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Title: Universal Food Corporation vs. Court of Appeals et al.

Facts:
The case involves a disagreement between Universal Food Corporation (petitioner) and
Magdalo V. Francisco, Sr. (respondent), over rights to a proprietary formula for Mafran
sauce. The crux of the dispute lies in the interpretation of the “Bill of Assignment” which
Magdalo Francisco, the developer of the Mafran sauce formula, assigned to Universal Food
Corporation.

The sequence of events leading to the Supreme Court materialized as follows:
1. In the inception, Francisco created the Mafran sauce formula and later signed a Bill of
Assignment  with  Universal  Food  Corporation,  purportedly  assigning  his  rights  to  the
formula.
2. A dispute arose when Universal insisted that Francisco ceded them not only the right to
use the formula but also the proprietary rights to the formula itself—a claim Francisco
countered.
3. Universal filed a complaint asserting that Francisco had not transferred the formula as
agreed, and Francisco sought rescission of the Bill of Assignment on his part on the basis of
non-fulfillment of obligations by Universal.
4. The trial court ruled in favor of Francisco, finding that Universal had indeed not complied
with the terms of the Bill of Assignment and was in breach.
5. Universal appealed the decision to the Court of Appeals, asserting the same arguments as
with the trial court.
6. The Court of Appeals affirmed the lower court’s decision, which led Universal Food
Corporation  to  elevate  the  matter  to  the  Supreme  Court,  alleging  errors  in  the
interpretation of the contract and asserting that the appellate court should have given
credence to the trial court’s findings.

Procedurally, the parties engaged in filing and contesting pleadings, ranging from the initial
complaint to motions, replies, rejoinders, and eventually, an appeal.

Issues:
The primary legal issues raised in the Supreme Court’s decision were:
1. Whether the Bill of Assignment granted Universal merely the right to use the formula for
Mafran sauce or transferred the proprietary rights to the formula itself.
2. Whether Universal Food Corporation legitimately dismissed Francisco as an employee,
given his directorship, shareholding, and refusal to report back for work.
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3. The entitlement of the respondents to rescind the Bill of Assignment.
4. Whether the findings of fact by the trial court, which were in opposition to those by the
Court of Appeals, should be upheld.

Court’s Decision:
The Supreme Court resolved the issues as follows:
1. Upon comprehensive examination, the Court held that only the use of the Mafran sauce
formula was assigned to Universal Food Corporation, not the formula itself, based on the
cumulative evidence and correct application of the law, specifically Article 1378 of the New
Civil Code.
2. The Court found that there was no need to delve into whether Francisco was legitimately
dismissed as it did not affect the core legal matters under review and had already been
discussed.
3. The Court affirmed the entitlement of Francisco to rescind the Bill of Assignment due to
non-compliance with obligations by Universal Food Corporation.
4. The Court opined that the appellate court’s findings were not subject to review, absent
any exceptional circumstances which Universal failed to establish.

Doctrine:
The established doctrine focuses on the interpretation of contracts, as articulated in Article
1378 of the New Civil Code, which emphasizes the intention of the parties. The doctrine
cemented is that the assignment of the use of a trademark or formula does not necessarily
include the transfer of the proprietary rights unless explicitly stated or inescapably inferred
from the terms of the agreement and the context.

Class Notes:
– Contract Interpretation – Article 1378 of the New Civil Code
– Proprietary Rights in Trademarks and Formulas
– Rescission of Contracts – Article 1191 of the New Civil Code
– Standards of Appellate Review of Factual Findings
– The role of Intention in Contractual Relationships

Historical Background:
This case illustrates the legal challenges that come into play with contractual rights over
intellectual  property  such  as  formulas,  which  are  crucial  for  corporations  in  the  food
industry.  Historical  context  emphasizes  the  transition  of  rights  through  contracts  and
reliance on good faith and compliance with obligations by all parties to a contract. The
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ruling reiterates the Philippine legal framework’s protection of such proprietary rights and
upholds the precise legal doctrines in contract disputes and rescisions, setting a precedent
on future dealings of a similar nature.


