Cases of Graft and Corruption under the Arroyo Administration

MAJOR GOVERNMENT PROJECTS/PROGRAM

IMPSA Deal – US$14 M bribery

	If Perez pocketed the US$2 million, where could have the bigger allocation of the bribe amounting to a whooping US$ 12 million gone. .


January 24, 2001, four days after Arroyo stepped to the presidency, appointed Justice Secretary, Hernani Perez, approved the contract with the Argentine firm, Industrias Metalurgicas Pescarmona Sociedad Anomina (IMPSA) to build the Caliraya-Botocan-Kalayaan (CBK) power plants. According to former Rep. Mark Jimenez (currently, extradited to US facing illegal contributions to the democratic party, mail fraud and tax evasion) and Rep. Willie Villarama, Perez accepted the multi-million dollar bribe offer to change the ruling of the DoJ in favor of IMPSA.

The deal according to Villarama and Jimenez positively involved Perez raking in US$2 million. Jimenez presented as evidence the paper trail of the transfer of the amount from a Uruguayan bank to the Coutts Bank of Hong Kong with Perez using conduits. The principal conduit was a known GMA crony and province-mate Ernest Escaler, who escaped the country in a huff. The other is banker Ramon Arceo, brother-in-law of Perez. Subsequently, an airline manifesto listed Nani Perez and Escaler along with General Berroya and a certain Mr. Macapagal as among the passengers who went to Hong Kong on the same date as the alleged bribe money was coursed through Coutts Bank. Villarama and Jimenez strongly believed that the “honorable” Nani Perez partook of the 2-million US dollars out of a larger 14-million US dollars bribe coughed up by the Argentine firm in exchange for the Arroyo government’s approval of the IMPSA project.

Now the bigger question is, "If Perez pocketed the US$2 million, where could have the bigger allocation of the bribe, amounting to a whooping US$ 12 million, gone?"

	Perez is currently under the investigation of the Swiss Government for money laundering


The prosecuting magistrate of the Swiss Confederation has requested Philippine judicial authorities for legal assistance in a police judiciary investigation of former Justice Secretary Hernando Perez, his wife Rosario, his brother-in-law Ramon Arceo and investment banker Ernest Escaler. A copy of the "Request for Legal Aid on a Criminal Matter" dated March 17, 2003 obtained by reporters showed evidence of money laundering activities allegedly involving the Perez couple, Arceo and Escaler. The document showed that three separate accounts were opened at the EFG Private Bank SA, Geneva branch in 2001. These are account number 338-118 opened on March 5, 2001 under the name of Rosario Perez and Arceo, account number 338-128 opened on March 27, 2001 under the name of Escaler, and account number 338-372 opened on March 11, 2002 under the name of Lucky Clover Enterprises Limited at the request of Escaler. According to the document, Rosario and Arceo were the "economic eligible persons of the assets deposited in account 338-118, for which they established the power of attorney in favor of Hernando Perez." Meanwhile, Escaler was declared the economic eligible person for the assets deposited in account 338-372. It was also revealed that a person authorized by Capcet Limited signed the documents for the account and the EFG Financial Advisor Pte. Limited based in Singapore "tied up" the banking relations.
President Diosdado Macapagal Boulevard (PDMB) Project - PhP 700 Million Overprice

	The project amounted to PhP 1.1 billion due to the overpricing of almost PhP 700 million


The construction of the 5.1 km. PDMB was more than a hundred percent overpriced according to Sulpicio Tagud, Jr., then board director of Public Estates Authority (PEA). The project amounted to PhP 1.1 billion due to the overpricing of almost PhP 700 million. The project was already overpriced, but it was further aggravated with the number of “price adjustments” asked by the Jesusito D. Legaspi Construction (JDLC), the firm that won the bid, which the PEA recklessly approved. Meanwhile, the almost P700 million overpriced allegedly diverted from the PDMB project remains unaccounted for. This could be seen as a bigger scam especially to the millions of GSIS payers who, without being aware of it, helped fund the project from their own savings.

Philippine International Air Terminals Co. (PIATCO) Extortion

This project was the construction of Terminal 3 of the Ninoy Aquino International Airport (NAIA) by the Philippine International Air Terminals Co. (Piatco) in Parañaque. The 1.1-km long, four-storey terminal NAIA-3 was supposed to open last Dec. 15 but was aborted due to legal controversies surrounding Piatco’s contract.

Both the Ombudsman and the House Committee on Transportation and Communication have studied the PIATCO contract and have found it advantageous to the government. The government corporate counsel also ruled last October, 2002 that the concession agreement was legal and not onerous. One report said the government "stands to earn much more than what it originally expected."

