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CARPIO, J.:

The Case

This petition[1] assails the 10 July 2015 Decision[2] and the 12 January 2016 Resolution[3] of the Court of
Appeals in CA-G.R. CV No. 95506. The Court of Appeals dismissed the appeals filed by petitioner Metropolitan
Manila Development Authority (MMDA) and respondents D.M. Consunji, Inc. (DMCI) and R-II Builders, Inc.
(R-II Builders), and affirmed the 9 June 2010 Decision[4] and 30 August 2012 Order of the Regional Trial Court
of Makati City, Branch 133 in Civil Case No. 07-942. The Court of Appeals denied the MMDA's motion for
reconsideration.

The Facts

As narrated by the Court of Appeals, the facts of the case are as follows:

MMDA, in coordination with the Greater Metro Manila Solid Waste Management Committee, conducted a
selection process for the development and operation by a private entity of a new sanitary landfill for the next 25
years under the Build-Operate-Own (BOO) scheme. The facility was intended to replace the San Mateo landfill
after it was closed on 31 December 2000.

The process, however, was stymied by legal actions filed by some concerned sectors of the society, particularly,
those groups in the affected area. MMDA was thus restrained from proceeding with the new sanitary landfill
project.

In the meantime, MMDA and the Metro Manila mayors agreed to choose the interim waste disposal site
(controlled dump site) and the possible contractor/proponent therefor for a period of two (2) years. To implement
this interim project, then MMDA Chairman Jejomar C. Binay (Binay) endorsed the matter to the Presidential
Committee on Flagship Programs and Projects for favorable recommendation. The matter was then endorsed for
approval by the Committee, through its then Chairman Roberto N. Aventajado, to the Office of the President.

MMDA's request was approved by then President Joseph E. Estrada in an undated memorandum subject to the
condition that "the negotiated contract to be entered by MMDA shall be subject to the approval of the Office of
the President," among others.

The project was then opened for public bidding and was awarded to respondents as winning joint bidders.

In their bid, respondents proposed the construction of an integrated solid waste management facility/sanitary
landfill in Barangay Semirara, Semirara Island, Caluya, Antique. This would entail the ferrying out of garbage
from a temporary transfer station in Pier 18 Vitas, Tondo, Manila to a pre-arranged site in the northernmost part
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of Semirara Island.

Consequently, the parties executed a contract denominated as "Contract for the Development, Operation and
Maintenance of Interim Integrated Waste Management Facility for Metropolitan Manila" on 4 January 2001. The
contract was signed by then MMDA Chairman Binay, Isidro A. Consunji for respondent DMCI and Leopoldo T.
Sanchez for respondent R-II Builders. The contract was also signed by Roberto N. Aventajado.

Thereafter, then MMDA Chairman Binay allegedly instructed respondents to proceed with the preparation of the
transfer station in Vitas and the landfill site in Semirara although the contract had not yet been approved and
signed by then President Estrada.

Allegedly, from 2 to 5 January 2001, respondents worked under the contract with the supervision of the MMDA's
Office of the Assistant General Manager for Operations.

Meanwhile, two temporary restraining orders (TROs) were issued by the Regional Trial Court, Antique placing
the operation on hold. Pending hearing on the prayer for the issuance of a writ of injunction, then President
Estrada resigned from office.

To recover their alleged incurred expenses under the contract, respondents formally demanded from the MMDA
the amount of P20,123,190.00 as reasonable reimbursement, claiming that they spent said amount until they were
forced to stop their operations due to the TROs.

When respondents' claim for reimbursement was addressed to the MMDA's legal service, then MMDA
consultant, Atty. Vincent S. Tagoc (Atty. Tagoc), opined that respondents may be compensated based on the
principle of quantum meruit. Notably, in his Opinion dated 28 March 2001, Atty. Tagoc opined that the benefit
which allegedly inured to the government, particularly the MMDA, must be considered in applying said principle.
Pertinently, he observed that the records failed to show any benefit derived by the MMDA from respondents'
performance.

Further, in his Opinion dated June 13, 2001, Atty. Tagoc noted that while respondents were able to unload Metro
Manila of 5,449.80 tons of garbage, they nevertheless brought back the same to Metro Manila. Thus, respondents
tossed back the same problem to Metro Manila, and to that extent, Metro Manila suffered damages. He concluded
that full payment for the amount claimed was improper.

However, Director Leopoldo V. Parumog, Head of the Solid Waste Management Office of the MMDA,
recommended that respondents be reimbursed of their expenses.

