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I. CORPORATION LAW 

 
Sec. 2. Corporation defined. - A 
corporation is an artificial being created 
by operation of law, having the right of 
succession and the powers, attributes and 
properties expressly authorized by law or 
incident to its existence. 

 
- Based on the statutory definition, you 

can identify four attributes: 
 

1. artificial being 
2. created by operation of law 
3. having the right of succession 
4. has the powers, attributes and 

properties expressly authorized by 
law or incident to its existence. 

 
Attribute no. 1: 

 
1. ARTIFICIAL BEINGS 

 
Q: Is a private corporation a person? 

A: Yes. 

Q: What kind? 

A: Artificial 

- unlike human beings, corporations 
do not have external 
manifestations. 

 
- It has a personality separate and 

distinct from the people 
compromising it. - Generic term for 
members are CORPORATORS. 

 
Eg. A,B,C and D formed corporation XYZ. 
A, B, C and D have a separate existence 
with XYZ corporation. XYZ may be taxed 
separately and must respect the law. 

 
Residence and Nationality: 

 
Residence – determined by what appears 
as the location of its principal office. 

 
DOCTRINE OF PIERCING THE VEIL OF A 
CORPORATE ENTITY 

 
- if a corporator takes advantage of 

the separate personality the the 
corporation becomes liable. 

- Used in order for the primary 
corporation to escape liability. 

 
CASE: Concept Builders v. NLRC 

 
Facts: Concept Builders hired respondents 
which they later dismissed. The 
respondents claimed that their dismissal 
was illegal. Concept Builders hired new 
employees. A favorable ruling was given to 

the respondents which became final and 
executory. When the sheriff went to 
Concept builders, a different company, 
HPPI, was already occupying the premises. 

 
Issue: Whether or not the doctrine of 
piercing the veil may be availed of. 

 
Held: Yes 

 
Rationale: Concept builders was 
responsible in building HPPI. The property, 
and its officers were the same. The 
person, who has been attending the 
reportorial requirements for Concept 
Builders was the same person 
incorporating HPPI. To pierce the veil, 
there must be supporting evidence. The 
court decided that HPPI and Concept 
Builders are the same. They were jointly 
and severally liable. 

 
Attribute no. 3: Right of succession: 

 
- corporation exists despite the 

death, incapacity and incapability of 
one of the corporators. Unlike, 
partnership. 

 
Attribute no. 4: creature of property, 
attributes and personality. 

 
- necessary for the corporation to be 

able to accomplish its purpose. 
 
 
 

ULTRA VIRES DOCTRINE 
 

- alien to the purpose of the 
business. 

 
DOCTRINE OF LIMITED CAPACITY 

 
Sec. 45. Ultra vires acts of 
corporations. - No corporation under this 
Code shall possess or exercise any 
corporate powers except those conferred 
by this Code or by its articles of 
incorporation and except such as are 
necessary or incidental to the exercise of 
the powers so conferred. (n) 

 
Sec. 3. Classes of corporations. - 
Corporations formed or organized under 
this Code may be stock or nonstock 
corporations. Corporations which have 
capital stock divided into shares and are 
authorized to distribute to the holders of 
such shares dividends or allotments of the 
surplus profits on the basis of the shares 
held are stock corporations. All other 
corporations are non-stock corporations. 

 
As to whether their membership is 
represented by shares of stock or not: 
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Q: How are corporations classified? A: 
Private corporations are classified into 
stock or non-stock corporations. 

 
Q: What is a stock corporation? 
A: It is allowed during its lifetime to 
distribute earnings among its 
incorporators. 

 
 

Q: What is a non-stock corporation? A: not 
allowed to distribute to its members not 
engaged in profit making activities. Eg. 
Charitable, educational, religious, etc or 
any of its combinations. 

 
 

Sec. 87. Definition. - For the purposes of 
this Code, a non-stock corporation is one 
where no part of its income is distributable 
as dividends to its members, trustees, or 
officers, subject to the provisions of this 
Code on dissolution: Provided, hat any 
profit which a non-stock corporation may 
obtain as an incident to its operations 
shall, whenever necessary or proper, be 
used for the furtherance of the purpose or 
purposes for which the corporation was 
organized, subject to the provisions of this 
Title. 

 
The provisions governing stock 
corporation, when pertinent, shall be 
applicable to non-stock corporations, 
except as may be covered by specific 
provisions of this Title. (n) 

 
• the main difference is in the 

dissolution. 
 

According to as to state or country under 
or by whose laws they have been created: 

 
Sec. 123. Definition and rights of 
foreign corporations. - For the purposes 
of this Code, a foreign corporation is one 
formed, organized or existing under any 
laws other than those of the Philippines 
and whose laws allow Filipino citizens and 
corporations to do business in its own 
country or state. It shall have the right to 
transact business in the Philippines after it 
shall have obtained a license to transact 
business in this country in accordance with 
this Code and a certificate of authority 
from the appropriate government agency. 
(n) 

 
Foreign Corporations – registered in 
accordance with the foreign laws. 

 
Domestic Corporations – registered in 
accordance with Philippine Laws. 

 
• the difference is important in 

determining the capacity to do 
business in the Philippines. The 
foreign corporation needs a license. 

 
 

According to status: 
 

De Jure – substantial compliance De facto 
– colorable compliance; defectively 
incorporated. 

 
Sec. 20. De facto corporations. - The 
due incorporation of any corporation 
claiming in good faith to be a corporation 
under this Code, and its right to exercise 
corporate powers, shall not be inquired 
into collaterally in any private suit to 
which such corporation may be a party. 
Such inquiry may be made by the 
Solicitor General in a quo warranto 
proceeding. 

