AN ACT TO ORDAIN AND INSTITUTE THE

CIVIL CODE OF THE PHILIPPINES

BOOK 1V
OBLIGATIONS AND CONTRACTS
Title 1.—OBLIGATIONS

CHAPTER 1

GENERAL PROVISIONS

Axr. 1176 An obligation is a juridical neces-
sity to give, to do or not to do. (n)

Arr. 1177, Obligations arise from:

(1) law;

(2) Contracts;

(3) Quasi-contracts;

(4) Acts or omissions punished by law; and
(5) Quasi-delicts. (1089a)

Awr. 1178. Obligations derived from law are

not presumed.  Only those expressly determined
in this Code or in special laws are demandablr,
and shall be regulated by the precepts of the law
which  establishes them; and as to what has not

been forescen, by the provisions of this Book.
(1090)
ART. 1179, Obligations arising from contracts

have the force of law between the contracting
parties and should be complied with in good faith.
(1091a)

ART. 1180. Obligations derived from quasi-
contracts shall be subject to the provisions of Chap-
ter 1, Title XVII, of this Book. (n)

Art. 1181. Civil obligations arising from cri-
minal offenses shall be governed by the penal laws,
subject to the provisions of article 2197, and of the
pertinent provisions of Chapter 2, Preliminary Ti-
tle, on Human Relations, and of Title XVIII of
this Book, regulating damages. (1092a)

ArT. 1182, Obligations derived from quasi-de-
licts shall be governed by the provisions of Chapter
2, Title XVII of this Book, and by special laws.
(1093a)

CHAPTER 2
NATURE AND EFFECT OF OBLIGATIONS

ART. 1183, Every person obliged to give some-
thing is also obliged to take care of it with the
proper diligence of a good father of a family, un-
less the law or the stipulation of the parties requires
another standard of care. (1094a)

ART. 1184, The cre has a right to the
fruits of the thing from the time the obligation
to deliver it arises. However, he shall acquire no
real right over it until the same has been deli-
vered 1o him.  (1095)

ART. 1185. When what is to be delivered is a
determinate thing, the creditor, in addition to the
right granced him by article 1190, may compel the
debtor to make the delivery.

If the thing is indeterminate or generic, he may
ask that the obligation be complied with at the
expense of the debror.

If the obligor delays, or has promised to deliver
the same thing to two or more persons who do not
have the same interest, he shall be responsible for
any fortuitous event until he has effected the de-
livery.  (1096)

Axr. 1186, The obligation to give a determi-
nate thing includes that of delivering all its ac-
cessions and accessories, even though they may not
have been mentioned. (10972)

Art. 1187, If a person obliged to do something
fails to do ir, the same shall be executed at his
cost.

This same rule shall be observed if he does it in
contravention of the tenor of the obligation. Fur-
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thermore, it may be decreed that what has been
ely done be undone. (1098)

ART. 1188, When the obligation consists in not
doing, and the obligor does what has been for-
bidden him, it shall also be undone at his expense.
(109 :)

Those obliged to deliver or to do
something incur in delay from the time the obligee
judicially or extrajudicially demands from them the
fulfillmenc of their obligation.

However, the demand by lll(' creditor shall not
be necessary in order that delay may exist:

(1) When the obligation or the law expressly
so declares; or

(2) When from the nature and the circum-
stances of the obligation it appears that the de-
signation of the time when the thing is to be de-
livered or the service is to be rendered was a con-
trolling motive for the establishment of the con-
tract; or

(3) When demand would be useless, as when
the obligor has rendered it beyond his power to
perform.

In reciprocal obligations, neither party incurs in
delay if the other does not comply or is not ready
to comply in a proper manner with what is in-
cumbent upon him. From the moment one of the
parties fulfills obligation, delay by the other
begins.  (1100a)

ART. 1190. Those who in the performance of
cheir obligations are guilty of fraud, negligence,
or delay, and those who in any manner contra-
vene the tenor thercof, are liable for damages.
(1101)

ArT. 1191,

Responsibility arising from fraud is
demandable in all obligations. Any waiver of an
action for future fraud is void.  (1102a)

ART. 1192, Respongibility arising from negli-
gence in the performance of every kind of obliga-
tion is also demandable, but such liability may be
regulated by the courts, according to the circum-
stances.  (1103)

ART. 1193, The faule or negligence of the ob-
ligor consists in the omission of that diligence
which is required by the nature of the obligation
and corresponds with the circumstances of the per-
sons, of the time and of the place. When negli-
gence shows bad faith, the provisions of articles
1191 and 2221, paragraph 2, shall apply.

If the law or contract does not state the dili-
gence which is to be observed in the performance,
that which is expected of a good father of a fa-
mily shall be required. (1104a)

ART. 1194, Except in cases expressly specified by
the law, or when it is otherwise declared by stipu-
lation, or when the nature of the obligation re-
quires the assumption of risk, no person, shall be
responsible for those events which could not be
forescen, or which, though foreseen, were inevitable.

(1105a)
ART. 1195, Usurious transactions shall be gov-
erned by special laws. (n)
Aw. 1196, The receipt of the principal by the

ereditor, without rescrvation with respect o the in-
terest, shall give rise to the presumption that said
interest has been paid.

The receipt of a later installment of a debt with-
out reservation as to prior installments, shall like-
wise raise the presumption that such installments
have been paid. (1110a)

ART. 1197 The creditors, after having pursued
the property in possession of the debtor to satisfy
their claims, may exercise all the rights and bring
all the actions of the latter for the same purpose,
save those which are inherent in his person; they
may also impugn the acts which the debtor may
have done to defraud them. (1111)

ARt 1198, Subject to the laws, all rights ac-
quired in virtue of an obligation are transmissible,
if there has been no stipulation to the contrary.
(1112)

CHAPTER 3
DIFFERENT KINDS OF OBLIGATIONS
SecTioN 1.—Pure and Conditional Obligations

ART. 1199, Every obligation whose performance
does not depend upon a future or uncertain event,
or upon a past event unknown to the parties, is
demandable at once.

