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REPUBLIC OF THE PHILIPPINES 
GOVERNMENT SERVICE INSURANCE SYSTEM 

FINANCIAL CENTER, ROXAS BOULEVARD, PASAY CITY 

BOARD OF TRUSTEES 

IN THE MATIER OF 
DECLARATION OF 
NULLITY OF THE GSIS' 
PREMIUM BASED POLICY 

MIGUEL C. MIRAM AND 
LUZ M. PACETE, 

Petitioners. 

IN THE MATIER OF 
DECLARATION OF 
NULLITY OF THE GSIS' 
PREMIUM BASED POLICY 

DIOSCORO P. CALONGE, 
Petitioner. 

GSIS Board Case No. 014-08 

GSIS Board Case No. 018-08 

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

DECISION 

These Petitions for the Declaration of Nullity of the GSIS' 

Premium Based Policy (PBP) were respectively filed by Petitioners 

Miguel C. Miram (Miram) and Luz M. Pacete (Pacete) on 16 July 2008 

and by Petitioner Dioscoro P. Calonge (Calonge) on 17 September 

2008. 

The Petitions were later consolidated in an Order dated 22 

October 2008. 
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As culled from the records and pleadings, the undisputed facts 

are as follows: 

Petitioners Miram and Pacete filed this petition to challenge the 

Premium-Based Policy. At that time, petitioner Miram was a public 

school teacher and petitioner Pacete was a guidance counselor both of 

the Antonio A. Maceda Integrated School. Petitioner Miram was a 

former President and founding member of the Parents Teachers 

Coalition for Advancement (PTCA) while petitioner Pacete is a 

member of the School Association of Parents Anti-Crime (SAPAC). 

Petitioner Calonge was a public school teacher of Krus na Ligas 

High Schoot Quezon City during the filing of the Petition. 

The petitioners traced their Petitions on the issuance by then 

GSIS President and General Manager Winston F. Garcia ("PGM 

Garcia") of Office Order No. 35-03 on 05 May 2003 (Processing of 

Loans and Claims Applications Based on Actual Premium Payments) 

and a document entitled "The Rationale Behind the Premium Based 

Policy" issued in July 2003. The Office Order directed all Operating 

Units Concerned (OUC) to defer the processing of the loans and 

claims application until such time that all premium payments and loan 

repayments have been fully posted. 

The Petitions alleged the following: 

There is nothing in Republic Act (RA) No. 8291 that 

includes premium remittance as a factor in 

computing service; 
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The Premium-Based Policy shifted the burden of 

ensuring remittance and collection of premium to 

the members, when under the law, it is the agency 

which is obliged to remit premiums and held liable 

for non-remittance; 

The Premium-Based Policy is immoral and violative 

of due process as it constitutes deprivation of 

property; and 

The formulation and implementation of the Premium 

Based Policy is an ultra vires act of the GSIS and former 

PGM Garcia. 

Since their Petitions did not raise any question of fact, the 

petitioners waived hearings on the petition. 

In its Answer to the Petitions, the following affirmative defenses 

were raised: 

The complaints state no cause of action; 

the Premium-Based Policy is consistent with the basic 

principles of insurance and in accordance with the legal 

mandate of the GSIS as a social insurance institution; 

and 
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The Premium-Based Policy is equitable and not immorat 

unjust or violative of the Constitution and the vested 

rights of GSIS members. 

Considering that the allegations and reliefs sought in the 

petitions are similar, the petitions were consolidated. 

ISSUES TO BE RESOLVED 

A.) Whether the petitions state a valid cause of action; 

B.) Whether the Premium Based Policy is valid. 

FINDINGS 

Anent the first issue, the petitioners do not have a valid cause of 

action and their Petitions suffer from the fundamental defect of failure 

to state a cause of action. 