 
 

Q: What is the doctrine of corporation by 
estoppel? 

 
A: Group of persons acting as a 
corporation, knowing it to be without 
authority. 

 
Sec. 21. Corporation by estoppel. - All 
persons who assume to act as a 
corporation knowing it to be without 
authority to do so shall be liable as  
general partners for all debts, liabilities 
and damages incurred or arising as a 
result thereof: Provided, however, That 
when any such ostensible corporation is 
sued on any transaction entered by it as a 
corporation or on any tort committed by it 
as such, it shall not be allowed to use as a 
defense its lack of corporate personality. 

 
On who assumes an obligation to an 
ostensible corporation as such, cannot 
resist performance thereof on the ground 
that there was in fact no corporation. 
Q: Does it create a status? 

A: No. 

Q: Is it a de jure corporation? 

A: No. 

Q: Is it a de facto? 

A: No. 

Q: What is the doctrine of estoppel? 
A: Previous conduct, acts or 
representations relied upon on good faith 
by third persons. 

 
Q: Whose previous conduct are we talking 
about? 

 
A: Those who represented themselves as a 
corporation. 

 
Q: Who may be liable? 
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A: The ostensible corporation; there is no 
corporation to talk about. 

 
Q: A, B, and C were sued by Mr. Mamba. 
A, B, and C claimed that there is no 
corporation, therefore, no corporate 
liability. This being the reality, can A, B, 
and C use the defense. 

 
A: They cannot. Corporation by estoppel. 

Q: Are they liable as general partners? 

A: Yes. Sec. 21 expressly provides that 
gen. partners are liable up to the extent of 
their property. Sec. 21 requires active 
representation. 

 
CASE: Lim Tong Lim v. CA 

 
Facts: Lim Tong Lim, Chua and Yao were 
into commercial fishing. They have been 
doing business under the name Ocean 
Quest. They entered into a contract with 
the Philippine Fishing Gear, both by Chua 
and Yao. Ocean Quest breached the 
obligation. Philippine Fishing Gear filed a 
case against Lim, Yao and Chua, since 
there was no corporation existing. Trial 
court ruled in favor of PFGI. Lim appealed 
to the CA, stating that he was not part of 
the deal. 

 
Issue: Whether or not Lim is liable 

Held: Yes 

Rationale: He benefited by the use of the 
fishnets. Lim Tong Lim was one of those 
who strongly opposed against the writ of 
attachment. It showed that he benefited. 
He is likewise liable due to corporation by 
estoppel. 

 
As to their relation to another corporation: 

 
Q: Give us the concept of holding or 
parent corporation and subsidiary: A: 
Holding – has management over the 
subsidiary. Subsidiary – controlled by the 
parent corporation. 

 
As to whether they are open to the public 
or not: 

 
Q: What about open and close? 
A: Open – those formed to openly accept 
outsiders or stockholders or investors. 
Close – those whose shares of stock are 
held by limited number of persons like the 
family or other closely-knit group. 

 
basic requirement is to submit with the 
SEC the Article of Incorporation (AI) 

 
 

Sec. 14. Contents of the articles of 
incorporation. - All corporations 
organized under this code shall file with 

the Securities and Exchange Commission 
articles of incorporation in any of the 
official languages duly signed and 
acknowledged by all of the incorporators, 
containing substantially the following 
matters, except as otherwise prescribed 
by this Code or by special law: 

 
1. The name of the corporation; 

 
2. The specific purpose or purposes for 

which the corporation is being 
incorporated. Where a corporation 
has more than one stated purpose, 
the articles of incorporation shall 
state which is the primary purpose 
and which is/are he secondary 
purpose or purposes: Provided, That 
a nonstock corporation may not 
include a purpose which would 
change or contradict its nature as 
such; 

 
3. The place where the principal office of 

the corporation is to be located, 
which must be within the Philippines; 

 
4. The term for which the corporation 
is to exist; 

 
5. The names, nationalities and 
residences of the incorporators; 

 
6. The number of directors or trustees, 

which shall not be less than five (5) 
nor more than fifteen (15); 

 
7. The names, nationalities and 

residences of persons who shall act 
as directors or trustees until the first 
regular directors or trustees are duly 
elected and qualified in accordance 
with this Code; 

 
8. If it be a stock corporation, the 

amount of its authorized capital stock 
in lawful money of the Philippines, 
the number of shares into which it is 
divided, and in case the share are par 
value shares, the par value of each, 
the names, nationalities and 
residences of the original subscribers, 
and the amount subscribed and paid 
by each on his subscription, and if 
some or all of the shares are without 
par value, such fact must be stated; 

 
9. If it be a non-stock corporation, the 

amount of its capital, the names, 
nationalities and residences of the 
contributors and the amount 
contributed by each; and 

 
10. Such other matters as are not 

inconsistent with law and which the 
incorporators may deem necessary 
and convenient. 
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has been using the name, 17 years before 
Lyceum of the Philippines was registered. 

 

Names of Corporation, they are imbued 
with public interest. 

 
 

Q: What do you mean by deceptively and 
confusingly similar? 

 
A: The name is closely similar that creates 
confusion or deception with the public. 