Every obligation which contains a resolutory con-
dition shall also be demandable, without prejudice
to the effects of the happening of the event. (1113)

ART. 1200. When the debtor binds himself to
pay when his means permit him to do so, the ob-
ligation shall be deemed to be one with a period,
subject to the provision of article 1217. (n)

Art. 1201, jonal obligations, the ac-
quisition of rights, as well as the extinguishment
or loss of those already acquired, shall depend upon
the happening of the cvent which constitutes the
condicion.  (1114)

ART. 1202, When the fulfillment of the condi-
tion depends upon the sole will of the debtor, the
conditional obligation shall be void. If it depends
upon chance or upon the will of a third person,
the obligation shall take effect in conformity with
the provisions of this Code. (1115)

ART. 1203, Impossible conditions, those contrary
to good customs or public policy and those prohi-
bited by law shall annul the obligation which de-
pends upon them. If the obligation is divisible,
that part thereof which is not affected by the im-
possible or unlawful condition shall be valid.

The condition not to do an impossible thing shall
be considered as not having been agreed upon.
(1116a)

ArT. 1204. The condition that some event hap-
pen at a determinate time shall extinguish the ob-
ligation as soon as the time expires or if it has
become indubitable that the event will not take
place.  (1117)

ArT. 1205. The condition that some event will
not happen at a determinate time shall render the
obligation effective from the moment the time in-
dicated has clapsed, or if it has become evident
that the cvent cannot occur.

If no time has been fixed, the condition shall
be deemed fulfilled at such time as may have pro-
bably been contemplated, bearing in mind the na-
ture of the obligation. (1118)

ART. 1206. The condition shall be deemed ful-
filled when the obligor voluntarily prevents its
fulfillment.  (1119)

ArT. 1207. The effects of a conditional obliga-
tion to give, once the condition has been fulfilled,
shall retroact to the day of the constitution of the
obligation. Nevertheless, when the obligation im-
poses reciprocal prestations upon the parties, the
fruits and interests during the pendency of the
condition shall be deemed to have been mutually
If the obligation is unilateral, the
shall appropriate the fruits and interests
received, unless from the nature and circumstances
of the obligation it should be inferred that the
intention of the person constituting the same was
different.

In obligations to do and not to do, the courts
shall determine, in each case, the retroactive effect
of the condition that has been complied with.
(1120)

ArT. 1208. The creditor may, before the ful-
fillment of the condition, bring the appropriate ac-
tions for the preservation of his right.

The debtor may recover what during the same
time he has paid by mistake in case of a suspen-
sive condition. (1121a)

ART. 1209. When the conditions have been im-
posed with the intention of suspending the effi-
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cacy of an obligation to give, the following rules
shall be observed in case of the improvement, loss
or determination of the thing during the pendency
of the condition:

(1) If the thing is lost without the faule of
the debtor, the obligation shall be extinguished;

(2) If the thing is lost through the fault of
the debtor, he shall be obliged to pay damages;
it is understood that the thing is lost when it
perishes, or goes out of commerce, or disappears in
such a way that its existence is unknown or it
cannot be recovered;

(3) When the thing deteriorates without the
fault of the debtor, the impairment is to be borne
by the creditor;

(4) If it deteriorates through the fault of the
debtor, the creditor may choose between the res-
cission of the obligation and its fulfillment, with
indemnity for damages in either case;

(5) Tf the thing is improved by its nature, or
by time, the improvement shall inure to the berne-
fit of the creditor;

(6) If it is improved at the expense o the
debtor, he shall have no other right than that
granted to the usufructuary. (1122)

ART. 1210. When the conditions have for their
purpose the extinguishment of an obligation to
give, the parties, upon the fulfillment of said con-
ditions, shall return to each other what they have
received.

In case of the loss, deterioration or improvement
of the thing, the provisions which, with respect
to the debtor, are laid down in the preceding ar-
ticle shall be applied to the party who is bound
to return.

As for obligations to do and not to do, the
provisions of the second paragraph of article 1207
shall be observed as regards the effect of the ex-
tinguishment of the obligation. (1123)

ART. 1211, The power to rescind obligations is
implied in reciprocal ones, in case one of the ob-
ligors should not comply with what is incum-
bent upon him.

The injured party may choose between the ful-
fillment and the rescission of the obligation, with
the payment of damages in either case. He may
also seck rescission, even after he has chosen ful-
fillment, if the lacter should become impossible.

The court shall decree the rescission claimed,
unless there be just cause authorizing the fixing
of a period.

This is understood to be without prejudice to
the rights of third persons who have acquired the
thing, in accordance with articles 1405 and 1408
and the Mortgage Law. (1124)

ART. 1212. In case both parties have committed
a breach of the obligation, the liability of the first
infractor shall be equitably tempered by the courts.
If it cannot be determined which of the parties
first violated the contract, the same shall be deem-
ed extinguished, and each shall bear his own dam-
ages. (n)

SectioN 2.—Obligations with a Period

ART. 1213. Obligations for whose fulfillment a
day certain has been fixed, shall be demandable
only when that day comes.

Obligations with a resolutory period take effect
at once, but terminate upon arrival of the day
certain.

A day ceruain is understood to be thac which
must necessarily come, alchough it may not be
known when.

If the uncertainty consists in whether the day
will come or nor, the obligation is conditional, and
it shall be regulated by the rules of the preceding
Section.  (1125a)

ArT. 1214. In case of loss, deterioration or im-
provement of the thing before the arrival of the
day certain, the rules in article 1209 shall be ob-
served.

ART. 1215. Anything paid or delivered before
the arrival of the period, the obligor being unaware
of the period or believing that the obligation has
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become due and demandable, may be recovered,
with the fruits and interests. (1126a)

ART. 1216, Whenever in an obligation a period
is designated, it is presumed to have been estab-
lished for the benefit of both the creditor and
the debtor, unless -from the tenor of the same or
other circumstances it should appear that the pe-
riod has been established in favor of one or of the
other.  (1127)

Art. 1217. If the obligation does not fix a
period, but from its nature and the circumstances
it can be inferred that a period was intended, the
courts may fix the duration thereof.

The courts shall also fix the duration of the
period when it depends upon the will of the
debtor.

In every case, the courts shall determine such
period as may under the circumstances have been
probably contemplated by the parties. Once fixed
by the courts, the period cannot be changed by
them. (1128a)

ART. 1218, The debtor shall lose every right to
make use of the ‘period:

(1) When after the obligation has been con-
tracted, he becomes insolvent, unless he gives a
guaranty or security for the debt;

(2) When he does not furnish to the creditor
the guaranties or securities which he has promised;

(3)  When by his own acts he has impaired said
guaranties or sccurities after their establishment,
and when through a fortuitous event they dis-
appear, unless he immediately gives new oncs equal-
ly satisfactory;

(4) When the debtor vielates any. undereahing,
in consideration of which the creditor agreed to
the period;

(5) When the
(1129a)

creditor attempts to abscond.