The terminal was already 97 percent complete according to DoTC officials. Four times bigger than the present Terminal 1, the NAIA-3 terminal will feature the country’s first moving walkway aside from offering the most advanced security system with the state-of-the-art baggage screening and explosives-detecting machines. Among those expected to benefit are overseas Filipino workers (OFWs) and Muslim Filipinos who will be exempted from the payment of terminal fees. Sadly, the controversy that continues to grip NAIA-3 has delayed all these promised developments.

It is alleged that Malacanang through Villaraza law office tried to extort US $ 20 million from Fraport, a German firm which has a 30 percent stake in Piatco, in exchange of legal favor.
Now, the Government of the Philippines (GOP) is “sued by Fraport AG which operates some of the largest airports in 38 countries all over the world before the International Center For Settlement of Investment Disputes in Washington DC. In the suit, Fraport accuses the Arroyo government of forcing them to “engage the services of the politically-connected F. Arthur ‘Pancho’ Villaraza,” otherwise “…the successful commercial operation of NAIA Terminal 3 would not be allowed to occur.” “Mr. Villaraza would be able to achieve this result upon payment for unspecified purposes of several tens of millions of US dollars.”  (Senator Ping Lacson, Incredible Hulk Part III)

“The President was formally alerted by Fraport officials of this extortion try in a Feb. 24, 2003 letter which was officially received by Malacañang. The Fraport letter, signed by its chairman, William Bender, was accompanied by a disc which contained the tapped conversation between Fraport officials and their lawyers, where the topic was the $70-million extortion attempt made on them by Arroyo aides, Presidential Adviser on Strategic Projects Gloria Tan-Climaco and presidential legal counsel Avelino “Nonong” Cruz as well as Mrs. Arroyo's personal lawyer, confidant and fund-raiser F. Arthur “Pancho” Villaraza” (Philippine Tribune, October 16, 2003)

JUDICIARY

Judicial Development Fund - Misuse of PhP 2 Billion

The Judicial Development Fund was created through a Presidential Decree 1949, issued by the late President Marcos in 1984. The 1984 law established the JDF for the benefit of members and personnel of the Judiciary “to help ensure and guarantee the independence of the Judiciary as mandated by the Constitution and public policy, and required by the impartial administration of justice.” The funds, derived from legal fees, among others, were intended to augment the allowances of judiciary members and employees, and finance the acquisition, maintenance and repair of office equipment and facilities.

The fund is estimated to reach around PhP2 Billion. It is alleged that:

· The Supreme Court has misused the fund to finance the Mansions of Justices in Baguio City 

· Many employees have complained about the fund’s misuse. From a high of PhP 7, 000 in additional monthly allowance that they receive through the fund, it dwindled to just PhP1, 800. 

· Overpricing in the acquisition of vehicles, office equipment and other facilities in the Judiciary through the JDF. 

Note: With these allegations, there are initiatives in the House of Representatives for investigation of the fund as well as impeachment complaint against some Justices of the Supreme Court.

MILITARY

Oakwood Incident. 

In the wee hours of July 27, 2003, the military junior officers seized the Oakwood hotel in order for them to air their grievances to the government which the Arroyo administration totally ignored.

Manila, August 1, 2003 by Ann Corvera (STAR). Armed Forces chief Gen. Narciso Abaya has admitted that corruption thrives in the military, from the top of the hierarchy to the company commanders in the field. However, Abaya, in an interview on the ANC cable television program "On Line" Wednesday night, did not elaborate on the forms of corruption in the Armed Forces. "This graft and corruption is not only at the highest levels (of the military)," he said. "I admit there is graft and corruption at all levels even down to the company commander level."

The mutinous soldiers belonging to Magdalo Group alleged that:

· The AFP top brass are engaged in selling of arms and ammunitions to MILF and NPA 

· Gasoline is sold to enemies of the state and to private individuals 

· The government is involved in the Davao Bombing 

Lockheed Deal

PCIJ conducted an investigation on Lockheed Martin Corp., the world's biggest defense contractor at the Air Force facility in Clark Air Base in Pampanga, and reported that the company's presence in the base is without a legal lease or rent contract. PCIJ disclosed that Lockheed's presence at Clark is part of a Php 2.1 billion contract to purchase four 30-year-old C-130 planes. Reportedly, the AFP's top military officials signed the contract in secrecy and haste and without benefit of a public bidding. Further, the Philippine government has not approved the contract.

