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AZCUNA, J.:

Petitioner Potenciano Ramirez filed this petition for review on certiorari under Rule 45 of the Rules of Court
against the decision of the Court of Appeals (CA) in CA-G.R. No. 69401.

On October 8, 1996, petitioner filed a complaint against respondent Ma. Cecilia Ramirez before the Regional
Trial Court of Olongapo City (RTC) for annulment of: 1) a Deed of Donation; 2) Waiver of Possessory Rights;
and 3) Transfer Certificates of Title (TCT) Nos. T-5618 and T-5617. [1] Petitioner claimed that respondent caused
the execution of the Deed of Donation and Waiver of Possessory Rights to acquire ownership over the land and
improvements then covered by TCT Nos. T-4575 and T-4576. Using the Deed of Donation, respondent allegedly
succeeded in having TCT Nos. T-4575 and T-4576 cancelled and TCT Nos. T-5618 and T-5617 issued in her
name. Furthermore, petitioner alleged that with the Waiver of Possessory Rights, respondent was able to cause the
Office of the City Assessor to transfer to her name the tax declarations on the improvements in the land. [2]

The Deed of Donation and Waiver of Possessory Rights were alegedly executed by petitioner and his wife,
Dolores Ramirez, on January 29, 1993 and October 24, 1995, respectively. However, the death certificate
presented showed that Dolores died on April 5, 1991 and, consequently, could not have executed the assailed
documents. Petitioner repudiated the other signatures appearing on the two documents that were purportedly his
and insisted that he did not intend to transfer the properties to respondent.

In her Answer, respondent alleged that her father, petitioner, would not have filed the case were it not for the fact
that he remarried despite his age of 84 years. She further claimed that it was her father's idea to cause the
preparation of the Deed of Donation and Waiver of Possessory Rights to save on expenses for publication and
inheritance taxes.

After trial, the RTC ruled that the signature of Dolores on the Deed of Donation was a forgery while her signature
on the Waiver of Possessory Rights was genuine. It also found petitioner's signatures on both documents to be
genuine. It then held petitioner and respondent in pari delicto, as participants to the forgery, and ruled that they
must bear the consequences of their acts without cause of action against each other in accordance with Article
1412 of the Civil Code. The RTC dismissed the complaint. [3]

Petitioner went to the CA, which held that Dolores's signature on the Deed of Donation as well as her alleged
signature appearing in the Waiver of Possessory Rights were forgeries. The petition was denied and the CA
likewise held both partiesin pari delicto. [4]

Theissueis simple: whether petitioner and respondent arein pari delicto.

As one of the modes of acquiring ownership, donations are governed by Title 3, Book 11, of the Civil Code.
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Donations inter vivos are additionally governed by the general provisions on obligations and contracts in all that
is not determined by the title governing donations. [5] Hence, the rule on pari delicto under the general provisions
of contractsis applicable to the present case.

The Court agrees with the rulings of the CA and the RTC that petitioner and respondent are in pari delicto.
Nevertheless, both courts erred on the applicable law. Article 1412 of the Civil Code, which they applied, refersto
a situation where the cause of the contract is unlawful or forbidden but does not constitute a violation of the
criminal laws, thus:

ARTICLE 1412. If the act in which the unlawful or forbidden cause consists does not constitute a criminal
offense, the following rules shall be observed:

(1) When the fault is on the part of both contracting parties, neither may recover what he has given by virtue of
the contract, or demand the performance of the other's undertaking;

(2) When only one of the contracting parties is at fault, he cannot recover what he has given by reason of the
contract, or ask for the fulfillment of what has been promised him. The other, who is not at fault, may demand
the return of what he has given without any obligation to comply with his promise.

On the other hand, where the act involved constitutes a criminal offense, the applicable provision is Article 1411

ARTICLE 1411. When the nullity proceeds from the illegality of the cause or object of the contract, and the
act constitutes a criminal offense, both parties being in pari delicto, they shall have no action against each
other, and both shall be prosecuted. Moreover, the provisions of the Penal Code relative to the disposal of
effects or instruments of a crime shall be applicable to the things or the price of the contract.

This rule shall be applicable when only one of the partiesis guilty; but the innocent one may claim what he has
given, and shall not be bound to comply with his promise.

Petitioner alleged that the signatures of Dolores on the Deed of Donation and on the Waiver of Possessory Rights
are aforgery. Respondent does not deny this allegation. Forging a person’s signature corresponds to the felony of
falsification under Section 4, Title IV of the Revised Penal Code. Hence, the act of forging Dolores's signature
constitutes a criminal offense under the terms of Article 1411 of the Civil Code.

The Court now proceeds to determine if there is ground to hold the parties in pari delicto under Article 1411 of
the Civil Code. Under this article, it must be shown that the nullity of the contract proceeds from an illegal cause
or object, and the act of executing said contract constitutes a criminal offense. The second requirement has
aready been discussed and is found to be present.

On the first element, petitioner claims that the "object or cause" of the Deed of Donation and of the Waiver of
Possessory Rights is the transferred real properties and that there is nothing illegal about them. He maintains that
the illegality instead stems from the act of forgery which pertains to consent, which is not material to the
application of Article 1411. The argument is untenable. Object and cause are two separate elements of a donation
and theillegality of either element givesrise to the application of the doctrine of pari delicto. Object is the subject
matter of the donation, while cause is the essential reason which moves the parties to enter into the transaction.
Petitioner wrongly asserts that the donated real properties are both the object and cause of the donation. In fact,
the donated properties pertain only to the object. Therefore, while he is correct in stating that the object of the
donation is legal, his argument misses the point insofar as the cause is concerned. The cause which moved the
parties to execute the Deed of Donation and the Waiver of Possessory Rights, the motive behind the forgery, is
the desire to evade the payment of publication expenses and inheritance taxes, which became due upon the death
of Dolores. [6] Undeniably, the Deed of Donation and the Waiver of Possessory Rights were executed for an
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illegal cause, thus completing all the requisites for the application of Article 1411.

Both petitioner and respondent are, therefore, in pari delicto. Neither one may expect positive relief from the
courts from their illegal acts and transactions. Consequently, they will be left as they were at the time the case was
filed.

WHEREFORE, the petition is DENIED. No pronouncement as to costs.

SO ORDERED.

Puno, (Chairperson), Sandoval-Gutierrez, Corona, and Garcia, JJ., concur.

[1] Docketed as Civil Case No. 329-0-96.
[2] A one-storey commercial building.
[3]Rallo, p. 75.

[4]1d. at 27.

[5]Article 732 of the Civil Code.

[6]The cause is the immediate, direct and proximate reason which justifies the creation of an obligation through
the will of the contracting parties (Tong Brothers Co. v. Intermediate Appellate Court, G.R. No. L-73918,
December 21, 1987, 156 SCRA 726).
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