Section 3.—Alternative Obligations

ART. 1219. A person alternatively bound by
different prestations shall completely perform one
of them.

The creditor cannot "be compelled to receive part
of one and part of the other undertaking. (1131)

ARrT. 1220. The right of choice belongs to the
debtor, unless it has been expressly granted to the
creditor.

The debtor shall have no right to choose those
prestations which are impossible, unlawful or which
could not have been the object of the obligation.
(1132)

Art. 1221. The choice shall produce no effect
except from the time it has been communicated.
(1133)

Art. 1222. The debtor shall lose the right of
choice when among the prestations whereby he is

alternatively bound, only one is practicable.
(1134)

ArT. 1223, If through the creditor’s acts the
debtor cannot make a choice according to the

terms of the obligation, the latter may rescind the
contract with damages. (n]

ArT. 1224, The creditor shall have a right to
indemnity for damages when, through the fault of
the debtor, all the things which are alternatively
the object of the obligation have been lost, or the
compliance of the obligation has become impossible.

The indemnity shall be fixed taking as a basis
the value of the last thing which disappeared or
that of the service which last became impossible.

Damages other than the value of the last thing
or service may also be awarded. (1135a)

ART. 1225. W..n the choice has been expressly
given to the creditor, the obligation shall cease to
be alternative from the day when the selection has
been communicated to the debtor.

Until then the responsibility of the debtor shall
be governed by the following rules:

(1) If one of the things is lost through a for-
tuitous event, he shall perform the obligation by
delivering that which the creditor should choose
from among the remainder, or that which remains
if only one subsists;
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(2) 1 the loss of one of the things occurs
through the fault of the debtor, the creditor may
claim any of those subsisting, or the price of that
which, through the faule of the former, has dis-
appeared, with a right to damages;

(3) If all the things are lost through the faule
of the debtor, the choice by the creditor shall fall
upon the price of s ok of them, also with in-
demnity for dam:

The. i arless Sl spiied soaseobligatiens
to do or not to do in case one, some or all of
the prestations should become impossible. (1136a)

Art. 1226, When only one prestation has been
agreed upon, but the obligor may render another
i substicution, the obligation is called facultative.

The loss or deterioration of the thing intended
as a substitute, through the negligence of the ob-
ligor, does not render him liable. But once the
substitution has been made, the obligor is liable for
the loss of the substitutc on account of his delay,
negligence or fraud. (n)

Section 4.—Joint and Solidary Obligations

ArT. 1227. The concurrence of two or more
creditors or of two or more debtors in one and
the same obligation does not imply that each one
of the former has a right to demand, or that each
one of the latter is bound to render, entire com-
pliance with . the prestation. There is a solidary
liability only when the obligation expressly so states,
or when the law or the nature of the obligation
requires solidarity.  (1137a)

ArT. 1228. If from the law, or the nature or
the wording of the obligations to which the pre-
ceding article refers the contrary does not appear,
the credit or debt shall be presumed to be divided
into as many cqual shares as there are creditors
or debtors, the credits or debts being considered
distinct from one another, subject to the Rules of
Court governing the multiplicity of suits. (1138a)

ArT. 1229. If the division is impossible, the
right of the creditors may be prejudiced only by
their collective acts, and the debt can be enforced
only by proceeding against all the debtors. If one
of the latter should be insolvent, the others shall
not be liable for his share. (1139)

Awr. 1230. The indivisibility of an obligation
does not necessarily give rise to solidarity. Nor
does solidarity of itself imply indivisibility. (n)

ART. 1231. Solidarity may exist although the
creditors and the debtors may not be bound in
the same manner and by the same periods and con-
dicions.  (1140)

Art. 1232. Each one of the solidary creditors
may do whatever may be useful to the others,
but not anything which may be prejudicial to the
latter.  (1141a)

Art. 1 A solidary creditor cannot assign
his rights without the consent of the others. (n)

ART. 1234, The debtor may pay any one of
the solidary creditors; but if any demand, judicial
or extrajudicial, has been made by ome of them,
payment should be made to him. (1142a)

Art. 1235. Novation, compensation, confusion
or remission of the debt, made by any of the
solidary creditors or with any of the solidary
debtors, shall extinguish the obligation, without pre-
judice to the provisions of article 1239,

The creditor who may have executed any of these
acts, as well as he who collects the debt, shall be
liable to the others for the share in the obligation
corresponding to them. (1143)

ART. 1236. The creditor may proceed against
any one of the solidary debtors or some or all
of them simultancously. The demand made against
one of them shall not be an obstacle to those which
may subsequently be directed against the others,
so long as the debt has not been fully collected.

(1144a)

ART. 1237, Payment made by one of the soli-
dary debtors extinguishes the obligation. If two or
more solidary debtors offer to pay, the creditor
may choose which offer. to accept.

He who made the payment may claim his co-
debrors only the share which ‘corresponds to each,
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with the interesc for the payment already made.
Tf the payment is made before the debt is due, no
interest for the: intervening period may be de-
manded.

When one of the solidary debtors cannot, be-
cause of his insolvency, reimburse his share to the
debtor paying the obligation, such share shall be
borne by all his codebtors, in proportion to the debe
of each. (11452)

ArT. 1238, Payment by a solidary debtor shall
not entitle him to reimbursement from his codebtors
if such payment is made after the obligation has
prescribed or become illegal.  (n)

ART. 1239. The remission made by the cre-
ditor of the share which affects one of the solidary
debtors does not release the latter from his res-
ponsibility towards the codebtors, in case the debt
had been totally paid by anyone of them before
the remission was effected. (1146a)

ART.  1240. The remission of the whole obliga-
tion, obtained by one of the solidary debtors, does
not entitle him to reimbursement from his codebtors.
(n)

ArT. 1241, li (he thing has been lost or if the
prestation  has impossible  without the
fault of the 5olxduy debtors, the obligation shall
be extinguished.

If there was fault on the part of any one of
chem, all shall be responsible to the creditor, for
the price and the payment of damages and interest,
without prejudice to their action, against the guilty
or negligent debror.