Cause of action, as defined in Section 2, Rule 2 of the 1997 Rules 

of Civil Procedure, is the act or omission by which a party violates the 

right of another. Its essential elements are as follows: 

1. A right in favor of the plaintiff by whatever means and under 
whatever law it arises or is created; 

2. An obligation on the part of the named defendant to respect 
or not to violate such right; and 

3. Act or omission on the part of such defendant in violation of 
the right of the plaintiff or constituting a breach of the 
obligation of the defendant to the plaintiff for which the latter 
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may maintain an action for recovery of damages or other 
appropriate relief. 1 

The question of whether the complaint states a cause of action 

is determined by its averments regarding the acts committed by the 

GSIS. Thus, it must contain a concise statement of the ultimate or 

essential facts constituting the cause of action. Failure to make a 

sufficient allegation of a cause of action in the complaint warrants its 

dismissal. 2 

The petitioners are asking for the nullification of the Premium-

Based Policy. However, a thorough perusal of the petitions shows no 

right of the petitioners was violated by the issuance of the assailed 

policy. The allegations merely capitalized on the fact that the 

implementation of Premium-Based Policy would affect the benefits of 

GSIS members in general. However, petitioners fail to specify any 

provision of R. A. No. 8291 that grants them guaranteed benefits even 

in the absence of premium contributions, or any provision that 

prohibits the GSIS Board from issuing rules and regulations for the 

computation of benefits based on the amounts contributed by GSIS 

members, as prescribed under Section 5 of Section 1 of R. A. No. 

8291. 

Citing the repealing clause of R. A. No. 8291 as basis, 

petitioners argue that they have vested rights that are impaired by the 

Premium-Based Policy. Since they cite Section 10 of Section 1 of R. A. 

No. 8291 as basis for their claim that premiums should not be 

considered in the computation of benefits, it can be safely assumed 

1 Swagman Hotel and Travel, Inc. vs. Hon. Court of Appeals, G.R. No. 161135,08 April2005 
2 Ferrer vs. Ferrer, 508 SCRA 570, G. R. No. 166496,29 November 2006 
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for the sake of argument that the vested rights they are claiming 

pertain to enjoyment of benefits based solely on years of service in 

government. There is no such vested right, though, because even 

under the original Charter of the GSIS, it is clearly stated that 

benefits are dependent on the contributions paid by the members. 

Thus, Sections 5 and 12(b) of the Commonwealth Act (C. A.) No. 186, 

as amended, respectively, provides: 

Section 5. (a) Rates of contributions or premiums. - For 
the benefits described hereunder, each official or employee 
who is a member of the System and his employer shall pay the 
monthly rates of contributions or premiums specified in the 
following schedule: 

XXX 

Section 12 x x x 

(b) Notwithstanding the proVIsions of the preceding 
paragraph, a member may be allowed to retire after rendering 
a total service of thirty years, regardless of age, the retiring 
employee to receive a monthly annuity for life, but the benefit 
for service rendered after June sixteen, nineteen hundred 
and fifty-one, shall be whatever amount of annuity can be 
purchased by the accumulated government and personal 
contributions to the credit of a member plus interest 
allowed by the system on the date of retirement. Said annuity 
shall be computed in accordance with the mortality table and 
the rate of interest adopted by the system. This benefit shall be 
in addition to the benefit for service rendered prior to June 
sixteen, nineteen hundred and fifty-one as provided in section 
eleven (A) of this Act. (Emphasis supplied) 

To elucidate further, even under P.D. No. 1146 (Revised GSIS 

Act of 1977) the law expressly excluded in the computation of service 

for calculating benefits those services that have no premium 

contribution. Section 10(2)(ii) thereof provides: 

Section 10. Computation of Service. - the computation of 
service for calculating the pension shall be from the date of 
original service with an employee; including: 

(1) X X X 
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(2) period from january one, nineteen hundred and forty-two, 
to February twenty-eight, nineteen hundred and forty-six for 
those who were in the service on December eight, nineteen 
hundred and forty-one; but excluding: 

(i) period of military service for which an employee receives 
separation, retirement or disability pay; and 

(ii) periods of service rendered after June sixteen, nineteen 
hundred and fifty-one during which contributions were not 
required, unless the contributions with interest be later on paid 
to the System. (Emphasis supplied) 

