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PEREZ, J.:

For resolution of the Court is this Petition for Review on Certiorari[1] filed by petitioners Alfredo S. Ramos,
Conchita S. Ramos, Benjamin B. Ramos, Nelson T. Ramos and Robinson T. Ramos, seeking to reverse and set
aside the Decision[2] dated 19 March 2013 and Resolution[3] dated 9 July 2014 of the Court of Appeals (CA) in
CA-G.R. CV. No. 94561. The assailed decision and resolution affirmed with modification the 23 March 2009
Decision[4] of the Regional Trial Court (RTC) of Manila, Branch 36, which ordered respondent China Southern
Airlines to pay petitioners the amount of P692,000.00, representing the amount of damages and attorney's fees.
On appeal, the appellate court affirmed the award of actual damages but deleted the order for payment of moral
and exemplary damages in the amount of P600,000.00.[5]

The Facts

On 7 August 2003, petitioners purchased five China Southern Airlines roundtrip plane tickets from Active Travel
Agency for $985.00.[6] It is provided in their itineraries that petitioners will be leaving Manila on 8 August 2003
at 0900H and will be leaving Xiamen on 12 August 2003 at 1920H.[7] Nothing eventful happened during
petitioners' flight going to Xiamen as they were able to successfully board the plane which carried them to
Xiamen International Airport. On their way back to the Manila, however, petitioners were prevented from taking
their designated flight despite the fact that earlier that day an agent from Active Tours informed them that their
bookings for China Southern Airlines 1920H flight are confirmed.[8] The refusal came after petitioners already
checked in all their baggages and were given the corresponding claim stubs and after they had paid the terminal
fees. According to the airlines' agent with whom they spoke at the airport, petitioners were merely chance
passengers but they may be allowed to join the flight if they are willing to pay an additional 500 Renminbi (RMB)
per person. When petitioners refused to defray the additional cost, their baggages were offloaded from the plane
and China Southern Airlines 1920H flight then left Xiamen International Airport without them.[9] Because they
have business commitments waiting for them in Manila, petitioners were constrained to rent a car that took them
to Chuan Chio Station where they boarded the train to Hongkong.[10] Upon reaching Hong Kong, petitioners
purchased new plane tickets from Philippine Airlines (PAL) that flew them back to Manila.[11]

Upon arrival in Manila, petitioners went to Active Travel to inform them of their unfortunate fate with China
Southern Airlines. In their effort to avoid lawsuit, Active Travel offered to refund the price of the plane tickets but
petitioners refused to accept the offer. Petitioners then went to China Southern Airlines to demand for the
reimbursement of their airfare and travel expenses in the amount of P87,375.00. When the airline refused to
accede to their demand, petitioners initiated an action for damages before the RTC of Manila against China
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Southern Airlines and Active Travel. In their Complaint docketed as Civil Case No. 04-109574, petitioners sought
for the payment of the amount of P87,375.00 as actual damages, P500,000.00 as moral damages, P500,000.00 as
exemplary damages and cost of the suit.[12]

In their Answer,[13] China Southern Airlines denied liability by alleging that petitioners were not confirmed
passengers of the airlines but were merely chance passengers. According to the airlines, it was specifically
provided in the issued tickets that petitioners are required to re-confirm all their bookings at least 72 hours before
their scheduled time of departures but they failed to do so which resulted in the automatic cancellation of their
bookings.

The RTC then proceeded with the reception of evidence after the pre-trial conference.

On 23 March 2009, the RTC rendered a Decision[14] in favor of the petitioners and ordered Chkia Southern
Airlines to pay damages in the amount of P692,000.00, broken down as follows:

"WHEREFORE, judgment is hereby rendered ordering the defendant [China Southern Airlines] to pay
[petitioners]:

1. The sum of [P]62,000.00 as actual damages;

2. The sum of [P]300,000.00 as moral damages;

3. The sum of [P]300,000.00 as exemplary damages; and

4. The sum of [P]30,000.00 for attorney's fees.

The defendants' counterclaim against plaintiffs are [hereby] dismissed for insufficiency of evidence [enough]
to sustain the damages claimed."[15]

On appeal, however, the CA modified the RTC Decision by deleting the award for moral and exemplary damages.
According to the appellate court, petitioners failed to prove that China Southern Airlines' breach of contractual
obligation was attended with bad faith.[16] The disquisition of the CA reads:

"xxx. Where in breaching the contract, the defendant is not shown to have acted fraudulently or in bad faith,
liability for damages is limited to the natural and probable consequences of the breach of the obligation and
which the parties had foreseen or could reasonably have foreseen; and in that case, such liability would not
include liability for moral and exemplary damages.

In this case, We are not persuaded that [China Southern Airlines] breach of contractual obligation had been
attended by bad faith or malice or gross negligence amounting to bad faith. On the contrary, it appears that
despite [petitioner's] failure to "re-confirm" their bookings, [China Southern Airlines] exerted diligent efforts
to comply with its obligation to [petitioners]. If at the outset, [China Southern Airlines] simply did not intend
to comply with its promise to transport [petitioners] back to Manila, it would not have taken the trouble of
proposing that the latter could still board the plane as "chance passengers" provided [that] they will pay the
necessary pay and penalties.

