G.R. No. 128120. October 20, 2004 (Case Brief / Digest)

### Title:
**Swedish Match, AB et al. vs. Court of Appeals, ALS Management & Development
Corporation, and Antonio K. Litonjua**

### Facts:

Swedish Match, AB (SMAB), a Swedish corporation, decided in 1988 to sell its worldwide
match, lighter, and shaving products operations to Swedish Match NV of Netherlands
(SMNV), retaining the packaging business. SMNV intended to sell the match and lighter
businesses globally. Ed Enriquez, representing SMNV, announced in November 1989 in the
Philippines that shares in Phimco Industries, Inc. (a subsidiary of SMNV) were for sale.

Antonio Litonjua (respondent), through ALS Management & Development Corporation,
offered to buy SMAB’s shares in Phimco for P750,000,000.00 in November 1989. Several
exchanges between SMAB and the respondents ensued regarding the sale, with Litonjua
later offering US$36 million for the shares, a bid subject to due diligence and further
negotiation.

Despite these negotiations, Litonjua was unable to submit a final offer by the June 30, 1990
deadline, causing SMAB to entertain other bidders. A conditional contract with another
group was signed by SMAB on July 2, 1990, essentially sidelining Litonjua’s bid. Litonjua
protested, claiming their US$36 million offer was final and should be honored. After a failed
transaction with the other group, SMAB re-invited Litonjua to negotiate, but under new
terms, which Litonjua rejected, insisting on the original agreement’s terms.

Respondents filed a complaint for specific performance with damages against SMAB and
associated individuals in the Regional Trial Court (RTC) of Pasig. The court dismissed the
complaint, citing the lack of a perfected contract and enforceability under the Statute of
Frauds. The Court of Appeals reversed the RTC’s decision, finding sufficient memorial of the
agreement in the parties’ correspondences to take the case out of the Statute of Frauds and
ordered further proceedings.

### Issues:

1. Whether the Court of Appeals erred in reversing the trial court’s decision on the ground
of unenforceability under the Statute of Frauds.

2. Whether a perfected contract of sale existed between petitioners and respondents
concerning the Phimco shares.

##4# Court’s Decision:
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The Supreme Court modified the decision of the Court of Appeals, asserting that the
correspondence between parties did not constitute a sufficient memorandum to satisfy the
Statute of Frauds for enforceability. Key elements such as price certainty and payment
methods were not definitively agreed upon, indicating no perfected contract existed.
Therefore, a specific performance action failed due to a lack of a perfected sale contract.
However, the Supreme Court acknowledged a second, independent cause of action for
damages related to alleged dilatory tactics by the Phimco management, distinct from the
contract’s enforceability. Thus, the case was remanded for further proceedings concerning
this cause of action for damages.

### Doctrine:

For a contract to be enforceable under the Statute of Frauds, a memorandum or note must
be complete in itself, detailing all essential elements of the agreement. A contract of sale
requires a meeting of minds upon the object and the price, which, if absent, indicates no
perfected contract. The decision underscores a strict interpretation of the Statute of Frauds
and the prerequisites for a perfected contract of sale.

### Class Notes:

- **Statute of Frauds**: Contracts must be in writing to be enforceable if they fall under
specific categories mentioned in Article 1403 of the Civil Code.

- **Contract of Sale**: Requires consent, a determinate subject matter, and a certain price.
- **Perfection of Contracts**: Occurs when there is a meeting of minds upon the object and
the price.

- Partial performance exception to the Statute of Frauds: The statute does not apply to
contracts that have been partially or fully performed.

### Historical Background:

The case reflects the complexities of international business transactions and negotiations,
highlighting the challenges in aligning offers, acceptance, and contractual terms across
jurisdictions. It underscores the importance of clear, definitive agreements in cross-border
sales and the critical role of due diligence in acquisition processes.
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