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disbursement for violation of COA Circular No. 2006-001." Consequer]atly,
the approving/certifying officers who acted in bad faith or with malice &1~ | \
gross negligence are solidarily liable to return the net disallowed amoum -
All passive recipients, including the approving/certifying officers who o *
received the disallowed amounts that they have approved/certified, are ligble | = |
to return the amounts they have respectively received on the basis of soluti» | |
indebiti. 3 i '3

This is a Petition for Certiorari* under Rule 64 in relation to Rule 65 | I
of the Rules of Court assailing COA Decision No. 2017-115° dated April 26, |
2017. The COA affirmed the disallowance of payments of EME of]the |
officials of the National Transmission Corporation (TransCo) in the year | '

2010. 5 |
.

The Facts

TransCo is a GOCC created in June 2001 by virtue of Section 8 of |
Republic Act No. (RA) 9136," otherwise known as the Electric Power|
Industry Reform Act (EPIRA). It assumed the electrical transmission| ;
function of the National Power Corporation (NAPOCOR) and prevé;ntly j ]
operatess NAPOCOR’s nationwide electrical  transmission |and|

subtransmission system.’ : !
t

On various dates in 2010, TransCo paid its officials EME pursuant tir] .
RA 9970° or the General Appropriations Act of 2010 (GAA).” ; C ,'

' Guidelines on the Disbursement of Extraordinary and Miscellaneous Expenses and Other Simil 1r{

Expenses in Government-Owned and Controlled Corporations/Government Financial Institutions ard|

their Subsidiaries.
2 Rollo, pp. 3-14. .
* Id.at21-28. )
* An Act Ordaining Reforms in the Electric Power Industry, Amending for the Purpose Certain Laws and
for other Purposes.

> Section 8 of RA 9136 provides: | : i
SEC. 8. Creation of the National Transmission Company — There is hereby created a Nahonali . :

i
!
Transmission Corporation, hereinafler referred to as TRANSCO, which shall assume the electrical: - |
transmission function of the National Power Corporation (NPC), and have the powers and fupctlon& o l
hereinafter granted. . The TRANSCO shall assume the authority and responsibility. of NPC for the |
planning, construction and centralized operation and maintenance of its high voltage transmission i
facilities, including grid interconnections and ancillary services. : | ‘ !

i

[T]he transmission and subtransmission facilities of NPC and all other assets related to transr!nissionf i
operations, including the nationwide franchise of NPC for the operation of the transmission system and :[
the grid, shall be'transferred to the TRANSCO. L
5 An Act Appropriating Funds for the Operation of the Government of the Republic of the Philippiies
from January One to December Thirty-One, Two Thousand and Ten, and for Othér Purposes. f
7 Section 28 of RA 9970 provides: |
SECTION 28. Extraordinary and Miscellaneous Expenses. — Appropriations authorized hereir
may be used for extraordinary expenses of the following officials and those of equivalent ranks|as may
be determined by the DBM, not exceeding:

(a.) P220,000 for each Department Secretary;
(b.) P90,000 for each Department Undersecretary;
(c.) P50,000 for each Department Assistant Secretary; i
(d.) P38,000 for each head of bureau or organization of equivalent rank, and for each head of . f
Department Regional Office; |
(e.) P22,000 for each head of a Bureau Regional Office or organization of equivalent rank; and |
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Ruling of COA Proper

On April 26, 2017, the COA, upon automatic review, rendered
Decision No. 2017-115" with the dispositive portion as follows: ,

WHEREFORE, premises considered Commission on Audit
Corporate Government Sector Cluster 3 Decision No. 2014-16 dated
September 17, 2014 is hereby DISAPPROVED. Accordingly, Notice of .
Disallowance No. 11-58-(2010) dated June 1, 2011, on the payment of '
Extraordinary and Miscellaneous Expenses to officials of National
Transmission Corporation for the year 2010 in the total amount of
[P]1,841,165.44 is SUSTAINED."” (Emphasis in the original)

Citing Espinas v. Commission on Audit,* the COA held that a mere | |

certification will not suffice to support a claim for reimbursement of EME as; .

it is not a document evidencing disbursement under COA Circular No. 2006-

001. Tt clarified that TransCo cannot invoke COA Circular No. 89:300,
which allows the use of certifications in claiming for reimbursememz;
because said circular applies to NGAs. It further explained that “the;:
substantial distinction between officials of the NGAs and GOCCs lies in the
fund from which the EME is sourced. The EME of the GOCCs are allocatedé
by their own internal governing boards while the EME paid by the NGAs are
appropriated in the annual GAA duly enacted by Congress.”"” [
: }

