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# Case Brief: Yun Kwan Byung vs. Philippine Amusement and Gaming Corporation

## Title
Yun Kwan Byung vs.  Philippine Amusement and Gaming Corporation, G.R. No. 156262
(Philippines Supreme Court)

## Facts
1.  **The  Junket  Agreement:**  PAGCOR,  a  government-owned  corporation  tasked  with
operating  casinos  to  promote  tourism  and  revenue,  launched  a  Foreign  Highroller
Marketing Program to attract high-stakes players. ABS Corporation, a Korean company,
entered into a Junket Agreement with PAGCOR to bring players to Casino Filipino. Under
this agreement, ABS Corporation was to handle all financial transactions of these players
and provide special junket chips, distinct from regular casino chips.

2. **Petitioner’s Winnings:** Yun Kwan Byung, a high-stakes player from Korea, visited the
Casino Filipino multiple times from November 1996 to March 1997. He claims to have won
chips worth $2.1 million under the Junket Agreement. However, PAGCOR refused to redeem
these chips. Consequently, Byung filed a sum of money complaint to force PAGCOR to
encash the chips.

3. **Lower Court Rulings:**
–  The  **Regional  Trial  Court  (RTC):**  Dismissed  Byung’s  complaint  and  PAGCOR’s
counterclaim, highlighting that the Junket Agreement violated PAGCOR’s charter and that
Byung was aware of using special junket chips in a distinct gambling arrangement.
– The **Court of Appeals (CA):** Affirmed the RTC’s decision, adding that Byung enjoyed
the perks of being a junket player and that warnings about the special rules for junket
players were adequately posted, indicating no implied agency between PAGCOR and ABS
Corporation.

## Issues
1. **Liability via Implied Agency or Estoppel:** Whether PAGCOR should be held liable
based on an implied agency or agency by estoppel with ABS Corporation.
2. **Intent and Third-party Representation in Agency:** Whether intent of the contracting
parties (PAGCOR and ABS) regarding their relationship was relevant to Byung, a third
party.
3. **Ratification of Acts:** Whether PAGCOR had ratified the acts of ABS Corporation,
making them liable for Byung’s winnings.



G.R. No. 163553. December 11, 2009 (Case Brief / Digest)

© 2024 - batas.org | 2

## Court’s Decision
1. **Implied Agency and Estoppel:** The Supreme Court held that there was no implied
agency or agency by estoppel between PAGCOR and ABS Corporation. Agency requires
representation, which was absent as PAGCOR did not intend or allow ABS Corporation to
represent it. The junket agreement was a lease agreement, not an agency.

2. **Intent of Contracting Parties:** The court affirmed that the intent of the contracting
parties was relevant. PAGCOR did not intend ABS to represent it in dealings with junket
players, hence no agency relationship impliedly existed.

3. **Ratification of Acts:** Given that the Junket Agreement was void from inception for
violating PAGCOR’s charter, PAGCOR could not have ratified ABS’s acts. Illegal contracts
cannot be ratified.

**New Doctrine:**
The case reinforced the principle that illegal gambling debts are unenforceable, reiterated
PAGCOR’s exclusive right to operate gambling activities under its charter, and emphasized
that void contracts cannot give rise to implied agency or agency by estoppel.

## Doctrine
1. **Illegal Gambling Debts:** Debts arising from gambling activities deemed illegal are
unenforceable in court.
2. **Non-Delegation of Authority:** PAGCOR cannot legally delegate or share its franchise
with third parties, as this violates the nature of its exclusive franchise.
3. **Void Contracts:** Cannot be ratified or enforced; no rights or obligations can arise from
a void agreement.

## Class Notes
1. **Illegal Contracts:** Contracts deemed illegal (e.g., certain gambling agreements) do not
produce legal effects and cannot be enforced.
2. **Implied Agency:** Requires proof of one party representing another. Intent and clear
representations or actions are essential.
3.  **Agency  by  Estoppel:**  Occurs  when  a  principal’s  actions  lead  a  third  party  to
reasonably believe an agency relationship exists. Not applicable in void contracts.
4. **Exclusive Franchise Operations:** Only the entity granted a franchise can utilize the
privileges unless explicitly permitted otherwise.

**Statutory Provisions:**
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– **Article 1409, Civil Code:** Contracts that are void and prohibited by law.
– **Presidential Decree No. 1869:** Establishing PAGCOR’s authority and exclusive right to
operate casinos.
– **RA 9487:** Amending PAGCOR’s authority, though not applicable retroactively.

## Historical Background
This case highlights the complexities of gambling regulation in the Philippines, focusing on
the malpractices that can arise from unauthorized third-party participation in regulated
gambling activities. PAGCOR was granted exclusive rights to operate gambling to ensure
control and accountability. However, the case also clarifies that deviations or attempts to
share these rights undermine the law’s intent and cannot be upheld in court.


