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DECISION

LEONEN, J.:

Mere disadvantage to the government is not sufficient to establish
probable cause for violation of Section 3(g) of Republic Act No. 3019. The
Court will not substitute its discretion when sound business judgment was
employed in the negotiation of a government contract that is not manifestly
and grossly disadvantageous to its interest.

This Court resolves the consolidated Petitions for Certiorari' filed by
Margarito B. Teves (Teves), then secretary of finance and ex-officio
chairperson of Land Bank of the Philippines (Land Bank),? and its board of
directors, namely Gilda E. Pico (Pico), Cyril C. Del Callar (Del Callar), Albert
C. Balingit (Balingit), and George J. Regalado (Regalado), Land Bank Vice
President Carel D. Halog (Halog), and First Vice President Roberto S.
Vergara (Vergara), assailing the Ombudsman Resolution and Omnibus Order’
finding probable cause for violation of Section 3(g) of Republic Act No. 3019.

On March 2, 2007, the Privatization Management Office of the
Department of Finance offered Land Bank to participate in its block sale of
Meralco shareholdings of government entities amounting to 29% of its
outstanding shares. The proposed block sale is to enhance the value for the
shares where the Privatization Management Office will act as the disposition
entity.* On March 13, 2007, Vergara sought the approval of the Board to join
the block sale.” The Board agreed to join on March 16, 2007.° @

' Rollo (G.R. No. 237558), pp. 3-93; Rollo (G.R. No. 238138), pp. 3-59; Rollo (G.R. No. 238133), pp.
3-55.
“Landbank™ in some parts of the roflo.
Rollo (G.R. No. 237558), pp. 94-124-A: Rollo (G.R. No. 238133), pp. 56-82. The QOctober 21, 2015
Resolution and February 24, 20170mnibus Order of the Ombudsman was signed by Blesilda T. Quano,
Lorenzo G. Vergara, and Joaquin F. Salazar, and approved by Ombudsman Conchita Carpio Morales.

1 Rollo (G.R. No. 237558), p. 191.

S Idoat 192,

“Id at 193,
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directors for violation of Section 3(e) and (g) of Republic Act No. 3019 or
the Anti-Graft and Corrupt Practices Act.

The Field Investigation Office alleged that Teves et al. gave
unwarranted benefits to Global 5000 in executing the Share Purchase
Agreement without undergoing public bidding. It added that they engaged in
an unsecured transaction of more than PHP 4.193 billion government assets
without conducting due diligence on the identity of the buyer and its capacity
to pay for such a transaction. The Field Investigation Office alleged that
Global 5000°’s capitalization of PHP 62.5 million is only 17.67% of the total
obligation and thus, it does not have sufficient capitalization to even secure
the 20% down payment, nor does it have a track record, having only been in
existence for 10 months. The Field Investigation Office asserted that Teves
ct. al gave Global 5000 excessive benefits by “extending the period within
which it may tender its 20% down payment from 15 to 30 days, and gave it
rights to receive all dividends and to vote upon tender of down payment.”"”

In an October 21, 2015 Resolution, the Office of the Ombudsman found
probable cause'® for violation of Section 3(g) of Republic Act No. 3019 but
dismissed the charge for violation of Section 3(e). The Ombudsman directed
that an information be filed against Teves et al. and the Global 5000 board of
directors.

The dispositive portion of the Resolution reads:

WHEREFORE, finding probable cause, it 1s respectfully
recommended that respondents GILDA E. P1ICO, ROBERTO S.
VERGARA, CAREL D. HALOG, MARGARITO B. TEVES,
MARIANITO D. ROQUE, MA. PATRICIA RUALO-BELLO,
EDUARDO N. NOLASCO, ALBERT C. BALINGIT, GEORGE .
REGALADO and CYRIL C. DEL CALLAR be indicted for violation of
Section 3(g) of Republic Act No. 3019. Let the corresponding Information
against them be filed with the appropriate court.

