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LEONEN, J.:

This case involves the determination of whether the Bangko Sentral
ng Pilipinas and the Philippine National Bank are liable to the sugar /
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producers for the refund of excess payments under Republic Act No. 7202,'
or the Sugar Restitution Law.

These are two (2) Petitions? for Review on Certiorari assailing the
Court of Appeals May 29, 2013 Decision® and January 29, 2014 Resolution*
in CA-G.R. CV No. 02904. The Court of Appeals reversed and set aside the
November 17, 2008 Decision® of the Regional Trial Court in Civil Case No.
01-11591 for Sum of Money/Refund of Excess Payments. The Court of
Appeals ordered the Bangko Sentral ng Pilipinas and the Philippine National
Bank to pay Spouses Juanito and Victoria Ledesma (the Ledesma Spouses)
the amount of 353,529.67, to be taken from the sugar restitution fund upon
its establishment.®

The Ledesma Spouses stated in their Complaint that they were
farmers engaged in sugar farming in Negros Occidental, with sugar
productions from crop year 1974 to 1975 to crop year 1984 to 1985. Within
this period, they were among those who suffered losses in sugar farming
operations due to the actions of government-owned and controlled agencies.
Among these agencies were the Bangko Sentral ng Pilipinas and the
Philippine National Bank.’

The Ledesma Spouses obtained several crop loans from the Philippine
National Bank. After full payment of the loans, there was an excess
payment of $353,529.67, as admitted by the Philippine National Bank and as
certified by the Commission on Audit.® The Ledesma Spouses argued that
under Republic Act No. 7202, the Bangko Sentral ng Pilipinas and the
Presidential Commission on Good Government should compensate them for
their losses and refund the excess payment from the sugar restitution fund.’

After trial, the Regional Trial Court, in its November 17, 2008
Decision, ruled:

' An Act Authorizing the Restitution of Losses Suffered by Sugar Producers from Crop Year 1974-1975
To Crop Year 1984-1985 Due to The Actions of Government-Owned and Controlled Agencies.

2 Rollo (G.R. No. 211583), pp. 26-44 and rollo (G.R. No. 211176), pp. 9-25.

3 Rollo (G.R. No. 211583), pp. 7-18. The Decision was penned by Associate Justice Carmelita

Salandanan-Manahan and concurred in by Associate Justices Ramon Paul L. Hernando (now a member

of this Court) and Ma. Luisa C. Quijano-Padilla of the Twentieth Division, Court of Appeals, Cebu

City.

Id. at 20-21. The Resolution was penned by Associate Justice Carmelita Salandanan-Manahan and

concurred in by Associate Justices Ramon Paul L. Hernando (now a member of this Court) and Ma.

Luisa C. Quijano-Padilla of the Former Twentieth Division, Court of Appeals, Cebu City.

Id. at 101-114. The Decision was penned by Judge George S. Patriarca of Branch 46, Regional Trial

Court, Bacolod City.

Id. at 18.

Id. at 8.

Id.

Id. at 8-9.
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WHEREFORE, the Complaint is hereby DISMISSED for reason
of prematurity and/or lack of cause of action against the herein defendants
Bangko Sentral ng Pilipinas (BSP) and Philippine National Bank (PNB).
This Judgment is, however, without prejudice to its (Complaint) refiling
by the plaintiffs once the Sugar Restitution Fund under R.A. No. 7202 or
any fund for that purpose is already set up and ready for distribution.

The counterclaims interposed by defendants Bangko Sentral Ng
Pilipinas (BSP) and the Philippine National Bank (PNB) are dismissed for
lack of proof and basis.

SO ORDERED.!?

On Appeal, the Court of Appeals found the Ledesma Spouses’ case
meritorious. It held that there is no dispute as to the Ledesma Spouses’
inclusion in the coverage of Republic Act No. 7202, “which was enacted to
restitute the losses suffered by sugar producers due to actions taken by
government agencies in order to revive the economy in the sugar-producing
areas of the country.”!!

