(:ir;";f,n ,;, ;,;,y (~:" t!~c 
oflici:ll hngu::.gc5 duly signnl ;lod ;lckn{)wkd~(,'d by :111 o( lb.: inCOfp(1r;IWfS, C()m;l:~::1g :,ub5-I.i.mi.i:>: .::;: :-u::O\\-::'".1.! 

n1:Hlcr:,-. cxccp •. IS o,hcnn-c pa:scriht:d by ,his Code or hy Si)cci.,j l:-t\\": 

I. T!'!c :1:I:l1C qllhc corpor;uion; 
2. Tb: :'-F\:c:{:c purp{I:'-<." (lr pt:.po:-cs :()r \.,"hietl the Ctlrp{'LlIl!J:1 :5 lK":n.:.! 1:'O':p(J~;;~cd. \\ ::1,.-;(" :, t:,,=;'c:-.,::.,:: 

b:,s more d,;m 0:,(" ~!a:t:(1 purpose, the :ut:ck:-. IH' in(OrpOLlI10:l ~jl;iH :'1:1~e ... d~:ch IS i::,: i~:-;:::"':~Y :'~:r~'-":"c 

;:,:d which i~J;lre the ~eco!ltbry purpo5.c or purpO$C$~ Pr()\'!(~ed, Tb;1.{ ;l 1,011 -';'H;(~ (o=Fn:;;::CI:~ :,1;,,,. ,:'" 

3 . 

.1-

o. 
6 . 
7 

8 . 

9 . 

10. 

i;~cltldC :'!. purpose wl:ich would c1ungc or C0!1!r:ltEi::1 ;IS n:Hure :is $uch; 
The p!.KC \\"hcrc the princ:p:,J officc of the (.·I)rpor:ition is to be lOl·: .... ,:d, wh:ch ;~~,:.;.: ~:.: \\.,to::::, ~::c 

Philippines; 

Thc t('lm fiJI' \\"hich :hc co'por;nloll is (0 cxi~l; 

The n:lmcs, n:uion;llitic' :ind rcsidenccs 0 f (he incnrpOL1\(.rs; 

The l1t~mber of din:ctors or (ru:;.(cCS, which s\ull I'll)! hi: lc:;.s than 11\'c (S) :l()r mlm:: i:'l:m !:!':C;':::l ,_: :=;;: 
T\:e !l;U~le$, n:'Hio,ulitics and re"idellls of the perso;,s who sh:-dl ;:Ct ;IS direcwrs or 1n:~:cc$ :l:::l~ ~::,-' :a-q: 

rcgubr direcrors or trustees :lre duly clcct(.·d and <Ju:di!lcd in :lcconbncc \,"ith !l~!S Code; 
If it be :l. stock curpof;t(ion, till: :l1l10UIH of j,s :'!.Uthorl:t.ed clpii:11 in l:rwful I!;oncy of i:~C P;~:;:;~j!i::l~~. d:<:..· 
numbef of sh:'.fes iam which it is dividcd, ~nd in C'lse the SI1:1[(,::5 ~rl! p:l'C \";1hlC $ lurcs .• be p:" .... ;"!~,:(" 0:" ~.'.c::,. 
the O;1:ne$, natiOIUlities :lnd residences of the origin:ll !,ubscribcd ;tnt! p:lid by c;lch on his s:'l!Jsu:Ft:O::1, ""=d 
if some or;tll or the shares ne without p:lf v:llue, :;.uch (:1Ct must be st:Hcd; 

If it be a non-stock corpof:ltioll, the ;'llllount of its c;lpital, the !l~mcs, n:1tiol1:'11it:es :iml rcsidc:!n;s of c!!.:
co!lt:"ibmors :Inti the :1!l1011nt contributed by etch; :1nd 

S ... :ch other m:1W:rs :1$ -:lre not inconsistcnt \\'ilh bw :ind which the incorpor:Hors m:\y deC;";l ncccss~Hy "".tt 
CO!l\"cnlent. 

The Securitics and Exchangc Commission sh:111 not accept the :m:iclcs of incorpor:1:o:-s (): :l;-;x '.:'wck 

corporation unless :Kcomp".micd by :'!. sworn st;Hement of the Tre:'!."urcr elected by ,he subcribt'fS shc" .. ·;:tg :::::H .,~ :':::"i.'5~ 

n\"c1Hy~fi\'e (25%) percem of {he :H!thorized Carir;ll SIOC k of [he corpor:1tion Ii:'!.s becn sUl>scribed, ::.::d ::.~ ! .. ·;~~t '-'.n:":uy· 

n\"e (25~/o) percent of thc roral subscription hilS becll tllll}' p;,id 10 him in actual cash :lndJ or :n proper}" :::e : .• ;r '.:;'~~"H:Cl:1 
of which is egual to af Ie:"!$! (wcmy ·fi\"c (25~l"o) percent of the '.:':1i<l subscription, such p;l~d -up Opil":l.l b~~~:; :'..""': :'::!-''5 ~:l-:t:1 

O\'c thousand (pS,OOO"OO) pcsos . 

The contents of e\"Cry corporation (\\"herher conlrm:'rci;ll, indmtri:il or 3gricllhur:!l) 3re SCt fonn :n ~b(" :1.bo ... ·~ 

section. lncorpor:'!.ting directors must be nor less th:'!.n fi'"c (5) nor more th:111 fiftcen (1S). :\n incOf?0:-:.ti"g dirC"G().r" 
ImIS( now own at le;1s( onc share of {hc Gtpir:ll stock (or c\"ery inccrpor;1wr is now rcql::rcd w own ;::.;: ;c::::'.:'-~ 0:1(" (Ii cb: 
corporation's capit:ll stock. 

A non· stock corporation must :tlso St;He the alllOunt of its capit:il consisting o( cOfltnDlHio:ls oy :t:("~tber$ 
thereof. 

Proof of compli:'!.nce with the minim:'!.1 capital requirements is, :lS before. rcquircd in :hc for:n o::m :l:·::.:b .. ::~ ot

the treasurer of the corpor:'!.tion, c1ecred by the subscribers. The swor n statcment immedi3{d~' (ollow$ ;b:- nO~.lri;>;! 
acknowledgmelU in the articl~s of incorporation" 

Section 46 of the Corporation Code of rhe Philippines" Adoption oj~y .. !mrj. E\'Cry corporation formed under ~hi$ Code • 
must, within one (1) month after receipt of official nmice of the issuance of its ccrtificate of inco~o;-.<.[io;t ~y [he 
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Securities and Exchange Cornmission, adopt a code of by -Ja\\'s for ils go .... ernment not inconsistent '\\'ith this Code. For 
the adoption of by-laws by the corporation, the affirm:Hi\"c vme of the stockholders representing at !caSl a rn~iority of 
the outstanding capital stock, or of.tt least a majority of the member. in the C:1SC of non -slock cOf"yor:;tions. shaH be 
necessary. The by laws shall be signed by the stock holders or members \"(Hi ng for them ::!:-:d shail be ~cr;: in the 
principal office of the corporation, subject to the in5pCction of [he stockholders or members dur:ng off:cc hnms; ~!ld a 
copy thereof, duly (cnilled to by a lll;1jority of the directors or tfU$(CCS :"Ind counter -signed by d:c 5(:n(,~3ry o( the 
corpor:uion. sh311 be tiled with the Securities :'Inti Exch:'lngc Commis.s.ion which s.h:t!1 he :'Iu~chcd .0 ;:he m:gi:-::d ;'wicks. 
of tncorpor:ttion. 

?'\:mwithst:'lnding the provisions of the preceding p;lf;lgr:lph, by -bws Ill:ty be :ldo?!cd ~:1tj t!~('d prior to 

incorpor:ttion; ill slIch C:'lse, such by-laws shall be apprO\"Cd and sigr.ed by ;11l the incorpo:r:Ho~S :;.::d ~~b,::wtd :0 ~hc 
Securities and E:-.;ch:'lnge Commission, together with the :trtide5 oi incorpor:uion. 

In all C:1ses, by-bws 5h:'lll be el"fecti\'c onl~-1.lpon t i~c i:,sll:'ll1Ce b:; d:l..- .sl..·curitic5 :1::.1 Exc::,,:~~~~ Co:::::::;s~:,::, Or-.1 
ccnitication th:H the by-laws :1re not inconsistent \.\'ilb this Code. 

The Securities :'Inti Exchange Commission 5h;111 not :tcccpt for tiling by -bows Or ;lny :n~~c:1d;~:('::,- d:crcc:o 0:' ;<0.y 

b:1nk, banking insriwtioll, building :J.nd IO:l1l :lssoci:ltion, trw;t comp.my, insurance comp:1ny, pt:~~:c t::;;:ty. c';~l-c;l.tio:u! 

institution or other 5-peci:l1 corpor:1tions gO\-erned hy !,pecial bws, tln!c~s :-lccompanied bY;l ccni::c:uc o:-1.:~;:- :~pp:"o;':":,m.: 

goyernrnent ;lgcncy to the effect that such byhws or amendments :lfC in ;lccord::'J"!ce wi.h bw, (211::; 

By-bW$ m;!y be filed together with the :lrticles of incorpor:1t!on or within one -_mom!~ f:"{):~: n:·c .. -:,;,,: o( o:-::cd 
notice of iSSU:111Ce of certificate of incorpor;uion by the SEC. In either (;1$(.', hy-J:w..-s sh::l1 t:!kc (,;-reCt or.;y ';F"};~ :5-S;:UE(<;.' 
of the SEC of a certification that the by-bws are nor inconsistent with the Corpor:llion Code_ 

The requisites of Y:'Ilid by-l:1ws are: 
(I) The by-Ja"\\'S must be consistent with hw :lnd the articles of i:1corpor-:uio nor ch:lr,c,; 
(2) They mllSt be consistcnt with public policy; 
(3) They must be gener:ll and uniform; 
(4) They mll$[ re:'lsonable; :md 
(S) They must not impair vested rights. 

Corporate by-bws must be obseryed by directors and ofticers of the corporation :lS wen 3S by ~;~:: s,o("~hokkr~_ 
Persons who are not members or officers oi the corpom;:ion (;1Il11Q( be :lflccted in ;lny of their righ;::;. hY;1 corpv~:Hc by -

i:"m- of which they h:l\.-e no choice. Stranger!' :'Ire nOt bound to kno\\' by -l:1ws which are m.e:"c;y p::w .. -i"5.io:1s :-0:- th .... 
government of a corporation :md ootice of thell1 \\'ill not be presumed, 
Section 47 of the Corporatjon Code of the Philippines, GmlmlJ cJ bj .. !t;.'J'J. Subject to the prO\.-;5-:0:15 of .. ::c COl1:,~;,::tio",. 

(his Code, other speci:lllaw$, and the :1rricles of inca rporation, a priv:1te corpor:1[ion m:1y pro\.-ide ::1 :i5 Gy -:,",.,\\-5 ~-I.)r: 

I. The time, place i10d m:1nner of calling and conducting regubr or speci:"!.] mccting5 0:- :?~C" ... ;;:n:·':-W!"$ 0, 

2. 

3. 
4. 
S. 
6. 

7. 

8. 
9. 
10. 

trustees; 
The time and Ilunner of c:1lling :1nd conducting rcgllb. or special meeungs of tn ~ 5-:o(khG:dc~s. or 
members; 
The re(luired quorum in meetings of Stoc kholders or members and d:c n1::n:1Cr oj \"(}il:,g ,h::r .. ~::r::·; 

The form for proxies of stockholders :lIld members and the m:1nnef of \.'ming tbem; 
The qU:1lific:ltions, duties and compcnS:ltiO:l of directors or m!Slees, offin:r5- ::>nd c:;np:oyccs: 
The time for holding the annual election of directors or trustees and the mode or m.l:1:~("r of fi\-i:,g .. nrtcL' 
thereof; 
The manner of election or appointment and the [crill of office of all officers o .. hcr :~_lrl di;-e..:~o;s. or 

trustees; 
The pen:llues for violation of [he by -bws; 
In the case of $tock corporations, the manner of issuing certificates; and 
StIch orher matters as Illay be necessary for the prope; or co:weniem transaction of i:s corp-0r_lte business 
and affairs_ (21:'1) 
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TRUSTEES A}\'D OJ-rICERS. Section 92 of the Corporation Code of the Philippines. ElutiolJ and fum if Irm:aJ.

