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### Title:
**Aguinaldo vs. Asuncion: A Dispute Over Earnest Money and Professional Ethics in
Property Sale**

### Facts:
In October 2010, Antonio T. Aguinaldo (the complainant) and Atty. Isaiah C. Asuncion, Jr.
(the respondent) discussed the sale of a property in Banauang, Moncada, Tarlac, owned by
the respondent’s mother. The property measured 4.4 hectares. Aguinaldo agreed to buy the
property and paid P100,000.00 as earnest money. Subsequently, Asuncion requested an
additional  P400,000.00,  which  Aguinaldo  refused  due  to  Asuncion’s  failure  to  present
necessary documents.

Aguinaldo’s  repeated  requests  for  the  return  of  his  earnest  money  were  ignored  by
Asuncion, leading to Aguinaldo’s complaint for disbarment against Asuncion for fraud and
professional  misconduct  under  the  Lawyer’s  Oath  and  the  Code  of  Professional
Responsibility  (CPR).

In  his  defense,  Asuncion argued that  the earnest  money was a  guarantee against  the
complainant backing out, asserting no obligation to refund it since Aguinaldo failed to fulfil
his  part  by  not  making  the  down payment  on  the  agreed  date.  Asuncion  denied  any
unethical use of his profession in the conflict.

The case reached the Integrated Bar of the Philippines-Commission on Bar Discipline (IBP-
CBD), which recommended Asuncion’s suspension for six months, upheld by the IBP Board
of Governors. The matter was then elevated to the Supreme Court for final resolution.

### Issues:
1. Whether Atty. Asuncion violated the Code of Professional Responsibility.
2. Whether the failure to refund the earnest money constituted deceitful conduct.

### Court’s Decision:
The Supreme Court adopted the IBP’s findings, emphasizing that a lawyer’s duty extends
beyond legal expertise and entails ethical conduct, including honesty and fairness in all
dealings. The Court found that Asuncion engaged in deceit by not disclosing the property’s
actual status and by retaining the earnest money despite the transaction’s failure.

On the matter of the earnest money, the Court highlighted the lack of documentation to
prove it  was non-refundable and ruled that,  by default,  such money forms part  of  the
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purchase price and is proof of the contract’s perfection under the Civil Code.

The Court concluded Asuncion’s actions were dishonest, deceitful, and damaging to the
profession’s integrity. Thus, it upheld the IBP’s recommendation for a six-month suspension
from legal practice.

### Doctrine:
The Supreme Court reiterated the principle that the legal profession demands not just
competence in law but also adherence to the highest ethical standards. Any conduct that
falls  short  of  these  standards,  including  dishonesty  and  deceit,  warrants  disciplinary
sanctions. The case reaffirmed that earnest money in a contract of sale becomes part of the
purchase price and its  return is  warranted when the transaction fails  without a clear,
contrary agreement.

### Class Notes:
– **Canon 1, Rule 1.01 of the CPR**: Lawyers must not engage in unlawful, dishonest,
immoral, or deceitful conduct.
– **Earnest Money (Civil Code, Article 1482)**: Considered as part of the purchase price
and evidence of the contract’s perfection unless otherwise agreed.
– Key Concepts: Ethical standards in professional and private dealings; the significance of
transparency and honesty in contractual agreements; the role of earnest money in sale
transactions.

### Historical Background:
The dispute  underscores  the  ongoing challenge within  the  legal  profession to  balance
commercial  transactions  with  ethical  obligations.  This  case  serves  as  a  reminder  and
benchmark  for  attorneys  to  maintain  integrity,  leveraging  historical  jurisprudence  on
earnest money and professional conduct, setting a precedent for future cases involving
similar conflicts between legal duties and personal actions in financial dealings.


