G. R. No. 8988. March 30, 1916 (Case Brief / Digest)

Title: Hartford Beaumont, Assignee of W. Borck v. Mauro Prieto, Benito Legarda; Jr., and
Benito Valdes as Administrator of the Estate of Benito Legarda, Deceased, and Benito
Valdes

Facts:

The dispute originated from negotiations between W. Borck, a real estate agent, and Benito
Valdes, concerning the purchase of the Nagtajan Hacienda owned by Benito Legarda. On
December 4, 1911, Valdes sent Borck a letter (Exhibit E) granting him a three-month option
to purchase the hacienda at its government-assessed value. Upon Valdes’s failure to deliver
the property titles for examination, Borck, alleging Valdes acted upon Legarda’s
instructions, initiated proceedings claiming damages for the defendants’ refusal to convey
the property as agreed.

The process escalated through several motions and amendments to the complaint, which
included misjoinder of parties and allegations that the complaint was ambiguous and failed
to constitute a cause of action. These demurrers were overruled, and the case proceeded to
trial where the central issue revolved around the enforceability of the option to purchase.
Borck’s assignee, Hartford Beaumont, took over the proceedings due to Borck’s voluntary
insolvency.

Valdes and Legarda defended by arguing the option was without consideration, subject to
Legarda’s approval (which was never granted), rejected in time by Legarda, and obtained by
Borck under alleged deceit. They further claimed Borck was insolvent and had failed to
meet the cash payment term as stipulated.

During the trial, it emerged that Borck communicated an acceptance of the offer but linked
the payment to conditions not expressed in the original option, extending the payment term
beyond the option period. The trial court found for Beaumont (Borck), requiring Legarda or
his representatives to execute the conveyance upon payment by Beaumont, or awarding
alternative damages if conveyance proved impossible.

Issues:

1. Whether the option granted by Valdes to Borck constituted a binding and enforceable
contract.

2. Whether Borck’s acceptance of the offer complied with the terms of the option.

3. Whether the conditions set by Borck for the payment of the purchase price modified the
terms of the option.
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4. Misjoinder of parties and ambiguity in the complaint.

Court’s Decision:

The Supreme Court reversed the trial court’s decision, holding:

- The option to purchase was not converted into a binding contract due to the lack of mutual
consent on payment terms, as Borck’s acceptance introduced conditions not present in the
original option.

- The absence of Borck’s compliance with the original terms of the option rendered the
option and subsequent acceptance non-binding.

- The complaints of misjoinder of parties and the ambiguity were not valid grounds for
dismissal, considering the factual context provided.

Doctrine:

The Supreme Court established that for an option to purchase to convert into a binding
contract, acceptance must be unequivocal and strictly adhere to the terms of the offer
without any variation. The mutual assent of the parties on all terms, including payment, is
crucial. The presentation of an acceptance that introduces new conditions not stipulated in
the original offer nullifies the option.

Class Notes:

- Contracts are perfected by mere consent, and until such consent is mutual and covers all
terms unequivocally, no binding obligation arises.

- The modification of terms in an acceptance, especially regarding payment, without the
offeror’s explicit agreement, prevents the formation of an enforceable contract.

- An option without consideration, or contingent upon approval not granted, is not binding.

- Misjoinder of parties does not automatically invalidate the proceedings if the relationship
and interests among parties are sufficiently connected to the dispute.

Historical Background:

This case highlights the complexities involved in real estate transactions and the importance
of clear, unequivocal agreements regarding the terms of sale, including payment. It also
exemplifies early 20th-century Philippine jurisprudence’s adaptation of Spanish Civil Code
principles, notably on contracts, to local contexts and disputes. The decision underscores
the primacy of explicit agreement on all terms for a contract’s enforceability, a principle
that remains fundamental in both civil and commercial law.
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