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BENGZON, J.P., J.:

Associated Reclamation & Development Corporation executed on March 29, 1961 a promissory note for P11,765
in favor of General Acceptance & Finance Corporation. Philippine American General Insurance Co., Inc., on the
same date, executed a surety bond in the amount of PII,765 to secure payment of the aforementioned promissory
note. Subsequently, on April 5, 1961, the spouses Eugenio Ramos and Pilar Miranda signed a counter-guaranty
agreement with real estate mortgage, in favor of Philippine American General Insurance Co., Inc., againgt its
liability under the surety bond. The next day, April 6, 1961, the Ramos spouses and Associated Reclamation &
Development Corporation executed an indemnity agreement in favor of Philippine American General Insurance
Co., Inc., thereunder binding themselves "jointly and severaly" to indemnify the Philippine American General
Insurance Co., Inc., for whatever it may suffer under its aforesaid surety bond.

Philippine American General Insurance Co., Inc., on November 3, 1961, filed a complaint in the Court of First
Instance of Bataan against the Ramos spouses. Attached to the complaint, as parts thereof, were (1) the surety
bond agreement of March 29, 1961, and (2) the counter-guaranty with real estate mortgage agreement of April 5,
1961. Plaintiff alleged that Associated Reclamation & Development Corporation failed to pay its obligation under
the promissory note, as a result of which plaintiff paid its liability under its surety bond in the sum of P11,765. It
therefore asked that defendants be ordered jointly and severally to pay plaintiff P11,765 with the stipulated 12%
per annum interest, plus attorney's fees and costs. In the event of non-payment thereof within 90 days from
service of judgment, it was further prayed that the mortgaged property be sold to realize the aforesaid sum and
costs, with a deficiency judgment if necessary.

Defendants on January 26, 1962 filed a motion to dismiss, asserting that the complaint stated no cause of action-
It was contended that under the Agreement of Counter- Guaranty with Real Estate Mortgage, the defendants were
guarantors only so that plaintiff must first exhaust the properties of the principal debtor, Associated Reclamation
& Development Corporation, before proceeding against defendants.

Plaintiff thereafter filed, on February 10, 1962, an amended complaint. Incorporated thereto and made parts of
said amended complaint were (1) the surety bond agreement, as Schedule A; (2) the indemnity agreement of April
6, 1981, as Schedule C; and (3) the Agreement of Counter-Guaranty with Real Estate Mortgage, as Schedule C. It
prayed for the same relief as .the original complaint.

Sustaining the ground of defendants' motion, the Court of First Instance issued an order on August 31, 1962
dismissing the case. Said court ruled that under Schedules B and C of the amended complaint, defendants cannot
be made liable without first proceeding against Associated Reclamation & Development Corporation.
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Plaintiff appealed directly to this Court, no factual question involved.

For purposes of a motion to dismiss, allegations of the complaint are deemed true (Castelvi Raguiza vs. Ofilada,
L-17182, September 30, 1963). Assuming, therefore, that, as alleged in the amended complaint, the parties
concerned executed the agreements of surety (Schedule A), indemnity (Schedule B) and counter-guaranty with
real estate mortgage (Schedule C) ; that the principal obligation consisting in the promissory note was not paid
upon maturity; and that plaintiff as surety had paid the obligation thereunder, does plaintiff have a cause of action
S0 as to proceed against defendants without first proceeding against Associated Reclamation & Development
Corporation?

Schedule B, the indemnity agreement, readsin part as follows:

"Know All Men by These Presents, that,

"We, the undersigned Associated Reclamation & Development Corp. represented by its President, Antonio R.
Banzon, and Eugenio B. Ramos and P. Miranda, jointly and severally bind ourselves unto The Philippine
American General Insurance Company, Inc., a corporation duly organized and existing under and by virtue of
the laws of the Philippines, with head office at Manila, Philippines, hereinafter called the COMPANY, in the
consideration of it having become SURETY upon a bond in the sum of pesos eleven thousand seven hundred
sixty five* * * (P11,765.00), Philippine Currency, in favor of General Acceptance & Financing Corporation in
behalf of Associated Reclamation & Development Corporation . . . subject to the following terms and
conditions:

* k% % k * % %

"Indemnity.—The undersigned agree at all times to jointly and severally indemnify the Company and keep it
indemnified and hold and save it harmless from and against any and all damages, losses, costs, stamps, taxes,
penalties, charges and expenses of whatsoever kind and nature which the Company shall or may at any time
sustain or incur in consequence of having become surety upon the bond herein above referred to * * *

* kK k k kK k%

"Our Liability Hereunder.—It shall not be necessary for the COMPANY to bring suit against the principal upon
his default, or exhaust the property of the principal, but the liability hereunder of the undersigned indemnitors
shall be jointly and severally, a primary one, the same as that of the principal, and shall be exigible
immediately upon the occurrence of such default” (Record on Appeal, pp. 48-50, 53-54, italic supplied.)

It is clear from the foregoing that the amended complaint sufficiently states a cause of action against defendants.
For the creditor may proceed against any one of the solidary debtors or some or all of them simultaneously (Art.
1216, New Civil Code). It should not be overlooked, also, that the above-quoted indemnity agreement could not
have been modified by Schedule C, the counter-guaranty agreement since the former was executed one day after
the latter.
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Finally, even under Schedule C, the defendants as counter-guarantors are not entitled to demand exhaustion of the
properties of the principal debtor. For Schedule C is a counter-guaranty with real estate mortgage. It is accepted
that guarantors have no right to demand exhaustion of the properties of the principal debtor, under Article 2058 of
the New Civil Code, where a pledge or mortgage has been given as a special security (Saavedra vs. Price, 68 Phil.
688; Southern Motors vs. Barbosa, 99 Phil., 263; 53 Off. Gaz., 137).

Wherefore, the order appealed from is hereby reversed and set aside and the case is remanded to the court a quo
for further proceedings. Costs against defendants-appellees. SO ORDERED.

Bengzon, C. J. Bautista Angelo, Concepcion, Reyes, J. B. L., Dizon, Regala, Makalintal, Zaldivar and Sanchez,
JJ., concur.

Order reversed.

© 2026 batas.org - Philippine Bar Review & Law-School Companion Page 3 of 4
Study hands-free: podcast-style lessons with read-along highlighting - batas.org



BATAS.org - Philippine Law Library G.R. No. 20978. February 28, 1966

Study smarter at BATAS.org

The Philippine bar review and law-school companion built around how your brain actually remembers.

The complete Philippinelaw library - freefor everyone.

More than 100,000 Supreme Court decisions, Republic Acts, and executive issuances - full-text searchable, browsable
by category and year, and always free. No paywall, no login. This PDF came fromit.

Audio case-brief lectures.

Any decision becomes a podcast-style lecture - facts, issues, ruling, and doctrine - with read-along highlighting and a
hands-free presentation mode. Study while commuting, working out, or resting your eyes.

Bar review built on the science of memory.

Complete, sequenced courses for al eight bar subjects, narrated like podcasts and reinforced with retrieval practice and
spaced review - the study techniques with the strongest evidence behind them.

Thefull law-school curriculum.

One subscription unlocks the entire J.D. curriculum - every subject, every lesson, with your progress tracked down to
the paragraph so you can pick up exactly where you left off, on any device.

Mock examsthat tell you whereyou stand.

Timed multiple-choice exams graded instantly, with per-subject score breakdowns and focus suggestions that point you
at your weakest topics first.

A study planner that keepsyou on pace.

Set your schedule and BATAS tells you every day whether you are on track for bar day - and exactly which lesson to
take next.

Start free at https://batas.org

The law library is free forever - and your first lesson is one click away.

The text of this document is an official public record and remains in the public domain. Formatting, presentation, and compilation © 2026
batas.org.

Downloaded free from the batas.org Law Library. Share it freely - the library is free for every law student, bar reviewee, and practitioner.

© 2026 batas.org - Philippine Bar Review & Law-School Companion Page 4 of 4
Turn this case into an audio lecture - facts, issues, ruling and doctrine - at batas.org