XXX 

Moreover, petitioners failed to show how they are actually 

affected by the implementation of the said policy. The Premium Based 

Policy only affects the benefits of those who are retiring. There is not 

a single allegation in the Petitions about any of the petitioners whose 

retirement benefit has been adversely affected by the Policy. All the 

allegations in the petitions pertain to the supposed effect of the 

Premium-Based Policy in general terms, which makes the petitioners' 

claims not ripe for adjudication by the Board. The power vested on the 

Board by Section 30 of Section 1 of R. A. No. 8291 "to settle any 

dispute under [the said] act or under any other laws administered by 

the GSIS" presupposes an actual case that is ripe for adjudication. It 

is basic that a question is ripe for adjudication when the act being 

challenged has had a direct adverse effect on the individual 

challenging it. 3 As the petitioners failed to show any direct adverse 

effect on them of the questioned policy, their petitions must be 

dismissed. 

Finally, with respect to the second issue, it bears noting that 

other groups of teachers have questioned the validity of the Premium-

3 Guingona, Jr. vs. Court of Appeals, G. R. No. 125532, 10 July 1998 
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Based Policy. The Court of Appeals in Manila Public School Teachers ' 

Association (MPSTA) and Teachers Dignity Coalition (TDC) vs. GSIS et 

al., CA G. R. No. 105797 upheld the validity of the policy. While the 

teachers' groups have appealed the Decision to the Supreme Court, 

this appeal has not been resolved to date. Therefore the Premium 

Based Policy as it stands, is still a valid policy. 

WHEREFORE, these consolidated petitions are hereby 

dismissed for failure to state a cause of action. 

SO ORDERED. 

___ 2_3_FE_B_ 20_12 __ , Pasay City, Philippines. 
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L L. LACSON, JR. 
Chairman 

Re~RGARA 
Vice Chairman 

~~~~~rl~ 
KARINA CONSTANTINO-DAVID 

Trustee 

22{;1 
GERALDINE MARIE 
BERBERABE-MARTINEZ 

Trustee 

~RAMI' Z 
'MARI~~stee 

G~~.{~ 
Trustee 

FRANCISCO T. DUQUE III* 
Trustee 

* Did not participate in the deliberations 
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CERTIFICATION 

I, DONDEREX P. TAN, Legal Officer II of the GSIS Legal 

Services Group, having been designated as Hearing Officer to draft 

the decision in consolidated GSIS Board of Trustees Case Nos. 014-08 

and 018-08 entitled IN THE MATTER OF THE DECLARATION OF 

NULLITY OF GSIS' PREMIUM BASED POLICY 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 in compliance with Board Resolution 

No. 198-A adopted on September 15, 2004. 

_______ , Pasay City, Philippines. 
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PASEGURUHAN NG MGA NAGLILINGKOD SA PAMAHALAAN 
(~OV~RNMENT SERVICE INSURANCE SYSTEM) 
Fmanc1al Center, Pasay City, Metro Manila 1308 

OFFICE OF THE CORPORATE SECRETARY 

EXACT COPY OF RES. NO. 29 ADOPTED BY THE GSIS BOARD OF 
TRUSTEES IN ITS MEETING NO.4 HELD ON FEBRUARY 23,2012 

Decision in the Consolidated Petitions in GSIS Case Nos. 
014-08 and 018-08, In the Matter of Declaration of 

Nullity of the GSIS' Premium Based Policy 

RESOLUTION NO. 29 

RESOLVED, to APPROVE and CONFIRM 
the Decision in the consolidated petitions filed 
by petitioners Miguel C. Miram and Luz M. 
Pacete, in GSIS Case No. 014-08, and Dioscoro 
P. Calonge, in GSIS Case No. 018-08, entitled" In 
the Matter of Declaration of Nullity of the GSIS' 
Premium Based Policy" , the dispositive portion of 
which states: 

"WHEREFORE, these consolidated 
petitions are hereby dismissed for failure 
to state a cause of action." 

A copy of the Decision is attached and 
made an integral part of this Resolution. 

CERTIFIED CORRECT: 

CONFIRMED: 

RO~~RA Vi~-~~::~an 
GSIS Board of Trustees 