L'nlcs$ otherwise provided in the articles of incorporation or the by ·laws, the board of trustees of non-si.Ock 
corporations, which may be more than fifteen (15) in number as may be fixed in their articles of incorpor;;,:on or by -
b\\'s, shall, ass soon as org:mizcd. so classify thcmsch-cs that the term of oflicc of onc -third e h) of their m.:~nber sh:;!! 
expire every year; and subscguem elections of {fllStCCS comprising one-third (l/-,) of the baud of t:-us::ccs sk,~! be :idd 
:lnnualk :lnd trustees so elected sh:lll h:1SC a term of three (3) \"(~ars. Trustees thcn.:;-:ftcr dected to !:]i '";1ca:Kics. (l::c~!rr:t'!g 
before ~hc cxp:r;l[ion of a p:uticuhlr ternl sh:lll hold office oniy for the llnl'xpi~cd perlod. ~ 

:-':0 person sl13ll be deGet! as trustee unless he is :t mel11bn of the corjmr:t::on_ 

L'nkss otherwise prc)\-idcd for in the :tnic!es ot incorpor;ltion or rhe by -!;l',n, o:-{:ccrs O~- :l ::n:'"!-'$:cck 

corpor:llion nuy be directly elected by the members. (n) 

Section 93 of the Corp()r;),j()!1 Code of the Philippi:les. Pla(e· r:/llk:lil{r{.S. - The by·b\\·$ m;lY p:O\·jdc Ih;1i .he ::::~::~~},-'t$ "~. _1 

non-stock corporation may hold their regular or spccial mectings at :lny pbn: cn.'11 oUiside {he pl:Kc ,\\·h::e :!~C F:nc~:,r 
office of the corpor:ltion is IOC:Hcd: Pl"Oridl'd, Tb:u proper notice is SCll{ to all members ind5C:Hl:~g \i~~ d:.,~. ;;:~:;,.~ ;:n~: 

p!:lce of mceting: and Pr(Jl'idtd.ji!l1/;o; Th:lt the pbce of meeting s!1.111 be within thc Phil:ppincs. ~:~:, 

f)fSTRlBlT/oS OF ASSCn IS ,'·O.'\-.ITOCK CORI'OR-ITiOS. 5w;un 9·1 01 the CO'i,o",'io~ C",:o nO "" 
Philippines. R·t!o·jvr diitn"/mliM:. - In C;l~C of dissolution of:1 nO:1-$wck corpor;mon in ;J.ccoribl'cc ","i::. :i~;.:- j"fdl.:::<-:O::";' P:
this Code, its ;'\SSCt$ sh:11! be :lpp!icd ~U1d d iSi.ributcd 3S follows.: 

1. :\Illi.:tbilities and oblig:ltions of (he corpor:uion Sh:lli be [,:lid, S:lliSlicd :!fld dl~ch:1rg("d. or ~~!::(j.l.~:'-· i~'O\·l~;,,)n 
sh2.11 be m~dc therefor; 

2. :\sscts held by the corpor:ltion upon a condition rC(.juiring re[Urn, tr:l!1sfcr or convey:: :1(C. :,,:,~! \d::cn 
condition occurs by re:I$on of the dissoilHion, shall be n::wrncd, tr:ll1sferrcd or conveyed in 2cco:-d::;:cc 'wich $~lCh 

rcguircfl1ents; 
3. ;\ssctS recei\-ed and held by the corporation subject to Jimit:uions pcrmin.ing their l~SC o:1ly io!" d~:<r:u.:t~k', 

religious, bene\·olelH, edtlcatiol1:l1 or similar purposes, but nor held upon :l condition rcqll~:ing feW!:'!, .. ~".nsfcr or 
com·cy:mce by reason of the dissolmion, sh:lll be transferred or com·cyed {O onc or more corpor:!r;o~5, :mc:('~ie$ or 
org:lniz~Hions eng:lged in acti\·ities in {hc Philippines sllbst:l.Oti:llly ~imibr to those of the (!i~~oh-jng corpo:::":o:"; p<.:r5-~.lat 
to a plan of distribution adopted as pro\·ided in this Ch:q)ter; 

4. :\ssets other thall those ll1emioned in the preceding paragr:lphs, if :1ny, shall be dis ... i btJ;:cd ::< .1ccoai:(:lc(" 

with rhe prm-isions of the :1rticles of incorporation or the by -bW5, to [hc extent th~t the an:cles of If:C i:KO:jX'J..-:1:i,,:: or 
the by-b.\\·s determine the distriburi\-c rights of membcrs, or :l.f1y class or classcs of members, or p~O\'idc io: di :::,!rib:!::~~:t: 
and . 

5. In :ln~- other 05-e, assets mar be distributed to sllch persons, sociei.ics, org:mil.:uio:lS Of CO:-~,,}:-;H:Gn5. 

whether or llo[ organized for profit, ;15 m:1y be specified in a phil of distribution a$ prm'idcd in this Ch.:.?:;.:r. ~r:) 

Section 9S of [he Corpor:ltion Code of the Philippines. P/m; of diilnlmtHm rd,Wd.( - _\ plan prm-iding :-Of :::c (:i$:::l,H:~:nn 
of assets, llO[ inconsistent with the prO\·isions of this Tide, Inar be adopted bY:l non -s.tack corpo:-:uion in ~hc :::o( .. 's~, 0:' 

dissolution in the following n1:lnner: 

The bo:'!rd of trustees sha!I, by nujority \-ote, aoopt :'! .esolution rccommt:1ding :l. pbn 0:· (:i$:d)~::;':O:i .,:"d 
d!r<~({ing the submission thereof 10 a n)(e at :l regubr or special meeting of membef:-- h:'l.\·ing \'mi:""!g ..-igh,s. \'Cr:';cc:~ 

notice setting fonh the proposed plan of distribmion or a smnmary thereof; 3!id ihe d.i~C. (ime am: p;.1a of st:ch 
meeting shall be gi\·en to e:lch member cntided to vote, within [he time :l.nd in .he m:tnner p:o\'ided 1:1 this Code for ~hc 
giving of notice of meetings 10 mcm bers_ Such pbn of distribution sh:lll bc :ldoptcd upon appron! of:H IC;'l.st ,'\\'0 tbin:s 
(15) of the members h3xing voting rights present or represemcd by prox~· at such mce,ing. (0) 

?\bnagemenr ;md Org:mization:ll O~Hions for Dc\'oh"ed Hospi[:1J~ Impkmcn t:ltion ~bnual by Bab~c. T?:1.use. 
Abmpay L:l\\' Office, NO\'ember 1994. 

5 USUFRUCT l,\"r CEj\.·ERAL Articles 562 of the Ci\'il Code of the Philippines. l1su.fnlC{ gi\'es .. righi. to C:1joy ~hc 
property of another with the obligation of preserving its form and subsranc e. unless the title constituting it or the !;';v,,
otherwise provides. 
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I. 
:\rticlcs 563 of ,he Ci\-il Cooe of the Philippines. Usufruct is constituted by law, by the will of pri\':Hc j)CfSO:1S expressed 
in ;lel$ i1i/(r rirv! or in a !:lSI \\-ill :loci testament, :'tne! by prescription . 

. \nicks 56·1 (If the CI\";1 Code 01 the Philippines. L'su(rucI m:l.y he C(}:l:'tiaHcd on d:c who!e or:'l p:.n (,!. :!:c !'r:.::,,, {J( d:c 
(hi:1~, in (lnJf ()t" otH: or mnrc pu~()r;.$, simult;loc{)usly or SlH.:CC5Sivc!y. :;':id In c\'I.;ry c\se from (;( to:l Ct',l:;::~ d;,: •. ;'~! , .. -;\" 
of ((lndil:():uliy. It may :Ibo be cCIllstiW1Cd on a right. pro\"idnl II :5 not str:cdy person:"!1 or inlt;lmn1!ss:bk. 

:\rtlch:s =-()S (II the Ci\'il Code of the Philippines. The rights :lnd oblig:HlOllS ('I( the usulruGu:uy sh:111 b .. t~:D::-t: :"':o'\::~:'-'d 

in tb: tidl.' cO:';:'titlHing lht.: liSlI!n.!C!; in d(.'f~tlh o! such (ilk, or in GiSe it 1$ de!icicnt, the pro\'ision5- cn:,t::::: .... d ,:. :::~ :',,0 

!ui\o\\"io!! Ch::p,cr:\ ~bll be u\J:-ern:d. 

F.!('Jrrr OF Till: L'SLTl{l'Clr/!R)~ ;\rticks 566 o(the Cici CtH.::': Of ~b.: Ph:~ipp:ncs. Th: t:"'~::r::C:i.,':T ~.:':<:~ ~',-' 

(,:ntidcd 1:0 :,H .h: n~H1L1!, int!uslr!~l ~:ld cl\'il fruits of tb,: prop .... ny :11 u:'i..:'n:n, \'\":Ih respect :0 11;':'!1..':' :~,:,::,:~:-;,: ",,"i.::(:!,: 

!II m::y ht.: fnt:nd on ;:he bnd or ten .... m .... nt, h(.' Sh:lll be c(Jn~idl'l"{:d a Slr.H1~er. 

... 

... 

;\rticl .... s 567 of the Cid e{J(1c of the Philippi l1es, :\':ltur:ll or ind\:stri:;1 (n:i,s g.-owing :U the omc .b: <:S::::~:G ,'~; :' ... 
bclo:lg to tb: usu:'runuary, 

Those growing:\1 the (im<.: d~c l!Sutrun tcnn:n:lIC$, belong to the own .... r. 

In the preceding Cbes, the llsufruc(U~0', :H the beginning of :he u:,ufalCt, h;lS.!lO ohhg:HlO:1 to :-1.::"::;:,: :n :~:c 
ownCf ~ny expenses incurrcd; bur (he o\\'ncr shall be obli!!cd to re;mbur:;c :1.( d~c Icrmin:uic)n of ibc U:;'~l:'n.:n. iro:~! ::!:;;: 
proceeds of the growing (ruits, the ordin:lrY <.:xpe!1Ses of culti\';nioll, for ::ccd, :md other similu cxpca 5C:, inc .. '!:~·"'~ :'~y ,h.:· 
llSU fn:C(lJ;lry, 

The provisions of this ;"!rtic1e ~h~1I not prejmlice the rights of tb:'d 1'cr:,oo$, ;!cquired eiti~cr:n d~e :~-cf.i!::;:::;, ("tr 
:H the t .... rn1in:uion of the usufruct. 

:\nic!cs 568 of the Ci\'il Code of the Philippines, If the lIsufru cwary h:;s !e~sed the lands or i.enel1'len,s ~!\"l;::1 ::ll.~5:::"r,:ct • 
:lnd the lIsufruct should expire before the termination of the le~:-;c, he or his heirs :llld Sllccessors Sb:-l!~ 'f("CC;\'" ~~.::y ,:.;: 
proportionate share of the rem that mllst be paid by the kssee, 

Articles 569 of the Ci\"il Code of the Philippines. Ci\"il fruits arc deemed to ~ccrue daily, :md belong to t:1e t:St::',::CW:l:-Y 

in proportion to the time the usufruct may bSL 

iii ;\rticlcs 570 of the Civil Code of rhc Philippines. \,'hene\'(r a usufn:ct is constituted on {he ri~ht 1O rt:cc:·.'c ~ :-c:u 0:

periodic~l pension, whether in money or in fruits, or in the imerc5I on bonds or 5ccmities p:~Y<l.blc H> b:?:!:-er. ;?:K:~ 
p:;ymelH due shai] be considered as [he proceeds or fruits of such right. 

\,"henc\'er it consists in the enjoyment of bend its accruing from a p~rticip;Hjon in ~my industri;~l or cO:1-::nC'::-c:.,I 
enterprise, the d~te of the distribution of which is not tixed, Stich benetirs shall h;1,ve the S;lme ch?r:l.c~er, 

In either C<l.se they sh~l1 be distributed as civil fruits, :md siu!l be ;lpplied in the !1l:!nncr ?rC:$cri~~d l~ d~c 
preceding article, 

:\n..icies 571 of the Ci\'il Code of the Philippines. The usufmctuary shall h~\'c the right to enjoy :my inc:-e::.se "\;:hich t:::.: 
iiIi thing in usufruct m.w aCGuirc through accession. the scryiwdes cmb!ished in its fa,·or. and. in general. ,ll ,he bene::" 

inherent therein. 

Articles 572 of the Ci\"jl Code of tbe Philippines, The llSufnlCtuary m:.y persomJly enjoy the thing in usufruct, le;;.se it to 
another, or alienate his right of usufruct, e\"en bra gratuirous title; bm all the contr;lCts he may enter into ;;'5 sl;ch 
usufructuary shall terminate upon the expiration of (he usufruct, s~\\'ing leases of rural1:mds, which shall be considered ~s 

subsisting during the agricultural year, 
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Articles 573 of the Ci\'il Code of the Philippines. \'\"hcnc'\'cr Ihe usufruct includes things " .. "hich, \\"!{hout being 
consumed, gradually deteriorate through wear :mel tcar, the usufructuary shall h;we the right 10 f!1akc: usc Ihereof in 
:l.ccordancc with the purpose (or \vhich they arc intended, and shall not be obliged to rCUlm them :H t::c tcrmin:Hion of 
the usufruct except in their condition :H th';'lt time; btl[ he sh:lIl be obliged [Q indemnify the O'.'::.cr for ~ny (!ctcrlor:H:on 
they n1::l.y h:n"C su (fercd by reason of his (r;'lud or negligence. 

:\ nicks 5-: -l of the Ci\"j\ Code of the Philippines. \\'hcn('\"cr the ll$ufwct includes Ihin~s \\'hiC!~ c::r.no: he ~5cd wi;hnut 
being consUlncd. the u:H,fructuary 5h:11l h:'I\"c the right to make liSt: of them under Ihe o!>lig;u:oll of p~yin~ .heir 
:1ppr:1i$cd \':1luc :1t rhe rermin:uion of the u$ufrucr, if they wcre :1ppr:l.l$cd whe:l de!i\"Crcd, In o:;c .. hey were r:o~ 

:1ppr;1i:,ed, he $h:11l h:1\'C the right to rcturn the S;1mc (IU;11Hit~, :1nd (l\laIiIY, or p:ly thelf Cllrn::r.I ?r:cc ::: !~C :it~!c the 
uSlllruct CC:l.SC:;, 

;\niclcs 5-5 of thc (i\'il Code of the Philippines. The \!$u(ruclll;try of fmit bC;1ring trees ~l.'::d shmh$ ~:;,y :':;-::~t u5e pt' 

thc dcad tru:lh:, :llld e\-cn 01 those Cllt oft or uprooted by :lccidt·nr. under tbe obJig:u:(m 1.0 rcpbn- :bt.·~1 \1..,u~b ne:\\' 
pbms, 

.-\rticJcs 5-6 of the Ci\"il Code of the PhiEppines. If in com.e"jllCnCe ot;1 c:lbmity or cx~r:lor<i:n:1ry cn~m, d~c <:-CC$ or 
shrubs :::hall h:'l.Yc dis:1ppeared in such considerable number tll:l.t it \\'ould nO[ be possible or il '.wH:kl b~ wn b::rdcn:;:n:;1c 
to repl'lee them, the usufructuary m:l.y k:l\'e the dC:ld, f:lllen or uprooKd irunb :It il~e d::-i)D:;;:l 0:' :;:(" n'.1..'::.('r, :',:-,.d 
dCIl1:l.nd th:l[ the ];mer fI..'"il10\"C them and cbu the bile!. 

;\rtic!cs 577 of the Civil Code of the Philippines. The USU!flICftl:UY of woodbnd n1:1y cnj(~y ~ll .:~c b.::,"Cf;~5 \\·:~~ .. -b tt tt:.,~, 

produce :1ccording [0 its nature. 

If [he \\"oodbnd is a copse or consi:;!s of timber for building, the llsuiruclll:l.ry m:1y do s,lCh ord:n;o.ry cmung: (t:

felling as the owner was in the habit of doing, and in deEHli[ of this. he m~y do so in :-tccord:mcc wi!h ~hc C'-lS.W:H 0:" ::he 
place, as EO the manner, amoum and season. 

In any case the fcWng or cutting of trees shall be ll1:lde in such m:lIincr :1S not to prcjud:cc ;~~C ?rC5cr\.,:.,;on 0,' 

the bnd. 

