G.R. No. 173905. April 23, 2010 (Case Brief / Digest)

Title: **Anthony L. Ng vs. People of the Philippines**

**Facts:**

Anthony L. Ng, operating under “Capitol Blacksmith and Builders,” sought a PHP 3 million
credit line from Asiatrust Development Bank, Inc. (Asiatrust) in early 1997 for his business,
which specialized in building telecommunications towers. Ng presented contracts with
Islacom, Smart, and Infocom as part of his credit application. Upon approval of his loan, he
was required to sign various documents, including Trust Receipt Agreements and
Promissory Notes.

Ng encountered difficulties in collecting payments from Islacom and consequently failed to
pay Asiatrust. Asiatrust conducted an ocular inspection, finding most goods sold out.
Following unsuccessful settlement negotiations, a Complaint-Affidavit was filed against Ng
on March 16, 1999. He was charged with Estafa under Article 315, paragraph 1(b) of the
Revised Penal Code, in relation to the Trust Receipts Law, Presidential Decree No. 115.

Despite entering a plea of not guilty and attempting settlements during the trial, the
Regional Trial Court (RTC) convicted Ng of Estafa, sentencing him to a reclusion temporal
maximum of 20 years. He was also ordered to pay Asiatrust PHP 2,971,650.00 with interest.
Upon appeal, the Court of Appeals affirmed the RTC’s decision. Ng then elevated the case to
the Supreme Court via a Petition for Review on Certiorari.

**Issues:**
1. Whether or not Anthony L. Ng is liable for Estafa under Article 315, paragraph 1(b) of the
RPC in relation to PD 115, given the specific circumstances of his case.

**Court’s Decision:**

The Supreme Court overturned the decisions of the lower courts, ruling that the transaction
between Ng and Asiatrust did not constitute a trust receipt transaction as defined under PD
115 but was instead a simple loan. The court found that the goods were not intended for
sale but were used to fabricate steel communication towers, meaning PD 115 did not apply.

It was established that the transaction’s nature did not involve the receipt of goods in trust
for the purpose of selling and remitting proceeds or returning unsold goods, key elements
required for establishing Estafa under the Trust Receipts Law. The court noted Ng's attempt
to settle his obligations and Asiatrust’s failure to make a formal demand for payment as
factors contributing to its decision.
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Ultimately, due to a lack of evidence proving beyond reasonable doubt that Ng committed
Estafa and given the peculiar circumstances surrounding Asiatrust’s handling of the loan
arrangement, the Supreme Court acquitted Ng.

**Doctrine:**

The Supreme Court’s decision reiterated the importance of distinguishing between a trust
receipt transaction and a simple loan agreement. It highlighted that when goods are
received not for sale but for use in manufacturing or processing, PD 115 (Trust Receipts
Law) does not apply. Furthermore, the ruling emphasized that criminal liability under the
Trust Receipts Law requires the actual sale of goods and the misappropriation of proceeds,
elements not present in Ng’s case.

**Class Notes:**

-Key Elements of Estafa Under PD 115

1. Receipt of money, goods, or other personal property by the offender under trust, on
commission, or for administration with an obligation to return or forward proceeds.

2. Misappropriation or conversion of such money or property by the offender or denial of
receipt.

3. Prejudice caused to another.

4. Demand made by the offended party on the offender.

-Important Principles:

1. The nature of the agreement (trust receipt transaction vs. simple loan) is determined by
the intended use of the goods received (for sale vs. for manufacturing/processing).

2. Criminal liability under the Trust Receipts Law (PD 115) hinges on the misappropriation
of proceeds from the intended sale of goods, which must be unequivocally established.

**Historical Background:**

This case elucidates the application of PD 115 or the Trust Receipts Law within the context
of the Philippine business landscape, particularly in transactions involving financing for
manufacturing or processing rather than direct sales. It underscores the judicial system’s
role in clarifying the law’s application and protecting parties from unjust criminal
prosecutions arising from loan agreements mischaracterized as trust receipt transactions.
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