 
CASE: Ang Mga Kaanib sa Iglesio ng Dios 
Kay Kristo Hesus, Haligi at Saligan ng 
Katotohanan sa Bansang Pilipinas (IDKJ- 
HSK) v. Iglesia ng Dios kay Cristo Jesus, 
Haligi at Sungay ng Katotohanan (IDCJ- 
HSK) 

 
Facts: IDCJ-HSK is a non stock corporation 
registered in 1936. Sometime in 1976, Eli 
Soriano disassociated, together with 
others, from the corporation. He started a 
new corporation called IDKJ-HSK. IDCJ 
filed a complaint with the SEC, to compel 
IDKJ to change its name. During the 
pendency of the case, Soriano filed a 
petition to change its name to Ang mga 
Kaanib sa Iglesia ng Dios kay Kristo 
Hesus, Haligi at Saligan ng Katotohanan. 
IDCJ filed another complaint with the SEC, 
because the name is confusingly similar to 
theirs. Soriano filed a motion to dismiss 
which was denied. SEC ruled in favor of 
IDCJ. 

 
Issue: 1. Whether or not the name is 
confusingly similar. 

 
2. Whether or not HSK is a generic word. 

Held: 1. Yes 2. No 

Rationale: 
1. Under the reasonable care and 

observation test, it is similar. 
2. A contrary ruling would encourage 

other corporations to adopt 
verbatim and register an existing 
and protected corporate name, to 
the detriment of the public. 

 
CASE: Lyceum of the Philippines v. CA 

 
Facts: Lyceum of the Philippines filed a 
case against Lyceum of Baguio by using 
the word Lyceum and all other schools 
using it. Lyceum of Baguio claimed that 
Lyceum is a generic term for school. 

 
Issue: Whether or not the action may 
prosper. 

 
Held: No 

 
Rationale: The SC ruled that it did not 
achieve exclusive use. Lyceum of Baguio 

 
 

Purpose of the Corporation 
 

Q: What is the importance of the purpose 
of the corporation? 

 
A: It states the objective of the 
corporation, and for the stockholder, it 
tells him of the risk of his investment. For 
the board, to know their authority to act. 
And for other people, to know the general 
authority of the management. 

 
Q: How many purposes do we have? 

A: Two. Primary and secondary. 

Q: What is the limitation of the secondary 
purpose? 
A: it must not be contrary to law and must 
not deviate from the primary purpose. It 
must be in line with the primary purpose. 

 
Q: How long may a corporation exist? 

A: 50 years. 

Q: May they extend? 
 

A: Yes but not for more than 50 years at 
any single instance. 

 
note of the time when to file for extension. 
It is within 5 years of the expiration of the 
term. You cannot file before or after that 
period. 

 
Sec. 11. Corporate term. - A 
corporation shall exist for a period not 
exceeding fifty (50) years from the date 
of incorporation unless sooner dissolved 
or unless said period is extended. The 
corporate term as originally stated in the 
articles of incorporation may be extended 
for periods not exceeding fifty (50) years 
in any single instance by an amendment 
of the articles of incorporation, in 
accordance with this Code; Provided, That 
no extension can be made earlier than 
five (5) years prior to the original or 
subsequent expiry date(s) unless there 
are justifiable reasons for an earlier 
extension as may be determined by the 
Securities and Exchange 
Commission. 

 
 

Q: Who are corporators? A: all persons 
who who compose the corporation at any 
given time. 

 
Q: Who are incorporators? 
A: It is applied only to those mentioned in 
the articles of incorporation as originally 
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forming the corporation and signatories of 
the AI. 

 
 
 

Q: What are the qualifications of an 
incorporator? 

 
A: 1. Natural person; 2. not less than 5 
but not more than 15; 3. legal age; 
4.majority are residents of the Philippines; 
5. Each must own or subscribe to at least 
one share. 

 
Q: What do you call the capitalization 
requirement in non stock corporations? 
A: contribution 

 
Q: What are authorized capital stocks? 
A: It is the amount fixed in the articles of 
incorporation to be subscribed and paid by 
the stockholders. 

 
Q: What is the trust fund doctrine? 
A: the payment of debts of the corporation 
which the creditors have the right to look 
up to satisfy their credits and which the 
corporation may dissipate. 

 
Q: What is the difference between 
common and preferred shares? 
A: Preferred shares have preferences like: 
a. distribution of dividends. B. distribution 
of assets. 

• there is nothing that prohibits the 
corporation from giving additional 
preferences. 

• Redeemable shares may also be 
preferred shares. 

• Sec. 6 – only preferred or 
redeemable shares may be 
deprived of voting rights. 

• Sec. 7 – founders shares may be 
accorded the exclusive voting 
powers for a period of 5 years. 

• 
Sec. 6. Classification of shares. - The 
shares of stock of stock corporations may 
be divided into classes or series of shares, 
or both, any of which classes or series of 
shares may have such rights, privileges  
or restrictions as may be stated in the 
articles of incorporation: 

 
Provided, that no share may be deprived 
of voting rights except those classified and 
issued as "preferred" or "redeemable" 
shares, unless otherwise provided in this 
Code: Provided, further, that there shall 
always be a class or series of shares which 
have complete voting rights. Any or all of 
the shares or series of shares may have a 
par value or have no par value as may be 
provided for in the articles of 
incorporation: Provided, however, that 
banks, trust companies, insurance 
companies, public utilities, and building 

and loan associations shall not be 
permitted to issue no-par value shares of 
stock. 

