G.R. No. 173134. September 02, 2015 (Case Brief / Digest)

### Title:
Bank of the Philippine Islands vs. Tarcila Fernandez

### Facts:

The case involves Tarcila “Baby” Fernandez’s demand for her share from four joint AND/OR
accounts released by Bank of the Philippine Islands (BPI) to her estranged husband, Manuel
G. Fernandez, without necessary certificates of deposit. The accounts were set up in 1991,
indicating specific conditions for pre-termination and renewal. Tarcila’s attempt to pre-
terminate these accounts was refused by BPI, which later accommodated Manuel’s similar
request without requiring the actual certificates, based on a pro-forma affidavit of loss and
an indemnity agreement executed with Dalmiro Sian. The transferred funds were ultimately
withdrawn from Sian’s account, which was then closed.

Despite initiating a case against Manuel which was archived, Tarcila sought her share
through a complaint for damages against BPI in the RTC of Makati City, which ruled in her
favor, as did the CA upon BPI's appeal. BPI’s petition centers on the courts’ applicability of
Article 1214 of the Civil Code over conjugal partnership considerations, the breach of
obligations under the deposit agreements, and the validity of actions based on certificates of
deposit and indemnity agreements.

### Issues:

1. Whether BPI breached its obligations under the certificates of deposit.

2. Whether BPI acted in bad faith in releasing the funds to Manuel and facilitating the
transaction to Sian’s account.

3. The legality of invoking the Indemnity Agreement against Sian to release BPI from
liability.

4. The entitlement to exemplary damages and attorney’s fees.

### Court’s Decision:

1. *Breach of Obligation:** The Supreme Court (SC) held that BPI substantially breached
its obligations by terminating the accounts without the physical surrender of the certificates
of deposit, despite knowing they were in Tarcila’s possession.

2. **Bad Faith:** The SC affirmed findings of bad faith against BPI, citing a clear bias and
facilitation of a fraudulent scheme to divest co-depositors of their rightful shares.

3. **Indemnity Agreement:** The SC found the claims of intimidation insufficient to vitiate
Sian’s consent; however, it ruled that equity principles prevent BPI from seeking relief
based on the Indemnity Agreement due to shared culpability in a deceptive scheme.
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4. **Damages:** The SC upheld the award of exemplary damages and attorney’s fees, given
BPI's misconduct and bias.

### Doctrine:

The SC reiterates principles regarding the handling of deposit accounts, emphasizing the
paramount need for banks to operate with the highest degree of integrity, care, and respect
due to the fiduciary nature of banking and the public interest it entails. Additionally, the
doctrine of in pari delicto was applied, preventing a party complicit in a wrongful act from
seeking affirmative relief against another wrongdoer.

### Class Notes:

- **Certificates of Deposit:** A bank’s obligation to ensure identification of account holders
and demand surrender of certificates before termination.

- **Article 1214, Civil Code:** Solidarity in obligations among co-depositors; payment
should be made to the demanding solidary creditor.

- **Bad Faith in Banking:** The importance of unbiased handling of customer transactions
and the implications of favoritism.

- *In Pari Delicto Principle:** Prevents courts from providing relief to a party complicit in a
mutual wrongdoing.

- **Exemplary Damages and Attorney’s Fees:** Awarded in instances of gross negligence,
bad faith, or fraudulent conduct by a bank.

### Historical Background:

This case underscores the critical balance between contractual obligations under banking
operations, the fiduciary duties owed by banks to their depositors, and the legal protections
afforded to ensure fair handling and integrity within financial transactions. It is illustrative
of the judiciary’s role in scrutinizing banking practices and upholding principles of equity
and good faith in the face of wrongful conduct.
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