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Title: Juanita Salas v. Hon. Court of Appeals and Filinvest Finance & Leasing Corporation

Facts:
The inception of this case was on February 6, 1980, when Juanita Salas purchased a motor
vehicle from Violago Motor Sales Corporation (VMS) for P58,138.20, as corroborated by a
promissory note.  This note was subsequently endorsed by VMS to Filinvest Finance &
Leasing Corporation, which financed the purchase. Salas defaulted on her installments from
May 21, 1980, alleging a discrepancy between the engine and chassis numbers of the
delivered vehicle and those listed on the sales documents, discovered after an accident on
May 9, 1980.

Filinvest Finance then initiated Civil Case No. 5915 for a sum of money against Salas before
the Regional Trial Court of San Fernando, Pampanga. The trial court, on September 10,
1982, ruled against Salas, prompting appeals from both Salas and Filinvest to the Court of
Appeals.  Salas  averred  fraud,  bad  faith,  and  misrepresentation  by  VMS,  and  further
contended that VMS should bear liability, citing a distinct lawsuit against VMS for breach of
contract, still pending appeal.

Issues:
1. Whether the promissory note is a negotiable instrument, barring Salas’s defenses against
Filinvest.
2. Whether Salas’s liability to Filinvest is established despite the alleged misrepresentations
by VMS.

Court’s Decision:
The  Supreme  Court  affirmed  the  decision  of  the  Court  of  Appeals,  holding  that  the
promissory note in question is indeed a negotiable instrument. It cited the compliance of the
note with the requisites under the law, including an unconditional promise to pay a specified
amount to Violago Motor Sales Corporation or its order, making Filinvest a holder in due
course. As such, Filinvest is entitled to enforce payment of the full amount, irrespective of
any defenses Salas might have against VMS, which was not a party to the case at bar.

Doctrine:
The doctrine established in this case is that a negotiable instrument, when duly completed
and unconditionally endorsed to a holder in due course, renders such holder entitled to
enforce it free from defenses available to prior parties among themselves. This case also
underscored the importance of impleading necessary parties to a suit to resolve related
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issues directly.

Class Notes:
1. **Negotiable Instruments Law (NIL) Elements**: For a promissory note to be negotiable,
it must be in writing and signed by the maker, contain an unconditional promise to pay a
specified amount, be payable at a fixed or determinable future time, and be payable to order
or bearer (Sections 1, 8, NIL).
2. **Holder in Due Course**: A holder in due course takes the negotiable instrument free
from any defect of title of prior parties and defenses among them, provided it was taken
before it was overdue, without notice of dishonor, in good faith, and for value (Sections 52,
NIL).
3. **Indispensable Parties**: A party essential to a suit, such that no final determination can
be had without their presence, must be made a party to ensure any judgment rendered
would be just, enforceable, and not lead to further litigation.

Historical Background:
This case highlights the complex interplay between the Negotiable Instruments Law and
contractual relationships in the context of financing transactions. It also underscores the
procedural necessity of including all pertinent parties to resolve all related issues in a single
litigation, thereby avoiding piecemeal decisions and ensuring equitable outcomes. Through
this  case,  the  Philippine  Supreme  Court  reiterated  critical  legal  principles  governing
negotiable instruments and their impact on subsequent holders, shaping the landscape of
commercial transactions and financing in the Philippines.


