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[ G.R. No. 121492, October 26, 2001 ]

BAN HUA UY FLORES, BAN HA UY CHUA, AND SOON KEE
COMMERCIAL, INC., PETITIONERS, VS. JOHNNY K. H. UY,

RESPONDENT. 
  

[G.R. NO. 124325. OCTOBER 26, 2001] 
  

JOHNNY K. H. UY, PETITIONER, VS. COURT OF APPEALS, SOON
KEE COMMERCIAL, INC., BAN HUA UY FLORES, BAN HA UY CHUA,
HONGFIL SHIPPING CORPORATION AND EDUARD TAN CHONA,

RESPONDENTS. 
  

D E C I S I O N

PARDO, J.:

The above cases were consolidated and are decided jointly.  Both cases are appeals
via certiorari from a decision of the Court of Appeals.[1]

The Petitions

In G. R. No. 121492,[2] petitioners Ban Hua Uy Flores, et al.,[3] seek to modify the
decision insofar as it failed to award damages against respondent Johnny K. H. Uy.
[4]

In G. R. No. 124325,[5] respondent Johnny Uy (as petitioner) seeks to reverse and
set aside the decision and in lieu thereof, to revive the trial court's decision awarding
to respondent Johnny Uy the amount deposited (by consignation) with the Rizal
Commercial Banking Corporation, and attorney's fees in favor of counsel.

The Facts

The facts, as found by the Court of Appeals, are as follows:

"The Uy family owns appellant Soon Kee Commercial Corporation. 
Appellee Johnny Uy and appellants Ban Ha Chua and Ban Hua Flores are
brothers and sisters and were among the stockholders of the corporation
together with Magdalena Uy, Lilian Uy, Lily Uy, and Lillen Uy, Leonardo U.
Flores, Gloria U. Chan, Stephanie Chua and Melody Chua.

 

"Sometime in 1986 and 1987, disputes racked the family which later
caused Johnny Uy and his wife Magdalena to break away from the rest of
the family.  They later transferred their investments in Soon Kee to the
other stockholders of the corporation.

 



"This particular case takes its roots from a complaint for interpleader
instituted by Hongfil Shipping Corporation and Edward Tan Chona to
determine the rightful owner of a certain sum of money originally
invested with the appellee-corporation.  This complaint was filed with the
Regional Trial Court in Cebu City and was docketed as Civil Case No. CEB-
9928.

"In the amended complaint, appellee Edward Tan Chona ("Tan Chona")
and Hongfil Shipping Corporation alleged that Tan Chona received a total
of US$100,000.00 from the Soon Kee Commercial, Inc. ("Soon Kee") or
Uy family as part capitalization and operation outlay in the Hongfil
Shipping Corporation ("Hongfil").  This was given to him in two
installments, i.e., US$70,000.00 from Johnny Uy ("Johnny") and later
US$30,000.00 from Ban Ha Chua.

"Hongfil later on ceased to operate and sold the vessel used in its
operations.  Tan Chona thereafter offered to return the invested amount
or its equivalent in pesos to the defendants.  He was unable to do so,
however, because of conflicting claims among the Uy family members as
to the rightful source of the investment.

"The plaintiffs have since received demands from the Uy family
members.  But being close and in good terms with all of them, Tan Chona
decided to deposit the amount with the bank and instituted an
interpleader action so as not to be misunderstood by the Uy family.  The
equivalent amount in pesos based on the prevailing exchange rate at that
time was then deposited under Special Savings Account No. 7-445-
00001-3 with the Rizal Commercial Banking Corporation branch in Cebu
City.

"The plaintiffs then prayed that the court render judgment on the
respective rights of the defendants on the amount currently deposited
with the bank and the interest that will accrue thereon.  It was also
prayed that attorney's fees and expenses incurred by the plaintiffs be
declared to constitute a first lien or charge on the disputed amount
(Records, pp. 6-9).

"Named defendants in the complaint were Soon Kee, Johnny and Ban
Hua Flores ("Ban Hua") or Ban Ha Chua ("Ban Ha").  They are divided
into two camps. While Johnny claims the total amount as his personal
investment, the others claim that the investment is owned by the Uy
family members who are also stockholders of Soon Kee in proportion to
their holdings in the latter.

"Johnny's version of the circumstances surrounding the investment is
summarized in the following paragraphs.

