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Department of Education
DepED National Employees Union

DepED Complex, Meralco Ave., Pasig City

October 5, 2010

THE HONORABLE CONGRESSMAN
HON. JERRY P. TREÑAS
Chairman
House Committee on Good Government 
    and Public Accountability
House of Representatives
Batasan Complex, Quezon City

Dear Congressman Treñas:

We refer to your letter dated September 21, 2010 requesting a position paper from 
our Union on House Resolution No. 79 authored by Rep. Eulogio ‘Amang’ R. Magsaysay 
directing the House Committee on Good Government and Public Accountability “to inquire 
on  the  alleged  irregularities  committed  by  the  previous  President  and  General 
Manager,  and  other  members  and  officers,  of  the  Government  Service  Insurance 
System (GSIS), particularly the public educators and education personnel.”

At  the  onset,  please  understand  that  Republic  Act  8291  entitled:  “Government 
Service Insurance System Act of 1997,” is an amendment to the old GSIS charter under 
Presidential  Decree 1146. The  amendments were primarily intended to increase and 
expand the social protection coverage of government workers as well as to give powers 
and functions to the GSIS to enable it to better respond to the needs of its members. 

The amendments, however, did not empower the GSIS Board of Trustees and its 
officers  to  adopt  policies  and programs contrary  to  its  mandate,  nor  to  effectively 
amend its own Charter.

Because of these, we submit that the following GSIS policies and programs clearly 
violated RA 8291 and have no bases in law and must therefore be revoked:

1) The  illegal  adoption  and  implementation  by  the  GSIS  Board  of  Trustees  on 
September 17, 2003 of the Premium-based policy. 

The Policy, which computes GSIS benefits based on premium payments rather 
than on the service record, contravenes RA 8291  which refers to the service 
record as the only basis for the computation of member benefits.

Since RA 8291 mandates that the remittance of premium payments is the legal 
responsibility  of  the employer while the  collection of premium payments is the 
legal  responsibility  of  the  GSIS,  then  all  GSIS  members  whose  premium 
payments were not remitted to GSIS or whose premiums were not collected by 
GSIS upon the start of their government service should not be penalized by 
GSIS especially since Section 3 of RA 8291 provides, thus:
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"SEC.  3. Compulsory  Membership.  - Membership  in  the  GSIS  shall  be 
compulsory for all employees receiving compensation who have not reached 
the  compulsory  retirement  age,  irrespective  of  employment  status,  except 
members  of  the Armed Forces  of  the  Philippines  and the  Philippine  National 
Police, subject to the condition that they must settle first their financial obligation 
with  the  GSIS,  and  contractuals  who  have  no  employer  and  employee 
relationship with the agencies they serve.

"Except  for  the members of  the judiciary  and constitutional  commissions  who 
shall  have  life  insurance  only,  all  members  of  the  GSIS  shall  have  life 
insurance,  retirement,  and  all  other  social  security  protections  such  as 
disability, survivorship, separation, and unemployment benefits.

Furthermore, the Repealing Clause of RA 8291 clearly states: “… Provided, that 
the rights under existing laws, rules and regulations vested upon or acquired by 
an employee who is already in the service as of the effectivity of this Act shall 
remain in force and effect.”

2) The immoral adoption and implementation by the GSIS Board of Trustees of the 
Enhanced Life Policy (ELP), in lieu of the Life Endowment Policy (LEP), which 
unjustifiably  reduced  member-benefits  to  a  measly  twenty-five  percent 
(25%) of total contributions, called termination value. 

Unlike the provisions of LEP, which affixed a pre-determined or maturity date for 
receiving  the  accrued  benefits  (and  which  would  exceed  25  percent  of  total 
contributions) the ELP has no maturity date but only the said  termination value;

3) The unjustifiable adoption and implementation by the GSIS Board of Trustees of 
the Auto CLIP or Claims and Loans Inter-dependence Policy. 

Considering that GSIS records for membership, premium payments, claims and 
loans  are  still  in  the  process  of  reconciliation,  this  Policy  should  at  least  be 
suspended to enable the correct manual computation of members’ benefits;

4) The illegal deduction of arrears or remitted but unposted premium contri-
butions and loan amortizations from the proceeds of salary/ policy loans or upon 
maturity of GSIS policies and the surrender of policies and other benefits that 
caused undue injury to GSIS members.

We  have  repeatedly  notified  GSIS  management  of  the  continuing  need  to 
complete the reconciliation of remittances of the unpaid government share and 
personal  premium for  the years  1997 – 1998,  including  the  underpayment  of 
premiums of both the government and personal shares due to promotions and 
step increments.  Our notices have,  however,  fallen on deaf  and uncaring 
ears.

We have also uncovered the non-posting of remittances in the GSIS subsidiary 
ledger.

