G.R. No. 126670. December 02, 1999 (Case Brief / Digest)

**Title:** Ernesto T. Pacheco and Virginia O. Pacheco vs. Court of Appeals and People of the
Philippines (G.R. No. 101774, July 30, 1999)

*Facts:**

1. **Contractual Background:** Ernesto and Virginia Pacheco, involved in the construction
business, faced financial difficulties and obtained loans totaling P85,000 from Luz Vicencio
(wife of Romualdo Vicencio, a former Judge) between May and July 1989.

- *June 14, 1989 Loan:* Virginia obtained P50,000 but received only P35,000.

- *Subsequent Loans:* On June 20 and July 21, 1989, additional loans of P10,000 and
P15,000 were obtained, respectively.

2. **Checks as Loan Security:** Virginia issued six undated RCBC checks totaling the loans,
with the understanding that the checks were not to be encashed but merely served as
evidence of indebtedness.

3. ¥*Payment Attempts:** Petitioners paid P60,000 in July 1989, leaving a remaining balance
of P15,000. They were unable to meet this balance with cash.

4. **Check Dating and Demand:** On August 3, 1992, Mrs. Vicencio’s family visited
petitioners to request the addition of dates to the previously issued checks. Despite
informing the Vicencios about the closed RCBC account, Virginia dated the checks, fearing
the loss of potential future financial assistance.

5. **Dishonored Checks:** The checks dated for August 15, 1992, were presented for
encashment on August 25, 1992, and were dishonored due to the account being closed.

6. **Legal Proceedings:**

- *Trial Court:* Petitioners were arraigned, pleaded not guilty, and were eventually
convicted of estafa under Article 315(2)(d) of the Revised Penal Code.

- *Court of Appeals:* The appellate court upheld the trial court’s decision, affirming their
conviction.

- *Supreme Court:* The case was escalated to the Supreme Court by the petitioners.

**Issues:**

1. Whether the undated checks issued by petitioners constituted the crime of estafa under
Article 315(2)(d) of the Revised Penal Code.

2. Whether there was deceit or damage to the payee to establish estafa.

3. Whether the date insertion and subsequent claim by the Vicencios were valid to infer
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deceit.

**Court’s Decision:**

1. **Existence of Deceit:**

- The Supreme Court found that the checks did not have the nature of a negotiable
instrument when issued because both parties agreed that the checks were mere evidence of
debt. This mutual understanding nullified the existence of deceit.

2. **Intent and Agreement:**

- The court emphasized that Virginia and Ernesto had informed the Vicencios about their
lack of funds and the particular purpose of the checks at the time of issuance. Thus, no
fraudulent intent was present.

3. **Invalid Claim of Fraudulent Transaction:**

- The Vicencios’ assertion that the checks related to the sale of jewelry contradicted the
demonstrated financial transaction history. The timeline and banking records further
disputed this claim.

The court ruled that the essential elements of estafa were absent, leading to the petitioners’
acquittal from the criminal charge of estafa.

**Doctrine:**

- **Mutual Agreement Overrules Negotiability:** A check, agreed upon by both parties to
serve as evidence of debt, rather than a negotiable instrument for payment, cannot
constitute estafa when funds are knowingly unavailable, and no deceit is practiced.

- **Bad Faith Knowledge:** Knowledge by the payee of the drawer’s lack of funds at the
time of issuance removes the malicious intent necessary for estafa.

- **Banks Presentation Timeline:** Failure to present checks within a reasonable time,
resulting in them turning stale, invalidates claims related to postdated checks, emphasizing
six months as a reasonable banking practice for presenting checks.

**Class Notes:**

- **Estafa Elements (Article 315(2)(d) of RPC):**

1. Offender issues/postdates a check in payment of obligation.
2. No sufficient funds at check issuance.

3. Deceit or damage to payee.

- ¥*Negotiable Instruments Law (Sections 12, 13, 14):**

- Section 12: Validity despite antedating/postdating.
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- Section 13: Holder’s right to insert the date.

- Section 14: Completing blanks without fraud.

- **Article 1956, New Civil Code:** Agreements on interest rates must be in writing to be
valid.

**Historical Background:**

This case highlights historical practices in Philippine loan transactions and the usage of
checks primarily as security or evidence of debt rather than actual payment mechanisms.
The evolving jurisprudential interpretation of estafa reveals the complexities within financial
negotiations during economic adversity, impacting small-scale construction businesses
heavily reliant on delayed government payments.
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