The Court of Appeals found that the Ledesma Spouses filed their
claim in accordance with the law’s implementing rules and regulations.
Both the Bangko Sentral ng Pilipinas and the Philippine National Bank
recognized the rights of the Ledesma Spouses to the benefits of the law.!?

The Court of Appeals noted that the excess payment of $353,529.67
resulted from the Philippine National Bank’s re-computation, as certified by
the Commission on Audit under Section 3 of Republic Act No. 7202.13

10 1d. at 114.

11" Rollo (G.R. No. 211176), p. 32.

7 1d.

3 1d. Rep. Act No. 7202 (1992), sec. 3 provides:

SECTION 3. The Philippine National Bank and Republic Planters Bank, the Development Bank
of the Philippines and other government-owned and controlled financial institutions which have
granted loans to the sugar producers shall extend to accounts of said sugar producers incurred from
Crop Year 1974—1975 up to and including Crop Year 1984—1985 the following:

(a) Condonation of interest charged by the banks in excess of twelve percent (12%) per annum and
all penalties and surcharges].]

See also Chapter 3, Section 6 of the Rules and Regulations Implementing Rep. Act No. 7202 (1993),
which provides:

SECTION 6. E.O. 31, as amended by E.O. 114 provides as follows:

SECTION 1. The Philippine National Bank, the Republic Planters Bank, the
Development Bank of the Philippines, and other government-owned and-controlled financial
institutions shall, individually or collectively, immediately formulate and implement a
comprehensive program for the immediate write off from their respective books of interest in
excess of twelve per cent (12%) per annum and all penalties and surcharges due from sugar
producers on account of loan obligations they incurred from Crop Year 1974-1975 up to and
including Crop Year 1984-1985.

The said financial institutions shall coordinate with sugar producers concerned to
facilitate the recomputation of their loan obligations, which shall be payable in accordance
with the schedule prescribed under Section 3 (b) of Republic Act No. 7202.

SECTION 2. In cases, however, where sugar producers have no outstanding loan balance
with said financial institutions as of the date of effectivity of RA No. 7202 (i.e. sugar
producers who have fully paid their loans either through actual payment or foreclosure of
collateral, or who have partially paid their loans and after the recomputation of the interest
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The Court of Appeals held that as the lending bank, the Philippine
National Bank could not deny its obligation to the Ledesma Spouses since
Republic Act No. 7202 mandates its obligation to condone interest in excess
of 12% per annum, including all penalties and surcharges, and to give effect
to the condonation.'*

Likewise, the Court of Appeals noted that the Bangko Sentral ng
Pilipinas was tasked to promulgate rules and regulations for the law’s
adequate implementation.'””>  Section 10 of the Rules and Regulations
Implementing Republic Act No. 7202 provides:

SECTION 10. The BSP shall arrange with the PCGG, its
successors-in-interest, or any other agency which may have recovered ill-
gotten wealth from whatever sources, or any assets and/or funds which
may have been determined to have been stolen or illegally acquired,
directly or indirectly, from the sugar industry to deliver or transfer such
recovered assets, funds, and/or interest earned or other increments thereto.
All further recoveries by aforementioned agencies, which assets, funds,
and/or ill-gotten wealth recovered shall be delivered by the recovering
agency to the BSP as soon as may be possible but not later than sixty (60)
calendar days. The BSP and the PCGG shall work out the details for the
transfer of such funds/recoveries.

The Court of Appeals did acknowledge that the Bangko Sentral ng
Pilipinas and the Philippine National Bank’s liability to pay the Ledesma
Spouses depends on the establishment of the sugar restitution fund under
Republic Act No. 7202.'® Section 11 of its Implementing Rules and
Regulations provides how the sugar restitution fund shall be established:

SECTION 11. All assets, funds, and/or ill-gotten wealth turned
over to the BSP pursuant hereto shall constitute the Sugar Restitution

charges, they end up with excess payment to said financial institutions), said producers shall

be entitled to the benefits of recomputation in accordance with Sections 3 and 4 of RA No.

