G.R. No. 76788. January 22, 1990 (Case Brief / Digest)

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

### Facts

Juanita Salas purchased a motor vehicle from Violago Motor Sales Corporation (VMS) for
PHP58,138.20, evidenced by a promissory note which was subsequently endorsed to
Filinvest Finance & Leasing Corporation for financing. Salas defaulted on her payments
after discovering discrepancies in the vehicle’s engine and chassis numbers compared to the
sales invoice and registration documents, following an accident on May 9, 1980.

Filinvest initiated a collection suit (Civil Case No. 5915) against Salas at the Regional Trial
Court of San Fernando, Pampanga. The court ruled in favor of Filinvest, ordering Salas to
pay a sum with interest and attorney’s fees. Both parties appealed the decision to the Court
of Appeals, which modified the trial court’s decision, increasing the amount Salas was liable
to pay. Salas’s subsequent motion for reconsideration was denied, leading to the petition for
review to the Supreme Court.

Parallel to this, Salas pursued a breach of contract case against VMS in Olongapo City,
asserting misrepresentation and seeking to invalidate the purchase. This case, including its
subsequent appeals, factored into Salas’s defense and argumentation in the Supreme Court
plea.

### Issues

1. Whether the promissory note in question is a negotiable instrument, which would limit
Salas’s defenses against Filinvest.

2. If it is a negotiable instrument, whether Filinvest qualifies as a holder in due course,
thereby immunizing the transaction from Salas’s defenses rooted in the contract’s alleged
nullity.

3. The effect of Salas’s allegations of fraud, bad faith, and misrepresentation by VMS on her
liability to Filinvest.

### Court’s Decision

The Supreme Court affirmed the Court of Appeals’ decision, indicating that the promissory
note indeed qualifies as a negotiable instrument. The note met all the elements under the
law to be considered as such, making Filinvest a holder in due course. Consequently, Salas
could not assert her defenses against Filinvest that she might have had against VMS. The
Supreme Court highlighted that since VMS wasn’t a party in the case at hand, issues against
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it couldn’t be resolved in this instance. The Court’s decision focused on the attributes of the
promissory note and the protection offered to holders in due course under the Negotiable
Instruments Law, thereby reinforcing Filinvest’s position.

### Doctrine

The case reaffirms the principles under the Negotiable Instruments Law, particularly the
conditions making an instrument negotiable and the protection provided to holders in due
course. It underscores that a holder in due course holds the instrument free from any
defects of title and defenses available among the original parties, enabling enforcement of
payment in full.

### Class Notes

- **Negotiable Instrument Essentials**: Written and signed by the maker, contains an
unconditional promise to pay a specific amount, payable at a fixed or determinable future
time, and payable to order or bearer.

- **Holder in Due Course Principle**: A holder who acquires the instrument under
conditions specified in Section 52 of the Negotiable Instruments Law, holds it free from
defects and can enforce it in full, free from personal defenses.

- ¥**Negotiable Instruments Law (Sections 1, 8, 31, 32, 52, 57)**: Provides the legal
framework for assessing the negotiability of instruments and the rights of parties involved.

### Historical Background

This case illustrates the complexity arising from transactions involving negotiable
instruments and the assignment of debts. It highlights the importance of understanding the
rights and obligations under the Negotiable Instruments Law, especially for laypersons
entering into financing agreements. It also exemplifies the judicial process in addressing
disputes involving commercial transactions and the protection laws afford to holders in due
course to ensure the liquidity and negotiability of instruments in commerce.
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