Contrary to the Cluster Director’s Decision, the COA ruled that the:
absence of receipts or supporting documents evidencing disbursements of
the EME and the uniformity of the amounts paid to TransCo 0ff101als are
conclusive proof that the EME were paid on a commutable basPs h
dismissed TransCo’s claim of good faith because of its “disregard of th=
applicable law or rules.” Ultimately, it found TransCo officials who had
direct participation and/or authorized the payment of the EME sohdarllv

liable with the payees for the disallowed amount. 16 f |

TransCo moved for reconsideration but the same was demedl in a
Resolution dated January 23, 2018." {
|

On August 6, 2019, Commission Secretary Nilda B. Plaraé
(Commission Secretary Plaras) issued Notice of Finality of Decision (NFD)
No. 2019-281,"® pertinent portions of which read:

“ 1d. at 21-28.

B 1d. at 27.

731 Phil. 67 (2014).
" Rollo, p. 26.

' 1d. at 27.

" 1d. at 32.

" 1d.at 110-111.
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2. The absence of receipts or supporting documents evidencing
disbursements of EME and the uniformity of the amounts paid
to TransCo officials are conclusive proof that the EME were

paid on a commutable basis;**

3. The payees of the EME did not receive the payments in good
faith since as high ranking officials, they are expected tg be
knowledgeable of the laws, rules and regulations governing| the
grant of allowances and benefits such as EME.?

Issues

I. ,
Whether or not the COA acted with grave abuse of discretion in rulling’

that TransCo has the burden of proof to show that payments were not ﬂade =

on a commutable basis, as it alleged. |
:

IL. ,
Whether or not the COA acted with grave abuse of d1scret1on in
holding that the doctrine of good faith is inapplicable in this case. ;

The Court’s Ruling
The petition is partly meritorious.

TransCo has the burden of proof to
show  that it is entitled to
reimbursement of EME incurred by its

officials.

. Ll

COA Circular No. 2006-001 dated January 3, 2006 prescnbes the |
rules and regulations governing the disbursement of EME and other si ‘fular‘.
expenses to GOCCs/GFIs and their subsidiaries. It aims to regula’re theg '

incurrence of EME by the qualified officials of GOCCs/GFls and theit
subsidiaries and ensure the prevention or disallowance of 11'regula1‘,7
unnecessary, excessive, extravagant, or unconscionable expenditures or uses
of government funds.”® This breathes life to COA’s constitutional mandaté | .
as guardian of public funds, to promulgate accountmg and auditing rules and,

regulations in the exercise of its general audit power.”

* 1d. at 76.
¥ 1d. at 80.
% Ttem I of COA Circular No. 2006-001.
2 Section 2, Article IX (D) of the 1987 Constitution provides:
(2) The Commission shall have exclusive authority, subject to the limitations in this Article, tu
define the scope of its audit and examination, establish the techniques and methods required therefor,
and promulgate accounting and auditing rules and regulations, including those for the prevention and
disallowance of irregular, unnecessary, excessive, extravagant, or unconscionable expenditures, or uses
of government funds and properties.
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In this case, TransCo’s claim for reimbursement was not supporte

any receipt from its officials. The only document presented to substantia e
the reimbursement claim was a “certification.” Whether a certification| is a

sufficient document to support EME reimbursement has been squarely

settled in Espinas™ in this wise:

[TThe Court concurs with the CoA’s concluslon that the “certification”

submitted by petitioners cannot be properly considered as a supporting
document within the purview of Item III (3) of CoA Circular No. 2006-01
which pertinently states that a “claim for reimbursement of [EME]
expenses shall be supported by receipts and/or other documents
evidencing disbursements.” Similar to the word “receipts,” the “other
documents” pertained to under the above-stated provision is qualified by
the phrase “evidencing disbursements.” Citing its lexicographic definition,
the CoA stated that the term “disbursement” means “to pay out commonly
from a fund” or “to make payment in settlement of debt or account
payable.” That said, it then logically follows that petitioners'
“certification,” so as to fall under the phrase “other documents”
under Jtem I (3) of CoA Circular No. 2006-01, must substantiate the
“paving out of am account pavable,” or, in simple term, a
disbursement. However, an examination of the sample “certification”
attached to the petition does not, by any means, fit this description. The
signatory therein merely certifies that he/she has spent, within a particular
month, a certain amount for meetings, seminars, conferences, official
entertainment, public relations, and the like, and that the certified amount
is- within the ceiling authorized under the LWUA corporate budget.
Accordingly, since petitioners' reimbursement claims were solely
supported by this “certification,” the CoA properly disallowed said claims
for failure to comply with CoA Circular No. 2006-01. 30 (Emphasis and
underscoring supplied)

