G.R. No. L-30205. March 15, 1982 (Case Brief / Digest)

### Title: United General Industries, Inc. vs. Jose Paler and Jose de la Rama

### Facts:

The genesis of this legal controversy lies in the purchase of a 23" Zenith TV set by Jose Paler
and his wife Purificacion Paler from United General Industries, Inc. (Plaintiff) on January 20,
1962, on an installment basis. To guarantee the payment, the Palers executed a promissory
note amounting to P2,690.00, further secured by a chattel mortgage over the TV. However,
due to violation of the terms of the chattel mortgage, the Plaintiff initiated a criminal action
for estafa under Article 319 of the Revised Penal Code against the Palers. To extrajudicially
settle this criminal case, Jose Paler and a co-defendant, Jose de la Rama, issued a
promissory note in favor of the Plaintiff dated April 11, 1964, for P3,083.58. Despite
repeated demands, payment was not made, leading to the lawsuit.

At the pre-trial, neither the defendants nor their counsel appeared, resulting in a default
verdict in favor of the plaintiff, leading to judgment based on the pleadings. The defendants
admitted to the execution and non-payment of the promissory note but appealed the
decision, challenging the enforcement of an obligation arisen from the compounding of a
crime.

### Issues:

1. Whether an obligation resulting from the compounding of a crime can be enforced legally.
2. The applicability of legal recovery from Jose de la Rama, an alleged accommodation
signer.

3. The distinct obligations of Jose Paler towards the Plaintiff, independent of the contested
promissory note.

### Court’s Decision:

The Supreme Court identified merit in the appellant’s contention, aligning with established
jurisprudence that an agreement to stifle the prosecution of a crime is contrary to public
policy. Consequently, no recovery could be made against Jose de la Rama, as the cause of
the underlying promissory note was identified as illegal. However, the Court differentiated
Jose Paler’s situation due to his original indebtedness derived from the purchase and
subsequent default on the TV set. It recognized an obligation independent of the disputed
promissory note, emphasizing principles of justice, due process, and prevention of unjust
enrichment.

### Doctrine:
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The decision reiterates the doctrine that agreements made for the purpose of compounding
a crime are unenforceable due to being contrary to public policy. Additionally, it
underscores the principles of avoiding unjust enrichment and satisfying valid and just debts
as prescribed under Articles 19 and 2208 of the Civil Code of the Philippines.

### Class Notes:

- *Unenforceable Agreements**: Agreements intended to stifle prosecution for a crime are
contrary to public policy and, therefore, unenforceable.

- **Independent Obligations**: Parties may have obligations arising independently of
unenforceable agreements, particularly if such obligations pertain to preventing unjust
enrichment.

- **Tust Obligations and Unjust Enrichment**: Legal actions can proceed based on just
obligations, especially under the principles enshrined in Article 19 (acting with justice,
giving everyone his due, observing honesty and good faith) and Article 2208 (recovery of
attorney’s fees in cases of gross and evident bad faith) of the Civil Code.

### Historical Background:

The case illustrates the tension between the enforcement of contractual obligations and
public policy considerations, especially when criminal actions intersect with civil
transactions. The decision reflects a legal ethos aiming to balance the integrity of judicial
processes with ensuring that individuals fulfill their legitimate financial obligations without
benefiting from wrongful acts.
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