G.R. No. 137552. June 16, 2000 (Case Brief / Digest)

##4# Title: **Laforteza vs. Machuca**

### Facts:

The case revolves around a property dispute involving a house and lot in Marcelo Green
Village, Paranaque, Metro Manila, registered under the name of the late Francisco Q.
Laforteza but was conjugal in nature. Special Powers of Attorney were executed by the
defendant heirs of Francisco to sell the property and settle the estate. An agreement
(Contract to Sell) was entered into with respondent Alonzo Machuca for the sale of the
property for P630,000.00, with conditions outlined for the payment of earnest money and
the balance upon issuance of a new certificate of title and execution of an extrajudicial
settlement. Despite initially agreeing to an extension for the payment of the balance, the
heirs, later on, refused to accept the payment and informed Machuca of the cancellation of
the agreement, citing his failure to comply with contractual obligations. Machuca then filed
an action for specific performance, which was decided in his favor by the lower court, a
decision upheld with modification by the Court of Appeals.

### Procedural Posture:

Machuca’s action for specific performance was initially decided in his favor by the lower
court, prompting the Laforteza heirs to appeal to the Court of Appeals. Upon the Court of
Appeals affirming the lower court’s decision, albeit with modifications particularly
regarding moral damages, the Laforteza heirs sought a Review on Certiorari from the
Supreme Court, raising several issues related to the interpretation and execution of the
Agreement.

### Issues:

1. Interpretation of the Memorandum of Agreement concerning reciprocal obligations.

2. Applicability of rescission in this case.

3. Estoppel regarding the alleged defect in the Special Power of Attorney dated October 30,
1989.

4. Judicial consignation of the purchase price.

5. Liability for moral damages due to bad faith.

### Court’s Decision:

The Supreme Court denied the petition, affirming the Court of Appeals’ decision. It was
determined that the agreement constituted a sale, not merely an option or a lease as
contended by the petitioners. The failure of the respondents to pay the balance within the
contracted period was deemed a breach, but not one that justified rescission. The Court
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differentiated between conditions for the perfection of the contract and those for its
performance, concluding that the contract was perfected and enforceable. The petitioners
were also found to have acted in bad faith, justifying the award of moral damages.

### Doctrine:

The Supreme Court reiterated the principles on the binding nature of contracts once a
meeting of the minds on the object and the price has been established, distinguishing a
contract of sale from a contract to sell. It also addressed the conditions affecting the
performance of obligations in contracts, specifying that non-compliance with a condition for
performance does not nullify the contract itself. Furthermore, it emphasized that rescission
requires judicial or notarial demand unless stipulated otherwise.

### Class Notes:

- **Essential Elements of a Contract of Sale**: Consent, determinate subject matter, and
price certain in money or its equivalent.

- **Difference between Contract to Sell and Contract of Sale**: Ownership passes to the
buyer upon delivery in a contract of sale, whereas, in a contract to sell, ownership passes
only upon full payment of the price.

- **Doctrine of Reciprocal Obligations**: Non-fulfillment of an obligation by one party makes
the other party neither in delay nor default in fulfilling their end, unless they have signified
their readiness to fulfill.

- ¥*Consequences of Breach**: A breach, depending on its nature (slight or substantial),
may or may not justify rescission of the contract.

- **Moral Damages for Bad Faith in Contractual Breaches**: Awardable when the breach is
attributed to the defendant’s bad faith.

### Historical Background:

This case reflects the nuanced interpretation of agreements related to the sale of property
and the obligations arising therefrom under Philippine law. It emphasizes the judiciary’s
role in discerning the intentions of the parties involved in a contract and highlights the
significance of good faith and fairness in contractual relationships.
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