G.R. No. 206649. July 20, 2016 (Case Brief / Digest)

**Title:** Idos v. Court of Appeals and People of the Philippines, G.R. No. 113948

**Facts:**

Irma L. Idos (petitioner) was a businesswoman involved in leather tanning, and Eddie
Alarilla (complainant) was her supplier and business partner. In 1985, they formed a
partnership named Tagumpay Manufacturing, which ended in January 1986. Upon
liquidation, Idos issued postdated checks to Alarilla for his share amounting to P900,000.
Alarilla successfully encashed three checks, but the fourth check, dated October 30, 1986,
was dishonored due to insufficient funds. In January 1987, Idos denied liability, claiming the
check was merely an assurance and not to be deposited until stocks were sold.

Alarilla filed a complaint leading to the filing of an information for violation of B.P. 22
(Bouncing Checks Law) on August 22, 1988. The Regional Trial Court (RTC) of Malolos,
Bulacan, convicted Idos and sentenced her to six months imprisonment, a fine of P135,000,
and payment of the check amount with 12% interest. The Court of Appeals affirmed the RTC
ruling.

During the pending petition for review with the Supreme Court, Idos and Alarilla entered a
compromise agreement on the civil aspect of the case. However, Idos sought a review based
on several contentions, including a mistaken conclusion of facts, lack of consideration for
the check, and a compromise agreement affecting the criminal aspect under B.P. 22.

**[ssues:**

1. Whether the check was part of the consideration of the complainant’s buyout in the
partnership or merely an assurance.

2. Whether Idos had knowledge of insufficient funds when issuing the check and if lack of
consideration exonerates her.

3. Whether absence of notice of dishonor negated criminal liability under B.P. 22.

**Court’s Decision:**

1. **Not a check for value:** The Supreme Court held that the check issued was not to apply
on account or for value but merely as an assurance for Alarilla’s share in the business. The
checks were to be funded from future sales and receipts, thereby not constituting an
“account or for value.”

2. ¥*Knowledge of insufficient funds:** The Court highlighted no solid evidence that Idos
knew about her insufficient funds at the time of issuing the check. Further, she had
consistently warned Alarilla of potential fund insufficiency contingent upon future sales and
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collections.

3. **Notice of dishonor:** The Supreme Court found no adequate proof showing that a
notice of dishonor was served to Idos, which is crucial to proving knowledge of insufficiency
of funds.

The Court thus concluded that the check issuance did not meet B.P. 22’s penal requirements
and acquitted Idos, reversing the lower courts’ decisions.

**Doctrine:**

1. **Elements of B.P. 22:** To hold someone criminally liable under B.P. 22, it must be
shown that the check was issued to apply on account or for value, the issuer knew of
insufficient funds at issuance, and the dishonor was without valid reasons.

2. *Notice of dishonor:** Criminal liability under B.P. 22 requires actual notice of dishonor
to the issuer, ensuring they are given a chance to rectify the insufficiency before
prosecution.

3. **Absence of Malice:** The law does not intend to penalize those who act in good faith
and without deceptive intentions, especially in private transactions not affecting public
interest.

**Class Notes:**

- **B.P. 22 (Bouncing Checks Law):**

- Elements: issuance of a check, knowledge of insufficient funds, subsequent dishonor.
- Knowledge is presumed but rebuttable.

- Notice of dishonor must be served to establish liability.

- **Partnership Life Cycle:**

- Dissolution: Partners cease carrying business together.
- Winding-Up: Settling partnership affairs.

- Termination: Business completely settled and closed.

- *#Civil Code Provisions on Partnerships:**
- Art. 1828: Defines dissolution.
- Art. 1829: States partnership continues until winding up is complete.

**Historical Background:**
This case addresses the judicial application of B.P. 22 in the context of partnership
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dissolution and disputes over financial obligations derived from private business
arrangements. The case underscores the necessity for strict adherence to legal principles
ensuring that penal statutes protect not only the banking system but also safeguard honest
business practices.
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