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I. INTRODUCTION 

In Republic v. Sandiganbayan,l a question arose as to whether blank shares of 
stock may be treated as negotiable instrutq~nts. The Supreme Court ruled: 

The PCGG assumes that the stock certificates are negotiable. They are not. 

Although a stock certificate is sometimes regarded as quasi
negotiable, in the sense that it may be transferred by delivery, it is 
well settled that the instrument is non-negotiable, because the 
holder thereof takes it without prejudice to such rights or defenses 
as the registered owner or creditor may have under the law, except 
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insofar as such rights or defenses are subject to the limitations 
imposed by the principles governing estoppel. 

That the PCGG found the stock certificates endorsed in blank does not 
necessarily make it the owner of the shares represented therein.z 

The pronouncement on the classification of shares of stock as a non
negotiable instrument is precise. When the concept of estoppel was however 
mentioned as an exception to the general rule that a stock certificate cannot 
be a negotiable instrument, the precision was compromised. The statement 
now becomes ambivalent. It can be interpreted that estoppeJrcan either make 
a non-negotiable stock certificate into one, or merely prevent the claimant 
from enforcing a right. 

The statement can be seen to have its roots from the inaccurate 
definition of the term "negotiability." The concept of negotiability is not 
properly defined, as had been usually done, by only looking at the rights 
available to a subsequent transferee, such as when one says: a document is non
negotiable because "the holder thereof takes it without prejudice to such rights or 
difenses as th~ registered owner or creditor may have under the law." It requires 
much more. · 

The following discussion will prove this thesis by comparing the manner 
by which money is used in the legal world with the manner by which the 
facets of money have been . tempered by the creation of a negotiable 
instrument. 

Primarily, money is used as a medium of payment. However, because of 
the inevitable dangers associated with using money, negotiable instruments 
which were first used by early merchants was given imprimatur by the law. 

The Negotiable Instrum~nts Law, 3 which created the negotiable 
instrument device, seeks to provide rules and regulations regarding payments 
or performance of monetary obligations using money substitute media.4 The 
difference between the manner by which money and negotiable instruments 
are transacted should define what negotiability means. This definition 
necessarily includes the taking of the instrument subject to certain defenses~ 
quoted by the aforementioned cas.:. 

2. Id. at 107. 

j. Negotiable Instruments Law, Act No. 2031 (19II). 
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transferor. Defining the concept of negotiability in such a manner would be 
inadequate since negotiability not only talks of conferred rights on the 
subsequent holders. It means more than that. The term should be a 
representation of concepts that answer the questions: (I) Was there proper 
indociement? (2) What was the intention of the transferor in indorsing? (3) 
What kind of subsequent holder did the negotiation create; a holder in due 
course, a holder not. in due course, or a holder of an instrument without 
proper negotiation? It is only when these questions are answered that one 
can begin to appreciate the essence . of the "negotiable" character of a 
negoti~ble instrument. 

Some professors say that the Negotiaple Instruments Law 'is passe. The 
Philippine Clearing House Rules even altev the movement of the negotiable 

I 

instrument's as originally contemplated by the law. 

Does this mean that the Negotiable Instruments Law could not cope 
with speed of modernization? 

This writer believes otherwise. History would show that, said law saved 
commerce at a ~me 'when trade was in its crudest forms; the law was even 
passed on from _generation to generation. R~ther, this author believes that 
the students of the law are the ones who have been rattled by the speed of 
modernization; these individuals; along with the general population, see the 
speed of communication and trade, ap.d would like to beat the time. Even 
the judiciary and the executive branches of government seem to be rattled 
hy the pace of modern life. They seem to resolve disputes that although look 
new, but are mere variations of old concepts, by using "new" solutions. In 
the process, the lessons taught by the past as recorded in history, and the 
manifestations of effective reS!Jonse, such a~ those written in "old" laws, are 
forgotten. 

Soon; when the general population become used to the pace of the 
modem times, and seek ,. moment of silent contemplation, they will be 

· pfaced in· a situation similar to that of the early merchants (the merchants 
. realized the problem, and so they created the Negotiable Instruments Law 
.device); they will see the root of today's trading problems. But in creating a 
solution, the modern tr:iding community need not endeavor to imagine or 
create a magical panacea. The principles to solve human problems have been 
thought of, but are only expressed in antiquated-looking forms like the 
Negotiable Instrument~ Law and the Civil Code. All that is needed is for the 
students of the law to extract such' principles and propose that they be · · 
repackaged. This Note has beei-1 done wi_th the hope that when such a 
realization comes, the solutions that have eff~tively deciphered . the 
principles of commercial life have· been exti':cted"'from the antiqu~ted
looking solutions. 


