G.R. No. 200676. March 25, 2019 (Case Brief / Digest)

### Title:
**Spouses Batalla v. Prudential Bank & Others: A Review on Rescission of Contracts and
Damages**

### Facts:

In 1998, Spouses Luis and Salvacion Batalla (Petitioners) procured a brand new Honda Civic
from Honda Cars San Pablo, Inc. (Honda), through the intermediation of Alicia Rantael, the
manager of Pilipinas Bank, now succeeded by Prudential Bank (Prudential). The purchase
was financed by a car loan from Prudential. Despite paying a substantial total amount,
including for various costs, the vehicle apparently exhibited defects shortly after delivery.

Upon noticing defects, the Spouses Batalla immediately communicated these to Prudential,
seeking a brand new replacement. Persistent refusal by the respondents led the petitioners
to file a Complaint for Rescission of Contracts and Damages against Prudential and Honda.

The trial court dismissed the complaint, highlighting the failure of the Spouses Batalla to
prove that the car’s defects were attributable to Honda or that the vehicle was not brand
new. Unpaid loans led to the imposition of payments on the Spouses Batalla.

The Court of Appeals (CA) affirmed this decision, with minor modifications concerning the
awarded attorney’s fees. The Spouses Batalla then escalated the matter to the Supreme
Court under a petition for review on certiorari.

### Issues:

1. Were the hidden defects of the motor vehicle grounds for rescission of the contract of
sale?

2. Could Spouses Batalla rescind the car loan agreement and promissory note due to the
alleged defects of the motor vehicle sold?

### Court’s Decision:

The Supreme Court denied the petition, upholding the CA’s decision. It emphasized that the
issues presented were chiefly factual—territory beyond its purview in a petition for review
under Rule 45 of the Rules of Court, barring exceptions not present in this case.

The Court found the vehicle to be brand new and any defects could not be directly
attributed to Honda. Regarding the car loan and promissory note with Prudential, it ruled
that these were independent of the contract of sale with Honda. The defects, even assuming
their existence, did not warrant rescission of the car loan agreement.
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### Doctrine:

This case reiterated the principle that a contract of loan is distinct and separate from a
contract of sale. It also underscored the limited scope of the Supreme Court in reviewing
factual findings under a Rule 45 petition, highlighting the robust deference given to the
factual findings of lower courts unless exceptions apply.

### Class Notes:

- **Rescission of Contracts:** Grounds for rescission must be substantial, affecting the
essence of the contract.

- ¥**Hidden Defects and Implied Warranties:** Art. 1561, Civil Code. Defects must be
serious, hidden, and existing at the time of sale.

- **Distinct Nature of Contracts:** A loan contract’s obligations are independent of the
outcome or conditions of a contract of sale related to the financed item.

- **Procedural Pathway to the Supreme Court:** Demonstrates the hierarchy and
procedural posture in elevating cases to the Supreme Court, emphasizing on factual vs.
legal issues.

### Historical Background:

Navigating through contractual disputes, particularly concerning alleged defects in goods,
has always posed complex challenges in the legal arena. This case falls within a broader
milieu concerning consumer protection and the dynamics between financing entities and
purchasers. It also provides insight into the judicial process relating to the scrutiny of
factual findings by the appellate courts.
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