The report cited that an internal Air Force study revealed that the C-130s were expensive to operate and maintain. The National Security Council, too, has proposed to reject the contract, for it was "grossly disadvantageous" to the Philippine government. The purchase of the planes does not even have appropriations cover from the Congress nor the Armed Forces Modernization Program funds. Lockheed, however, has arranged for financing from the US Export-Import Bank although government officials have yet to see the loan papers.

Two years ago, Lockheed offered a price of US$35 million for the same four planes, The new contract price is US$41 million or US$6 million more expensive than before, but, surprisingly, the Philippine Air Force, nevertheless, entered into it.

Budget Secretary Boncodin said that even if the negotiated contract could be justified because Lockheed Martin was the sole manufacturer of the C-130 Hercules plane, the key issue was that the deal was not covered by any appropriations from Congress nor the AFP. The Defense department's budgets for 2000 and 2001 have zero appropriation for Capital Outlay because all the funds have been put under the Modernization Program. If the C-130 deal should be covered at all, the funding should come from the Modernization Fund, she said. That implies, however, that the contract will have to be subjected to the strict rules on public bidding of the AFP Modernization Law.

But on her birthday last April 5, President Arroyo and her Cabinet members attended the "soft launch" of the Lockheed Martin "Aircraft Service Center" at Clark. A Cabinet secretary said Arroyo even opened a champagne bottle during the ceremony in what looked like a new facility because it had a fresh coat of paint.

MORE CORRUPTION PERPETRATED BY ANOTHER BRANCH OF GOVERNMENT

The First Gentleman

Rice Smuggling has been a persistent problem ever since GMA was installed President after EDSA 2. An official of the Bureau of Customs claims that the reason why they were unable to stop smuggling was due to lack of resources such as ships to patrol the seas and the country’s long shoreline which is very hard to monitor. Moreover, it was harder to seize the contraband if it involves high official/s, their relatives or their cronies. It is even more difficult if it involves no less than the First Gentleman, Mike Arroyo, himself.

Dailies have it that close associates of the First Gentleman are allegedly perpetrating this act.

"Despite several successful interceptions of smuggled rice in the recent past no single person has been investigated fully and brought to jail. The government appears toothless in saving the lot of our rice farmers numbering about 2 million. Our local rice industry is in crisis." (Rice in Crisis, 8/16/01) 

In Amado P. Macaseat’s article “Subic, Now a Smuggling Capital?” (Malaya, May 12, 2003) he wrote, "Asked what happened to the rice smugglers threatened with death by President Arroyo, the customs official replied that none of them have even been questioned." Rice smuggling is a serious problem that needs to be addressed immediately. As it is, it has hurt a number of farmers who cannot compete with the low price of smuggled rice but it will hurt more at the rate that none has been charged or punished by the government. This unending vicious cycle will not stop unless the government starts putting the rice smugglers in prison. Moreover, it has tremendously hurt the economy –these smuggled goods enter our country tax-free.

Telephone Franchise Scam

It all started last April 18, 2001. The President vetoed the House Bill (HB)12671, which consists of “an act granting the Philippine Communication Clearinghouse Inc. (PCCI) a franchise to conduct, establish, install maintain and operate wire and/or wireless telecom system throughout the Philippines,” due to the recommendation of DoTC Secretary, Pantaleon Alvarez. According to him, only the clearinghouse stands to profit. The government, on the other hand, will only receive a minimal amount.

On July 17, Mike Arroyo in a radio interview revealed that a palace secretary resigned as s/he was allegedly involved in a scam. Three days later, Veronica "Bing" Rodrigo, the supposed palace secretary pointed an accusing finger to the First Gentleman for pocketing PhP 50 million from PCCI in exchange of his influence to the President to recall the veto on the Telecommunication Franchise.

Although, the veto was not recalled, we cannot readily dismiss that there was no bribery that took place between the First Gentleman and the Telecommunication Company.

It could have been the story of anyone who wants to make money out of the approval of the franchise by raising the veto option of the President as the real threat. By letting the Secretary of Transportation and Communications recommend the veto of the bill in writing, this is to put on pressure to the franchise seeker to negotiate within 30-day period given to the President to act on the bill before it lapses into law. Then instruct the Presidential Correspondence Secretary to convince the franchise seeker that with the right amount, this can change the recommendation of secretary of DoST. Since the veto of the bill had not been recalled, naturally the palace secretary may solely be blamed, but she would not let it happen, so she disclosed the grand scheme of bribery and extortion was orchestrated by no less than the First Gentleman himself.

PCSO Scam - Misuse of PhP250 Million Advertisement Funds 

Robert Rivero, a PCSO Consultant, revealed that Mike Arroyo with the full knowledge of President GMA used the PCSO advertisement funds for the election campaign of PPC candidates particularly Juan Flavier, Joker Arroyo, Ernesto Herrera and Obet Pagdanganan.

