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EN BANC

[ G.R. No. 218721, July 10, 2018 ]

BINGA HYDROELECTRIC PLANT, INC., HEREIN REPRESENTED BY
ITS EXECUTIVE VICE-PRESIDENT, ERWIN T. TAN, PETITIONER,

VS. COMMISSION ON AUDIT AND NATIONAL POWER
CORPORATION, RESPONDENTS.

  
D E C I S I O N

JARDELEZA, J.:

This is a petition for review on certiorari[1] under Rule 64, in relation to Rule 65, of
the Rules of Court, assailing the Decision No. 2013-050[2] dated January 30, 2013
and the Resolution No. 2015-134[3] dated April 6, 2015 of the Commission on Audit
(COA), which denied petitioner's money claim in the amount of $5,000,000.00 and
P40,118,442.79.

In March 2003, the Binga Hydroelectric Plant, Inc. (BHEPI)[4] and the National
Power Corporation (NPC),[5] together with the Power Sector Assets and Liabilities
Management Corporation (PSALM),[6] entered into a Settlement Framework
Agreement (SFA)[7] for the complete resolution and settlement of all claims and
disputes between BHEPI and NPC in connection with the Rehabilitate-Operate-
Leaseback (ROL) Contract of the Binga Hydroelectric Power Plant located at
Tinongdan, Itogon, Benguet. The SFA pertinently provided that NPC shall pay BHEPI
an amount equivalent to $5,000,000.00. It was preconditioned on the complete
settlement of the unpaid claims of the subcontractors and employees of BHEPI in
the amount of $6,812,552.55 and upon their execution of absolute quitclaims and
waivers of rights and claims against the NPC.[8]

BHEPI and NPC also agreed that BHEPI would exert its best efforts to negotiate with
its subcontractors and employees to further reduce their claims on record. Any
savings to be generated from this reduction shall be equally shared between the
NPC and BHEPI.[9]

The SFA was endorsed by the Department of Justice (DOJ) and approved by the
Secretary of the Department of Energy (DOE). It was adopted in toto by the Boards
of the NPC and PSALM in their resolutions.[10]

In May 2005, due to the alleged failure of the NPC to comply with the conditions of
the SFA, BHEPI filed a case for specific performance with damages before the
Regional Trial Court (RTC) of Baguio City. BHEPJ demanded for the payment of
$5,000,000.00, plus $1,700,000.00 representing 50% of generated savings realized
from the reduction of the claims of its subcontractors and employees.[11] The RTC
dismissed the case, prompting BHEPI to appeal before the Court of Appeals (CA).



During the pendency of the appeal, BHEPI and NPC filed a joint motion to approve
compromise agreement.[12] Assisted by the Office of the Solicitor General (OSG),
the NPC agreed to pay BHEPI $5,000,000.00, representing complete settlement of
the unpaid claims of subcontractors/employees, and P40,118,442.79 as savings
realized from the reduction of the claims of subcontractors and employees, subject
to certain conditions.[13] The CA approved the Compromise Agreement[14] and,
accordingly, dismissed the appeal. An Entry of Judgment was subsequently issued.
[15]

BHEPI moved for the execution of the judgment of the CA before the RTC, but the
trial court noted that execution of money claims against the government including
government-owned and controlled corporations (GOCCs) should be lodged before
the COA.[16] Thus, BHEPI filed its petition[17] for money claim before the COA,
praying that the COA take cognizance of the CA's judgment award on the
Compromise Agreement.

In the assailed Decision, the COA denied BHEPI's money claim. The COA ruled that
the power to compromise claims is vested exclusively in the Commission or
Congress, pursuant to Section 20(1), Chapter IV, Subtitle B, Title I, Book V of
Executive Order (EO) No. 292, also known as the Administrative Code of 1987.
Thus, the Compromise Agreement not having been submitted to the COA for
approval, as required by law, is null and void.[18]

The COA also ruled that PSALM, an indispensable party, was not a signatory to the
Compromise Agreement. Even on the assumption that PSALM had assented to it,
the COA held that the Compromise Agreement must still be denied because it was
not supported with the necessary documents, and hence, the claim against the
NPC's liability to BHEPI was unsubstantiated, and its reasonableness cannot be
ascertained.[19]

