G.R. No. 107372. January 23, 1997 (Case Brief / Digest)

Title:
Ortanez v. Court of Appeals and Inocentes

Facts:

In Quezon City on September 30, 1982, Rafael S. Ortanez (Petitioner) purchased two
parcels of registered land from Oscar Inocentes and Asuncion Llanes Inocentes (Private
Respondents) for P35,000.00 and P20,000.00, respectively. The deeds of sale referred to the
sales as “absolute” but failed to mention any conditions to the transfer of title.

Private respondents received payment but did not deliver the titles to the petitioner, who
then demanded the titles on April 9, 1990. Respondents refused, claiming the first lot’s title
was held by another person and the second was subject to unspecified conditions.

Subsequently, Ortanez initiated a suit for specific performance before the Regional Trial
Court (RTC). Private respondents countered with an answer that included oral conditions
precedent to the sale, which were not included in the written contracts, such as the
segregation of a right of way, construction of a wall, and payment of taxes and expenses.

The trial court admitted these oral conditions despite objections based on the parol evidence
rule and dismissed both the complaint and the counterclaim. On appeal, the Court of
Appeals affirmed the lower court’s decision, prompting this petition to the Philippine
Supreme Court.

Issues:

The legal issue central to the Supreme Court’s decision was the admissibility of parol
evidence to establish alleged verbal conditions precedent to a contract of sale, despite the
absence of such conditions in the written deeds of sale.

Court’s Decision:

The Supreme Court deemed the parol evidence inadmissible, explaining that the written
contracts are typically viewed as containing all the terms agreed upon by the parties and
that extrinsic evidence should not be used to alter the terms of a written agreement. The
Court emphasized that the deeds of sale clearly denoted the transactions as absolute.

The Court distinguished this case from earlier jurisprudence permitting parol evidence
because, unlike in those cases, the deeds in this instance did not refer to any additional
conditions or other agreements. Moreover, no fraud or mistake justifying the use of parol
evidence was present.
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Respondents’ had not clearly put in issue the failure of the agreement to express the true
intention of the parties, which entails a direct plea to allow parol evidence under the
exceptions to the parol evidence rule. Since the deeds were clear and without ambiguity,
admitting parol evidence would violate the principle that written instruments are presumed
to encompass the entire agreement and intention of the parties.

The Supreme Court reversed the decision of the Court of Appeals and remanded the case to
the trial court for proper disposition according to this ruling.

Doctrine:

The Supreme Court’s ruling in this case reiterates the doctrine of the parol evidence rule,
which excludes the admission of oral testimony to modify, contradict, or otherwise alter the
terms of a written agreement, save for certain exceptions like ambiguity, fraud, or mistake.

Class Notes:

- Parol Evidence Rule: A fundamental principle which states that when the terms of an
agreement are reduced to writing, it is considered to contain all those terms, and no
evidence shall be admissible other than the contents of the written agreement itself.

- Exceptions to the Parol Evidence Rule: Evidence of additional terms may be introduced if
the written agreement is ambiguous, the existence of a mistake or fraud is established, or if
the written document does not reflect the true intent of the parties due to some failure in its
drafting.

- Affirmation of Absolute Sale: An absolute sale is presumed to be unconditional unless
contrary stipulations are explicit in the document or allowed through the exceptions of the
parol evidence rule.

Historical Background:

The legal context of this case takes place in the context of property law and the
enforceability of contract terms in the Philippines. It upholds the sanctity of written
agreements and emphasizes judicial reluctance to permit deviations from a contract’s text
based on oral testimony, especially when a contract is presumed to fully express the terms
of an agreement. It addresses the requirement of specificity and clarity in contracts, with
particular emphasis on the role of clarity in property sales that can lead to severe disputes.
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