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Title: Rizal Surety & Insurance Company vs. Court of Appeals and Transworld Knitting Mills,
Inc.

Facts:
The case stems from a fire insurance policy issued by Rizal Surety & Insurance Company
(Rizal  Insurance)  to  Transworld  Knitting  Mills,  Inc.  (Transworld)  on  March  13,  1980,
covering a period until March 13, 1981, for an amount eventually increased to P1,500,000.
This policy insured Transworld’s properties contained within its premises in Metro Manila.
On January 12, 1981, a fire incident damaged Transworld’s property, leading to insurance
claims being filed against Rizal Insurance and New India Assurance Company, Ltd., which
also  insured  Transworld’s  properties.  Both  companies  denied  the  claims,  prompting
Transworld to file a civil case (No. 46106) for collection of sum and damages against the
insurers at the Regional Trial Court of Pasig, Branch 161. The trial court partially granted
Transworld’s claim against Rizal Insurance but dismissed the case against New India. Both
parties appealed to the Court of Appeals, which modified the trial court’s decision and
determined  specific  amounts  to  be  paid  by  both  insurers  to  Transworld.  Subsequent
litigation involved appeals and motions for reconsideration based on interpretations of the
insurance policy’s coverage and the determination of insurable interest and damages.

Issues:
1.  Whether  the  fire  insurance policy  issued by  Rizal  Insurances  covered the  damages
incurred in the annex building and not just the main four-span building.
2. Whether Transworld had an insurable interest in the fun and amusement machines and
spare parts stored in the two-storey annex building.
3. The applicability of the doctrine of conclusiveness of judgment in relation to the insurable
interest and indemnification of Transworld.

Court’s Decision:
The Supreme Court affirmed the Court of Appeals’ decision in its entirety, thereby holding
Rizal  Insurance  liable  for  the  damages  under  the  fire  insurance  policy.  The  Court
determined that the insurance policy did indeed cover the damages to the annex building by
interpreting the policy’s coverage as inclusive of the contents stored within the premises
occupied by Transworld,  which were part  of  the insured buildings.  It  further resolved
against  Rizal  Insurance  the  ambiguity  in  the  insurance  policy’s  wording  in  favor  of
Transworld,  applying  the  principle  that  ambiguities  in  contract  stipulations  are  to  be
interpreted against the party who caused the obscurity. On the issue of insurable interest,
the Court found that the question had already been settled with finality in a related case
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(G.R. No. L-111118), making the judgment conclusive in the present case and precluding
relitigation on the matter.

Doctrine:
1.  Ambiguities  in  insurance  policies  must  be  strictly  interpreted  against  the  insurer,
especially  when  the  language  could  lead  to  the  forfeiture  of  an  insured’s  right  to
indemnification.
2. The doctrine of conclusiveness of judgment applies to prevent the relitigation of issues
that have been definitively settled in related cases between the same parties.

Class Notes:
–  In  interpreting  the  coverage  of  insurance  policies,  any  ambiguity  in  the  language
employed is resolved in favor of the insured, in line with ensuring the indemnity principle of
insurance contracts.
– The doctrine of conclusiveness of judgment prevents the relitigation of specific facts or
issues already determined by a final judgment in another action between the same parties.
– Essential principles in insurance law include the interpretation against the drafter (contra
proferentem) when dealing with ambiguous terms and the establishment of an insurable
interest as central to the validity of any insurance claim.

Historical Background:
The case highlights the complexities of insurance litigation, emphasizing the critical analysis
required in interpreting policy provisions and the impact of related judicial decisions on
subsequent litigation. The interplay between the factual determination of coverage, the
legal  interpretation  of  contract  terms,  and  the  application  of  doctrines  such  as
conclusiveness of judgment demonstrates the evolving jurisprudence in Philippine insurance
law.