If through a fortuitous event, the thing is lost
or the performance has become impossible after
one of the solidary debtors’ has incurred in delay
through the judicial or extra-judicial demand upon
him by the creditor, the provisions of the preced-
ing paragraph shall apply. (1147a)

ART. 1242, A solidary debtor may, in actions
filed by the creditor, avail himself of all defenses
which are derived from the nature of the obliga-
tion and of those which are personal to him, or
pertain to his own share. With respect to those
which personally belong to the others, he may
avail himself thereof only as regards that part of
the debt for which “the latter are responsible.
(11482)

SecTioN §.—Divisible and Indivisible Obligations

ART. 1243. The divisibility or indivisibility of
the things that are the object of obligations in
which there is only one debtor and only one creditor
does not alter or modify the provisions of Chapter
2 of this Title. (1149)

ART. 1244. A joint indivisible obligation gives
rise to indemnity for damages from the time any-
one of the debtors does not comply with his under-
taking. The debtors who may have been ready to
fulfill their promises shall not contribute to the
indemnity beyond the corresponding portion of the
price of the thing or of the value of the service
in which the obligation consists. (1150)

ART. 1245. For the purposes of the preceding
articles, obligations to give definite things and those
which are not susceptible of partial performance
shall be deemed to be indivisible.

When the obligation has for its object the execu-
tion of a certain number of days of work, the
accomplishment of work by metrical units, or ana-
logous things which by their nature are susceptible
of partial performance, it shall be divisible.

However, even though the object or service may
be physically divisible, an obligation is indivisible
if so provided by law or intended by the parties.

In obligations not to do, divisibility or indivisibi-
lity shall be determined by the character of the
prestation in each particular case. (1151a)

Skcrion 6.—Obligations with a Penal Clause

ART. 1246, In obligations with a penal clause,
the penalty shall substitute the indemnity for da-
mages and the payment of interests in case of non-
compliance, if there is no stipulation to the con-
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trary.  Nevertheless, damages shall be paid if the
obligor refuses to pay the penalty or is guilty of
fraud in the fulfillment of the obligation.

The penalty may be enforced only when it is
demandable in accordance wld\ the provisions of
this Code. (1152a)

Awt. 1247. The debtor cannot exempe himself
from the performance of the obligation by paying
the penalty, save in the case where this right has
been expressly reserved for him. Neither can the
creditor demand the fulfillment of the obligation
and the satisfaction of the penalty at the same time,
unless this right has been clearly granted him.
Howcvcr, if after the creditor has decided to require

of the obligati the
\:hcrcof should become. impossible without his fault,
the penalty may be enforced. (1153a)

ART. 1248, Proof of actual damages suffered
by the creditor is not necessary in order that the
penalty may be demanded.

ArT. 1249. The judge shall equitably reduce
the penalty when the principal obligation has been
partly or irregularly complied with by the debtor.
Even if there has been no performance, the penalty
may also be reduced by zhc courts if it is iniquitous
or unconscionable.

Art. 1250. The n\llll(y of the penal clause
does not carry with it that of the principal obliga-
tion.

The nullicy of the principal obligation carries
with it that of the penal clause. (1155)

CHAPTER 4
EXTINGUISHMENT OF OBLIGATIONS
General Provisions

1281,
(1) By payment or performance;
(2) By the loss of the thing duc;
(3) By the condonation or remission of the debt;
4) By the confusion or merger of the rights
of creditor and debtos
(5) By compensation;
(6) By novation.

Obligations are extinguished:

Other causes of extinguishment of obligations,
such as annulment, rescission, fulfillment of a reso-
lutory condition, and prescription, are governed
clsewhere in this Code. (1156a)

SectioN L—Payment or Performance

AKRT. 1252, Payment means not only the deli-
very of money but also the performance, in any
other manner, of an obligation. (n)

ArT. 1253. A debt shall not be understood to
have been paid unless the thing or service in which

or rendered, as the case may be.

Art. 1254, If the obligation has been sub-
stantially performed in good faith, the obligor may
recover as though there had been a strict and
complete fulfillment, less damages suffered by the
obligor. (n)

ART. 1255. When the obligee accepts the per-
formance, knowing its incompleteness or irregularicy,
and without expressing any protest or objection,
the obligation is deemed fully complied with. (n)

ArT. 1256, The creditor is not bound to accept
payment or performance by a third person who has
no interest in the fulfillment of the obligation,
unless there is a stipulation to the contrary.

Whoever pays for another may demand from
the debtor what he has paid, except that if he
paid without the knowledge or against the will
of the debtor, he can recover only insofar as the
payment has been beneficial to the debtor. (1158a)

ART. 1257. Whoever pays on behalf of the
debtor without the knowledge or against the will
of the latter, cannot compel the creditor to sub-
rogate him in his rights, such as those arising
from a mortgage, guaranty, or penalty. (1159a)

Art. 1258. Payment made by a third person
who does not intend to be reimbursed by the

THE LAWYERS JOURNAL

debtor is deemed to be a donation, which requires
the debtor’s consent. But the payment is in any
case valid as to the creditor who has accepted it.
(n)

Art. 1259, In obligations to give, payment
made by one who does not have the free disposal
of the thing due and capacity to alienate it shall
not be valid, without prejudice to the provisions
of article 1447 under the Title on “Natural Ob-
ligations.”  (1160a)

ART. 1260. Payment shall be made to the person
in whose favor the obligation has been constituted,
or his successor in interest, or any person authorized
to receive it. (1162

AxT. 1261, Payment to a person who is inca-
pacitated to administer his property shall be valid
if he has kept the thing delivered, or insofar as
the payment has been beneficial to him.

Payment made to a third person shall also be
valid insofar as it has redounded to the benefit of
the creditor.  Such benefit to the creditor need
not be proved in the following cases:

(1) If after the payment, the third person ac-
quires the creditor’s rights;

(2) If the creditor ratifies the payment to the
third person;

(3) If by the creditor’s conduct, the debtor
has been led to believe thac the third person had
authority to receive the payment. (1163a)

ART. 1262. Payment made in good faith to any
person in possession of the credit shall release the
debtor.  (1164)

ART. 1263. Payment made to the creditor by
the debtor after the latter has been judicially
ordered to retain the debt shall not be valid.
(1165)

Ant. 1264, The debtor of a thing cannot
compel the creditor to receive a different one, al-
though the latter may be of the same value as,
or more valuable than that which is due.

In obligations to do or not to do, an act or
forbearance cannot be substituted by another act
or forbearance against the obligee’s will. (1166a)

Art. 1265. Dation in payment, whereby pro-
perty is alienated to the creditor in satisfaction of
a debt in money, shall be governed by the law of
sales.  (n)

ARrT. 1266. When the obligation consists in the
delivery of an indeterminate or generic thing, whose
quality and circumstances have not been stated, the
creditor cannot demand a thing of superior quality.
Neither can the debtor deliver a thing of inferior

quality. The purpose of the obligation and other
circumstances shall be taken . into consideration.
(1167a)

ArT. 1267. Unless it is “otherwise stipulated,

the extra-judicial expenses required by the payment
shall be for the account of the debtor. With re-
gard to judicial costs, the Rules of Court shall
govern. - (1168a)

ART. 1268. Unless there is an express stipula-
tion to that effect, the creditor cannot be com-
pelled partially to receive the prestations in which
the obligation consists.  Neither may the debtor
be required to make partial payments.

