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THIRD DIVISION

[ G. R. No. 116320, November 29, 1999 ]

ADALIA FRANCISCO, PETITIONER, VS. COURT OF APPEALS ,
HERBY COMMERCIAL & CONSTRUCTION CORPORATION AND

JAIME C. ONG, RESPONDENTS.




D E C I S I O N

GONZAGA-REYES, J.:

Assailed in this petition for review on certiorari is the decision[1] of the Court of
Appeals affirming the decision[2] rendered by Branch 168 of the Regional Trial Court
of Pasig in Civil Case No. 35231 in favor of private respondents.

The controversy before this Court finds its origins in a Land Development and
Construction Contract which was entered into on June 23, 1977 by A. Francisco
Realty & Development Corporation (AFRDC), of which petitioner Adalia Francisco
(Francisco) is the president, and private respondent Herby Commercial &
Construction Corporation (HCCC), represented by its President and General Manager
private respondent Jaime C. Ong (Ong), pursuant to a housing project of AFRDC at
San Jose del Monte, Bulacan, financed by the Government Service Insurance
System (GSIS). Under the contract, HCCC agreed to undertake the construction of
35 housing units and the development of 35 hectares of land. The payment of HCCC
for its services was on a turn-key basis, that is, HCCC was to be paid on the basis of
the completed houses and developed lands delivered to and accepted by AFRDC and
the GSIS. To facilitate payment, AFRDC executed a Deed of Assignment in favor of
HCCC to enable the latter to collect payments directly from the GSIS. Furthermore,
the GSIS and AFRDC put up an Executive Committee Account with the Insular Bank
of Asia & America (IBAA) in the amount of P4,000,000.00 from which checks would
be issued and co-signed by petitioner Francisco and the GSIS Vice-President
Armando Diaz (Diaz).

On February 10, 1978, HCCC filed a complaint[3] with the Regional Trial Court of
Quezon City against Francisco, AFRDC and the GSIS for the collection of the unpaid
balance under the Land Development and Construction Contract in the amount of
P515,493.89 for completed and delivered housing units and land development.
However, the parties eventually arrived at an amicable settlement of their
differences, which was embodied in a Memorandum Agreement executed by HCCC
and AFRDC on July 21, 1978. Under the agreement, the parties stipulated that
HCCC had turned over 83 housing units which have been accepted and paid for by
the GSIS. The GSIS acknowledged that it still owed HCCC P520,177.50 representing
incomplete construction of housing units, incomplete land development and 5%
retention, which amount will be discharged when the defects and deficiencies are
finally completed by HCCC. It was also provided that HCCC was indebted to AFRDC
in the amount of P180,234.91 which the former agreed would be paid out of the
proceeds from the 40 housing units still to be turned over by HCCC or from any



amount due to HCCC from the GSIS. Consequently, the trial court dismissed the
case upon the filing by the parties of a joint motion to dismiss.

Sometime in 1979, after an examination of the records of the GSIS, Ong discovered
that Diaz and Francisco had executed and signed seven checks[4], of various dates
and amounts, drawn against the IBAA and payable to HCCC for completed and
delivered work under the contract. Ong, however, claims that these checks were
never delivered to HCCC. Upon inquiry with Diaz, Ong learned that the GSIS gave
Francisco custody of the checks since she promised that she would deliver the same
to HCCC. Instead, Francisco forged the signature of Ong, without his knowledge or
consent, at the dorsal portion of the said checks to make it appear that HCCC had
indorsed the checks; Francisco then indorsed the checks for a second time by
signing her name at the back of the checks and deposited the checks in her IBAA
savings account. IBAA credited Francisco's account with the amount of the checks
and the latter withdrew the amount so credited.

On June 7, 1979, Ong filed complaints with the office of the city fiscal of Quezon
City, charging Francisco with estafa thru falsification of commercial documents.
Francisco denied having forged Ong's signature on the checks, claiming that Ong
himself indorsed the seven checks in behalf of HCCC and delivered the same to
Francisco in payment of the loans extended by Francisco to HCCC. According to
Francisco, she agreed to grant HCCC the loans in the total amount of P585,000.00
and covered by eighteen promissory notes in order to obviate the risk of the non-
completion of the project. As a means of repayment, Ong allegedly issued a
Certification authorizing Francisco to collect HCCC's receivables from the GSIS.
Assistant City Fiscal Ramon M. Gerona gave credence to Francisco's claims and
accordingly, dismissed the complaints, which dismissal was affirmed by the Minister
of Justice in a resolution issued on June 5, 1981.

The present case was brought by private respondents on November 19, 1979
against Francisco and IBAA for the recovery of P370,475.00, representing the total
value of the seven checks, and for damages, attorney's fees, expenses of litigation
and costs. After trial on the merits, the trial court rendered its decision in favor of
private respondents, the dispositive portion of which provides -

WHEREFORE, premises considered, judgment is hereby rendered in favor
of the plaintiffs and against the defendants INSULAR BANK OF ASIA &
AMERICA and ATTY. ADALIA FRANCISCO, to jointly and severally pay the
plaintiffs the amount of P370.475.00 plus interest thereon at the rate of
12% per annum from the date of the filing of the complaint until the full
amount is paid; moral damages to plaintiff Jaime Ong in the sum of
P50,000.00; exemplary damages of P50,000.00; litigation expenses of
P5,000.00; and attorney's fees of P50,000.00.




With respect to the cross-claim of the defendant IBAA against its co-
defendant Atty. Adalia Francisco, the latter is ordered to reimburse the
former for the sums that the Bank shall pay to the plaintiff on the forged
checks including the interests paid thereon.



Further, the defendants are ordered to pay the costs.




