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AUSTRIA-MARTINEZ, J.:

Before us are two consolidated petitions for review on certiorari under Rule 45 of the Rules of Court assailing the
Decision[1] of the Court of Appeals (CA) dated November 27, 2000 in CA-G.R. CV No. 53962, which affirmed
with modification the Decision dated August 11, 1995 of the Regional Trial Court, Branch 25, Manila (Manila
RTC); and the CA Resolution dated May 3, 2001, which denied the parties' separate motions for reconsideration.

The factual background of the case is as follows:

On May 23, 1990, Edgardo Buenaventura, Myrna Lizardo and Yolanda Tica (Buenaventura, et al.), all officers of
the International Baptist Church and International Baptist Academy in Malabon, Metro Manila, filed a complaint
for "Reinstatement of Current Account/Release of Money plus Damages" against BPI Family Bank (BPI-FB)
before the Manila RTC, docketed as Civil Case No. 90-53154.[2]

They alleged that: on August 30, 1989, they accepted from Amado Franco BPI-FB Check No. 129004 dated
August 29, 1989 in the amount of P500,000.00, jointly issued by Eladio Teves and Joseph Teves;[3] they opened
Current Account No. 807-065314-0 with the BPI-FB Branch at Bonifacio Market, Edsa, Caloocan City and
deposited the check as initial deposit; the check was subsequently cleared and the amount was credited to their
Current Account; on September 3, 1989, they drew a check in the amount of P10,171.50 and pursuant to normal
banking procedure the check was honored and debited from their Current Account, leaving a balance of
P490,328.50; on September 4, 1989, they drew another check in the amount of P46,189.60; instead of debiting the
said amount against their Current Account, it was debited, without their knowledge and consent, against their
Savings Account No. 08-95332-5 with the same branch; on September 9, 1989, they drew a check for P91,270.00
which, upon presentment for payment, was dishonored for the reason "account closed," in spite of the balance in
the Current Account of P490,328.50; they thereafter learned from BPI-FB that their Current Account had been
frozen upon instruction of Severino P. Coronacion, Vice-President of BPI-FB on the ground that the source of
fund was illegal or unauthorized; they demanded the reinstatement of the account, but BPI-FB refused.

On June 20, 1990, BPI-FB filed a motion to dismiss on the ground of litis pendentia, alleging that there is a
pending case for recovery of sum of money arising from the BPI-FB Check No. 129004 dated August 29, 1989
before the Regional Trial Court (RTC), Branch 146, Makati[4] and Buenaventura is one of the defendants
therein.[5] Buenaventura, et al. opposed the motion to dismiss on the ground that there is no identity of parties,
rights asserted and reliefs prayed between the two cases.[6]

On October 10, 1990, the Manila RTC denied the motion to dismiss, ruling that there can be no res judicata
between the two cases since the parties are different and the causes of action are not the same.[7]
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On December 10, 1990, BPI-FB filed its answer alleging that: the check received by Buenaventura, et al. from
Amado Franco was drawn by Eladio Teves and Joseph Teves against the Current Account of the Tevesteco
Arrastre Stevedoring Co., Inc. (Tevesteco); the funds in the said Tevesteco account allegedly consisted mainly of
funds in the amount of P80,000,000.00 transferred to it from another account belonging to the First Metro
Investment Corporation (FMIC); such transfer of funds was effected on the basis of an Authority to Debit bearing
the signatures of certain officers of FMIC; upon its investigation, BPI-FB found that the signatures in the
Authority to Debit were forged; before this, however, Tevesteco had already issued several checks against its
Current Account, one of which is the BPI-FB Check No. 129004 received by Buenaventura, et al. from Amado
Franco, after a series of indorsements; it has the right to consider the Current Account of Buenaventura, et al.,
which is funded from BPI-FB Check No. 129004, as closed and to refuse any further withdrawal from the same;
assuming that the forgery claim of FMIC is untrue and incorrect, it is the right of the BPI-FB, as a matter of
protecting its interests, to freeze their account or to hold it in suspense and not to allow any withdrawals therefrom
in the meantime that the issue of forgery remains unsettled; FMIC has instituted another civil action, presently
pending appeal, against BPI-FB and several other defendants for the recovery of the P80,000,000.00 transferred
from the former's account to Tevesteco's account.[8]

