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### Title:

Manila Bankers Life Insurance Corporation vs. Cresencia P. Aban: Upholding the Sanctity of
the Incontestability Clause in Insurance Policies

### Facts:

On July 3, 1993, Delia Sotero, who was illiterate and reportedly of limited financial means,
purportedly  took  out  a  life  insurance  policy  from  Manila  Bankers  Life  Insurance
Corporation, designating her niece, Cresencia P. Aban, as the beneficiary. This policy, with
a face value of PHP 100,000.00, was finalized on August 30, 1993, after an examination and
premium payment. Following Sotero’s death on April 10, 1996—over two years later—Aban
filed a claim for the proceeds.

Manila Bankers initiated an investigation and concluded that the application was fraught
with irregularities,  such as Sotero’s illiteracy,  her alleged financial  incapacity,  and the
absence of her personal application for insurance. Consequently, the Bankers Life denied
the claim in April 1997 and sought to rescind the policy through a civil suit (Civil Case No.
97-867) in April 1997, alleging fraud, concealment, and misrepresentation.

Aban filed a Motion to Dismiss based on the non-application of Section 48 of the Insurance
Code—arguing  that  the  insurer’s  rescission  right  expires  two  years  from the  policy’s
effectiveness if the insured lives beyond this period. The Makati RTC dismissed Manila
Bankers’ complaint, and the insurer’s subsequent appeal to the Court of Appeals (CA-G.R.
CV No. 62286) was also dismissed, reinforcing the RTC’s ruling.

### Issues:

1. Whether the dismissal of Manila Bankers’ complaint on grounds of prescription, as per
Section 48 of the Insurance Code, was justified.
2. The applicability of the incontestability clause provided under Section 48 of the Insurance
Code  in  the  scenario  where  the  insurance  was  allegedly  obtained  under  fraudulent
circumstances.

### Court’s Decision:

The Supreme Court upheld the decisions of the lower courts, firmly grounding its ruling on
Section 48 of the Insurance Code. It found that:
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– The insurance policy cannot be contested after two years of its effective date if the insured
remains  alive  beyond  this  period,  regardless  of  any  claim  of  fraud,  concealment,  or
misrepresentation.
– The Supreme Court maintained that it was Sotero, and not Aban, who had obtained the
insurance, thereby eliminating the argument that Aban had no insurable interest.
– Petitioner’s unilateral investigation and assertions were deemed insufficient to counter the
binding factual findings of the lower courts or to justify an exception to the incontestability
clause.

### Doctrine:

This case reaffirmed the doctrine of incontestability under Section 48 of the Insurance
Code, emphasizing the protection it offers to insured individuals or beneficiaries against late
denial of claims based on allegations of fraud, concealment, or misrepresentation discovered
after a two-year period.

### Class Notes:

–  The  **Incontestability  Clause  (Section  48,  Insurance  Code)**:  Protects  the  rights  of
insured parties or beneficiaries by limiting the insurer’s time to contest the validity of a life
insurance policy to within two years from its issuance or last reinstatement.
– **Insurable Interest**: Defined under Section 10 of the Insurance Code. The case confirms
that an individual has an insurable interest in their life and can designate any beneficiary.

### Historical Background:

At the heart of this legal controversy lies the critical balance between preventing insurance
fraud and ensuring the rightful beneficiaries can claim their due without undue obstruction.
The case underlines the Philippine legal system’s determination to uphold fairness and
protect against insurer’s late-stage denial of valid claims, putting a spotlight on the crucial
period of investigation that insurers are granted to vet policy applications genuinely.


