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Title: Baliwag Transit, Inc. vs. Court of Appeals and Sps. Cailipan

Facts:

1. **Incident**: On December 17, 1984, George Cailipan, a paying passenger on a bus
operated by Baliwag Transit, Inc., was thrown off the bus driven allegedly in a careless and
negligent  manner,  resulting  in  multiple  serious  physical  injuries  that  required  his
hospitalization  and  incurring  medical  expenses  amounting  to  approximately  PHP
200,000.00,  which  were  borne  by  his  parents.

2. **Complaint**: On April 10, 1985, George and his parents, Sps. Sotero Cailipan, Jr. and
Zenaida Lopez, filed a complaint for damages against Baliwag Transit.

3. **Baliwag’s Defense**: On April 26, 1985, Baliwag filed an Answer, alleging George’s
injuries were due to his own voluntary act of jumping off the bus while it was in motion.

4. **Third-Party Complaint**: Baliwag then filed a Third-Party Complaint against Fortune
Insurance  &  Surety  Company,  Inc.,  for  indemnification  under  its  third-party  liability
insurance policy.

5. **Release of Claims**: On May 16, 1985, George executed a “Release of Claims” upon
receiving PHP 8,020.50 from Fortune Insurance, discharging Baliwag and Fortune from any
and all liabilities arising from the incident.

6. **Motions to Dismiss**: On November 14 and 18, 1985, Fortune Insurance and Baliwag
filed Motions to Dismiss based on the “Release of Claims”. The Regional Trial Court denied
these motions as they were filed beyond the pleading stage.

7. **Amended Answer**: Baliwag filed a Motion to Admit Amended Answer on February 5,
1986, which was granted, incorporating the “Release of Claims” as an affirmative defense.

8. **Preliminary Hearing**: During the preliminary hearing, Baliwag offered the notarized
“Release of Claims” executed by George. The respondents opposed it, with George’s father
testifying to the hospital expenses they incurred.

9. **Trial Court Decision**: On August 29, 1986, the Regional Trial Court (RTC) dismissed
both the Complaint and Third-Party Complaint, ruling that George, being of legal age, had
the  exclusive  right  to  execute  the  “Release  of  Claims,”  thus  discharging  Baliwag and
Fortune Insurance from liability.
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10. **Appeal to Court of Appeals**: The Spouses appealed to the Court of Appeals, which on
October 22, 1987, set aside the RTC’s dismissal, holding that the “Release of Claims” did
not bind George’s parents, and ordered a remand for trial to proceed on the merits.

11. **Petition for Review**: Baliwag subsequently filed a Petition for Review on Certiorari
before the Supreme Court, challenging the Court of Appeals’ decision.

Issues:

1.  **Validity of  the Release of  Claims**:  Whether the “Release of  Claims” executed by
George effectively discharges Baliwag from all liabilities, including those arising from a
breach of contract of carriage, given that George was of legal age and acted voluntarily.

2. **Parental Interest**: Whether George’s parents, who bore the medical expenses, had a
substantial interest in the case that required their conformity to the “Release of Claims”.

3. **Real Parties-in-Interest**: Whether Sps. Cailipan had the standing to maintain an action
for breach of contract of carriage in the absence of a direct contractual relationship with
Baliwag.

Court’s Decision:

1. **Validity of the Release of Claims**:
– The Supreme Court held that the “Release of Claims” executed by George, being of legal
age and the injured party, effectively discharged Baliwag and Fortune Insurance from any
and all liabilities associated with the incident. The release was a valid exercise of his legal
capacity to execute acts with legal effect under Article 37 in relation to Article 402 of the
Civil Code.

2. **Parental Interest**:
– The Court ruled that since the contract of carriage was between George and Baliwag, his
execution of the “Release of Claims” could extinguish the liabilities under the contract
without the necessity of consent from his parents. The court emphasized that a contract can
only be violated by the parties thereto, who are the ones who possess the legal rights and
obligations under the contract.

3. **Real Parties-in-Interest**:
– Aligning with conventional legal principles, the Court indicated that George’s parents
were not real parties-in-interest in the contract of carriage between George and Baliwag.
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Thus,  their  expenditures  on  medical  bills  did  not  grant  them direct  legal  standing  to
challenge the efficacy of the “Release of Claims.”

Doctrine:

1. **Legal Capacity and Contractual Autonomy**: When individuals of legal age execute
legal  documents,  such as  release agreements,  their  actions are binding and discharge
obligations unless there is clear evidence of incapacity or coercion (Article 37 and 402, Civil
Code).

2. **Real Party-in-Interest Doctrine**: In a contract dispute, parties to the contract are the
primary parties in interest. Third parties, even if financially affected, are not considered real
parties-in-interest unless they have direct contractual rights or obligations (Article 1370,
Civil Code).

Class Notes:

1. **Contract of Carriage**:
– Articles 1755 and 1759, Civil Code: Obligations of carrier to ensure safety and liabilities
arising from employees’ negligence.
2. **Release of Claims**:
– Compromise Agreements (Article 2028, Civil Code): They serve to amicably settle disputes
and are legally binding when voluntarily executed.
3. **Real Party-in-Interest**:
–  Legal  standing in  contractual  disputes is  restricted to  those directly  involved in  the
contract (Marimperio Compania Naviera, S.A. vs. Court of Appeals).

Historical Background:

This case provides an insightful snapshot of the judicial approach toward assessing the
legitimacy of settlement agreements in the context of transportation law in the Philippines
during the mid-1980s. The intersection of principles governing contracts of carriage and the
legal  standing of  parties  in  contractual  disputes reinforces the judicial  commitment  to
upholding  contractual  autonomy and  limiting  litigation  to  genuinely  aggrieved  parties,
reflecting a broader judicial philosophy of individual capacity and direct party-injury.


