G.R. No. 155206. October 28, 2003 (Case Brief / Digest)

### **Title: Government Service Insurance System vs. Eduardo M. Santiago (Substituted
by his Widow Rosario Enriquez Vda. de Santiago)**

### **Facts:**

The case stems from a series of loan transactions between 1956 and 1957, wherein the
deceased spouses Jose C. Zulueta and Soledad Ramos obtained loans amounting to
Php3.117 million from the Government Service Insurance System (GSIS), secured by real
estate mortgages. When the Zuluetas failed to settle these loans, GSIS foreclosed the
mortgaged properties, leading to a public auction on August 14, 1974, where GSIS was the
highest bidder. Notably, the auction explicitly excluded ninety-one (91) lots deemed
sufficient to settle the mortgage debts.

However, GSIS’s Certificate of Sale included some lots that were supposed to be excluded
from the auction. Following this, GSIS executed an Affidavit of Consolidation of Ownership
over Zulueta’s properties, including the supposedly excluded lots, leading to property titles
being issued in its name.

In 1990, Eduardo Santiago, representing Antonio Vic Zulueta, initiated a complaint for the
reconveyance of real estate against GSIS, demanding the return of the excluded lots.
Various interventions and defenses later, the Regional Trial Court (RTC) of Pasig City ruled
in favor of reconveying the excluded lots to Santiago (subsequently replaced by widow
Rosario Enriquez Vda. de Santiago after Eduardo’s death).

Upon GSIS’s appeal, the Court of Appeals affirmed the RTC’s decision, a ruling GSIS sought
to overturn through a petition for review on certiorari to the Supreme Court.

### **¥Issues:**

1. Whether GSIS acted in bad faith by consolidating ownership and issuing titles for the
excluded lots.

2. Whether the action for reconveyance instituted by the respondent was barred by
prescription and/or laches.

3. Whether GSIS had a legal duty to return the excluded lots to the Zuluetas.

### **Court’s Decision:**

The Supreme Court denied GSIS’s petition, affirming the decisions of the lower courts.
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1. **Bad Faith:** The Court found GSIS acted in bad faith by including the excluded lots in
its certification and later consolidating ownership. It emphasized that as a government

financial institution, GSIS is expected to exercise greater diligence, similar to that required
of banks.

2. ¥Prescription and Laches:** Contrary to GSIS’s assertion, the Court ruled that the action
for reconveyance had not prescribed since the period for such action is counted from the
time the fraudulent act was actually discovered, which in this case was in 1989, just a year
before the lawsuit was filed.

3. **Legal Duty:** The Court held that GSIS had a legal obligation to return the excluded
lots to the Zuluetas, per Article 22 of the Civil Code, which dictates the return of something
acquired without just or legal ground.

##4# **Doctrine:**

The ruling reiterated the principles surrounding actions for reconveyance based on fraud or
implicit trust and clarified that such actions must be filed within ten years from the actual
discovery of fraud.

### **Class Notes:**

- **Bad Faith in Real Estate Transactions:** Anyone, including government financial
institutions, acting in bad faith in consolidating ownership over properties, knowingly
including lots that should not be part of consolidation, cannot claim protection under the
law.

- **Prescription for Actions Based on Implied or Constructive Trust:** An action for
reconveyance based on implied or constructive trust prescribes in ten years starting from
the actual discovery of fraud, not merely from the registration of the property.

- **Legal Duty to Return Property:** Under Article 22 of the Civil Code of the Philippines, a
person who acquires something at the expense of another without legal ground must return
it.

### **Historical Background:**

This case underscores the historical challenges in Philippine real estate transactions,
particularly involving government institutions like GSIS. It highlights issues of transparency,
accountability, and the diligent care required in property dealings, reflecting the legal
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safeguards designed to protect rightful property owners from fraudulent claims and the
importance of equitable treatment in the enforcement of contracts.
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