BHEPI moved for reconsideration[20] of the COA Decision, but it was also denied via
a Resolution dated April 6, 2015.[21] The COA reiterated its holding that the power
to compromise a claim is vested in the Commission, the President or the Congress
as provided under Section 20(1), Chapter IV, Subtitle B, Title I, Book V of EO No.
292. As such, it is Congress, upon the recommendation of the Commission and the
President, which has the authority to compromise the claims of BHEPI against the
NPC. The COA explained that in the exercise of its jurisdiction under the Section, it
is mandated to confirm the veracity and validity of the claims of BHEPI before
recommending to Congress the approval of the compromise. Having done so, the
COA restated its earlier findings of the uncertainty of the reasonableness and
validity of the compromised claims of unnamed subcontractors and employees and
the alleged savings realized from the reduction of such unpaid claims in the absence
of substantial supporting documents, such as vouchers, invoices, receipts,
statement of accounts and other related papers within reach of accounting officers.
The COA likewise found BHEPI's claim to the "savings" in the amount of
P40,118,442.79 to be improper and highly doubtful.[22]

Accordingly, apart from denying BHEPI's motion for reconsideration, the COA also
recommended to Congress, through the President of the Philippines, the denial of
the claim embodied in the Compromise Agreement between BHEPI and the NPC.[23]



Hence, this petition which essentially raises the issue of whether the COA committed
grave abuse of discretion in denying the money claim. BHEPI argues in the main
that the Judgment on the Compromise Agreement[24] is already final and
immutable. Thus, the COA cannot anymore rule on the validity of the Compromise
Agreement, as well as on the veracity of the money claim. BHEPI stresses that the
Compromise Agreement, as approved by the OSG, was reached in good faith by the
parties after the liability of the NPC had been thoroughly evaluated as early as the
execution of the SFA. The SFA, in turn, had been reached by the parties, together
with PSALM, DOE, and DOJ. BHEPI claims that contrary to the COA's assertion that
the NPC's liability is unsubstantiated, evidence had been duly presented before the
courts when it filed its action for specific performance.[25]

We deny the petition.

At the outset, we agree with the COA that the petition was filed out of time.[26] The
petition is filed under Rule 64, in relation to Rule 65, of the Rules of Court. Section 3
of Rule 64 provides that the petition shall be filed within 30 days from notice of the
judgment or final order or resolution sought to be reviewed. The filing of a motion
for new trial or reconsideration of said judgment or final order or resolution, if
allowed under the procedural rules of the Commission concerned, shall interrupt this
period. If the motion is denied, the aggrieved party may file the petition within the
remaining period, but which shall not be less than five days in any event, reckoned
from notice of denial.

BHEPI received the Decision of the COA on March 5, 2013 and filed a motion for
reconsideration on March 20, 2013. The filing of this motion for reconsideration
interrupted the 30-day reglementary period, thus, giving BHEPI a remaining 15-day
period within which to file a petition for certiorari. Having received the notice of the
denial of its motion on June 11, 2015, BHEPI had until June 26, 2015 to file a
petition for certiorari. It, however, filed one only on July 8, 2015.[27]

We have said previously that the belated filing of a petition for certiorari under Rule
64 is fatal. Procedural rules should be treated with utmost respect and due regard
since they are designed to facilitate the adjudication of cases to remedy the
worsening problem of delay in the resolution of rival claims and in the administration
of justice. From time to time, however, we have recognized exceptions to the rules
but only for the most compelling reasons, where stubborn obedience to the rules
would defeat rather than serve the ends of justice. Every plea for a liberal
construction of the rules must at least be accompanied by an explanation of why the
party-litigant failed to comply with the rules and by a justification for the requested
liberal construction. Where strong considerations of substantive justice are manifest
in the petition, we may relax the strict application of the rules of procedure in the
exercise of its legal jurisdiction.[28]

Here, there is no compelling reason why we should relax the rules. BHEPI, for one,
did not advance any explanation in its petition as to why it failed to comply with
procedural rules. With the COA pointing out the matter in its comment, BHEPI then
invokes in its reply the relaxation of the strict application of procedural rules in the
interest of substantial justice, harping on the alleged grievous error of the COA in
overturning a final and executory decision of the CA. But as we will discuss shortly,



this is not an error on the part of the COA. More importantly, the petition lacks
merit.

To begin with, the COA is correct that the Compromise Agreement is null and void
because the power to compromise the claims in this case is lodged with Congress.

Both BHEPI and the NPC argue that the NPC, as a GOCC, has the power to
compromise claims under Section 36(2) of Presidential Decree (PD) No. 1445,[29] to
wit:

(2) The respective governing bodies of government -owned or
controlled corporations, and self-governing boards, commissions
or agencies of the government shall have the exclusive power to
compromise or release any similar claim or liability when
expressly authorized by their charters and if in their judgment, the
interest of their respective corporations or agencies so requires. When
the charters do not so provide, the power to compromise shall be
exercised by the Commission in accordance with the preceding
paragraph. (Emphasis supplied.)

 
The only requirement under the second paragraph is that the government agency be
authorized by its charter to compromise a particular claim. It does not state that the
COA must approve the same.

