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REPUBLIC OF THE PHILIPPINES 
GOVERNMENT SERVICE INSURANCE SYSTEM 

FINANCIAL CENTER, ROXAS BOULEVARD, PASAY CITY 

BOARD OF TRUSTEES 

ROMEO V. GARCIA, 
Petitioner; 

-versus-

GOVERNMENT SERVICE 
INSURANCE SYSTEM 
CAGAYAN DE ORO FIELD 
OFFICE, 

Respondent. 

GSIS CASE NO. 008-09 

}(-------------------------------------------------------------------------------------------------------}( 

DECISION 

This is a Petition to allow the continuation of petitioner's 

original life insurance policy contract and for waiver/condonation of 

interest and/ or penalty on loans and premium payments. 

FACTS OF THE CASE 

Petitioner was the General Manager of Valencia City Water 

District (VCWD) from December 1, 1983 until his separation from the 

service on April17, 2001 when the VCWD Board decided not to renew 

his appointment on the basis of loss of trust and confidence. He filed a 

case for illegal separation from the service before the Civil Service 

Commission (CSC). On January 25, 2006, the CSC decided in his 

favor ordering his reinstatement with payment of back salaries up to 

his actual reinstatement. The Motion for Reconsideration filed by 

VCWD was denied by the CSC on June 30, 2008. Thereafter, the 

decision became final and eJCecutory and petitioner was reinstated as 

General Manager of the VCWD on September 11, 2008 and was paid 

back salaries from April 18, 2001 to September 10, 2008. His back 

salaries were deducted the corresponding life insurance and 

retirement premiums. 
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On February 28, 2008, while the case was pending resolution by 

the CSC, petitioner filed a claim for separation benefit under RA 8291. 

The claim was processed and approved on May 12, 2008 under 

Section 11 (Separation Benefits) of Section 1 of R.A. 8291, which 

provides: 

The separation benefit shall consist of: (a) xxx xxx 

XXX XXX XXX 

(b) A cash payment equivalent to eighteen (18) times his 

basic monthly pension payable at the time of resignation 

or separation, plus an old-age pension benefit equal to 

the basic monthly pension payable monthly for life upon 

reaching the age of sixty (60); Provided, that the member 

resigns or separates from the service after he has 

rendered at least fifteen (15) years of service and is below 

sixty (60) years of age at the time of resignation or 

separation. (underscoring supplied) . 

Under the aforequoted provision of law, petitioner qualified for 

separation benefit in the form of cash payment and retirement benefit 

in the form of old-age pension benefit upon reaching the age of sixty 

(60) because he was fifty-six (56) years old at the time of his 

separation from the service on April 17, 2001 and his total length of 

service (TLS) from December 1, 1983 to April17, 2001 was more than 

seventeen (17) years. His basic monthly pension was computed at 

P3A16.95. His cash payment was P59A25.20 while his old-age 

pension benefit from October 30, 2004 (when he reached the age of 

60) to June 2008 was P153,629.07 or for a total amount of 

P213,054.27. But this total amount was applied to his total obligation 

to GSIS, which was more than the said total amount of benefits. 

Petitioner will start receiving his monthly pension of P3A16.95 after 

full payment of his total obligation to GSIS. 

Petitioner's claim for cash surrender value of his life insurance 

policy contract was also processed and approved under R.A. 8291. 
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Consequently, the policy contract was terminated after the payment 

of its cash surrender value. 

As a consequence of his separation from the service from April 

17, 2001 to September 10, 2008, petitioner's outstanding loans with 

the GSIS accumulated interests and penalties for the same period of 

time because he failed to pay the required monthly amortizations. 

Upon his reinstatement as General Manager of the VCWD, 

petitioner requested the respondent -

1. that he be allowed to continue his original life insurance 

policy contract instead of applying for a new one; 

2. that his period of service from December 1, 1983 up to his 

separation from the service on April 17, 2 001 be 

considered again in the computation of his future 

retirement benefit; and 

3. that the penalty and/or interest on his outstanding loans 

during the period he was out of the service from April 18, 

2001 to September 10, 2008 be waived/condoned. 

Petitioner's requests were denied by respondent, hence, this 

Petition. 

ISSUES 

1. Whether petitioner should be allowed to continue his 

original life insurance policy contract. 

2. Whether petitioner's period of service from December 1, 

1983 up to his separation from the service on April 17, 

2001 may be considered again in the computation of his 

future retirement benefit. 
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3. Whether the penalty and/or interest on premiums payment 

during the period he was out of the service from April 18, 

2001 to September 10, 2008 may be waived/condoned. 

4. Whether the penalty and/or interest on his outstanding 

loans during the period he was out of the service from 

April 18, 2001 to September 10, 2008 may be 

waived/condoned. 

DISCUSSION 

On the first and second issues, petitioner argued that he should 

be allowed to continue his original life insurance policy contract 

instead of applying for a new one because the effect of reinstatement 

is the restoration of the employee illegally separated from the service 

to his previous office, as if his employment has never been 

terminated. He also argued that the proximate cause of the payment 

of his separation benefit and the cash surrender value of his life 

insurance policy contract was his illegal separation from the service. 

