G.R. No. L-11827. July 31, 1961 (Case Brief / Digest)

### Title
Fernando A. Gaite vs. Isabelo Fonacier, et al.

### Facts

The case centered around a dispute involving iron lode mineral claims in Jose Panganiban,
Camarines Norte, owned or held by defendant-appellant Isabelo Fonacier. On September
29, 1952, Fonacier appointed plaintiff-appellee Fernando A. Gaite as his attorney-in-fact for
the exploration and development of these mining claims based on a royalty agreement.
Subsequently, Gaite transferred these rights to Larap Iron Mines, a single proprietorship
owned by him, maintaining the royalty basis established with Fonacier. Gaite then
embarked on the development and extraction of iron ore, estimating a yield of
approximately 24,000 metric tons.

However, Fonacier decided to revoke Gaite’s authority, leading to the execution of a
“Revocation of Power of Attorney and Contract” on December 8, 1954, where Gaite
transferred his rights and interests in exchange for P75,000, with an initial payment of
P10,000 and the balance to be paid from future sales or a letter of credit. To secure the
payment of the balance, Fonacier provided a surety bond, and upon Gaite’s insistence, a
second bond from Far Eastern Surety and Insurance Co. was also executed. Despite these
arrangements, no sale of the iron ore was made by the deadline of December 8, 1955, and
the P65,000 balance remained unpaid, prompting Gaite to file a complaint against Fonacier
and his sureties.

During the trial, evidence focused on whether the obligation to pay the P65,000 became due
after the bond’s expiration and whether the 24,000 tons of iron ore were in existence at the
time of the agreement. The lower court found in favor of Gaite, ruling the obligation was one
with a term, set to be paid upon ore sale but becoming due and demandable after the bond’s
expiration. It also confirmed the existence of the estimated 24,000 tons of iron ore at the
time of the contract.

### Issues

1. Whether the obligation to pay the balance was subject to a suspensive condition or a
term.

2. Whether the failure to renew the surety bond rendered the payment obligation due and
demandable.

3. The existence of the estimated 24,000 tons of iron ore at the time of the contract.

© 2024 - batas.org | 1



G.R. No. L-11827. July 31, 1961 (Case Brief / Digest)

### Court’s Decision

The Supreme Court upheld the lower court’s decision, stressing several points:

1. The payment obligation was interpreted as having a term, not subjected to a suspensive
condition. This interpretation was informed by the contract’s language and the nature of the
sale as fundamentally commutative and onerous.

2. Fonacier and his sureties’ failure to renew the surety bond impaired the security provided
to Gaite, thus making the P65,000 payment due and demandable.

3. Regarding the volume of iron ore, the Supreme Court found no substantial error in
Gaite’s estimated mass delivery, supporting the conclusion that there was no short-delivery
warranting damages to the defendants.

### Doctrine

This case illuminates the interpretation of obligations with a term versus those with a
suspensive condition, emphasizing the nuances of secured transactions and the implications
of security impairment. It also clarifies the nature of sales involving a specific mass of
fungible goods for a lump sum, underlining the principle of good faith delivery in such
agreements.

### Class Notes

1. Obligations with a Term vs. Suspensive Conditions: This case distinguishes between
obligations that are due upon the arrival of a specified date (a term) and those contingent
upon the occurrence of a future event (a condition). This distinction affects when an
obligation becomes demandable.

2. Secured Transactions: The impairment of securities or guarantees can affect the
demandability of an obligation. When a debtor fails to renew a surety bond as security, they
may forfeit the right to the extension of the payment period.

3. Sale of a Specific Mass: In the sale of a determinate mass of fungible goods for a lump
sum, the seller fulfills their obligation by delivering the entire mass, with any reasonable
estimate of the quantity considered fulfilled, barring evidence of significant short-delivery or
fraud.

### Historical Background

This case, arising in the mid-20th century Philippines, underscores the legal intricacies
surrounding mining operations, secured transactions, and the sale of fungible goods. It
exemplifies the complexities involved in managing natural resource claims, the importance
of clear contractual agreements, and the legal principles governing commercial transactions
during that period.
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