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TINGA, J,:

Petitioners in this case seek the review of the Court of Appeals Decision[1l] dated 22 January 2002 and
Resolution[2] dated 16 June 2002 in CA-G.R. CV No. 63168 which affirmed the Decision[3] of the Regional
Tria Court (RTC) of Makati City, Branch 146 dated 1 December 1998 in Civil Case No. 90-2534.

This case stemmed from a Complaint[4] for specific performance filed by respondent Titan Construction
Corporation (Titan) on 11 September 1990 before the RTC against petitioners predecessor-in-interest, Antonio F.
Bernabe, and his siblings Patricio F. Bernabe, Jose F. Bernabe and Cecilia Bernabe Perez (the defendants), who
are co-owners of an undivided one-half (12) share in two (2) parcels of land located in La Huerta, Parafiaque,
Metro Manila. In an undated Deed of Sale of Rea Estate[5] entered into by Titan and the defendants, the latter
sold their one-half (¥2) sharein the propertiesto Titan for P17,700,00.00 to be paid in the following manner:

ONE MILLION (P1,000,000.00) PESOS upon the signing by the VENDORS for this DEED OF SALE[,]
provided[,] however, that payment may be made each VENDORS [sic] as the latter signs this DEED OF
SALE;

The balance shall be paid within, but not later than sixty (60) days after the acquisition by the VENDEE at the
latter's expenses [sic] of aRIGHT OF WAY from the Municipal Government of Parafiague, Metro Manila, and
upon the presentation by the VENDORS of an agreement with the ERIBERTA DEVELOPMENT
CORPORATION that the latter has agreed that VENDOR'S [sic] share is the northern half and had waived the
right of First Refusal as provided for in the DEED OF PARTITION OF REAL ESTATE; and upon the
surrender by the VENDORS of the titles of the property subject of this DEED OF SALE. A violation by the
VENDORS of the provision of this paragraph shall be aground for cancellation of this Deed title.[6]

Titan prayed for judgment ordering defendants to comply with their obligations under the contract and to pay
damages, alleging that it had already paid a substantial portion of the down payment and was still waiting for the
defendants compliance with their undertaking which they had failed to perform despite repeated reminders.
Sometime in August 1990, Titan received a letter[7] from the defendants counsel, Atty. Samuel A. Arcamo,
(Atty. Arcamo) canceling and revoking the deed of sale alegedly in view of Titan's failure to comply with the
terms of the deed. Insisting that it was the defendants who had incurred in default, Titan also sought the award of
damages.

Defendants Antonio and Jose filed their Answer,[8] alleging therein that they alone signed[9] the deed of sale
because the other defendants, Patricio and Cecilia, did not agree to the terms of the deed. They conceded that they
received the down payment corresponding to their share in the property subject of the sale, and claimed that they
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had written to the municipal council of Parafiaque for the grant of a right of way but the same had remained
unacted upon since Titan failed to comply with its undertaking to shoulder the expenses of the grant. They denied
having authorized Atty. Arcamo to cancel the deed of sale or even to send a letter of cancellation and revocation
to respondent. Patricio filed a separate Amended Answer,[10] aleging that he had never met any of Titan's
representatives much less entered into an agreement with anyone for the sale of the property or authorized anyone
to act in his behalf pertaining to any sale. Cecilia, however, was declared in default for failure to file an answer.

On 26 December 1991, while the case was pending, Jose died without leaving any heir except his co-defendants.

A compromise agreement was subsequently entered into by Titan and the remaining defendants, whereby the
latter agreed to the sale of their one-half (%) share in the properties to Titan and waived whatever cause of action
for damages they might have against each other. By virtue of the compromise agreement, similar Deeds of
Conditional Sale dated 3 March 1994 were separately entered into by respondent Titan as vendee, and defendants
Patricio, Cecilia, and Antonio, who is represented by his attorneys-in-fact, as vendors of their undivided sharesin
the two properties. The three deeds were similarly worded and contained the same terms and conditions and
differed only as to the amount of the purchase price.[11]

The parties filed a Joint Motion for Judgment Based on Compromise Agreement.[12] Antonio opposed the
motion, contending that he had not entered into any compromise agreement.[13] It turned out, however, that the
joint motion though not signed by Antonio was executed in his behalf by his two children, Jose 11 and Shirley
Ann, by virtue of a Special Power of Attorney[14] (SPA) that Antonio himself had executed. Thus, the motion
was denied.[15]

Later, on 16 August 1994, defendant Antonio died and left herein petitioners -- his surviving spouse Evelyn Cruz
and her children, Jose I11, Shirley Ann, Gregory and Michael -- as his heirs.

