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BRUSELAS, JR. J.:

Petitioner Bureau of Corrections (BuCor) filed a petition for certiorari and prohibition[1] under Rule 65 of the
Rules of Court, to invalidate, for having been rendered with grave abuse of discretion, the–

(a) Order,[2] the dispositive of which, reads –

“Accordingly, the majority of the Tribunal, with the third member dissenting, rules that the motion for
reconsideration is denied. Let a copy of this Order be furnished the Sheriff for his information and appropriate
act. Let a copy likewise be furnished the Land Bank of the Philippines for their information and guidance.

SO ORDERED. ”

BuCor's material representations are as follows:

BuCor is a government agency tasked with administering the correctional system of the Philippines.

In a Final Award[3] dated 23 August 2013, the respondent Construction Industry Arbitration Commission (CIAC)
awarded to respondent Dotgain Solutions, Inc. (Dotgain) the amount of P47,024,070.31 on the basis of quantum
meruit, for unpaid construction projects incurred by BuCor sometime in 2011-2012. It ordered BuCor to pay
Dotgain said amount with interest at 6% per annum from the date of promulgation of the Final Award until the
same is fully paid. The dispositive portion of said Final provides:

“Wherefore, the Tribunal RULES:

(a) On issue No. 1 that: The verbal contracts for the 27 Projects undertaken by DOTGAIN are void as they
have been procured in violation of Republic Act No. 9184, the Government Procurement Reform Act.

(b) On issue No. 2 that: Although the verbal contracts were void, Dotgain is entitled to payment of its
accomplishments in the 27 Projects on the basis of quantum meruit following decisions of the Supreme Court
in similar cases. The Tribunal has applied the agreed valuation on the 27 Projects of P47,024,070.31, as the
quantum meruit compensation to DOTGAIN. The Respondent, Bureau of Corrections, is accordingly ordered
to pay the Claimant, Dotgain Solutions Inc., the amount of P47,024,070.31 as full and final compensation for
undertaking the 27 projects.

(c) On Issue No. 3 that: Except as provided in the last paragraph of this Final Award, DOTGAIN is not entitled
to its claim for interest.

(d) On issue No.4 that: DOTGAIN is not entitled to its claim for attorney's fees.
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The CIAC Arbitration Rules require that the Final Award must deal with the issue of allocating the costs of
arbitration and payment of interest on its award. This is stated as part of Issue No.5.

The tribunal, after due consideration of the facts on this case, and particularly taking into account the
cooperation extended by the Bureau of Corrections to enable this dispute to be submitted to CIAC arbitration
and resolved without delay, hold that since the arbitration primarily benefited Dotgain Solutions, Inc., 100% of
the costs of arbitration shall be shouldered by Dotgain Solutions, Inc.

The award of the amount of P47,024,070.31 in favor of Dotgain Solutions, Inc. shall earn interest at the rate of
6% per annum from the date of the promulgation of this Final Award until the same is fully paid.

SO ORDERED.“

The CIAC then issued a Writ of Execution[4] dated 22 November 2013, directed to the Clerk of Court/Ex-Officio
Sheriff of the Regional Trial Court (RTC), Quezon City.

Thereafter, a Notice of Garnishment[5] dated 25 November 2013 was issued by respondent Rolando Acal, the
sheriff deputized by the Clerk of Court of the RTC in Quezon City, to the Development Bank of the Philippines
(DBP) against the fund of the BuCor pursuant to said writ of execution. A similar Notice of Garnishment[6] was
likewise issued to the Land Bank of the Philippines (LBP) on 25 November 2013.

The DBP notified BuCor regarding the Notice of Garnishment in a letter[7] dated 27 November 2013. The LBP
sent a similar letter[8] to BuCor on 26 November 2013. On 27 November 2013, BuCor responded to LBP, writing
that BuCor funds are not subject to any writ of garnishment.[9]

On 2 December 2013, BuCor filed an “Urgent Manifestation and Opposition with a Motion for Reconsideration
and Motion to Quash the Notice of Garnishment and Motion to Quash the Writ of Execution”[10] before the
CIAC, raising the issue that BuCor's fund, being of a public nature, cannot be the subject of garnishment citing
long-held and copious jurisprudential precedence. On the same date, it sent written communication to the
CIAC,[11] LBP,[12] DBP[13] and Sheriff Acal,[14] informing them of the motion it filed before the CIAC. The
execution of the writ and the enforcement of the garnishment were thus abated.