Clearly, a certification may or may not constitute an adequate pro
disbursement. To be admitted as a sufficient evidence of payment

d by

ofof
, the

[

certification presented by the GOCC must establish “the paying out of an
account payable,” or a disbursement. It must reflect the transaction «detail§

that are typlcally found in a receipt which is the best evidence of the fact of

payment.’’ TIt'must specify the nature and description of the expendi
amount of the expenses, and the date and place they were incurred.
interpretation holds true even with just a plain reading of Item III of'!

ures, - |
CCA-

Circular No. 2006-001, since the phrase “other documents” is qualified by

39

the phrase “evidencing disbursements.” A sweeping and general state

that expenditures were incurred by some officials within a certain month
does not, in any way, satisfy the condition contemplated in the circular.
icials
merely provided a simple declaration from each payee that “the expenses
have been incurred for any of the purposes contemplated under the law 1
regulation (GAA and COA Circular No. 89-300) in relation to or by risasokr;l‘ ‘

Unfortunately, in this case, the certifications submitted by TransCo off

** Supra note 14.

' 1d. at 78-79.
3N See Sugar Regulatory Administration v. Tormon, 700 Phil. 165, 173 (2012).

menf o
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In its petition, TransCo maintains that even if the payment of E
was contrary ‘to the existing COA rules and regulations, the recipj

ME
ents

thereof should not be held liable as they received the payments in good faith

and without knowledge of any irregularity surrounding its disbursement.

5

. 36 g
The recent case of Madera v. Commission on Audit™ lays down a'

clear set of rules on the refund of amounts disallowed by the COA for 4
and equitable outcome among persons liable for disallowances. The C
succinctly summarized the rules on the return of the disallowed amount
wit:

1. If a Notice of Disallowance is set aside by the Court, no return
shall be required from any of the persons held liable therein.

2. If a Notice of Disallowance is upheld, the rules on return are as
follows:
a. Approving and certifying officers who acted in good faith,

in regular performance of official functions, and with the
‘diligence of a good father of the family are not civilly liable
to return consistent with Section 38 of the Administrative
Code of 1987.

b. Approving and certifying officers who are clearly shown to
have acted in bad faith, malice, or gross negligence are,
‘pursuant to Section 43 of the Administrative Code of 1987,
solidarily liable to return only the net disallowed amount
which, as discussed herein, excludes amounts excused
under the following sections 2¢ and 2d.

c.  Recipients — whether approving or certifying officers or
mere passive recipients — are liable to return the
disallowed amounts respectively received by them, unless
they are able to show that the amounts they received were
genuinely given in consideration of services rendered.

d. The Court may likewise excuse the return of recipients
based on undue prejudice, social justice considerations, and
other hona fide exceptions as it may determine on a case to
case basis.”’ '

Good faith is essentially a state of mind at a fixed point in time

purports “honesty of intention, and freedom from knowledg? of -
circumstances which ought to put the holder upon inquiry; an honest .

just
ourt,
S, toz

i ;

that

intention to abstain from taking any unconscientious advantage of another;
even through technicalities of law, together with absence of all informatior.;
notice, or benefit or belief of facts which render transactic;tlj

unconscientious.”® Tt has been a valid defense of public officials against the - |

return of disallowed benefits or allowances based on the principle that public . -

officials are entitled to the presumption of good faith when discharging

3 Rollo, p. 9. ,

" G.R. No. 244128, September 8, 2020.

7 1d. .

* " Development Bank of the Philippines v. Commission on Audit, G.R. No. 221706, March 13, 20
SCRA 531, 550.

theit

y

8, 858

~
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GOCCs. After all, TransCo does not go beyond the amounts fixed by the! .

12 G.R. No. 244193

and miscellaneous expenses recognizes the need to grant
some form of assistance to officials occupying key
positions in the National Government to enable them to
meet various financial demands that otherwise would
not have been made on them. Verily, by reason of their
incumbency to these positions, they have to incur
expenses of the sort which are not normally charged to
or covered by their salaries and other emoluments.
These officials should thus be accorded as much
flexibility as possible in the utilization of the funds
involved, subject to limitations imposed by law.