When the recommendation of the Solid Waste Management Office was sent to the Office of then MMDA
Chairman Bayani F. Fernando for his approval, the latter rejected the same citing the following reasons: (1)
MMDA is not obliged to pay for mobilization expenses; (2) Stipulation No. 13 of the negotiated contract states
that failure to perform the terms of the agreement due to mass/court actions shall not give rise to any claim by any
party against each other; and (3) Stipulation No. 16 of the negotiated contract requires the approval of the
President of the Philippines. Without the President's signature, the contract is invalid and ineffective.

Respondents filed with the trial court a Complaint dated 12 September 2007 for sum of money based on quantum
meruit with damages against MMDA. The case was docketed as Civil Case No. 07-942. Respondents prayed for
(1) P19,920,936.17 representing expenses incurred for the partial execution of the project with 6% legal interest;
(2) attorney's fees; and (3) expenses of litigation.

On 15 January 2008, the MMDA, thru the Office of the Solicitor General, filed an Answer. The MMDA averred
that the contract involves a project under the BOO scheme for which the approval of the President of the
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Philippines is required pursuant to paragraph (d), Section 2 of Republic Act No. 7718. Corollarily, paragraph 16
of the negotiated contract provides that it shall be valid, binding and effective upon approval by the President
pursuant to existing laws. Since the negotiated contract was not signed and approved by the President, the same
never became effective and binding. Furthermore, the validity of the negotiated contract is dependent upon the
fulfillment of the conditions stated in the Notice of Award dated 21 December 2000 which includes the
submission of proof of social acceptability of the project from the Department of Environment and Natural
Resources under paragraph 7.9 thereof. Respondents allegedly failed to comply with such condition.

Moreover, paragraph 13 of the negotiated contract provides that the failure to carry out, observe and/or perform
any of the terms of the contract caused by or arising from mass actions and/or court actions shall not give rise to
any claim by one party against the other. Assuming arguendo that the claim for reimbursement may be recognized
under the principle of quantum meruit, the direct enforcement of liability against MMDA would violate the law
because (1) disbursement of public funds must be covered by a corresponding appropriation as required by law;
and (2) the present case is a suit against the State which has not given its consent to be sued. Accordingly, the
remedy of the respondents is allegedly to file their money claim with the Commission on Audit (COA) as
prescribed under Act No. 3083 and Commonwealth Act No. 327. The determination of State liability, and the
prosecution, enforcement or satisfaction thereof must be pursued in accordance with the rules and procedures laid
down in Presidential Decree No. 1445.

On 1 February 2008, respondents filed a Reply. Respondents alleged that MMDA was in bad faith when it denied
paragraph 10 of the Complaint which was their basis in acting upon the explicit instruction of the MMDA
Chairman. The matters are supposed to be within the knowledge of the MMDA because of the Memorandum
dated 25 July 2001 by Leopoldo Parumog to Rogelio Uranza recommending the payment of P19,920,936.17 to
respondents. Respondents claimed that MMDA was aware of the services they rendered prior to the approval of
the contract in light of its admission in paragraph 16. The defenses raised by MMDA based on contract are
irrelevant because respondents' cause of action is based on quantum meruit . Respondents countered that upon the
final determination by the trial court of MMDA's liability to them, they would file their claims with the COA.
Respondents stressed that MMDA is a public corporation created under Presidential Decree No. 824 which can
sue and be sued.

On 28 February 2008, respondents filed a Motion for Judgment on the Pleadings which was granted by the trial
court in its Consolidated Order dated 17 May 2010.

On 9 June 2010, the trial court rendered a decision, the dispositive portion of which reads:

WHEREFORE, judgment is hereby rendered in favor of the plaintiff and against the defendant ordering the
latter to pay the plaintiff the amount of PhP 19,920,936.17 representing the expenses the plaintiffs incurred for
the partial execution of the Project, with 6% legal interest from the date of extrajudicial demand until fully
paid.

No costs.

