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PERLAS-BERNABE, J.:

Assailed in this petition for review on certiorari[2] are the Decision[3] dated October 21, 2011 and Resolution[4]
dated February 8, 2012 of the Court of Appeals (CA) in CA-G.R. CV No. 89426 which reversed and set aside the
Decision[5] dated February 28, 2007 of the Regional Trial Court of Makati, Branch 148 (RTC) in Civil Case No.
02-1248, holding petitioner ACE Foods, Inc. (ACE Foods) liable to respondent Micro Pacific Technologies Co.,
Ltd. (MTCL) for the payment of Cisco Routers and Frame Relay Products (subject products) amounting to
P646,464.00 pursuant to a perfected contract of sale.

The Facts

ACE Foods is a domestic corporation engaged in the trading and distribution of consumer goods in wholesale and
retail bases,[6] while MTCL is one engaged in the supply of computer hardware and equipment.[7]

On September 26, 2001, MTCL sent a letter-proposal[8] for the delivery and sale of the subject products to be
installed at various offices of ACE Foods. Aside from the itemization of the products offered for sale, the said
proposal further provides for the following terms, viz.:[9]

TERMS : Thirty (30) days upon delivery

VALIDITY : Prices are based on current dollar rate and subject to changes without prior notice.

DELIVERY : Immediate delivery for items on stock, otherwise thirty (30) to forty-five days upon receipt of
[Purchase Order]

WARRANTY : One (1) year on parts and services. Accessories not included in warranty.

On October 29, 2001, ACE Foods accepted MTCL’s proposal and accordingly issued Purchase Order No.
100023[10] (Purchase Order) for the subject products amounting to P646,464.00 (purchase price). Thereafter, or
on March 4, 2002, MTCL delivered the said products to ACE Foods as reflected in Invoice No. 7733[11] (Invoice
Receipt). The fine print of the invoice states, inter alia, that “[t]itle to sold property is reserved in
MICROPACIFIC TECHNOLOGIES CO., LTD. until full compliance of the terms and conditions of above and
payment of the price”[12] (title reservation stipulation). After delivery, the subject products were then installed
and configured in ACE Foods’s premises. MTCL’s demands against ACE Foods to pay the purchase price,
however, remained unheeded.[13] Instead of paying the purchase price, ACE Foods sent MTCL a Letter[14]
dated September 19, 2002, stating that it “ha[s] been returning the [subject products] to [MTCL] thru [its] sales
representative Mr. Mark Anteola who has agreed to pull out the said [products] but had failed to do so up to
now.”
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Eventually, or on October 16, 2002, ACE Foods lodged a Complaint[15] against MTCL before the RTC, praying
that the latter pull out from its premises the subject products since MTCL breached its “after delivery services”
obligations to it, particularly, to: (a) install and configure the subject products; (b) submit a cost benefit study to
justify the purchase of the subject products; and (c) train ACE Foods’s technicians on how to use and maintain
the subject products.[16] ACE Foods likewise claimed that the subject products MTCL delivered are defective
and not working.[17]

For its part, MTCL, in its Answer with Counterclaim,[18] maintained that it had duly complied with its
obligations to ACE Foods and that the subject products were in good working condition when they were
delivered, installed and configured in ACE Foods’s premises. Thereafter, MTCL even conducted a training
course for ACE Foods’s representatives/employees; MTCL, however, alleged that there was actually no
agreement as to the purported “after delivery services.” Further, MTCL posited that ACE Foods refused and
failed to pay the purchase price for the subject products despite the latter’s use of the same for a period of nine (9)
months. As such, MTCL prayed that ACE Foods be compelled to pay the purchase price, as well as damages
related to the transaction.[19]

The RTC Ruling

On February 28, 2007, the RTC rendered a Decision,[20] directing MTCL to remove the subject products from
ACE Foods’s premises and pay actual damages and attorney fees in the amounts of P200,000.00 and
P100,000.00, respectively.[21]