However, when the debe is in parc liquidated
and in part unliquidated, the creditor may demand
and the debtor may effect the payment of the
former without waiting for the liquidation of the
latter.  (1169a)

Art. 1269, The payment of debts in money
shall be made in the currency stipulated, and if
it is not possible to deliver such currency, then
in the currency which is legal tender in the Philip-
pines.

The delivery of promissory notes payable to
order, or bills of exchange or other mercantile do-
cuments shall produce the cffect of payment only
when they have been cashed, or when through the
faule of the creditor they have been impaired.

In the meantime, the action derived from the

original obligation shall be held in abeyance.

(1170)
Avr. 1270, Tn case an extraordinary inflation
or deflation of the currency stipulated should su-
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pervene, the value of the currency at the time of
the establishment of the obligation shall be the
basis of payment, unless there is an agreement to
the contrary. (n)

Art. 1271, Payment shall be made in the
place designated in the obligation.

There being no express stipulation and if the

is to deliver a thing, the

payment shall be made wherever the thing might

at the moment the obligation was constituted.

In any other case the place of payment shall
be the domicile of the debtor.

1f the debtor changes his domicile in bad faith or
after he has incurred in delay, the additional ex-
penses shall be lwmc im.

These provisions are without prejudice to venue
under :hc Rules nf Oonn (1171a)

SussecTion 1.—Application of Payments

Art. 1272, He who has various debts of the
same kind in favor of one and the same creditor,
may declare at the time of making the payment,
to which of them the same must' be applied.
Unless the' parties so stipulate, or when the applica-
tion of payment is made by the party for whose
benefit the term has been constituted, application
shall not be made as to debts which are not yet

e.

If the debtor accepts from the creditor a re-
ceipt in which an application of the payment is
made, the former cannot complain of the same,
unless there s a cause for invalidating the contract.
(1172a)

Axr. 1273, If the debe produces interest, pay-
ment of the principal shall not be deemed to have

been made until the interests have been covered.
(1173)
ART. 1274, When the payment cannot be ap

plied in accordance with the preceding rules, or i
application can not be inferred from other circum-
stances, the debt which is most onerous to the
debtor, among those due, shall be deemed to have
been satisfied.

If the debts due are of the same nature and
burden, the payment shall be applied to all of
them proportionately. ,(1174a)

Subsection 2.—Payment by Cession

ART. 1275, The debtor may cede or assign his
property to his creditors in payment of his debts.
This cession, unless there is stipulation to the con
trary, shall only release the debtor from respons
lity for the net proceeds of the thing assigned.
The agreements which, on the effect of the cession,
are made between the debtor and his creditors shall
be governed by special laws. (11752)

Sussection 3.—Tender of Payment and Consigna-
tion

Art. 1276. If the creditor to whom tender
of payment has been made refuses without just
cause to accept it, the debtor shall be released
from responsibility by the consignation of the
thing or sum due.

Consignation alone shall produce the same effect
in the following cases:

(1) When the creditor is absent or unknown, or
does not appear at the place of payment;

(2) When he is incapa
payment at the time it is due;

(3) When, without
give a receipt;

(4) When two or more persons claim the same
right to collect;

(5) When the ticle of the obligation has been
lost.  (1176a)

ArT. 1277. In order that the consignation of
the thing due may release the obligor, it must
first be announced to the persons interested in
the fulfillment of the obligation.

The consignation shall be ineffectual if it is not
made strictly in consonance with the provisions
which regulate payment. (1177)
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ted to receive the

just cause, he refuses to

Art. 1278, Consignation shall be made by de-
positing the things due at the disposal of judicial
authority, before whom the tender of payment shall
be proved, in a proper case, and the announcement
of the consignation in other cases.

The consignation having been made, the interest-
ed parties shall also be notified thercof. (1178)

ArT. 1279, The expenses of consignation, when
properly made, shall be charged against the creditor.
(1179)

ART. 1280. Once the consignation has been
duly made, the debtor may ask the judge to order
the cancellation of the obligation.

Before the creditor has accepted the consignation,
or before a judicial declaration that the consigna-
tion has been properly made, the debtor may with-
draw the thing or the sum deposited, allowing the
obligation to remain in force. (1180)

Art. 1281, If, the consignation having been
made, the creditor should authorize the debtor to
withdraw the same, he shall lose every preference
which he may have over the thing. The codebtors,
guarantors and sureties shall be released. (1181a)

Section 2.—Loss of the Thing Due

ART. 1282. An obligation which consists in the
delivery of a determinate thing shall be extinguished
if it should be lost or destroyed without the fault
of the debtor, and before he has incurred in delay.

When by law or stipulation, the obligor is liable
even for fortuitous events, the loss of the thing
does not extinguish the obligation, and he shall be
responsible for damages. The same rule applies
when the nature of the obligation requires the
assumption of risk. (1182a)

ART. 1283, In an obligation to deliver a gen-
eric thing, the loss or destruction of anything of
the same kind does not extinguish the obligation.

ART. 1284, The courts shall determine whether,
under the circumstances, the partial loss of the ob-
ject of the obligation is so important as to ex-
tinguish the obligation, (n)

ArT. 1285, Whenever the thing is lost in the
possession of the debtor, it shall be presumed that
the loss was due to his fault, unless there is proof
to the contrary, and without prejudice to the
provisions of article 1185. This presumption does
not apply in case of earthquake, flood, storm or
other natural calamity. (1183a)

ArT. 1286, The debtor in obligations to do
shall also be released when the prestation becomes
legally or physically impossible, without the fault
of the obligor. (1184a)

ARrT. 1287. When the service has become so
difficult as to be manifestly beyond the contempla-
tion of the parties, the obligor may also be re-
leased therefrom, in whole or in part. (n)

ART. 1288. When the debt of a thing certain
and determinate proceeds from a criminal offense,
the debtor shall not be exempted from the pay-
ment of its price, whatever may be the cause
for the loss, unless the thing having been offered
by him to the person who should receive it, the
latter refused without justification to accept it.
(1185)

Art. 1289. The obligation having been extin-
guished by the loss of the thing, the creditor shall
have all the rights of action which the debtor
may have against third persons by reason of the
loss. (1186)

Secrion 3.—Condonation or Remission of the Debt

ArT. 1290. Condonation or _remission is essen-
tially gratuitous, and requires the acceptance by
the obligor. It may be made expressly or im-
plicdly.