"Sometime in 1984, Tan Chona invited Johnny to join him in forming a
shipping company and that he invest US$100,000 in the venture.  After
several meetings, he accepted the proposal and agreed to invest the said
amount. The understanding is that he would own 10% of the shipping



venture and Tan Chona will invite other persons to join in the business
enterprise.  (TSN-Cruz, 4 December 1991, p. 6, 12; TSN-Ybanez, 18
January 1992, pp. 7-10).

"Johnny paid his investment to Tan Chona in two installments.  The first
was in the amount of US$30,000.00 given in one hundred dollar bills
sometime in September or October 1984 at the Canada Restaurant,
Manila.  This was given personally by Johnny to Tan Chona (TSN-Cruz, 4
December 1991, p. 7, 18).  He did not ask Tan Chona for any receipt as
the latter is his friend and he trusted him (TSN-Ybanez, 18 January 1992,
p. 12-13).  On cross-examination, Johnny stated that later on, starting in
1986 when the incorporation papers of Hongfil were being processed, he
asked Tan Chona several times to give him a receipt.  Tan Chona
allegedly told him that he will issue a receipt later (TSN-Ybanez, 18
January 1992, pp. 15-16).

"Sometime in November and December 1984, Tan Chona called Johnny
by telephone and asked for the additional US$70,000.00.  They met
again at the Canada Restaurant where he gave Tan Chona a note for the
latter to get the amount from his brother-in-law in Hongkong (TSN-Cruz,
4 December 1991, p. 8) which he did (TSN-Cruz, 4 December 1991, p.
10).  Upon arrival from Hongkong, Tan Chona handed to Johnny a receipt
dated 10 January 1985 acknowledging that he received, through Mr.
Chong Chue Wei, Check No. 8871192832, the amount of US$70,000.00
drawn against an account with the Nanyang Commercial Bank (TSN-Cruz,
4 December 1991, p. 10, 12).

"Hongfil Shipping Corporation was formally established in 1986 (TSN-
Cruz, 4 December 1991, p. 12). Together with Tan Chona and Johnny, the
following made up the incorporators and subscribers of the capital stock
of the corporation: Dy Un, James Wong, Oscar Sanchez and Nelson
Arendain. Except for Nelson Arendain, the same persons composed the
Board of Directors (TSN-Cruz, 4 December 1991, p. 13-14).

"The Articles of Incorporation of the corporation, however, listed Johnny's
paid up capital contribution as P150,000.00 only (TSN-Cruz, 4 December
1991, p. 14).  This prompted him to ask Tan Chona why a lesser amount
than he actually invested was reflected in the articles.  The latter
allegedly told him that his capital contribution will be increased later as
the other incorporators have not yet fully paid their subscriptions (TSN-
Cruz, 4 December 1991, p. 16).  Johnny discussed the needed correction
with Tan Chona several times although he was unable to follow it up later
on because of the disputes that racked their family in 1986 to 1987
(TSN-Cruz, 4 December 1991, p. 18).

"Afterwards, he orally demanded from Tan Chona for the return of his
investment, less US$5,000.00 which is the equivalent amount of his paid
up capital subscription as listed in the articles of incorporation.  Tan
Chona, however, did not heed his demand (TSN-Patalinghug, 27 January
1992, p. 3) although sometime in September 1990, he promised to pay
when he comes back from the United States.  They met again after Tan
Chona's arrival and during the meeting, Johnny was given copies of



several documents including a joint venture agreement and a
memorandum of agreement (TSN-Patalinghug, 27 January 1992, p. 11).

"On the advise of friends, Johnny decided to send a written demand to
Tan Chona.  The letter was sent on 8 January 1991 through his counsel
and his uncle (TSN-Patalinghug, 27 January 1992, p. 4-6).

"On Tan Chona's request, they met to discuss the matter at the Hai Pa
Wang Restaurant located at Dasmariñas Street, Manila.  The meeting was
also attended by some of their friends.  It was agreed at the meeting
that the money should be given to him in order to avoid litigation and
any future misunderstanding.  This is because there were no documents
to prove the other defendants' claim over the money as it was Johnny
who dealt with Tan Chona and his claim is supported by documents (TSN-
Patalinghug, 27 January 1992, pp. 6-8).

