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YNARES-SANTIAGO, J.:

Thisisapetition for review under Rule 45 of the Revised Rules of Civil Procedure seeking to annul the March 24,
2003 Decision[1] of the Legal and Adjudication Office-Corporate, Commission on Audit (COA), which affirmed
the Decision[2] of the Regiona Cluster Director, Legal and Adjudication Office, COA Regional Office No. VI,
Pavia, lloilo City, disallowing the payment of allowances and benefits to the Members of the Board of Directors
of the Bacolod City Water District (BCWD). Likewise assailed is its June 24, 2003 Resolution[3] which denied
petitioners’ motion for reconsideration.

The undisputed facts show that pursuant to Resolution No. 313, series of 1995, of the Local Water Utilities
Administration (LWUA), petitioners, Members of the Board of the BCWD, received between January
1-December 31, 1999, the following alowances, namely — Personal Economic Relief Allowance (PERA),
Representation and Transportation Allowance (RATA), Uniform Allowance, Rice Allowance, Mid-Y ear Bonus,
Centennial Bonus, Extra-ordinary and Miscellaneous Expenses, Anniversary Bonus, Productivity Incentive
Bonus, Cash Gift, Amelioration Bonus, and Year End Assistance.[4] The said benefits and allowances were,
however, disallowed by the State Auditor in his post-audit of BCWD’ s 1999 accounts, on the ground that they ran
counter to the provision of Section 13 of Presidential Decree No. 198, as amended, otherwise known as the
Provincial Water Utilities Act of 1973.

Petitioners appealed to the COA Regional Office No. VI, but the Regional Cluster Director denied the appeal on
August 21, 2002.[5] Unfazed, they filed a petition for review[6] with the COA Central Office but the same was
likewise denied by the Director of the Legal and Adjudication Office-Corporate in a Decision dated March 24,
2003. The motion for reconsideration filed by petitioners suffered the same fate.

Hence, the instant petition raising the following issues:

Are the allowances and bonuses granted to petitioners prohibited under Section 13 of PD 198, as amended?
Should petitioners refund the disallowed disbursements?

These queries have aready been settled in the case of De Jesus v. Commission on Audit.[7] Applying Baybay
Water District v. Commission on Audit,[8] it was held in De Jesus that Section 13 of PD 198, as amended,[9]
categorically forbids the grant of bonuses and allowances other than payment of per diems. De Jesus likewise
declared that LWUA Resolution No. 313, series of 1995, which grants compensation and other benefits to the
members of the Board of Directors of Local Water Districts, is not in conformity with Section 13 of PD 198, as
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amended. Nevertheless, it was held therein that the disallowed monetary benefits received by the Board Members
concerned in 1997 and 1998 need not be refunded by the recipient Board Members because they received the
same before Baybay Water District was promulgated on January 23, 2002. They were therefore of the honest
belief that LWUA Board Resolution No. 313 was valid, thus —

This issue was aready resolved in the similar case of Baybay Water District v. Commission on Audit. In
Baybay Water District, the members of the board of Baybay Water District also questioned the disallowance
by the COA of payment of RATA, rice alowance and excessive per diems. The Court ruled that PD 198
governs the compensation of members of the board of water districts. Thus, members of the board of water
districts cannot receive alowances and benefits more than those allowed by PD 198. Construing Section 13 of
PD 198, the Court declared:x x x Under Section] 13 of this Decree, per diem is precisely intended to be the
compensation of members of board of directors of water districts. Indeed, words and phrases in a statute must
be given their natural, ordinary, and commonly-accepted meaning, due regard being given to the context in
which the words and phrases are used. By specifying the compensation which a director is entitled to receive
and by limiting the amount he/she is alowed to receive in a month, and, in the same paragraph, providing “No
director shall receive other compensation” than the amount provided for per diems, the law quite clearly
indicates that directors of water districts are authorized to receive only the per diem authorized by law and no
other compensation or allowance in whatever form.

Section 13 of PD 198 is clear enough that it needs no interpretation. It expressly prohibits the grant of
compensation other than the payment of per diems, thus preempting the exercise of any discretion by water
districts in paying other allowances and bonuses.

XXXXXXXXX

Nevertheless, our pronouncement in Blaguera v. Alcala supports petitioners’ position on the refund of the
benefits they received. In Blaguera, the officials and employees of several government departments and agencies
were paid incentive benefits which the COA disallowed on the ground that Administrative Order No. 29 dated 19
January 1993 prohibited payment of these benefits. While the Court sustained the COA on the disallowance, it
nevertheless declared that:

Considering, however, that all the parties here acted in good faith, we cannot countenance the refund of subject
incentive benefits for the year 1992, which amounts the petitioners have already received. Indeed, no indicia of
bad faith can be detected under the attendant facts and circumstances. The officials and chiefs of offices
concerned disbursed such incentive benefits in the honest belief that the amounts given were due to the
recipients and the latter accepted the same with gratitude, confident that they richly deserve such benefits.