Aside from these, there is need to update the GSIS copy of service records and 
reconcile  files  for  members  whose  offices  cannot  be  found  in  the  GSIS’ 
downloaded databases. The  defective program installer of GSIS  should also 
be replaced.
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These  problems  are  worsened  by  the  continuing  non-compatibility  of  GSIS 
programs for system billing and remittance.

5) The immoral non-implementation by the GSIS Board of Trustees of Republic Act 
6552, called the Maceda Law entitled “An Act to Provide Protection to Buyers of 
Real Estate on Installment Payments” which states under Section 3, thus: 

“(b)  If  the contract  is  cancelled,  the seller  shall  refund to the buyer  the cash 
surrender value of the payments on the property equivalent to fifty percent (50%) 
of the total payments made and, after five years of installments, an additional five 
per cent every year but not to exceed ninety per cent of the total payments made; 
provided, that the actual cancellation or the demand for rescission of the contract 
by a notarial act and upon full payment of the cash surrender value to the buyer.

“Downpayments,  deposits  or  options  on the  contract  shall  be  included  in  the 
computation of the total number of installment payments made.”

Under the present GSIS policy, retirement benefits of members are automatically 
used to pay for the unpaid balance of housing loans even if such housing loan 
contracts  have  been  cancelled  and  the  housing  units  have  been 
surrendered and returned to the GSIS.

Worse, the GSIS does not comply with the Maceda Law and refuses to make 
any refunds to the said members with cancelled housing contracts.

6) The  immoral  imposition  by  the  GSIS  Board  of  Trustees  of  surcharges, 
interest  penalties  and other  charges  for  delayed  remittances of  premium 
payments and loan amortizations.

This is  highly  anomalous and unfair  since GSIS premium payments and loan 
amortizations are automatically deducted from the salaries of GSIS members, 
and the collection arrangements for these premiums, under the Automatic Payroll 
Deduction System (APDS), are between DepED and the GSIS.

Furthermore, we reiterate that RA 8291 mandates that the remittance of premium 
payments  is  the  legal  responsibility  of  the  employer  (i.e.  DepED), while  the 
collection of premium payments is the legal responsibility of the GSIS.

Therefore,  we  submit  that  all  surcharges,  interest  penalties  and  other 
charges  already  illegally  collected  by  GSIS  should  be  returned  and 
refunded to GSIS members who may have already been forced to pay them.

7) The unlawful suspension of all loans from May 2003 to sometime in 2009 and 
stoppage of Survivorship Benefits, contrary to RA 8291 which mandates that “…
all members of the GSIS shall have life insurance, retirement, and all other 
social security protections, such as disability, survivorship, separation, and 
unemployment benefits.”

The GSIS Board and its officers clearly exceeded its authority provided under RA 
8291 when it suspended the grant of all types of loans and stopped the payment 
of Survivorship Benefits.
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8) The prescriptive period imposed under Sec. 28 of RA 8291 should be amended.

All claims of GSIS members should not be subject to prescription as it contra-
venes  the  salutary  goals  for  the  creation  of  GSIS,  which  is  primarily  for  the 
members’ advantage. 

Aside from these,  the funds represent  the hard-earned money of  mostly  low-
salaried GSIS members.

9) The immoral imposition of high interest rates on loans.

The GSIS Board of Trustees must realize that the GSIS is  primarily a public 
service-oriented institution before it is considered as a business interest. This 
means that its policies and programs must be favorable to its members and 
designed to uplift their lives and meet their needs.

We submit that its loan interest levels should be cross-subsidized by its interest 
earnings on, and other revenues from, its loans to, or investments in, private or 
government corporations.

10) The purchase and implementation in April 2003 of a grossly defective, costly 
and disruptive computerization program.

The original computerization program was reportedly done to cover up the rapid 
depletion  of  GSIS  funds  after  it  had  invested  P8  billion  in  a  then  newly-
incorporated subsidiary, the GSIS Property Inc. 

As it turned out and based on GSIS’ own admission, the computer system was 
defective and was in fact repeatedly blamed for GSIS’ failure to provide benefits 
to its members.

11) The  gross failure  of  GSIS management  to keep a faithful  and updated 
manual  and  hard  copy  record of  members’  premium  contributions,  loan 
amortizations, records of personnel action, such as promotion, transfer, leave 
of absence personal profile, etc. which has forced GSIS members to assume 
the burden of proving the status of their GSIS membership and their eligibility to 
avail of GSIS benefits. 

This  fuelled  the controversial,  expensive  and cumbersome Record  Reconci-
liation Project which cost GSIS P17 million. 

Had GSIS employees done the job for which they received their salaries, this 
amount would not have been taken from funds contributed by members;

12) The  immoral  use of members’  funds to sustain an annual multi-million 
peso  public  relations  campaign designed  to  mask  GSIS  failures  and 
anomalies and project an image of outstanding performance while its members 
suffer from reduced benefits and dismal service.

