G.R. No. L-26339. December 14, 1979 (Case Brief / Digest)

### Title: Pamintuan v. Court of Appeals & Yu Ping Kun Co., Inc.

### Facts:

In 1960, Mariano C. Pamintuan held a barter license authorizing him to export corn to Japan
in exchange for plastic sheetings. Pamintuan agreed to sell these plastic sheetings to Yu
Ping Kun Co., Inc. (the company) with specific terms regarding delivery and the opening of
a domestic letter of credit by the company. The company fulfilled its obligations, opening a
letter of credit. Pamintuan received the plastic sheetings in shipments but failed to deliver
the complete agreed quantity, withholding significant portions and selling some at
overpriced rates. The parties had agreed on a fixed price per yard, with Pamintuan
delivering lower-quality sheetings than expected and refusing to deliver the remainder. Yu
Ping Kun Co., Inc. filed a complaint for damages.

### Procedural Posture:

The case went through the trial court, which awarded damages, including unrealized profits
and overpayment to Yu Ping Kun Co., Inc. This decision was appealed to the Court of
Appeals, which affirmed the decision, modifying it by disallowing moral damages.
Pamintuan then elevated the matter to the Supreme Court.

### [ssues:

1. Whether liquidated damages stipulated in the contract of sale preclude the recovery of
compensatory damages for the breach of contract.

2. The appropriateness of issuing a writ of attachment.

3. The determination of fraud on the part of Pamintuan in the fulfillment of the contract.

### Court’s Decision:

The Supreme Court meticulously analyzed the case, affording considerable weight to the
findings of fraud against Pamintuan, including overpricing and incomplete delivery. It
decided that the stipulation for liquidated damages in the contract does not bar the recovery
of actual damages in case of fraud. Consequently, the Court modified the awarded damages,
excluding the stipulated liquidated damages but affirming the compensatory damages
documented by the lower courts. The Court agreed with the appellate court’s finding of
fraud, crucial in determining the limitation of the liquidated damages clause. Thus, Yu Ping
Kun Co., Inc. was entitled to compensation minus the liquidated damages but inclusive of
unrealized profits and overpayment.

### Doctrine:

© 2024 - batas.org | 1



G.R. No. L-26339. December 14, 1979 (Case Brief / Digest)

The decision established or reiterated the principle that liquidated damages serve as a
penalty meant to pre-settlement for breaches of contract. However, this does not preclude
the recovery of actual proven damages, especially in instances of fraud in fulfilling the
contractual obligation.

### Class Notes:

- **Liquidated Damages vs. Actual Damages**: Liquidated damages are predetermined
damages agreed upon at the time of contract formation, meant to serve as a penalty for
breach. Actual damages need to be proven and can supersede liquidated damages when
fraud is involved.

- **Fraud in Contractual Obligations**: The finding of fraud in contractual dealings can alter
the remedies available, allowing for actual damages beyond the liquidated damages agreed
upon.

Legal Provisions:

- **Civil Code, Art. 1226**: Highlights the role of penalties in obligations, indicating that
recovery of actual damages is possible if fraud is involved.

- **Civil Code, Art. 1171**: Responsibility for damages arising from fraud is demandable in
all obligations.

### Historical Background:

This case underscores the importance of clear contractual terms, the consequences of
breaching said terms, and the judicial discretion in awarding damages based on the conduct
of the parties involved. It mirrors the legal landscape in the Philippines regarding contract
law, emphasizing the principle that fraudulently breaching contractual obligations can lead
to more severe penalties than initially stipulated.
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