SO ORDERED.[5]

The MMDA filed a Notice of Appeal dated 29 June 2010. On the other hand, respondents filed a Motion for
Partial Reconsideration of the decision on the ground of failure by the trial court to award litigation expenses in
the amount of P450,977.06 in their favor despite the fact that they were compelled to file the case to protect their
interests. This was denied in an Order dated 30 August 2012. Respondents then filed their Notice of Partial
Appeal dated 14 September 2012.
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The Ruling of the Court of Appeals

In affirming the trial court's decision, the Court of Appeals held that judgment on the pleadings is proper. It ruled
that "[b]ased on the admissions in the pleadings and documents attached, we find that the issues presented by the
complaint and the answer can be resolved within the four corners of said pleadings without need to conduct
further hearings."[6] The Court of Appeals cited Pacific Rehouse Corporation v. EIB Securities, Inc.,[7] which
held that "when what is left are not genuine issues requiring trial but questions concerning the proper
interpretation of the provisions of some written contract attached to the pleadings, judgment on the pleadings is
proper."[8]

The Court of Appeals found that respondents are entitled to reimbursement. It ruled that they have the right to be
compensated for the partial execution of the project applying the principle of quantum meruit. The Court of
Appeals held that "even granting for the sake of argument, that the contract was invalid, payment should have
been allowed based on the principle of 'quantum meruit.' It should be noted that the services rendered by the
[respondents] were neither denied nor rejected by the government. We agree that [MMDA] should not be allowed
to avoid its obligation to [respondents] because it already derived benefit from the waste disposal operations
conducted from January 2 to 5, 2001. It would be the height of injustice to order the [respondents] to shoulder the
expenditure when the government had already received and accepted benefits from the project."[9]

The Court of Appeals rejected the defense of state immunity from suit, citing EPG Construction Co. v.
Vigilar.[10] It held that "the doctrine of governmental immunity from suit cannot serve as an instrument for
perpetrating an injustice to a citizen."[11]

The Court of Appeals also ruled that respondents are not entitled to litigation expenses. It held that "[n]o premium
should be placed on the right to litigate and not every winning party is entitled to an automatic grant of costs of
litigation."[12] It further held that "there is no sufficient showing of [MMDA's] bad faith in refusing to pay the
expenses for the waste disposal operations as it relied on Section 2 of RA 7718, Act No. 3083, CA 327 and PD
1445."[13]

The dispositive portion of the Court of Appeals' decision reads:

WHEREFORE, the appeals are DISMISSED. The assailed Decision dated June 9, 2010 and Order dated
August 30, 2012 issued by the Regional Trial Court of Makati City, Branch 133 in Civil Case No. 07-942 are
AFFIRMED.

SO ORDERED.[14]

The Issues

MMDA raises the following issues: (1) whether judgment on the pleadings is proper; (2) whether DMCI and R-II
Builders are entitled to recover the expenses they incurred based on quantum meruit; and (3) whether the COA
has primary jurisdiction over the present case.

The Court's Ruling

The resolution of the issue of whether the COA has primary jurisdiction over the present case will determine
whether there is a need to resolve the first two issues. Thus, the Court deems it necessary to settle first the issue of
jurisdiction.

Respondents posit that "[o]nce the decision holding petitioner liable to respondents on the basis of quantum
meruit and unjust enrichment becomes final, and on the further assumption that petitioner will not volunteer
payment of the judgment award, then that will only be the time that respondents should file their money claim
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with the COA to enforce the final judgment."[15] They argue that "even if the trial court's decision in this case
becomes final, the settlement of [their] money claim is still subject to the primary jurisdiction of the COA."[16]
They further claim that assuming the doctrine of primary jurisdiction applies, this case falls under the exceptions
to this doctrine, namely, alleged unreasonable delay and official inaction on the part of MMDA, and this case
allegedly involves only a purely legal question.

Respondents' arguments are untenable. There is no dispute that MMDA is a government agency in charge of
"those services which have metro-wide impact and transcend local political boundaries or entail huge
expenditures such that it would not be viable for said services to be provided by the individual local government
units (LGUs) comprising Metropolitan Manila."[17] There is also no dispute that respondents are claiming from
MMDA the total amount of P19,920,936.17 representing expenses allegedly incurred for the partial execution of
the interim waste management project for Metro Manila. Since what is involved is a specific money claim against
a government agency, it is clearly within the jurisdiction of the COA.

Under Commonwealth Act No. 327, as amended by Section 26 of Presidential Decree No. 1445, it is the COA
which has primary jurisdiction over money claims against government agencies and instrumentalities.

