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### Title:
Cerrano vs. Tan Chuco: A Contractual Dispute Over the Hiring of a Casco

### Facts:
In January 1916, in Manila, Vivencio Cerrano entered into a contract with Tan Chuco for the
monthly rental of casco No. 1033 owned by Chuco, at a rate of P70. There was no specified
duration for the contract other than the arrangement that rent was payable at the end of
each month.  In May 1916,  Chuco informed Cerrano of  the need to send the casco to
Malabon for repairs and, after repairs, offered to rent it again to Cerrano for P80 a month,
which Cerrano accepted. However, they did not agree on the duration of the new rental
term. Before the completion of the repairs, Chuco sold the casco to Siy Cong Bieng & Co.
Cerrano, insisting on his rights under his agreement with Chuco, indirectly retained control
of the casco upon completion of repairs, leading to legal actions by Siy Cong Bieng & Co. for
repossession. Cerrano ended up paying damages and legal costs related to this dispute.

Through various legal maneuvers, the case progressed to the Supreme Court, focusing on
whether Chuco had reneged on their agreement by selling the casco, the nature of the
agreement regarding casco rental  duration, and the consequences of Cerrano’s actions
following the sale of the casco to Siy Cong Bieng & Co.

### Issues:
1. Was there an agreement between Cerrano and Chuco for the rental of the casco post-
repair, and what was its duration?
2.  Does Manila harbor custom dictate the duration of  vessel  rental  agreements in the
absence of explicit terms?
3. What damages is Cerrano entitled to for Chuco’s breach of contract?
4. Is Cerrano eligible for reimbursement of expenses related to the litigation against Siy
Cong Bieng & Co.?

### Court’s Decision:
The Supreme Court affirmed that an agreement existed for Cerrano to rent the casco post-
repair at an increased rate but found no evidence supporting a Manila harbor custom that
would dictate a ten-month rental duration as claimed by Cerrano. Therefore, it concluded
the rental term was month-to-month, as is typical when a monthly rent is specified. The
court decided Cerrano was entitled to damages equivalent to one month’s profit from the
casco’s use based on past earnings (P50), but it rejected his claim for expenses related to
the litigation against Siy Cong Bieng & Co., deeming those actions voluntary and not a
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direct consequence of Chuco’s breach.

### Doctrine:
The case clarifies that in the absence of specific contract terms or proven local custom, the
hiring of personal property, like a casco, is presumed to follow the same principles as the
lease of real property—suggesting a month-to-month term when the rent is paid monthly. It
also reiterates that damages awarded for breach of contract should correspond with losses
that were foreseeable at the time of the contract’s formation, specifically excluding losses
from voluntary or unrelated actions taken by the plaintiff.

### Class Notes:
– **Contract Duration and Custom**: In the absence of specific terms or established local
customs, contracts are interpreted based on general legal principles, often analogous to
those regarding real property.
–  **Damages**:  Damages for  breach of  contract  are limited to  those that  are directly
attributable to the breach and were, or could have been, reasonably foreseen at the time the
contract was made.
– **Foreseeable Losses**: Civil Code Art. 1106 and 1107 dictate that foreseeable losses due
to a breach, including lost profits, can be recovered if they can be proven with reasonable
certainty.

**Relevant Citations**:
– Civil Code, Art. 1581, regarding the presumed duration of leases based on the payment
period.
– Civil Code, Art. 1106 and 1107, regarding the recoverability of damages for foreseeable
losses.

### Historical Background:
This case provides a glimpse into the early 20th-century maritime business practices within
the  Port  of  Manila  and  highlights  the  legal  challenges  surrounding  contract  terms,
particularly in an era when written contracts might not be as detailed or extensive as
contemporary  expectations  demand.  The  decision  underscores  the  judiciary’s  role  in
interpreting agreements based on general principles of law and established customs, where
applicable, while also delineating the boundaries of recoverable damages within contractual
disputes.