 
Preferred shares of stock issued by any 
corporation may be given preference in 
the distribution of the assets of the 
corporation in case of liquidation and in 
the distribution of dividends, or such other 
preferences as may be stated in the 
articles of incorporation which are not 
violative of the provisions of this Code: 
Provided, That preferred shares of stock 
may be issued only with a stated par 
value. The board of directors, where 
authorized in the articles of incorporation, 
may fix the terms and conditions of 
preferred shares of stock or any series 
thereof: Provided, That such terms and 
conditions shall be effective upon the filing 
of a certificate thereof with the Securities 
and Exchange Commission. 
Shares of capital stock issued without par 
value shall be deemed fully paid and non- 
assessable and the holder of such shares 
shall not be liable to the corporation or to 
its creditors in respect thereto: Provided; 
That shares without par value may not be 
issued for a consideration less than the 
value of five (P5.00) pesos per share: 
Provided, further, That the entire 
consideration received by the corporation 
for its no-par value shares shall be treated 
as capital and shall not be available for 
distribution as dividends. 

 
A corporation may, furthermore, classify 
its shares for the purpose of insuring 
compliance with constitutional or legal 
requirements. 

 
Except as otherwise provided in the 
articles of incorporation and stated in the 
certificate of stock, each share shall be 
equal in all respects to every other share. 

 
Where the articles of incorporation 
provide for non-voting shares in the cases 
allowed by this Code, the holders of such 
shares shall nevertheless be entitled to 
vote on the following matters: 

 
1. Amendment of the 

articles of incorporation; 
2. Adoption and 

amendment of by-laws; 
3. Sale, lease, exchange, mortgage, 

pledge or other disposition of all or 
substantially all of the corporate 
property; 

4. Incurring, creating or increasing 
bonded 

indebtedness; 
5. Increase or decrease of capital 

stock; 
6. Merger or consolidation of the 

corporation with another 
corporation or other corporations; 
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	RIGHTS AND OBLIGATIONS OF THE VENDOR
	OBLIGATION TO DELIVER THE FRUITS
	BE: A sold a mango plantation to B but they stipulated that delivery will be after the signing of the deed of sale. After the expiration of the 6- month period, B demanded for the delivery. The vendor was able to deliver 1 month after the date when he...
	Q: Does it mean that the fruits from the time of perfection shall pertain to the buyer?
	Q: Can he recover the fruits from X?
	Q: What is the remedy of the buyer?

	OBLIGATION TO TAKE CARE OF THE THING
	OBLIGATION TO PAY EXPENSES / TAXES
	OBLIGATION TO TRANSFER OWNERSHIP
	BE: May a person sell something which does not belong to him? Would the sale be valid? Would the buyer acquire ownership over the thing sold,  if seller does not own the thing?
	Q: Who can transfer ownership by way of sales?
	Q: Who would have the right to sell and therefore they can transfer ownership by way of sale?
	Q: May a buyer acquire ownership over the thing sold if the seller has no right to sell?

	2. Estoppel by Deed
	BE: A and B co-owners of land sold (sale is verbal) to X their land. X subsequently sold the land to Y. Would Y be considered to have acquired ownership over the land?

	3. Estoppel by Record
	Q: Case was filed against the uncle, would that action prosper?

	4. Sale by an Apparent Owner
	Q: Would the buyer acquire ownership?
	Q: Did the Narcisos acquire ownership?
	BE: The owner of a parcel of land covered by an OCT mortgaged the land to a creditor. The owner delivered the OCT to the creditor. The mortgagee forged the signature of the owner in a deed of sale. He was able to register the property in his name. He ...
	Q: When a buyer may be considered a buyer in good faith?
	BE: A, the owner of a parcel of land entrusted to his clerk the TCT of the land for safekeeping. This clerk instead forged the signature in the DOS with him as the buyer. Thereafter, he was able to have the property registered in his name. Then he sol...

	5. Negotiable Document of Title
	6. Purchases from a Merchant’s Store / Markets / Fairs
	Q: Would Velasco acquire ownership?
	Q: Can Sun Brothers recover the ref from Ko  Kang Chu by reimbursing the price?
	BE: The painting owned by F was stolen from her and later she noticed the painting in the room of
	BE: F lost her diamond ring in a hold-up. Later on, this ring was an object of a public sale of one pawnshop. Can F recover the ring from the buyer in that public sale?
	Q: How transfer of ownership is effected?
	Q: Is it correct to say that every time there is delivery, the buyer acquires ownership upon delivery?
	Q: So when would the buyer acquire ownership in conditional sale?
	Q: What if he did not signify his acceptance or approval? May he be considered to have accepted and therefore ownership may be considered to have passed to him?

	Sale or Return
	Q: Ownership passes upon delivery?
	BE: A car was sold for P150,000. P75,000 paid upon the execution of DOS. The balance payable on a monthly basis. P75,000 was paid. The car was delivered to the buyer. However, before he could pay the balance, the car was destroyed due to a fortuitous...

	Exceptions:
	Q: Is this argument correct?

	2. Title was reserved by the seller only to secure the payment of the price by the buyer
	Q: But even assuming that there was such no stipulation under the contract, would Atty. Tabora have to bear the loss?

	3. Delay in the Delivery
	Q: Who is the owner at that time?
	Q: Why would this be an exception to the res perit domino rule?

	DOUBLE SALE (ARTICLE 1544)
	BE: F sold a registered parcel of land to R who did not register the sale. Thereafter, F sold the very same parcel of land to C who registered and obtained a new TCT in his name. Who would have a better right?
	Q: If the thing is sold twice, who would have the better right?
	BE: If a thing is sold to 2 or more persons, what would be the effect of:
	Q: If a person bought a thing without knowledge of the prior sale, does that mean he is a registrant in good faith?
	Who between B and C would have a better right? (C did not also register the sale)
	Q: Who would have a  better right between C and B (C had no knowledge of the sale)?
	Q: How would you know that the land is  registered under the Torrens System?
	Q: But C registered the sale, does it mean that it is registered under the Torrens System?

