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DECISION 

This is a Petition asking for the invalidation of the cancellation 

of the Deed of Conditional Sale between the GSIS and petitioner filed 

by the latter on February 11, 2010. 

FACTS OF THE CASE 

Petitioner is a public school teacher at the Emilio Aguinaldo 

Integrated Schoot Punta, Sta. Ana, Manila. Sometime in 1988, 

petitioner purchased, on installment basis, a house and lot from the 

National Housing Authority (NHA) for the price of PhP123,060.00, 

payable in 300 equal monthly installments of PhP1A16.80 starting 

March 1989, with interest of 12% per annum. The house and lot is 

located at Block 7, lot 32, Kalayaan Village, NAIA Merville, Pasay City. 

The sale was evidenced by the Deed of Conditional Sale (DCS) 

between the NHA and petitioner executed on November 18, 1988. 
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On February 28, 1989, in order to finance the acquisition of the 

house and lot, petitioner secured a housing loan from the GSIS in the 

amount of PhP123,060.00. The proceeds of the loan were released by 

GSIS directly to NHA as full payment for the house and lot. In turn, 

the NHA executed a Deed of Absolute Sale With Assignment (DASA) 

transferring its ownership over the house and lot, and assigning its 

rights over the DCS in favor of the GSIS. In effect, the GSIS became 

the owner of the house and lot, and stepped into the shoes of the NHA 

as vendor under the DCS. Consequently, the Department of 

Education deducted from the monthly salary of petitioner the monthly 

installments and remitted the same to the GSIS. 

In the letter of August 11, 2006, the GSIS informed petitioner of 

the cancellation of the DCS because of her failure to pay the 

arrearages on her housing loan account. The said letter also served 

as a Notice to Vacate within fifteen (15) days from receipt thereof. 

In February 2007, petitioner went to the GSIS in order to pay 

the arrearages on her loan, but she was told that the house and lot 

was already sold to a certain Ms. Lianda B. Bolilia. Petitioner 

disagreed with the decision of the GSIS and argued that the required 

amortizations for the house and lot were regularly deducted from her 

monthly salary, except for the period August to October 2008. Hence, 

this Petition. 
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ISSUE 

Whether there was legal basis to cancel the Deed of 

Conditional Sale (DCS). 

DISCUSSION 

Petitioner argued that the cancellation of the DCS should be 

invalidated for the following reasons: 

1. The monthly installments required under the DCS 

were regularly deducted from her monthly salary 

from September 1989 to July 2008 and from 

November 2008 to December 2009 as shown by the 

letters and certifications of the Department of 

Education; and 

2. No ejectment case was filed by the GSIS against the 

petitioner in order to determine whether the latter 

was in arrears in paying her housing loan. 

The concerned operating unit of the GSIS countered that the 

housing loan of petitioner incurred arrearages for the following 

reasons: 

1. While it is true that monthly installments were 

deducted from her salary from September 1989 to 

July 2008 and from November 2008 to December 

2009, she was delayed by six (6) months and 
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deficient in the payment of monthly amortizations, 

which were in violation of paragraph 1 of the DCS, 

to wit: 

The VENDEE/S undertake/s and agree/s to 
pay to the VENDOR at its office the 
purchase price of ONE HUNDRED TWEN1Y 
THREE THOUSAND SIX1Y ONLY, Philippine 
currency, within twenty five (25) years from 
date hereof with interest at twelve (12%) 
per centum, per annum, compounded 
monthly. until fully paid. said payment to be 
made in 300 equal monthly installments of 
ONE THOUSAND FOUR HUNDRED 
SIXTEEN 80/100 PESOS CP1.416.80). 
Philippine currency. each such payment to 
be made within the first five (5) days of each 
and every month, commencing on March 
1989 xxx (underlining supplied) 

As clearly stipulated above, the first monthly 

installment should have been paid in March 1989 

but she paid only in September 1989, or six (6) 

months late. The monthly installment should also be 

PhP1A16.80 but her monthly salary was deducted 

only PhP1,317.12. 

