
G.R. No. L-7637. December 29, 1956 (Case Brief / Digest)

© 2024 - batas.org | 1

Title: Inma Rohde Shotwell vs. Manila Motor Co., Inc.

Facts:
Inma Rohde Shotwell,  assisted by her husband Anselmo M. Shotwell,  inherited leasing
rights from her late father, William H. Rohde. On September 1, 1937, William H. Rohde
entered into a 14-year lease agreement for three parcels of land, with buildings thereon,
located in Ongpin, Manila with Manila Motor Co., Inc. The lease had a monthly rate of
P1,050.00 for the first four years and P1,100.00 for the subsequent years.

On November 6, 1937, Manila Motor Co., Inc. assigned the lease to the Chartered Bank of
India,  Australia  &  China,  with  provisions  that  (1)  this  would  not  entail  liabilities  or
obligations from Manila Motor Co., Inc., although the bank could opt-in with written notice,
and (2) the assignment did not release Manila Motor Co., Inc. from its leased obligations
and liabilities.

During the Japanese occupation of the Philippines in World War II,  the buildings were
utilized by Japanese forces and the puppet government, with a reduced rent accepted by
Rohde. After the war, in February 1945, the battle for Manila’s liberation destroyed the
buildings entirely. Manila Motor Co., Inc. stopped paying rent after this destruction but
owed P175.00 for January 1945.

Shotwell sued Manila Motor Co., Inc. and Chartered Bank to recover unpaid rentals from
January 1, 1942, to November 30, 1945. The Court of First Instance ruled in her favor
specifying the aforementioned conditions but suspended payment until the moratorium law
was lifted. The Court of Appeals modified the decision, ordering immediate payment of the
January 1945 rent and dismissed the case against Chartered Bank.

Issues:
1. Was there a novation of the lease contract due to the changes during the Japanese
occupation?
2. Did the destruction of the buildings in February 1945 cause the termination of the lease?
3. Are the payments of rentals affected by the Executive Order on moratorium?
4. Is Manila Motor Co., Inc. liable for the accumulated rentals including interest since the
filing of the action?

Court’s Decision:
The Supreme Court affirmed the Court of Appeals’ decision, resolving the following issues:
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1. Novation of Contract:
The Supreme Court held that there was no novation of the lease contract. Although rent
payments  were  reduced during  the  Japanese  occupation,  this  was  consistent  with  the
general  rent  decrease  across  the  country  and  accepted  as  full  payment  given  the
circumstances.

2. Termination of Lease:
The destruction of the buildings due to war (a fortuitous event) led to the termination of the
lease agreement as per Articles 1568 and 1182 of the Civil Code. The lessee was not bound
to rebuild for the lease to continue, and the obligation was extinguished as the leased
property was lost without fault of the debtor.

3. Moratorium on Rental Payments:
The Supreme Court deemed there was no longer a reason to suspend the rental payment for
January 1945, as the defendant admitted its liability for that month, and due to the change
in the Supreme Court’s perspective on moratorium laws.

4. Liability for Accumulated Rentals:
As per the findings of the appellate courts, Manila Motor Co., Inc. was not liable for any
rents after the destruction of the buildings in February 1945. However, the Court compelled
the company to pay the rent for January 1945.

Doctrine:
The case reiterates the doctrine that the lease of a determinate thing is extinguished if that
thing  is  destroyed  without  the  fault  of  the  debtor  and  before  they  are  in  default,  in
accordance with Article 1182 of the Civil Code.

Historical Background:
This case provides a glimpse into the legal implications of World War II in the Philippines.
During the Japanese occupation, the regular operations and contracts were significantly
disrupted, and the ensuing battle for liberation led to material destruction impacting private
agreements. The Supreme Court decision reflects how Philippine law addressed contractual
obligations affected by the wartime conditions and the post-war recovery period.