	OBLIGATION TO DELIVER THE OBJECT OF THE SALE
	Things
	Kinds of Constructive Delivery
	Q: What if pursuant to their agreement the seller delivered the goods to a common carrier. Upon delivery of the goods to a common carrier, would that result in transfer of ownership immediately? (This is important because in case the goods were destro...

	Exceptions:
	Rights
	RULES ON SALE AS TO QUANTITY / QUALITY OF THE THING SOLD
	Q: In a sale involving 1,000 pairs of shoes with a specific design as agreed upon. The seller delivered 1,200 pairs of shoes instead of only 1,000. Can the buyer reject everything?
	Q: What if instead of 1,000, 800 was only delivered?

	Other Exceptions:
	Q: The obligation to deliver 1,000 cavans of Milagrosa rice. Instead of delivering 1,000 cavans of Milagrosa, the seller delivered 1,100 cavans of both Milagrosa and Burmese rice. May the buyer reject everything?

	SALE OF REALTY
	Q: Sale of a parcel of land. Price agreed upon is P1M. More or less 100 sqm. The actual area delivered by the seller was only 95 sqm. What are the remedies of the buyer?
	(2) Q: If specific performance is not possible, is proportional reduction a remedy?
	(3) Q: Under the facts, 95 sqm was delivered, would rescission be a remedy?
	Q: But kung 95 lang ang na-deliver meaning the area lacking is less than 10%, may rescission be a remedy?

	PLACE OF DELIVERY
	Q: May the buyer be considered in delay for his refusal to accept if there is no place stipulated in the contract?
	Q: What if the object of the sale is a generic thing?
	Q: What if at the time of the perfection of sale, though the thing is determinate, it was on board a ship while in transit. Where will be the place of delivery?
	Q: What was the purpose of fixing the delivery arrangement as a C.I.F. but the place of delivery is the port of destination?
	Q: Where do you get the BOL?

	Obligations which cannot be Waived:
	Obligation which can be Waived:
	Kinds of Warranties under the Law:
	Requisites:
	BE: “A” sold a land to B for P1M in Antipolo. As agreed upon P100,000 will be paid upon the signing of the DOS. The balance will be paid within 30 days from the time the occupants (squatters) of the land are evicted. It was so stipulated that if withi...

	2. Implied –
	Warranty Against Eviction / Title
	Q: If the seller was able to transfer ownership to the buyer may the seller nonetheless be held liable for breach of warranty against eviction?
	Q: When would this happen?
	Q: If there is a claim or a 3rd person claims a right over the thing bought, does it mean that the seller will already be liable for breach of warranty against eviction?

	Requisites:
	Q: If there is a decision in favor of the plaintiff (3rd person) against the buyer in the trial court, is it required that the buyer should appeal in order for him to be able to hold the seller liable?

	Based on an Act after the Sale but Imputable to the Vendor
	Q: If indeed the seller can be held liable for breach of warranty against eviction, what will be the extent of liability of the vendor?
	Q: If the seller was aware of the defect of his title at the time of the sale, hence, he is a seller in bad faith?
	Q: Why would a buyer buy a thing if the title of the seller has defect?
	Q: Thus, if there is such a waiver and assuming the vendor acted in good faith, can the vendor be held liable for breach of warranty?

	WARRANTY AGAINST HIDDEN DEFECTS
	Q: Even if there is such a hidden defect, is it possible that the vendee cannot hold the vendor liable despite the fact that there was hidden defect even if he was not informed because maybe the seller was not aware?
	Q: If the thing which has a hidden defect was lost or destroyed, can the vendee hold the vendor liable for this breach of warranty? Does it matter if the loss was due to a fortuitous event or maybe the loss was due to the fault of the buyer himself, n...
	Q: The price may be higher or lower than the value of the thing?
	Q: How would defect be proven if the thing was lost or destroyed due to fortuitous event?
	If the cause of the loss was fortuitous event or fault of the vendee and the buyer was not aware  of the defects, is it possible that the vendor may not be liable even for a single centavo?

	WARRANTY OF QUALITY
	WARRANTY OF FITNESS FOR A PARTICULAR PURPOSE
	WARRANTY OF MERCHANTABILITY
	SALE OF ANIMALS WITH DEFECTS – RULES:
	Q: If one of the animals has redhibitory defect, can the buyer rescind the entire contract pertaining to all the animals?
	Q: Who has the burden of proof that he would not have bought the others had he known of the defect of one?
	Q: If the animal which was bought, died of a disease within 10 days, the disease existing at the time of the sale, may he still have a remedy under the law?

	Instances whether there would be no warranty against hidden defects and therefore caveat emptor may be invoked:
	Q: Can there be a claim of breach of warranty against eviction?

	RIGHTS AND OBLIGATIONS OF THE VENDEE
	1. Obligation to accept the thing delivered
	Q: If the buyer received the goods delivered, does it mean that he already accepted?

	Right to Inspect or Examine
	Q: What if after an examination or before the examination, the buyer refused to accept and informed the seller but the goods are already in his place? What if the goods were lost or destroyed in the possession of the buyer even due to fortuitous event...

	2. Obligation to pay the price
	Q: When?
	Q: If the delivery was made a year ago but the payment of the price was made today, would the buyer be liable for the interest from the time of delivery up to the time of payment?