One and the other kind shall be subject to the
rules which govern inofficious donations.  Ex-
press condonation shall, furthermore, comply with
the forms of donation. (1187)

ArT. 1291. The delivery of a private docu-
ment evidencing a credit, made voluntarily by the
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creditor to the debtor, implies the renunciation of
the action which the former had against the lat-
er.

I in order to nullify this waiver it should be
claimed officious, the debtor and his heirs
may uphold it by proving that the delivery of
the document was made in virtue of payment
of the debr. (1188)

ART. 1292, Whenever the private document in
which the debt appears is found in the possession
of the debtor, it shall be presumed that the cre-
ditor delivered it voluntarily, unless the contrary
is proved. (1189)

ArT. 1293, The renunciation of the principal
debt shall extinguish the accessory obligations; but
the waiver of the latter shall leave the former
in force. (1190)

ArT. 1294, It is presumed that the accessory
obligation of pledge has been remitted when the
thing pledged, after its delivery to the creditor,
is found in the possession of the debtor, or of
third person who owns the thing. (1191a)

Secrion 4.—Confusion or Merger of Rights

ArT. 1295. The obligation is extinguished from
the time the characters of creditor and debtor
are merged in the same person. (1192a)

ART, 1296. Merger which takes place in the
person of the principal debtor or creditor bene-
fits the guarantors. Confusion which takes place
in the person of any of the latter does not ex-
tinguish the obligation. (1195)

ART. 1297. Confusion does not extinguish a
joint obligation except as regards the share corres-
ponding to the creditor or debtor in whom the
two characters concur. (1194)

SecTioN 5.—Compensation

Art. 1298. Compensation shall take place when
two persons, in their own right, are creditors and
debtors of each other. (1195)

ArT. 1299, In order that compensation may be
proper, it is necessary:

(1) That cach one of the obligors be bound
principally, and that he be at the same time a
principal creditor of the other;

(2) That both debts consist a sum of
money, or if the things due are consumable, they
be of the same kind, and also of the same quality
if the latter has been stated;

(3) That the two debts be due;

(4) That they be liquidated and demand-
able;

(5) That over neither of them there be any

retention or controversy, commenced by third pef-
sons and communicated in due time to the debtor.
(1196)

ART. 1300. Notwithstanding the provisions of
the preceding article, the guarantor may set up
compensation as regards what the creditor may owe
the principal debtor. (1197)

ART. 1301. Compensation may be total or par-
tial. When the two debts are of the same amount,
there is a total compensation. (n)

ART. 1302, The parties may agree upon the
compensation of debts which are not yet due. (n)

ART. 1303. If one of the parties to a suit over
an obligation has a claim for damages against the
other, the former may set it off by proving his
right to said damages and the amount thereof.
(n)

ART. 1304. When one or both debts are rescis-
sible or voidable, they may be compensated against
cach other before they are judicially rescinded or
-avoided.  (n)

ART. 1305. The debtor who has consented to
the assignment of rights made by a creditor in
favor of a third person, cannot set up against
the assignee the compensation which would _per-
im against the assignor, unless the assignor
was notified by the debtor at the time he gave
his consent, that he reserved Ius right to the com-
pensation.
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1f the creditor communicated the cession to him
but the debtor did not consent thereto, the lat-
ter may set up the compensation of debts pre-
vious to the cession, but mot of subsequent ones.

If the assignment is made without the know-
ledge of the debtor, he may set up the compensa-
tion of all credits prior to the same and also later
ones until he had knowledge of the assignment.
(1198a)

AwT. 1306. Compensation takes place by ope-
ration of law, even though the debts may be pay-
able at different places, but there shall be an in-
demnity for expenses of exchange or transporta-
tion to the place of payment. (1199a)

ART. 1307. Compensation shall not be proper
when one of the debts arises from a depositum
or from the obligations of a depositary or of a
bailee in commodatum.

Neither can compensation be set up against a
creditor who has a claim for support due by gra-
tuitous title, without prejudice to the provisions
of paragraph 2 of article 321. (1200a)

ART. 1308. Neither shall there be compensa-
tion if one of the debts consists in "civil liability
arising from a penal offense. (n)

ART. 1309. If a person should have against
him several debts which are susceptible of com-
pensation, the rules on the application of payments

shall apply to the order of the compensation.
(1201)
ART. 1310. When all the requisites mentioned

in article 1299 are present, compensation takes ef-
fect by operation of law, and extinguishes both
debts to the concurrent amount, cven though the

creditors and debtors are not aware of the com-
pensation.  (1202a)
SectioN 6.—Novalion

ART. 1311. Obligations may be modified by:

(1) Changing their object or principal condi-
tions;

(2) Substituting the person of the debtor;

(3) Subrogating a third person in the rights
of the creditor. (1203)

ART. 1312. In order that an obligation may

be extinguished by another which substitutes the
same, it is imperativé that it be so declared in
unequivocal terms, or that the old and new obli-
ations be on every point incompatible with each
other.  (1204)

Art. 1313. Novation which consists in substi-
tuting a new debtor in the place of the original
one, may be made even without the knowledge
or against the will of the latter, but not without
the consent of the creditor. Payment by the new
debtor gives him the rights mentioned in articles
1256 and 1257. (1205a)

ART. 1314, If the substitution is without the
knowledge or against the will of the debtor, the
new debtor’s insolvency or non-fulfillment of the
obligation shall not give rise to any liabilicy on
the part of the original debtor. (n

ART. 1315. The insolvency of the new debtor,
who has been proposed by the original debtor and
accepted by the creditor, shall not revive the ac-
tion of the latter against the original obligor, ex-
cept when said insolvency was already existing and
of public knowledge, or known to the debtor,
when he delegated his debr. (1206a)

ART. 1316. When the principal obligation is ex-
tinguished in consequence of a novation, accessory
obligations may subsist only insofar as they may
benefic third persons who did not give their con-
sent.  (1207)

ART. 1317. If the new obligation is void, the
original one shall subsist, unless the parties intend-
ed that the former relation should be extinguished
in any event. (n)