It 1s respectfully recommended that the charge for violation of
Section 3(e) of R.A. No. 3019 against GILDA E. PICO, ROBERTO S.
VERGARA, CAREL D. HALOG, MARGARITO B. TEVES,
MARIANITO D. ROQUE, MA., PATRICIA RUALO-BELLO,
EDUARDO N. NOLASCO, ALBERT C. BALINGIT, GEORGE J.
REGALADO, CYRIL C. DEL CALLAR, INIGO M. ZOBEL,
ROBERTO V. ONGPIN, JOSELITO CAMPOS, JR.,, CARMELO
EDEN P. LAGAO and RHOGEL S. GANDINGAN be dismissed for lack
of probable cause.

The complaint against respondent OMBRE S. HAMSIRANTI is
dismissed on account of his death.

7 id ar97.
B Id, at 94-124.
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On May 17, 2021, petitioner Teves filed a Compliance,* attaching his
Reply.*

In G.R. No. 237558, petitioner Teves claims that he was not the one
who contracted with Global 5000. He further claims that as the ex officio
chairperson of Land Bank in his capacity as finance secretary, he relied in
good faith on the recommendations and representations of the Land Bank
management and officers when they requested for authority to negotiate and
enter into a contract for the sale of the Meralco shares.*°

Petitioner Teves also asserts that the Share Purchase Agreement was
not proven to be grossly and manifestly disadvantageous to the government,
and that the Office of the Ombudsman merely presented speculations and
vague platitudes to support its claim.*’

He cites DOJ Opinion No. 86, series of 2012 to prove that contrary to
the Office of the Ombudsman’s position, the Share Purchase Agreement was
not grossly disadvantageous to the government. Part of the Opinion reads:

[t must be remembered that the contract was entered into in
December 2008 where the prevailing market price of the shares of stock is
valued at P57.00 per share. The SPA provided for a purchase price of
P90.00 per share which is considerably much higher than the prevailing
market price of P57.00 per share. Had the transaction been pursued as
scheduled, it cannot be denied that the government would certainly be
earning P33.00 per share from the proceeds of the sale. Also, it must be
borne in mind that the implementation of the SPA was deferred due to acts
and incidents not attributable to the contracting parties.

The foregoing clearly shows that, when the contract was perfected,
the supposed cause or consideration (which is actual trading price at that
time plus premium of P33.00) of the SPA provides benefits to the
government in terms of income, thus, it cannot be said that the terms of the
government is manifestly and grossly disadvantageous to the government.*®

Petitioner Teves emphasizes that the sale of Meralco shares to Global
5000 was never consummated and that the shares remained with Land Bank.*
He contends that the Arias doctrine applies to him as he merely relied in good
faith on the recommendations of the Land Bank management and its officers.
They were in charge of the operation of the bank and are the experts therein,

Mg at512-524,

¥ Id at 525-544,

% Rollo (G.R. No. 237558). p. 75.
Votd oar76-77.

B gl ar 77,

¥ il ar 78.
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and thus, he had no reason to believe that they were unreliable or
incompetent.’

He maintains that the proceedings before the Office of the Ombudsman
should have been held in abeyance on the ground of prejudicial question while
Global 5000°s complaint for specific performance against Land Bank was still
being heard. The issue of whether the Share Purchase Agreement was grossly
disadvantageous to the government is one of the grounds being invoked to
nullify the contract. Thus, its resolution is relevant in the Ombudsman
proceedings.”’

Meanwhile, in G.R. No. 238138, petitioners Pico and Halog assert that
they faithfully complied with the high degree of diligence required of them as
bank officials and public officers.™

They point to the automatic rescission and forfeiture clause in the Share
Purchase Agreement as proof that Land Bank’s interest was always
adequately protected.” They contend that it validly exercised its management
prerogative in negotiating the terms of the contract as the pricing of the shares
of stocks is a highly specialized field that is best left with Land Bank’s
management. They claim that the Office of the Ombudsman has no expertise
on these matters and it gravely abused its discretion in substituting its own
judgment.’

