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**Title: Government Service Insurance System vs. Prudential Guarantee and Assurance,
Inc., et al.**

**Facts:**

1. **Memorandum of Agreement and Insurance Contract:**
–  March  1999:  The  National  Electrification  Administration  (NEA)  entered  into  a
Memorandum of  Agreement  (MOA)  with  GSIS  to  insure  real  and  personal  properties
mortgaged by electrical cooperatives under an Industrial All Risks Policy (IAR Policy).
– GSIS reinsured 95% of the total insured sum with Prudential Guarantee and Assurance,
Inc. (PGAI).

2. **Insurance Payments and Default:**
– GSIS remitted premiums to PGAI for the first three quarters but failed to pay the fourth
premium due on December 5, 1999.

3. **Complaint Filed:**
– November 15, 2001: PGAI filed a complaint for a sum of money against GSIS in the RTC of
Makati, Branch 149.

4. **GSIS’s Answer and PGAI’s Motion:**
– GSIS admitted key facts, including the payment of the first three premiums and the non-
payment of the fourth.
– December 18, 2001: PGAI moved for judgment on the pleadings, claiming that GSIS’s
admissions rendered the case undeniable.

5. **RTC Grant:**
– January 11, 2002: RTC granted judgment on the pleadings and ordered GSIS to pay PGAI.

6. **Execution Pending Appeal:**
– PGAI filed for execution pending appeal,  citing potential  blacklisting by international
insurers.
– February 14, 2002: RTC allowed execution pending appeal.

7. **Garnishment and Challenges:**
– GSIS funds were garnished.
– GSIS filed a petition for certiorari before the CA, arguing improper grounds for and
exemption from execution.
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**Issues:**

1. **Execution Pending Appeal Validity:**
– Is the potential blacklisting of PGAI by foreign reinsurers a justifiable reason for execution
pending appeal?
– Are GSIS funds exempt from garnishment under Republic Act (RA) 8291?

2. **Judgment on the Pleadings:**
– Did the CA err in affirming the RTC’s judgment on the pleadings when GSIS’s answer
admitted material allegations?

**Court’s Decision:**

1. **Execution Pending Appeal:**
– **Reason for Denial:**
– The Court found PGAI’s mere allegations of blacklisting unsubstantiated.
– Execution pending appeal requires concrete evidence, which PGAI failed to provide.
– **GSIS Funds:**
– GSIS funds may be subject to execution post-appeal resolution, barring injunctions.
– The exemption under Section 39 of RA 8291 pertains to social security benefits,  not
business assets/reinsurance funds.

2. **Judgment on the Pleadings:**
– GSIS’s admissions justified the judgment on the pleadings.
– GSIS admitted the reinsurance contract, payments for three quarters, non-payment of the
fourth, and receipt of demand letters.
– GSIS’s defense about the premium payment rendering the contract ineffective was a legal
issue, aligning with the precedent set by Makati Tuscany Condominium Corp. v. CA.

**Doctrine:**

1. **Execution Pending Appeal:**
– “Good reasons” must be solid and supported by evidence to justify execution pending
appeal.
– Mere allegations without proof do not meet this threshold.

2. **Exemption of GSIS Funds:**
– Section 39 of RA 8291 provides limited exemptions from garnishment, levy, or execution,
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applying primarily to social insurance funds, not commercial activities.

3. **Judgment on Pleadings:**
–  Admissions  in  an  answer,  failing  to  specifically  deny  material  allegations,  justify  a
judgment on the pleadings.
– Payment of premiums in installments does not negate the validity of an insurance contract
once established and partially performed.

**Class Notes:**

– **Execution Pending Appeal:**
– **Rule and Exception:** Generally, only final judgments may be executed. Exceptions
require “good reason” and must be stated in a special order after a motion and hearing.
– **Solid Evidence Required:** The petitioner must present concrete evidence of reasons for
immediate execution to avoid speculative justifications.

– **Funds’ Exemption from Execution:**
–  **RA  8291  Scope:**  Exemptions  cover  social  insurance  funds  but  not  business  or
reinsurance funds.
– **Litigable Assets:** Business ventures and contractual liabilities of GSIS are open to legal
enforcement.

– **Judgment on the Pleadings:**
– **Rule:** Applicable when an answer fails to contest material allegations adequately.
– **Section 77 of PD 612:** Insurance contracts are valid upon acknowledgment of premium
payment, even if paid in installments.
– **Binding Insurance Contract:** Partial performance and acceptance of premiums support
the insured’s claims despite installment payments.

**Historical Background:**

The case highlights the intricate interplay between state insurance agencies involved in
commercial activities and their obligations under reinsurance agreements. It underscores
the  importance  of  adhering  to  contractual  obligations  and  the  consequences  of  non-
payment.  The  ruling  reinforces  judicial  principles  requiring  solid  evidence  for  motions
leading to potential immediate judgments and clarifies the scope of statutory exemptions
from legal processes against state entities in commercial contexts.


