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Title:
Caltex (Philippines), Inc. vs. PNOC Shipping and Transport Corporation

Facts:
– On July 6, 1979, PNOC Shipping and Transport Corporation (PSTC) and Luzon Stevedoring
Corporation (LUSTEVECO) entered into an Agreement of Assumption of Obligations. Under
this Agreement, PSTC assumed all of LUSTEVECO’s obligations related to certain claims.
– One of the claims included in the Agreement involved a judgment debt LUSTEVECO owed
to Caltex (Philippines), Inc. stemming from the case AC-G.R. CV No. 62613.
–  The  judgment  from  AC-G.R.  CV  No.  62613  required  LUSTEVECO  to  pay  Caltex
P103,659.44 plus legal interest. However, LUSTEVECO’s assets were foreclosed, making it
impossible for Caltex to satisfy its judgment against LUSTEVECO directly.
– Upon learning of the Agreement between PSTC and LUSTEVECO, Caltex sent numerous
demands  to  PSTC  seeking  satisfaction  of  the  judgment  debt,  but  PSTC  refused
responsibility,  stating  it  was  not  a  party  to  AC-G.R.  CV  No.  62613.
– Caltex filed a complaint for sum of money against PSTC on February 5, 1992, which was
docketed as Civil Case No. 91-59512.
– The Regional Trial Court (RTC) of Manila, Branch 51, ruled in favor of Caltex on June 1,
1994, ordering PSTC to pay the sums due Caltex from the original case plus legal interest,
attorney’s fees, and costs.
– PSTC appealed the RTC’s decision.
– On May 31, 2001, the Court of Appeals reversed the RTC’s decision, dismissing Caltex’s
complaint on the grounds that Caltex had no standing to sue and was not a beneficiary of a
stipulation pour autrui in the Agreement.
– Caltex filed a motion for reconsideration, which was denied by the Court of Appeals on
November 9, 2001.
– Caltex then sought relief from the Supreme Court, challenging the decision of the Court of
Appeals.

Issues:
1. Whether PSTC is bound by the Agreement of Assumption of Obligations when it assumed
all obligations of LUSTEVECO.
2. Whether Caltex is a real party in interest to file an action to recover from PSTC the
judgment debt against LUSTEVECO.

Court’s Decision:
1. Binding Effect of the Agreement:
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– The Supreme Court ruled that PSTC is bound by the Agreement because the Agreement
specifically stipulated that PSTC would assume all obligations of LUSTEVECO, including
those related to the judgment debt owed to Caltex.
– The Court emphasized that PSTC could not accept the assets without the accompanying
obligations, as doing so would defraud creditors and constitute a failure of consideration.
– The Court also noted that disposition of assets should not prejudice creditors, and PSTC,
by assuming LUSTEVECO’s obligations, must honor its commitments to pay those debts.

2. Real Party in Interest:
– The Supreme Court determined that Caltex, despite not being a party to the Agreement,
had a legal interest in the performance of PSTC’s obligations because the judgment debt
originated from a case enumerated in the Agreement.
– Caltex, as a creditor,  could enforce its claim against PSTC based on PSTC’s express
assumption of LUSTEVECO’s obligations.
– The Court found that Caltex’s pursuit of its claim against PSTC fell under the exceptions
where a non-party to a contract can show detriment due to the contract and thus enforce its
provisions.

Doctrine:
– PSTC, having agreed to assume all of LUSTEVECO’s obligations in the Agreement, is liable
to satisfy those obligations, including judgment debts, despite not being a party in the
original litigation.
–  Creditors are protected under Article 1312 and Article 1381 of  the Civil  Code from
fraudulent contracts and can enforce such contracts to prevent fraud.
– An Agreement containing the transfer of assets and responsibilities can result in novation,
substituting the person of the debtor, under Article 1293 of the Civil Code.

Class Notes:
Key Elements or Concepts:
– **Assumption of Obligations:** When a party agrees to take over all debts and liabilities of
another entity.
–  **Real  Party  in  Interest:**  As  defined in  Rule  3,  Sec.  2  of  the  1997 Rules  of  Civil
Procedure,  is  a  party  entitled to  the benefits  of  the suit.  Contracts  for  the benefit  of
creditors  made without  their  knowledge but  affecting their  claims can nonetheless  be
enforced by them.
– **Fraud Protection:** Article 1381 of the Civil Code protects creditors from transfers
intended to defraud them.
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– **Novation:** Defined under Article 1291 and Article 1293 of the Civil Code; change of
debtors cannot prejudice original creditors without their consent.

Historical Background:
– The Agreement of Assumption of Obligations was signed during a period when Philippine
businesses  often  underwent  restructuring  and  transfers  of  assets  due  to  economic
challenges and changing business landscapes. Creditors sought legal protection to ensure
that obligations were honored despite the reorganization or transfer of assets. The case
reflects the judiciary’s stance on protecting creditor rights and ensuring fair treatment in
commercial transactions.


