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**Title: Kilosbayan Inc. v. Morato, et al.**

**Facts:**
The case involves a sequence of legal events stretching from the initial contract dispute to
the final ruling by the Supreme Court.

1. **Initial Lease Contract**: The Philippine Charity Sweepstakes Office (PCSO) entered into
a  Contract  of  Lease  with  the  Philippine  Gaming  Management  Corporation  (PGMC)  in
December 1993 to operate an online lottery system. Kilosbayan, Inc., and other petitioners
challenged the validity of this contract.

2. **First Supreme Court Case – G.R. No. 113375**: In the initial Supreme Court decision
(Kilosbayan, Inc. v. Guingona, 232 SCRA 110 (1994)), the Court nullified the Contract of
Lease on the grounds that it violated the PCSO’s charter as it involved a prohibited joint
venture or association.

3.  **Renegotiation  and  New  Agreement**:  Following  the  decision,  PCSO  and  PGMC
renegotiated and signed a new Equipment Lease Agreement (ELA) on January 25, 1995. The
new ELA had a term of eight years, and the Pacific Charity Sweepstakes Office (PCSO) was
to pay PGMC a rental  equivalent  to 4.3% of  the gross amount of  ticket  sales,  with a
minimum annual rental.

4. **Filing of New Petition**: Kilosbayan, Inc. and other petitioners filed a complaint on
February 21, 1995, seeking to annul this new ELA. They claimed that the new ELA was
substantially the same as the previous lease contract that had been declared void.

5. **Legal Arguments**: Petitioners argued that the new ELA was still essentially a joint
venture and violated public bidding laws. Respondents PCSO and PGMC counter-argued,
asserting that the new ELA was different from the old agreement and did not require a
public bidding per Executive Orders No. 301 and No. 298.

**Issues:**
The Supreme Court needed to resolve the following legal issues:

1.  **Standing**:  Do the petitioners  (Kilosbayan,  Inc.  and others)  have the standing to
challenge the validity of the new Equipment Lease Agreement?

2. **Nature of the Agreement**: Is the new Equipment Lease Agreement essentially a joint
venture or does it violate the PCSO’s charter?
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3.  **Public  Bidding**:  Did  the  absence  of  public  bidding  make  the  Equipment  Lease
Agreement invalid?

4. **Violation of Law**: Does the Equipment Lease Agreement violate Executive Orders on
public bidding and other applicable laws?

**Court’s Decision:**
The Supreme Court ruled as follows on each issue:

1. **Standing**: The Court ruled that the petitioners did not have the standing to bring an
action against the ELA. The Court reasoned that the petitioners’ interest was not direct and
personal enough to confer standing. The earlier decision on standing was characterized as a
departure from established jurisprudence on “real parties in interest”.

2.  **Nature of the Agreement**:  The Court found that the new ELA was a valid lease
contract and not a joint venture. The ELA had significantly different terms from the previous
contract, including the PCSO bearing the operational risks and a fixed minimum rental
provision that was absent in the original contract.

3. **Public Bidding**: With respect to public bidding, the Court held that E.O. No. 301 did
not explicitly cover lease agreements for equipment but primarily concerned contracts for
the purchase of supplies, materials, and equipment. Therefore, the ELA did not have to
undergo public bidding.

4. **Violation of Law**: The Court found no violation of other applicable laws, upholding
that the ELA was both legal and not disadvantageous to the government.

**Doctrine:**
The Court reinforced the following doctrines:

1. **Standing in Public Interest Cases**:
– The Court elaborated that for an entity to bring a suit, it must be a “real party in interest”
with a direct and tangible personal interest.

2. **Nature of Contracts with Government**:
–  Government  contracts  must  directly  comply  with  procedural  and  substantive  legal
requirements. Notably, public bids are mandatory unless otherwise provided by law.

3. **Re-examination of Past Rulings**:
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– The Court showed an openness to re-evaluate past decisions based on changes in its
composition and clarity in legal interpretations.

**Class Notes**:
– **Real Party in Interest**:  Essential  for filing suits.  It  means the party stands to be
benefited or injured by a judgment.
– **Joint Venture**: In public contracts, explicitly defined roles and financial risks borne are
critical in differentiating joint ventures from leases.
–  **Public Bidding Laws (E.O. No. 301)**:  Public bidding is  generally required for the
procurement  of  goods  and  services  by  the  government;  exceptions  exist  but  must  be
carefully scrutinized.
– **Law of the Case Doctrine**: Once the Supreme Court has decided upon a legal question
during a  stage of  a  case,  that  decision should generally  govern the same question in
subsequent stages of the same case.

**Historical Background**:
The issues central to this case reflect ongoing concerns in the Philippines regarding the
legal  constraints  on  government  engagements  in  gambling  and the  integrity  of  public
procurements. The case is rooted in historical resistance to gambling despite its legislative
authorization for charitable purposes by the PCSO. This case illustrates tensions between
legislative intent to curb joint ventures in critical sectors and executive efforts to innovate in
revenue generation.  The decision ultimately  emphasizes judicial  discretion in  revisiting
significant public interest issues vis-à-vis maintaining consistent legal interpretations.


