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Title: Mobil Philippines Exploration, Inc. v. Customs Arrastre Service and Bureau of
Customs (G.R. No. L-21841)

**Facts:**
– In November 1962, four cases of rotary drill parts were shipped from abroad on S.S.
Leoville, consigned to Mobil Philippines Exploration, Inc. (Mobil).
– The shipment arrived at the Port of Manila on April 10, 1963, and was placed under the
custody of the Customs Arrastre Service, a unit of the Bureau of Customs responsible for
arrastre operations.
– Only three out of the four cases were delivered to Mobil’s broker by the Customs Arrastre
Service.
– On April 4, 1964, Mobil filed a lawsuit in the Court of First Instance of Manila against the
Customs  Arrastre  Service  and  the  Bureau  of  Customs  to  recover  the  value  of  the
undelivered case amounting to PHP 18,493.37 plus other damages.
– Defendants filed a motion to dismiss on April 20, 1964, arguing that they could not be sued
as entities since they are not natural or juridical persons.
– Mobil opposed the motion; however, the court dismissed the complaint on April 25, 1964,
affirming the defendants’ position on suability.
– Mobil appealed the dismissal to the Supreme Court, raising the legal issue regarding the
defendants’ suability.

**Issues:**
– Whether the Bureau of Customs and its functional unit, Customs Arrastre Service, could
be  sued  based  on  their  engagement  in  arrastre  operations,  which  are  alleged  to  be
proprietary in nature.

**Court’s Decision:**
– The Supreme Court reaffirmed the dismissal by the lower court.
– The Court concluded that neither the Bureau of Customs nor the Customs Arrastre Service
has a separate corporate or juridical personality, making them non-suable entities as per
Section 1, Rule 3 of the Rules of Court.
–  The  Court  reiterated  that  these  government  entities  are  primarily  performing
governmental functions, with arrastre service being an incidental part of their operations.
This did not amount to waiving sovereign immunity from suit.
– Citing precedent, the Court distinguished non-corporate government entities performing
proprietary functions but retaining immunity as long as these functions are incidental to
their governmental roles.
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– The Court rejected Mobil’s argument regarding the implied suability arising from the
Bureau’s  power  to  contract  out  arrastre  operations  to  private  entities.  The  statutory
provision did not extend to authorizing suits against the Bureau when it conducted these
operations itself.
– The Court advised that monetary claims against the government should be filed with the
General Auditing Office as per Commonwealth Act 327.

**Doctrine:**
– Government entities performing proprietary functions incidental to their governmental
roles do not necessarily become suable.
– Sovereign immunity from suit remains unless expressly waived by statute, and statutory
waivers of immunity are strictly construed.
–  The  principle  of  state  immunity  dictates  that  suits  affecting  the  government  cannot
proceed without its consent.

**Class Notes:**
Key Elements:
– **Sovereign immunity:** Fundamental principle that the state cannot be sued without its
consent.
– **Suability of  government entities:** Limited to natural persons,  juridical  persons,  or
entities authorized by law.
– **Proprietary vs.  governmental  functions:**  Distinction where governmental  immunity
applies even if proprietary functions are performed as incidental to primary governmental
roles.

Relevant Legal Statutes:
– **Section 1, Rule 3, Rules of Court:** Defines who can be parties in a civil action, asserting
that defendants must be natural or juridical persons, or entities authorized by law to be
sued.
–  **Commonwealth  Act  327:**  Procedures  for  filing  monetary  claims  against  the
government.

Application:
These elements emphasize the stringent criteria under which government entities may be
sued and reiterate the importance of explicit statutory authorization for suing governmental
units.
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**Historical Background:**
–  The case took place during a time when the delineation between governmental  and
proprietary functions of government entities was a significant legal issue.
–  The  resolution  of  such  cases  often  revolved  around  the  interpretation  of  sovereign
immunity and the extent to which government entities could engage in activities typically
undertaken by private parties while still retaining immunity from suit.
– This decision reflects the court’s continued effort to balance governmental immunity with
the  growing  complexity  of  government  functions  post-independence,  particularly  as
governmental  roles  expanded  into  areas  conventionally  occupied  by  private  enterprises.


