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**Title:** Gutierrez Hermanos vs. Oria Hermanos & Co.

**Facts:**

– **Commercial Relationship**: Gutierrez Hermanos and Oria Hermanos & Co. engaged in
commercial transactions, leading to the opening of a mutual current account at 8% interest.
–  **Account Declarations**:  On January 11,  1909, Gutierrez Hermanos sent a year-end
account statement to Oria Hermanos & Co., showing a balance of P144,473.78 in favor of
Gutierrez Hermanos. This account was acknowledged by Oria Hermanos & Co. on March 9,
1909.
– **Account Closure**: On May 25, 1909, Gutierrez Hermanos notified Oria Hermanos & Co.
that the current account would be closed in 30 days and that the final balance should be
settled. The closing balance totaled P147,204.28.
–  **Lawsuit  Initiation**:  Gutierrez  Hermanos  filed  a  suit  in  the  Manila  Court  of  First
Instance on August 12, 1909, seeking payment of P147,204.28 plus 8% interest.
– **Counterclaim**: Oria Hermanos & Co. denied the debt and counterclaimed, alleging
mismanagement and fraud by Gutierrez Hermanos concerning the sales of goods and other
business transactions.

– **Procedural History:**
– **Trial Court Ruling**: The trial found in favor of Gutierrez Hermanos for the balance
amount but also required Gutierrez Hermanos to render accounts for specific transactions
where fraud or errors were alleged by Oria Hermanos & Co.
–  **Petitions  for  Reconsideration**:  Both  parties  filed  motions  and  exceptions  to  the
decision,  which were denied, prompting the bills  of  exceptions to be forwarded to the
Supreme Court for review.

**Issues:**

1. Whether Gutierrez Hermanos should render a complete account supported by vouchers to
Oria Hermanos & Co.
2. Whether Gutierrez Hermanos acted in fraud or error in its commercial transactions with
Oria Hermanos & Co.

**Court’s Decision:**

1. **First Cross-Complaint**: The Supreme Court upheld the lower court’s decision that
Gutierrez  Hermanos  needed  to  provide  detailed  accounts  for  certain  questionable
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transactions but not a general account encompassing all business from the beginning of
their relationship until the closure.
2. **Fraud and Misrepresentation**: The court found no substantial evidence of fraud in the
transactions related to the sale of hemp and copra. However, they acknowledged some
overcharges and improper tax impositions that needed rectification.
3. **Interest Charges**: The court decided that Gutierrez Hermanos had justifiably charged
interest  rates as agreed and confirmed through Oria Hermanos & Co.’s  acceptance of
multiple account statements over the years.
4. **Counterclaims**: The majority of Oria Hermanos & Co.’s counterclaims were dismissed
due to insufficient evidence. The demands related to the specific overcharges of tax and
improperly charged commissions required Gutierrez Hermanos to re-validate and reimburse
appropriately.
5. **Final Obligation**: Oria Hermanos & Co. was obligated to pay the balance amount of
P147,204.28 to Gutierrez Hermanos minus any sums resulting from the rectified accounts.

**Doctrine:**

1. **Account Settlements**: Once accounts are approved, revisions are typically not allowed
unless there’s evidence of fraud, deceit, or error (Pastor vs. Nicasio).
2. **Commission Agent Obligations**: Commission agents must act in the best interest of
their principals and cannot charge additional amounts beyond agreed commissions without
proper justification under the Code of Commerce.

**Class Notes:**

– **Account Approval**: Accounts approved by a principal cannot be revised unless fraud,
deceit, or error is established (Civil Code Arts. 1265-1266, case: Pastor vs. Nicasio).
– **Commission Agent Ethics**: Article 258 of the Code of Commerce requires commission
agents to act beneficially for their principals.
– **Mutual Obligations**: Non-performance by one party relieves the other from default
until proper fulfillment occurs (Civil Code Art. 1100 and 1124).
– **Interest Capitalization**: Legal interest can accrue on due interest from the time it is
judicially demanded (Civil Code Art. 1109).

**Historical Background:**

This decision is set against the backdrop of the early 20th century, a period of economic and
legal transformation in the Philippines during the American colonial period. Commercial
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relations were evolving, and the legal principles governing such relations were being tested
in courts. This case illustrates the complexities of commercial transactions and accounting
in colonial-era Philippines and highlights the judiciary’s role in resolving business disputes.


