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**Title:** Landicho vs. Government Service Insurance System

**Facts:**
1. *Issuance of Policy:* On June 1, 1964, GSIS issued an optional additional life insurance
policy (No. OG-136107) to Flaviano Landicho,  a civil  engineer of  the Bureau of  Public
Works.
2. *Policy Terms:* The policy provided for a monthly premium of P7,900, with premiums
payable at the GSIS office. Condition No. 1 demanded timely payment of premiums to keep
the policy in force. Condition No. 18 stated that the policy, together with the application,
constituted the entire contract under Commonwealth Act No. 186, as amended.
3.  *Application Details:*  The insured’s  application included paragraph 7,  declaring the
completion of the policy after paying the first premium.
4. *Salary Deductions:* Landicho authorized a monthly deduction from his salary for the
premium starting in May 1964. He declared that failure to deduct should not make the
policy lapse and the unpaid premiums should be considered indebtedness.
5. *Incident:* On June 29, 1966, Landicho died in an airplane crash.
6. *Claim and Denial:* Mrs. Landicho filed a claim for P15,800 on behalf of herself and her
children. GSIS denied the claim, arguing that no premiums were paid, thus the policy was
never effective.
7. *Court of First Instance:* The plaintiffs filed a case on September 22, 1967, asking the
court to direct GSIS to pay the double indemnity as per policy conditions. The court ruled in
favor of the plaintiffs, ordering GSIS to pay the claim plus attorney’s fees and interests.

**Issues:**
1. *Policy Effectivity:* Whether the life insurance policy had ever been in force when no
premium payments were made.
2. *Ambiguity in Contract:* Proper interpretation of the ambiguous provisions in the policy
application, specifically regarding the effect of non-payment of premiums.
3. *Equitable Considerations:* Whether the GSIS’s failure to inform the insured’s office to
make salary deductions and the insured being paid dividends from the policy affected the
validity of the claim.

**Court’s Decision:**
1. *Policy Effectivity:* The Supreme Court affirmed the lower court’s decision, interpreting
that  despite  non-payment  of  premiums,  the  language  around  policy  effectiveness  and
premium obligation created ambiguity that should be resolved in favor of the insured.
2. *Ambiguity:* Applying Article 1377 of the Civil Code, the ambiguous provisions in the
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insurance contract were construed against GSIS, the drafter of the contract, favoring the
insured parties.
3. *Equitable Considerations:* Two factors consolidated the decision:
– *Failure to Deduct:* The lack of deduction was due to GSIS not instructing the Collecting
Officer, thereby the omission should not benefit GSIS.
– *Dividends Paid:* The insured had been paid dividends, implying the policy was in force.
This would have led the insured to believe the policy was active, impacting the equitable
view.

**Doctrine:**
1. *Ambiguous Provisions against Drafter:* Ambiguous terms in an insurance policy should
be construed strictly against the insurer and liberally in favor of the insured.
2. *Effective When Premium Paid:* The start of effectivity is tied to the premium payment
provision unless in practice, equitable estoppel due to administrative actions counters this.

**Class Notes:**
1. Insurance Contract Interpretation:
– Ambiguity resolved against insurer.
– Policy conditions and terms determining force/effectiveness.
2. Civil Code Provisions:
– Article 1377: Interpretation of obscure words or stipulations in a contract shall not favor
the party who caused the obscurity.
3. Statutory Provisions:
– Commonwealth Act No. 186, as amended.
4. Equitable Estoppel in Insurance:
– Induced belief by actions (e.g., dividend payments).

**Historical Background:**
This  case  occurred  within  the  broader  context  of  post-colonial  legal  rebuilding  in  the
Philippines, where many Western legal principles were integrated into local jurisprudence.
The  decision  highlighted  the  evolving  nature  of  insurance  law,  adapting  doctrines  of
contract interpretation and equitable estoppel to reinforce consumer protections within the
burgeoning bureaucratic and legal frameworks of a developing nation.