	MACEDA LAW
	BE: What is the Maceda Law? Give its essential features.
	Q: How about a condominium unit?
	Q: Sale on credit, does it mean that the sale will be covered by the Maceda Law?
	Q: Is it correct to say that in this law, the buyer cannot invoke this law if he has not yet paid for at least 2 years?
	Q: If he has paid less than 2 years of installment, what are his rights?
	Q: The minimum of 50% - when higher?
	Q: What if it is 20 years – 100%?
	Q: Would the amount recoverable be bigger?
	BE: Ayce bought a condo unit for 10M. 3M downpayment. The balance of 7M payable in 60 equal monthly payments. Ayce religiously paid until the 46th installment. On the 49th installment, she offered to update her account. The seller Gerard said “I have ...
	Q: What if the installment period is for 15 years. The buyer defaulted on the 3rd year. Under the  law, she is entitled to a minimum grace period of 60 days. Thereafter, she was able to update. But on the 5th year, she defaulted again. How many days i...
	Q: If there is a stipulation for the forfeiture of the payment made – “the buyer will lose the house and lot and he will not recover anything because all his payments will be treated as rentals” – is this a valid clause?
	Q: “Upon failure to pay 1 or more installments without need of notice, the seller would have the right to cancel the sale” – is this automatic cancellation clause valid?
	Q: Are the remedies under the Maceda Law alternative? Can the buyer be able to exercise 2 or more remedies all at the same time?

	REMEDIES FOR BREACH OF CONTRACT REMEDIES OF AN UNPAID SELLER (ARTICLE 1526)
	Q: Are there other remedies aside from Article 1526?
	Q: Under 1526, who may be considered an unpaid seller? If the buyer has already paid 90% of the price, may the seller invoke these remedies?
	Q: May a person who was not a party to the sale be able to claim any of these remedies?
	Q: Who would be in the position of the seller?

	Specific Remedies
	Q: Why is it called possessory lien?
	Q: When would the seller have this possessory lien? Is it required that the buyer should be insolvent?

	Other Instances Where Seller May Invoke Possessory Lien
	When would the Seller be Considered to have Lost his Lien
	Q: If the seller opted to file an action to compel the buyer to pay the price and the court decided

	2. Right of stoppage in transitu / right to resume possession of the goods
	Q: Should the debtor be insolvent already at the time of the perfection of the sale?
	Q: How is the right exercised?
	Q: If such notice was sent to the common carrier but the common carrier refused to deliver the goods back to the seller, is the common carrier liable?
	Q: If the seller validly exercised the right of stoppage in transitu, what is the effect?

	4. Right to Rescind
	RECTO LAW
	Q: Assuming this is a sale of diamond ring fro 1M payable in 10 equal annual. 100k each year payable Jan 1 each year. The buyer was able to pay 1st and 2nd installment. He failed to pay the 3rd installment. Despite demand, the buyer failed to pay. Can...
	Q: This time 3rd installment default sya. After few months he was able to pay the 3rd installment. Nakabayad sya ng 4th, 6th. On the 7th he defaulted again. Would cancellation now be a remedy? (Naka-dalawang default na sya eh)
	Q: If he failed to pay the 3rd and 4th then cancellation would now be a remedy. So what if the seller opted to cancel the sale (this is rescission di ba?) and the effect of cancellation di ba mutual restitution and hence the buyer should return the th...
	Q: Despite the cancellation of sale which normally result in mutual restitution, may the seller this time be able to retain everything which he received?
	Q: Buyer bought a car and to secure the payment of the price, he mortgaged his diamond ring. The
	BE: Buyer bought a car to secure the fulfillment of the obligation he mortgaged the car but the buyer gave another security. He asked his brother to mortgage his brother’s house and lot. The seller agreed. The buyer failed to pay 2 or more installment...

	EXTINGUISHMENT OF SALE
	Under the law on sales
	Kinds:
	A. Conventional
	Q: In the exercise of this right, how much would have to be offered by the seller in order to redeem the property? Would the price paid by the buyer be sufficient in order to repurchase the same?

	Growing fruits
	Q: In a mango plantation, there may be fruits at the time of redemption. The value of the fruits is 100k. Can the seller be compelled to pay for the value of the fruits?
	Q: If a COS was entered into in 2001 and there were no fruits at the time of the sale. However, at the time of redemption April 1, 2005 there were fruits. The value of which is 100k. How much can the seller be compelled to pay for these fruits?

	Period in conventional redemption
	BE: Ariel sold a land to Jessica for 10k with  a right to repurchase expressly agreed upon between the parties. Because they were friends, they did not provide for a period within which the seller may exercise the right to repurchase. But again, there...
	a.  When should the seller a retro exercise the right to repurchase?
	Q: In a sale with a right to repurchase, ownership passes when? Upon the expiration of the period to repurchase?
	Q: So what will be the effect of the expiration of the period for repurchase without the seller exercising such a right? Or even if he did exercise it was not valid exercise of a right, like for example: a total amount which should have offered 500k. ...

	B. Legal Redemption
	Q: Who have the right to redeem?

	Co-owners
	Q: Co-owners of what thing, movable or immovable?
	Q: A, B, C, D co-owners of land. D donated his interest in the land to X. would A, B, C, have the right to redeem?
	Q: What if B sold his interest in the land to D. would A and C have the right to redeem?
	Q: What if B sold his interest in the land to X. A, D, C, wanted to redeem. May they be able to exercise the right of redemption? All of them?
	Q: Is this the same rule in adjacent lots?
	Q: What if the owners of adjacent lots would have equal area?