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. (Emphasis supplied)

Pursuant to its rule-making authority conferred by the 1987 Constitution and existing laws, the COA promulgated
the 2009 Revised Rules of Procedure of the Commission on Audit. Section 1 of Rule II specifically enumerated
those matters falling under COA's exclusive jurisdiction, which include "money claims due from or owing to any
government agency." Section 1 of Rule VIII further provides:

Section 1. Original Jurisdiction - The Commission Proper shall have original jurisdiction over:

a) money claim against the Government; b) request for concurrence in the hiring of legal retainers by
government agency; c) write off of unliquidated cash advances and dormant accounts receivable in amounts
exceeding one million pesos (P1,000,000.00); d) request for relief from accountability for loses due to acts of
man, i.e. theft, robbery, arson, etc, in amounts in excess of Five Million pesos (P5,000,000.00). (Emphasis
supplied)

In Euro-Med Laboratories Phil., Inc. v. Province of Batangas,[18] the Court held that it is the COA, and not the
Regional Trial Court, which has primary jurisdiction to pass upon petitioner's money claim against respondent
local government unit. Such jurisdiction may not be waived by the parties' failure to argue the issue or by their
active participation in the proceedings. The Court ruled, thus:

This case is one over which the doctrine of primary jurisdiction clearly held sway for although petitioner's
collection suit for P487,662.80 was within the jurisdiction of the RTC, the circumstances surrounding
petitioner's claim brought it clearly within the ambit of the COA's jurisdiction.
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First, petitioner was seeking the enforcement of a claim for a certain amount of money against a local
government unit. This brought the case within the COA's domain to pass upon money claims against the
government or any subdivision thereof under Section 26 of the Government Auditing Code of the Philippines:

The authority and powers of the Commission [on Audit] shall extend to and comprehend all matters relating to
x x x 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. x x x.

The scope of the COA's authority to take cognizance of claims is circumscribed, however, by an unbroken line
of cases holding statutes of similar import to mean only liquidated claims, or those determined or readily
determinable from vouchers, invoices, and such other papers within reach of accounting officers. Petitioner's
claim was for a fixed amount and although respondent took issue with the accuracy of petitioner's summation
of its accountabilities, the amount thereof was readily determinable from the receipts, invoices and other
documents. Thus, the claim was well within the COA's jurisdiction under the Government Auditing Code of
the Philippines.

x x x x [19]

In Daraga Press, Inc. v. Commission on Audit,[20] which involved petitioner's money claim for the payment of
textbooks it allegedly delivered to respondent Department of Education-ARMM, the Court stressed the expertise
of the COA, thus:

x x x. The respondent COA, as the duly authorized agency to adjudicate money claims against government
agencies and instrumentalities, pursuant to Section 26 of Presidential Decree No. 1445, has acquired special
knowledge and expertise in handling matters falling under its specialized jurisdiction. x x x.

In Province of Aklan v. Jody King Construction and Dev't. Corp.,[21] the Court reversed the Court of Appeals
and ruled that the COA has primary jurisdiction over respondent's collection suit directed against a local
government unit. The Court further held that all the proceedings in the trial court are void, to wit:

The doctrine of primary jurisdiction does not warrant a court to arrogate unto itself authority to resolve a
controversy the jurisdiction over which is initially lodged with an administrative body of special competence.
All the proceedings of the court in violation of the doctrine and all orders and decisions rendered thereby are
null and void.

In Star Special Watchman and Detective Agency, Inc. v. Puerto Princesa City,[22] the Court held that the COA
retains its jurisdiction even after the issuance by the trial court of a writ of execution, thus:

x x x [I]t is clear that the COA has the authority and power to settle "all debts and claims of any sort due from
or owing to the Government or any of its subdivisions, agencies and instrumentalities." This authority and
power can still be exercised by the COA even if a court's decision in a case has already become final and
executory. In other words, the COA still retains its primary jurisdiction to adjudicate a claim even after the
issuance of a writ of execution.

Significantly, in RG Cabrera Corporation, Inc. v. DPWH,[23] where petitioner originally filed complaints for
collection of sum of money before the trial court and which involved money claims based on quantum meruit, the
Court in the narration of facts sustained the appellate court's ruling that the claims should have been filed with the
COA, to wit:

This prompted RG Cabrera to file five (5) separate complaints for collection of sum of money against the
DPWH before the Regional Trial Court, Branch 52, Guagua, Pampanga (RTC). In all the cases, the Office of
the Solicitor General (OSG) objected on the ground that the said contracts were defective because of their
failure to follow the requirements of the law. xxx.
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When the cases were appealed by the OSG before the Court of Appeals (CA), the RTC decisions were
reversed. The appellate court explained that the state was immune from suit and that the money claims should
have been filed before the COA.

