Adm. Case No. 2104. August 24, 1989 (Case Brief / Digest)

Title: Melendrez and Dalman v. Decena, 257 Phil. 672

Facts:

In August 1975, spouses Narciso Melendrez and Erlinda Dalman secured a P4,000.00 loan
from Atty. Reynerio I. Decena, with a real estate mortgage as collateral. The mortgage
falsely indicated a P5,000.00 loan amount. Despite assurances that the document was a
mere formality, Decena charged and collected usurious interest of P500.00 per month for
three months. Due to financial struggles, the couple stopped paying. In May 1976, Decena
manipulated the mortgage, listing the loan as P10,000.00 and inserting a power of attorney
clause for foreclosure. The couple signed again under the belief it was mere formality.
Without informing them, Decena initiated foreclosure in October 1976 and eventually sold
the property in 1979. Upon discovering the foreclosure in March 1979, Melendrez and
Dalman attempted to settle their debt but were rebuffed by Decena.

Decena, serving as Melendrez and Dalman’s lawyer in an estafa case against Reynaldo
Pineda, compromised the case without their permission and took a P500.00 advance for
settling, failing to inform the clients or hand over the money.

The matter led to an administrative complaint against Decena for malpractice and breach of
trust initiated on 25 September 1979, referred to the Solicitor General and investigated by
various fical over nearly a decade. Delays were attributed largely to Decena’s legal
maneuvers and motions for postponements.

Issues:

1. Whether Atty. Decena engaged in malpractice by exploiting the complainants’ financial
vulnerability and failing to fulfill his legal responsibilities as their counsel.

2. Whether Decena’s actions represented a breach of trust towards his clients, both in terms
of the mortgage arrangement and his conduct in the estafa case.

Court’s Decision:
The Supreme Court found Decena guilty of malpractice and breach of trust. The following
issues were addressed:

1. Loan Misrepresentation and Usurious Interest: The Court concluded Decena deceived the
complainants about the mortgage terms, charged usurious interest, and misrepresented
loan amounts, which amounts to conduct unbecoming a lawyer and is deceitful and
fraudulent.
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2. Unauthorized Compromise and Use of Clients’ Settlement Money: The Court determined
that Decena unauthorizedly compromised his clients’ case and failed to remit the settlement
amount to them, violating professional standards and ethical conduct.

Doctrine:

The Court reiterated that attorneys must maintain integrity and fairness and should not
exploit clients nor act deceitfully, as such behavior constitutes moral turpitude. Lawyers
violating these ethical duties risk disbarment.

Class Notes:

- Legal Malpractice: Involves fraudulent or deceitful conduct by an attorney.

- Breach of Trust: Attorneys must act in their clients’ best interests; unauthorized actions or
withholding client funds breaches this trust.

- Usury Laws: Laws prohibiting the charging of excessive interest rates were implicated in
this case, highlighting their application in protecting consumers.

Historical Background:

During the 1970s and 1980s, the Philippine legal system was heavily focusing on
maintaining ethical standards among its legal practitioners. This case is contextualized
within broader regulatory efforts intended to protect clients from exploitation and uphold
the bar’s integrity.
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