On 3 March 2014, Dotgain filed a motion[15] to CIAC, praying that BuCor's Urgent Manifestation be resolved.

On 10 March 2014, CIAC issued the assailed Order. The CIAC brushed aside BuCor's contention that its funds
were not subject to garnishment.

In a letter[16] dated 19 March 2014 to BuCor, DBP stated that it received a “Final Demand to Deliver Garnished
Amount”dated 17 March 2014 from Sheriff Acal, directing DBP to deliver and to pay the sum of P50,012.988.13
to the “judgment obligee” representing the updated amount of BuCor's obligation as of 12 March 2014 under pain
of contempt and examination pursuant to the Rules of Court. DBP advised BuCor that, unless it receives notice,
within 5 days from receipt, that the covering writ of execution dated 22 November 2013 has been annulled or its
enforcement restrained, the bank would be constrained to deliver the garnished deposits of BuCor as ordered. The
LBP sent a similar letter[17] to BuCor dated 12 March 2014.

In the present petition filed under Rule 65 of the Rules of Court, BuCor raises the following issues-

“THERE IS ABSOLUTELY NO LEGAL BASIS FOR THE ISSUANCE OF THE WRIT OF EXECUTION
AND THE CONSEQUENT GARNISHMENT OF BUCOR'S FUNDS. HENCE, THE ASSAILED ORDER
WAS ISSUED WITH GRAVE ABUSE OF DISCRETION AMOUNTING TO LACK OR EXCESS OF
JURISDICTION.

ALL MONEY CLAIMS AGAINST THE GOVERNMENT MUST FIRST BE FILED WITH THE
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COMMISSION ON AUDIT.

THE CONSTITUTION REQUIRES AN APPROPRIATION LAW BEFORE PUBLIC FUNDS ARE SPENT
FOR ANY PURPOSE.”

BuCor also prayed for the issuance of a temporary restraining order (TRO) and a writ of preliminary injunction
(WPI) to prevent grave and irreparable injury.

In our Resolution[18] of 4 April 2014, we issued a temporary restraining order enjoining CIAC and Sheriff Acal
from enforcing the Writ of Execution and Notices of Garnishment against BuCor. Subsequently, in our
Resolution[19] of 13 June 2014, we directed the issuance of a writ of preliminary injunction.

BuCor contends that the authority of CIAC ended when it issued the Final Award dated 23 August 2013 and that
it exceeded its authority when it issued a Writ of Execution and Garnishment against the public funds of BuCor.
Being a principal subdivision or unit of the Department of Justice (DOJ), BuCor maintains that all funds, assets
and properties under its name are public in nature and imbued with a public purpose. It cannot spend its funds
unless there is an appropriation law authorizing the expenditure. The LBP and DBP cannot be compelled to
comply with the Final Demand for Garnishment because any government expenditure without the corresponding
appropriation from Congress is illegal and unconstitutional. BuCor likewise argues that upon determination of its
liability, the prosecution, enforcement or satisfaction thereof must still be pursued in accordance with the rules
and procedures laid down in P.D. No. 1445, otherwise known as the Government Auditing Code of the
Philippines. BuCor also argues that the cases cited by CIAC, which included Eslao vs. Commission on Audit,[20]
Royal Trust Corporation vs Commission on Audit,[21] Department of Health vs. Canchela &Associates, et
al.,[22] EPG Construction Company vs. Vigilar,[23] and F.F. Manacop Construction Co., Inc. vs. CA and Manila
International Airport Authority,[24] in support of its order denying BuCor's Urgent Manifestation and Opposition
with Motion for Reconsideration and Motion to Quash the Notice of Garnishment and Motion to Quash the Writ
of Execution, are not squarely applicable to the present case for the reason that the legality of the execution
against and garnishment of government funds were not made issues in the cited cases.

On the other hand, Dotgain argues that the funds already allocated to BuCor under the General Appropriations
Act of 2011 may be used to pay its claim; that to allow BuCor to hide behind the mantle of State immunity from
liability would result to injustice and abuse of State prerogatives; and that the Commission on Audit (COA) does
not have absolute jurisdiction in determining the amount due to a claimant based on quantum meruit,.