	As to Co - owners
	BE: Land owned by spouses was sold by the spouses to their three sons in 3 different deeds of sale. In each DOS the specific area was already described. After the execution of the DOS, these children would actually harvest only their respective area. ...
	Q: A, B, C co-owners. A’s share ¼. B’s share ¼. C’s share ½. B sold his interest in the land to X. However, A and C both wanted to redeem. (As co- owners they may have the right to redeem). If they cannot agree on the portion of the share of B which w...
	Q: What if in the DOS executed between B and X, the price stated in DOS was 3M. Hence, A and C can be compelled to redeem by paying 3M?
	Q: What if the value is 3M but DOS stated 1M but X actually paid 3M (1M was stated to reduce tax liability). How much A and C can be compelled to pay?

	Owners of Adjacent Lots
	Sale of Urban land Requisites:
	Partnership
	BE: Chato, using all his savings in the total amount of 2,000, decided to establish a restaurant. Faye, however, gave 4,000 as “financial assistance” with the agreement that Faye will have 22% share of the profits of the business. After 22 years, Faye...
	Q: What about the stipulation that Faye will have 22% share of the profits?
	Q: What if two or more persons agreed to put up a partnership but they never intended to divide the profits among themselves, would that still be considered a valid partnership contract?
	Partnership vs. Co-ownership
	Creation:
	Purpose:
	Powers of the Members:
	Q: Will death extinguish co-ownership?

	ESSENTIAL ELEMENTS OF PARTNERSHIP
	1. Consent of the contracting parties:
	BE: May the spouses enter into a limited partnership to engage in a realty business, with the wife as a limited partner?
	BE: Can a corporation enter into a contract of partnership with an individual? Can a corporation enter into a contract of partnership with another corporation?

	2. Object of Partnership:
	Q: If the object is to engage in a lawful activity, necessarily the partnership is valid?

	3. Cause of Partnership
	Q: What would be the effect if either the cause or the object of the partnership is illegal or if the partnership has an unlawful cause or object?
	Q: Will an action to compel a partner to render an accounting prosper?
	Q: May a party to such void contract at least be able to recover what he contributed or delivered pursuant to that void contract?

	FORMALITIES:
	Q: If the agreement of the parties to a contract of partnership was only a verbal agreement, would that be a valid and binding contract? Will there be a juridical personality created?
	Q: Is there a partnership agreement which would require a particular form for the validity of the partnership agreement?
	Q: What if there was an agreement to contribute an immovable and there was an inventory signed by all the partners, however, the partnership agreement itself was not put into writing, what is the status of that partnership contract?

	Consequences: separate and distinct personality
	CLASSIFICATION OF PARTNERSHIP:
	2 Kinds of Universal Partnership:
	TERM OF PARTNERSHIP
	Q: If the partners failed to fix a period, does it mean that the partners agreed a partnership at  will and may be dissolved at any time without any liability so long as they acted in good faith?

	CLASSIFICATION OF PARTNERS:
	As to the contribution:
	Q: An industrial partner, may be a general partner?
	Q: But can a partner be both capitalist and industrial?
	BE: A and B formed a partnership to operate a car repair shop. A contributed money, B contributed industry. While the car repair shop was already in operation, A operated a coffee shop beside the car repair shop. B also operated a car accessories stor...

	Incoming Partner:
	Q: ABC Partnership is composed of A, B and C. Thereafter, D became a member of the partnership. Six months after D’s entry as a member, a certain obligation, 3 Million became due and demandable. For this partnership obligation, can D be held liable?
	Q: If this obligation is incurred prior to his entry as a partner, can he be held liable?
	Q: X is indebted to ABC Partnership which may be limited. The same debtor of the partnership is also a debtor of one of the partners. The debt to the partnership is 100,000, while the debt to the partner is 50,000. X delivered 30,000 to A. Should this...
	Q: A is a managing partner and both debts are due and demandable. 30,000 was delivered to A.  Is it possible for the partnership to have the right to the entire 30,000?
	Q: If A, as managing partner, and both debts being due and demandable, he received the amount of Php30,000 and receipted the same in his own name, may he be entitled to retain everything?

	PROPERTY RIGHTS
	Property rights considered as minor:
	Q: Can a partner demand for a formal accounting at any time?

	Right in specific partnership property:
	Q: How could a person be a co-owner of a property owned by another if he is not a co-owner of that other person? The owner is the partnership. How can a partner be a co-owner of that property if he is not a co-owner with the partnership?
	Q: Concretely, in property law, if two persons are co-owners of a parcel of land, can a co-owner sell his interest over the parcel of land without the consent or even knowledge of the other co- owner? Would that be a valid assignment of interest?
	Q: May a creditor of a co-owner of a parcel of land levy upon such portion of the land interest over that land owned by the debtor / co-owner?
	Q: In partnership, can a creditor of a partner levy upon the rights of the partner over a specific partnership property?

	Interest in the Partnership
	Q: What would be the share of a partner in a partnership?
	Q: What if, in such agreement, one of the partners was excluded in sharing in the profits?
	Q: Thus, if the stipulation as to the sharing of the profits is void, or that there is no stipulation with this regard, what would be the sharing in the profits of the partners?
	Q: What if one of the partners is an industrial partner?
	BE: A, B and C are partners. In their partnership agreement, they agreed in the equal sharing of the profits. Thereafter, C assigned his whole interest in the partnership to X. X now demanded that he be allowed to participate in the management of the ...
	Q: If profits were declared, for instance, in the amount of 360,000, would the assignee have the right to share in the profits?