Thus, We believe and so hold that the damages recoverable by [petitioners] are limited to the peso value of the
PAL ticket they had purchased for their return flight from Xiamen, plus attorney's fees, in the amount of
[P]30,000.00, considering that [petitioners] were ultimately compelled to litigate their claim[s] against [China
Southern Airlines]."[17]

Since China Southern, Airlines' refusal to let petitioners board the plane was not attended by bad faith, the
appellate court decided not to award petitioners moral and exemplary damages. The CA disposed in this wise:

"WHEREFORE, premises considered, the instant appeal is hereby AFFIRMED with MODIFICATION in that
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the award of moral and exemplary damages are hereby DELETED."[18]

Dissatisfied, petitioners timely interposed a Motion for Partial Reconsideration which was partially granted by the
CA in a Resolution[19] dated 9 July 2014, to wit:

"ACCORDINGLY, the instant Motion is PARTIALLY GRANTED. The Decision dated 19 March 2013
rendered by this Court in CA-G.R. CV No. 94561 is hereby MODIFIED in that [China Southern Airlines] is
ORDERED to pay [petitioners] interest of 6% per annum on the P62,000.00 as actual damages from the
finality of this Court's Decision until the same is fully satisfied."[20]

Unflinching, petitioners elevated the matter before the Court by filing the instant Petition for Review on Certiorari
assailing the CA Decision and Resolution on the following grounds:

The Issues

I.

THE COURT OF APPEALS COMMITTED GRAVE AND SERIOUS ERROR WHEN IT DELETED THE
AWARDS OF MORAL AND EXEMPLARY DAMAGES, A DEPARTURE FROM ESTABLISHED
DOCTRINES THAT PASSENGERS WHO ARE BUMPED-OFF ARE ENTITLED TO MORAL AND
EXEMPLARY DAMAGES;

I.

THE COURT OF APPEALS COMMITTED GRAVE AND SERIOUS ERROR WHEN IT DECLARED
THAT BUMPING OFF OF THE PETITIONERS WAS NOT ATTENDED BY BAD FAITH AND MALICE
CONTRARY TO THE FINDINGS OF THE LOWER COURT;

III.

THE COURT OF APPEALS COMMITTED GRAVE AND SERIOUS ERROR WHEN IT HELD THAT THE
LEGAL INTEREST COMMENCE ONLY FROM THE FINALITY OF THE DECISION INSTEAD OF
FROM THE DATE OF EXTRA-JUDICIAL DEMAND ON 18 AUGUST 2003.[21]

The Court's Ruling

We resolve to grant the petition.

A contract of carriage, in this case, air transport, is intended to serve the traveling public and thus, imbued with
public interest.[22] The law governing common carriers consequently imposes an exacting standard of
conduct,[23] viz:

"1755 of the New Civil Code. A common carrier is bound to carry passengers safely as far as human care and
foresight can provide, using the utmost diligence of very cautious persons, with due regard for all the
circumstances."

When an airline issues a ticket to a passenger confirmed on a particular flight, on a certain date, a contract of
carriage arises, and the passenger has every right to expect that he would fly on that flight and on that date. If that
does not happen, then the carrier opens itself to a suit for breach of contract of carriage.[24] In an action based on
a breach of contract of carriage, the aggrieved party does not have to prove that the common carrier was at fault or
was negligent.[25] All he has to prove is the existence of the contract and the fact of its non-performance by the
carrier, through the latter's failure to carry the passenger to its destination.[26]

It is beyond question in the case at bar that petitioners had an existing contract of air carriage with China Southern
Airlines as evidenced by the airline tickets issued by Active Travel. When they showed up at the airport and after
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they went through the routine security check including the checking in of their luggage and the payment of the
corresponding terminal fees, petitioners were not allowed by China Southern Airlines to board on the plane. The
airlines' claim that petitioners do not have confirmed reservations cannot be given credence by the Court. The
petitioners were issued two-way tickets with itineraries indicating the date and time of their return flight to
Manila. These are binding contracts of carriage.[27] China Southern Airlines allowed petitioners to check in their
luggage and issued the necessary claim stubs showing that they were part of the flight. It was only after petitioners
went through all the required check-in procedures that they were informed by the airlines that they were merely
chance passengers. Airlines companies do not, as a practice, accept pieces of luggage from passengers without
confirmed reservations. Quite tellingly, all the foregoing circumstances lead us to the inevitable conclusion that
petitioners indeed were bumped off from the flight. We cannot from the records of this case deduce the true
reason why the airlines refused to board petitioners back to Manila. What we can be sure of is the unacceptability
of the proffered reason that rightfully gives rise to the claim for damages.

The prologue shapes the body of the petitioners' rights, that is, that they are entitled to damages, actual, moral and
exemplary.