13) Winston  Garcia’s  abuse  and  misuse  of  his  office  as  GSIS  President  and 
General  Manager  to  secure  special  favors  and  privileges  from  GSIS  not 
otherwise enjoyed  by ordinary members or employees.

These included his salary loan (in the sum of P2,141,874  or a net loan amount 
of P1,519,115.25) which was processed and released only in a few hours. 
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Worse,  Garcia allegedly  shortchanged GSIS by paying only  P43,123.06 per 
month  instead of  P56,414.07 per  month  for  a  difference of  P13,291.01  per 
month.

Likewise,  the  loan  was  issued  despite  the  fact  that  Garcia’s  Statement  of 
Service showed he had no premium payments for four (4) years from 1986 to 
1989. He also violated his own Premium-based policy because his unpaid 
premiums were not deducted from his salary loan proceeds.

14) The  questionable and hasty transfer of billions of pesos in GSIS funds 
from the official government depository bank,  i.e.,  the Land Bank of  the 
Philippines, to a private bank, namely, Union Bank.

Records of the Bangko Sentral ng Pilipinas (BSP) show that Union Bank has 
always  been  a  private  bank,  although  the  Social  Security  System  has 
financial investments in the bank. 

This means that  Winston Garcia and the GSIS Board of Trustees illegally 
gave Union Bank an unfair advantage over other banks when it deposited 
billions in government funds in violation of  the Anti-Graft  and Corrupt 
Practices Act.

Union Bank has only 111 branches and 94 ATM outlets,  compared to Land 
Bank’s 325 branches, 889 ATM outlets and 9,630 ATM interconnections with 
Bancnet, Megalink and Express Net. Because of this,  it is more difficult to 
access GSIS members’ own funds that are deposited with Union Bank and 
members  still  pay  additional  fees  when  they  use  the  ATM outlets  of  other 
banks.

Because of these, we have repeatedly urged GSIS to transfer back all of our 
funds from Union Bank to Land Bank but  we have been largely ignored. In 
lieu  of  this,  we  have  urged  GSIS  management  to  payout  benefits  through 
checks, especially for rural-based members.

15) The  GSIS  Board’s  illegal  and  unjustifiable  stoppage  of  contributions  to 
Employees’ Compensation.

16) The grant of unequal and non-commensurate retirement benefits;

17) The grossly disadvantageous purchases on October 29, 2002 of at least three 
(3) paintings worth more than P53.5 million using contributed funds from GSIS 
members.  These purchases were disallowed by the Central Office of the 
Commission on Audit (COA);

18) Alleged GSIS e-Card and GW@PS anomalies.

The GWAPS is not user-friendly and is limited to urban areas with good internet 
connections.  Government  employees  who  are  based in  rural  areas  have to 
spend hundreds of pesos just to access bank facilities that are compatible with 
the GSIS e-Card.

We submit that a review of the contract on the award of GWAPS kiosks and 
production of the 1.6 million e-Cards be conducted to determine if there were 
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no more cost-efficient alternatives at the time the contracts were awarded or if, 
indeed, certain anomalies attended their bidding and award.

19) Questionable management of the GSIS Insurance Fund.

20) Stoppage of Edu-Child, Genesis Program, and

21) Oppression of GSIS members and retirees with the disdainful and demeaning 
attitude of GSIS personnel and the GSIS Board’s  refusal to consider a loan 
restructuring and penalty condonation program given these problems with 
GSIS policies, programs, structures and employees.

Acting on some of these issues and concerns, a DepED Internal Task Force and 
Panel on GSIS Issues and Concerns, composed of DepED officials and representatives 
from various DepED organizations, drew up the following initial recommendations:

1.  Moratorium on the imposition of interest, penalties and surcharges incurred for 
any delay in remittances of payments for loans, premiums and the like;

2. Moratorium on the cancellation of any Deed of Conditional Sale in housing loans 
for arrears in payment;

3. Moratorium  on  the  implementation  of  the  Claims  and  Loan  Interdependency 
Policy (CLIP); and

4. Stop  charging  the  members  for  premiums  in  arrears  pertaining  to  the  2.5% 
increase in government share from July 1997 to December 1998.

Except for the moratorium on the implementation of the CLIP,  the GSIS approved 
these recommendations.  Its approval means that GSIS was wrong in the first place to 
implement these policies and programs. Its admission of wrongdoing, however, has never 
been put to task.

Finally,  GSIS management has continuously failed or refused to render a full 
accounting of all GSIS funds.  It has likewise never subjected its top managers to a 
performance audit. Both of these have added fuel to suspicions of mismanagement and 
misuse of funds.

We shall be pleased to clarify any issue listed above and participate in any public 
hearing or deliberation your Committee may organize to clarify these issues.

Thank  you  for  giving  us  this  opportunity  to  present  our  position  on  this  House 
Resolution.

Truly yours in the True Spirit
of Public Sector Unionism,

ATTY. DOMINGO B. ALIDON
National President