He further argued that his services should be considered continuous 

from December 1, 1983 up to the present and his total length of 

service must be considered in his future claim for retirement benefits. 

He likewise argued that his life insurance policy contract and 

membership with the GSIS were never terminated because of the fact 

that life insurance and retirement premiums were deducted from his 

back salaries from April18, 2001 to September 10, 2008. 

Respondent countered that the legal justification for the 

termination of petitioner's life insurance policy contract is found 

under Section 10 (b) of Section 1 of RA 8291, which provides: 

Sec. 10. Computation of Service.-

XXX XXX XXX 

(b) All services credited for retirement, resignation 
or separation for which the corresponding benefits 



. . 
. . Page 5 ofll 

Romeo V. Garcia vs. GSIS 
GSIS Case No. 008-09 

have been awarded under this Act or other laws shall 
be excluded in the computation of service in case of 
reinstatement in the service of an employer and 
subsequent retirement or separation which is 
compensable under this Act. 

and Section 5.2, Rule V of the Implementing Rules and 

Regulations of RA 8291, which provides: 

Effects of re-employment. - All service credited for 
retirement, resignation, or separation for which the 
corresponding benefits have been awarded shall be 
excluded in the computation of service in case of re
employment. 

Since petitioner's service from December 1, 1983 to April 17, 

2001 was already considered in the computation of his claim for 

separation benefit and the corresponding separation benefit was paid 

to him, the said period of service will not be considered again in the 

computation of service in his future claim for benefits. 

Respondent explained that while the cause of his separation 

from the service was involuntary, the operative acts (filing of claim for 

cash surrender value of life insurance policy contract surrender of 

life insurance policy contract, and submission of his service record) 

that led to the termination of his life insurance policy contract with 

the GSIS was voluntary on his part. 

WE AGREE with the petitioner. His act of filing a claim for 

separation benefit and cash surrender value of his life insurance 

policy was only made possible by his illegal separation from the 

service. Simply stated, if he were not illegally separated from the 

service, he could not have filed a claim for the said benefits. 

Petitioner also correctly argued that the effect of reinstatement is the 

restoration of the employee illegally separated from the service to his 

previous office, as if his employment has never been terminated. This 

is the ruling of the Supreme Court in the case of jose Cristobal vs. 

Alejandro Melchor and Federico Arcala, G.R. No. L-43203, 

December 29, 1980, to wit: 
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This is but in accordance with settled jurisprudence. As 
held by the Court in Tafiada vs. Legaspi, "when a 
government official or employee in the classified service 
had been illegally suspended or illegally dismissed, and 
his reinstatement had later been ordered, for all legal 
purposes, he is considered as not having left his office, so 
that he is entitled to all the right and privileges that 
accrue to him by virtue of the office that he held." 

For all legal purposes, therefore, if petitioner is considered as 

not having left his office by reason of his reinstatement, he should also 

be considered as not having claimed separation benefit and old-age 

pension benefit. Likewise, he should also be considered as not having 

claimed the cash surrender value of his life insurance policy contract. 

This is because these benefits may be claimed only if the employee 

had been separated from the service. In the case of petitioner, his 

status as separated member was reversed by his reinstatement to the 

service. 

The legal justification of respondent GSIS in denying the first 

two (2) requests of petitioner is not tenable. Section 10 (b) of Section 

1 of R.A. 8291 and Section 5.2, Rule V of its Implementing Rules and 

Regulations (IRR) interposed by respondent GSIS apply to a situation 

where a GSIS member has been separated from the service 

voluntarily and claimed for benefits, and subsequently re-employed. 

This is not the situation of petitioner because he was illegally 

separated from the service and was subsequently reinstated. Hence, 

petitioner is considered as not having left his office. 

Our answer, therefore, to the first and second issues is in the 

affirmative. Petitioner should be allowed to continue his original life 

insurance policy contract until its maturity and his period of service 

from December 1, 1983 up to his separation from the service on April 

17, 2001 should be considered again in the computation of his future 

retirement benefit. However, the petitioner should first refund to the 

GSIS the separation benefit, retirement benefit and cash surrender 
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value of his life insurance policy contract he previously claimed and 

received from the GSIS, 

On the third issue, petitioner argued that the penalties and/or 

interests on premiums during the period he was separated from the 

service should be waived or condoned because his separation from 

the service was declared illegal by the esc and, therefore, it should 

be the VCWD which should pay the penalties and/or interests on 

delayed premiums. 

Respondent countered that based on the computer generated 

records of the petitioner, he was not charged any penalty or interest 

on premium contributions deducted from his back salaries from April 

18, 2001 to September 10, 2008. The penalties that were charged to 

his account were penalties imposed on unpaid premiums prior to his 

separation from the service, i.e., penalties of P 711.21 and P 865.70 

for unpaid personal share in the amount of P 960.42 and government 

share in the amount of P 1,527.80, respectively. This, therefore, is not 

an issue. 

