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SECOND DIVISION

[ G.R. No. 168756, December 07, 2009 ]

SHRIMP SPECIALISTS, INC,, PETITIONER, VS. FUJI-TRIUMPH
AGRI-INDUSTRIAL CORPORATION, RESPONDENT.

[G.R. No. 171476]

FUJI-TRIUMPH AGRI-INDUSTRIAL CORPORATION, PETITIONER,
VS. SHRIMP SPECIALISTS, INC. AND EUGENE LIM,
RESPONDENTS.

DECISION
CARPIO, J.:

The Case

This is a consolidation of two separate petitions. In G.R. No. 168756, Shrimp
Specialists, Inc. (Shrimp Specialists) filed a Petition for Review on Certiorarill!

assailing the Court of Appeals' Decision[2] dated 28 June 2005 in CA-G.R. CV No.
57420. In the assailed decision, the Court of Appeals (CA) ordered Shrimps
Specialists to pay Fuji-Triumph Agri-Industrial Corporation (Fuji) the following:

1. the sum of P767,427.00 representing the principal amount for the
deliveries made by plaintiff from June to July 1989 inclusive plus six
percent (6%) thereon per annum computed from extrajudicial demand,
February 2, 1990, until the finality of the judgment plus twelve percent
(12%) interest thereon per annum, computed from the finality of this
judgment until the amount is fully paid;

the sum of P30,000.00 as reasonable attorney's fees; and the cost of this

suit.[3]

The CA modified the Regional Trial Court's Decisionl4] dated 15 April 1997 by
dismissing the case against Eugene Lim, President of Shrimp Specialists.

In G.R. No. 171476, Fuji filed a Petition for Review on Certioraril®! assailing the CA
Resolution dated 26 January 2006 in CA-G.R. CV No. 57420, denying Fuji's Motion
for Reconsideration of the CA Decision dated 28 June 2005.

The Facts

Shrimp Specialists and Fuji entered into a Distributorship Agreement, under which



Fuji agreed to supply prawn feeds on credit basis to Shrimp Specialists. The prawn
feeds would be used in prawn farms under Shrimp Specialists' technical supervision
and management. In 1987, Shrimp Specialists began purchasing prawn feeds from

Fuji and paid for them in the regular course of business.[®]

From 3 June 1989 to 24 July 1989, Fuji delivered prawn feeds, and Shrimp
Specialists issued 9 postdated checks as payment.[”]

Shrimp Specialists alleges that it issued a stop-payment order for the checks
because it discovered that earlier deliveries were contaminated with aflatoxin.
Shrimp Specialists claims that it verbally informed Fuji about the contamination and
Fuji promised to send stocks of better quality. Shrimp Specialists states that it
continued to purchase prawn feeds from Fuji, but the stocks were still contaminated

with aflatoxin.[8]

Fuji denies that the feeds were contaminated. Fuji asserts that Shrimp Specialists
requested to put on hold the deposit of the checks due to insufficient funds. Fuji
adds that when the checks were presented for payment, the drawee bank

dishonored all the checks due to a stop-payment order.[°]

In January 1990, Ervin Lim, Fuji's Vice-President and owner, and Edward Lim,
Shrimp Specialists' Finance Officer, met in Ozamiz City to discuss the unpaid
deliveries. After the meeting, both agreed that Shrimp Specialists would issue
another set of checks to cover the ones issued earlier. This agreement was reduced

into writing and signed by both parties on behalf of their corporations.[19] The
agreement reads:

Received from SSI the ff. checks representing full payment of the
previous stopped (sic) payment checks to Fuji as follows:

Ck # 158002 - P 153,485.40
003 - 153,485.40
004 - 153,485.40
005 - 153,485.40
006 - 153,485.40

To inform in advance in case the above checks cannot be deposited for
failure to replace the defective feeds.

Prepared by: Received by:

(signed) Edward Lim (signed) Ervin Lim[11]

Fuji states that it accepted the checks in good faith and believed that the account
would finally be paid since Edward Lim assured Ervin Lim of the payment. However,
upon presentment of the replacement checks, these were again dishonored due to

another stop-payment order issued by Shrimp Specialists.[12]

Shrimp Specialists argues that despite the written agreement, Fuji deposited these



checks without first replacing the defective feeds or at least informing Shrimp
Specialists in advance that it would not replace the defective feeds. Thus, Shrimp
Specialists contends that it was constrained to issue another stop-payment order for

these checks.[13]

Fuji claims that despite repeated demands for payment, Shrimp Specialists failed to
comply with its obligation to make good the replacement checks.[14]

Fuji filed criminal charges against the officers of Shrimp Specialists who signed the
checks for violation of the Anti-Bouncing Checks Law. The charges were all

dismissed.[15]

On 26 October 1990, Fuji filed a civil complaint for sum of money against Shrimp
Specialists and Eugene Lim. On 15 April 1997, the Regional Trial Court of Quezon
City (trial court), Branch 76, rendered a decision finding Shrimp Specialists and
Eugene Lim solidarily liable to pay P767,427 representing the deliveries made from
June to July 1989 plus interests. Fuji was also awarded P30,000 as reasonable

attorney's fees and the cost of the suit.[16]

Shrimp Specialists and Eugene Lim elevated the case to the CA. On 28 June 2005,
the CA rendered a decision modifying the trial court's decision. The CA affirmed the
trial court's decision to hold Shrimp Specialists liable to pay Fuji P767,427 for the
prawn feeds delivered plus interests, P30,000 as attorney's fees and cost of suit.
However, the CA absolved Eugene Lim from any liability.

Aggrieved by the decision, both Shrimp Specialists and Fuji elevated the case before
this Court.