7202, but the said financial institutions, instead of refunding the interest in excess of twelve

(12%) per cent per annum, interests, penalties and surcharges, apply the excess payment as an

offset and/or as payment for the producers' outstanding loan obligations. Applications of

restructuring banks under Section 6 of RA No. 7202 shall be filed with the Central Monetary

Authority of the Philippines within one (1) year from application of excess payment.

SECTION 3. The respective Presidents or their equivalent of the said financial
institutions shall be responsible for carrying out the provisions of this Order. They shall
submit to the Executive Secretary, as soon as practicable, a compliance report, which shall
include a summary of the action taken pursuant to this Order. . .

In accordance with the abovementioned provisions, all sugar producers shall file with the lending

banks their applications for condonation and restructuring.

Pursuant to Section 5 of R.A. 7202, accounts of sugar producers pertaining to Crop Year 1974-

1975 up to and including Crop year 1984-1985 with banks under liquidation or receivership by the

Central Bank shall likewise be covered by the abovestated provisions.

4 1d. at 34-35.
5 1d. at 35. Rep. Act No. 7202 (1992), sec. 9 provides:

SECTION 9. Such other rules and regulations that may be necessary for the adequate
implementation of this Act should be promulgated by the Central Bank of the Philippines within sixty
(60) days from the effectivity of this Act.

6 1d.
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Fund from which restitution shall be affected by the BSP pursuant to
Section 2 of the Act. Such Fund shall be held in trust by the BSP for the
sugar producers pending distribution thereof. The BSP shall take all
necessary steps, consistent with its responsibility as Trustee to preserve
and maintain the value of all such recovered assets, funds, and/or ill-gotten
wealth.

The Court of Appeals held that it was clear that until the sugar
restitution fund is established, payment to the Ledesma Spouses and other
sugar producers under Republic Act No. 7202 would “have to be held in
abeyance.”!’

The Court of Appeals noted that based on an April 11, 2002
Certification issued by the then Deputy Governor of the Bangko Sentral ng
Pilipinas and the Ad Hoc Committee Chair on the Sugar Restitution Law, the
Presidential Commission on Good Government, along with all other
government agencies, have not made any funds available for the Bangko
Sentral ng Pilipinas to pay the sugar producers’ claims.!8

The Presidential Commission on Good Government, in an April 11,
2002 Letter, certified that it had not made any fund or asset available to the
Bangko Sentral ng Pilipinas for the sugar restitution fund. It stated that all
recoveries it had made were remitted to the agrarian reform fund under the
Comprehensive Agrarian Reform Law.!

According to the Court of Appeals, it was indeed lamentable that after
more than two (2) decades after Republic Act No. 7202 was enacted, the
Ledesma Spouses and thousands of other sugar producers still could not reap
the law’s benefits. Nevertheless, there is no other recourse but to await the
establishment of the sugar restitution fund.?’

The dispositive portion of the Court of Appeals Decision read:

WHEREFORE, the appeal is GRANTED. The November 17,
2008 Decision of the RTC Branch 46, Bacolod City is REVERSED AND
SET ASIDE and a new one entered ORDERING defendants-appellees to
pay plaintiffs-appellants the sum of P353,529.67 with interest at the legal
rate from November 26, 2001 to be taken from the Sugar Restitution Fund
once duly established.

SO ORDERED.?!

17 1d. at 36.

% 1d.

9 1d.

20 1d. at 36-37.
21 1d. at 37.
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The Bangko Sentral ng Pilipinas and the Philippine National Bank
separately filed Motions for Reconsideration, both of which were denied by
the Court of Appeals.??

Hence, they filed separate Petitions for Review on Certiorari before
this Court.