 

BHEPI contends that the NPC has the power and authority, through its Board, to
settle claims against it in furtherance of its interests for as long as the settlement is
not disadvantageous to the interests of the government. BHEPI points out that the
NPC, under its charter, has the power to sue and be sued. This means, therefore,
that it has the power to compromise claims.

 

The NPC, through the OSG, meanwhile, contends that even if its charter does not
expressly state that it has the power to compromise claims, such is inherent in its
mandated powers to do things as may be reasonably necessary to carry out its
business and purpose as enshrined in its charter.

 

BHEPI's and the NPC's arguments do not persuade. We have ruled in Strategic
Alliance Development Corporation v. Radstock Securities Limited,[30] that Section
36 of PD No. 1445, enacted on June 11, 1978, has been superseded by a later law -
Section 20(1), Chapter IV, Subtitle B, Title I, Book V of EO No. 292, which provides:

Sec. 20. Power to Compromise Claims. - (1) When the interest of the
Government so requires, the Commission may compromise or release in
whole or in part, any settled claim or liability to any government agency
not exceeding ten thousand pesos arising out of any matter or case
before it or within its jurisdiction, and with the written approval of the
President, it may likewise compromise or release any similar claim or
liability not exceeding one hundred thousand pesos. In case the claim
or liability exceeds one hundred thousand pesos, the application
for relief therefrom shall be submitted, through the Commission
and the President, with their recommendations, to the Congress x
x x. (Emphasis supplied.)

 



Under this provision, the authority to compromise a settled claim or liability
exceeding P100,000.00 involving a government agency is vested, not in the COA,
but exclusively in Congress. An agency of the Government refers to any of the
various units of the Government, including a department, bureau, office,
instrumentality, or government-owned or controlled corporation, or a local
government or a distinct unit therein.[31] Thus, the provision applies to all GOCCs,
with or without original charters. A GOCC cannot validly invoke its autonomy to
enter into a compromise agreement that is in violation of the above provision.[32]

In Strategic, we held that since the liabilities of Philippine National Construction
Corporation (PNCC), a GOCC, to Radstock amounted to more than P6 Billion,
Congress had the exclusive power to compromise the claim. Without congressional
approval, the Compromise Agreement between Radstock and PNCC is void for being
contrary to Section 20(1), Chapter IV, Subtitle B, Title I, Book V of EO No. 292. The
Court stressed that the case involving PNCC and Radstock was exactly what the law
seeks to prevent: a compromise agreement on a creditor's claim settled through
admission by a government agency without the approval of Congress for amounts
exceeding P100,000.00.[33]

Similarly in this case, the liabilities of the NPC in the amounts of $5,000,000.00 and
P40,118,442.79 far exceed P100,000.00 and consequently, in line with Section
20(1), Chapter IV, Subtitle B, Title I, Book V of EO No. 292, Congress alone has the
power to compromise the liabilities of the NPC. The participation of the COA, in
conjunction with the President, is merely to recommend whether to grant the
application for relief or not. In its Resolution denying the motion for reconsideration
of BHEPI, the COA did make a recommendation to Congress, which unfortunately for
BHEPI, was for the denial of the claim embodied in the Compromise Agreement. We
find that the COA did not gravely abuse its discretion in making such
recommendation, even if it went against a final and executory judgment of an
appellate court. Contrary to the arguments of BHEPI and the NPC, the finality of the
CA's judgment does not preclude the COA from ruling on the validity and veracity of
the claims. As already discussed, EO No. 292 and PD No. 1445 give the COA the
authority to do so, prescinding from its role to recommend the compromise of claims
before Congress. This is consistent with the general jurisdiction of the COA to
examine, audit, and settle all debts and claims of any sort due from or owing to the
Government or any of its subdivisions, agencies and instrumentalities.[34]

In the past, we have ruled that this authority and power can still be exercised by the
COA even if a court's decision in a case has already become final and executory. The
COA still retains its primary jurisdiction to adjudicate a claim even after the issuance
of a writ of execution.[35] We said that as a matter of fact, the claimant has to first
seek the COA's approval of the monetary claim, despite the rendition of a final and
executory judgment validating said money claim against an agency or
instrumentality of the Government.[36] Its filing with the COA is a condition sine qua
non before payment can be effected.[37] Concomitantly, the duty to examine, audit,
and settle claims means deciding whether to allow or disallow the same. This duty
involves more than the simple expedient of affirming or granting the claim on the
basis that it has already been validated by the courts. To limit it would render the
power and duty of the COA meaningless. This rationale also rings true with the
Compromise Agreement at hand, which again, as we have demonstrated, needs not