Following trial on the merits, on August 11, 1995, the Manila RTC rendered its decision, finding that: BPI-FB had
no right to unilaterally freeze the deposits of Buenaventura, et al. since the latter had no participation in any fraud
that may have attended the prior fund transfers from FMIC to Tevesteco; as holders in good faith and for value of
the BPI-FB Check No. 129004, their rights to the sum embodied in the said check should have been respected;
BPI-FB's unilateral action of freezing the Current Account amounted to an unlawful confiscation of their property
without due process. The dispositive portion of the RTC decision reads as follows:

WHEREFORE, in view of the foregoing judgment is rendered in favor of the plaintiff and against the
defendant bank and the latter is ordered as follows:

- To pay the plaintiff the sum of P490,328.50 representing the balance of the plaintiff's deposit under Account
No. 807-065-313-0 which was unlawfully frozen by the bank and finally debited against said account with
legal rate of interest from date of closure;

- To pay the sum of P200,000.00 as moral damages;

- To pay the amount of P200,000.00 as exemplary damages to serve as an example and lesson to serve as a
deterrent for similar action which the bank may take against its depositors in the future;

- To pay the sum of P50,000.00 as attorney's fees.

SO ORDERED.[9]

Dissatisfied, BPI-FB appealed to the CA. It alleged that: the case should have been dismissed for lack of cause of
action because it is the International Baptist Academy which is the owner of the funds deposited with BPI-FB and
therefore the real party-in-interest, although the account is in the name of Buenaventura, et al.; the RTC should
not have ordered the payment of the balance of the Current Account of Buenaventura, et al. because the latter
were interested only in the reinstatement of their Current Account; the provisions of the Negotiable Instruments
Law should not have been applied by the RTC to support its position that Buenaventura, et al. are the owners of
the funds in their Current Account; BPI-FB is entitled to freeze the account of Buenaventura, et al. and to disallow
any withdrawals therefrom as a measure to protect its interest; BPI-FB, not Buenaventura, et al., is entitled to
damages.

On November 27, 2000, the CA affirmed the decision of the Manila RTC, holding that BPI-FB did not act in
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accordance with law.[10] It ruled that the relationship between the bank and the depositor is that of debtor and
creditor and, as such, BPI-FB could not lawfully refuse to make payments on the checks drawn and issued by
Buenaventura, et al., provided only that there are funds available in the latter's deposit. It further declared that
BPI-FB is not justified in freezing the amounts deposited by Buenaventura, et al. for suspicion of being "illegal"
or "unauthorized" as a result of the claimed fraud perpetuated against FMIC because: (a) it has not been
sufficiently shown that the funds in the account of Buenaventura, et al. were derived exclusively from the alleged
P80,000,000.00 unlawfully transferred from the funds of FMIC or that the deposit under the name of Tevesteco
consisted exclusively of the said P80,000,000.00 debited from FMIC's account; and (b) there is no clear proof of
any involvement of Buenaventura, et al., the International Baptist Church or International Baptist Academy in the
alleged irregularities attending the fund transfer from FMIC to Tevesteco.

The CA also found unmeritorious BPI-FB's claim that Buenaventura, et al. have no cause of action since the
International Baptist Academy is the real party-in-interest. It held that since it is undisputed that it is the Current
Account of Buenaventura, et al. which was frozen and closed by BPI-FB, then the former are the
parties-in-interest in the reopening of the said account. It found no error in the Manila RTC's order that BPI-FB
pay the amount of P490,328.50 plus interest directly to Buenaventura, et al. since the reinstatement of the Current
Account would mean the same thing as the payment of the balance; Buenaventura, et al. would necessarily have
the right to withdraw their deposit if and when they see it fit. Furthermore, the CA held that the RTC's disposition
falls under the general prayer of Buenaventura, et al. for such other reliefs as may be just and equitable under the
attendant circumstances.

With regard to award of damages, the CA sustained the award of moral damages and attorney's fees, holding that
BPI-FB's actuations were established to have caused Buenaventura, et al. to incur the distrust of their Baptist
brethren, besides suffering mental anguish, serious anxiety, wounded feelings, and moral shock but found no basis
for the award of exemplary damages of P200,000.00 for lack of showing that BPI-FB was not animated by any
wanton, fraudulent, reckless, oppressive or malevolent intent.

