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PARAS, J.:

On November 26, 1941, the defendants obtained a loan of 5,000 from the plaintiffs, payable within three years
with interest at the rate of ten per cent per annum, and to secure the same the defendants executed a mortgage in
favor of the plaintiffs over a lot situated in Tacloban, Leyte. On April 18, 1944, the defendants paid to the
plaintiffs in Japanese military notes the principal of P5,000, plus P1,352.50 as interest. In virtue of this payment,
the plaintiffs executed an instrument releasing the mortgage.

On February 13, 1945, the plaintiffs filed in the Court of First Instance of Leyte a complaint against the
defendants, alleging that the plaintiffs were compelled to accept the payment tendered by the defendants merely in
obedience to the instructions of the Japanese military authorities and to avoid the possible punishment that a
refusal to accept might bring about, and praying that said payment and the instrument of release executed by the
plaintiffs on April 18, 1944, be declared null and void. After answer by the defendants and trial, the Court of First
Instance of Leyte rendered judgment holding that the defendants had made a valid tender of payment which the
plaintiffs were bound to accept, regardless of their apprehension as to the consequences of their refusal; that the
payment of P5,000 in Japanese money on April 18, 1944, was valid only to the extent of one-third of its value in
Philippine peso; that the interest on the loan was fully paid; that the cancellation of the mortgage was valid only in
so far as one-third of P5,000 is concerned, said mortgage being subsisting as to the unpaid balance of P3,333.33
1/3. The judgment accordingly sentenced the defendants to pay to the plaintiffs the sum of P3,333.33 1/3 after the
debt moratorium shall have been duly lifted, and ordered that, upon default on the part of the defendants, the
mortgage be foreclosed. From this judgment the defendants have appealed.

The lower court is correct in holding that the payment tendered by the defendants and accepted by the plaintiffs
was valid, but it erred in holding that said payment was valid only to the extent of one-third of the indebtedness.
In the case of Haw Pia vs. China Banking Corporation, 80 Phil. 604; 45 Off. Gaz. (Supp. to No. 9), 229, we have
already made the pronouncement that the military occupant, in the exercise of its governmental power, has the
right to issue military currency as legal tender, and that whatever might have been the intrinsic or extrinsic worth
of the Japanese war notes is of no consequence, said war notes having been issued as legal tender at par with the
Philippine peso. Accordingly, the payment made by the defendants in the amount of P5,000 must be considered as
having satisfied the full indebtedness of the defendants amounting to P5,000.

In view of this conclusion, it follows that the mortgage executed by the defendants to secure said indebtedness
had ceased to be in force, the principal obligation having been paid up. It is therefore immaterial whether the
deed, of cancellation executed by the plaintiffs was tainted with reluctance on their part. At any rate, in the case of
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Philippine Trust Company vs. Araneta, et al., G.R. No. L-2734, decided on March 17, 1949, it has been ruled in
effect that there was no collective and general duress exercised by the Japanese military occupant in ordering that
war notes might be used in making payments of all kinds and that any attempt to interfere with the circulation of
said notes, such as rejection of payment with said notes, would be considered hostile and punished severely.

Wherefore, the appealed judgment is hereby reversed and the defendants are absolved from the complaint, with
costs against the plaintiffs and appellees. So ordered.

Moran, C. J., Ozaeta, Feria, Montemayor, and Reyes, JJ., concur.

CONCURRING

TUASON, J.:

I concur in the result. This concurrence is based on the fact that the plaintiffs have not proved that they were
coerced into accepting the payment. Having accepted the payment, the plaintiffs are estopped to repudiate it.

PADILLA, J.:

I join Mr. Justice Tuason in his opinion.

BATAS.org - Philippine Law Library G.R. No. L-1544. August 25, 1949

© 2026 batas.org  ·  Philippine Bar Review & Law-School Companion Page 2 of 3

Bar review courses, mock exams and a study planner that keeps you on pace - batas.org



ABOUT BATAS.ORG

Study smarter at BATAS.org
The Philippine bar review and law-school companion built around how your brain actually remembers.

The complete Philippine law library - free for everyone.
More than 100,000 Supreme Court decisions, Republic Acts, and executive issuances - full-text searchable, browsable
by category and year, and always free. No paywall, no login. This PDF came from it.

Audio case-brief lectures.
Any decision becomes a podcast-style lecture - facts, issues, ruling, and doctrine - with read-along highlighting and a
hands-free presentation mode. Study while commuting, working out, or resting your eyes.

Bar review built on the science of memory.
Complete, sequenced courses for all eight bar subjects, narrated like podcasts and reinforced with retrieval practice and
spaced review - the study techniques with the strongest evidence behind them.

The full law-school curriculum.
One subscription unlocks the entire J.D. curriculum - every subject, every lesson, with your progress tracked down to
the paragraph so you can pick up exactly where you left off, on any device.

Mock exams that tell you where you stand.
Timed multiple-choice exams graded instantly, with per-subject score breakdowns and focus suggestions that point you
at your weakest topics first.

A study planner that keeps you on pace.
Set your schedule and BATAS tells you every day whether you are on track for bar day - and exactly which lesson to
take next.

Start free at https://batas.org
The law library is free forever - and your first lesson is one click away.

The text of this document is an official public record and remains in the public domain. Formatting, presentation, and compilation © 2026
batas.org.

Downloaded free from the batas.org Law Library. Share it freely - the library is free for every law student, bar reviewee, and practitioner.

BATAS.org - Philippine Law Library G.R. No. L-1544. August 25, 1949

© 2026 batas.org  ·  Philippine Bar Review & Law-School Companion Page 3 of 3

Study hands-free: podcast-style lessons with read-along highlighting - batas.org


