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**Title:** Integrated Packaging Corp. vs. Court of Appeals and Fil-Anchor Paper Co., Inc.

**Facts:** The facts unfold in a contractual disagreement between Integrated Packaging
Corporation (Petitioner) and Fil-Anchor Paper Co., Inc. (Respondent), originating from a
May  5,  1978,  order  agreement.  Under  this  agreement,  the  Respondent  committed  to
delivering 3,450 reams of specific printing paper to the Petitioner, according to a detailed
schedule, with payment stipulated within 30 to 90 days of delivery.

Subsequent  to  this  agreement,  the  Petitioner  engaged  with  Philippine  Appliance
Corporation (Philacor) to print volumes of “Philacor Cultural Books,” relying on the paper
supplies from the Respondent. By July 30, 1979, only 1,097 reams had been delivered,
prompting  requests  for  the  remaining  balance  to  prevent  contractual  prejudice  with
Philacor. Deliveries continued intermittently until July 23, 1981, with partial payments from
the Petitioner reducing some of the debt.

When the Respondent filed a collection suit  for the unpaid balance of  P766,101.70 on
August 14, 1981, the Petitioner responded with counterclaims, asserting failed deliveries
and premature lawsuit allegations. During trial proceedings, these claims expanded with
additional purchase invoices, leading to a trial court decision mandating the Petitioner to
pay the revised sum of P763,101.70, despite recognizing claims for unrealized profits and
business dislocation damages.

The Court of Appeals, however, reversed this judgment, ordering the Petitioner to fulfill the
unpaid balance without awarding any counterclaim damages. This prompted the Petitioner’s
elevation  of  the  case  to  the  Supreme  Court,  asserting  erroneous  factual  and  legal
conclusions by the appellate court.

**Issues:** The primary legal issues dissected by the Supreme Court include:
1. Whether the Respondent violated the order agreement by failing timely deliveries.
2. Whether the Respondent is liable for the Petitioner’s breach of contract with Philacor.

**Court’s Decision:** The Supreme Court adjudicated that the Respondent did not violate
the order agreement. It noted the agreement’s provision for payment within 30 to 90 days
post-delivery, validating the Respondent’s right to suspend further deliveries upon non-
payment. Consequently, there was no breach on the part of the Respondent; rather, the
Petitioner failed to make timely payments.

Regarding the Petitioner’s breach of contract with Philacor, the Court affirmed that the
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Respondent held no liability, emphasizing the legal principle of relativity of contracts, which
states contracts cannot bind or benefit third parties.

**Doctrine:** The decision reiterated two pivotal doctrines:
1. **Reciprocal Obligations:** The performance of obligations in a contract is contingent
upon the simultaneous fulfillment by the other party.
2. **Principle of Relativity of Contracts:** Contracts only bind the parties who entered into
them, excluding third parties from being affected or obligated by their terms.

**Class Notes:**
– **Reciprocal Obligations:** Essential in contracts where the parties are mutually obligated
to perform concurrent tasks. For a breach, the failure must be solely attributed to one party
without concurrent default by the other.
– **Principle of Relativity of Contracts:** A contract’s effects are limited to the parties
involved. A third party cannot demand enforcement unless it is clearly established as a
beneficiary (contract pour autrui).
–  **Damages:**  To  claim  actual  or  compensatory  damages,  a  definitive  loss  must  be
established with reasonable certainty, underscored by competent evidence.

**Historical  Background:**  The  dispute  showcases  the  complexities  of  contractual
obligations  within  business  transactions,  particularly  highlighting  the  intricate  balance
between timely performance and the consequences of failure to adhere to agreed schedules.
This case further illustrates the judiciary’s role in interpreting agreements while reinforcing
basic legal principles governing contracts and liabilities.