Both parties filed separate motions for reconsideration. Buenaventura, et al. sought reconsideration of the deletion
of the award of exemplary damages.[11] On the other hand, BPI-FB reiterated its argument that the International
Baptist Academy is the real party-in-interest. It also assailed the findings and conclusions of the CA.[12]

On May 3, 2001, the CA denied both motions for reconsideration.[13]

Hence, the present two consolidated petitions for review on certiorari.

In G.R No. 148196, BPI-FB ascribes six errors upon the CA, to wit:

- The Honorable Court of Appeals committed a reversible error in holding that the respondents are the real
parties-in-interest in this case contrary to the admissions of respondents themselves that it is the International
Baptist Academy who is the owner of the funds in question and hence it is and out to be the real party in
interest in this case.

- The Honorable Court of Appeals committed a grave abuse of discretion in not dismissing respondent's
complaint for lack of cause of action.

- The Honorable Court of Appeals committed a reversible error in NOT holding, based on a misapprehension
of facts that BPI-FB is entitled to freeze respondents' account and to disallow any withdrawal therefrom as a
measure to protect its interest.

- The Honorable Court of Appeals committed a reversible error in holding, based on a misapprehension of
facts, that it has not been sufficiently shown that the funds in deposit with BPI-FB under the name of the
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respondents were derived exclusively from the alleged 80 million pesos unlawfully transferred from the funds
of FMIC or that the deposit under the name of Tevesteco consisted exclusively of the said 80 million pesos
debited from FMIC's account.

- The Honorable Court of Appeals committed a grave abuse of discretion in NOT upholding the position of
BPI-FB on the freezing of respondents' current account when it held that there was no clear proof of any
involvement by the respondents with the alleged irregularities attending the fund transfer from FMIC to
Tevesteco.

- The Honorable Court of Appeals committed a grave abuse of discretion, in holding, in effect, that there is
nothing wrong with the Lower Court's order directing BPI-FB to pay to respondents directly the balance of
their account plus interest although their prayer in their complaint was only to reinstate their current
account.[14]

Anent the first and second grounds, BPI-FB maintains that the complaint should have been dismissed for lack of
cause of action because Buenaventura et al. admit that the International Baptist Academy is the owner of the
funds in question and therefore the real party-in-interest to prosecute the action.

On the third ground, BPI-FB asserts that it has the right to consider the account of Buenaventura, et al. as frozen
and to refuse any withdrawals from the same because of the forgery claim of FMIC. Assuming the forgery claim
of FMIC is true and correct, the amount transferred from FMIC's account to Tevesteco's account is the money of
BPI-FB under the principle that a bank is deemed to have disbursed its own funds. It submits that as an original
owner who is restored in possession of stolen property, it has a better right over such property than a mere
transferee no matter how innocent the latter may be.

Concerning the fourth ground, BPI-FB submits that ample proof was presented by it that the deposit under the
name of Tevesteco consisted exclusively of the P80,000,000.00 debited from FMIC's account and the funds in
deposit with BPI-FB under the name of Buenaventura, et al. were derived exclusively from the P80,000,000.00
unlawfully transferred from the funds of FMIC.

With regard to the fifth ground, BPI-FB concedes that there is no clear proof of any involvement by
Buenaventura, et al. in the alleged irregularities attending the fund transfer from FMIC to Tevesteco. It insists,
however, that the freezing of the account was triggered by the forgery claim of FMIC and the unauthorized fund
transfer to Tevesteco based on the principle that a bank is deemed to have disbursed its own funds, and not its
depositors, where the authority for such disbursement is a forgery and null and void. It had the right to set up its
ownership of the money as against that of Buenaventura, et al. and to refuse to return the same to them.

As to the sixth ground, BPI-FB points out that Buenaventura, et al. originally prayed in the alternative for the
reinstatement of their Current Account or for payment of the balance remaining in said account but they
subsequently chose to delete that portion praying for the payment of the balance of their account. It submits that
Buenaventura, et al. deliberately did this to sidestep the other pending case filed against the suspected perpetrators
of the fraud, including Amado Franco and Buenaventura, before RTC, Branch 146, Makati.