In nurseries, the uSlifructll:lry mar make the necess:lry thinnings in order tb:1t tne rem:::ning !.t"cs l~:;"i;:: properly 
grow, 

\,\'ith the exception of tbe provisions of the preceding par:lgraphs, the tlsUfn:clU3ry C'"~~ot n~. d()\I,:n t:-ees 
unless it be to resrorc or imprO\'c some of the things in usufruct, :l.nd in such Glse he sh:lli first 1::fo':1; .he 0'\."::;:':- m- ~b.'" 

necessity for the work. 

Anicles 578 of the Ci\'il Code of the Philippines, The usufructuary or an action to recon-r re:li propc-ny or ~ rcal righ[, 
or any mo\·able property, has the right to bring the anion :lnd (Q oblige the owner thereof to gi\'e h=:~1 t:1 c ~u~:"tori;:y f~:>r 

this pllfpOS~ and to furnish him whatever proof he mar h:l\"C, If in conscgtlcncc of the c:lforccmem of ;:b::' :;c1ion he 
acquires the thing c!:limed, the usufruct 5h;111 be limited [0 the fruils, the dominion rcm3ining wi;:}) d~C" O\;'"~CT. (";86) 

:\nicles 579 of the Ci\"il Code of the Philippines" The lIsufructtl:lry n1:ly make 0:1 Ihe property :;cld ir: ~stl(mc~ $tlch 
useful imprO\'cments or expenses for mere ple:1surc :"IS he Ill:ly deem propcr, pfO\'ided he docs no;: :.>:cr i:s !-o;m 0:

subst:lrlce; bur he shaH h:n:e no righr to be indemnified rilereior. He may, hO\\"e\'cr, rcmo\'c sl;ch in;i·H·on::rr:.::ms, sho:"l.td 
j[ be possible to do so without damage ro the property, 

Articles 580 of the Ci\'jl Code of the Philippines. The llsufructuary may set off the imprO\"emr.::ms he m:l.y b:;\"e m~d eon 
the property (lg:linst :lny dam:lge to rhe S3-me . 

. Articles 581 of the Civil Code of thc Philippines" The owner of property the usufruct of which is held by another. may 
alienate it, but he cannot alrer its form or substance, or do (lnyrhing thereon which may be prejedici:ll to {he 
usufructuary" 
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:\rricles 582 of the Ci\·il Code of the Philippines. The usufructuary of a parr of a thing held in common sh:..li cxcr,i~e :;;li 
the rights pen:lining to the owncr thereof with respect (0 the administration and the co lIeclion 0'- fill!'S 0:- interest. 
Shot!ld tbe co,o,\\·ncrs.hip ccase by reason of the diyisioa of the thing held in common, the uSllfn:ct of t~c iX'" :;t!mtcd 
to the cn'O\\'ncr sh:-dl belong [0 the usut"nlcru:lry. 

OHL/G.·rno."\·s OF TIlE CrlTRl"Cfl".AI0·. :\nicks ::~.1 (II t~H: Ci\'11 Code of ,be P!~::if'i'::~c:,-. T:~e :';5:,:"~,;(,';.,.1=-:-·. 

beft)rc u:rc~i:1.!! t:ron the enioymcllt (J( the properly, obli!!t.·d: 
:. .,1) To m:tkc, :lftn nOlice to ,he oWlln or his Iq.:iti:n:m: repres\'IH.Hi\T,:'In ::.\·C!lIory uf :,~) :b: F .. u!'t":~y. \ ... !~:(": .. 

... 
Sh:i~J c( In,:,:~1 .,:n ;;.ppr,ii~;,1 ()f ,he Illo\'abks ;!nd a dc:'.criptil in 'I! Ihe (em.!:!il In [It the m'll~~()\';;bk-s: 

;.:': Til ~I\'e security. bindin~ himself 10 fHII~!1 Ihl.: IJbb~~;l;i(lIlS m,;p()",cd ttp-I'll br.l :,. ;i((iJH::1::<:C \\,,;h ::::s 

:\r~ic!e:, ~::..! ,,:' d:e Cd Codc of d~c P:1i::ppine~. Thc pro\';:-;:!}::'; of ~o. :2 (,f the prccnli:1~ ;'n:d.: :-::,~;! ::1" .':Y::'-;H ~::,.: 

l:():~\Jr w::o b.;:-; re:,clYnl !ht.· u~l!fnlCi P!' the i'~opcny dot1.:!cd, (,r to d:e P:UI,:IH:-; \\ bl) .1~1.: u,:-~;!·n:ci'.:.:.~:,:s ,,:·,=:t·:: (::,:,,~:,::,\ 
propcrty. e:'\cqH \\'!:cn the p:uems comr.,c[ a ~ec()!1d m:;rn:l)!,l'. 

;\nicks SSS 01' d:c Civil Code of the Philippines. The ll~Ufft!(tu:HY, w!utcn:r BUY be the tide 0:" !:::: 'IS'::~::G. 1',,:'y "!:: 

exctl~('d :'rom d~e oblig:HioH of In:1kint": an lrll-cmory or of gi\':ng ~ecmiIY, when no one will he in:u:"l..·d :::creby. 

;\rticles SS6 of rhe Ci\-il Code of the Philippil~l.:s. Should d:e llsu(ruc£u:uy t:li\ TO gi\'c ~l'cur:ly ::1 ::,C Cl"'C:-; :,: \1.:l::ctt ~: .. : =, 
bOl!nd to gi\'c it, d:c owner nuy dem:1nd Ib:H Ihe imI1W\':lhh: he j)!:lCnlllndn :lllminislr.lIJOn, i!,:,l ':~t· :~~(11.:;':):':~ h.: :'01':,1. 
th:!t the pub!:c bonds. inSlrtllllcntS [)( credit pa Y:lblc to (.rder or 10 he.Hcr be c()!wcf:nl in:o :-q . .:.ish:.~.:(l CI::-~:::(;'~:i,:'" " .. 

iiiI deposited in " b",k or public institution, ,,"d th"t the 01'",,1 !>t st"", ,n c"h and the proceeds '" :,,,. ,,'c 0:' ,',. '''''·c.,'';" 
properly be ilH"CStcd in s:1fe sccurities. 

... 

"'" 

... 

... 

The imer(:s{ on the proceeds of Ihe sale of the 11l00'abks :H~d {h:H on public ::;(cu:-:;::e$ :'lflll :~0::.;:<:. ;l::~: ,!;i..: 
proceed.s of the propeny placed under :'Idminislr:nion, sh;lll belong (Q the ususfruc;:u:uy. 

Furthermore, the O'..nler m:lY, if he so prefers, until thc usufn:etll:uy gi\'es sCCl:rity or is cxnlsc:d !'m::1 m dO:C1~. 
rct:lln in his possession the propeny in usufruct :1$ adll1inis(r;l{or, subject to the obligation to eldinr to t!:c 'b::iH:CI:~!::.ry 
the net proceeds thereof, after dedt!ctin~ thc sum '\\"hich may be :lgreed upon or jt:dici:>ny 3::0 wed :-::i::1 ,·or 5~:ch 
:ldministr2tion . 

:\rticles 586 of the Ci\'il Code of [hc Philippines. If the llsufructuary who h:lS not given :seClmt~· cl:-i.ims, by \':~,,:~ uf;1 
promisc l!nder o::th, thc delin:-ry of the furniture necessary for his. ';.lS.e-, ;md tint he 2nd his f:'l.m11 y h~ :,i~[)~ .. ("d m ii .... ·c:n ;l 

house included in thc usufruct, dlC court may gr:lnt this petition, a(!er due considcf;uion of the ".K!5- 0:" rhe Co"!!:'': . 

The same rule ~h:lll be obser.-ed with respcct to implemcnts, tools :lnd other mo\·;;ble p;-op::ny :~~ce$:$.:",'y :'0, ;,,;t 

industry or \·ocH.ion in \\'hich he is engaged. 
If the O\\'l1er docs not wish th:lc cenain articles be sold bCC:111SC of theIr :1rtistic worth or bccu.::sc ;=~-=y i~;1\.·C .1 

sentimeIH:ll \":lllle, be mar demand their ddin:rr to him upon his giving security (or [he p:ty:nem of the !c~.;: i~:~crc~~ on 
[heir appraised \·altle. 

AnicJcs 588 of the Ci\'il Code of the Philippines. A(tcr the security h:lS been gi\-cn by the llst:frt:cm:1~·. ~::.- Sr..1t! h_1,.:e :! 

right to :11 the proceeds :lOci benefits from the day on which, in :lccordance with the {1 de consutm;:og ::~C ~:$:":(:-UG. b: 
should hdye commenced to feeei\"c them. 

til Articles 589 of the Ci\'il Code of the Philippines. The usufnlC£u:lf}' sh:11! [::Ike C;1re of [he things g~'\"C~ in ~::.",:!-r--...:cc :15 ::i. 

good f:lther of a famih-. 

Articles 590 of the Ci\-il Code of the Philippines. t\ u::;.ut"ruewary who alienates Of leases his right m U$t::n.:ct s-~:<n 
answer for :lny damage \\'hich the things in usufruct P.l:ly sutTer through the f.1Ult or neglige:1ce of Ir:C p;:-rson '\ .... ·ho 
substitutes him. 
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Articles 591 of the Ci\·il Code of the Philippines. If the usufruct be consti(Ulcd on a flock or herd of !.i\·cs;:Qck. the 
u5ufwcHlary shall be obliged to replace \\"jth the young thereof the animals that die (':loch year from n:H:Jral causes, or a:rc 
lost due (Q (he rapacity or beasts of prey. 

If [he animals on \,\'hieh the usufnlCt is consutlHcd should all perish, without tbe f:mh of d~c uSU~:"t:CH;:i.ry. 0:1 

account of some COIH3.g10US disc:lsc or any other ullcommon ('VCnt, the llSUS(ruclu:J.ry sh::ll ft:l:;!1 h:s oblig:H:on by 
ocli\"(."ring 10 the owner the remains which ll1:ly h:l.\·c been sayed from the misfortune. 

Should the herd or !lock perish in p:l.n. also by accident :lOd without the f:l.llh of the usu(n.:.cn:a~·. ti;~ t;'St:fntG 

sh:dJ cOl1linuc on the p:lrt san .. d. 

Should the llsut"n:cr be on sterile :lnim:lls, it S.h;l!l be COfl5!dcn:d. ,-,:;,h n:';'i~·C[ 10 :,5 :::·:·;:-C!-. ;;'$ :hou;h 
cons.inned 011 fungib!e thinp. 

:\nicles 51)2 of (he Civil Code of the Philippines. The usufructll:l.ry is obli!-!t:d (0 1H:lkc tho: onE:~.l=-:' .ci':--.;:-~ ::;.'(..'~:C~! ~"y ~!le 
thing given in usufruct. 

By ordin:uy rep:1.irs :uc UndLTS[ood such :lS :m:: rC(luircd by the wear :l[1(1 [car due to lh~ :uwr;,] ll5C ot" ::l':- thin;..; 
:lnd :In:: indispcns:lble for its preservation. Should the USll!n.~CHl:lry f:lil 10 nuke ,!1cm ;'!(.Cf (~(,:~~;l::d b:; :::c 0\;::.(..'., ,he
biter may make them at d1e (":"penses of the lIslIfruclu:lry. 

:\rticlcs 593 of the Civil Code of the Philippines. Extraordin:uy repairs sl1:1H be :1.[ [!~C cxpe;15c of :.i~('" n\\ ":;:r. Th.' 
llsufructu:lry is obliged to notify d1e O'\vner when the need for sllch repairs is urgent. 

:\rticles 59·~ of the Civil Code of the Philippines. If the mnler should make the extraurdin::;-y ,ep:~i:-5-, he 5-:~.<~1 h.;\.-;: ~\ 

right to (km:md of the llsufrucwary the legal interest on the :llllount expended for the time Ih:1t (he t:St::":-'..:Ct bSE~_ 

Should he not make them when they arc indispensab lc for the prcsefv:nion of the I:,:ing. the :.s,;f:-~:CH:;;:-y n,:ty 
make them; but he shall ha\"C a right to del1l:lnd of the owner. :It the termination oi the usuf;-ucr. t::c i:'!c,{'"_~:<:;: in \-~ .. ll:;: 
,-\-hich the immm-able may hayc acquired by reason of the repairs. 

Anicles 595 of the Ci\·jJ Code of the Philippines. The owner n1:ly comtruct any works :md m:lkc :l::y in:p:-on:r,1ca:s ot 
which the immo\-able in usufruct is susceptible, or make new pbntings thereon if it bc rur:1J, prO\-:dcc. ~i~;-.,: s::ch :K:S d,-) 
nor CHlse a dimilllHion in the \-alue of the lIsufruct or prejudice the right of the usu(rucu::lry_ 

Articles 596 of the Ci\·il Code of the Philippines. The p:lymem of :lnnu:ll charges and t;1xes a:~d of !i:,)sc CO:~$:~:;:r;:'! :~s ;1 
lien on the fruits, shall be:lt the e:"pense of the 115ufruc(u:lry for all the time that the u:,ufruC! I::S1S. 

:\rticlcs 597 of the Civil Code of the Philippines. The t-a:"es 'which, during the usufruct, may bc 11~)i)O$;:d d::-cct!y on ::he 
capital, sha!l be at the e:"pensc of the owner. 

If the iaHer has paid them, the llsufructuarr stull pay h:m the proper imerest on d,:e sm~1S wh:ch <:1::ly h:n:c b':-("r1 
paid in that ch:lracter; :l:1d, if the said sums bye been :lch-:l:1ced by the tlstlfrtlC!u~ry. he sidJ r('c(n·;:r the :l:';:O~::<: ;:::cn':-0:

at the termin:Hion of the llsufruct. 

l\rticlcs 598 of (he Ci\·il Code of the Philippines. If the usufruct be cons(inncd on the whol::: oj ~ p:Hrll"!~o:;y, :i~d it·:H 

the time of its constitution the owner h:lS debts, the rrm·islons of !lruclcs 758 and 759 rebting. to c:orut:o:1s siuH b;: 
applied, both with respect to the maintena nee of the mufmet and to the obligation of the usufn:cttlary to p:t.y sue:, 
debtS. 

