G.R. No. 124922. June 22, 1998 (Case Brief / Digest)

**Title:** Jimmy Co vs. Broadway Motor Sales Corporation: Liability for Loss of Customer’s
Vehicle

**Facts:**

Jimmy Co, doing business under Dragon Metal Manufacturing, entrusted his 1988 Nissan
pick-up to Broadway Motor Sales Corporation on July 18, 1990, for several repair services.
The repair was to be completed by July 21, 1990. Upon full payment, Co was issued a gate
pass, but the vehicle’s release was delayed due to a weak battery, prompting Co to purchase
and deliver a new battery the same day. However, the battery was not installed, and the
vehicle’s release was postponed to July 24, 1990. On attempting to reclaim the vehicle, Co
was informed it was carnapped that morning during a road test. Broadway reported the
incident to the police but later contended they were not liable, attributing the loss to a
fortuitous event.

The pre-trial identified the sole issue for trial as determining who between the parties shall
bear the loss. The trial court found Broadway guilty of delay and liable for the vehicle’s
value, interest, and attorney’s fees. The CA reversed this, dismissing the damage suit and
attributing the loss to a fortuitous event. Co then elevated the matter to the Supreme Court.

**[ssues:**

1. Can a repair shop be liable for the loss of a vehicle under its custody for repair due to
carnapping?

2. Does the technicality of pre-trial issue determination bar consideration of relevant
matters like delay in delivery?

**Court’s Decision:**

1. *On technicality**: The Supreme Court ruled that the CA was mistaken in limiting the
issues to negligence, dismissing the related issue of delay. Since delay was relevant and
intertwined with negligence, it was necessary to address it.

2. **On the merits**: The Court firmly rejected the defense that carnapping should be
considered a fortuitous event absolving the repair shop from liability. It emphasized the
responsibility of proving a fortuitous event lies with the party invoking it, which Broadway
failed to demonstrate convincingly. The Supreme Court found that Broadway was already in
delay at the time of the loss and its negligence presumed due to possession at the time of
loss. Moreover, as part of the nature of repair shop businesses, assuming the risk of
carnapping falls within their responsibility. Given Broadway’s custody of the vehicle and
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lack of evidence to overcome the presumption of fault, liability for the loss was ascribed to
the repair shop.

**Doctrine:**

The ruling reiterates the doctrine that in cases where an item is lost while in the custody of
another party, the presumption of negligence falls on the custodian, who must then provide
evidence to rebut this presumption. Furthermore, it stipulates that carnapping does not
exempt a custodian from liability, especially if the event occurred amidst their delay or
negligence.

**Class Notes:**

- **Burden of Proof**: The obligation to establish a claim or defense with sufficient
evidence.

- **Fortuitous Events**: Extraordinary events not foreseeable or avoidable, absolving
parties from fulfilling obligations unless otherwise stipulated.

- **Presumption of Negligence**: When an item is lost under one’s custody, they are
presumed negligent unless proven otherwise.

- *Nature of the Obligation & Risk Assumption**: Certain obligations may necessitate
assuming risks inherent to the task, such as carnapping for vehicle repair shops.

- Relevant Statutes: Articles 1165, 1174, 1262, 1265 of the New Civil Code on obligations
and contracts, emphasizing the role of delay, presumption of negligence, and the definition
and implications of fortuitous events.

**Historical Background:**

The case underscores the evolving understanding and judicial interpretation of liability
concerning services rendered by businesses, particularly in the context of entrusted
property’s care and the responsibilities entailed therein. The ruling reflects a stance
protective of consumers’ rights, affirming that businesses must bear the risks associated
with their services, including unforeseeable events like carnapping, especially when
negligence or delay compounds such losses.
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