In its Petition, docketed as G.R. No. 211176, before this Court,
petitioner Bangko Sentral ng Pilipinas argues that the Court of Appeals
rendered a conditional judgment, contrary to law and jurisprudence.?

Petitioner Bangko Sentral ng Pilipinas contends that the Court of
Appeals’ judgment created a bad precedent. It opened the floodgate to any
party to file cases based on speculation and conditional facts, not necessarily
akin to the case of respondents, the Ledesma Spouses.?*

Petitioner Bangko Sentral ng Pilipinas further argues that it is not
mandated by Republic Act No. 7202 and the law’s Implementing Rules and
Regulations to pay the sugar producers’ claims with its own funds. Rather, it
is tasked to promulgate the law’s implementing rules and regulations.?

The law and its implementing rules and regulations provide that the
funds for sugar producers’ compensation shall not come from petitioner
Bangko Sentral ng Pilipinas, but from the money recovered and determined
by the government to have been stolen or illegally acquired from the sugar
industry.2¢

Hence, petitioner Bangko Sentral ng Pilipinas claims that it is merely a
trustee of the sugar restitution fund. Since no funds have been turned over to
it for that purpose, its obligation as trustee could not even be considered to
have commenced.?’

Petitioner Bangko Sentral ng Pilipinas quotes in its Petition how trust
is defined: “a fiduciary relationship concerning property which obliges the
person holding it to deal with the property for the benefit of another.”?® It
states that without a trust property, no trust is created.?’

2 1d. at 38-39.

2 1d.at9,

2 1d. at 17-20.

3 1d.

26 1d,

27 1d.

z: Id. at 19 citing IV, EDGARDO L. PARAS, C1ViL, CODE OF THE PHILIPPINES ANNOTATED (16" ed., 2008).
Id.
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Petitioner Bangko Sentral ng Pilipinas argues that the Complaint had
no cause of action against it. Thus, the decision of the trial court, which
found the case premature, should be reinstated.*°

In its Petition docketed as G.R. No. 211583, petitioner Philippine
National Bank argues that Republic Act No. 7202 does not mandate it to
compensate “respondents from a ‘fund’ specifically held ‘in trust’ by another
independent entity.”!

Petitioner Philippine National Bank asserts that it has no jurisdiction
and control over the sugar restitution fund. It is not the agency mandated by
law to implement the restitution and/or distribution of the sugar producers’
compensation.’?

Petitioner Philippine National Bank points out that Republic Act No.
7202 and its Implementing Rules and Regulations provide that all claims
shall be filed with the Bangko Sentral ng Pilipinas, as the government
agency exclusively named and directed by the statute to effect the restitution
to sugar producers.*’

Petitioner Philippine National Bank argues that lending banks are not
mandated to compensate sugar producers who are qualified for restitution.
This duty lies solely with the Bangko Sentral ng Pilipinas upon the
establishment of the sugar restitution fund.?*

Petitioner Philippine National Bank asserts that in statutory
construction, “when the law is clear and unambiguous, the court is left with
no alternative but to apply the same according to its clear language.” Thus,
“[w]here a requirement or condition is made in explicit and unambiguous
terms, no discretion is left to the judiciary. It must see to it that its mandate
is obeyed.”3¢

Petitioner Philippine National Bank further argues that respondents
have no cause of action against it, for it has neither committed an act or
omission in violation of their rights nor breached whatever obligation it has
toward them.?’

3 Id. at 17-20.

3 Rollo (G.R. No. 211583), p. 27.

32 Id.at27.

3 Id. at 34,

¥ 1d. at 27.

S (<

3 1d. citing Security Bank and Trust Company v. Regional Trial Court of Makati, Branch 61, 331 Phil.
787 (1996) [Per J. Hermosisima, Jr., First Division].

