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### Security Bank Corporation vs. Philippine Industrial Security Agency Corporation and
Liberty Insurance Corporation: An Analysis of Contractual Obligations and Liabilities

#### Facts:
This case revolves around a “Contract of  Security Services” (CSS) agreement between
Security Bank Corporation (SBC) and Philippine Industrial Security Agency Corporation
(PISA),  where  PISA was  contracted  to  provide  security  services  for  SBC.  Following  a
robbery at SBC’s Taytay Branch resulting in a loss of PHP12,927,628.01, an issue arose
regarding the liability for the loss. Notably, two PISA security guards were suspected to be
involved in the robbery.

At the time of the robbery, the branch was also covered by an insurance policy from Liberty
Insurance Corporation (LIC), promising indemnity against such losses. After the incident,
PISA paid SBC PHP3,027,728.01 as part of a Post-Robbery Agreement (PRA), aiming to
cover the gap between the total loss and the insured amount.

However, when SBC’s claim for the remaining amount was denied by LIC citing involvement
of PISA’s guards, SBC sought indemnification from PISA based on the CSS and PRA. PISA’s
refusal, citing the claim’s prematurity and the conditions specified in the PRA about the
circumstances under which SBC could claim from PISA, led SBC to initiate a legal action
against PISA and LIC.

The subsequent legal journey saw the Regional Trial Court (RTC) dismiss SBC’s complaint
against PISA as premature, a decision later affirmed by the Court of Appeals. This prompted
SBC to elevate the matter to the Supreme Court, challenging the interpretation of the PRA’s
conditions and the prioritization of agreements.

#### Issues:
1. **Nature of the “could not be recovered” condition in the PRA:** Whether SBC’s right to
action against PISA accrues only upon final adjudication of non-recovery from LIC.
2. **Interplay between the CSS and the PRA:** Whether the PRA’s provisions specifically
addressing PISA’s potential liability override the general liability outlined in the CSS.

#### Court’s Decision:
The Supreme Court granted SBC’s petition, reversing the Court of Appeals’ decision. It held
that:
– **Regarding the “could not be recovered” condition,** the court clarified that requiring a
final judgment as evidence of non-recovery from LIC was an unreasonable interpretation.
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The PRA only necessitated that the indemnity “could not be recovered,” which the LIC’s
denial letter satisfied.
– **On the relationship between the CSS and PRA,** the court determined that the PRA,
while tailored to the specific robbery incident, did not supersede the CSS in its entirety.
Both agreements were to be considered together, with the PRA providing additional context
but not nullifying existing provisions of the CSS regarding liability.

#### Doctrine:
This case establishes that when interpreting contracts, particularly those with seemingly
conflicting provisions, the agreements must be read as a comprehensive whole. Conditions
implied within a contract should not be interpreted in a manner that unduly restricts clear
rights granted in related or overarching agreements unless explicitly stated.

#### Class Notes:
–  **Interpretation  of  Contracts:**  Look  at  contracts  in  their  entirety  to  understand
provisions in context rather than isolation.
–  **Suspensive  Conditions:**  A  condition  that  delays  a  party’s  obligation  until  the
occurrence of  a  specified event should be clearly  defined and not  assumed to require
judicial intervention unless expressly stated.
– **Relationship between Multiple Agreements:** Subsequent agreements specific to certain
events or conditions do not automatically negate the general provisions of an overarching
agreement unless there is a clear intention to do so.

#### Historical Background:
This case illustrates the complexities of contractual relationships and obligations that arise
in the aftermath of unforeseen incidents, such as robberies, and how these are negotiated
through  additional  agreements  like  the  PRA.  It  demonstrates  the  judiciary’s  role  in
clarifying  these  relationships,  especially  where  the  interpretation  of  contractual  terms
affects the obligations and liabilities of the involved parties.