The S:lme rule sh:lil be applied in case the owner is obliged, at the {ime the usufruct is eons;itmcd. m m:.kc 
periodical payments, e\"cn if there should be no known ClpitaL 

Articles 599 of the Civil Code of the Philippines_ The usufmctuary may claim any matured credits which form a put of 
the usufruct if he has given or gives the proper security. If he has been excused from gi\-ing security or h:;.s not been 
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able to gi\-e it, or if that gi\'en is not sufficielH, he sh:\l1 need the :uuhorizatioll of the owner, or of the COl,~( in dcL'n:h 
thereof, [0 collect such credits. 

The uSllfrucwan' \\-ho has gi\'cn 5.ecurity may use thc ClpH:l1 he h:lS collectcd in :wy m:lr.J~c. ::c ::,;;,y (:;:(.":;:1 

proper. The l:5.u{nl((U;lry who 11:1$ not gi\"{~n sCCLJrity sh:t11 in\"(:st (he 5:lid capll:.! :It in:c.(·~[ upon ;;gn:cr:~(.·:;, V.i.t:1 d:c 
oWlier; in (k[:ndr of st:ch :lgn.:cmcIH, with jtldici:ll :tllthnriz:uion; :tnd, in e\'C:ry casc. wuh sccmlty Slll::cicm 10 ;'~:<:$I..-r'\-c 

d~( Hltq!,rity of (he opii.:l1 in usuln!((. 

:\rtl(lt.:~ (JO{l (If d:e en-!! (o{!e ot the Ph:i!ppillcS, The usut"nlClll.lry Of:1 Illoflg:lged immo":1hk !>h:,li no, :'!t: ob:i;:r.:d ,n 
j):lY the debt !'()r [be StTl.lr:ty (,twhich the l;~()n!-!:l,!-:l' W:l$ ((J;1~titu:nL 

~b()t:ld (he immo\':,blc I)¢,: :Ht;Khnl or :-;(Jld jlldici:llly :-()~ th' p:lymt';H o( th;: (!e!,.. :hc lii.:-'::'U' 5-:::::: h: :::;[;;<.- :0 

tbe t::-:::"n!cw:;ry r-o, \\'h:Ht\-t'r the btltr Irr;,y lOSt" by rt":l~()n then.:of, 

:\n:ck~ 6(11 Oi- d~t" Ci\'i! C()(/t- of the Philippincs, The t::>llfruc[U:lry ~11:11l be obliged :0 no;i:"y '!'l- o'\.;:::t-~ {"i :;::,- :,c : ,-:- ~l 

third person, of \\-hich he m:,y b3\-e knowledge, t/Ut may be prcjudici:i.I ;:0 the rights o! (Jwnc::::;h:p, :1::(: b: ~~,_-,:: :':': :'_l::\: 
:-:ho:dd he nor do so, :'or d:l!11:lgCS, as if rhey had been c1Used IhrCH:~h hi:- own fau!1. { 

.. :\n:c:cs 6(12 of the Ci\-ij Code of the Ph itippincs_ The expl'n:-es, CO~[$ :lnd li:ibilitll:s in :'<Ui:'5 hrC;:'l,1.!.l:'1 \,:;~~! ~c_:..:_,[d rrn r.t~::.: 

ll:,u:-n:ct ~h:111 be bor:1C by the :'Isufrucruar~'_ 

[xn_"\'G"( 'JJI-!_\fLST OF l.·_n."F/{lX_T :\niclc$ 60} of d~(,: Ci\-i! Cpde of thc Philippi:H':s_, l-su:r~:cl is c'l:;;i:'.:,,:;,:;~!:,-·,i: 

(1) By the dC:-Hh of the USUfrll(tU:lry, unk-ss :l cOllirary ::Hel1!ion dC:lrly .1pr(":lrS~ 
(2) By the expiration of thc period for which it \\':1:-; COr1Sti!lHcd, or by the :"u]:illmc:1l of ~:,y :-t":"p:l.;~{':\.. 

eoncbion pn)\'ided in .he tide crc~ting (he ll'.iufrucr; 
(3) By n~crger of the u$ufruct :1nd ownership in the s:1n'!e person; 
(-I-) By fentlnci:nion ot the usufrucrtl;lry; 
(5) Gy d.e tm:ll loss of the thing is usufruct; 

(6) By d.e tcrmin:u!on of the right of the person constitLHing the U$utruCl; 

iiIt C) By prescription_ 

... 

;\nicles 604 of rhe Ci\-il Code of the Philippines_ If the thing gi\-cn in l::-;ufruC[ should bt: lost only in p~:(. ~:'.;c r;:;h<. 'i-h:",a 
continue on the rcm:lining p:1n . 

. -\rticles 605 of the Ci\-il Code of (he Philippines. L'sufrllcr CH1r1ot be constitutcd in (:1\'or of ;l :'0'\\"", CO~}O .. :"l.:C-:1., c:: 
;lS$OCI:1UO!l for more than tltry years_ If it h:ls been COI1S(itlHed, olnd be/ore the expir;uio;l 0[- such pcr:cd :!~(" ,-0\H1 :~ 

ab:mdoncd, or the corpor~ltion or dS'.ioci:ltion is d!ssoh-ed, the l:SUt"ruCt Sholl! be extinguished be re;tson t:~en:o{. 

,\rticles 606 of the Ciyil Code of ,he Phili ppines . .-\ usufruct granted for the timc th:1t rr.:ty elapse before a third ?Cr50:1 

:1Hains a certain age, shall subsist for thc number of years specitied, cycn if the third person should dic before d~e ?("riod 

expires, unless such tiSll trucr has been expressly gr anted only in comider:Hion of the existence oi such person . 

;\niclcs 607 ot the Ci\'il Code of the Philippines. If (he usufruct is COn5tluHcd on immo\-:lblc propeny of w:~:c:t _, 
building forms part, :!I1d the latter shou!d be destroyed in any manner \\'h:\lso cn:r, the llSl!fruCi.u?'~· Sh7Jj h7.\-C:": -:-ighr :0 
make usc of the bnd and the materials. 

The saine rule shall be appiied if the uSllfruct is constituted on a bui!di!lg only -and the 'S::, •• ;.~e sr.o~;hi be 

destroyed, But in such a case, jf rhe o\\-ner should wish to const ruCI another building:, he shall ha.-c a righ;: 10 OCCl!py .. he 
land and ro make use of the Illateri:lls, being obliged to PolY to the uSLIfructuary, dlJring ;:he conunuance of ;:~c t)St::·wcr. 

the interest upon the sum equi\'delH ro the value of the land and of the m;tt crials_ 

Articles 608 of the Ciyii Code of the Philippines, If the usufructuary shares with the owner the insur:'l.~ce of rhc 

tenement gi\-cn in usufruct, the fonner shall, in case of loss, continue in the cnjoymcfl[ of the new building. shouid one 

be constructed, or shall receive the inrcrcst on rhe insurance indemnity if the owner docs nO[ \;.·ish to rebuild_ 

19 



... 

.. 

... 

Should the usufructuary h:l\"c refused to contribute (0 the insurance, the owner insuring the tenement :<Ione, 
the lauer shall receive rhe fuJI amount of the instlr:lncc indemnity in case of loss, saying ah\-ays [he right gr:.mcd to the 
usufructuary in (he preceding article. 

Articles 609 of the Ci\"il Code of the Philippines. Should the thing in usufn:c! be expropriated for public 1>5'1..', d-:.c O\',:ncr 
shall be obliged either to replace it with ~mothcr thing of [he s;unc \"alne ;'Iod of simiJ:u conditions, 0: to p:.y the 
usufrucwary the lcg:tI interest on the amount of rhe indemnity for the '>.\·holc period of the usu:ruo. i:' [::c m.nu::r 

chooses rile Iaucr altcrn:ui\'c, he shall gi\'c security for the payment of tbe interesL 

:\niclcs 610 of tbe Ci\'il Code of thc Philippines, .\ usufruct i$ not c:xtinguishetl by b:;d usc of the thing in ~:$tl(:::c<; but 
if the abuse should cause considerable il1jury 1O the owner, the bucr may d cm:md (h:-u the ,:1::1g be ddi\.'e:-cd to him. 
binding himsclf to p:ly annu:llly 10 the usufructuary the nct procceds of the s:une, after dcdt:ct:ng t!~c- cxpcn:,:.'":, ;m(: '~le 

compcnsation \\'hich rnay be allowed him for its adminiswHion, 

:\nicJcs 611 of the Ciyil Code of the Philippines, :\ llsufruCE conslitl:ted in faw), of 5c\"Cral peson b'i:"lg ::[ d~~ ti~!:(" nt" 
its constitution shall not be extingui:dled until the de:1th of the !:lS! suryi\'or. 

:\rticlc's 612 of the Ci",'il Code ot" d1e Philippines, Cpao the termination of th e USl1ffl~Cl, the thing in .:s:lin:c:. s,b:~ be 
ddi\"cred w the owner, without prejudice [0 the right of retcntion pCrI:1ining [0 the llSt!(ruG;'l:H~" or ;,is i;l:~rs :'(.r U.XCS 
:1Od cxtr:;ordin:uy expenses which should be reimbursed, ;\ftCf the ddi\"(:ry h:;s been nude, t. i~c 5cc;.:ri,y or lno:'g:t.~(" 
sh:111 be c:mcelled, 
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SANGGUNIANG l'ANLAl.AW1GAN 

RESOLUTION NO. 

_\ RES()LCTIO>' _\CTII()RIZI~C; Till' PI()\,I~C1.-\L C;O\,ER~()R TO ()R(;_\~IZE ,\ 
F()l-~n_\TI()~ TII.\T \\-11.1. ,L\~AC;I-: ,\~D ()PI,](XrE TIlE PRO\,I~CL\L 11()~prL\L ,\:-;1) Ttl 
_\PPRll1'RI.\TI'_ IT:-;nS FOR TilE S,"!E_ 

WHEI<EAS, the Province of adheres to its mandate 

under the Constitution that it shall adopt an integrated and 

comprehensive approach to health development and endeavor to make 

essential goods, health, and other social sel'.'ices available to all the 

people at affordable cost with priority for the needs of the 

underprivileged, sick, elderly, disabled, women antl- chilclt-en and 

endeavor to provide free medical care to paupers; 

WHEREAS, it has become extremely difficult for the Province to 

fulfill such responsibility due to dwindling subsidies from the National 

Government as well as reduced availability of local funding brought 

about by the aftershocks of the 1997 Asian financial crisis and the 

continuing economic crisis in the country; 

WHEREAS, there is a pressing need to explore alternative forms of 

management and organization of the provincial hospital for the province 

to be able to fulfill its mandate under the Constitution and effectively 

run its provincial hospital; 

WHEREAS, studies reveal that a foundation registered with the 

ii;i Securities and Exchange Commission is the most appropriate and 

acceptable form available under existing laws to enable effective 

cooperation between local government units, international agencies and 

... 
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the private sector for a more efficient management, operation and 

administration of the provincial hospital; 

WHEREAS, capable and qualified members of the private sector 

and international organizations in cooperation with officials of the local 

government have in fact been negotiating and discussing ways and 

means to convince the provincial, municipal, city and barangay units of 

the Province to contribute and be represented in a foundation to manage, 

operate and administer the provincial hospital to attain efficient and 

effective management as well as financial independence in line with the 

Local Government Code of 1991; 

NOW THEREFORE, BE IT RESOLVED AS·· IT IS HEREBY 

RESOLVED that: 

RESOLVED that the Provincial Government be authorized to form, 

organize and invest funds in a foundation, to be registered with the 

Securities and Exchange Commission, for the purpose of operating and 

managing the provincial hospital; 

RESOLVED that the Provincial Governor be authorized as he is 

hereby authorized to represent the Province in the said foundation to be 

formed and organized under the Corporation Code of the Philippines 

and to enter into agreement for the Province with such foundation to 

manage, operate and administer the provincial hospital; 

RESOLVED that the amount of PESOS ______ (P __ _ 

be hereby appropriated for whatever expenses are necessary for the 

formation, organization and for the initial contribution of the Province to 

the said foundation; 
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RESOLVED that the Province appropriate a percentage of its 

Internal Revenue Allotment equivalent to the value of services given to 

indigent patients not recovered through the present financial schemes of 

the provincial hospital, for the management, operation and 

administration of the provincial hospital for a period of five (5) years 

starting fiscal year 200_ until 200_ to assure continuity of hospital 

servIces during the transition period and to extend such period for 

another fi\'C (5) years should additional funding on the fourth year be 

determined to be needed; 

RESOLVED that the Provincial Governor with consultation \\·ith 

the Local Health Boards and Health Officers devise a schemc whereby 

the assets of the provincial hospital will be eventually.tr.ansferred to the 

said foundation should the latter prove to be a more effective vehicle for 

the management, operation and administration of the said provincial 

hospital. 
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ADOPTED this day of ___ _ 2001 on motion made by 

____ seconded by _____ _ 

VICE GOVERNOR 

I HEREBY CERTIFY TO THE 
CORRECTNESS OF THE 
FOREGOING RESOLUTIONS. 

SECRETARY 

APPROVED BY HIS HONOR 
this _ day of 2001. 

GOVERNOR 
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THE SECURITIES AND EXCHANGE COMMISSION (SEC) 
REGISTRATION PROCESS 

Registering the LGU Corporation 

I. Draft the required documcnts and papcrs for the rcgistration of thc 
corporation "'ith the SEC. The documents to be drafted would depend essential!y Oll 

the type of corporation to be organized. Specimen documents for the registration of" 
stock corporation arc shown in Annex "C': while those for a non-stock, non-profi. 
corporation (foundation) are shown in Annex "I)". 

Regardless of whether stock or non-stock, the .·\nicles of Incorporntioll (".·\01") is 
the most important documcnt of the corporation as it lays dO\\'n the basic agreements of 
the stockholders or mcmbers who shall, artcr incorporation, be considered as a s;ngle 
legal entity. Before dratling the AOI, thc LGU must lirst determine the follo\\'ing: 

a) Corporate name. The namc of the corporation is esscntial for it is [he 
principalmcans of distinguishing it not only rrom its stockholders or members but 
from othcr juridical entities as \\'ell. Thcrc are a number of restrictions in the use 
of corporate namcs, among which arc as lollo\\'s: . 

