PCSO’s dilemma
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Manila Standard Today

The feud between the Philippine Charity Sweepstakes Office and its service provider, the Philippine Gaming and Management Corporation (an affiliate of the Malaysian corporate giant Berjaya), is heating up.

PGMC/Berjaya intensified its offensive with a series of full-page ads in the major newspapers to ventilate its issues against PCSO which is mainly the two contracts awarded by PCSO against its rival Pacific Online “without any public bidding”.

In its paid ad, PGMC/Berjaya demanded that PCSO “make public copies of 2 contracts you awarded without any public bidding.”

One of the contracts extended Pacific Online’s installation and maintenance of lottery facilities arrangement in the Visayas and Mindanao with substantially lowered fees.  The other contract allows Pacific Online to operate in Luzon.  This is vehemently opposed by PGMC/Berjaya which insists that Luzon is its exclusive contractual territory.

In a previous column, we raised the issue of a similar extension of contract made to PGMC/Berjaya during the Arroyo administration and we asked whether PGMC/Berjaya’s contract extension was subjected to a public bidding.

PGMC/Berjaya’s feisty legal counsel, Jose Bernas, sent us a letter addressing this issue. The full text of the letter reads:

“In your column of April 12, 2013, you stated that I should clarify whether PGMC’s contract expired in 2007, and how the supposed expiration weighs in on questions about favoritism.

“PGMC’s lease agreement was amended in 2004, not 2007.  The amendment extended the term of PGMC’s contract in exchange for a complete overhaul of equipment prior to the expiration date in 2007.  The amendment was a result of a business judgment made by PCSO and was intended to increase revenue.  As a result of the equipment upgrade, revenue after the upgrade grew sharply by an average of 16% per year, only to drop sharply after the current board took over in 2010.  You may also be interested to know that Ms. Margarita Juico, current chair of PCSO, signed the amended contract.

“The amendment of PGMC’s contract took place later, TWO YEARS after Pacific Online’s contract was extended by PCSO.  It took two years for PGMC to convince PCSO that PGMC should be treated equally or fairly.  Perhaps, this is what your informant should have explained to you.  Certainly, the earlier contract extension of Pacific Online will say more about favoritism.

“My observation has been that information about fairness which is conveyed under cover of darkness or anonymity is usually polluted or poisonous.  Perhaps you can ask Margie Juico or Pacific Online to bring out into the sunshine their recent contracts for granting Pacific Online entry into Luzon and an extension after March 31, 2013.”

Of course there are two sides to this issue.

PCSO sources say that what should be stressed was that the service rate of PGMC was increased from 4.75 percent of the total revenues generated by lotto outlets, which equipment  is provided for and service by PGMC/Berjaya to 10 percent when its contract was extended to 2015.

The sources say that based on PCSO records in the first three years after its contract extension, PGMC/Berjaya chalked up earnings of about P20 billion.

The friction between PCSO and PGMC/Berjaya apparently started when PCSO began negotiating for lowering the 10-percent fees being charged by PGMC.

PCSO had to make the renegotiation after the powerful Senate Blue Ribbon Committee, after a series of hearings on PCSO operations, said PCSO should negotiate the lowering of the fees being charged by its service providers. The Blue Ribbon Committee’s directive was seconded by the Commission on Audit which said that the 10-percent fees were high.

Pacific Online, the PCSO service provider for Visayas and Mindanao, was amenable to the renegotiation.

In mid-2012, Pacific Online agreed to lower its charge to 9.85 from June to December 2012, and then to reduce it further to 7.75 percent when PCSO extended its contract which expired in March this year.

PCSO chair Margie Juico said the estimate that the further reduction of the Pacific Online fees to 7.75 percent would infuse an additional P1.3 billion to PCSO’s charity find.

PGMC/Berjaya on the other hand was adamant that there should be no reduction in the 10 percent fee provided in its contract. Legally, it would seem that PGMV/Berjaya has the right to refuse to lower its rate and match Pacific Online’s reduced rates.

The hard stance of PGMC/Berjaya to stick to the 10 percent fees under its contract became a dilemma for PCSO as far as new lotto facilities in Luzon are concerned.

The PCSO predicament was this: would it use the services of PGMC/Berjaya, which charges 10 percent, or would it use the services of its other service provider which charges 7.75 percent?

Faced with this dilemma, the PCSO finally decided to allow Pacific Online to roll out lotto facilities in Luzon.

There are lawyers in the PCSO board and in the PCSO management. Certainly they know that giving the services to a provider which charges more will open themselves up to charges of plunder because the amount involved could amount to billions.
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