RG Cabrera elevated the cases to this Court, which denied the petitions for failure to show that the CA
committed any reversible error. Thus, the Court sustained the CA ruling that RG Cabrera should have filed its
claims with the COA.[24] (Emphasis supplied)

Notably, in several cases, involving money claims against government agencies based on quantum meruit, the
claims were properly filed or referred to the COA.

In Royal Trust Construction v. COA,[25] the Court directed the COA, in the interest of substantial justice and
equity, "to determine on a quantum meruit basis the total compensation due to the petitioner for the services
rendered by it in the channel improvement of the Betis River in Pampanga and to allow the payment thereof
immediately upon completion of the said determination."

In Eslao v. COA,[26] the Court directed COA "to determine on a quantum meruit basis the total compensation
due to the contractor for the completed portion of the two public works projects involved and to allow the
payment thereof immediately upon the completion of said determination."[27]

In Melchor v. COA,[28] the Court directed the COA to allow in post-audit the payment of P344,430.80 for the
work done by the contractor. The COA was "likewise directed to determine on a quantum meruit basis the value
of the extra works done, and after such determination, to disallow in post-audit the excess payment, if any, made
by the petitioner to the contractor. The petitioner shall be personally liable for any such excess payment."[29]

In the narration of facts in EPG Construction Co. v. Vigilar,[30] the DPWH, which opined that payment of
petitioner's money claims should be based on quantum meruit , referred petitioner's money claims to the COA,
which acted on the same.

In Movertrade Corporation v. COA,[31] the Court affirmed the COA's ruling of inapplicability of the quantum
meruit principle since there was a written contract entered into by the parties, and eventually denied petitioner's
money claim on the ground of breach of contract.

Moreover, the COA itself issued Resolution No. 86-58,[32] dated 15 November 1986, which expresses its Policy
on the Recovery by Government Contractors on the Basis of Quantum Meruit. The first Whereas clause explicitly
recognizes the existence of money claims against the government on the ground of quantum meruit , to wit:

WHEREAS, in the adjudication of claims arising from void government contracts, the issue that is sometimes
presented to the Commission on Audit for resolution is whether or not recovery against the government under
such contracts may be allowed on the basis of the quantum meruit principle[.]

WHEREFORE, the assailed Decision and Resolution of the Court of Appeals are SET ASIDE. Respondents'
money claim against petitioner based on quantum meruit should be filed with the Commission on Audit.

SO ORDERED.

Perlas-Bernabe, Caguioa, J. Reyes, Jr., and Hernando,[*] JJ., concur.

[*] Designated additional member per Special Order No. 2630 dated 18 December 2018.

[1] Under Rule 45 of the Rules of Court.
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[2] Rollo, pp. 14-31. Penned by Associate Justice Ramon A. Cruz, with Associate Justices Marlene
Gonzales-Sison and Ma. Luisa Quijano Padilla concurring.

[3] Id. at 10-12.

[4] Id. at 219-225. Penned by Judge Elpidio R. Calis.

[5] Rollo, p. 225.

[6] Id. at 24.

[7] 647 Phil. 534 (2010).

[8] Rollo, p. 24.

[9] Id. at 25.

[10] 407 Phil. 53 (2001).

[11] Rollo, p. 27.

[12] Id.

[13] Id.

[14] Id.

[15] Id. at 338.

[16] Id.

[17] Republic Act No. 7924, or AN ACT CREATING THE METROPOLITAN MANILA DEVELOPMENT
AUTHORITY, DEFINING ITS POWERS AND FUNCTIONS, PROVIDING FUNDING THEREFOR AND
FOR OTHER PURPOSES. Took effect on 1 March 1995.

[18] 527 Phil. 623 (2006).

[19] Id. at 627-628.

[20] 760 Phil. 391, 408-409 (2015).

[21] 722 Phil. 315, 328 (2013).

[22] 733 Phil. 62, 81 (2014).

[23] 797 Phil. 563 (2016).

[24] Id. at 566.

[25] G.R. No. 84202, 23 November 1988 (Resolution of the Court En Banc), cited in Melchor v. Commission on
Audit, 111 Phil. 801 (1991); Department of Public Works and Highways v. Quiwa, 675 Phil. 9 (2011).

[26] 273 Phil. 97 (1991).

[27] Id. at 107.

[28] 277 Phil. 801 (1991).

[29] Id. at 816.
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[30] Supra note 10.

[31] 770 Phil. 79, 86, 93 (2015).

[32] https://www.gppb.gov.ph/laws/laws/COA_Resolution86-58.pdf (visited 14 February 2019).
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