At the outset, it observed that the agreement between ACE Foods and MTCL is in the nature of a contract to sell.
Its conclusion was based on the fine print of the Invoice Receipt which expressly indicated that “title to sold
property is reserved in MICROPACIFIC TECHNOLOGIES CO., LTD. until full compliance of the terms and
conditions of above and payment of the price,” noting further that in a contract to sell, the prospective seller
explicitly reserves the transfer of title to the prospective buyer, and said transfer is conditioned upon the full
payment of the purchase price.[22] Thus, notwithstanding the execution of the Purchase Order and the delivery
and installation of the subject products at the offices of ACE Foods, by express stipulation stated in the Invoice
Receipt issued by MTCL and signed by ACE Foods, i.e., the title reservation stipulation, it is still the former who
holds title to the products until full payment of the purchase price therefor. In this relation, it noted that the full
payment of the price is a positive suspensive condition, the non-payment of which prevents the obligation to sell
on the part of the seller/vendor from materializing at all.[23] Since title remained with MTCL, the RTC therefore
directed it to withdraw the subject products from ACE Foods’s premises. Also, in view of the foregoing, the RTC
found it unnecessary to delve into the allegations of breach since the non-happening of the aforesaid suspensive
condition ipso jure prevented the obligation to sell from arising.[24]

Dissatisfied, MTCL elevated the matter on appeal.[25]

The CA Ruling

In a Decision[26] dated October 21, 2011, the CA reversed and set aside the RTC’s ruling, ordering ACE Foods
to pay MTCL the amount of P646,464.00, plus legal interest at the rate of 6% per annum to be computed from
April 4, 2002, and attorney’s fees amounting to P50,000.00.[27]

It found that the agreement between the parties is in the nature of a contract of sale, observing that the said
contract had been perfected from the time ACE Foods sent the Purchase Order to MTCL which, in turn, delivered
the subject products covered by the Invoice Receipt and subsequently installed and configured them in ACE
Foods’s premises.[28] Thus, considering that MTCL had already complied with its obligation, ACE Foods’s
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corresponding obligation arose and was then duty bound to pay the agreed purchase price within thirty (30) days
from March 5, 2002.[29] In this light, the CA concluded that it was erroneous for ACE Foods not to pay the
purchase price therefor, despite its receipt of the subject products, because its refusal to pay disregards the very
essence of reciprocity in a contract of sale.[30] The CA also dismissed ACE Foods’s claim regarding MTCL’s
failure to perform its “after delivery services” obligations since the letter-proposal, Purchase Order and Invoice
Receipt do not reflect any agreement to that effect.[31]

Aggrieved, ACE Foods moved for reconsideration which was, however, denied in a Resolution[32] dated
February 8, 2012, hence, this petition.

The Issue Before the Court

The essential issue in this case is whether ACE Foods should pay MTCL the purchase price for the subject
products.

The Court’s Ruling

The petition lacks merit.

A contract is what the law defines it to be, taking into consideration its essential elements, and not what the
contracting parties call it.[33] The real nature of a contract may be determined from the express terms of the
written agreement and from the contemporaneous and subsequent acts of the contracting parties. However, in the
construction or interpretation of an instrument, the intention of the parties is primordial and is to be pursued. The
denomination or title given by the parties in their contract is not conclusive of the nature of its contents.[34]

The very essence of a contract of sale is the transfer of ownership in exchange for a price paid or promised.[35]
This may be gleaned from Article 1458 of the Civil Code which defines a contract of sale as follows:

Art. 1458. By the contract of sale one of the contracting parties obligates himself to transfer the ownership and
to deliver a determinate thing, and the other to pay therefor a price certain in money or its equivalent.

A contract of sale may be absolute or conditional. (Emphasis supplied)

Corollary thereto, a contract of sale is classified as a consensual contract, which means that the sale is perfected
by mere consent. No particular form is required for its validity. Upon perfection of the contract, the parties may
reciprocally demand performance, i.e., the vendee may compel transfer of ownership of the object of the sale, and
the vendor may require the vendee to pay the thing sold.[36]

In contrast, a contract to sell is defined as a bilateral contract whereby the prospective seller, while expressly
reserving the ownership of the property despite delivery thereof to the prospective buyer, binds himself to sell the
property exclusively to the prospective buyer upon fulfillment of the condition agreed upon, i.e., the full payment
of the purchase price. A contract to sell may not even be considered as a conditional contract of sale where the
seller may likewise reserve title to the property subject of the sale until the fulfillment of a suspensive condition,
because in a conditional contract of sale, the first element of consent is present, although it is conditioned upon
the happening of a contingent event which may or may not occur.[37]

