G.R. No. 188487. October 22, 2014 (Case Brief / Digest)

### Title:
**Philippine Supreme Court Affirms Conviction for Malversation and Violation of Anti-Graft
Laws in PNP CCIE Funding Misappropriation**

### Facts:

The case centers on the misappropriation of funds allocated for the purchase of combat,
clothing, and individual equipment (CCIE items) for the Philippine National Police’s North
Capital Command (CAPCOM). Two Advices of Sub-Allotment (ASA), each amounting to five
million pesos, were issued by the Office of the Directorate for Comptrollership (ODC) of the
Philippine National Police (PNP) on August 11, 1992. P/Supt. Arturo Montano, upon
receiving the ASAs, directed Police Chief Inspector Salvador Duran, Sr. to prepare and draw
100 checks of P100,000.00 each, totaling P10,000,000.00, all payable to entities owned by
Margarita Tugaoen. Tugaoen, in her statement, admitted to receiving the checks not for
delivered CCIE items but as payment for previous PNP debts. There was confirmation of the
non-delivery of the CCIE items.

Investigations by the PNP, General Headquarters, Office of the Inspector General (GHQ-
OIG), and the Ombudsman led to the recommendation for the filing of information against
several PNP officials, including Montano, Duran, and Tugaoen, for Malversation of Public
Funds and later changed to a violation of Section 3(e) of Republic Act (RA) No. 3019, or the
Anti-Graft and Corrupt Practices Act. After the denial of their demurrer to evidence and
without taking the witness stand, the Sandiganbayan found the accused guilty.

The case reached the Supreme Court on appeal, affirming the Sandiganbayan’s decision but
reversed and set aside the conviction of Van Luspo, acquitting him.

### Issues:

1. Whether the acts of the accused constituted bad faith and manifest partiality resulting in
undue injury to the government in violation of Section 3(e) of RA No. 3019.

2. Whether the evidence, including Tugaoen’s sworn statement and the checks issued, were
admissible.

3. Whether the accused’s actions constituted malversation of public funds.

4. The applicability of the Miranda rights in Tugaoen’s admission during a non-custodial
investigation.

##4# Court’s Decision:

The Supreme Court affirmed the Sandiganbayan’s decision, finding Montano, Duran, and
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Tugaoen guilty as charged. The Court ruled that:

- Duran’s issuance of checks was not a ministerial act but one requiring scrutiny and
discretion.

- The checks’ issuance and Tugaoen’s admission provided strong evidence of bad faith and
conspiracy to commit the crime.

- The non-delivery of the CCIE items substantiated the misappropriation of public funds,
establishing undue injury to the government.

- Tugaoen’s admission during the PNP investigation was admissible as it did not fall under
custodial interrogation rights violations.

### Doctrine:

The case reiterates the principle that public officials’ misappropriation of funds, evidenced
by bad faith actions and conspiracies to circumvent legal procurement processes,
constitutes a violation of RA No. 3019. It also clarifies the scope of custodial investigation
rights, highlighting that not all investigations or admissions fall under the protective mantle
of Miranda rights, particularly in administrative inquiries not aimed at criminal prosecution.

### Class Notes:

- **Malversation of Public Funds** involves the illegal or wrongful use of public funds by
those entrusted with its custody, particularly through actions displaying bad faith or gross
negligence.

- **Violation of RA No. 3019, Section 3(e)** pertains to causing undue injury to the
government or giving any private party any unwarranted benefits, advantage, or preference
in the discharge of official administrative or judicial functions through manifest partiality,
evident bad faith, or gross inexcusable negligence.

- *Admissibility of Evidence**: Articles obtained or statements made during administrative
proceedings can be used in criminal proceedings provided they do not violate custodial
investigation rights.

- **Miranda Rights** apply to custodial interrogations; the right against self-incrimination is
not automatically invoked during non-custodial investigations or administrative proceedings.

### Historical Background:

This case underscores the judicial scrutiny over public fund mismanagement within law
enforcement agencies, highlighting the judiciary’s role in upholding accountability and
integrity within public services. It demonstrates the procedural journey and legal standards
involved in prosecuting corruption and malversation cases within the Philippines’ law
enforcement sectors, marking a significant point in the ongoing efforts to combat corruption
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and misuse of public funds.
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