Titan subsequently filed a supplemental complaint[16] aleging that Antonio had already received a substantial
portion of the down payment for the sale of his share in the properties; that prior to his death, Antonio executed a
SPA in favor of histwo children, Jose 111 and Shirley Ann, empowering them to execute in his favor the 3 March
1994 Deed of Conditional Sale[17] involving his share in the properties; that on the basis of the deed, it made
additional substantial advances on the purchase price and even expended certain amounts to satisfy the judgment
debt of Antonio in Civil Case No. 92-2328; that the heirs of Antonio refused to execute the formal deed of sale;
and that through its exclusive efforts, the one-half share of the origina defendants in both properties was
segregated and TCT No. 86793[ 18] covering the same was subsequently issued.

Petitioners, as defendants, filed their Answer[19] to the supplemental complaint essentially controverting the
validity of the contracts entered into by the parties. They denied that a consummated sale was made between Titan
and the original defendants since only an unconcluded negotiation is reflected in the Deed of Sale of Real Estate
and that the fact that the negotiations did not push through is shown by the absence of the signatures of defendants
Patricio and Cecilia. Petitioners also questioned the genuineness of the Deed of Conditional Sale, pointing out that
it had been signed only later by Titan's representative. They argued that, hence, the Deed of Conditional Sale is
null and void and if found otherwise, should be cancelled and rescinded for failure of Titan to comply with its
undertaking.

The compromise agreements entered into by Titan and defendants Patricio and Cecilia were approved by the RTC
in separate partial judgments.[20] No settlement of the case was reached between Titan and petitioners.

After trial, the RTC decided in favor of Titan in its Decision dated 1 December 1998. The trial court upheld the
validity of both the Deed of Sale of Real Estate and the Deed of Conditional Sale. It held that there was no basis
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to rescind the contracts since petitioners had not proven that Titan had failed to comply with its undertaking under
them. The dispositive portion of the RTC decision reads:

WHEREFORE, premises considered, judgment is hereby rendered in favor of the plaintiff and against the
defendant, ordering the latter to:

- Execute the registrable Deed of Sale in favor of plaintiff upon payment by the latter of the remaini[n]g
purchase price;

- And to pay plaintiff cost[s] of suit.
SO ORDERED.[2]]

The RTC modified the decision in its Order[22] dated 15 February 1999 by specifying that in view of the
compromise agreements entered into by Titan and defendants Patricio and Cecilia, the 1 December 1998 Decision
should be rendered against the heirs of Antonio. Accordingly, said heirs were ordered to execute a registrable
Deed of Absolute Sale over the one-third (1/3) share of Antonio in the property covered by TCT No. 86793 of the
Register of Deeds of Parafiague, pursuant to the Deed of Conditional Sale, upon Titan's payment to them of the
amount of P3,431,058.42 representing the balance of the purchase price.

Petitioners appealed the RTC decision to the Court of Appeals. The appea was dismissed in the Decision dated
22 January 2002, and the RTC decision was affirmed in toto. Petitioners motion for reconsideration was denied in
the Resolution[23] dated 16 July 2002.

In the present petition for review, petitioners submit the following issues for resolution by the Court:

D
Under a deed of conditional sale of a parcel of land, may the vendee compel the vendors to execute a
registerable deed of sale based on the allegation that it had paid a substantial portion of the P1 million down

payment of the total consideration of P17,700,000.00, where it was expressly stipulated that the vendors would
execute the necessary deed of absolute salein favor of the vendee only upon full payment?