The Ruling of the Regional Trial Court

In the Decision dated 15 April 1997, the trial court found Shrimp Specialists liable to
pay Fuji P767,427 for the prawn feeds delivered from June to July 1989. The trial
court stated that since Eugene Lim negotiated with Fuji and signed the
Distributorship Agreement in his capacity as President of Shrimp Specialists, Eugene

Lim was privy to the agreement and hence, was also liable.[17]

After hearing the testimonies of Alphonsus Faigal, Fuji's Internal Auditing Division
manager,[18] Salvador P. Sequitin, Fuji's liaison officer,[19] Esteban del Mar, Shrimp
Specialists' managing director,[20] Jose Marquez, Provincial Fishery Officer of
Misamis Occidental and a member of the International Aquaculture Consultancy
(IAC),[21] Joan Maria Antonia Sato, owner of seven prawn ponds,[22] and Edward

Lim, Shrimp Specialists' finance officer,l23] the trial court made the following
findings:

1. Shrimp Specialists did not submit a proper complaint to Fuji when it
found out that the prawn growers allegedly experienced
tremendous losses in their prawn harvest due to the defective



feeds.

2. Shrimp Specialists did not find it necessary to seek representation
from Fuji to form part of the group which conducted the inspection.

3. IAC's findings were not reduced into writing as to put in question
the veracity of its report. Jose Marquez's testimony that he was part
of the group who conducted the inspection on the prawn ponds is
not a substitute to the absence of a written report by IAC.

4. The alleged inspection was conducted on four prawn ponds only.
Prawn ponds are exposed to the harsh elements of nature. The
supply of water, bacterial content, salinity, and temperature are
other factors which may contribute to the high mortality rate of
prawns.

5. The inspection was directed on the prawn ponds and not on the
guestioned feeds itself. Hence, IAC's findings that the feeds were
contaminated with aflatoxin when these feeds were not subjected to
examination is without basis.

6. IAC's existence as an entity was not duly proven. Fuji disputed the
existence of IAC through a certification issued by the Securities and
Exchange Commission certifying that IAC was not registered as a
corporation or partnership. Further, no representative from IAC was
presented during the hearing to testify on its existence, expertise

and authenticity of its findings.[24]

The trial court ruled that the written agreement signed by Edward Lim and Ervin Lim
does not suffice to convince the court that the feeds delivered by Fuji were
defective. The trial court explained that even if the agreement mentions Fuji as
having to replace the defective feeds, this statement is not tantamount to an

express admission of the defective quality of the feeds that were delivered.[25]

Citing Article 1249[26] of the Civil Code of the Philippines, the trial court held that
the obligation of Shrimp Specialists to pay Fuji still subsists because Edward Lim,
Fuji's finance officer, issued a stop-payment order, hence, the checks were never

cashed.[27]

The trial court held that Eugene Lim is solidarily liable with Shrimp Specialists. The
trial court reasoned that Eugene Lim negotiated with Fuji and signed the
Distributorship Agreement in his capacity as president of Shrimp Specialists, hence,

he is privy to the agreement.[28]

The Ruling of the Court of Appeals

In resolving the petition, the CA agreed with the trial court that Shrimp Specialists
failed to prove with certainty that Fuji delivered defective feeds. Based on the
records, the inspection and discovery of the alleged defect in Fuji's prawn feeds



were made as early as March 1989 while the feeds subject of this case were
delivered to Shrimp Specialists only from 3 June to 24 July 1989. The CA added that
Shrimp Specialists' argument is inconsistent with the delivery receipts where the
representative from Shrimp Specialists acknowledged receipt of the feeds in good

order and condition.[2°]

The CA stated that the findings of the trial court deserve utmost consideration. The
CA held that there was no credible evidence showing that the feeds were
contaminated with aflatoxin. No technical or scientific evidence was shown. In fact,
no laboratory tests were conducted. Only four ponds were inspected and on those

occasions, there was no representative from Fuji.[30]

The CA declared that the portion in the agreement, which states "to inform in
advance in case the same checks cannot be deposited for failure to replace the
defective feeds," is too nebulous to be taken as an admission on the part of Fuji's
representative that the feeds earlier delivered were defective. The CA doubted if Fuji
really acknowledged that its earlier feeds were defective because the agreement
was just to acknowledge receipt of the checks. The qualification was not clear as to
its true import. To be an admission of any breach of warranty, the evidence must be

clear and convincing.[31]

The CA dismissed the case against Eugene Lim. The CA found that based on a
review of the evidentiary records, there was no reason to pierce the corporate veil.
The CA reasoned that the evidence should be more than just signing on behalf of
the corporation because these artificial entities cannot act except through a natural
person. The CA added that there is no evidence that Eugene Lim and Shrimp
Specialists are one and the same and they dealt with Fuji in bad faith or that Eugene
Lim assumed solidary obligation with Shrimp Specialists for any liability which might

arise under the Distributorship Agreement.[32]

The Issue
In G.R. No. 168576, Shrimp Specialists assigns this error for our consideration:
whether the CA erred in interpreting the provision "to inform in advance in case the
same checks cannot be deposited for failure to replace the defective feeds."
In G.R. No. 171476, Fuji presents this sole issue: whether the CA erred in
dismissing the case against respondent Eugene Lim and freeing him from solidary

liability with Shrimp Specialists.

The Ruling_of the Court

An Admission must be expressed
in definite and unequivocal language

Shrimp Specialists maintains that the provision "to inform in advance in case the
same checks cannot be deposited for failure to replace the defective feeds" clearly
shows that Fuji admitted that the feeds delivered were defective, otherwise, there
would be no reason to include the statement in an agreement that merely

acknowledged receipt of the checks.[33] On the other hand, Fuji asserts that the



