G.R. No. 189158. January 11, 2017 (Case Brief / Digest)

### Title:
James Ient and Maharlika Schulze vs. Tullett Prebon (Philippines), Inc.: A Case on Corporate
Fiduciary Duties and Conspiracy within the Philippine Supreme Court

### Facts:

This complex legal dispute involves two main parties: James A. Ient and Maharlika C.
Schulze (petitioners) against Tullett Prebon (Philippines), Inc. (respondent). Ient is a British
national affiliated with Tradition Asia as CFO, while Schulze is of Filipino/German descent
working for Tradition London. These entities are part of the Tradition Group, an Inter-dealer
Broker (IDB) and a direct competitor of Tullett Prebon (respondent).

In August 2008, Ient and Schulze were directed to establish Tradition Financial Services
Philippines, Inc. (Tradition Philippines). By September 19, 2008, Tradition Philippines was
registered, signaling the Tradition Group’s market expansion, already being serviced out of
Singapore for its Philippine clientele.

The dispute ignited when Tullett, through Gordon Buchan, filed a Complaint-Affidavit
accusing Villalon (former Managing Director of Tullett), Chuidian (ex-Tullett board
member), along with Ient, Schulze, and others, of orchestrating a mass resignation of
Tullett’s brokering staff to cripple the company and benefit Tradition Philippines. This event
allegedly transpired due to several covert meetings led by Villalon and others.

Initial determinations by the Makati City Prosecution Office dismissed the criminal
complaint due to insufficient evidence of coercion or inducement by the accused parties to
resign from Tullett or to engage with Tradition Philippines. However, upon review, the
Secretary of Justice reversed this decision, finding probable cause for violations against
Sections 31 and 34, in relation to Section 144 of the Corporation Code. This led to the filing
of Informations for these alleged violations.

Subsequently, Ient and Schulze challenged this decision through a petition for certiorari in
the Court of Appeals (CA-G.R. SP No. 109094), which was subsequently dismissed,
upholding the Secretary of Justice’s resolution to indict. The case was then escalated to the
Supreme Court for final adjudication.

### Issues:

1. Whether Sections 31 and 34 of the Corporation Code, in relation to Section 144,
prescribe criminal liability for actions allegedly committed by the petitioners.

2. Whether the actions of the petitioners fall within the provisions of the alleged violations
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of the Corporation Code.

3. The applicability of Section 144 to Sections 31 and 34 of the Corporation Code and the
principle of in dubio pro reo (when in doubt, for the accused) in the interpretation of penal
laws.

### Court’s Decision:

The Supreme Court granted the consolidated petitions, reversing and setting aside the
Decision of the Court of Appeals and the Resolutions of the Secretary of Justice. The Court
ruled that Sections 31 and 34 of the Corporation Code did not inherently prescribe criminal
liability for the actions committed by the petitioners in relation to Section 144 of the same
Code. It highlighted the ambiguity in the language of Section 144 and applied the rule of
lenity, resolving doubt in favor of the accused. Thus, it found no compelling evidence to
criminalize the actions under scrutiny, framed within the broader intention of the
Corporation Code to encourage rather than stifle economic growth through corporate
mechanisms.

### Doctrine:

The Supreme Court reiterates the doctrine that penal laws are construed strictly against the
State and liberally in favor of the accused. In cases of ambiguity, statutory interpretation
should err on the side of leniency towards the accused. Moreover, actions violating
corporate fiduciary responsibilities, as alleged under Sections 31 and 34 of the Corporation
Code, do not automatically entail criminal liability in the absence of explicit legislative
intent and clear statutory language to that effect.

### Class Notes:

- **Sections 31 and 34 of the Corporation Code:** Focus on directors or trustees’ fiduciary
duties, imposing civil, not criminal, liabilities for breaches of trust or acts of disloyalty.

- ¥*Section 144 of the Corporation Code:** Should be interpreted cautiously, acknowledging
its ambiguity, especially in applying criminal penalties. Administrative or civil penalties may
apply without clear legislative intent for criminal sanctions.

- **Rule of Lenity:** Ambiguities in penal laws should be resolved in favor of the accused (in
dubio pro reo).

### Historical Background:

This case presents a pivotal moment in Philippine corporate law, accentuating the fine line
between regulatory measures within the Corporation Code and the criminalization of
fiduciary breaches. It underscores the cautionary principle that economic legislation aimed
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at fostering corporate development should not inadvertently create a chilling effect on
corporate governance and entrepreneurship due to an expansive interpretation of criminal
liability provisions.
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