)

May the vendors in a deed of conditional sale ask for rescission of contract for failure of the vendee to pay in
full the agreed consideration?[24]

Petitioners, contending that the Deed of Sale of Real Estate and Deed of Conditional Sale are contracts to sell and
not contracts of sale, alege that Titan has no cause of action to file the complaint for specific performance since it
failed to pay the purchase price in full as agreed upon in the contracts. Petitioners argue that the import of the
stipulations in the Deed of Sale of Real Estate--which was not signed by Titan's representative or by two of the
four alleged vendors, and which was neither notarized nor registered and hence defective--is that full payment of
the purchase price must be made before ownership of the properties passes to Titan. The Deed of Conditional
Sale, which necessarily superseded and nullified the Deed of Sale of Real Estate, expressed this intent more
clearly when it stated that "upon full payment of the purchase price, Vendor shall execute the necessary Deed of
Absolute Sale in favor of Vendee transferring and conveying al his undivided sharesin the x x x properties."[25]

While Titan admitted that it had already made payments of substantial amounts, petitioners on the one hand argue
that this is not the full payment agreed upon in the Deed of Conditional Sale that would entitle Titan to demand
the execution of a deed of absolute sale in its favor. Petitioners believe that Titan should have at least tendered
payment to them or deposited the money in court by way of consignation if acceptance of payment was refused;
otherwise, Titan has no right to demand specific performance from petitioners. Thus, for failure of Titan to
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comply with its obligations, petitioners pray for the rescission of the Deed of Conditional Sale and the dismissal
of Titan's complaint for specific performance.

On the other hand, Titan dismisses petitioners claim that the Deed of Sale of Rea Estate was superseded and
nullified by the subsequent Deed of Conditional Sale, arguing that neither of these documents exclusively controls
and determines the agreement between the parties. Instead, it relies on the declaration of the Court of Appeals that
there was a perfected contract of sale of real estate evidenced by the Deed of Sale of Real Estate. However, Titan
expounds, said contract was not in the form required for registration under the law and so the courts below, in
affirming it and requiring petitioners to execute a registerable deed, simply followed the provisions of the Civil
Code governing the form of contracts, particularly Articles 1356, 1357 and 1358. Titan adds that it is only upon
the execution of aregisterable deed of sale that full payment of the consideration should be made, and that since
the contract still has to be put in aregisterable form as required by law, there is nothing yet to rescind. Moreover,
it claims that it has not been shown to have breached the contract as in fact its obligation to pay the remainder of
the purchase price would arise only upon petitioners fulfillment of several conditions stipulated in the contract. It
thus argues that petitioners have no cause of action for rescission.[26]

The petition should be denied.

The document that spells out the nature of the transaction of the partiesis the Deed of Conditional Sale. Stemming
from the compromise agreement entered into by Titan and petitioners, the Deed of Conditional Sale has
superseded the Deed of Sale of Real Estate which is the original contract. The whole essence of a compromise is
that by making reciprocal concessions, the parties avoid litigation or put an end to one already commenced.[27] A
compromise agreement can be entered into without novating or supplanting existing contracts,[28] but in this
case, the irreconcilable incompatibility between the Deed of Sale of Rea Estate and the Deed of Conditional Sale
inevitably resulted in extinctive novation.[29]

The first contract or the Deed of Sale of Real Estate embodies a perfected contract of sale. There is no stipulation
in the said deed that title to the properties would remain with defendants until full payment of the consideration,
or that the right to unilaterally resolve the contract upon Titan's failure to pay within a fixed period is given to
defendants. Patently, the contract executed by the partiesis a contract of sale and not a contract to sell.

When the parties entered into a compromise, they executed new contracts involving the shares of Patricio, Cecilia
and Antonio in the properties. These new contracts are the three deeds of conditional sale entered into by Titan
with Patricio, Cecilia and Antonio, the last represented by his attorneys-in-fact. These contracts, all entitled Deed
of Conditional Sale, are contracts to sell.