Thisruling in Blaguera applies to the instant case. Petitioners here received the additional allowances and bonuses
in good faith under the honest belief that LWUA Board Resolution No. 313 authorized such payment. At the time
petitioners received the additional allowances and bonuses, the Court had not yet decided Baybay Water District.
Petitioners had no knowledge that such payment was without legal basis. Thus, being in good faith, petitioners
need not refund the allowances and bonuses they received but disallowed by the COA.

Accordingly, the Court sustains the disallowance of the monetary benefits granted to petitioners Members of the
Board of the BCWD in accordance with LWUA Resolution No. 313, series of 1995. Having been granted said
allowances and bonuses in 1999, before the Court declared in Baybay Water District the illegality of payment of
additional compensation other than the allowed per diem in Section 13, of PD 198, as amended, they can thus be
considered to have received the same in good faith. Hence, they need not refund them.

One final note. In his Comment, the Solicitor General pointed out that petitioners erroneously sought the review
of the Legal and Adjudication Office-Corporate’s Decision and Resolution directly with this Court via Rule 45.
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In effect, the Solicitor General would want the Court to deny the petition and order the petitioners to refund the
allowances and bonuses disallowed by the COA Auditor. Indeed, COA Memorandum No. 2002-053,[10] states
that appeals from the decision of the Legal and Adjudication Office shall be filed with the Commission Secretary
and shall be decided by the Commission Proper. Moreover, under Section 2, Rule 64, of the Revised Rules of
Civil Procedure, a judgment or final order or resolution of the Commission on Audit may be brought by the
aggrieved party to the Supreme Court on certiorari under Rule 65. Nevertheless, we deem it wise to overlook
procedural technicalities in order to rule speedily on this case.[11] In the interest of substantial justice, petitioners
should not be denied of the Court’s favorable ruling in De Jesus modifying the decision of the COA on the matter
of refund.

WHEREFORE, in view of al the foregoing, the March 24, 2003 Decision and the June 24, 2003 Resolution of the
Legal and Adjudication Office-Corporate, Commission on Audit, which sustained the disallowance of the
payment of Personal Economic Relief Allowance (PERA), Representation and Transportation Allowance
(RATA), Uniform Allowance, Rice Allowance, Mid-Year Bonus, Centennial Bonus, Extra-ordinary and
Miscellaneous Expenses, Anniversary Bonus, Productivity Incentive Bonus, Cash Gift, Amelioration Bonus, and
Year End Assistance to petitioners Members of the Board of Bacolod City Water District, are AFFIRMED with
the MODIFICATION that petitioners need not refund said additional compensation received in the year 1999, per
Resolution No. 313, series of 1995, of the Local Water Utilities Administration.

No costs.

SO ORDERED.

Davide, Jr., C.J., Puno, Vitug, Panganiban, Quisumbing, Sandoval-Gutierrez, Carpio, Austria-Martinez, Corona,
Carpio-Morales, Callejo, Sr., Azcuna, and Tinga, JJ., concur.

[1] Rallo, p. 25.
[2] Id., p. 70.
[3] Id., p. 29.

[4] Thetotal disallowance for each petitioner Director are as follows: Pompeyo Querubin — P261,702.92; Eriberto
Losaria— P224,274.10; Herman Maglupay — P276,488.52; Ma. Aida Torre — P140,369.10 and Vicente Petierre —
P103,578.00 (Roallo, p. 70).

[5] Rallo, p. 70.

[6] Id., p. 75.

[7] G.R. No. 149154, 10 June 2003.

[8] G.R. Nos. 147248-49, 23 January 2002, 374 SCRA 482.
[9] Section 13 of PD 198, as amended, reads as follows:

Compensation. — Each director shall receive a per diem, to be determined by the board, for each meeting of the
board actually attended by him, but no director shall receive per diems in any given month in excess of the
equivalent of the total per diems of four meetings in any given month. No director shall receive other
compensation for services to the district.

Any per diem in excess of P50 shall be subject to approval of the Administration. (Emphasis supplied)
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[10] Effective September 1, 2002.
[11] Spouses Go v. Tong, G.R. No. 151942, 27 November 2003.
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