37 1d. at 39.
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Petitioner Philippine National Bank claims that it has complied with
its obligation to issue a statement of excess payment in favor of respondents
as a requisite for reimbursement. Unfortunately, that is the extent of its
responsibility. The law does not compel it to demand respondents’ claims
from the Bangko Sentral ng Pilipinas, or to even facilitate the process.
Further, it is unauthorized to withdraw any amount from the sugar restitution
fund to satisfy respondents’ claims.*®

The only issue for this Court’s resolution is whether or not the Court
of Appeals erred in holding petitioners Bangko Sentral ng Pilipinas and
Philippine National Bank liable for the refund of excess payments to sugar
producers covered by Republic Act No. 7202.

The Petitions are meritorious.

Respondents base their claim on Section 2 of Republic Act No. 7202,
which provides:

SECTION 2. Whatever amount recovered by the Government
through the Presidential Commission on Good Government or any other
agency or from any other source and whatever assets or funds that may be
recovered, or already recovered, which have been determined to have been
stolen or illegally acquired from the sugar industry shall be used to
compensate all sugar producers from Crop Year 1974-1975 up to and
including Crop Year 1984—1985 on a pro rata basis.

Moreover, Sections 2(r) and 11 of the Rules and Regulations
Implementing Republic Act No. 7202 state:

SECTION 2.  Definitions of Terms. — As used in these
Implementing Rules and Regulations, the following terms shall have their
respective meanings as set forth below:

r. SUGAR RESTITUTION FUND shall refer to the ill-
gotten wealth recovered by the Government through the
PCGG or any other agency or from any other source
within the Philippines or abroad, and whatever assets or
funds that may be recovered, or already recovered,
which have been determined by PCGG or any other
competent agency of the Government to have been
stolen or illegally acquired from the sugar industry
whether such recovery be the result of a judicial
proceeding or by a compromise agreement.

% 1d. at 40.
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SECTION 11. All assets, funds, and/or ill-gotten wealth turned
over to the BSP pursuant hereto shall constitute the Sugar Restitution
Fund from which restitution shall be affected by the BSP pursuant to
Section 2 of the Act. Such Fund shall be held in trust by the BSP for the
sugar producers pending distribution thereof. The BSP shall take all
necessary steps, consistent with its responsibility as Trustee to preserve
and maintain the value of all such recovered assets, funds, and/or ill-gotten
wealth. (Emphasis supplied)

The Court of Appeals erred in ruling that petitioner Bangko Sentral ng
Pilipinas is mandated to pay the sugar producers. The money to be used to
compensate these sugar producers should come from the sugar restitution
fund. Without the fund, there is no restitution to speak of at all.

Petitioner Bangko Sentral ng Pilipinas cannot effect the restitution
since neither the Presidential Commission on Good Government nor other
government agencies have turned over funds to it for the sugar producers’
compensation.

The trial court was correct in ruling, “[t]hat there is no Sugar
Restitution Fund even up to this time is not the fault of the herein
defendants. Indeed[,] one cannot give what he does not have.”*

Likewise, petitioner Philippine National Bank is not beholden to
respondents.

All claims for restitution shall be filed with the Bangko Sentral ng
Pilipinas. Section 12 of the Rules and Regulations Implementing Republic
Act No. 7202 provides:

SECTION 12. The Restitution Fund shall be distributed in
accordance with these guidelines:

a. Within one hundred eighty (180) calendar days from
the effectivity of these Implementing Rules sugar
producers shall file their claims for restitution of sugar
losses with the BSP. The BSP in the implementation of
these rules may request the assistance/advise from
representatives of the GFIs, sugar producers, PCGG
and other government agencies. Claims received
during the period shall be the basis for the pro-rata
distribution.

3 Rollo (G.R. No. 211583), p. 114.
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b. The BSP, shall, upon receipt of the application for
reimbursement of excess payments, request from
lending banks (a) statement of excess payments of
claimant-sugar producer duly audited and certified to
by the Commission on Audit (COA) indicating the
amount of excess interest, penalties and surcharges due
the sugar producer; and (b) a certification that the sugar
producer has no outstanding loans with the bank.

