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Title: Switzerland General Insurance Co., Ltd. vs. Republic of the Philippines

Facts:
On May 29, 1964, the ocean vessel SS ‘Pioneer Mart’ offloaded cargo consisting of seven
drums and four bags of raw materials for paint manufacture at the Port of Manila. This
cargo was shipped by Diethelm and Keller (U.S.A.), Ltd. of New York and consigned to Ed.
A. Keller & Co., Ltd. of Manila. The shipment was covered by American Pioneer Line Bill of
Lading No. 44, dated April 24, 1964, with an invoice amount of US$721.62, insured by
Switzerland General Insurance Co., Ltd. against loss and damage.

Upon delivery by the Customs Arrastre Service, a subsidiary of defendant-appellee Republic
of the Philippines, the consignee found the cargo damaged to the extent amounting to
P834.26. Consequently, Switzerland General Insurance paid the consignee for the loss and
was subrogated to the consignee’s rights. Despite demands, the Republic refused to pay for
the damages.

Switzerland General Insurance filed suit in the City Court of Manila and won. However,
upon appeal, the Court of First Instance of Manila dismissed the case on the ground of non-
suability of the state without its consent, a doctrine reaffirmed in the recent case of Mobil
Philippines Exploration, Inc. v. Customs Arrastre Service.

Issues:
The Supreme Court reviewed the case focusing on:
1. Whether the Republic of the Philippines can be sued without its consent.
2. Application of the principle of non-suability of the state in the context of the case.

Court’s Decision:
The Supreme Court affirmed the dismissal by the Court of First Instance of Manila.

1. **Non-suability of the State**:
– The Court reaffirmed the principle that the state cannot be sued without its consent. This
principle  is  rooted  in  classical  positivist  legal  thought,  reinforced  by  prior  cases  and
decisions, such as Mobil Philippines Exploration, Inc. v. Customs Arrastre Service.
– Even with the state’s participation in business activities to promote general welfare, the
doctrine of state immunity from suits remains crucial. Removing this immunity would lead
to inefficiencies and obstruct the state from performing its functions, given the potential
increase in litigation.
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2. **Available Remedies for Private Claimants**:
– The Court acknowledged that private claimants are not without recourse. They can pursue
their monetary claims through statutory remedies, including having the Auditor-General
adjudicate claims with a right of appeal to the judiciary.

Doctrine:
– The decision reiterates and reinforces the long-standing doctrine that the Republic of the
Philippines may not be sued without its consent. This doctrine is vital in maintaining the
effectiveness and efficiency of government operations.

Class Notes:
1. **Non-suability Principle**:
– The state or its entities cannot be sued without its explicit consent.
– Rooted in both historical and positivist foundations, emphasizing the state’s primacy and
the source of law.

2. **Statutory Remedies**:
– Private claimants can seek resolution of monetary claims through administrative channels
before approaching judicial remedies.
– Relevant statutes: Act No. 3083 (1923) and Commonwealth Act No. 327 (1938).

3. **Case References**:
– Mobil Philippines Exploration, Inc. v. Customs Arrastre Service (18 SCRA 1120).
– Merrit v. Government of the Philippine Islands (34 Phil. 311).
– Providence Washington Insurance Co. v. Republic (29 SCRA 598).

Historical Background:
This  case reflects  the legal  and doctrinal  adherence to sovereign immunity  within the
broader context of Philippine jurisprudence. The principle of non-suability of the state has
been a consistent thread since prior to the 1935 Constitution and continues to influence
decision-making to ensure governmental functionality amidst an expanding scope of state
activities. The case calls attention to the balance between private rights and governmental
duties, highlighting the complexity in a growing welfare state structure.