In G.R. No. 148259, Buenaventura, et al. anchor their petition on a sole ground, to wit:

The Honorable Court of Appeals has decided the case in a way not in accord with law and applicable
jurisprudence in the deletion of the award of exemplary damages granted by the court a quo.[15]

They submit that BPI-FB acted in a wanton, reckless, oppressive and malevolent manner in freezing, and
subsequently closing, their account without prior notification. They insist that BPI-FB failed in its obligation, as
an entity engaged in business affected with public interest, to treat the accounts of its depositors with meticulous
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care, having in mind the fiduciary nature of their relationship. Moreover, as if to compound its reckless conduct,
BPI-FB declared itself the owner of the money which the depositors have placed in its care, freezing and later
closing the depositors' account, all before due notice and without first giving the latter the opportunity to properly
present their side or at least sufficient time to direct their course of action, like refraining from issuing any check,
to eventually save themselves from any embarrassment and/or possible criminal prosecution for estafa or violation
of Batas Pambansa Blg. 22.

We rule in favor of Buenaventura, et al.

It is elementary that it is only in the name of a real party-in-interest that a civil suit may be prosecuted. Under
Section 2, Rule 3 of the Rules of Civil Procedure, a real party-in-interest is the party who stands to be benefited or
injured by the judgment in the suit, or the party entitled to the avails of the suit. "Interest" within the meaning of
the rule means material interest, an interest in issue and to be affected by the decree, as distinguished from mere
interest in the question involved, or a mere incidental interest.[16] One having no right or interest to protect
cannot invoke the jurisdiction of the court as a party plaintiff in an action.[17] To qualify a person to be a real
party-in-interest in whose name an action must be prosecuted, he must appear to be the present real owner of the
right sought to be enforced.[18] Since a contract may be violated only by the parties thereto as against each other,
in an action upon that contract, the real parties-in-interest, either as plaintiff or as defendant, must be parties to the
said contract.[19]

In the present case, Buenaventura, et al. are the real parties-in-interest. They are the parties who contracted with
BPI-FB with regard to the Current Account. While the funds were used for purposes of the International Baptist
Church and the International Baptist Academy, it must be noted that the Current Account is in the name of
Buenaventura, et al. They are the signatories of the check which was dishonored by BPI-FB upon presentment
and the ones who will be held accountable for the nonpayment or dishonor of any check they issued. Thus, they
are the real parties-in-interest to enforce the terms of the contract of deposit with BPI-FB.

Furthermore, BPI-FB has no unilateral right to freeze the current account of Buenaventura, et al. based on the
suspicion that the funds in the latter's account are illegal or unauthorized having been sourced from the unlawful
transfer of funds from the account of FMIC to Tevesteco and disallow any withdrawal therefrom to allegedly
protect its interest.

Needless to stress, the contract between a bank and its depositor is governed by the provisions of the Civil Code
on simple loan.[20] Thus, there is a debtor-creditor relationship between a bank and its depositor. The bank is the
debtor and the depositor is the creditor. The depositor lends the bank money and the bank agrees to pay the
depositor on demand. The savings or current deposit agreement between the bank and the depositor is the contract
that determines the rights and obligations of the parties.

Every bank that issues checks for the use of its customers should know whether or not the drawer's signature
thereon is genuine, whether there are sufficient funds in the drawers account to cover checks issued, and it should
be able to detect alterations, erasures, superimpositions or intercalations thereon, for these instruments are
prepared, printed and issued by itself, it has control of the drawer's account, and it is supposed to be familiar with
the drawer's signature. It should possess appropriate detecting devices for uncovering forgeries and/or alterations
on these instruments. Unless a forgery or alteration is attributable to the fault or negligence of the drawer himself,
the remedy of the drawee bank that negligently clears a forged and/or altered check for payment is against the
party responsible for the forgery or alteration, otherwise, it bears the loss.[21]

There is nothing inequitable in such a rule for if in the regular course of business the check comes to the drawee
bank which, having the opportunity to ascertain its character, pronounces it to be valid and pays it, as in this case,

BATAS.org - Philippine Law Library G.R. NO. 148196. September 30, 2005

© 2026 batas.org  ·  Philippine Bar Review & Law-School Companion Page 5 of 9

Bar review courses, mock exams and a study planner that keeps you on pace - batas.org



it is not only a question of payment under mistake, but payment in neglect of duty which the commercial law
places upon it, and the result of its negligence must rest upon it.[22]

