G.R. No. 126713. July 27, 1998 (Case Brief / Digest)

### Title:
**Cruz vs. Court of Appeals and Spouses Malolos: A Study on Contractual Interpretation and
the Bounds of Co-ownership**

### Facts:

This case revolves around a property dispute involving the Cruzes (Adoracion, Thelma
Debbie, Gerry, and Arnel) and the Spouses Eliseo and Virginia Malolos. The dispute’s core
lies in the interpretation of two critical documents, a Deed of Partial Partition (DPP) and a
Memorandum of Agreement (MOA), following Delfin I. Cruz’s death. The Cruz family
partitioned Delfin’s properties via the DPP, and the subsequent day, an MOA was executed,
intending to share sales proceeds among them, including properties allotted to each by the
DPP.

Years later, Spouses Malolos, after winning a monetary judgment against Nerissa Cruz-
Tamayo (one of Delfin’s heirs), levied the properties originally partitioned to her (now fully
owned under her name, as reflected in subsequent titles). The Cruzes attempted to
intervene, asserting co-ownership, which led to legal proceedings to ascertain ownership
and rights over the properties. The trial court sided with the Cruzes for partition, while the
Court of Appeals (CA) reversed this, leading to the Supreme Court (SC) appeal.

### Issues:

1. Whether the MOA novated the DPP, thus creating a co-ownership among the Cruzes and
Nerissa Cruz-Tamayo.

2. Whether the Cruzes are considered co-owners of the properties in question.

3. Whether the Cruzes are estopped from claiming co-ownership.

4. Whether the principle of res judicata applies in this case, basing on a prior RTC order
which the Cruzes purported to recognize their co-ownership.

### Court’s Decision:

The Supreme Court affirmed the CA’s decision. It held:

1. **No Novation or Cancellation:** The MOA did not explicitly or implicitly novate the DPP.
The agreements were not incompatible; the DPP dealt with property ownership, while the
MOA concerned sharing sales proceeds.

2. *No Co-ownership in the MOA:** The MOA and its annotation on titles did not establish a
co-ownership. Owners’ rights to dispose of properties and the separate title holdings negate
a co-ownership status.

3. **Estoppel by Deed:** The Cruzes, having acted as absolute owners in previous
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transactions of other properties, cannot claim co-ownership inconsistent with their past
actions.
4. **No Res Judicata:** The RTC of Quezon City’s order did not conclusively establish co-
ownership, nor were the issues, parties, and subject matter identical between the two
actions.

### Doctrine:

The case reaffirms principles of contract interpretation, emphasizing that contracts must be
read together, with the intent of the parties prevailing. Novation requires unequivocal terms
or total incompatibility between the old and new agreements. Additionally, it underscored
the doctrine of estoppel by deed and clarified the application of res judicata in the context of
property rights and obligations derived from contracts.

### Class Notes:

- Understanding novation: It requires (1) a previous valid obligation, (2) an agreement on a
new contract, (3) extinguishment of the old contract, and (4) a valid new contract, explicit in
terms or utterly incompatible (Art. 1292, Civil Code).

- Co-ownership vs. Individual Ownership: Interpretation of contracts and intentions of
parties play crucial roles. Separate titles and individual rights of disposal counteract claims
of co-ownership.

- Estoppel by deed prevents parties from taking positions contrary to their previous
declarations or actions regarding property status.

- Res judicata prerequisites: (1) Final judgment, (2) Jurisdiction over subject matter and
parties, (3) Judgment on the merits, and (4) Identical parties, subject matter, and causes of
action.

### Historical Background:

The decision situates within the legal framework of property and contract law in the
Philippines, reflecting the judiciary’s approach to interpreting parties’ intentions in
agreements and the implications of such interpretations on property rights and obligations.
It underscores the courts’ reluctance to deviate from the clear terms of contracts and the
significance of objective manifestations of parties’ intentions over subjective post facto
claims.
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