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**Title:** Herrera v. Luy Kim Guan et al.

**Facts:**
Natividad Herrera, the legitimate daughter of Luis Herrera (deceased) sought to recover
three  parcels  of  land  owned  by  her  father,  alleging  fraudulent  transactions  executed
posthumously through a General Power of Attorney given to Luy Kim Guan before Luis
Herrera’s departure to China. The case journeyed through the judicial system, initiating
from the Court of  First  Instance of  Zamboanga City,  leading to the appeal  before the
Supreme Court.

Luis Herrera executed a General Power of Attorney on December 1,  1931, in favor of
defendant Luy Kim Guan, authorizing him to administer and sell Luis’ properties. Various
transactions  over  the  years  led  to  the  lands  being  registered  under  different  owners,
specifically, through sales and mortgage agreements facilitated by Luy Kim Guan under his
granted authority. The plaintiff contended these transactions were fraudulent, enacted after
Luis Herrera’s death, thus nullifying the power of attorney. Furthermore, Natividad Herrera
contested the land ownership by the defendants, Lino Bangayan and Luy Kim Guan, on
grounds of nationality disqualifications and claimed the actual nature of the 1931 contract
was a lease, not a sale.

**Issues:**
1. Whether the transactions conducted by Luy Kim Guan as attorney-in-fact were fraudulent
and null due to the alleged posthumous execution.
2. The legality of land acquisition by defendants Bangayan and Kim Guan based on their
nationality.
3. The nature (lease versus sale) of the agreement executed on December 1, 1931, by Luis
Herrera.

**Court’s Decision:**
The  Supreme Court  upheld  the  decision  of  the  lower  court,  dismissing  the  claims  of
fraudulence regarding the timing of transactions and the alleged lease agreement. It was
established that the transactions, properly documented and registered, occurred with no
definitive proof of Luis Herrera’s death prior to their execution. The court found no evidence
supporting Herrera’s  claim about  the 1931 contract  being a lease and recognized the
validity of subsequent sales and mortgage agreements. Regarding the nationality issue, the
Court determined no conclusive evidence disqualifying the defendants from acquiring the
properties,  specifically noting Lino Bangayan’s proven Filipino citizenship and Luy Kim
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Guan’s acquisition prior to the 1937 constitutional restrictions. Finally, the Court modified
the lower court’s decision by removing the awarded attorney’s fees and litigation expenses
due to lack of evidence showing bad faith or untenable legal positions.

**Doctrine:**
The Supreme Court reiterated that actions taken by an agent on behalf of the principal are
valid until the agent is aware of the principal’s death. It also touched upon the property
rights  of  non-Filipino  citizens  before  the  1937  constitutional  restrictions,  thereby  not
rendering previous acquisitions invalid based on current nationality laws.

**Class Notes:**
1. **Agency:** An agency relationship persists until  the agent knows of the principal’s
death. Acts performed in ignorance of the death can still bind the estate of the deceased
principal.
2. **Real Property Acquisition by Foreign Nationals:** Pre-constitutional acquisitions by
foreign nationals are not retroactively invalidated by subsequent nationality restrictions.
3.  **Proof  of  Transaction Nature:**  Oral  testimonies regarding the nature of  long-past
transactions are insufficient against official documents and registrations.
4. **Attorney’s Fees and Litigation Expenses:** Awarded only in cases of gross and evident
bad faith or untenable legal  positions.  Good faith filings,  even if  unsuccessful,  are not
penalized with such costs.

**Historical Background:**
The  case  reflects  the  legal  intricacies  surrounding  property  transactions  and  agency
relationships within the framework of the Philippine legal system. It showcases the evolving
considerations of nationality in property acquisition, a point of considerable interest pre-
and post-Philippine independence and constitutional  establishment.  The ruling provides
insight into the courts’ reliance on documentation and statutory interpretations over oral
recollections, especially for transactions executed several decades prior.


