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### Title:
**Manuel L. Manahan, Jr. vs. The Court of Appeals and People of the Philippines**

### Facts:
This case revolves around two Equipment Lease Agreements entered into on 10 May 1976
and 16 September 1976 between Manuel L. Manahan, Jr. (“Petitioner”) and IFC Leasing and
Acceptance Corporation (“IFC”), involving an Isuzu dump truck and a Kimco Hough JH65CN
Payloader, respectively. Due to alleged defaults in payments, totaling P410,085.62, IFC filed
a complaint for a sum of money with replevin and damages against the petitioner in the
Court of First Instance of Rizal on 15 March 1977.

On 03 April 1978, a decision was issued in favor of IFC, but the execution of the judgment
was not pursued. Rather, on 23 June 1981, IFC sent a demand letter to the petitioner
regarding his unsettled accounts, which was unheeded. Consequently, IFC filed an estafa
charge against the petitioner on 15 March 1983.

During  the  trial,  evidence  was  presented  showing  the  petitioner  had  received  the
equipment,  failed  to  make  payments,  and  further  failed  to  return  the  dump truck  as
obligated upon the termination of the lease. He admitted to sub-leasing the dump truck and
not being able to reclaim it afterward.

On 27 July 1989, the Regional Trial Court found the petitioner guilty of estafa, sentencing
him to prison and ordering him to pay reparation.  The Court of  Appeals affirmed this
decision on 21 May 1993, with a modification regarding the penalty.

### Issues:
1. Whether or not the elements of estafa, particularly misappropriation or conversion, were
present in the petitioner’s failure to return the leased equipment.
2. Whether the petitioner’s inability to return the dump truck due to circumstances beyond
his control could negate the criminal intent required for estafa.
3. The applicability of civil liability notwithstanding the determination of criminal liability.

### Court’s Decision:
The Philippine Supreme Court found merit in the petition. It held that while the petitioner
violated the lease agreement by sub-leasing the dump truck without IFC’s consent, this
breach of contract did not automatically constitute estafa. The Court noted that for estafa to
be committed under Article 315 (1) (b) of the Revised Penal Code, there must be clear
evidence  of  misappropriation  or  conversion.  The  Court  concluded that  the  petitioner’s
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failure to return the dump truck did not amount to estafa as there was no incontrovertible
evidence of his intent to defraud IFC. As such, the petitioner was acquitted of the criminal
charge of  estafa but  was still  held civilly  liable for  the value of  the lost  dump truck,
amounting to P55,000.00, with interest.

### Doctrine:
This case reiterates the doctrine that the elements of estafa include the conversion or
misappropriation of property received to the prejudice of another. However, clear evidence
of intent to defraud or misappropriate property must be established beyond reasonable
doubt for criminal liability to attach. Additionally, a breach of a leasing agreement, without
more, may not necessarily constitute estafa if the lessee made efforts to comply with the
terms of the lease or to mitigate damages thereafter.

### Class Notes:
– **Key Elements of Estafa under Philippine Law:**
1. Receipt of property under circumstances involving the obligation to deliver or return the
same.
2. Misappropriation or conversion of such property by the offender, or denial of receipt.
3. The misappropriation, conversion, or denial is to the prejudice of another.
4. There is a demand by the offended party to the offender.
–  **Civil  Liability vs.  Criminal  Intent:** Acquittal  from criminal  charges due to lack of
evidence of intent does not necessarily exempt the accused from civil liabilities arising from
the same act.
– **Breaches of Contract:** Violation of a lease agreement provisions, such as unauthorized
sub-leasing, may lead to civil but not necessarily criminal liability in the absence of clear
intent to defraud.

### Historical Background:
This case illustrates the nuanced application of criminal and civil  law principles in the
context of lease agreements and the obligations arising therefrom. It underscores the high
threshold for evidence required in criminal cases, especially for crimes involving fraud or
deceit like estafa, as contrasted with the preponderance of evidence standard in civil cases.


