G.R. No. 205578. March 01, 2017 (Case Brief / Digest)

### Title: Georgia Osmena-Jalandoni vs. Carmen A. Encomienda

### Facts:

Carmen A. Encomienda, met Georgia Osmena-Jalandoni in Cebu on October 24, 1995, with
Osmena-Jalandoni acting as a real estate broker for a condominium unit that Encomienda
was purchasing. They developed a friendship, which led to Encomienda lending substantial
sums of money to Osmena-Jalandoni from March 1997 to July 1997, totaling approximately
P3,245,836.02 and $6,638.20. The funds were purportedly for emergencies, bills, and the
hiring of various services. Osmena-Jalandoni did not repay the amounts, claiming the funds
were not loans but help provided by Encomienda out of generosity.

Following unsuccessful conciliation efforts at the Barangay level, Encomienda filed a
complaint against Osmena-Jalandoni. The Regional Trial Court (RTC) of Cebu City dismissed
the complaint, leading Encomienda to appeal to the Court of Appeals (CA), which reversed
the RTC’s decision and ruled in favor of Encomienda, ordering Osmena-Jalandoni to repay
the sums. Osmena-Jalandoni then filed a motion for reconsideration, denied by the CA, and
subsequently appealed to the Supreme Court.

### Issues:

1. Whether or not the funds provided by Encomienda to Osmena-Jalandoni constituted loans
that must be repaid.

2. The application of the principle of unjust enrichment in this case.

### Court’s Decision:

The Supreme Court dismissed Osmena-Jalandoni’s petition, affirming the CA’s decision with
modifications regarding interest rates. The Court found that the presumption of Osmena-
Jalandoni’s argument—that Encomienda provided financial assistance solely out of
generosity—was implausible and contrary to human experience. The Court ruled that the
financial assistance in question benefited Osmena-Jalandoni, and under the principle of
solutio indebiti, she was liable to reimburse Encomienda. Additionally, the Court cited the
principle of unjust enrichment, emphasizing that allowing Osmena-Jalandoni to retain the
benefits without repayment would unjustly harm Encomienda.

### Doctrine:

1. **Solutio Indebiti** - This principle applies when a person receives something of value
under the mistaken belief that there is a legal obligation to do so, the recipient is bound to
return or compensate for the value of the benefit received.
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2. **Unjust Enrichment** - No person shall unjustly enrich themselves at the expense of
another. A party benefiting at another’s expense without just cause is liable for
reimbursement.

### Class Notes:

- **Essential Elements of a Loan:** The lender providing the loan amount, the borrower
receiving the amount with the obligation to pay back the principal sum, and the agreement
on the terms of repayment, whether implicit or explicit.

- **Principle of Unjust Enrichment:** When one party benefits at the expense of another
without just grounds, the benefitted party must compensate the aggrieved party to prevent
unjust enrichment.

- **Contracts:** Can be legally binding whether oral or written, provided all essential
elements are present. The absence of a written document does not invalidate a contractual
agreement.

- **Verbal Loan Agreements:** Recognized as binding under Philippine law, illustrating that
contracts do not always need to be in writing to be enforceable.

### Historical Background:

This case highlights the Philippine judicial system’s approach to disputes involving personal
loans and the principle of unjust enrichment. It underscored the importance of the
intentions behind financial transactions between individuals and set a precedent on how
verbal agreements and the absence of formal documentation do not necessarily negate the
existence of a loan.
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