Having been negligent in detecting the forgery prior to clearing the check, BPI-FB should bear the loss and can't
shift the blame to Buenaventura, et al. having failed to show any participation on their part in the forgery. BPI-FB
fails to point any circumstance which should have put Buenaventura, et al. on inquiry as to the why and wherefore
of the possession of the check by Amado Franco. Buenaventura, et al. were not privies to any transaction
involving FMIC, Tevesteco or Franco. They thus had no obligation to ascertain from Franco what the nature of
the latter's title to the checks was, if any, or the nature of his possession. They cannot be guilty of gross neglect
amounting to legal absence of good faith, absent any showing that there was something amiss about Franco's
acquisition or possession of the check, which was payable to bearer.[23]

Thus, the fact that the funds in deposit with BPI-FB under the name of Buenaventura, et al. were allegedly derived
exclusively from the alleged P80,000,000.00 unlawfully transferred from the funds of FMIC or that the deposit
under the name of Tevesteco consisted allegedly exclusively of the said P80,000,000.00 debited from FMIC's
account is immaterial. These circumstances cannot be used against a party not privy to the forgery.

There is no merit to the claim that the CA erred in affirming the RTC's order directing BPI-FB to pay the balance
of their account plus interest although the prayer was only to reinstate their Current Account. The complaint does
contain a general prayer "for such other relief as may be just and equitable in the premises." And this general
prayer is broad enough "to justify extension of a remedy different from or together with the specific remedy
sought."[24] Indeed, a court may grant relief to a party, even if the party awarded did not pray for it in his
pleadings.[25]

As to the prayer of Buenaventura, et al. for exemplary damages, the Court finds that the CA erred in deleting the
award of exemplary damages. The law allows the grant of exemplary damages to set an example for the public
good.[26] The business of a bank is affected with public interest; thus, it makes a sworn profession of diligence
and meticulousness in giving irreproachable service.[27] For this reason, the bank should guard against injury
attributable to negligence or bad faith on its part.[28] The award of exemplary damages is proper as a warning to
BPI-FB and all concerned not to recklessly disregard their obligation to exercise the highest and strictest diligence
in serving their depositors. However, the award should be in a reduced amount of P50,000.00 since exemplary
damages are imposed not to enrich one party or impoverish another but to serve as a deterrent against or as a
negative incentive to curb socially deleterious actions.[29]

In summation, the Court reminds BPI-FB that the banking sector must at all times maintain a high level of
meticulousness, always having in mind the fiduciary nature of its relationship with its depositors.[30] This
fiduciary relationship means that the bank's obligation to observe "high standards of integrity and performance" is
deemed written into every deposit agreement between a bank and its depositor. Failure to comply with this
standard shall render a bank liable to its depositors for damages.

WHEREFORE, the petition in G.R. No. 148196 is DENIED and the petition in G.R. No. 148259 is GRANTED.
The assailed Decision dated November 27, 2000 and Resolution dated May 3, 2001 of the Court of Appeals in
CA-G.R. CV No. 53962, which affirmed with modification the Decision rendered by the Regional Trial Court,
Branch 25, Manila, dated August 11, 1995 in Civil Case No. 90-53154, are hereby AFFIRMED with the
MODIFICATION that BPI Family Bank is directed to pay Buenaventura, et al. the amount of P50,000.00 as
exemplary damages. Costs against BPI Family Bank.

SO ORDERED.
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hands-free presentation mode. Study while commuting, working out, or resting your eyes.

Bar review built on the science of memory.
Complete, sequenced courses for all eight bar subjects, narrated like podcasts and reinforced with retrieval practice and
spaced review - the study techniques with the strongest evidence behind them.

The full law-school curriculum.
One subscription unlocks the entire J.D. curriculum - every subject, every lesson, with your progress tracked down to
the paragraph so you can pick up exactly where you left off, on any device.

Mock exams that tell you where you stand.
Timed multiple-choice exams graded instantly, with per-subject score breakdowns and focus suggestions that point you
at your weakest topics first.

A study planner that keeps you on pace.
Set your schedule and BATAS tells you every day whether you are on track for bar day - and exactly which lesson to
take next.

Start free at https://batas.org
The law library is free forever - and your first lesson is one click away.
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