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### Title: Woodhouse vs. Halili

### Facts:

Charles  F.  Woodhouse  (plaintiff)  and  Fortunato  F.  Halili  (defendant)  entered  into  an
agreement on November 29, 1947, to form a partnership for the bottling and distribution of
Mission soft drinks in the Philippines, with Woodhouse as the industrial partner and Halili
as the capitalist. The agreement specified that Halili would decide on policy matters, while
Woodhouse  would  handle  operations.  Woodhouse  promised to  secure  the  Mission  Soft
Drinks franchise on behalf of the partnership and was to receive 30% of the net profits.

The partnership agreement stemmed from a series of meetings and negotiations, initiated
by Woodhouse’s claim of having interested a financier in investing in the bottling venture.
Woodhouse managed to secure a thirty-day option on the exclusive bottling and distribution
rights for the Philippines from Mission Dry Corporation, believing it would leverage his
position in finalizing the partnership with Halili.

Despite Woodhouse’s preparation for the trip to the United States with Halili to finalize the
franchise deal,  the foundation of  their  agreement started to crumble when operational
disputes and financial allowances led to Woodhouse demanding the formal execution of the
partnership papers. Halili’s refusal and the ensuing disagreement led Woodhouse to file a
lawsuit,  demanding  not  only  the  execution  of  the  partnership  agreement  but  also  an
accounting of profits, a share of 30% of these profits, and damages amounting to P200,000.

The defendant countered by alleging fraud on Woodhouse’s part, claiming that Woodhouse
misrepresented himself as the exclusive franchise holder, a crucial factor that Halili claims
influenced his decision to enter into the agreement. Both parties appealed the trial court’s
decision, which granted Woodhouse 15% of the net profits but dismissed his demand for the
execution  of  the  partnership  agreement,  leading  to  the  escalation  of  the  case  to  the
Supreme Court.

### Issues:

1. Whether Woodhouse misrepresented himself by claiming he was the exclusive franchise
holder of Mission soft drinks, thus committing fraud.
2. Whether this potential misrepresentation vitiated Halili’s consent to the agreement.
3. If the alleged fraud constitutes a ground to nullify the agreement.
4. Whether the partnership agreement can be enforced.
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5. Assessment of damages due to alleged fraud.

### Court’s Decision:

The Supreme Court found that Woodhouse did indeed present himself as the holder of the
exclusive franchise, which influenced Halili’s decision to enter the agreement. However, it
distinguished  between  causal  fraud  and  incidental  deceit,  finding  that  while  the
misrepresentation might have been deceitful, it was not the causative factor that induced
Halili to agree to the partnership. Thus, the misrepresentation could lead to damages but
not annulment of the agreement.

The Court concluded that the partnership agreement could not be enforced against Halili’s
will,  as compelling him to execute the partnership papers would be deemed an act of
violence under the law. However, Woodhouse was entitled to damages, which the Court
equated to 15% of the net profits, based on a modified understanding between both parties
that took place when Halili learned of the truth about the franchise rights in Los Angeles.

### Doctrine:

1. Distinguishes between “dolo causante” (causal fraud) and “dolo incidente” (incidental
deceit) in contractual obligations, citing Article 1270 of the Spanish Civil Code.
2. Individual freedom in executing personal acts under contract law, where a person cannot
be compelled to perform an act they promised under an agreement.

### Class Notes:

– **Fraud in Contract Law:** Understand the difference between causal fraud and incidental
deceit. Causal fraud can annul a contract, while incidental deceit may only lead to damages.
– **Personal Acts in Contractual Obligations:** Recognize the limits of enforcing personal
acts in contracts. Courts cannot compel a party to carry out a very personal act promised in
a contract.
– **Damages Assessment:** The measure of damages in deceit lies in actual loss and the
profit that could reasonably have been expected (daño emergente and lucro cesante), as per
Article 1106 of the Spanish Civil Code.

### Historical Background:

This case underscores the complexities of forming business partnerships during the post-
World War II era in the Philippines, emphasizing the challenges in international business
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ventures  and  the  legal  disputes  that  can  arise  from  miscommunications  and
misrepresentations. The context highlights the reliance on trust and integrity in business
dealings and the critical role of legal agreements in protecting the interests of all parties
involved.