I. The corporatc namc should contain the word "Corporation" or 
"Incorporated", eithcr in full or in abbrcviated form. The word 
"Company" is appended to names of partncrships (SEC Guidelines, 
7 September 1977); 

II. If the proposcdname contains a word similar to a word already used, 
as part of thc finn name or stylc of a rcgistered company. the 
proposed namc must contain two other words different ti'OIl1 ,he 
name of the company already registcred. This is to prC\'C,ll 

confusion and difficulties of administration and supervision (ibid.): 

Ill. If the corporate name contains initials, an explanation mUSE 

accompany the ;\01 stating the meaning of the same and ,he 
relevance or reason for the use thereof (ibid.); and 

IV. Only non-stock, non-profit corporations arc allowcd to use the word 
"Foundation" as part of the corporate namc. 

It is thus advisable that the DOH!LGU, even before preparing the :\01. 
should verify with the SEC if it could use its proposed name. Once thc name has 
been verified to be available for use, the DOH/LGU may reserve it for a period of 
thirty (30) days therefrom. It must be noted, howevcr, that the verified and 
reserved name is deemed unofficial unless and until the certificate of registration 
is issued to the corporation . 
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b) Purpose of the Corporation. The purpose clause confers as well as limits 
the powers of the corporation. The purpose should be specified with sufficient 
clarity and elucidation to define with certainty the scope of the corporation's 
activities. It is illegal for a corporation to apply its capital or profits to objects not 
contemplated in the AOI. (SEC Opinion, 20 June 1989). 

Primary and Secondary Purposes - A corporation can have as many lawful 
purposes as it may desire, but the AOI should specify the primary purpose as well 
as the secondary oncs. A non-stock corporation may not include a purpose that 
would change or contradict its nature as such (Corporation Code, Scc. 14[2]). 

In the case of hospital corporations, the purpose clause must contain a 
provision to the effect that "purely mcdical or surgical services in connection 
therewith shall be performed by duly qualified physicians and surgeons who may 
or may not be freely and individually contracted by the patient". 

(c) Place of Principal Office. The place need not be a complete addr.::ss. The city 
or town where the principal office is to be located is sufficient. Furthermore. the 
principal office may be in one place and the place of. operation in another 
(:\gbayani, ISO). 

(d) Term of Existence. The original term should not excecd fifty (50) years from 
the date of incorporation. This, however, may be extendcd by an unlimited 
number of times by subsequent amendments ofthc AOI, as long as each extension 
does not exceed tifty (50) years (Corporation Code, Scc. II). 

(e) Number, Names, Nationalities and Residences of the Incorporators. The 
incorporators must be natural persons, i.e., the DOH/LGU itself cannot be an 
incorporator. They must also be stockholders or members of the corporation. 
Hence, in a stock corporation, the DOH/LGU must provide the incOlvorators one 
qualifying share each. There must not be less than five (5) but not more than 
fifteen (15) incorporators, and a majority or them must be rcsidents of the 
Philippines. (Corporation Code, Sec. 10). 

(I) Number of Directors or Trustees. In stock corporations, the Humber of 
directors shall not be less than five but not more than fiftecn; in non-stock 
corporations, the number of trustecs may exceed fiftecn. (Corporate Code, Secs. 
14 and 92) 

(g) Capitalization. In a stock corporation, the amount of authorized capital stock 
(ACS), subscribed capital, paid up-capital and the names, nationalities and 
residences or the original subscribers should be indicated in the :\01. At least 
25% of the ACS must be subscribed and at least 25% of the subscribed capital 
must have been paid; provided that the paid-up capital shall not be less than 
P5,000.00 (Corporate Code, Sec. 14) 
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(h) Membership. In a non-stock corporation, the amount of capital, names, 
nationalities, residences and individual contributions of the members must be 
stated in the AOI. There are no restrictions as regards the capitalization of nOI1-

stock, non-profit corporations, except that if the word "Foundation" is made part 
of the corporate name, the membership contributions at the time of r<:gi~;ralion 
Illust be at least P50,000.00. 

(i) Special Pro\·isions for Non-Stock, Non-Prollt Corporations. Should the 
DOH/LGU decide to form a non-stock, non-prollt corporation (e.g .. fe';",(!;,!;,,!]). 
the following provisions IlluSt appear in the /\01 for it to qualify as a !"x-cxcnp! 
corporation and a donee institution: 

i. '·Thc Corporation is non-stock and nOll-prolll"·: 

II. "The property and income of the Corporation wheresoe\·er deri\cd ,hall be 
appl ied solely towards the promotion of the purposes of the Corpl'r:,tioll as 'I.'; 
forth in the AOI and no portion thereof shall be used or transkrrcd. directly (1r 

indirectly, by way of di\·idends. bonuses or any otiler form <,r prl.,I't 
distribution lO persons who at any lime arc or ha\'e _ been mcmh:rs \)f lh~ 

Corporation or to any person claiming through any ofthc"m··: 

III "The level of administrative expenses of the Corporation on an ill:nl!a! basis 
shall not exceed thirty percent (30%) of its total utilization during the !axabk 
year'~; 

IV. "Not later than the 15 'h day of the third month aftcr the close of the 
Corporation's taxable year in which contributions are rceci\·cd. thc 
Corporation shall utilize the said contributions directly for the acti\·c conduct 
of the activities constituting the purpose for which it is org:mizd and 
operated, unless an extended period is granted by the Secretary of Fin~llcc··: 
and 

v. "In the event of its dissolution, all the assets of the Corporation, alkr paying ,ts 
liabilities and otherwise complying with its contractual commitments to thc 
Philippine government or any of its departments, bureaus, agencies and 
instrumentalities, and to international and local institutions, shall be disposed 
of and turned over to one or more non-stock, non-profit corporatioIls or 
cooperatives engaged in activities in the Philippines substantially similar to 
those of the corporation pursuant to a plan of distribution "dopted 1I1 

accordance with Sec. 95 of the Corporation Code·'. (NLRC. Sec. 29[h] [cJO 

Other necessary registration documents are as follows: 

DOCUMENTS COMMON TO STOCK AND NON-STOCK CORPORA TIO~S: 
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I. By-Laws - This contains the rules and regulations of corporate governance. 

II. 

By-Laws may be filed together with the AOJ or within one month from the 
time of recei pt by the Corporation of its certi ficate of incorporation. 

Letter-undertaking - Signed by one of the incorporators that the corporation 
will change its name in the event that any person, firm or entity has acquired 
a prior right to usc the same. 

III. Registration Data Sheet - Contains basic information about the corporation 
(e.g., purpose, term of existence, address, etc.). Pre-printed registration data 
sheet llIay be obtained froll1 the SEC. 

IV. Treasurer's Affidavit -In a stock corporation, this certifies that at least 25% 
of the ACS has been subscribed, and that 25% of the subscribed capital 
stock bas been duly paid. In non-stock corporations, this will show the 
actual contribution made by each member. Both llIust be notarized before a 
notary public. 

V. Verification Slip - This is proof that the proposc.d corporate name IS 

available for use and the sallie has been reserved by the applicant. 

Other necessary documents arc as follows: 

DOCUMENTS COMi'.ION TO STOCK CORPORA nONS: 

4 

I. Authority to Verify Bank Deposit - This document gives the SEC the 
authority to have the bank deposits of the corporation examined and 
verified . 

II. Subscribers Information Sheet - This provides, among others, infofmarion 
regarding the capital contribution of each stockholder. A pre-printed form 
may be obtained from the SEC. 

III. Bank Certificate of Deposit - This shows the alllount of paid-up capital 
deposited in the bank. It must be notarized before a notary public. 

If registration is through the Express Lane and there is nO check writer on the 
bank certificate of deposit, especially from banks located in the provinces, or if 
the account number is not specified in the bank certificate, the original bank book 
of the corporation must be presented and a xerox copy thereof bearing the name 
of the company, Treasurer-in-Trust and bank balance as ofa certain date must be 
submitted to the SEC. (SEC MC No.3, 0 I October 1993). 

Other necessalY registration documents are as follows: 
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c) a COpy of the AI1icies of Incorporation; 

d) a copy of the By-Laws; 

e) a copy of the latcst (i.e., last 3 years) audited financial statements showing 
the assets, liabilities, receipts. and disburscments of the corporation. If a 
new corporation, a Trcasurer's Affidavit certifying that the corporation is 
non-profit and ahs reccntly been organizcd . 

TO QUALIFY AS A DOj';EE I:,\STITUTIO:'-1. TIlE FOLLOWI:,\G DOCDIE:'\TS 
SHOuLD BE FILED WITH TIlE BIR: 

a) BIR-ForIn CrCED No.3; 

b) An affidavit showing the following: 

I. the character of the organization . 

II. the purpose for which it was organizcd, 

Ill. its actual activities . 

IV. the source of income and disposition thereof, whethcr or not any of 
the income is credited to surplus or inures or may inure to the benefit 
of any private stockholder or individual, and 

v. in general, all facts relating to the operations of the corporation 
which affect its right to excmption. 

c) Article, l3y-Laws and SEC Certificate of Incorporation: 

d) A copy of the latest financial statements. If a new corporation, a 
Treasurer's Affidavit certifying that the corporation is non-profit and has 
recently been organized; and 

e) Filing fee for Certificate of Registration. 

Note, however, that any donee institution enjoying tax benefits under the CTRA is 
prohibited from undertaking any of the following activitics: 

a) 

b) 
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Lending any part of its income or property without adequate security or a 
reasonable rate of interest; 

Purchasing any security or property for more than an adequate 
consideration in money or money's worth; 
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c) Selling any part of the security or other property for less than adequate 
consideration in money or money's worth; 

d) 

e) 

Diverting its income or transferring its property, by way of lease or sale to 

any members of its Board of Directors or Trustees, founder, principal 
officers or any member of thcir familics, or to any corporation controlled 
directly or indirectly by aforesaid individuals or thcir family; 

Using any part of its property, income or capital for any purpose other 
than that for which the corporation was created; and 

f) Engaging in activity contrary to law or public policy. 

4. Organize the Corporation - The Corporation is required to formally organize 
and commence the transaction of its business or the construction of its works within t\\·o 
years from the date of incorporation. Failure to comply with these conditions subsequent 
will result in the automatic expiry of corporate powcrs. Should the corporation later 
exercise corporate powers, quo warranto proceedings may be brought against it to oust it 
therefrom. Organizing a corporation includes the following steps: 

8 

a) Holding of the first organizational meeting of the stockholders to ciect the 
Board of Directors and to adopt thc By-Laws of the corporation. 

b) If By-Laws were not filed together with AOI during incorporation, filing 
of the same with the SEC. This must be done within one month from the 
receipt of official notice of the issuance of certificate of incorporation by 
the SEC; and 

c) Holding of the first organizational meeting of the elected Board of 
Directors or Trustees. The first meeting of the Board should: 

I. 

II. 

Ill. 

IV. 

V. 

VI. 

...... 

Elect officers, fix their compensation ancl, if necessary, require the 
posting of fidelity bonds; 

Adopt the corporate seal and form of stock certificates; 

Authorize the issuance of shares and the taking of subscriptions; 

Accept pre-incorporation subscriptions; 

Establish a principal office; 

Fix the place for regular meetings of Directors or Trustees; 
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VII. 

VI1I. 

IX. 

Authorize the signing and counter-signing of checks and similar 
instruments by certain officers of the corporation; 

Adopt contracts made by promoters, if any, 011 behalf of the 
proposed corporation: 

Authorize application for a permit for taking subscription ,md 
issuing shares with the SEC. if one is necessary and has not been 
filed, or ifno exemption has been granted: 

x. Authorize the opening of a bank account and dcsign<!ic certain 
officers or representati\'e as authorized bank signatories: and 

XI. Authorize acquisition of property and execution of contracts 
necessary to actual commencement of the business. 

Thenceforth, the DOHiLGU Hospital Corporation or Foundntion may proceed to 
conduct its business of managing the devolved hospital. 

5. Invcst in the COl'pol'atizcd Governmcnt Hospital - If what has been organized 
or created is a holding corporation (i.e., a company that confines its acti\'ities to owning 

.. shares of stock in, and supervising management ot~ othcr companies. It usually owns 
more than 50% of the voting stock of the companies whose stock it holds), it may now 
invest in the CGH by purchasing share of the latter. This may be done by means of a 
Board resolution authorizing the holding corporation to invest in the stocks of the CGH 
and to execute a Subscription Agreement with the latter or by legislation transferring the 
shares of a hospital corporation or the assets of a hospital unit to the holding company . 

... 
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MODEL ARTICLES OF INCORPORATION 
OF A FOUNDATION 

Articles of Incorporation 
Of 

____ Foundation, Inc. 

KNOW ALL MEN BY THESE PRESENTS: 

THAT WE, all of whom are of legal age and residents of the 
Philippines, have this day voluntarily agreed to form a non-stock 
corporation under the laws of the Republic of the Philippines. 

AND WE HEREBY CERTIFY: That 

FIRST: The name of the said corporation shall be 
FOUNDATION, INC., hereinafter called the "Foundation" 

SECOND: To establish, maintain, run and operate on a non
profit basis a medical clinic, hospital or hospitals in the [Province of 
_--,1 for the treatment, care, relief and medical or surgical 
attendance of the sick, afflicted, injured or inform in the [Province], for 
the study of the 9ause, nature, prevention and cure of the various 
diseases, and for the care and treatment of maternity cases, subject 
to the condition that purely professional medical or surgical services 
in connection therewith shall be performed by duly qualified 
physicians or surgeons who mayor may not be connected with the 
Corporation and who mayor may not be freely and individually 
contracted by the patient; and to establish and maintain drug 
dispensaries and medical and chemical laboratories necessary for 
the purposes of the hospital, including anatomical, x-ray pathological 
and similar laboratories and such other enterprises which may have 
similar or analogous undertaking or dedicated to services in 
connection therewith. 
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AND IN FURTHERANCE OF THE PURPOSE AFORESAID, 
the Foundation shall have the following incidental powers -

(a) To accept any gifts, contributions 
endowments, grants, bequests and devices of any kind of 
real or personal property which are necessary and proper 
for the attainment of the purpose of the Foundation, and 
to hold, acquire or administer any real or personal 
property given, devised or bequesthed to it for the 
purpose of the Foundation; 

(b) To hold, buy, sell, exchange, hire, rent or 
lease, and to mortgage or otherwise encumber, any real 
or personal property, and to invest or re-invest its funds, 
monies or properties in such undertakings and activities 
as may be desired or necessary to carry out the purpose 
of the Foundation; 

(c) To do and perform all acts and things 
necessary, suitable or proper for the accomplishment of 
the purpose hereinabove stated or which shall at any time 
appear conducive to the protection or benefit of the 
Foundation, including the exercise of the powers, 
authorities and attributes conferred upon corporations 
organized under the laws of the Republic of the 
Philippines in general and upon domestic corporations of 
like nature in particular. 

