G.R. NO. 170233. February 22, 2007 (Case Brief / Digest)

### Title:
**Liwang v. Menghraj**

### Facts:

José L. Liwanag, the plaintiff and appellant in this case, sought to recover the sum of P550
with legal interests from April 1936 until full payment for goods consigned under “Exhibit
A” of the complaint, in addition to P500 for damages. This case was initially decided by the
Court of First Instance of Manila, which absolved Tolaram Menghraj and other defendants
from the claim, prompting Liwanag to appeal the decision to the Court of Appeals. Given the
constitutional challenge to Act No. 3952 raised in the appeal, the Court of Appeals certified
the case to the Supreme Court. Liwanag’s appeal highlighted thirteen alleged errors by the
trial court, primarily focusing on the validity and interpretation of the Bulk Sales Law (Act
No. 3952), the factual findings regarding debt and creditor relationships, the legality of the
sale (Exhibit B), and the constitutional validity of Act No. 3952 itself.

### Issues:

1. Whether the trial court erred in its interpretation and application of facts, particularly
concerning debts owed by Khaira Din to various creditors and the legitimacy of the sale
(Exhibit B).

2. The validity and application of the Bulk Sales Law (Act No. 3952) including whether it
was rightfully applied to annul the sale due to non-compliance.

3. The constitutionality of Act No. 3952.

### Court’s Decision:
The Supreme Court upheld the decision of the Court of First Instance, finding no reversible
error in its judgment. The appeal was dismissed on several grounds:

- The factual findings of the trial court, supported by testimonies and evidence, were
deemed conclusive. These established that Din owed money to various creditors, including
Lim Tek Chuan and the defendant Menghraj, at the time of the sale of goods to Liwanag.
Moreover, Din’s failure to comply with the Bulk Sales Law prior to the transaction was
confirmed.

- The Court found no error in the admittance of evidence by the trial court meant to
demonstrate violation of the Bulk Sales Law by the plaintiff.

- On the constitutional challenge against Act No. 3952, the Supreme Court held that the law
does not violate the constitutional right to dispose of property. It reasoned that such rights
are not absolute and can be regulated under the State’s police powers to protect the rights
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of creditors and maintain public order. Consequently, the law was deemed constitutional.
- The contractual sale (Exhibit B) was nullified for failing to meet the requirements set by
the Bulk Sales Law, rendering Liwanag’s claim for the goods’ value unmerited.

### Doctrine:

The Supreme Court reiterated the principle that an individual’s constitutional rights,
including property rights, are not absolute and may be subject to reasonable restrictions
under the State’s police powers to protect the rights of others or the public interest.
Furthermore, the decision reinforced the validity of the Bulk Sales Law (Act No. 3952),
emphasizing its purpose in protecting creditors from fraudulent transactions.

### Class Notes:

- **Bulk Sales Law (Act No. 3952)**: Under this law, certain transactions are regulated to
prevent debtors from disposing of their inventory without making provisions for their
creditors. Compliance with specific requirements is mandated prior to the sale for the
protection of creditors’ rights.

- **Constitutional Rights vs. State Police Powers**: The Supreme Court highlighted the
balance between individual rights and the State’s authority to impose regulations for the
public good. The case underscores that while individuals have the right to dispose of their
property, this right can be subject to lawful restrictions to protect creditors and maintain
public order.

- **Doctrine of Finality of Factual Findings**: The factual findings of the trial court, when
supported by substantial evidence, are generally conclusive and not subject to review by the
Supreme Court, except in cases of grave abuse of discretion or lack of jurisdiction.

### Historical Background:

This case delves into the nuances of creditor-debtor relations and the regulation of
commercial transactions in the early 20th century Philippines. The application and
challenge of the Bulk Sales Law reflect the evolving legal landscape concerning commercial
practices and the protection of creditors’ rights. Additionally, the Supreme Court’s decision
in this case adds to the jurisprudential discourse on the balance between individual rights
and the regulatory prerogatives of the State.
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