Based upon the findings of handwriting experts from the National Bureau of



Investigation (NBI), the trial court held that Francisco had indeed forged the
signature of Ong to make it appear that he had indorsed the checks. Also, the court
ruled that there were no loans extended, reasoning that it was unbelievable that
HCCC was experiencing financial difficulties so as to compel it to obtain the loans
from AFRDC in view of the fact that the GSIS had issued checks in favor of HCCC at
about the same time that the alleged advances were made. The trial court stated
that it was plausible that Francisco concealed the fact of issuance of the checks from
private respondents in order to make it appear as if she were accommodating
private respondents, when in truth she was lending HCCC its own money.

With regards to the Memorandum Agreement entered into between AFRDC and
HCCC in Civil Case No. Q-24628, the trial court held that the same did not make any
mention of the forged checks since private respondents were as of yet unaware of
their existence, that fact having been effectively concealed by Francisco, until
private respondents acquired knowledge of Francisco's misdeeds in 1979.

IBAA was held liable to private respondents for having honored the checks despite
such obvious irregularities as the lack of initials to validate the alterations made on
the check, the absence of the signature of a co-signatory in the corporate checks of
HCCC and the deposit of the checks on a second indorsement in the savings account
of Francisco. However, the trial court allowed IBAA recourse against Francisco, who
was ordered to reimburse the IBAA for any sums it shall have to pay to private
respondents.[5]

Both Francisco and IBAA appealed the trial court's decision, but the Court of Appeals
dismissed IBAA's appeal for its failure to file its brief within the 45-day extension
granted by the appellate court. IBAA's motion for reconsideration and petition for
review on certiorari filed with this Court were also similarly denied. On November
21, 1989, IBAA and HCCC entered into a Compromise Agreement which was
approved by the trial court, wherein HCCC acknowledged receipt of the amount of
P370,475.00 in full satisfaction of its claims against IBAA, without prejudice to the
right of the latter to pursue its claims against Francisco.

On June 29, 1992, the Court of Appeals affirmed the trial court's ruling, hence this
petition for review on certiorari filed by petitioner, assigning the following errors to
the appealed decision -

1. The respondent Court of Appeals erred in concluding that private
respondents did not owe Petitioner the sum covered by the
Promissory Notes Exh.2-2-A-2-P (FRANCISCO). Such conclusion
was based mainly on conjectures, surmises and speculation
contrary to the unrebutted pleadings and evidence presented by
petitioner.




2. The respondent Court of Appeals erred in holding that Petitioner
falsified the signature of private respondent ONG on the checks in
question without any authority therefor which is patently
contradictory to the unrebutted pleading and evidence that
petitioner was expressly authorized by respondent HERBY thru ONG
to collect all receivables of HERBY from GSIS to pay the loans
extended to them. (Exhibit 3).






3. That respondent Court of Appeals erred in holding that the seven
checks in question were not taken up in the liquidation and
reconciliation of all outstanding account between AFRDC and HERBY
as acknowledged by the parties in Memorandum Agreement (Exh.
5) is a pure conjecture, surmise and speculation contrary to the
unrebutted evidence presented by petitioners. It is an inference
made which is manifestly mistaken.

4. The respondent Court of Appeals erred in affirming the decision of
the lower court and dismissing the appeal.[6]

The pivotal issue in this case is whether or not Francisco forged the signature of Ong
on the seven checks. In this connection, we uphold the lower courts' finding that the
subject matter of the present case, specifically the seven checks, drawn by GSIS
and AFRDC, dated between October to November 1977, in the total amount of
P370,475.00 and payable to HCCC, was not included in the Memorandum
Agreement executed by HCCC and AFRDC in Civil Case No. Q-24628. As observed
by the trial court, aside from there being absolutely no mention of the checks in the
said agreement, the amounts represented by said checks could not have been
included in the Memorandum Agreement executed in 1978 because private
respondents only discovered Francisco's acts of forgery in 1979. The lower courts
found that Francisco was able to easily conceal from private respondents even the
fact of the issuance of the checks since she was a co-signatory thereof.[7] We also
note that Francisco had custody of the checks, as proven by the check vouchers
bearing her uncontested signature,[8] by which she, in effect, acknowledged having
received the checks intended for HCCC. This contradicts Francisco's claims that the
checks were issued to Ong who delivered them to Francisco already indorsed.[9]




As regards the forgery, we concur with the lower courts' finding that Francisco
forged the signature of Ong on the checks to make it appear as if Ong had indorsed
said checks and that, after indorsing the checks for a second time by signing her
name at the back of the checks, Francisco deposited said checks in her savings
account with IBAA. The forgery was satisfactorily established in the trial court upon
the strength of the findings of the NBI handwriting expert.[10] Other than
petitioner's self-serving denials, there is nothing in the records to rebut the NBI's
findings. Well-entrenched is the rule that findings of trial courts which are factual in
nature, especially when affirmed by the Court of Appeals, deserve to be respected
and affirmed by the Supreme Court, provided it is supported by substantial evidence
on record,[11] as it is in the case at bench.




Petitioner claims that she was, in any event, authorized to sign Ong's name on the
checks by virtue of the Certification executed by Ong in her favor giving her the
authority to collect all the receivables of HCCC from the GSIS, including the
questioned checks.[12] Petitioner's alternative defense must similarly fail. The
Negotiable Instruments Law provides that where any person is under obligation to
indorse in a representative capacity, he may indorse in such terms as to negative
personal liability.[13] An agent, when so signing, should indicate that he is merely
signing in behalf of the principal and must disclose the name of his principal;
otherwise he shall be held personally liable.[14] Even assuming that Francisco was
authorized by HCCC to sign Ong's name, still, Francisco did not indorse the


