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Be it enacted by the National Assembly of the Philippines:

SECTION 1. The Teachers Retirement and Disability Fund as established by Act Numbered Thirty hundred and
fifty, as amended, is hereby liquidated as of November first, nineteen hundred and thirty-six, and the provisions of
said Act, as amended, are hereby declared inoperative as of November first, nineteen hundred and thirty-six.

SEC. 2. The Government Service Insurance Board constituted under the provisions of the Government Insurance
Act is hereby authorized and directed to effect forthwith the liquidation of the Teachers' Retirement and Disability
Fund so as to determine the actual net worth thereof on November first, nineteen hundred and thirty-six, taking
into account only all current liabilities up to said date. From and after November first, nineteen hundred and
thirty-six, the pensions payable from the said Fund shall continue in the same amounts as at present, only until
December thirty-first, nineteen hundred and thirty-six, and thereafter they shall be for the reduced amount as may
be fixed under the provisions of this Act.

SEC. 3. For the purpose of determining the reduced pensions that shall be payable from and after January first,
nineteen hundred and thirty-seven, from the Fund herein liquidated, the Government Service Insurance Board
shall first charge against the net worth of the Fund as determined according to section two hereof after deducting
therefrom the pensions payable until December thirty-first, nineteen hundred and thirty-six, the following:

- The payment to contributors to the said Fund who are till in the service of an amount equivalent to the full
amount contributed by them plus interest up to November first, nineteen hundred and thirty-six, at the rate of four
per centum per annum, compounded annually, together with the Government contributions, without interest,
corresponding thereto: Provided, however, That from the amount which such contributors are entitled to receive
hereunder, there shall be deducted, if they remain in the service, such amount as may be necessary to pay in
advance one year premium on the compulsory membership insurance corresponding to them under the provisions
of the Government Service Insurance Act: And provided, further, That any excess of said amount over and above
the premiums above stated, shall be paid to the contributor in cash, either in full or in installments to be
determined by the Board, and in the latter case all deferred payments shall earn interest at the rate of four per
centum per annum, compounded annually, but the same may be commuted and cashed in any financial institution
owned or controlled by the Government by dis? counting the principal thereof at a rate not to exceed one per
centum per annum.

- The payment to contributors to the said Fund who are already out of the service on account of retirement or to
their beneficiaries, in case of death, of an amount equivalent to the difference between the total pensions received
by them prior to November first, nineteen hundred and thirty-six, together with the reduced pensions to be

© 2026 batas.org - Philippine Bar Review & Law-School Companion Page 1 of 5
Turn this case into an audio lecture - facts, issues, ruling and doctrine - at batas.org



BATAS.org - Philippine Law Library Commonwealth Act No. 187, November 14, 1936

received by them hereunder, and” the total of their contributions up to said date, with interest at the rate of four
per centum per annum, compounded annually, together with the Government contribution corresponding thereto,
without interest, or the payment of the whole amount of such contributions (in case of resignation or death), if the
contributor is entitled to such refund under the provisions of the Teachers' Retirement and Disability Act, even
though no claim has been filed therefor: Provided, however, That the Government Service Insurance Board, after
considering the financial situation of the party concerned, shall determine whether such refund shall be paid in full
upon such liquir dation, or in installments to be fixed by said Board, and in the latter event, all deferred payments
shall earn interest at the rate of four per centum per annum compounded annually, but the same may be commuted
and cashed by any financia institution owned or controlled by the Government by discounting the principal
thereof at arate not to exceed one per centum per annum.

The balance of the net worth of the Fund after deducting the charges provided in the preceding paragraphs shall
constitute the Pension Reserve, which shall be entitled to proportionate earnings of the system. It shall form the
basis for the determination of the amount of the reduced pensions to be paid from and after January first, nineteen
hundred and thirty-seven: Provided, however, That if upon a referendum to be submitted by the Government
Service Insurance Board to al the beneficiaries of the said Fund on or before December fifteenth, nineteen
hundred and thirty-six, seventy-five per centum of the number of said beneficiaries should approve the
continuation of the pensions in their present amount for a period not exceeding one year, and the balance of said
Fund applicable to the payment of said pensions should still be sufficient therefor, the reduction of the pensions to
be received by the said beneficiaries may be deferred to such later date, not later than November first, nineteen
hundred and thirty-seven, and the pensions payable thereafter shall be subjected to reductions on account of such
deferment

Such reduced pensions shall be fixed at the same rate as the pensions heretofore in force less the following
percentages thereof for every calendar year a retired member has been receiving pensions up to December
thirty-first, nineteen hundred thirty-six:

- Two per centum for monthly pensions over one hundred pesos;
- One per centum for monthly pensions of thirty-one pesos to one hundred pesos;

- None for monthly pensions of thirty pesos or Jess, Provided, hoivever, That no retired member shall be paid
pensions for a period longer than twenty years from the date of his retirement except indigents in which case they
shall continue to receive after such period a monthly pension-not to exceed thirty pesos.

