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SERENO, J.:

Assailed in this Motion for Partial Reconsideration dated 8 November 2011 filed by petitioner Department of
Public Works and Highways (DPWH) is the 12 October 2011 Decision of the Court, primarily affirming the trial
and the appellate courts’ judgments in favor of respondents’ entitlement to compensation.

To recall, after the Mt. Pinatubo tragedy in 1991, DPWH engaged a number of contractors, including the
respondents, for the urgent rehabilitation of the affected river systems. Save for Chiara Construction and Ardy
Construction, respectively owned by Efren N. Rigor and Romeo R. Dimatulac, the contractors signed written
agreements with Engineer Philip Mefiez, Project Manager |1 of the DPWH.

It is undisputed that the contractors have completed their assigned rehabilitation works.[1] But DPWH refused to
pay the contractors for the reason that the contracts were invaliid due to non-compliance with legal
requirements.[2] As such, respondents filed an action for a sum of money against DPWH.[3] The Regional Trial
Court (RTC) of Manila, in Civil Case No. 96-77180, held that the contracts were valid and thus directed payment
of compensation to the contractors.[4] DPWH appealed to the Court of Appeals (CA), which like the RTC, ruled
that the respondents are entitled to their claim of compensation.[5]

Petitioner appealed by certiorari before this Court. In the questioned 12 October 2011 Decision, the Court
primarily affirmed the trial and the appellate courts judgments in favor of respondents entitlement to
compensation against petitioner DPWH.

On 10 November 2011, petitioner filed a Motion for Partial Reconsideration[6] assailing the aforementioned
Decision.

Petitioner’s main contention is that respondents did not come to court with clean hands to assert their money
claims against petitioner in view of their failure to comply with the legal requirements concerning government
contracts and in ascertaining the extent of authority of the public official with whom they contracted.[7] These
omissions made the contracts void ab initio and, as a consequence, petitioner should not be made to suffer by
paying respondents huge sums of money arising from void contracts.[8]

We deny the motion.

Petitioner unsuccessfully established the applicability of the clean hands doctrine. Citing Muller v. Muller,
petitioner points out that “a litigant may be denied relief by a court of equity on the ground that his conduct has
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been inequitable, unfair and dishonest, or fraudulent, or deceitful as to the controversy inissue.”[9]

However, respondents purported omissions, standing alone, cannot be construed as fraudulent or deceitful.
Petitioner did not present evidence of actual fraud and merely inferred that because of the omissions, the
respondent contractors were in bad faith. “Fraud is never presumed but must be established by clear and
convincing evidence. The strongest suspicion cannot sway judgment or overcome the presumption of
regularity.”[10]

Parties who do not come to court with clean hands cannot be allowed to profit from their own wrongdoing.[11]
The action (or inaction) of the party seeking equity must be “free from fault, and he must have done nothing to
lull his adversary into repose, thereby obstructing and preventing vigilance on the part of the latter.”[12] Neither
the trial court nor the appellate court found any design to defraud on the part of the respondent contractors.

While petitioner is correct in saying that one who seeks equity must do equity, and one who comes into equity
must come with clean hands,[13] it is equally true that an allegation of fraud and dishonesty to come within the
doctrine' s purview must be substantiated:

Bad faith and fraud are allegations of fact that demand clear and convincing proof. They are serious
accusations that can be so conveniently and casually invoked, and that is why they are never presumed. They
amount to mere slogans or mudslinging unless convincingly substantiated by whoever is alleging them.[14]

This court recognizes that certain omissions will qualify as “acting with unclean hands.” The omission, though,
must be such as to give rise to a confusion that |eads to an undesirable state of things.[15]

Here, even with the respondents’ supposed failure to ascertain the validity of the contract and the authority of the
public officia involved in the construction agreements, there is no such confusion as to the matter of the
contract’s validity and the equivalent compensation. As found by the court a quo, petitioner had assured the
contractors that they would be paid for the work that they would do, as even DPWH Undersecretary Teodoro T.
Encarnacion had told them to “fast-track” the project.[16] Hence, respondents cannot by any stretch of logic, be
deprived of compensation for their services when - despite their ostensible omissions - they only heeded the
assurance of DPWH and proceeded to work on the urgent project.

Lest it be forgotten, our courts are courts of both law and equity.[17] The petitioner merely claims that the
omissions of respondents amount to fraud, while the records show that the public benefitted from the services of
respondents. Given these, this Court will remain true to the rule of substantial justice and direct the payment of
compensation to the contractors, who have completed their services for the government’'s Mt. Pinatubo
Rehabilitation Project. Otherwise, urgent actions for emergency work in the future would be discouraged.

After the unfounded clean hands doctrine resorted to by petitioner DPWH is cleared up, al that remains is its
repeated arguments. Petitioner reiterates that the contracts are void, without legal effect, and cannot be cured by
ratification.[18] In the same Motion, it claims that the contracts were unenforceable, as they were entered into
beyond the authority of Engineer Mefiez.[19] Petitioner also stresses that since the construction contracts with
Rigor and Dimatulac are unwritten, DPWH cannot be held liable.[20] It raises the point that the writing of
government contracts is a requirement for existence, validity and enforceability. Citing the treatise of Bartolome
C. Fernandez,[21] petitioner DPWH further asserts that the government, being an artificial person, cannot verbally
consent to the contract.[22]

These arguments have already been ruled upon, and we find no reason to disturb the rulings. To reiterate, it has
been settled in several cases that payment for services done on account of the government, but based on a void
contract, cannot be avoided.[23] The government is unjustified in denying what it owes to contractors and in
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leaving them uncompensated after it has benefitted from the already completed work.[24] Jurisprudence
recognizes the principle of quantum meruit. Accordingly, in the interest of substantial justice, the contractor’s
entitlement to compensation has been and is hereby directed.[25]

IN VIEW THEREOF, the 8 November 2011 Motion for Partial Reconsideration of the 12 October 2011 Decision
of this Court’s Second Division is DENIED for lack of merit.

SO ORDERED.

Carpio, (Chairperson), Brion, Reyes, and Perlas-Bernabe,[*] JJ., concur.

[*] Designated as Member of the Special Second Division vice Associate Justice Jose Portugal Perez per Special
Order No. 1114 dated 3 October 2011.
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