“2. The amounts fixed by the General Appropriations
Act for the offices and officials indicated therein shall be
the basis for the control in the disbursement of these funds.

“3, No portion of the amounts authorized and fixed by
law shall be used for salaries, wages, allowances,
intelligence and confidential expenses which are covered
by separate appropriations.

“4, The entitlement to the benefit provided under the
General Appropriations Act shall be on a strictly non-
commutable or reimbursement basis. The corresponding
claim for reimbursement of such expenses shall be
supported by receipts and/or other documents evidencing
disbursement, if these are available, or, in lieu thereof, by
a certification executed bv the official concerned that
the expenses sought to be reimbursed have been
incurred for any of the purposes conternplated under
Section 19 and other related sectioms of RA 6688 (or
similar provision in subsequent General Appropriations
Act) in relation to or by reason of his position. In the
case of miscellaneous expenses incurred for an office
specified in the law, such certification shall be executed
solely by the head of the office.

18. While some of the foregoing provisions do not appear in
COA Circular No. 2006-001, TransCo does not see any reason why the
same rationale and auditing rules should not be extended and applied to

GAA for EME.

between national government -agencies and GOCCs insofar
disbursement of EME is concerned to justify the imposition of stricter

19.  TransCo believes that there is no substantial distinction: '

auditing rules against GOCCs.*?

Time and again, the Court has held that mistakes committec
public officer, are not actionable, absent a clear showing that h

as

b

| by a
e was

motivated by malice or gross negligence amounting to bad faith.* Bad faith
does not simply connote bad judgment or negligence. It purports breach ofa

known duty through some motive, interest or ill will that partakes 'of the
| ,

*21d. at 42-44. (Citations omitted)
3 Lumaynav. Commission on Audit, 616 Phil. 929, 945 (2009).

i
t
i
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{
never fail to take on their own pmperty In cases involving public
officials, there is gross negligence When a breach of duty is flagrant and
palpable

i
I

The approving/certifying Ofﬁcels did not patently disregard the
existing rules in granting EME reimbursement since in the past, TransCo has
consistently allowed the use of certification as a supporting dOCL‘ll‘nent
without a notice of disallowance havmg been issued against it. Before thé
Espinas ruling, they sincerely beheVLed that the submission of certificatiorss
substantially complied with the requirements of COA Circular No. 2006-001
in relation to COA Circular No. 89-300. There is not the slightest hint that
they intentionally and deliberately veered away from the plain meaning of
the phrase “other documents evideFlclng disbursements” in the auditiny
guidelines just to suit their own interests to the prejudice of the government.
On this score,.the COA committed g& ave abuse of discretion in ordetring all
approving/authorizing officers solidarily liable with the payees for the return
of the disallowed amount.

l

This is not to say, however that the government is left to endure the
significant fiscal impact of pr operly disallowed transactions. | | The
approving/certifying officers who a1e recipients of the disallowed amountﬁ
are liable to return the same pur suant to our pronouncement in Maa’era that

“recipients — whether approving or certifying officers or mere p(lasswe :

recipients — are liable to return the disallowed amounts respedtively
received by them, unless they alel able to show that the amountc* they
received were genuinely given in consideration of services rendered.”’> As
judiciously pointed out by Assoc1at{1ust1ce Alfredo Benjamin S. Cagmoa
the Court has returned to the basic premise that the responsibility to 1eturn is
a civil obligation to which fundameﬂtal civil law principles, such as unJust
enrichment and Soluz‘zo indebiti apply regardless of the good faith of
passive recipients.”’ The metam'orphosm of the rules goveérning
accountability for disallowances, especmlly payee liability for the afnount
actually received, strives to create a harmomous interplay of the prov131ono

of the Administrative Code, the pr1n01p1es of unjust enrichment and solutio

indebiti under the Civil Code, and the policy of social justice in d1sallowanc,e
cases. '

|

Finally, the rule that a payee shall be liable for the return of the
amount he/she unduly received is not absolute. The Court may excuse the
return of the disallowed amount received when: (1) it was genuinely given in
consideration of services rendered; (2) undue prejudice will result from
requiring the return; (3) social justice comes into play; or (4) the case calls
for humanitarian consideration. Since none of the exceptional mrcumstances
obtain in this case, We apply the general rule and hold all passive recipients,

including approving/certifying officers who were not clearly shown to have

7 1d. at 389, citing Brucal v. Desierto, 501 Phil. 453, 465-466 (2005).
jg Madera v. Commission on Audit, supra note 36.
’ 1d.
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