THIRD. The principal office of the Foundation shall be 
established or located in the [Province of 1. 

FOURTH. The term for which the Foundation is to exist shall 
be fifty (50) years from and after the date of issuance of its certificate 
of incorporation. 

FIFTH. The names, nationalities and residences of the 
incorporators of the Foundation are as follows: 
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NAME NATIONALITY RESIDENCE 

SIXTH. The Foundation shall have five (5) Trustees, and 
the names, nationalities and residences of the first Trustees of the 
Foundation are as follows: 

NAME NATIONALITY RESIDENCE 

SEVENTH. The membership of the Foundation shall be 
comprised of such non-stock, non-profit corporations and 
cooperatives as may from time to time qualify and be admitted in 

iii accordance with the By-laws of the Foundation, and the names, 
nationalities and principal offices of the first members of the 
Foundation are as follows: 
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iIII 

NAME NATIONALITY PRINCIPAL OFFICE 

EIGHT. (a) The property and income of the Foundation 
wheresoever derived shall be applied solely towards.the promotion of 
the purpose of the Foundation as set forth in tffese Articles of 
Incorporation and no portion thereof shall be used or transferred, 
directly or indirectly, by way of dividends, bonuses or any other form 
of profit distribution to the persons who at any time are or have been 
members of the Foundation or to any person claiming through any of 
them, provided that nothing herein contained shall prevent the 
payment in good faith of reasonable compensation to any officer or 
employee of the Foundation, to any member thereof, or to nay other 
person in return for services actually rendered to the Foundation. 

(b) In the event of its dissolution, all the assets of the 
Foundation, after paying its liabilities, shall be disposed of and turned 
over to the Republic of the Philippines or any of its agencies, 
instrumentalities or political subdivisions to be used for a public 
purpose 

NINTH. has been elected by the incorporators 
as the Treasurer of the Foundation to act as such until his successor 
is duly elected and qualified in accordance with the By-laws, and that, 
as such Treasurer, he has been authorized to receive for and in the 
name and for the benefit of the Foundation all dues, fees, donations 
or other contributions paid or given by the members and other 
parties. 
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IN WITNESS WHEREOF, the parties hereto have signed these 
presents this __ day of 2000, at Philippines . 

TIN No. TIN No. 

TIN No. TIN No. 

TIN No. 

Signed in the Presence of: 

ACKNOWLEDGMENT 

Republic of the Philippines) 
Province of ) SS. 

BEFORE ME, a Notary Public in and for the Province of 
____ , Philippines, personally appeared: 

Name eTe No. Date/Place Issued 
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all known to me and by me known to be the same persons who 
executed the foregoing instruments and who acknowledged to me 
that the same is their free and voluntary act and deed. 

IN TESTIMONY WHEREOF, I have hereunto set my hand and 
affixed my notarial seal this th day of 2000, at 
____ , Philippines . 

NOTARY PUBLIC 

... Doc. No. __ _ 
Page No. __ 
Book No. __ 

... Series of __ 

... 

... 

1 

" 



... 

... 

... 

... 

OIl 

OIl 

... 

.. 

IiIi 

\ 

COMPLIANCE WITH SEC REQUIREMENTS FOR 
NON-STOCK CORPORATION 

WE, the undersigned, constituting all the Trustees of the 
LGU Hospital Foundation, Inc. (The "Foundation"), a non-stock, 
non-profit corporation which is now in the process of being 
registered with the SEC hereby undertake that, in the course of 
its operations, the Foundation will comply with the SEC 
Requirements for Non-Stock Corporation dated ___ _ 

-. -- .,""., 
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MODUS OPERANDI 

LGU HOSPITAL FOUNDATION, INC., to establish, maintain, 
run and operate on a non-profit basis a medical clinic, hospital or 
hospitals in the [Province of 1 for the treatment, care, relief and 
medical or surgical attendance of the sick, afflicted, injured or infirm in 
the [Province], for the study of the cause, nature, prevention and cure 
of the various diseases, and for the care and treatment of maternity 
cases, subject to the condition that purely professional medical or 
surgical services in connection therewith shall be performed by duly 
qualified physicians or surgeons who mayor may not be connected 
with the Corporation and who mayor may not be freely and 
individually contracted by the patient; and to establish and maintain 
drug dispensaries and medical and chemical laboratories necessary 
for the purposes of the hospital, including anatomical, x-ray 
pathological and similar laboratories and such other enterprises 
which may have similar or analogous undertaking or dedicated to 
services in connection therewith. 

Once incorporated, the Board of Trustees shall create from time 
to time such committee(s) it may deem desirable and necessary in 
the implementation of the purpose, programs, projects and activities 
of the Foundation. Cooperative undertakings with government 
agencies and non-governmental organizations with similar objectives 
will likewise be pursued. 

Considering its purpose and plans, the Foundation shall, 
without doubt, make a significant contribution to the advancement 
and development of academic research and training in public policy 
and administration. 
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The Chairman· 
Securities and Exchange Commission 
EDSA Avenue 
Mandaluyong, MM. 

Date __ _ 

Subject: Undertaking to Change Corporate Name 

Dear Chairman, 

In connection with the registration of the Articles of 
Incorporation of the LGU Hospital Foundation (the "Foundation"), the 
organizers of the Foundation, through the undersigned 
representative, manifest their willingness to change the name of the 
Foundation in the event that another person, firm or entity has 
acquired a prior right to the use of the said name or one deceptively 
or confusingly similar to it. 

Very truly yours, 
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MEMBERS OF THE 
... LGU HOSPITAL FOUNDATION, INC . 

... 
NAME SPECIMEN SIGNATURE 

... 

.... 

... 

ATTEST: 

Corporate Secretary 
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BY-LA WS 
OF 

PROVIr-\CIAL HOSPITM. FOUNDATION, Ir-\C. 

\'\'E, the undersigned, constituting at lc:l!'[ ;1 majority of the entire !11crnbcrs of {he 
rRO\'I~C!t\L HOSPIT;\i. FOL0:D.\TIO:-';, I:\C., hereby proll1ulg"te ,he here;n By·b"·,, 

ARTICLE I 

IDE~TIFIcxrIO~ 

Section l. Name. The name of (he corporation shall be PROVI:\C!.-\L 
HOSPITAL FOU0:DATION, I?\C., hereinafter referred to as (he "Foundation", 

Section 2. Nature and Objectins of the Foundation. The Foundation is 
private, non-stock, non-profit corporation whosc objectivcs arc those sct forth ill (ile 
Articles of Incorporation, 

ARTICLE II 

OFFICES 

Section 1. Principal Office. The principal office of the Foundation shall be 
located in the Province of _____ , Philippines, or at such place therein as the 
Board of Trustees may designate. 

Section 2. Other Offices. The Foundation may establish a branch office or 
offices in such other place or places within or without the Philippines as the Board of 
Trustees may from time to time determine or the work of the Foundation may require. 

ARTICLE III 

MEMBERS 

Section 1. Members. The members of the Foundation shall be composed of the 
Incorporators named in the Articles of Incorporation, national go\'ernment as represented 
by the Department of Health, local government units within the Province of ____ _ 
juridical entities such as registered cooperatives, and associations whose primary purpose 
is health related services andlor hospital management and charitable institutions and 
international organizations whose main objective is to improve the management, 
operation and administration of the provincial hospitaL Natural persons with expertise in 
hospital management may be admitted from time to time by a two thirds (213) vote of the 
members of the Board of Trustees. The Board may also elect by unanimous vote. 
honorary members and officers who shall have no authority over nor responsibility for 
the operations of the Foundation. 
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Section 2. Application for Memberships. The application for membership shall 
be made in writing in a fonn approved and provided for such purpose by the Board of 
Trustees. The conditions for membership in the Foundation shall likewise be dctennined 
and prescribed by the Board of Tn IS tees. 

Section 3. Membership Fees and Other Dues. The Board shall prescribe from 
time to time the required membership fees, dues and other assessment; pro\'ided, 
however, that honorary members shall not be charged such fees, dues or assessmcnts . 

Section 4. Certificate of i\Iembership. A ccrtificate of membership shall be 
issued by the Foundation to each membcr which shall be in a form prescribcd by the 
Board of Trustees. The certificate is non-transferable. In case a certificate is lost. 
destroyed, or mutilated, a new certificate may be issued upon paymcnt of a reasonable 
replacement fee which the Board of Trustees in its discretion may require. 

Section 5. Membership in Good Standing. Any member, other than a honorary 
member, (i) whose required fees, dues and other assessments arc fully paid, (ii) has not 
violated any provisions of the Articles of Incorporation, these By-Laws, the rules and 
regulations, circulars, memoranda and other issuances of the Board of the Foundation. 
and (iii) has complied with all the obligations, duties and undertakings of mcmbership 
shall be considered in good standing and unless otherwise provided by these By-laws. 
may avail himself of all the rights and privileges of membership in the Foundation. 

Section 6, Rights and Privileges of Members. All members of the Foundation 
shall enjoy rights and privileges as may from time to time be determined by the Board of 
Trustees, except that only members in good standing shall have the right to vote at any 
meeting of the members and the privilege to be elected or appointed to any position or 
honor or responsibility in the Foundation. 

Section 7. Limitation on the Right of Members to the Funds and Assets. No 
member shall have or acquire any right, title or interest in the funds or assets of the 
Foundation nor any vested right in the continuation of any privileges granted by the 
Foundation, nor be entitled to share in the distribution of any assets of the Foundation 
which shall be utilized and applied by the Board of Trustees for the attainment of the 
purposes and objectivcs of the Foundation as stated in its Articles of Incorporation and 
such other activities in furtherance thereof. 

Section 8. Termination of Membership. Membership in the Foundation may 
be terminated either by withdrawal or expulsion therefrom. Any member desiring to 
tenninate his membership by withdrawal from the Foundation shall submit a written 
notification to the Board of Trustees. 

Se'ction 9. Expulsion. If a member commits any act prejudicial to the interests 
of the Foundation or refuses to comply with its duties and obligations as a member, the 
Board of Trustees may, following a hearing, expel such member or, in lieu of expulsion, 
order the suspension of the member's right to vote until such time as the Board shall 
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determine. During the period of suspension, the presence of such member shall not be 
required in determining the existence of a quorum or the number or votes required to 
appro\'e any course of action or proposition. 

ARTICLE IV 

;\IEETI:\CS OF ~I E;\1BERS 

Section I. Place of "leetings. All mcetings of members shall be held at the 
principal ortice of the Foundation unless \\"ritten noticcs of such meetings should Ii, 
another placc within the Province of 

Section 2. Biennial :Vleetings. The biennial meeting of the members of ib: 
Foundation for the clection of Trustees and the transaction of such other business as may 
properly come before the said meeting shall be held On the first \\"eek of July. at snch time 
and place as the Board of Trustees may cktennine. If the election of Trllstees could not 
be held on the day designated for the biennial meeting or at any adjournment of slIch 
meeting, the Board of Trustees shall cause the election to be held at a special meeting ", 
soon thereafter as the same may conveniently be held. At SUC)1 special meeting. the 
members may cIect the Trustces and transact other business as stated in the notice of the 
meeting with the same force and cffect as at a biennial meeting duly called and held. 

Section 3. Special Meetings. Special meetings of the members may be eailed at 
any time by resolution of the Board of Trustees or upon the written request of at least 
twenty percent (20%) of all the members of the Foundation. Such request shall state the 
purpose or purposes of the proposed meeting. 

Section 4. Notice of l\\eetings. Except as otherwise pro\'ided by la\\'. written or 
printed notice of all biennial and special meetings of the members, stating the place and 
time of the meeting and, if necessalY. the general nature of the business to be considered. 
shall be transmitted by personal delivery, mail, telegraph, telex or filcsimile transmission 
to each member at his address last known to the Secretary of the Foundation, at least 
thirty (30) days before the date of the meeting, if a biennial meeting, or at least ten (10) 
days before the date of the meeting, if a special meeting. Except where e,pressly 
required by law, no publication of any notice of a meeting of members shall be required. 
If any member shall, in person or by attorney-in-fact thereunto authorized, in writing or 
by telegram, telex, facsimile transmission, waive notice of any meeting, whether before 
or after the holding of such meeting, notice thereof need not be given to him. "'OIice of 
any adjourned meeting of the members shall not be required to be given, except \\"hen 
expressly required by law. 

Section S. Quorum. At least forty per cent (40%) of all members in good 
standing of the Foundation shall constitute a quorum for the transaction of business at 
each meeting of the Foundation save in those cases where the Corporation Code requires 
the presence at the meeting of a greater number of members. In the absence of a quorum, 
the members in good standing of the Foundation present in person, by majority vote, shall 
have the power to adjourn the meeting from time to time, until members in good standing 
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sufficient to constitute a quorum shall be present. At any such adjourned meeting at 
which a quorum may be present any business may be transacted which might have been 
transacted at the meeting as originally called. The absence from any meeting of the 
number required by the laws of the Republic of the Philippines or by the Articles of 
Incorporation or action at such meeting upon any other matter or matters which may 
properly come before the meeting, if the number of members required in respect of sllch 
other matter or matters shall be present. 

Section 6. Organization of Meeting. At every meeting of the members, the 
Chairman of the Board, or, in his absence, the President, or, in the absence of the 
Chairman of the Board and the President, a Chainnan chosen by a majority of til.:: 
members in good standing present in person, shall act as Chairman. The Secretary shall 
act as a secretary at all meeting of the members. In the absence from any such meeting of 
the Secretary, the Chairman may appoint any person to act as secretary of the meeting. 

Section 7. Voting. At every meeting of the members of the Foundation. each 
member in good standing shall be entitled to one vote. All elections and all questions at 
all meetings of the members shall be decided by the majority vote of members in good 
standing present and in person (not by proxy), a quorum being p~esent, exccpt in cases 
where other provisions are made by statute. Unless required by law, or demanded by a 
member in good standing present in person at any meeting, the vote on any question need 
not be by ballot. On a vote by ballot, each ballot shall be signed by the member voting . 

