G.R. NO. 106064. October 13, 2005 (Case Brief / Digest)

HTitle:**

Spouses Constantino Jr. et al. vs. Cuisia et al.

**Facts:**

The petition was initiated on July 17, 1992, by the spouses Renato Constantino, Jr., Lourdes
Constantino, their minor children, Filomeno Sta. Ana III, and the Freedom from Debt
Coalition. The respondents included the Governor of the Bangko Sentral ng Pilipinas, the
Secretary of Finance, the National Treasurer, and the Philippine Debt Negotiation Chairman
Emmanuel V. Pelaez. The case revolved around debt-relief contracts embedded within the
Philippine Comprehensive Financing Program for 1992, which sought to ease the country’s
debt burden through buyback and bond conversion agreements.

The contentious agreements were seen as a continuation of a debt restructuring policy
initiated during President Corazon Aquino’s administration, where multiple agreements with
foreign creditors were made between 1986 and 1991. On February 28, 1992, a debt
agreement was reached with the Bank Advisory Committee representing foreign commercial
bank creditors. However, the petitioners alleged that the respondents had prematurely
implemented a buyback component of the Program on May 15, 1992, buying back P1.26
billion of debt, even before the formal signing of the Program in London on July 24, 1992.

Despite a lack of injunctive relief from the Court, petitioners persisted, seeking the
annulment of actions carried out under the Financing Program, arguing it was beyond
presidential authority per Section 20, Article VII of the Constitution.

**Issues:**

1. **Constitutional Authority:** Whether the debt-relief contracts as parts of the Financing
Program are beyond the power granted to the President by Section 20, Article VII of the
Constitution.

2. **Delegation of Presidential Power:** Whether the President could delegate the power to
enter such contracts to respondents.

3. **Constitutional Violations and Abuse of Discretion:** Whether the Financing Program
violated constitutional principles or involved any grave abuse of discretion.

**Court’s Decision:**
**Standing of Petitioners:** The Court ruled to liberally treat the standing of petitioners due
to the public significance of the issues.

**Scope of Section 20, Article VII:**
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- The Court held that “contracting or guaranteeing foreign loans” includes buybacks and
bond conversions. The Programs’ buyback approach and bond conversion don’t exceed the
powers given under Section 20 of Article VII.

**Delegation of Power:**
- The Court upheld that such delegation of authority is permissible under the doctrine of
qualified political agency, asserting that high-level executive decisions, such as those
involved in debt management, reasonably involve delegation to appropriate experts, such as
the Secretary of Finance.

**Violation of Constitutional Policies and Abuse of Discretion:**

- The Court found that petitioners failed to substantiate claims that the Financing Program
violated state policies on promoting prosperity, social justice, and economic self-reliance.
The petitioners’ worst-case scenario assumptions did not provide sufficient ground for
annulment.

The Court dismissed the petition, asserting procedural regularity and valid exercise of
executive discretion in foreign debt management.

**Doctrine:**

- The ruling reinforced the doctrine of qualified political agency, allowing high-level
delegations to administrative heads.

- It clarified the broad scope of executive power under Section 20, Article VII of the
Constitution, encompassing sophisticated debt management mechanisms like bond
conversion and buybacks.

**Class Notes:**

1. **Qualified Political Agency:** Executive decision-making on foreign loans can be
delegated to officials such as the Secretary of Finance.

2. ¥*Section 20, Article VII:** This grants broad foreign loan contracting authority to the
President, including innovative financing mechanisms.

3. *Judicial Review Limits:** Courts defer to executive discretion in high-stakes fiscal policy
absent unequivocal constitutional breach or grave abuse of discretion.

4. **Case Precedents:**

- *Tatad v. Garcia Jr.*

- *Villena v. Secretary of the Interior* reaffirm qualified political agency in executive
functions.
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5. ¥**Statutes:**
- Republic Act No. 245
- Presidential Decree No. 142

**Historical Background:**

The case emerged in the early 1990s, a period marked by the Philippine government’s
attempts to manage the significant foreign debt accumulated during Ferdinand Marcos’s
regime. Following Marcos’s overthrow, the Aquino administration sought to restore
financial stability through restructuring debt agreements with foreign creditors. This
contextual backdrop is crucial to understand the high-stakes nature of the executive fiscal
policy decisions contested in this case.
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