G.R. No. 174269. May 08, 2009 (Case Brief / Digest)

## Title
Pantaleon v. American Express International, Inc., 605 Phil. 631

## Facts

In October 1991, Polo S. Pantaleon, a lawyer, joined a Western Europe tour organized by
Trafalgar Tours with his family. On October 26, the tour visited Coster Diamond House in
Amsterdam where Mrs. Pantaleon decided to purchase jewelry worth $13,826 using
Pantaleon’s American Express (AmEx) card. Pantaleon presented his card at 9:15 a.m., but
approval was delayed, resulting in the tour being disrupted and the city tour canceled.
Pantaleon requested the transaction be canceled after a prolonged wait but it was
eventually processed. After returning to Manila, Pantaleon experienced two more delays in
the U.S. while using his AmEx card.

Pantaleon sent a letter through counsel to AmEx demanding an apology for the
inconveniences and delays experienced. AmEx replied attributing the delay to the unusual
transaction pattern. Subsequently, Pantaleon filed a case for damages with the Regional
Trial Court (RTC) of Makati City, Branch 145.

The RTC ruled in favor of Pantaleon, awarding him moral, exemplary damages, attorney’s
fees, and litigation expenses. AmEx appealed, and the Court of Appeals reversed the RTC’s
decision, concluding there was no bad faith or gross negligence. Pantaleon then petitioned
the Supreme Court for review.

## Issues

1. Whether AmEx committed a breach of its obligations to Pantaleon by delaying the
approval of the credit card transactions.

2. Whether AmEx is liable for damages under Article 21 of the Civil Code even if there was
no breach of contract.

3. Whether AmEx acted with bad faith or gross negligence in its delay.

## Court’s Decision

1. **Breach of Obligations**: The Supreme Court sided with the RTC, establishing that there
was an obligation on AmEx to act with promptness on the credit card transactions. The
undue delay of over an hour was deemed unreasonable, especially since normal approvals
were expected within seconds. This delay constituted a breach of AmEx’s contractual
obligations to Pantaleon.

2. **Liability for Damages**: The Court found AmEx liable under Article 21 of the Civil
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Code. The breach caused moral shock, mental anguish, serious anxiety, wounded feelings,
and social humiliation to Pantaleon and his family, justifying the award of moral damages.

3. **Bad Faith or Gross Negligence**: The Supreme Court determined that AmEx’s delay
was attended by bad faith and unjustified neglect. The tardiness specifically attributed to
the Manila credit authorizer was identified as a deliberate refusal or neglect to comply with
the contractual obligations promptly. This constituted gross negligence warranting the
award of exemplary damages.

## Doctrine

The case reiterates that credit card companies have an implicit obligation to act with timely
dispatch on authorization requests. Unreasonable delays that cause distress and
inconvenience to cardholders may constitute a breach of contract and render the company
liable for damages. Additionally, moral damages can be awarded when bad faith or gross
negligence is evident in contractual or quasi-contractual relations.

## Class Notes

- ¥*Mora Solvendi**: Delay or default on the part of the debtor in fulfilling an obligation.
Three requisites: (1) demandable and liquidated obligation, (2) delay in performance, (3)
judicial or extrajudicial request for performance.

- **Mora Accipiendi**: Delay by the creditor, requiring: (1) an offer of performance by a
debtor willing to comply, (2) creditor’s unjust refusal of the performance.

- ¥*Article 21, Civil Code**: Any act contrary to morals, good customs, or public policy
causing damage to another can be a source of liability even without a breach of contract.

- **Moral Damages (Art. 2217, Civil Code)**: Compensation for physical suffering, mental
anguish, fright, serious anxiety, besmirched reputation, and similar injuries.

- **Exemplary Damages (Art. 2234, Civil Code)**: May be imposed in addition to moral
damages if the aggravating factors are shown.

### Relevant Legal Provisions

- **Article 1170**: Those guilty of fraud, negligence, delay, or contravention of the tenor of
obligations are liable for damages.

- **Article 2217**: Moral damages include various types of non-pecuniary harm resulting
from a wrongful act or omission.

- *¥Article 2234**: Exemplary damages can be awarded in addition to moral damages in
cases showing gross negligence or bad faith.

© 2024 - batas.org | 2



G.R. No. 174269. May 08, 2009 (Case Brief / Digest)

## Historical Background

In the early 1990s, the widespread use of credit cards began to introduce complex issues in
consumer protection and service standards. This case set a precedent in holding credit card
companies accountable for delays, especially impacting international users, highlighting the
evolving legal approach to modern financial services and consumer rights in the Philippines.
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