ARTICLE V 

BOARD OF TRUSTEES 

Section 1. General Pmrers. The Board of Trustees shall have general charge of 
the properties, business, affairs and transactions of the Foundation with the power to 
manage, direct and supervise the same under its collective responsibility as provided i!l 
these By-laws or conferred upon it by applicable laws and regulations. 

Section 2. Numbu and Tenn. There shall be seven (7) scats in the Board of 
Trustees, each of whom shall be and remain members in good standing of the - -
Foundation. 

Of the seven (7) seats in the Board, three (3) shall be reserved for local 
government units of the Province of with the incumbent governor of the 
Province aSSliming the first while the second and third shall be nominated by the former. 
The fourth seat shall be reserved for the designated representative of the Department of 
Health. The fifth seat shall be reserved for the duly elected representative of the 
association of the hospital employees. The last two (2) scats shall be reserved for two (2) 
representatives of all private sector association and cooperative members elected pursuant 
to rules and regulations promulgated by these private sector associations and cooperative 
members . 



... 

... 

Each Trustee shall serve for a term of one (I) year until his successors shall ha\'e 
been duly elected and qualified in accordance with there By-Laws, 

Section 3. Qualification of Trustees. Members of the Board of Trustees shall 
have the minimum of qualification as follows: 

a, As for the local government unit representative, except for the incumbent 
governor of the Province, he or she must be appointed by the govcrnor and 
Illust have management experience for at least five (5) years; 

b, As lor the rcpresentati\'e of the Department of Health, he or she Illust be 
appointed by the Secretary of lIealth and Illust hav'e had hospital sen'icl? 
experience for at least fivc (5) years: 

c, As for the private sector representati\'e, he or she must be elected by all 
members under the rules and regulations promulgated by all private sector 
members and must ha\'e practiced a profession related to health se!Tiees 
for a minimum of five (5) years; 

d, As for the representative of health worker employees', he or she mllst ha\'c 
been elected by all members of the association in accordance with its ruks 
and regulations and must have rcndered services for the pro\'inc;al hospital 
for not less than five (5) years, 

Section 4. Quorum and Manner of Acting. Except as otherwise pro\'ided by 
statute, by the Articles of Incorporation or by these By-laws, a majority of the number of 
elected Trustees specified in the Articles of Incorporation shall constitute a quorum for 
the transaction of business at any meeting, and the act of a majority of the elected 
Trustees present at any meeting at which there is a quorum shall be valid as a corporate 
act. In the absence of a quorum, a majority of the elected Trustees present may adjourn 
any meeting from time to time until a quorum be had, Notice of any adjourned meeting 
need not be given. 

Section 5. Place of Meetings. The Board of Tnlstees may hold its meetings at 
the principal office of the Foundation or at such other places within or without the 
Province of as the Board may from time to time determine or as shall 
be specified or fixed in the respecti\'e notices or \\'ai\'crs of notice thereof. 

Section 6. Organization Meetings. The Board of Trustees shall meet for the 
purpose of organization, the election of officers and transaction of other business as soon 
as practicable after each biennial election of Trustees, Such meeting may be held at any 
time or place which shall be specified in a notice given as hereinafter provided for special 
meetings of the Board of or in a consent and waiver of notice thereof signed by all the 
Trustees . 
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Section 7. Regular Meetings. Regular meetings of the Board of Trustees shall 
be held at such places and at such times as the Board shall from time to time by 
resolution determine. Unless otherwise determined by the Board of Trustees, if any day 
fixed for a regular meeting shall be a legal holiday at the place where the meeting is to be 
held, then the meeting which would otherwise be held on that day shall be held at the 
same hour on the next succeeding business day not a legal holiday. Notice of regular 
meetings need not be given. 

Section 8. Special Meetings: Notice. Special meetings of the 130ard of Trustees 
shall be held when called by the Chairman of the Board, or by the President, or by the 
Secretary at the request of any five (5) Trustees. Notice of each such meeting shall be 
mailed to each Trustee, addressed to him at his residence or usual place of business, at 
least ten (10) days before the day on which the meeting is to be held, or shall be sent to 
him at such plaee by telcgram, telcx or facsimile transmission, or be delivered personally 
not later than five (5) days beforc the day on which the meeting is to be held. Every such 
notice shall state the time and place of meeting and the purpose thereof. Notice of any 
meeting of the Board nced not be given to any Trustee, howevcr, if such notice is waived 
by him in writing or by telegram, telex or facsimile transmission whcther before or after 
such meeting is held or if he shall be prescnt at thc mceting, and any meeting of the 
Board shall be a legal meeting without any notice thereof having bccn gl\'cn to any 
Trustee, if all the Trustee shall be present thereat. 

Section 9. Resignation. Any elected Trustee of the Foundation may resign at 
any time by giving written notice to the Chairman of the Board, the President or the 
Secretary of the Foundation. The resignation of any elected Trustee shall take effect at 
the time specified therein and, unless otherwise speci fied therein, the acceptance of such 
resignation shall not be necessalY to make it effective. 

Section 10. Rellloval of Trustees. Any elected Trustee lIIay be removed at any 
time by the affirmative vote of at least two-thirds (2/3) of all the members in good 
standing of the Foundation at a special meeting of the members called for the purpose 
and held after due notice as provided in Section 28 of the Corporation Code. The 
vacancy in the Board caused by any stich removal may be filled by at least two-thirds 
(2/3) of the members at such meeting without further notice, or at any biennial or special 
meeting called for the purpose after giving notice as prescribed by the Corporation Code, 
provided that the vacancy shall be filled tip by an individual representing the same sector 
as the removed Trustee. 

Section 11. Vacancies. Any vacancy in the Board of Trustees caused by death, 
resignation, disqualification, or any other cause, except by removal and expiration of 
term, may be filled by the majority vote of the remaining elected Trustees then in office, 
constituting a quorum, and each Trustee so elected shall hold office for a term to expire at 
the next biennial election of Trustees, and until his successor shall be duly elected and 
qualified or until he shall resign or shall have been removed in the manner herein 
provided. The Trustee to be elected should come from the same sector as the Trustee 
replaced. 

r 

l 
t 



... 
Section 12. Compensation of Trustees. ivlcmbers of the BO;lrd ofTrustecs shall 

not receive any compensation in cash or in kind for their scrvices as Trustees, but by 
resolution of a majority of the mcmbers in good standing of the Foundation, expenses of 
attendance at regular or spccial meetings of the Board may be allowed. Actual and 
necessary travclling expcnses of the mcmbers of thc Board while engaged in scn';ng .he 
intercsts of the Foundation and in pursuit of its delined objecti\'cs and purposes may be 
allowed by special resolution of the Board. 

ARTICLE \'1 

CO\L\IITTEES 

III Section I. Execulivc Committee. The BO;lrd of Trustees may. by resoilH;OIl 
passed by a majority of all its mcmbers, create an Exccutive Committec of not more than 
live (5) members who shall be appointed by the Board. At least three (3) members ofille 
Executi\'e Committee shall be members of thc Board. Exccpt as provided in Section .» 
of the Corporate Code, the Executive Committee shall havc and exercise all such powers 
<IS may be deleg<lted to it by the Board. The Executive Commi~tce shall keep regular 
minutes of its proceedings and report the same to the Board whc'nc\'cr required. The 
Board shall have the power to change the members of the Exceutive Committee at any 
time, to lill vacancies therein and to discharge or dissolve such committee either with or 

iOI without cause. 

Section 2. Other Committees. The majority of all the members of the Board of 
... Trustees may by resolution create other committees with such powers and functions as 

may be delegated to them by the Board. All such committees shall keep a record ortllc;r 
proceedings and report the same to the Board, whenever required. The Board shall ha\'\! 

.. the power to appoint and remove the members of such committees and may at any time 
with or without cause dissolve any of such committees. 

... ARTICLE VII 

... 

"" 

OFFICERS 

Section 1. Number. The oflicers of the Foundation shall be a Chainnan of the 
Board, a PresidentfCEO, one or more Vice Presidents, a Secretary, a Treasurer and Sitch 
other officers as may from time to time be elected or appointed by the Board of Trustees. 
Any two or more positions may be held concurrently by the same person, except that no 
one shall act as PresidentfCEO and Secretary or as President/CEO and Treasurer. 

Section 2. Election, Term of Office and Qualifications. 

The Chairman of the Board, shall be the incumbent gO\'ernor of the 
Province . 
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The President/CEO, shall be the incumbent Chief of Hospital of the 
Provincial Hospital provided that in case of vacancy or removal during the term 
of the first President/CEO, the vacancy shall be filled up in accordance with the 
terms and conditions of the Memorandum of Agreement. The PresidenUCEO 
shall not be qualified to be elected as such for two (2) consecutive tenns_ 

The Vice Presidents, the Secretary and the Treasurer shall be eiected biennially by 
aftlrmati,-e vote of a majority of all the members of the Board of Trustees_ The Secretan
shall be a resident of the Province and a citizen of the Philippines_ Each oit,cer shaH hold 
office until his successor is elected and qualified in his stead, or umil he shall h:1\-c resigned 
or shall ha,-e been remo'-ed in the manner hereinafter prm-ided_ 

Such other officers as may from time to time be clccted or appoimed by 
the Board of Trustees shall hold office for such period, have such authority and 
perform such duties as are providcd by these By-laws or as the Board of Trustees 
may determine_ 

Section 3. Removal. Any officer except the Chairman and the first 
President/CEO, may be removed at any time by the vote of a majority of all the members 
of the Board of Trustees_ 

Section 4. Resignations. Any officer may resign at any time by giving \\"riucn 
notice to the Board of Trustees, to the Chairman of the Board or to the President'CEO_ 
Any such resignation shall take effect on the date of receipt of such notice or at any later 
time specified therein; and unless otherwise specified therein, the acceptance of such 
resignation shall not be necessary to make it effective_ 

Section 5. Vacancies. A vacancy in any office because of death, resignation, 
removal, disqualification or any other cause may be filled for the unexpired portion of the 
term by the Board of Trustees . 

Section 6. The Chairman of the Board. The Chairman of the Board shall, if 
present, preside at all meetings of the mcmbers and of thc Board of Trustees_ In the 
absence of the Chairman, the President/CEO shall perform the duties of the Chairman_ 
The Chairman shall also perform such other duties as shall from time to time be assigned 
to him by the Board of Trustees_ 

Section 7. President/CEO. The President shall be the Chief Executi\'e Oftleer 
of the Foundation and, subject to the control of the Board of Trustees, shall have general 
care and supervision of the business and affairs of the Foundation_ He shall, in the 
absence of the Chairman of the Board, preside at all meetings of the members and of the 
Board of Trustces_ He shall provide the members and the Board of Trustees such reports, 
memoranda, accounts and date which may be required of him; and, in general, perform 
all duties incident to the Office of the President and such other duties as may from time to 
time be assigned to him by the Board of Trustees or as prescribed by these By-Iaws_ 
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Section 8. Vice Presiden t. At the request of the President, any Vice Presidcnt 
who is also a Trustee, or in the absence or disability of the President who is also a 
Trustee, shall perform all the duties of the President, and, when so acting, shall havc all 
the powers of, and be subject to all the restrictions upon the Prcsident. Any Vice 
Presidcnt shall perform sueh other duties as may, from timc to time, be assigned to him 
by the Board ofTrustces or the President. 

Section 9. The Sceretary. The Secretary shall keep or cause to be kcpt ,n books 
pro\"ided for the purpose the minutes of the mcctings of thc mcmbers and of the Board of 
Trustces shall give, or cause to be given, notice of all mcetings of mcmbcrs and trustees 
and all other notices required by law or by these 8y-lav\'s and in the case of his absence or 
refusal or neglect to do so. any Stich notice may be gi\"cn by any pcr~on ahcrct:utu 
directed by the Presidcnt. or by the Trustees or members. upon whose request the mccting 
is called as provided in thcsc By-laws; shall, unless otherwise determined by the Board of 
Trustccs, be custodian of the records of the Foundation; shall kcep a register of the 
address of each mcmbers and make all proper changes in stich register. retaining and 
filing his authority for all stich entities; shall, unless otherwise determined by the Board 
of Trustees. hav"e charge of the minute books and membership books of the Foundation; 
and in general, shall perform all duties incident to the office of the Secretary. and stich . , 
other duties as may, f"om time to time, be assigned to him by the 130ard of Trustees or by 
the President. 

Section 10_ The Treasurer. The Treasurer shall give such bond for the faithti!l 
performance of his duties as the Board of Trustees may require. He shall have charge 
and custody of, and be responsible for, all funds, securities, evidences of indebtedness 
and other valuable documents of the Foundation, and deposit all such funds in the namc 
of the Foundation, deposit all such funds in the name of the Foundation in sueh banks_ 
trust companies or other depositories as shall be selected by the Board of Trustees: at all 
reasonable times, exhibit his books of account and records to any of the Trustees of the 
Foundation where such books and records are kept; when required by the President or the 
Board of Trustees, render a statement on the condition of the finances of the Foundation; 
receive and give, or cause to be given, receipts for moneys due and payable to the 
Foundation from any source whatsoever, and payout money as the business of the 
Foundation may require: and, in general, shall perform all the duties incident to the onlce 
of Treasurer and such other duties as from time to time may be assigned to him by the 
Board of Trustees or by the President. 

ARTICLE VIII 

FINANCIAL AND OTHER TRANSACTIONS 

Section 1. Fiscal Year. The fiscal year of the Foundation shall commence on the 
first day of January of each calendar year and shall close on the 31 S! day of December of 
the same calendar year. 

Section 2. Contracts. The Board of Tnrstees may authorize any officer or 
officers to enter into any contract or execute and del iver any instrument in the name or in 
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behalf of the Foundation, and such authority may be general or confined to specific 
instances or understakings . 

Section 3. Checks, Drafts, Etc. All checks, drafts, or other orders for the 
payments of moneys, notes or other evidence of indebtedness issued in the name of the 
Foundation shall be signed by such officers of the Foundation and in such manner as may 
be determined by resolution of the Board of Trustees. 

