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### Title:
Kalalo vs. Luz: A Legal Analysis of Professional Fees and Contractual Obligations

### Facts:
This case revolves around a dispute between Octavio P. Kalalo, a licensed civil engineer
(plaintiff-appellee),  and  Alfredo  J.  Luz,  a  licensed  architect  (defendant-appellant),
concerning engineering design services fees. On November 17, 1959, they entered into a
contract where Kalalo was to provide design computation, sketches, contract drawing, and
technical specifications, among other services, for Luz’s projects. The fees were based on
percentages of the architect’s fee in various engineering disciplines. Disagreements arose
when Kalalo issued a statement of account on December 11, 1961, claiming PHP 116,565.00
for services rendered, from which PHP 57,000.00 had already been paid, leaving a balance
of PHP 59,565.00. Luz countered with a resume of fees due, totaling only PHP 10,861.08,
and sent a check for that amount, which Kalalo refused, leading to the latter’s filing of a
complaint on August 10, 1962.

The trial  court referred the case to a Commissioner due to the parties’  agreement on
Kalalo’s right to fees but dispute on the proper assessment. The Commissioner’s report
outlined the fees owing and recommended attorney’s fees payment. The parties did not
contest  the  factual  findings  but  raised  legal  issues  regarding  estoppel  and  currency
conversion. Following arguments, the trial court ruled in favor of Kalalo, ordering Luz to pay
the sum of  PHP 51,539.91 and $28,000.00,  the  latter  to  be  converted into  Philippine
currency at the current rate at the time of payment, deducting already made payments, with
legal interest and attorney’s fees.

Luz  appealed  directly  to  the  Supreme  Court,  questioning  the  lower  court’s  findings,
particularly on the application of estoppel, the currency conversion rate, the total balance
owing, the award of attorney’s fees, and the dismissal of his counterclaim.

### Issues:
1. Whether estoppel applies based on the representations made in the statement of account
(Exhibit 1-A).
2.  Whether  the  balance due for  the  IRRI  Project  should  be  paid  in  US dollars  or  its
equivalent in Philippine pesos, and at what exchange rate.
3. The correctness of the Commissioner’s determination of fees due to Kalalo for services
rendered.
4. The award of attorney’s fees by the trial court.
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5. Relief on Luz’s counterclaim.

### Court’s Decision:
1. The Court held that estoppel does not apply as Luz did not rely on the representations in
Exhibit 1-A for his actions. The elements necessary for estoppel were not present.
2. It ruled that the payment should be in Philippine pesos at the current rate of exchange at
the time of  payment,  per  Republic  Act  529,  which prohibits  obligees  from demanding
payment in a foreign currency.
3. It found that questioning the Commissioner’s findings on the fees was not permissible as
Luz had previously agreed not to contest these findings.
4. Regarding attorney’s fees, the Court affirmed the trial court’s decision to award PHP
8,000, stating the court’s discretion in determining reasonable fees and its authority to
modify the Commissioner’s recommendations.
5. The Court found no merit in revisiting Luz’s counterclaim as the previous findings were
upheld.

### Doctrine:
1. Estoppel applies when one party relies on another’s representations to their detriment,
which was not the case here as Luz did not act on Kalalo’s representations in good faith or
to his detriment.
2. Obligations incurred in foreign currency after the enactment of Republic Act 529 are to
be discharged in Philippine currency, using the exchange rate at the time of payment, not
when the obligation was incurred.

### Class Notes:
– Estoppel requires reliance on representation, which must influence the party invoking it.
– Republic Act 529 provisions on obligations in foreign currencies and their discharge in
Philippine currency at the time of payment for agreements post-Act.
– The role of the Commissioner in assessing fees and the court’s discretion in adjusting
attorney’s fees.
– The importance of parties’ agreement on facts and legal issues for subsequent judicial
consideration.

### Historical Background:
This  case  demonstrates  the  evolving  legal  principles  around  contractual  obligations,
professional  fees,  and  foreign  exchange  concerns  within  the  Philippine  legal  context,
highlighting the judiciary’s role in interpreting agreements against statutory provisions and
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determining equitable outcomes.