On the fourth issue, regarding the waiver/condonation of 

penalties and/or interests on his outstanding loans with the GSIS, 

petitioner reiterated the argument that he interposed for the second 

issue. He added that he should not be made to suffer the 

consequences of his illegal dismissal. 

Respondent countered that interests/penalties imposed on the 

loan of petitioner cannot be condoned on the ground of illegal 

separation from the service and subsequent reinstatement thereto. It 

is the personal responsibility of the petitioner to pay the loan as it 

falls due regardless of whether he is still in the service or already 

separated from the service. In the case of petitioner, since he was 

separated from the service, he should have paid his loan DIRECTLY to 

the GSIS during the period he was separated from the service. 
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WE AGREE with the respondent. The penalty and/or interest on 

his outstanding loans during the period he was separated from the 

service from April 18, 2001 to September 10, 2008 should not be 

waived/condoned. 

As correctly argued by respondent interests/penalties imposed 

on the loan of petitioner cannot be condoned on the ground of illegal 

separation from the service and subsequent reinstatement thereto. It 

was the personal responsibility of the petitioner to pay the loan as it 

fell due regardless of whether he was still in the service or already 

separated from the service. In the case of petitioner, since he was 

separated from the service, he should have paid his loan DIRECTLY to 

the GSIS during the period he was out of the service. 

The governing law on the matter is Article 1953 of the Civil 

Code of the Philippines, viz: 

A person who receives a loan of money or any other 
fungible thing acquires the ownership thereof, and is 
bound to pay to the creditor an equal amount of the 
same kind and quality. 

Since the petitioner failed to pay the required amortizations 

during the period he was out of the service from April 18, 2001 to 

September 10, 2008, said overdue amortizations accumulated 

interests and/or penalties during the same period. 

WHEREFORE, premises considered, the Petition is hereby 

partially GRANTED with regard to the first and second issues and 

petitioner is hereby ordered to refund to the GSIS the separation 

benefit, retirement benefit, and the cash surrender value of his life 

insurance policy contract he previously received from the GSIS, with 

interest at the rate prescribed under existing administrative issuances 

ofthe GSIS. 
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After the refund, the concerned operating unit of the GSIS is 

hereby ordered to: 

1. Reinstate the original life insurance contract of 

petitioner until its maturity; and 

2. Include in the computation of petitioner's future 

retirement benefit his period of service from 

December 1, 1983 to April17, 2001. 

The Petition is DENIED for lack of merit with regard to the 

fourth issue. 

R 

SO ORDERED. 

Pasay City, Philippines, __ 2_4_ FE_B_ 2_01_1 __ 

ERTG.~ARA 
Vice Chairman 

IEL L. IACSON, Jr. 
Chairman 

-GERALDINE MARIE BERBERABE-MARTINEZ 
Trustee 

~~~~~ 
KARINA CONST TINO-Di\. VID 

Trustee 
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F 0 T. DUQUE III 
Trustee 

Copy furnished : 

Atty. Archibald ~· Lagamon 
Counsel for Petitioner 
No. 109 Mt. Kitanglad Street, 
Patag, Cagayan de Oro City 
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CERTIFICATION 

I, WILFREDO P. ONG, a Legal Officer IV in the GSIS Law Office, 

having been assigned as Hearing Officer to draft a decision in GSIS 

Board of Trustees Case No. 008-09 entitled "Romeo V. Garcia vs. 

Government Service Insurance System (GSIS)" hereby certify that the 

statement of facts herein stated and being presented before this 

Board is accurate and true, based on the records of the case, the 

pleadings and other documents submitted by the parties. 

This certification is issued this in 

compliance with Board Resolution No. 198-A adopted on September 

15, 2004. 

Pasay City, Philippines, _______ _ 
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RESOLVED, to APPROVE the Decision in 
GSIS Case No. 008-09 entitled Romeo V. Garcia 
v. GSIS Cagayan de Oro Field Office (for the 
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continuance of petitioner's original life insurance 
policy contract and for waiver I condonation of 
interest and/ or penalty on loans and premium 
payments), the dispositive portion of which 
reads as follows: · 

"WHEREFORE, premises 
considered, the Petition is hereby partially 
GRANTED with regard to the first and 
second issues and petitioner is hereby 
ordered to refund to the GSIS the 
separation benefit, retirement benefit, and 
the cash surrender value of his life 
insurance policy contract he previously 
received from the GSIS, with interest at 
the rate prescribed under existing 
administrative issuances of the GSIS. 

After the refund, the concerned 
operating unit of the GSIS is hereby 
ordered to: 

1. Reinstate the original life insurance 
contract of petitioner until its maturity; 
and 

2. Include in the computation of 
petitioner's future retirement benefit 
his period of service from December 1, 
1983 to April 17, 200 1. 

The Petition is DENIED for lack of 
merit with regard to the fourth issue., 

A copy of the Decision in GSIS Case No. 
008-09 is attached and made an integral part of 
this Resolution. 