The dependents of aretired member who dies before the expiration of twenty years from the date of his retirement
shall continue to receive a pension under the same conditions and in the amount to be computed on the same basis
as in the case of dependents of members who died before the approval of this Act. The basis of the computation
shall be the original pension received by the deceased member before the reduction authorized in this Act, and the
amount of monthly pensions to those retired for disability shall not suffer any reduction: Provided, further, That
the payments of said pension shall not extend over a period of ten years and shall not be made to children over
eighteen years of age or to married children, or to aremarried surviving wife or husband, nor to parents under the
age of sixty years. If such reduced pensions should be such as to become less than thirty per centum of the
monthly salary on which the present pension ia based, the beneficiaries shall have the right to elect to the payment
of said pension either in one lump sum or in larger monthly pensions for reduced period, as may be computed by
the Board in accordance with Hunter's Semi-Tropical Table at the rate of four per centum which is hereby adopted
as the standard for such computation: Provided, further, That no pension shall be reduced to less than thirty pesos
per month if the Board shall find, upon investigation, that the beneficiary thereof is totally dependent for his
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maintenance upon the pension heretofore received from said Fund, it being expressly understood that such
reduced pensions to indigents shall be considered as of preferred nature over the others: Provided, further, That
the Board with the approval of the Secretary of Finance may, at any time, suspend or cancel the payment of any
pension whenever, after due investigation, it shall have found that the amount of pensions already received by the
retired teacher or employee or his beneficiaries is more than three times the amount of his contributions to the
fund plus four per cent interest per annum compounded annually and that the said retired teacher or employee or
his beneficiaries are not dependent upon their pensions for their maintenance; in case, however, that they are
indebted to the fund, on the security of their pensions receivable, the suspension or cancellation of the pensions
shall take effect only after said indebtedness has been fully satisfied by applying automatically said pensions in
full towards its liquidation: And provided, finally, That -any resolution or order of the Board shall be appealable
to the President of the Philippines.

SEC. 4. Every contributor to the Fund who is entitled -to retire under the provisions of the Teachers Retirement
and Disability Act, on or before November first, nineteen hundred and thirty-six, shall be entitled to the benefits
under section three (a) hereof plus a gratuity at the rate of two per centum of the average annual salary received
during the last three years of service preceding December thirty-first; nineteen hundred thirty-six for every year of
service up to the said date, payable under the same conditions as the refund of the contributions prescribed herein.

SEC. 5. If any beneficiary of the Teachers Retirement and Disability Fund at present receiving a pension
therefrom should desire to be reinstated in the service instead of receiving the reduced pension provided for in this
Act, the chief of the office, if the exigencies of the service so permit, shall give preferred consideration to such
reinstatement when filling vacancies corresponding to the position of said beneficiary upon retirement, likewise
giving due consideration to the record and respective qualifications of the applicants. The pension of any retired
member who is now receiving pensions as provided in this Act shall be suspended upon his reinstatement to
active service or when he is employed by the National, provincial, or municipal governments, the compensation
of which is equal to or more than the amount of his pension but if his compensation from such employment is less
than his pension, then he shall be paid the difference from the pension reserve.

SEC. 6. All the funds, properties and assets, and all personnel, facilities equipment, leases, contracts and other
obligations and instruments as well as all records, files, correspondence, and other papers belonging or
appurtenant to the Teachers' Retirement and Disability Fund as created and established by Act Numbered Thirty
hundred and fifty, as amended, are hereby transferred, for the purposes of liquidation as provided in this Act, to
the Government Service Insurance Board, which shall hereafter exercise full control and authority over the same.
The said Board is hereby authorized to promulgate the necessary rules and regulations for the accomplishment of
the purposes of this Act. Nothing herein contained shall be construed as taking away the power of the National
Loan and Investment Board to invest the funds belonging to the Teachers' Retirement and Disability Fund should
the Government Service Insurance Board elect to place in its hands the investment of said funds under such terms
and conditions as may be agreed upon by the two Boards.

SEC. 7. For the purpose of providing for the payment of reduced pensions and gratuities in section three of this
Act, the Treasurer of the Philippines is hereby authorized to transfer from time to time such amounts as may be
necessary not to exceed in the aggregate the sum of two million pesos to the Government Service Insurance
System which shall carry said amounts to the credit of the pension reserve created in section three hereof, and said
sums are hereby appropriated out of the funds of the Philippine Treasury not otherwise appropriated: Provided,
however, That the Board is hereby empowered to appropriate from the Teachers Retirement and Disability Fund
the necessary sum or sums to cover the expenditures, including salaries of personnel, it may incur incidental to its
functions under the provisions of this Act.
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The benefits mentioned in this Act shall not be subject to tax, levy or attachment.
SEC. 8. This Act shall take effect upon its approval.
Approved, November 14, 1936.
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