Petitioners Pico and Halog also argue that the Ombudsman
misappreciated the facts because it should compare the fixed interest rate with
the prevailing rate at the time of the sale with a 58% premium on the sale of
the shares of stock. Moreover, the 7% fixed interest rate accounts for the time
value of the money based on the Philippine Dealing System Treasury
Reference Rates of the Bangko Sentral ng Pilipinas. Since they did not
demand a lower interest rate than what 1s mandated, the board of directors of
Land Bank exercised good judgment.”> They contend that the payment of
dividends on Land Bank’s share is contingent on the existence of unrestricted
retained earnings of Meralco and is not always assured. However, the 7%
fixed term interest is a definite obligation which Global 5000 must give to
Land Bank, thus, it is not manifestly unfavorable to the government.>®

Petitioners Pico and Halog assert that they exercised due diligence and
conducted a comprehensive study of market trends. They constantly
monitored the market price movements of Meralco shares. In support of the

36 fd at 80-82.

3 id at 85-87.

2 Roflo (G.R. No. 238138}, pp. 15-29.
¥ kd at 16-19.

Mo fd at 19,

3 ld at 21,

36 fd.at 20-23.
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Land Bank to have demanded higher fixed interest rates, since its payment is
in installments. It should have been wary about Global 5000’s aggressive
stance to acquire Meralco shares of government financial institutions. It does
not have sufficient capitalization that could have answered for one installment
payment.”

Finally, they contend that there is no prejudicial question in the specific
performance case. While the nullity of the Share Purchase Agreement was
alleged, it is not material in the criminal case because it is the entering in a
grossly and manifestly disadvantageous contract and not its legal effect which
is penalized under Section 3(g) of Republic Act No. 3019.7® Moreover, the
dismissal of the administrative complaint against petitioners in CA G.R. SP
No. 145215 is independent from its determination of probable cause. Their
absolution from the administrative charges is not a bar to their criminal
prosecution.”’

Petitioners Pico and Halog filed their Reply”™ on September 9, 2019.
They argue that where the Office of the Ombudsman’s finding of probable
cause impaired their substantial rights without basis, the Court need not apply
the rule that once the case has been filed before the Sandiganbayan, it retains
exclusive jurisdiction as to what happens to said case. The Court may resolve
the existence of probable cause by only looking at the records. Here, the
Office of the Ombudsman did not even explain how the evidence supported
its findings of probable cause.” They claim that there is prejudicial question
because a finding of nullity of the Share Purchase Agreement means that there
was no contract ever executed, and thus there could have been no finding of
probable cause for violation of Section 3(g) of Republic Act No. 30192
Finally, the Office of the Ombudsman should not have disregarded the
findings of the Court of Appeals that there was no prejudicial or disadvantage
to the government. Citing Nicolas v. Sandiganbayan Third Division,®' these
two cases will be prosecuted using the same facts and evidence, and requiring
them to present evidence would have been useless.®? Since the administrative
case was dismissed for lack of substantial evidence, guilt beyond reasonable
doubt could not have been established in the criminal case.33

On October 12, 2018, petitioners Del Callar et al. filed their Reply®’
contending that the Court is not precluded from setting aside a finding of
probable cause with grave abuse of discretion, and especially when it is used

o id. at 405,

76 Jd. at 405-407.

T Id. at 407409,

o Jd. at 450-470.

™ Id at 452-457.

80 1d, at 460-461.

#1568 Phil. 297 (2008) [Per J. Carpio Morales, Second Division].
82 Rollo (G.R. No. 237558) pp. 462.

8 1d. at 463.

8 Id. at 424-435.
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ACCORDINGLY, the Petitions in G.R. Nos. 237558, 238133, and
238138 are GRANTED. The assailed October 21, 2015 Resolution and the
February 24, 2017 Omnibus Order of the Ombudsman are hereby
REVERSED and SET ASIDE. There being no probable cause, the
complaint for violation of Section 3(g) of Republic Act No. 3019 against
petitioners Margarito B. Teves, Cyril C. Del Callar, Albert C. Balingit, George
J. Regalado, Roberto S. Vergara, Gilda E. Pico, and Carel D. Halog, is hereby
DISMISSED.

SO ORDERED.

MARVICWIL.V.F. LEONEN
Senior Associate Justice

WE CONCUR:

As

ciate Justice

JHOSE]S@OPEZ

Associate Justice

' ﬁ% f/ﬁIO}R\

Associate Justice
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M.V.F. LEONEN
Senior Associate Justice
Chairperson

CERTIFICATION
Pursuant to Article VIII, Section 13 of the Constitution and the Division

Chairperson’s Attestation, | certify that the conclusions in the above Decision
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