We find the petition to be meritorious.

The issue raised in the petition is whether the funds of BuCor in DBP and LBP may be garnished to satisfy a
money judgment against BuCor.

BuCor is a line bureau and a constituent unit of the Department of Justice. Being a government agency, all its
funds deposited with any of the official depositary of the Philippine Government remain government funds, as it
does not have any non-public or private funds of its own. Such government funds are not subject to garnishment
or levy; even assuming that the funds become commingled with other funds of the bank, such does not remove the
character of the fund as credit representing government funds thus deposited.[25]

Because BuCor was adjudged liable in the suit filed by Dotgain before CIAC, it does not necessarily follow that
the judgment can be enforced by execution against its funds for, as the Supreme Court has held, every
disbursement of public funds must be covered by a corresponding appropriation passed by the Legislature:

“... where the State gives its consent to be sued by private parties either by general or special law, it may limit
claimant's action' only up to the completion of proceedings anterior to the state of execution' and that the
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powers of the Courts end when the judgment is rendered, since government funds and properties may not be
seized under writs of execution or garnishment to satisfy such judgments. ... Disbursements of public funds
must be covered by the corresponding appropriation as required by law. The functions and public services
rendered by the State cannot be allowed to be paralyzed or disrupted by the diversion of public funds from
their legitimate and specific objects, as appropriated by law.”[26]

A judgment against the State, in a case where it consents to be sued, simply implies that the Legislature will
recognize the judgment as final and make provision for its satisfaction.[27]

In the present case, there is, however, no law or statute expressly allocating funds for the payment of Dotgain's
money claims against BuCor. As discussed above, before such money claim of Dotgain may be paid, funds should
first be appropriated by the legislature for the specific purpose of satisfying the same. The diversion of public
funds of BuCor from its legitimate and specific purpose as appropriated by law may disrupt the performance of its
functions and affect its efficiency. On this premise, BuCor's deposit with DBP and LBP may not therefore be
garnished to pay for the monetary judgment in favor of Dotgain.

Furthermore, it must be noted that the execution of the monetary judgment against BuCor is within the primary
jurisdiction of the COA. This was expressly provided in Section 26 of Presidential Decree No. 1445, to wit:

“Section 26. General jurisdiction. - The authority and powers of the Commission shall extend to and
comprehend all matters relating to auditing procedures, systems and controls, the keeping of the general
accounts of the Government, the preservation of vouchers pertaining thereto for a period of ten years, the
examination and inspection of the books, records, and papers relating to those accounts; and the audit and
settlement of the accounts of all persons respecting funds or property received or held by them in an
accountable capacity, as well as the examination, audit, and settlement of all debts and claims of any sort due
from or owing to the Government or any of its subdivisions, agencies and instrumentalities. The said
jurisdiction extends to all government-owned or controlled corporations, including their subsidiaries, and other
self-governing boards, commissions, or agencies of the Government, and as herein prescribed, including non
governmental entities subsidized by the government, those funded by donations through the government, those
required to pay levies or government share, and those for which the government has put up a counterpart fund
or those partly funded by the government.”[28] (emphasis supplied)

It is of no moment that a final and executory decision already validated the claim against BuCor. The settlement
of the monetary claim is still subject to the primary jurisdiction of the COA despite the final decision of the CIAC
having already validated the claim. As such, Dotgain as the claimant has no alternative except to first seek the
approval of their monetary claim by the COA.[29]

From the foregoing it may be said that when the CIAC maintained its issuance of the writ of execution[30] and
garnishment[31] of BuCor's funds deposited in LBP and DBP for the satisfaction of Dotgain's money claims, it
committed grave abuse of discretion since such act was contrary to the Constitution, law and jurisprudence.

While we commiserate with Dotgain's plight, the exhaustion of public funds of BuCor which may disrupt its
operations is, however, far greater in severity than the difficulty that may be suffered by Dotgain.

WHEREFORE, the petition is GRANTED. The Order of Construction Industry Arbitration Commission dated 10
March 2014 which sustained the writ of execution and Notices of Garnishment is hereby NULLIFIED and SET
ASIDE. The preliminary injunction heretofore granted is made permanent.
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IT IS SO ORDERED.

Reyes, Jr., A.B., P.J., (Chairperson) and Gaerlan, JJ., concur.
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