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### Title:
**Bautista vs. The Auditor General and The General Manager of the GSIS: A Case of
Retirement Annuity Deductions**

### Facts:
Flaviano Bautista, an Auditor in the General Auditing Office, was compulsorily retired at the
age of 65 years, 5 months, and 21 days, after 46 years, 6 months, and 2 days of service.
Opting for a lump sum payment of the present value of his annuity for the first five years as
allowed under Commonwealth Act No. 186 (amended by R.A. No. 660), Bautista was paid
P14,853.61  by  the  Government  Service  Insurance  System  (GSIS).  This  amount  was
calculated after deducting a sum of P2,060.75 as discount, a decision Bautista contested,
citing the case of Espejo vs. Auditor General where a similar deduction was reversed in
favor of the retiree.

Bautista’s objection was grounded on the disapproval of the discount deduction, which the
GSIS justified under existing laws allowing for the computation of “present value” based on
a 5% annual  compound interest  rate.  Despite  his  appeals,  both GSIS and the Auditor
General upheld the decision, leading Bautista to petition for review by the Supreme Court.

### Issues:
1. Whether the discount deduction from Bautista’s lump sum payment was lawful according
to the relevant statutes.
2. Whether the laws and regulations invoked to justify the deduction were applicable to
Bautista’s case.

### Court’s Decision:
The Supreme Court ruled in favor of Bautista, mirroring the resolution in the Espejo case.
The Court highlighted that when Bautista was retired, the prevailing law did not specify
discounts on the lump sum payment for the annuity’s present value. It deemed that the
amendments  inserted  by  subsequent  laws  which  could  be  interpreted  to  allow  such
deductions could not retrospectively affect Bautista’s vested rights.

Thus,  the  Court  determined  the  GSIS  and  the  Auditor  General’s  interpretation  and
application of the law were incorrect, reinstating the notion that retirement laws should be
construed in favor of the retiree. The Supreme Court ordered GSIS to pay Bautista the
deducted amount of  P2,060.75,  establishing a clear mandate against  the deduction for
discounts in computing the lump sum annuity payment under the circumstances present in
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Bautista’s case.

### Doctrine:
This case reiterates the doctrine of interpreting retirement laws in the broadest manner
possible in favor of the retiree. The decision underscores that the “present value” under
Commonwealth  Act  No.  186  as  amended  should  not  be  technically  construed  to  the
detriment of a retiree’s benefits.

### Class Notes:
– **Retirement laws interpretation**: Broad interpretation favoring the retiree.
–  **Present  value calculation**:  Not  to  include discount  deductions adversely  affecting
retirees’ lump sum benefits unless explicitly specified by law.
– **Amendments affecting rights**: Subsequent legal amendments cannot retrospectively
diminish the benefits or rights vested under the law in force at the time of retirement.

### Historical Background:
At the heart of Bautista’s retirement dispute was the evolving legal framework concerning
retirement  benefits  for  government  employees  in  the  Philippines.  Starting  with
Commonwealth Act No. 186, and its amendments through Republic Acts No. 660 and No.
728, the legal landscape presented complexities in how retirement benefits, particularly the
computation  of  lump  sum  payments,  were  to  be  administered.  This  case  became  a
touchstone in clarifying that legal amendments aimed at calculating such benefits could not
retroactively diminish the rights of retirees who retired under a law granting more favorable
terms.