In cases where the loan records which will serve as the
basis for computing the excess payments of the sugar
producer are no longer available, the lending bank shall
immediately notify the BSP. The BSP shall then direct
the claimant sugar producer to submit documents in his
possession which are acceptable to COA to substantiate
his claim. Such documents shall be submitted by the
sugar producer to the lending bank within sixty (60)
calendar days from receipt of notification from the
BSP. (Emphasis supplied)

Petitioner Philippine National Bank’s role was merely that of a
lending bank. Under Republic Act No. 7202 and its Implementing Rules
and Regulations, lending banks are not obligated to compensate sugar
producers for their losses. Restitution falls under the Bangko Sentral ng
Pilipinas, upon the establishment of a sugar restitution fund.

There is no dispute that respondents are covered under Republic Act
No. 7202. While this Court recognizes the plight of the thousands of sugar
producers and their right as beneficiaries, there is, sadly, no fund from where
the money should come.

This Court agrees with the trial court that the Complaint states no
cause of action against petitioners. A cause of action is “the delict or
wrongful act or omission committed by the defendant in violation of the
primary rights of the plaintiff,”4°

The elements of a cause of action are:

(1) [T]he existence of a legal right in the plaintiff, (2) a correlative legal
duty on the part of the defendant, and (3) an act or omission of the
defendant in violation of plaintiff's right with consequential injury or
damage to the plaintiff for which he may maintain an action for the
recovery of damages or other appropriate relief.*! (Citation omitted)

0" Joseph v. Hon. Bautista, 252 Phil. 560, 564 (1989) [Per J. Regalado, Second Division].
"t Development Bank of the Philippines v. Judge Pundogar, 291-A Phil. 128, 155 (1993) [Per J. Romero,
En Banc].

/



Decision 11 G.R. Nos. 211176 and 211583

Here, the second and third elements are lacking. Without the sugar
restitution fund, petitioners have no correlative legal duty to compensate
respondents for their losses. They committed neither a delict nor a wrongful
act or omission in violation of respondents’ rights.

Petitioner Philippine National Bank has not violated any of its
obligations toward respondents since it was never tasked by the law to
refund the claim for excess payments. As a private banking institution and
as a publicly listed company, it has no jurisdiction, control, or relation to the
sugar restitution fund.

Thus, the Court of Appeals Decision and Resolution are contrary to
law and jurisprudence. In Cu Unjieng E Hijos v. Mabalacat Sugar
Company, et al.:**

We have once held that orders or judgments of this kind, subject to the
performance of a condition precedent, are not final until the condition is
performed. Before the condition is performed or the contingency has
happened, the judgment is not effective and is not capable of execution. In
truth, such judgment contains no disposition at all and is a mere
anticipated statement of what the court shall do in the future when a
particular event should happen. For this reason, as a general rule,
Jjudgments of such kind, conditioned upon a contingency, are held to be
null and void. “A judgment must be definitive. By this is meant that the
decision itself must purport to decide finally the rights of the parties upon
the issue submitted, by specifically denying or granting the remedy sought
by the action.” And when a definitive judgment cannot thus be rendered
because it depends upon a contingency, the proper procedure is to render
no judgment at all and defer the same until the contingency has passed.*
(Emphasis supplied, citations omitted)

WHEREFORE, the Petitions for Review on Certiorari are
GRANTED. The Court of Appeals May 29, 2013 Decision and January 29,
2014 Resolution in CA-G.R. CV No. 02904 are REVERSED AND SET
ASIDE. The November 17, 2008 Decision of the Regional Trial Court
Branch 46, Bacolod City in Civil Case No. 01-11591 for Sum of
Money/Refund of Excess Payments is AFFIRMED.

SO ORDERED.

(
= 7 MARVICWML.V.F. LEONE

7 Associate Justice

4270 Phil. 380 (1940) [Per J. Moran, Second Division].
4 1d. at 384,
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WE CONCUR:
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