"Tan Chona, however, expressed regrets that he cannot make a decision
at that meeting because he is apprehensive of the reaction of the other
members of the Uy family, especially since the eldest Uy is his brother-in-
law.  Tan Chona then suggested another meeting to which everyone in
the meeting agreed (TSN-Patalinghug, 27 January 1992, p. 8). The
proposed meeting was not held, however, because before the date set for
the meeting, Johnny received the summons for the interpleader case filed
by Tan Chona (TSN-Patalinghug, 27 January 1992, p. 8).

"Ban Hua, who testified on behalf of herself and the other defendants,
presented the following version of the circumstances relating to the
Hongfil investment.

"In 1985, Tan Chona invited the Uy family, particularly Johnny, Ban Hua
and Ban Ha to join him in putting up a shipping business and to invest
US$100,000 or ten percent of the total or entire investment (TSN-
Ybanez, 23 January 1992, p. 17-18, 22).  This amount will be utilized
partly as capital investment in the shipping corporation and partly in
purchasing a vessel (TSN-Ybanez, 23 January 1992, p. 23).

"After some discussions, the Uy family accepted the proposal and set
some terms and conditions regarding the (1) nature of the investment
and those who shall participate therein; (2) source of investment and (3)
manner of implementation (TSN-Ybanez, 23 January 192, pp. 23-24).

"As agreed, the $100,000.00 was to be a personal investment of the Uy
family members who are listed as stockholders of Soon Kee.  Their
investment was to be in proportion to their shareholdings in Soon Kee, in
the following amounts; Johnny and Magdalena Uy, 26%; Lilian Uy, Lily
Uy, and Lillen Uy, 25%; Banha Chua, 11%; Ban Hua Flores, 10%;
Leonardo U. Flores, 11%; Gloria U. Chan, 8%.  The other stockholders
are Stephanie Chua and Melody Chua (TSN-Ybanez, 23 January 1992,
pp. 25-27, 41).

"Soon Kee was to advance the money but it will be deducted from
bonuses and benefits derived from Soon Kee. Though advanced by the



corporation, the investment was understood to be a personal investment
of the shareholders and not a corporate matter (TSN-Ybanez, 23 January
1992, p. 29).

"The family also agreed to place the investment in Johnny's name but
with the express condition that it will be held in trust for the Uy family. 
Ban Hua explained that it was a usual practice in the company to trust
their brother and to put their investments in his name (TSN-Ybanez, 23
January 1992, p. 30).

"Johnny then gave US$70,000 to Tan Chona and the balance of
US$30,000 was given later on by Ban Ha Chua (TSN-Ybanez, 23 January
1992, p. 33).

"Thereafter, disputes racked the family which resulted in the breaking-
away of Johnny and his wife from the family.  Because of the break-up,
the couple assigned their shares in Soon Kee to the rest of the Uy family
(TSN-Ybanez, 23 January 1992, p. 36; Exhibits 3, 4, 5, 6, 7 and 8-Soon
Kee).

"Johnny also filed several cases against the other family members, all
involving money.  He also allegedly stole all the important family
documents, money and some stock certificates kept in the family vault. 
Johnny had also withdrawn one million pesos from the bank and
transferred it to another account.  He was allegedly able to do so because
he was the president while his wife was the cashier and treasurer of the
corporation (TSN- Ybanez, 23 January 1992, p. 37).

"Meanwhile, Tan Chona informed the family that their shipping business
is losing and to prevent further losses, he will return the US$100,000
investment made by the Uy family.  After the family was so informed,
Ban Hua, on behalf of herself and the other family members, requested
Tan Chona to return to them US$74,000.00 and the balance of
US$26,000 to Johnny and his wife, plus interest.  This demand was made
sometime in 1990 (TSN-Ybanez, 23 January 1992, p. 48-49).

"Tan Chona promised to comply but he wanted to talk with Johnny first
for clarifications as he was confused about the sharing.  Apparently, he
was not aware of the arrangements among the family regarding the
Hongfil investment.  Though Ban Hua explained the arrangement to Tan
Chona, the latter still did not return the money (TSN-Ybanez, 23 January
1992, pp. 50-51, 53-54).

"They then referred the matter to their lawyer who also sent a demand
letter to Tan Chona on 10 October 1990 and which was received on 12
October 1990 (TSN-Ybanez, 23 January 1992, p. 55; Exhibit 2-Soon
Kee).

"In explaining the sharing of the investment, Ban Hua stated that since
the Hongfil venture was made prior to the family break-up, Johnny and
his wife are entitled to 26% of the investment.