ART. 1318. The novation is void if the origi-
nal obligation was void, except when annulment
may be claimed only by the debtor, or when ra-

tification  validates acts  which are voidable.
(1208a)
ART. 1319, If the original obligation was sub-

ject to a suspensive or resolutory condition, the
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new obligation shall be under the same condition,
unless it is otherwise stipulated. (n)

ART. 1320. Subrogation of a third person in
the rights of the creditor is cither legal or con-
ventional. ‘The former is not presumed, except in
cases expressly mentioned in this Code; the latter
must be clearly established in order that it may
take effect. (1209a)

ArT. 1321. Conventional subrogation of a third
person_requires the consent of the original parties
and of the third person. (n)

AwT. 1322, It is presumed that there is legal
subrogation:
(1) When a creditor pays another creditor

who is preferred, even without the debtor’s know-
ledsg

(2) When a third person, not interested in the
obligation, pays with the express or tacit approval
of the debror;

(3) When, even without the knowledge of the
debror, person interested in the fulfillment of
the obligation pays, without prejudice to the ef-
fects of confusion as to the latter’s share. (1210a)

ART. 1323, Subrogation transfers to the person
subrogated the credit with all the rights thereto
appertaining, cither against the debtor or against
chird persons, be they guarantors or possessors of

¢ subject to in a
subrogation.  (1212a)

ArT. 1324, A creditor, to whom partial pay-
ment has been made, may exercise his right for the
remainder, and he shall be preferred to the person
who has been subrogated in his place in virtue
of the partial payment of the same credit. (1213)

1.—CONTRACTS

Title
Craprer 1
GENERAL PROVISIONS

ART. 1325. A contract is a mecting of minds
between two persons whereby one binds himself,
with respect to the other, to give something or to
render some service. «(1254a)

Art. 1326, The contracting parties may esta-
blish such stipulations, clauses, terms and condi-
tions as they may deem convenient, provided they
are not contrary to law, morals, good customs,
public order, or public policy. (1255a)

ArT. 1327. Innominate contracts shall be re-
gulated by the stipulations of the parties, by the
provisions of Titles I and II of this Book, by the
rules governing the most analogous nominate con-
tracts, and by the customs of the place. (n

ArT. 1328. The contract must bind both con-
tracting parties; its validity or compliance cannot
be lefe to the will of one of them. (1256a)

ART. 1329, The determination of the perform-
ance may be left to a third person, whose decision
shall not be binding until it has been made known
to both contracting parties. (n)

ART. 1330. The determination shall not be ob-
ligatory if it is evidencly inequitable. In such case,
the courts shall decide what is equitable under
the circumstances.  (n)

ARrT. 1331. Contracts take effect only between
the parties, their assigns and heirs, except in case
where the rights and obligations arising from the
contract are not transmissible by their nature, or
by stipulation or by provision of law. The heir
is not liable beyond the value of the property he
received from the decedent.

If a contract should contain some stipulation
in favor of a third person, he may demand its
fulfillment provided he communicated his accep-
tance to the obligor before its revocation. A mere
incidental benefit or interest of a person is not
sufficient. The contracting parties must have
clearly and deliberately conferred a favor upon a
third person.  (1257a)

ART. 1332, In contracts creating real rights,
third persons who come into possession of the ob-
ject of the contract are bound thereby, subject to
the provisions of the Mortgage Law and the Land
Registration laws. (n)
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ART. 1333, Creditors are protected in cases of
contracts intended to defraud chem.

ART. 1334, Any third person who induces an-
other to violate his contract shall be liable for
damages to the other contracting party. (n)

ARt 1335. Contracts are perfected by mere
consent, and from that moment the parties are
bound not only to the fulfillment of what has
been ®expressly stipulated but also to all the con-
sequences which, according to their nature, may
be in keeping with good faith, usage and law.
(1258)

ART. 1336, Real contracts, such as depost,
pledge and commodatum, are not perfected until
the delivery of the object of the obligation. (n)

ArT. 1337. No one may contract in the name
of another without being authorized by the latter,
or unless he has by law a right to represent him.

A contract entered into in the name of an-
other by one who has no authority or legal re-
presentation, or who has acted beyond his powers,
shall be unenforceable, unless it is ratified, ex-
pressly or impliedly, by the person on whose be-
half ic has been executed, before it is revoked by
the other contracting party. (1259a)

CHAPTER 2
ESSENTIAL REQUISITES OF CONTRACTS
General Provision

ART. 1338, There is no contract unless the fol-
lowing requisites concur:
(1) Consent of the contracting parties;

(2) Object certain which is the subject mat-
ter of the contract;
(3) Cause of the obligation which is estab-
lished. (1261)
SectioN 1.—Consent
ART. 1339. Consent is manifested by the meet-

ing of the offer and the acceptance upon the thing
and the cause which are to constitute the contract.
The offer must be certain and the acceptance ab-
solute. A qualified acceptance consitutes a coun-
ter-offer.

Acceptance made by letter or telegram does not
bind the offerer except from the time it came to
his knowledge. The contract, in such a case, is
presumed to have been entered into in the place
where the offer was made. (1262a)

ART. 1340. An acceptance may be express or
implied.  (n)
Awr. 1341, The person making the offer may

fix the time, place, and manner of acceptance,
all of which must be complied with. (n)

ART. 1342, An offer made through an agent
is accepted from the time acceptance is communi-
cated to him. (n)

ArT. 1334, An offer becomes ineffective upon
the death, civil interdiction, insanity, or insolvency
of cicher party before acceptance is conveyed. (n)

ART. 1344, When the offerer has allowed the
offerec a certain period to accept, the offer may
be withdrawn at any time before acceptance by
communicating such withdrawal, except when the
option is founded upon a consideration, as some-
thing paid or promised. (n)

Art. 1345, Unless it appears otherwise, busi-
ness advertisements of things for sale are not de-
finite offers, but mere invitations to make an of-
fer. (n)

ART. 1346, Advertisements for bidders are sim-
ply invitations to make proposals, and the adver-
tiser is not bound to accept the highest or lowest
bidder, unless the contrary appears. (n)

ART. 1347. The following cannot give consent
to a contract:

(1) Unemancipated minors;
(2) Insane or demented persons, and deaf-
mutes who do not know how to write. (1263a)

ARrT. 1348. Contracts entered into during a lu-
cid interval are valid. - Contracts- agreed to in a
state of drunkenness or during a hypnotic spell
are voidable. (n) d
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ART. 1349. The incapacity declared in article
1347 is subject to the modifications determined by
law, and is understood to be without prejudice to

he

special  disqualifications established in laws.
(1264)
ART. 1350. A contract where consent is given

through mistake, violence, intimidation, undue in-
fluence, or fraud is voidable. (1265a)

ArT. 1351. In order that mistake may invali-
date consent, it should refer to the substance of
the thing which is the object of the contract, or
to those conditions which have principally moved
one or both parties to enter into the contract.

