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Title: Manila Railroad Co. vs. La Compañia Trasatlantica and The Atlantic, Gulf & Pacific Co.

Facts:
In March 1914, the steamship Alicante, owned by La Compañia Trasatlantica de Barcelona
(Steamship Company), arrived in Manila carrying two locomotive boilers belonging to the
Manila Railroad Company. Due to inadequate equipment onboard the Alicante for handling
such heavy cargo, Steamship Company contracted The Atlantic, Gulf and Pacific Company
(Atlantic Company) to assist with discharging the boilers using their floating crane. Despite
caution, negligence occurred during the operation managed by a foreman of the Atlantic
Company, named Leyden, resulting in significant damage to one of the boilers as it was
mistakenly hoisted and consequently fell twice due to improper handling and equipment
failure. These events necessitated the boiler’s shipment back to England for repairs, costing
the Railroad Company P22,343.29, a sum undisputed in terms of the extent of damages.
Seeking to recover these damages, the Railroad Company initiated legal action against the
Steamship Company, which in turn implicated the Atlantic Company as an independent
contractor responsible for the operation and hence liable for any damages incurred.

The case journeyed through the judicial system to the Supreme Court of the Philippines
after the Court of First Instance ruled in favor of the Railroad Company against the Atlantic
Company but absolved the Steamship Company of any liability. Both the Railroad Company
and the Atlantic Company appealed the decision.

Issues:

1. Whether the Steamship Company is liable to the Railroad Company for delivering the
boiler in a damaged condition.
2. Whether the Atlantic Company, as an independent contractor, is liable for the damage
incurred during the discharge operation.
3.  The extent  of  liability  and responsibility  of  the Atlantic  Company to  the Steamship
Company and directly to the Railroad Company.

Court’s Decision:
The Supreme Court held that:
1. The Steamship Company was liable to the Railroad Company for the damaged delivery of
the boiler, as their contract inherently included the duty to safely convey and discharge the
boiler.
2. The Atlantic Company was found liable to the Steamship Company for the damages
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payable  to  the  Railroad  Company  due  to  the  negligent  operation  managed  by  their
employee, Leyden.
3. However, the court reversed the direct liability of the Atlantic Company to the Railroad
Company, emphasizing that the Railroad Company’s recourse was through the Steamship
Company, with which it had a contractual relationship.

Doctrine:
This case reiterates the doctrine of contractual obligations and liabilities, highlighting that
negligence  in  fulfilling  such  obligations  leads  to  compensable  damage.  It  further
distinguishes between contractual  negligence (culpa contractual)  and negligence as  an
independent source of obligation (culpa aquiliana), applying these principles to determine
the extent of liabilities among the parties involved.

Class Notes:
– Contractual obligations necessitate due care in performance; failure due to negligence,
even through a third party or independent contractor, is compensable.
– Clear distinctions are drawn between culpa contractual (liabilities arising from failing to
meet contractual obligations) and culpa aquiliana (liabilities emanating from a wrongful act
not based on pre-existing duties).
– An independent contractor can limit liability through express terms, but cannot absolve
from negligence unless specifically stipulated.
– Article 1103 and 1104 of the Civil Code of the Philippines encapsulate the foundation for
liabilities arising out of negligence in fulfilling contractual obligations.

Historical Background:
The case illustrates early 20th-century legal principles concerning the carriage of goods, the
employment of  independent contractors for specialized services,  and the delineation of
liabilities therein. These principles, rooted deeply in both Spanish Civil Code provisions and
evolving commercial practice, highlight the complexities of contractual relationships and
responsibilities within the sphere of shipping and logistics, a vital and burgeoning sector in
the Philippine archipelago’s economic landscape during this period.


