G.R. No. 59255. December 29, 1995 (Case Brief / Digest)

Title: Navoa vs. Court of Appeals, Teresita Domdoma and Eduardo Domdoma

Facts:

The Spouses Olivia M. Navoa and Ernesto Navoa, petitioners in this case, were involved in
financial transactions with private respondents Teresita Domdoma and Eduardo Domdoma.
Teresita, who was in the jewelry business, had transactions selling jewelry to Olivia and also
extended loans to the Navoas. As security for these loans and the sale of a diamond ring,
Olivia issued personal checks. When those checks were deposited, they were dishonored
due to insufficient funds. Respondents filed a case for collection of various sums with the
Regional Trial Court of Manila.

Issues:

1. Whether the Court of Appeals had appellate jurisdiction over the case.

2. Whether the complaint filed by the private respondents sufficed to constitute a cause of
action.

3. Whether the grant of loans and failure of checks to clear can confer upon respondents the
right to seek judicial relief.

Court’s Decision:

The Supreme Court denied the petition, upholding the decision of the Court of Appeals to
remand the case for further trial. It affirmed the appellate jurisdiction of the Court of
Appeals and concluded that the petitioners, having actively participated in the appeal
proceedings, were estopped from questioning its authority. The Court deeply analyzed the
sufficiency of the complaint filed by private respondents and concluded that it adequately
stated a cause of action.

For each of the issues, the Court determined that a proper cause of action existed, citing
that a cause of action consists of a plaintiff’s right, an obligation on the defendant’s part to
respect that right, and a breach or violation of such right by the defendant. The Court found
that the facts asserted by respondents—loans secured by checks that subsequently
bounced—sufficiently established their right to payment and that the petitioners’ failure to
make good on those checks upon their maturity points to a violation of that right giving rise
to a cause of action.

Doctrine:
The Supreme Court reiterated the doctrine pertaining to causes of action - it held that a
cause of action is present if there is a right in favor of the plaintiff, an obligation on the part
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of the defendant, and an act or omission by the defendant that violates such right. The Court
further noted that the existence of a cause of action is determined from the allegations in
the complaint itself, and the actual merits of the case as well as other facts are excluded
from this determination.

Historical Background:

The case presents a situation prevalent in the business practice where personal checks are
issued as a form of security for the payment of an obligation. It underscores the judiciary’s
role in ensuring that obligations entered into are honored, and in instances when a party
defaults, the aggrieved has recourse to judicial intervention for the enforcement of their
rights. It also depicts the intersection of trust-based informal credit extensions and formal
legal remedies for breaches of such trust. The case contributes to the jurisprudence
surrounding business transactions, loan securities, and the protection afforded to creditors
in the Philippine legal system.
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