In this case, the Court concurs with the CA that the parties have agreed to a contract of sale and not to a contract
to sell as adjudged by the RTC. Bearing in mind its consensual nature, a contract of sale had been perfected at the
precise moment ACE Foods, as evinced by its act of sending MTCL the Purchase Order, accepted the latter’s
proposal to sell the subject products in consideration of the purchase price of P646,464.00. From that point in
time, the reciprocal obligations of the parties – i.e., on the one hand, of MTCL to deliver the said products to ACE
Foods, and, on the other hand, of ACE Foods to pay the purchase price therefor within thirty (30) days from
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delivery – already arose and consequently may be demanded. Article 1475 of the Civil Code makes this clear:

Art. 1475. The contract of sale is perfected at the moment there is a meeting of minds upon the thing which is
the object of the contract and upon the price.

From that moment, the parties may reciprocally demand performance, subject to the provisions of the law
governing the form of contracts.

At this juncture, the Court must dispel the notion that the stipulation anent MTCL’s reservation of ownership of
the subject products as reflected in the Invoice Receipt, i.e., the title reservation stipulation, changed the
complexion of the transaction from a contract of sale into a contract to sell. Records are bereft of any showing that
the said stipulation novated the contract of sale between the parties which, to repeat, already existed at the precise
moment ACE Foods accepted MTCL’s proposal. To be sure, novation, in its broad concept, may either be
extinctive or modificatory. It is extinctive when an old obligation is terminated by the creation of a new obligation
that takes the place of the former; it is merely modificatory when the old obligation subsists to the extent it
remains compatible with the amendatory agreement. In either case, however, novation is never presumed, and the
animus novandi, whether totally or partially, must appear by express agreement of the parties, or by their acts that
are too clear and unequivocal to be mistaken.[38]

In the present case, it has not been shown that the title reservation stipulation appearing in the Invoice Receipt had
been included or had subsequently modified or superseded the original agreement of the parties. The fact that the
Invoice Receipt was signed by a representative of ACE Foods does not, by and of itself, prove animus novandi
since: (a) it was not shown that the signatory was authorized by ACE Foods (the actual party to the transaction) to
novate the original agreement; (b) the signature only proves that the Invoice Receipt was received by a
representative of ACE Foods to show the fact of delivery; and (c) as matter of judicial notice, invoices are
generally issued at the consummation stage of the contract and not its perfection, and have been even treated as
documents which are not actionable per se, although they may prove sufficient delivery.[39] Thus, absent any
clear indication that the title reservation stipulation was actually agreed upon, the Court must deem the same to be
a mere unilateral imposition on the part of MTCL which has no effect on the nature of the parties’ original
agreement as a contract of sale. Perforce, the obligations arising thereto, among others, ACE Foods’s obligation
to pay the purchase price as well as to accept the delivery of the goods,[40] remain enforceable and subsisting.

As a final point, it may not be amiss to state that the return of the subject products pursuant to a rescissory
action[41] is neither warranted by ACE Foods’s claims of breach – either with respect to MTCL’s breach of its
purported “after delivery services” obligations or the defective condition of the products – since such claims were
not adequately proven in this case. The rule is clear: each party must prove his own affirmative allegation; one
who asserts the affirmative of the issue has the burden of presenting at the trial such amount of evidence required
by law to obtain a favorable judgment, which in civil cases, is by preponderance of evidence.[42] This, however,
ACE Foods failed to observe as regards its allegations of breach. Hence, the same cannot be sustained.

WHEREFORE, the petition is DENIED. Accordingly, the Decision dated October 21, 2011 and Resolution dated
February 8, 2012 of the Court of Appeals in CA-G.R. CV No. 89426 are hereby AFFIRMED.

SO ORDERED.

Carpio, (Chairperson), Brion, Perlas-Bernabe, and Leonen,[*] JJ., concur.

[*] Designated Acting Member per Special Order No. 1627.
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[1] “Micropacific Technologies, Co., Ltd.” in some parts of the records.

[2] Rollo, pp. 23-54.

