G.R. NO. 134219. June 08, 2005 (Case Brief / Digest)

**Title:** Spouses Mario and Elizabeth Torcuator vs. Spouses Remegio and Gloria Bernabe
and Spouses Diosdado and Lourdes Salvador

**Facts:**

The case revolves around the dispute over Lot 17, Block 5 of Ayala Alabang Village,
Muntinlupa, Metro Manila. The Salvador spouses originally purchased the lot, subjected to
specific Ayala Corporation conditions, including a deposit refund upon residence
construction within two years, required architectural plan approval, and a restriction on
reselling unless a residence was constructed.

The Salvadors sold the lot to the Bernabe spouses, who then contracted to sell it to the
Torcuator spouses in 1986. Due to the Ayala Alabang restrictions, the parties agreed to
nullify the sale between the Salvadors and the Bernabes, proposing a direct sale from the
Salvadors to the Torcuators. However, the sale to the Torcuators was never finalized, and
the Bernabes eventually signed a non-notarized sale agreement with another party, leading
the Torcuators to file a lawsuit for Specific Performance or Rescission with Damages.

The trial court dismissed the Torcuators’ complaint, finding they did not suffer real damage
and could have purchased another lot. The Court of Appeals affirmed this decision, citing
irregularities and bad faith in attempting to circumvent Ayala’s restrictions and tax
obligations. The Torcuators’ appeal to the Supreme Court was certain conditions were
neither pleaded nor proven, particularly the prohibition on selling vacant lots and the
matter of taxes due.

**Issues:**

1. Whether the agreement between the parties was a contract to sell or a contract of sale.

2. The validity of the tender of payment and necessity for consignation in full payment of the
purchase price.

3. Application and relevance of the Statute of Frauds to the agreement.

4. Effectiveness of the agreement’s conditions, particularly Ayala Alabang’s restrictions and
tax implications.

**Court’s Decision:**

The Supreme Court denied the Torcuators’ petition. It ruled that:

1. The agreement was a contract to sell, not a contract of sale, as full payment of the price
and tree construction were conditions precedent for the obligation of the vendors to convey
title.
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2. The Torcuators failed to make a valid tender of payment and consignation, resulting in
the non-fulfillment of the obligation to pay.

3. The agreement did not satisfy the Statute of Frauds requirements as the presented
documents neither contained the essentials of the purported contract nor referred to any
agreement for the sale of the property.

4. The conditions, including Ayala Alabang’s restrictions on selling vacant lots and tax
implications, were validly considered by lower courts. The contractual stipulation allowing
the Torcuators to construct a house on the lot essentially complied with Ayala’s conditions.

**Doctrine:**

1. Distinguishing between a contract of sale and a contract to sell based on the transfer of
ownership versus fulfilling conditions precedent.

2. Application of the Statute of Frauds to agreements involving the sale of real property.

3. The necessity of tender of payment and consignation for the fulfillment of payment
obligations in contracts to sell.

**Class Notes:**

- A contract to sell imposes obligations on the buyer, such as full payment of the purchase
price, as conditions precedent for the seller’s obligation to transfer ownership.

- The Statute of Frauds (Article 1403 of the Civil Code) requires certain agreements to be in
writing to be enforceable.

- Tender of payment, coupled with consignation, is necessary to oblige the seller to convey
title in a contract to sell. Mere intention to pay is insufficient without actual tender and
consignation (San Lorenzo Development Corporation v. Court of Appeals).

- Conditions imposed by developers (like Ayala’s restrictions on reselling vacant lots) are
binding on subsequent purchasers and must be complied with unless legally challenged and
overturned.

**Historical Background:**

The case highlights the complexities and legal challenges in real estate transactions within
exclusive communities like Ayala Alabang Village. It underscores the enforceability of
developer-imposed restrictions on property resale and construction, illustrating the extent
to which such conditions can impact subsequent sales and legal disputes among buyers and
sellers. The case serves as a precedent for interpreting contracts to sell versus contracts of
sale and emphasizes the importance of adhering to the Statute of Frauds in real estate
transactions.
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