The difference between contracts of sale and contracts to sell is relevant. In a contract of sale, the title to the
property passes to the vendee upon the delivery of the thing sold; in a contract to sell, ownership is, by agreement,
reserved in the vendor and is not to pass to the vendee until full payment of the purchase price. Otherwise stated,
in a contract of sale, the vendor loses ownership over the property and cannot recover it until and unless the
contract is resolved or rescinded; whereas in a contract to sell, title is retained by the vendor until full payment of
the price. In the latter contract, payment of the price is a positive suspensive condition, failure of which is not a
breach but an event that prevents the obligation of the vendor to convey title from becoming effective.[30]

A careful reading of the stipulations in the Deed of Conditional Sale conveys the intent of the parties to enter into
a contract to sell. The fourth paragraph of the contract explicitly states that only when full payment of the
purchase price is made shall Antonio execute the deed of absolute sale transferring and conveying his shares in
the subject properties. Clearly, the intent isto reserve ownership in the seller, Antonio, until the buyer, Titan, pays
in full the purchase price. The full payment of the purchase price does not automatically vest ownership in Titan.
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A deed of absolute sale still has to be executed by Antonio.

As earlier noted, the Deed of Sale of Real Estate is substituted by the subsequent deeds of conditional sale. The
Deed of Sale of Real Estate and the deeds of conditional sale involve different parties and different amounts, and
impose different obligations. The original deed, on one hand, and the latter three, on the other, are incompatible
and cannot subsist all at the sametime.

Titan filed the complaint for specific performance based on petitioners' refusal to honor the Deed of Sale of Real
Estate. Titan's prayer in the complaint was for petitioners to comply with their obligations under the deed or in
other words, to honor the contract. The same relief is reiterated in the supplemental complaint since petitioners
also refused to honor the Deed of Conditional Sale. Petitioners refusal to honor the contract permeates the records
of the case. Petitioners argued before the trial court that no consummated sale had been entered into by their father
Antonio, his co-owners and Titan; that the Deed of Sale of Real Estate embodied only an unconsummated
negotiation; and that the Deed of Conditional Sale, which petitioners Shirley Anne and Jose |11 signed in behalf of
their father, was spurious. They attacked the validity of the contracts but aternatively argued for rescission based
on Titan's failure to comply with its prestations thereunder.[31] With thetrial court's finding that there was avalid
agreement between the parties for the sale of the properties, petitioners in their brief before the Court of Appeals
harped on Titan's supposed failure to fulfill its obligations under the contract to sell and on that basis sought the
rescission of the contract.[32] The same arguments are laid down before this court.

Thus, Titan has a cause of action since it has already partially performed the contract by making down and other
payments on the purchase price, as well as effecting and spending for the segregation and titling of the shares of
petitioners and their co-ownersin the properties. Titan seeks only to enforce the contract.

Petitioners argue that Titan's failure to pay the remainder of the purchase price constitutes a failure to perform its
obligation under the deed and thus a ground for rescission. The demand for rescission is based on Article
1191[33] of the New Civil Code. This article refers to rescission applicable to reciproca obligations. Reciprocal
obligations are those which arise from the same cause, and in which each party is a debtor and a creditor of the
other, such that the obligation of one is dependent upon the obligation of the other. They are to be performed
simultaneously such that the performance of one is conditioned upon the simultaneous fulfillment of the other.
While Article 1191 uses the term "rescission,” the original term which was used in Article 1124 of the old Civil
Code, from which the article was based, was "resolution." Resolution is a principal action which is based on
breach of a party[34] or breach of faith by the other party who violates the reciprocity between them. The breach
contemplated in the provision is the obligor's failure to comply with an existing obligation.[35] Thus, the power to
rescind is given only to the injured party. The injured party is the party who has faithfully fulfilled his obligation
or isready and willing to perform his obligation.[36]

Under the Deed of Conditional Sale, the balance of the purchase price should be paid within sixty (60) days from
the fulfillment of several conditions. At the time of the filing of the supplemental complaint, only three of the four
conditions had been carried out. Thus, at that point, the balance of the purchase price had not yet become due and
S0, too, petitioners' obligation to execute a registerable deed of absolute sale had not yet arisen.