There is no doubt that petitioners are entitled to actual or compensatory damages. Both the RTC and the CA
uniformly held that there was a breach of contract committed by China Southern Airlines when it failed to deliver
petitioners to their intended destination, a factual finding that we do not intend to depart from in the absence of
showing that it is unsupported by evidence. As the aggrieved parties, petitioners had satisfactorily proven the
existence of the contract and the fact of its non-performance by China Southern Airlines; the concurrence of these
elements called for the imposition of actual or compensatory damages.

With respect to moral damages, the following provision of the New Civil Code is instructive:

Article 2220. Willful injury to property may be a legal ground for awarding moral damages if the court should
find that, under the circumstances, such damages are justly due. The same rule applies to breaches of contract
where the defendant acted fraudulently or in bad faith.

Bad faith does not simply connote bad judgment or negligence. It imports dishonest purpose or some moral
obliquity and conscious doing of a wrong. It means breach of a known duty through some motive, interest or ill
will that partakes the nature of fraud. Bad faith is in essence a question of intention.[28]

In Japan Airlines v. Simangan,[29] the Court took the occasion to expound on the meaning of bad faith in a
breach of contract of carriage that merits the award of moral damages:

"Clearly, JAL is liable for moral damages. It is firmly settled that moral damages are recoverable in suits
predicated on breach of a contract of carriage where it is proved that the carrier was guilty of fraud or bad faith,
as in this case. Inattention to and lack of care for the interests of its passengers who are entitled to its utmost
consideration, particularly as to their convenience, amount to bad faith which entitles the passenger to an
award of moral damages. What the law considers as bad faith which may furnish the ground for an award of
moral damages would be bad faith in securing the contract and in the execution thereof, as well as in the
enforcement of its terms, or any other kind of deceit."

Applying the foregoing yardstick in the case at bar, We find that the airline company acted in bad faith in
insolently bumping petitioners off the flight after they have completed all the pre-departure routine. Bad faith is
evident when the ground personnel of the airline company unjustly and unreasonably refused to board petitioners
to the plane which compelled them to rent a car and take the train to the nearest airport where they bought new
sets of plane tickets from another airline that could fly them home. Petitioners have every reason to expect that
they would be transported to their intended destination after they had checked in their luggage and had gone
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through all the security checks. Instead, China Southern Airlines offered to allow them to join the flight if they are
willing to pay additional cost; this amount is on top of the purchase price of the plane tickets. The requirement to
pay an additional fare was insult upon injury. It is an aggravation of the breach of contract. Undoubtedly,
petitioners are entitled to the award of moral damages. The purpose of awarding moral damages is to enable the
injured party to obtain means, diversion or amusement that will serve to alleviate the moral suffering [that] he has
undergone by reason of defendant['s] culpable action.[30]

China Southern Airlines is also liable for exemplary damages as it acted in a wantonly oppressive manner as
succinctly discussed above against the petitioners. Exemplary damages which are awarded by way of example or
correction for the public good, may be recovered in contractual obligations, as in this case, if defendant acted in
wanton, fraudulent, reckless, oppressive or malevolent manner.[31]

Article 2216 of the Civil Code provides that assessment of damages is left to the discretion of the court according
to the circumstances of each case. This discretion is limited by the principle that the amount awarded should not
be palpably excessive as to indicate that it was the result of prejudice or corruption on the part of the trial court.
Simply put, the amount of damages must be fair, reasonable and proportionate to the injury suffered.[32] With
fairness as the benchmark, We find adequate the amount of P300,000.00 each for moral and exemplary damages
imposed by the trial court.

The last issue is the reckoning point of the 6% interest on the money judgment. Following this Court's ruling in
Nacar v. Gallery Frames,[33] we agree with the petitioners that the 6% rate of interest per annum shall be
reckoned from the date of their extrajudicial demand on 18 August 2003 until the date of finality of this judgment.
The total amount shall thereafter earn interest at the rate of six percent (6%) per annum from such finality of
judgment until its satisfaction.

WHEREFORE, premises considered, the petition is GRANTED. The Court hereby AWARDS petitioners the
following amounts:

(a)

P62,000.00 as actual damages, with 6% interest per annum from date of extrajudicial demand on 18 August
2003 until finality of this judgment, and the total amount to thereafter earn interest at 6% per annum from
finality of judgment until full satisfaction;

(b)

P300,000.00 as moral damages; and

(c)

P300,000.00 as exemplary damages.

SO ORDERED.

Velasco, Jr., (Chairperson), Peralta, Reyes, and Jardeleza, JJ., concur.

November 16, 2016
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NOTICE OF JUDGMENT

Sirs / Mesdames:

Please take notice that on September 21, 2016 a Decision, copy attached hereto, was rendered by the Supreme
Court in the above-entitled case, the original of which was received by this Office on November 16, 2016 at 3:25
p.m.

Very truly yours,

(SGD)

WILFREDO V. LAPITAN

Division Clerk of Court
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