Section 4. Depository. The Board of Trustees shall select one or more banks or 
trust companies to act as depositories of the funds of the Foundation, and the Board of 
Trustees shall determine the manner of receiving, depositing, disbursing or withdrawing 
such funds 

Section S. Auditors. An external Auditor shall be designated by the Board of 
Trustees prior to the close of each fiscal year, who shall audit and examine the books of 
account of the Foundation, and shall certi fy to the Board of Tnlstees and the members of 
the annual balances of said books which shall be prepared at the close of the said year 
under the direction of the Treasurer. An internal auditor may be hired by the Foundatioa 
to audit and examine the books of account of the Foundation on. a monthly basis. No 
Trustee or officer of the Foundation, and no finn or corporation of which such officer or 
Trustee is a member, shall be eligible to discharge the duties of auditor. The 
compensation of the Auditors shall be fixed by the Board of Trustees. 

Section 6. Prohibition Against Sharing in Corporate Earnings. No members, 
Trustees, officer, agent, employee or person connected with the Foundation, or any other 
private individual, shall receive at any time any of the net earnings or pecuniary profit 
from the operation of the Foundation; provided, however, that this shall not pre\'(!nt the 
payment to any person of such reasonable compensation for services actually rendered to 
or for the Foundation as shall be fixed by the Board of Trustees. No persoll or persons 
shall be entitled to sliare in the distribution of any of the corporate assets upon the 
dissolution or winding up of the affairs of the Foundation. All members of the 
Foundation shall be deemed to have expressly agreed and consented that, upon 
dissolution or winding up of the affairs of the Foundation, whether voluntary or 
involuntary, the assets of the Foundation, after paying its liabilities, shall be conveyed 
and transferred to a non-stock and non-profit foundation dedicated to the same objecti'"cs 
as the Foundation, or to the province, or any of its agencies, instrumentalities or political 
subdivisions for a public purpose, or as a competent court of justice would distribute to 
accomplish the general purposes for which the Foundation is organized. 

Section 7. Seal. The Board of Trustees or the President, by delegation of the 
Board, shall provide a suitable seal for the Foundation. 

ARTICLE IX 

AMENDMENTS 
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All By-laws of the Foundation shall be subject to amendment, alteration or repeal, 
and new By-laws, not inconsistent with any provision of law may be made by the 
affirmative vote of a majority of the Board of Trustees and a majority of the members in 
good standing of the Foundation present in person, there being a quonllll, given at a 
biennial meeting or at any special meeting, provided that notice of the proposed 
amendment, alteration or repeal or of the proposed new By-laws be included in the notice 
of such meeting. The Board of Trustees may likewise amend, alter or repeal By-laws or 
adopt new By-laws, at any regular or special meeting of the Board, if authorized by the 
members as provided in Section 48 of the Corporate Code. 

Adopted in , Philippines this _ day of ---:-c-

200 I by the unanimous affirmative vote of the entire membership and members of .he 
Board of Trustees orthe Provincial Hospital Foundation, Inc . 
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MEMORANDUM OF AGREEMENT 

KNOW ALL MEN BY THESE PRESENTS: 

This AGREEMENT, entered into by and between: 

The PROVINCE OF a local 
government unit under the laws of the Republic of the 
Philippines, represented herein by its Governor, HON. 

with address at 
Provincial Hall, ____ , hereafter 
referred to as PROVINCE, 

- and-

NEW FOUNDATION, INC., a non-stock corporation, 
duly organized and existing under Philippine laws, with 
address at "herein 
represented by its President, 
hereafter referred to as NEW CO. 

WIT N E SSE T H That: 

WHEREAS: 

Pursuant [0 Sanggunian Resolution No. __ ) the Province had been gi\-en 2uthority 

to organize and form :1 foundation to operate and manage the provincial hospi[:l.l~ 

NE\,\' CO. h~d been organized and registered with the Securities and Exchange 

Commission primarily for such purpose; 

NEW CO. whose membership includes representatives of the prm'ince and the 

yariouscities, municipalities and barangay units \\'ithin the Pro"ince as "'ell as intemationai 

agencies and the private sector with expertise in hospital management is gua!ified to 

efficiently manage and operate the prm'incial hospital; 

The Province has agreed to turn over operations, management and 

administration of the provincial hospital to NEW CO while NEW CO has agreed to take 

on such responsibilities under the following terms and conditions: 

•• 
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NOW THEREFORE, for and in consideration of the aforementioned premises, 

the parties hereto agree as follows: 

1. GRANT OF CONCESSION - The Province hereby grants to NEW CO the 

right to perform certain functions in the operation, management and 

administration of the provincial hospital enumerated in Schedule "A" hereof; 

2. TERM - NEW CO shall perform functions under Schedule "A" hereof for a 

period of five (5) years to commence at the beginning of the fiscal year 2002 

up to the fiscal year __ and may be extended for another term of five (5) 

years upon sole discretion of the Province. In case of extension for a second 

term, the Province shall give prior written notice of such extension to NEVv 

CO not later than the first (1 51
) of July 200_; 

3. LISTING OF EMPLOYEES - The Province upon signing of this Agreement, 

shall provide NEW CO with a list of all employees of the provincial hospital 

and their specific duties and functions for NEW CO to determine the staffing 

pattern and the need for additional employees for the effective management 

and operation of the provincial hospital; 

4. SECONDMENT OF EMPLOYEES - All employees of the provincial hospital 

shall be seconded to NEW CO upon the effectivity of this Agreement. 

Seconded employees shall remain employees of the Province and shall enjoy 

the same wages and benefits enjoyed at the time this Agreement was 

entered into and as provided under the law; 

5. NEW EMPLOYEES - Upon determination by NEW CO of the need for 

additional personnel and staff, NEW CO shall hire the services of qualified 

individuals to perform such duties a nd functions under negotiated terms and 

conditions; 

6. CHIEF EXECUTIVE OFFICER - Upon the signing of this Agreement the 

Chief of Hospital of the provincial hospital shall assume the position of Chief 

Executive Officer (CEO) under NEW CO. However, in case of resignation or 
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incapacity of the CEO to perform the functions and duties of his office before 

his term ends, NEW CO shall nominate qualified individuals for the position 

of CEO who will have a term co-terminus to this Agreement. The CEO shall 

be appointed by a majority vote of all members of the Board of Trustees of 

NEW CO. 

As CEO, the individual shall be in-charge of the usual and regular course of 

business of the provincial hospital. He shall be accountable to the Board oi 

Trustees of NEW CO who can reconsider his appointment and cause his 

suspension or dismissal in the office, for cause, as provided by law and ailer 

due process; 

7. MANAGEMENT TEAM - Members of the present management team of the 

provincial hospital shall maintain their present po~it ions and respective 

posting. The present organizational structure shall likewise be maintained. 

In the event of vacancy, NEW CO may hire the services of qualified 

individuals to fill up the vacancy under negotiated terms and conditions of 

employment; 

8. EXISTING LIABILITIES - The provincial hospital shall shoulder its obligations 

incurred before and during the effectivity of this Agreement; subject to 

existing accounting and auditing rules and procedures. NEW CO shall not be 

liable for any obligation incurred by the Province for the provincial hospital or 

the public . 

9. NEW CONTRACTS - NEW CO may enter into contracts with individuals and 

entities for the efficient and effective management, operation and 

administration of the provincial hospital. NEW CO shall hold the Province 

free from such liabilities as may be incurred by reason of such contract or 

agreement. and shall be solely responsible for the same. 

10. ASSET CONDITION REPORT - NEW CO shall submit an asset condition 

report within sixty (60) days from th e signing of this Agreement and 

recommend to the Province which of the assets need to be maintained, 
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repaired or replaced. Allocated funds shall thereafter be used to maintain, 

repair or replace the said equipment. 

11. USUFRUCT OF ASSETS - Legal title to all existing assets and equipment at 

the time of Ihis Agreement shall remain with the Province. NEW CO 

however shall have usufruct of all these assets during the term of this 

Agreement. An inventory of the same shall be taken of these assets and 

attached to this Agreement as Schedule "8'"; 

NEW CO shall have the right to use any consumable items listed in the 

inventory of the provincial hospital to carry out its business and 

responsibilities under this Agreement. 

NEW CO shall determine the need of new a nd additional equipment for the .. 
efficient operation of the hospital which may be provided by NEW CO at its 

own expense or source the same as provided in paragraph 14 hereof. 

12. NEW EQUIPMENT - All new equipment purchased or acquired by NE\'V 

CO during the term of this Agreement whether purchased from the funds of 

NEW CO or sourced from the income of the provincial hospital or donated by 

individuals and entities shall be owned by NEW CO unless such equipment 

is donated to the Province. 

13. BUSINESS AND OPERATION - The business and operation of the 

provincial hospital shall be conducted in the ordinary and usual course in 

the manner consistent with the manual of operations of hospitals issued 

by the Department of Health. NEW CO and the provincial hospital sh all 

cooperate in all reasonable ways to facilitate the carrying out of its 

obligations and responsibilities under this Agreement; 

14. INCOME GENERATED - All income generated during the term of this 

Agreement from the operations of the provincial hospital sha II be used 

exclusively for the development and improvement of the hospital and to 
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increase benefits for the personnel, its equipment and facilities and fund 

the contracts entered into by NEW CO for such purpose; 

15. TERMINATION FOR CAUSE - This Agreement may be terminated for 

cause by any party, with the party initiating termination required to give 

prior written notice within ninety (90) days of the intended date of 

termination to the other. 

Causes for termination include the following; 

a. Inefficient and ineffective management and administration of the 

provincial hospital; 

b. Insolvency of NEW CO. 

c. Repeal of enabling law. 

16. DISPUTES - The parties hereto agree to use best efforts to resolve any 

agreements or disputes concerning the interpretation and impleme ntation 

of this Agreement through initial consultation and negotiation. All 

disagreements, disputes, controversies or claims arising out of or relating 

to this Agreement or the interpretation hereof or any arrangements 

relating hereto or contemplated herei n or the breach, termination or 

invalidity hereof which can not be resolved through consultation and 

negotiation among the parties hereto shall be finally settled by an 

arbitration panel consisting of three (3) members composed of a 

designated representative of the provincial hospital, a designated 

representative of NEW CO and an appointee of the Provincial Governor. 

Arbitration proceedings shall be conducted in accordance with arbitration 

rules acceptable to all parties. Any costs incurred in arbitratio n 

proceedings shall be shared in equal portion by the Province and NEW 

CO. 

17. FINANCIAL BOOK AND RECORDS - NEW CO shall maintain financial 

books and records of its business and operation and shall follow generally 
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accepted rules and principles of accountin g. NEW CO shall secure the 

services of accountants and auditors for proper accounting and audit. 

18. ENFORCEABILITY - The enforceability of the obligations of the 

respective parties herein and the effectivity of this Agreement shall be 

subject to the condition that no order, statute, rule, regulations, executive ~ 

order, injunction, stay, decree or restraining order shall have been 

enforced by any court of competent jurisdiction or governmental or 

regulatory authority or instrumentality having jurisdiction 0 ver the matter 

that restrains, prohibits or declares illegal computation or stipulations 

agreed in this Agreement; 

19. GOVERNING LAW - This Agreement shall be governed by existing 

laws of the Republic of the Philippines; 

20. EXTENSION OF TERM - The Province shall strive to extend 

management, operation and administration of the provincial hospital by 

NEW CO should NEW CO be successful in the management, operation 

and administration of the same and formulate a plan for the eventual 

transfer of all assets of the provincial hospital to NEWCO .. 

IN WITNESS WHEREOF, the parties have signed this Agreement in ___ _ 

this __ day of , 2001. 

PROVINCE OF NEW FOUNDATION INC. 

By: By: 

Governor President 
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SIGNED IN THE PRESENCE OF: 

REPUBLIC OF THE PHILIPPINES) 
PROVINCE OF ) S.S. 

ACKNOWLEDGMENT 

BEFORE ME. this __ day of ____ . 2001. personally the following: 

NAME CTC NO. DATE/PLACE ISSUED 

ali known to me and to me known to be the same persons who executed the foregoing 
instrument and acknowledged to me that the same is their free volunt ary act and deed 
and of the corporation so represented. 

WITNESS MY HAND AND SEAL on the date and place above stated therein. 

Doc. No._. 
Page No._; 
Book No._. 
Series of 2001. 

NOTARY PUBLIC 
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DRAFT ONLY 

DEED OF ,\SSIG"~IE~T 

KNOW ALL MEN BY THESE PRESENTS: 

This DEED, entered into by and between: 

The PROVINCE OF 
government unit under the laws of the 
Philippines, represented herein by its 

with address at 

a local 
Republic of the 
Governor, HON. 

Provincial Hall, ____ , hereafter 
referred to as PROVINCE, 

- and-

NEW FOUNDATION, INC., a non-stock corporation, 
duly organized and existing under Philippine laws,. with 
address at herein 
represented by its President, 
hereafter referred to as NEW CO. 

WIT N E SSE T H That: 

WHEREAS: 

Pursuant to Sanggunian Resolution ~o. __ , the Proyince had been gi\"cn authority 

to organize NE\'i! CO for the purpose of operating and managing the pro"incial hospit~l; 

L'nder the same Resolution, the Pro"ince recognized that if :--:E\\, CO is ~ble to 

manage, operate and administer the pro"incial hospital in the most efficient manner, it shall 

cause the transfer of all assets of the prm'inci"l hospital. NEW CO has usufruct of all assets 

of the provincial hospital under the }Iemorandum of Agreement it had emered into \\·;th the 

Pro\·jnce; 

Over the rears, NE\,\; CO has pro"en its efficiency, and to further its success in the 

management, operation and administration of the provincial hospital, the Pro"ince in 

Sanggunian Resolution No. __ has decided to assign, transfer, cede and com'ey all asselS of 

the provincial hospital enumerated in Schedule "B" of the }lemorandum of Agreement 

dated _____ to NEW CO. 
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REPUBLIC OF THE PHILIPPINES} 
PROVINCE OF } S.S. 

ACI<NOWLEDGMENT ... 

BEFORE ME, this __ day of ____ , 2001, personally the following: 

Name CTC NO. DATE/PLACE ISSUED 

all known to me and to me known to be the same persons who executed the foregoing 
instrument and acknowledged to me that the same is their free voluntary act and deed 
and of the corporation so represented. 

WITNESS MY HAND AND SEAL on the date and place above stated therein . 

Doc. No._, 
Page No._: 
Book NO._, 
Series of 2001 . 

NOTARY PUBLIC 