2. Petitioner failed to settle the arrearages brought 

about by the delayed monthly installments, and did 

not make the necessary adjustment in her monthly 

amortization from PhP1,317.12 to PhP1,416.80 

despite notice from the GSIS. 

The concerned operating unit of the GSIS did not address the 

issue of its non-filing of an ejectment case against petitioner. 
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It was established by the records that the housing loan account 

of petitioner incurred arrearages for the following reasons: 

1. She was delayed in the payment of the monthly 

installments. The DCS provides that the first monthly 

installment should be paid in March 1989 but the first 

monthly installment was paid only in September 1989, 

or six (6) months late; 

2. She was deficient in the payment of the monthly 

installments. The DCS provides that the monthly 

installment should be PhP1A16.80 but she paid only 

PhP1,317.12 per month; and 

3. She also failed to pay the monthly installments from 

August to October 2008 because she was sick during 

this period. This was admitted by petitioner in page 5, 

paragraph 2 of her Petition. 

She failed to settle the arrearages on her housing loan same, 

hence, the cancellation of the DCS and subsequent sale of the house 

and lot to another person. These actions of the GSIS (canceling the 

DCS and selling the house and lot) find basis under paragraph 2 of the 

DCS, to wit: 

x x x In the event the VENDEE/S fail/s to pay the 
installments in arrears and/or make the payment within the 
grace period herein provided, the VENDOR or its assignee has 
the right to rescind this contract through judicial proceedings 
or extrajudicially rescind or cancel the contract after thirty 
(30) days from receipt by the VENDEE/S of the notice of 
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cancellation or demand for resc1ss10n of the contract by a 
Notarial Act in accordance with the Civil Code and R.A. 6552 
and in such case, the VENDOR or its assignee may dispose of 
the property covered by this contract in favor of other persons 
as if this contract have never been entered into. 

With regard to the issue raised by petitioner that respondent 

GSIS should have first filed an ejectment case against her for the 

purpose of determining whether she was in arrears in paying her 

housing loan, the same has no legal basis. There is no law nor 

provision in the DCS requiring the filing of an ejectment case in order 

to determine whether the petitioner was in arrears in the payment of 

the housing loan. The aforequoted provision of the DCS only provides 

that in case of failure of petitioner to pay the arrearages within the 

grace period, the GSIS may cancel the DCS and sell the house and lot 

to another person. When the GSIS actually cancelled the DCS and 

sold the house and lot to another person, it only implemented the 

provisions of the DCS, which is the law between the petitioner and the 

GSIS, pursuant to Articles 1159 and 1300 of the Civil Code, viz: 

Obligations arising from contracts have the force of law 
between the contracting parties and should be complied with in 
good faith. 

The contracting parties may establish such stipulation, 
clauses, terms and conditions as they may deem convenient, 
provided they are not contrary to law, morals, good customs, 
public order, or public policy. 

Furthermore, it was already determined from the records of the 

GSIS, and petitioner herself admitted, that she incurred arrears in the 

payment of her housing loan. 

Notwithstanding the foregoing, there is no evidence on record 

that the petitioner received the Final Demand Letter dated July 30, 
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2004 of the GSIS informing her of the arrearages on her loan and 

requiring her to settle the same, otherwise, the DCS would be 

cancelled. There was also no evidence on record that the subsequent 

Notice of Cancellation of the DCS dated March 1, 2005 sent by the 

GSIS was received by the petitioner. There were no evidence, 

therefore, to prove that due process was observed in the cancellation 

of the DCS. Accordingly, there was no legal basis to cancel the DCS. 

The GSIS also continued accepting payments from the petitioner 

after the cancellation of the DCS and after the property was sold to 

Ms. Lianda B. Bolilia on january 31, 2007. Later, the title of the 

property was registered in the name of said buyer, who took 

possession of the property and converted the same to market stalls. 

