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Title: Eusebio S. Millar vs. The Hon. Court of Appeals and Antonio P. Gabriel

Facts:
This case traces back to February 11, 1956, when Eusebio S. Millar obtained a favorable
judgment from the Court of First Instance of Manila against Antonio P. Gabriel, directing
Gabriel to pay Millar P1,746.98 with 12% interest per annum, P400 as attorney’s fees, and
the costs of suit. Gabriel appealed to the Court of Appeals, which dismissed the appeal on
January 11, 1957.

Following the dismissal,  Millar sought and obtained a writ of execution, leading to the
seizure of Gabriel’s Willy’s Ford jeep. To secure the judgment debt’s payment and recover
the seized vehicle, the parties executed a chattel mortgage over the jeep on February 22,
1957. The mortgage provided for payment in two installments. Gabriel defaulted, leading to
multiple unsuccessful execution attempts by Millar from 1957 through 1961.

On November 10, 1961, Gabriel filed a motion to suspend the execution sale, claiming
payment of the debt. The lower court provisionally suspended the sale pending a hearing,
ultimately deciding to continue with the execution for the unpaid amount. Gabriel appealed
this decision to the Court of Appeals, which found that the chattel mortgage had impliedly
novated the original judgment obligation, effectively replacing it with the new terms in the
chattel mortgage.

Millar sought review from the Supreme Court, arguing that the Court of Appeals erred in its
finding of implied novation.

Issues:
1. Whether the execution of the chattel mortgage between Millar and Gabriel constituted an
implied novation of the original judgment obligation.
2. Whether the deed of chattel mortgage effected substantial and principal changes to the
original obligation to support a finding of implied novation.

Court’s Decision:
The Supreme Court set aside the decision of the Court of Appeals, holding that:
1. There was no implied novation as the chattel mortgage was intended only as a security
for the judgment debt rather than a substitution of the original obligation.
2. The alterations introduced by the chattel mortgage (reduced amount due to prior partial
payments,  specific  installments  for  payment,  and  secured  interest)  did  not  signify  an
incompatibility substantial enough to constitute an implied novation.
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Doctrine:
The doctrine established underlines that for an implied novation to be valid, there must be
clear and convincing proof of complete incompatibility between the old and new obligations.
A mere alteration of the mode or period of payment, or the provision of security, without
more, does not suffice to extinguish the original obligation through novation.

Class Notes:
– Novation is a mode of extinguishing an obligation by substituting a new one in its place. It
requires clear, unequivocal intent and a substantial incompatibility between the old and new
obligations.
– Partial payments reduce the original debt amount but do not automatically novate the
obligation unless there is an agreement to that effect.
– Securing an obligation with property (e.g., chattel mortgage) does not novate the debt
unless clearly intended and agreed upon by the parties.

Historical Background:
This case illustrates the complexities surrounding the enforcement of a judgment debt and
the legal interpretations of agreements entered into post-judgment with the intent to secure
debt repayment. It emphasizes the stringent requirements for proving implied novation and
reinforces the principle that the provision of security for an obligation, or minor alterations
to terms, does not necessarily novate an existing obligation.


