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Title: Valdes v. La Colina Development Corporation

Facts:

1.  In the 1970s, Carlos Valdes and his family,  who owned Bataan Resorts Corporation
(BARECO), sought to develop a beach resort, the Montemar Project, involving properties in
Bagac, Bataan.
2. They entered into an agreement on May 24, 1975, with the Cacho family through La
Colina Development Corporation (LCDC), transferring BARECO shares for ₱20 million.
3. LCDC partially paid for these through ₱2.5 million cash and promissory notes secured by
assigning rights, promising 40% of sales proceeds from Montemar Villas to the Valdeses.
4.  Despite the assignment of  rights,  the agreement’s  fulfilment was partial,  leading to
financial difficulties and the foreclosure of properties mortgaged by LCDC to secure loans
for the project’s development.
5. In 1992, LCDC and related parties, without the Valdeses’ consent, negotiated letting
Philcomsat invest to salvage their financial situation, altering the project scope to a golf and
sports complex.
6. Gabriel Valdes, acting as attorney-in-fact for his father, initially resisted this plan but
eventually consented via a letter-conformity signed on August 27, 1992.
7.  This  led  to  an  agreement  for  a  development  overhaul  with  Philcomsat  under  the
September 3, 1992 Memorandum of Agreement, transferring project assets to MRDC.
8.  Dissatisfied  with  the  new  project  direction  and  considering  their  stake  effectively
removed, the Valdeses filed a case against the parties involved, seeking annulment of the
agreements.

Procedural Posture:

– The case was initially filed at the Regional Trial Court (RTC) of Balanga, Bataan, which
declared the agreements null, ruling in favor of the Valdeses.
– Respondents appealed to the Court of Appeals (CA), which reversed the RTC decision,
validating the new agreements and transactions.
– Petitioners’ motion for reconsideration was denied by the CA, prompting an appeal to the
Supreme Court.

Issues:

1.  Was  there  an  existing  joint  venture  between  Valdeses  and  LCDC  concerning  the
Montemar Project?
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2. Did the new developments (Memorandum of Agreement and Deed of Sale) effectively
novate the original agreements, extinguishing LCDC’s obligations?
3. Were Philcomsat and MRDC innocent purchasers in good faith regarding the Montemar
Project assets?
4. Can petitioners rescind the new agreements and agreements pertaining to the sale of
Montemar Villas and assets?

Court’s Decision:

1. Joint Venture Status:
– The Court held that there was no formal joint venture. The relationship was that of vendor-
vendee as per the original sale documents. Shared profits were a payment method, not
profit-sharing typical of joint ventures.

2. Novation of Obligations:
–  LCDC’s  original  obligations  were  deemed  novated  by  the  new project  direction,  as
consented  by  Gabriel  Valdes.  The  new  obligations  ordered  by  the  Memorandum  of
Agreement made previous undertakings incompatible, thus extinguishing them.

3. Good Faith of Philcomsat and MRDC:
– The Court found the latter entities acted in good faith, having sought necessary consents
from involved parties before investing and executing the new direction.

4. Rescission of New Agreements:
– Petitioners cannot rescind, as Gabriel’s actions exhibited consent to the project novation.
No fraudulent intentions from respondents were demonstrated, and the agreements were
found valid.

Doctrine:

– Novation requires explicit or implicit consent and a stark incompatibility between old and
new obligations.  For  valid  contracts,  all  parties’  clear  consent  to  new  agreements  is
paramount.
– Good faith is critical in assessing the validity of subsequent transactions after contractual
consent.

Class Notes:

– **Key Concepts**: Contract of Sale, Joint Venture, Novation, Good Faith Purchase
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– **Statutory Basis**: Civil Code Articles 1370 (contract interpretation), 1292 (novation),
1458 (contract of sale elements).
–  **Application**:  Demonstrates  how  novation  can  extinguish  prior  contractual
arrangements  if  new  obligations  are  incompatible,  requiring  explicit  consent.

Historical Background:

– The case illustrates transitioning business partnerships in the Philippines during economic
instability, reflecting common legal entanglements in large-scale property developments of
the time. The Montemar project reflects how investor entry amid developing conditions can
lead to changes in business agreements, often catalyzing legal disputes over original terms
versus new arrangements.