On April 15, 2010, the petitioner passed away. 

The Operations Sector of the GSIS recommended that, in the 

absence of proof of receipt of the collection notices and Notice of 

Cancellation of the DCS, the proceeds of the sale of the property be 

refunded to the legal heirs of the deceased petitioner NET of the 

amount collectible from the latter. It was also recommended that 

payments made after the sale of the property be refunded also to the 

legal heirs of the deceased petitioner. 

We agree with the recommendation of the Operations Sector of 

the GSIS as the same is just and equitable for both the GSIS and the 

petitioner. It is apparent that petitioner had no intent to default. This 

is indicated by her twenty (20)-year period of acquiescence to the 
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deduction of the amortization from her monthly salary, as well as her 

express willingness to pay the arrearages on her loan. 

The recommendation is a solution to the present predicament 

where even if the Petition were to be granted, the prayer of the 

petitioner for the invalidation of the cancellation of the DCS may no 

longer be implemented because the property was already sold to, and 

has been registered in the name of, the buyer in good faith, who 

already occupied the property. 

WHEREFORE, premises considered, the Petition is hereby 

DENIED. However, this case being sui generis and for just and 

equitable considerations, the concerned operating unit of the GSIS is 

hereby ordered to refund to the legal heirs of the deceased petitioner-

1. The proceeds of the sale of the property NET of the 

amount collectible from the deceased petitioner; and 

2. Monthly installments paid after the sale of the property 

to the buyer. 

computed as follows: 

Selling Price 

Less: Amount Due 
from petitioner 

Sub-total 

Plus: Payments after sale 

For Refund 

P807,436.35 

274.510.72 

532,925.63 

47 .416.32 

P580.341.95 
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SO ORDERED. 

·o 9 JUN 2011 Pasay City, Philippines, _______ _ 

,/Jv 
~L L. LACSON, Jr. 

RO ERT G. ~ARA 
ice Chairman 

~~~~ 

Chairman 

KARINA CONSTANTINO-DAVID 
Trustee 

Trustee 

GERALDINE MARIE BERBERABE-MARTINEZ 
Trustee 

FRANCISCO T. DUQUE III* 
Trustee 

*Did not participate and vote in the deliberation 

Copy furnished 

FROILAN M . BACUNGAN & ASSOCIATES 
Counsel for Petitioner 
RM.302, Philippine Social Science Center 
Commonwealth Avenue, Diliman 
1101 Quezon City 

~0~~ 
Trustee 

(<N I.FAVFJ 
DANILO A. GOZO 

Trustee 
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CERTIFICATION 

t WILFREDO P. ONG, Legal Officer IV at the GSIS Law Office, 

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

Case No. 002-10 entitled "In the Matter of Petition for 

Invalidation of Cancellation of Deed of Conditional Sale" 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, _______ _ 

ILFREDO P. 0 
Hearing Officer 
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RESOLUTION NO. 148 

RESOLVED, to APPROVE and CONFIRM 
the Decision in GSIS Case No. 002-10 entitled 
Eliza C. Franco v. GSIS (For: Invalidation of the 
Cancellation of the Deed of Conditional Sale), 
the dispositive portion of which states: 

"WHEREFORE, premises considered, 
the Petition is hereby DENIED. However, 
this case being sui generis and for just and 
equitable considerations, the concerned 
operating unit of the GSIS is hereby ordered 
to refund to the legal heirs of the deceased 
petitioner-

1. The proceeds of the sale of the property 
NET of the amount collectible from the 
deceased petitioner; and 

2. Monthly installments paid after the sale 
of the property to the buyer. 

computed as follows: 

Selling Price P807 ,436.35 
Less: Amount Due 
from petitioner 274.510.72 

Sub-total 532,925.63 

Plus: Payments after sale 47,416.32 

For Refund P580,341.95" 

A copy of the Decision in GSIS Case No. 
002-10 is attached and made an integral part of 
this Resolution. 