	Right to participate in the management of the business of the partnership
	BE: W, X, Y and Z formed a partnership. W and X contributed industry; Y contributed 50,000; Z contributed 20,000. In a meeting, the partners unanimously agreed to designate W and X as managing partners, such appointment having no stipulation as to the...
	Q: Is the appointment of the secretary an act of administration?
	Q: Would it bind the partnership?

	TYPES OF MANAGEMENT:
	Q: In a partnership of which the business is into buying and selling cars, the managing partner decided to buy a vintage Mercedes Benz, to the opposition of the other partners for they consider it bad investment, will the decision or the act of the ma...
	Q: The question now is, can he be easily be removed?

	OBLIGATIONS OF THE PARTNERS AMONG THEMSELVES AND AS TO THE PARTNERSHIP AND IN CASE OF NON-PERFORMANCE OF THE OBLIGATION
	1. To make good his promised contribution:
	Remedies that may be invoked by the non- defaulting partners:
	Q: Can a non-defaulting partner rescind the partnership agreement?

	B. Property:
	C. Industry
	2. Fiduciary Duties:
	Test to determine whether there was a violation of this duty:
	Q: May a partner may be held liable for breach of fiduciary duty even after the termination of the partnership?

	3. Participate in the Losses:
	Q: What will be the share of the partner in the losses incurred in the partnership?
	Q: Would this still be a valid stipulation if one of them is an industrial partner?
	Q: What if in the stipulation regarding losses, one or more of the partners is excluded in sharing with the same, what will be the status of the stipulation?
	Q: What if there is no stipulation as to the sharing of the losses, or that the stipulation in void?
	Thus, in this scenario, would the industrial  partner share in the losses?
	Q: If indeed a partner, assuming that the assets of the partnership are not sufficient to cover the obligations of the partnership, what would be the nature of the obligation of the partner? Would the partners be held solidarily liable? Or would they ...

	OBLIGATIONS OF PARTNER RE: 3RD PERSONS
	Q: When would a contract entered into by a partner bind the partnership?
	Q: Concretely, if a partner bought a complete set of SCRA in the name of the partnership and signed by that partner, would that contract bind the partnership for the set was bought in the name of the partnership?
	Q: But the seller would raise the defense, “hindi ko naman alam na restaurant yung business, e ang nagrepresent ng partnership si Atty. ABC, so akala law firm.” Is that a valid defense?
	Q: Even if he had no authority from the partners?
	Q: Even if there was a resolution among partners that he should not be the one who will enter into the contract? For instance, A,B,C,D, and E did decide to buy the set, but designated A to buy the same and not E, but the E bought the SCRA, would that ...

	DISSOLUTION, WINDING UP AND TERMINATION
	Q: When would there be a dissolution of a partnership?
	Q: May there be a dissolution even if none of the partners ceased to be associated with the carrying on of the business of the partnership despite the definition of dissolution under Art. 1828?
	Q: What is the effect of the dissolution?

	CAUSES OF THE DISSOLUTION
	Extrajudicial causes:
	BE: A, B and C agreed to form a partnership for a period of five years. After 2 years of business, C assigned his whole interests to Philip. The two other partners, realizing that they would not be able to deal with Philip, decided to dissolve the par...
	Q: As far as Philip was concerned, will his petition prosper, even assuming that no dissolution was made by the 2 partners?

	INVOLUNTARY CAUSES:
	Q: If one of the partners in a partnership was elected a Senator, would this dissolve the partnership by operation of law?
	Q: Even if it is a partnership of lawyers or a law office?
	Q: If a lawyer was appointed in the cabinet, for instance as Presidential Legal Counsel, would that result in the dissolution of the partnership by operation of law?
	Q: What if the law partner was elected  as governor of his province will it result in the dissolution of the partnership?
	Q: What if the partner who died is a partner in a limited partnership? Would that dissolve automatically the partnership?

	Judicial Causes: Grounds:
	Q: Quarrels among partners, valid ground?
	Q: Upon the dissolution of the partnership, and there were assets left, how will these be distributed? To whom these assets be given?
	Q: What if, in their agreement, Partner A contributed 100,000; Partner B, 50,000; Partner C, industrial partner. The total assets of the partnership is 1 Million at the time of dissolution, however, there were partnership creditors obligation of which...
	Q: Assuming that there was no agreement as their share in the losses, also there was no agreement as to their share in the profits, what if one of the partners became insolvent, will the other partner’s liability be increased?
	Q: For instance A, a partner is insolvent, his assets being 100,000. A is indebted X and Y. The partnership also has its creditors. To whom shall this 100,000 be given?
	Q: What if there was no substantial compliance as to these formalities?


	Credit transactions
	Q: Why credit transactions?
	Focus on the following provisions:
	Mutuum vs. Commodatum
	Usufruct vs. Commodatum
	Consensual vs. Real Contracts
	Examples of Real Contracts
	Commodatum
	Loan
	Commodatum
	BE: R upon request loaned his passenger jeepney to F to enable to bring his wife from Tarlac  to PGH for treatment. On the way back to Tarlac after leaving his wife in PGH, people stopped the passenger jeepney and R allowed them to ride accepting paym...
	BE: M borrowed B’s truck. During a fire that broke out in M’s garage, M had time to save only 1 vehicle and M saved his car instead of B’s truck. Is he liable for the loss of B’s struck?

	Republic vs. Bagtas
	Deposit
	Loan
	Q: When would there be a precarium?

	Deposit
	Q: Are checking accounts, savings account, dollar accounts irregular deposits?
	BE: The parties in a contract of loan of money agreed that the yearly interest rate is 12% and it can be increased if there is a law that would authorize the increase of interest rates. Suppose the lender would increase the rate by 5% to be paid by th...