In a letter to President GMA, Rivero stated that “ I am also prepared, Mrs. President, to face the consequences of my actions in negotiating the ad contracts for RMN and Bombo radio which involve free advertisements and promotions worth over PhP 12.8 Million for all the 13 senatorial candidates of PPC. The ad contracts for RMN and Bombo Radio allowed us to promote our press releases on the Erap arrest issue especially during the May 1 mob attack on Malacañang. The contracts for these two radio networks are justified because survey results from KBP and the Radio Research Council shows that these are the top two networks in Mindanao and Visayas. No one can dispute PCSO’s ad placements in these networks made are more than worth their costs”. ( June 14, 2001, Letter to the President)

The Pwersa ng Masa (PnM) statement said that PCSO insiders revealed some 150 million Philippine pesos (PhP) in PCSO funds were used to bankroll a series of negative TV and print advertisements against PnM candidates tagged as leaders of a rebellion plot and the party as a whole (Business World, Internet Edition, May 9, 2001)

The Modus Operandi was: to use the PCSO funds to pay for the airtime of PPC Senatorial Candidates instead of PCSO advertisements in the form of press releases, interviews and jingles for the candidates.

CIVIL SOCIETY

PEACe Bond

On October 2001, the bidding for the Poverty Eradication and Alleviations Certificates (PEACe) bonds was held wherein the Caucus of Development NGO Networks (CODE-NGO), comprised of 12 NGO networks, through the Rizal Commercial Bank Corporation (RCBC) won the bid of the 10 year zero-coupon bonds worth PhP 35 million, which was meant for reselling. This scheme yielded for CODE-NGO a value of PhP 1.487 billion for an endowment fund for its poverty alleviation projects through the Peace and Equity Foundation.

However, the anomaly lies in the CODE-NGO having an advantage in the bidding process. The Chair of CODE-NGO was Ma. Socorro Camacho-Reyes, the sister of finance secretary Isidro Camacho. The bidding took place at the Department of Finance. The chair being the sister of the Finance Secretary may somehow have influenced the result of the bid to their favor. Also allegations of bid fixing were raised last January 2002 by the Freedom from Debt Coalition (FDC) and the Action for Economic Reforms (AER). Because of the Chair's close relation to the Finance Secretary, they may have had inside information on the bidding process or even manipulated the whole process to their advantage.

PCSO/Gawin Natin-Lakas Pinoy “Feeding Project” cum “Run Gloria Run” campaign posters
The Incredible Hulk Part III of Sen. Panfilo Lacson revealed anomalies at PCSO with a non-government organization amounting to P2.8M intended for a feeding project but allegedly used for Run Gloria Run posters. Another medical service of this NGO was funded by  PCSO but again used for a pro-GMA motorcade campaign. These transactions at the PCSO were approved by no longer President Gloria Maapagal-Arroyo. Portion of Senator Lacson’s speech on the issue incude:

Why can “Gawin Natin- Lakas Pinoy” get practically anything from PCSO? The secret is Raul Nestor Ancheta, one of the incorporators. Ancheta is the chief of staff of Rosario Uriarte. 


Who is Rosario Uriarte? The general manager of PCSO. She was with President Arroyo since their GTEB days at DTI, consultant when GMA was senator and Vice President. Then appointments secretary when GMA became President. 


The paper trail ends in Malacanang. Mrs. President, why are public funds being used for your campaign this early? Where are the originals? 


Pera para sa mga mahihirap, kinurakot pa! Mrs. President, you have violated the charter of the PCSO. Ano pa ang ibang mga milagro sa PCSO? 


We are asking the President to allow an independent audit of PCSO’s records. Of special concern is PCSO’s unaudited balance amounting to over P385 million as of December 2002. 
GOCCs

TAX SCAM. The government has uncovered a P205-million tax diversion scheme involving a key officer of the Land Bank of the Philippines and probably with the connivance of some revenue officials. Fictitious accounts were opened at their Binangonan, Rizal, branch under the following names: Roberto Lucero, opened on April 26, 2001, with initial balance of P73.7 million; Alma Clemente, opened on May 11, 2001, with P54.1 million; Jose Francisco, on June 21, 2001, with P29 million; and Joven Aquino, on Feb. 11, 20

The Fraport letter, signed by its chairman, William Bender, was accompanied by a disc which contained the tapped conversation between Fraport officials and their lawyers, where the topic was the $70-million extortion attempt made on them by Arroyo aides”


(Philippine Tribune, October 16, 2003)