[3] Id. at 10-17. Penned by Associate Justice Japar B. Dimaampao, with Associate Justices Stephen C. Cruz and
Ramon A. Cruz, concurring.

[4] Id. at 19-20.

[5] Id. at 87-93. Penned by Judge Oscar B. Pimentel.

[6] Id. at 37.

[7] Id. at 571.

[8] Id. at 100-102.

[9] Id. at 102.

[10] Id. at 103.

[11] Id. at 104.

[12] Id.

[13] Id. at 56. On September 3, 2002, MTCL sent a demand letter to ACE Foods, seeking payment for the said
products in the amount of P646,464.00; id. at 105.

[14] Id. at 107.

[15] Id. at 94-99.

[16] Id. at 56 and 87.

[17] Id. at 87.

[18] Id. at 110-120.

[19] Id. at 56 and 57.

[20] Id. at 87-93.

[21] Id. at 93.

[22] Id. at 90.

[23] Id. at 91.

[24] Id.

[25] Id. at 31.

[26] Id. at 55-62.

[27] Id. at 61.

[28] Id. at 59.

[29] Id.
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[30] Id. at 59-60.

[31] Id. at 59.

[32] Id. at 64-65.

[33] Tan v. Benolirao, G.R. No. 153820, October 16, 2009, 604 SCRA 36, 48, citing Quiroga v. Parsons
Hardware Co., 38 Phil. 501, 506 (1918).

[34] Ayala Life Assurance, Inc. v. Ray Burton Development Corporation, G.R. No. 163075, January 23, 2006,
479 SCRA 462, 467-468.

[35] See Schmid & Oberly, Inc. v. RJL Martinez Fishing Corp., 248 Phil. 727, 735 (1988). (Citations omitted)

[36] Sps. Dalion v. CA, G.R. No. 78903, 261 Phil. 1033, 1039 (1990).

[37] Tan v. Benolirao, supra note 33, at 48-49.

[38] Ocampo-Paule v. CA, G.R. No. 145872, 426 Phil. 463, 470 (2002), citing Quinto v. People, 365 Phil. 259,
267 (1999).

[39] “The charge invoices are not actionable documents.

Section 7 of Rule 8 of the Rules of Court states:

SEC. 7. Action or defense based on document. – Whenever an action or defense is based upon a written
instrument or document, the substance of such instrument or document shall be set forth in the pleading, and
the original or a copy thereof shall be attached to the pleading as an exhibit, which shall be deemed to be a part
of the pleading, or said copy may with like effect be set forth in the pleading. x x x

Based on the foregoing provision, a document is actionable when an action or defense is grounded upon such
written instrument or document. In the instant case, the Charge Invoices are not actionable documents per se as
these “only provide details on the alleged transactions.” These documents need not be attached to or stated in the
complaint as these are evidentiary in nature. In fact, respondent’s cause of action is not based on these documents
but on the contract of sale between the parties.

x x x x

But although the Charge Invoices are not actionable documents, we find that these, along with the Purchase
Orders, are sufficient to prove that petitioner indeed ordered supplies and materials from Highett and that these
were delivered to petitioner.” (Asian Construction and Development Corporation v. Mendoza, G.R. No. 176949,
June 27, 2012, 675 SCRA 284, 289; emphases supplied; citations omitted)

[40] Article 1582 of the Civil Code states:

Art. 1582. The vendee is bound to accept delivery and to pay the price of the thing sold at the time and place
stipulated in the contract.

x x x x

[41] “Considering that the rescission of the contract is based on Article 1191 of the Civil Code, mutual restitution
is required to bring back the parties to their original situation prior to the inception of the contract. x x x

Rescission creates the obligation to return the object of the contract. It can be carried out only when the one who
demands rescission can return whatever he may be obliged to restore. To rescind is to declare a contract void at its
inception and to put an end to it as though it never was. It is not merely to terminate it and release the parties from
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further obligations to each other, but to abrogate it from the beginning and restore the parties to their relative
positions as if no contract has been made.” (Sps. Velarde v. CA, 413 Phil. 360, 375 (2001); citations omitted)

[42] Tongson v. CA, G.R. No. 77104, November 6, 1992, 215 SCRA 426, 432-433.
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