The first condition, i.e., that Eriberta Development Corporation must agree to make the vendors' share pertain to
the northern half of the properties, was deemed fulfilled with the segregation and titling of the interests of
Antonio, Patricio and Cecilia under TCT No. 86793.[37] The separation of the property was registered on 12
October 1994, just a few months after the parties executed the Deed of Conditional Sale. With the segregation of
the property and the issuance of TCT No. 86793, the fourth condition, i.e., that the titles to the properties be
surrendered to Titan, was also satisfied since the segregation would not have transpired had the old titles not been
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surrendered.[38] The second condition involving the co-owners waiver of their right of first refusal was also
complied with, as evidenced by similar declarations in the deeds of conditional sale executed by Patricio and
Cecilia[39] It is only the third condition--the acquisition of a right of way over the northern part of the
property--that had not yet been fulfilled at the time of the filing of the supplemental complaint.

It was only during the trial that the fulfillment and/or waiver of the third condition was established. Titan
presented proof that on 15 May 1995, its board of directors adopted a resolution declaring Titan's waiver of the
acquisition of aright of way over the northern half portion of the properties as a condition to the sale, and its
consequent willingness to pay the purchase price even before the right of way is secured.[40] It was on the basis
of the fulfillment of al the conditions that the RTC ordered the execution of the registerable deed of sale but only
upon Titan's payment of the balance. Although it was not explicitly stated, the trial court was essentially
expressing that payment of the balance had already become due. But since the trial court's decision was appealed
al the way to this Court, it could not attain finality and execution could not be ordered. In short, the pendency of
the appeal put resolution of the controversy on hold.

Thus, petitioners cannot ask for rescission of the Deed of Conditional Sale since it has been proven that far from
violating the conditions of the deed, Titan was ready and willing to perform its contractual obligations. That the
balance had not yet become due and demandable is aresult of the appeal from the RTC and CA decisions, and is
not due to Titan's alleged refusal to comply with the contract. Accordingly, the Deed of Conditional Sale remains
valid, but petitioners cannot be compelled by specific performance to execute the deed of absolute sale in favor of
Titan until and unless Titan settles the balance of the purchase price as agreed upon.

Under the Deed of Conditional Sale, defendant Antonio promised to sell to Titan his "registered 1/12 interest and
his 1/3 of 1/12 share in the 1/12 registered share of his late mother" in the properties covered by TCT No. 86793
for the consideration of P5,889,333.00. The trial court had ordered petitioners to execute the registerable deed of
absolute sale of said shares upon payment to them by Titan of the amount of P3,431,058.42 representing the
balance of the purchase price thereof. The amount due was affirmed by the Court of Appeals which found that
based on the admitted exhibits, vouchers, checks, compromise agreement/partial judgments, the total payments
aready made by Titan is P2,458,274.58 which, if subtracted from the agreed purchase price of P5,889,333.00,
would yield P3,431,058.42.[41] It is this amount that Titan should pay to petitioners sixty (60) days from the
fulfillment of the conditionsin order to compel petitioners to execute the deed of absolute salein itsfavor.

WHEREFORE, in view of the foregoing, the petition is DENIED. Respondent Titan Construction Corporation is
ORDERED to PAY petitioners Heirs of Antonio F. Bernabe the amount of P3,431,058.42 within sixty (60) days
from the finality of this decision. Petitioners are ORDERED to ACCEPT the payment and thereupon EXECUTE
the proper deed of absolute sale. Both parties are ORDERED to COMPLY with the other stipulations in the Deed
of Conditional Sale. No pronouncement as to costs.

SO ORDERED.

Quisumbing, (Chairperson), Y nares-Santiago, Carpio Morales, and Velasco, Jr., JJ., concur.

[1] Rollo, pp. 13-22. Penned by Justice Conrado M. Vasguez, Jr., concurred in by Justices Andres B. Reyes, Jr.
and Amelita G. Tolentino.

[2] Id. at 24-25.
[3] Id. at 53-56. Penned by Judge Salvador S. Tensuan.
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[33] Art. 1191. The power to rescind obligations is implied in reciprocal ones, in case one of the obligors should
not comply with what is incumbent upon him.

The injured party may choose between the fulfillment and the rescission of the obligation, with the payment of
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