G.R. No. 134241. August 11, 2003 (Case Brief / Digest)

### Title: Reyes vs. Lim, et al.

### Facts:

David Reyes initiated a lawsuit in the Regional Trial Court of Paranaque on 23 March 1995,
seeking to annul a contract and claim damages against Jose Lim, Chuy Cheng Keng, and
Harrison Lumber, Inc. The dispute revolved around a contract to sell a parcel of land which
Reyes, the seller, entered with Lim, the buyer, on 7 November 1994. Harrison Lumber,
under Keng’s management, was leasing this land. Reyes alleged that Lim conspired with
Harrison Lumber to delay the vacation of the property to accumulate penalties that would
offset the unpaid balance. On the other hand, Lim and Harrison Lumber contended that
Reyes had agreed to an extension for vacating the property. Subsequently, Lim sought to
cancel the contract after discovering Reyes had sold the property to Line One Foods
Corporation. This sale to Line One made the fulfillment of the original contract impossible.

The procedural journey to the Supreme Court began with Reyes’s amended complaint due
to the sale of the property and other developments, including legal actions initiated by Lim.
The trial court’s significant orders included directing Reyes to deposit the P10 million
downpayment Lim had made, and its refusal to consider Reyes’s motions against this
directive. Reyes then sought certiorari from the Court of Appeals, which upheld the trial
court’s orders. Following this, Reyes filed a petition for review in the Supreme Court.

### Issues:

1. Whether the trial court could issue orders requiring Reyes to deposit the P10 million
down payment during the litigation, even though the Rules of Civil Procedure do not
explicitly provide for such a measure.

2. Whether the trial court could rely on equity to issue its orders when there are applicable
laws or rules of procedures regarding provisional remedies.

### Court’s Decision:

The Supreme Court affirmed the decision of the Court of Appeals, rejecting Reyes’s
contentions. The Court highlighted the absence of a specific procedural remedy for the
situation at hand in the Rules of Civil Procedure, which justified the trial court’s recourse to
equity to prevent unjust enrichment of Reyes at Lim’s expense. By seeking rescission of the
contract, Reyes implicitly agreed to the condition of restitution, which justifies the trial
court’s order to deposit the down payment into the court to eventually ensure it could be
returned to Lim. The Court emphasized that equity is called upon to fill the gaps in the law
or procedural rules to achieve justice.
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### Doctrine:

This case reaffirms the principle that equity can be invoked to fill the interstices of the law,
especially to prevent unjust enrichment and ensure restitution when the law or procedural
rules do not provide a clear remedy.

### Class Notes:

- Equity is applied in the absence of, and never against, statutory law or judicial rules of
procedure.

- The principle of unjust enrichment (Article 22, Civil Code of the Philippines) can justify
equitable relief even in procedural matters.

- Rescission of contracts under Article 1385 of the Civil Code requires restitution to the
status quo ante as a precondition.

### Historical Background:

This case illustrates the Philippine judiciary’s flexibility in applying principles of equity to
address gaps in statutory law and procedural rules. It highlights the court’s commitment to
ensuring fairness and justice in contractual disputes, particularly when strict adherence to
procedural norms might result in an unjust enrichment.
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