Mistake as to the identity or qualifications of
one of the parties will vitiate consent.

A simple mistake of account shall give rise to
its correction.  (1266a)

ART. 1352, When one of the parties is unable
to fead, or if the contract is in a language not
understood by him, and mistake or fraud is alleged,
the person enforcing the contract must show that

the terms thereof have been fully expliined to
the former.  (n)
AxT. 1353, There is no mistake if the party al-

leging it knew the doube, contingency or risk af-
fecting the object of the contract. (n)

ART. 1354. Mistake on a doubtful question of
law, or on the construction or application there-

of, may vitiate consent. (n)

ART. 1355. There is violence when in order to
wrest consent, serious or irresistible force is em-
ployed.

There is intimidation when one of the contract-
ing parties is compelled by a reasonable and well-
grounded fear of an imminent and grave evil upon
his person or property, or upon the person or
property of his spouse, descendants or ascendants,
to give his consent.

To determine the degree of the intimidation,
the age, sex and condition of the person shall be
borne in mind.

A threat to enforce one’s claim through compe-
tent authority, if the claim is just or legal, does
not vitiate consent. (1267a)

Art. 1356, Violence or intimidation shall an-
nul the obligation, although it may have been
employed by a third person who did not take part
in the contract. (126

ART. 1357. There is undue influence when a
person takes improper advantage of his power over
the will of another, depriving the latter of a
reasonable freedom of chmcm Thc follnwmg c:

shall  be t
family, spiricual and other rnlauons between (he
parties, or the fact that the person alleged to
have been unduly influenced was suffering from
mental weakness, or was ignorant or in financial
distress.  (n)

ART. 1358. There is fraud when, through in-
sidious words or machinations of one of the con-
tracting parties, the ocher is induced to enter into
a contract which, without them, he would not
have agreed to. (1269)

ART. 1359. Failure to disclose facts, when there
is a duty to reveal them, as when the parties
are i relations, ~constitutes
fraud.

Axt. 1360. The wsual exaggeration in trade,
when the other party had an opportunity to know
the facts, are not in themselves fraudulenc. (n)

ART. 1361. A mere expression of an opinion

unless made by an_expert
relied on the former’s

does not signify fraud,
and the other party has
special knowledge. (n)

ART. 1362. Misrepresentation by a third per-
son does not viiate consent, unless such misre-
presentation has created substantial mistake. (n)

ART. 1363, Misrepresentation made in  good
faith is not fraudulent but may consticute error.
(n)

ART. 1364, In order that fraud may make a
contrace voidable, it should be scrious and should
not have been employed by both contracting par-
ties.
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Incidental fraud only obliges the person employ-
ing it to pay damages. (1270)

AwrT. 1365. Simulation of a contract may be
absolute or relative. The former takes place when
the parties do not intend to be bound at all; the
latter, when' the parties conceal their true agree-
ment.  (n)

ART. 1366. An absolutely
tious contract is void. A
when it does not prejudice a third person and i
not intended for any purpose contrary to e
morals, good customs, public order or public po-
licy binds the parties to their real agreement. (n)

simulated or ficti-
relative s:mul:;mm

Stcrion 2.—Object of Contracts

Art. 1367. All things which are not outside
the commerce of men, including future things,
may be the object of a contract. All rights which
are not intransmissible may also be the object of
contracts.

No contract may be entered into upon future
inheritance except ‘in cases expressly authorized by
aw.

All services which are not contrary to law, mo-
rals, good customs, public order or public policy
may likewise be the object of a contract. (1271a)

ArT. 1368. Impossible things or services can-
not be the object of contracts. (1272

ART. 1369. The object of every contract must
be determinate as to its kind. The fact that the
quantity is not determinate shall noc be an ob-
stacle to the existece of the contract, provided
it is possible to determine the same, without the

need of a new contract between the parties.
(1273)
Section 3.—Cause of Contracts
ART. 1370. In onerous contracts the cause is

be, for each contracting party, the
prestation or promise of a thing or service by
the other; in remuncratory ones, the service or
benefic which is remunerated; and in contracts of
pure beneficence, the mere liberality of the bene-
factor.  (1274)

ART 1371, The particular motives of the par-
ties in entering into a contract are different from
the cause thereof. (n)

ART. 1372. Contracts without cause, or with
unlawful cause, produce no effect whatever. The
cause is unlawful if it is contrary to law, morals,

understood to

good customs, public order or public policy.
(1275a)
Art. 1373, The statement of a false cause in

contracts shall render them void, if it should not
be proved that they were founded upon another
cause which is true and lawful. (1276)

ART. 1374. Although the cause is not stated
in the contract, it is presumed that it exists and

is lawful, unless the debtor proves the contrary.
(1277)
ART. 1375. Except in cases specified by law,

lesion or inadequacy of cause shall not invalidate
a contract, unless there has been fraud, mistake
or undue influence. (n)

CHAPTER 3
FORMS OF CONTRACTS

Art. 1376. Contracts shall be obligatory, in
whatever form they may have been entered into,
provided all the essential requisites for their vali-
dity are present. However, when the law re-
quites that a contract be in some form in order
that it may be valid or enforceable, or that a
contract be proved in a certain way, that require-
ment 1s absolute and indispensable. In such cases,
the right of the parties stated in the following
article cannot be exercised.  (1278a)

ART. 1377. If the law requires a document
or other special form, as in the acts and contracts
enumerated in the following article, the contract-
ing parties may compel each other to observe that
form, once the contract has been perfected, This
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ght may be exercised simultaneously with the ac-
tion upon the contract. (12792)

ART. 1378. The following must appear in 2
public document:

(1) Acts and contracts which have for their
object the creation, transmission, modification or
extinguishment of real rights over immovable prop-
erty; sales of real property or of an interest there-
in are governed by articles 1423, No. 2, and 1425;

(2) The cession, repudiation or renunciation
of hereditary nghrs or of those of the conjugal
partnership of gains;

(3) The power to administer property, or any
other power which has for its object an act ap-
pearing or which should appear in a public docu-
ment, or should prejudice a third person;

(4) The cession of actions or rights proceed-
ing from an act appearing in a public document.

All other contracts where the amount involved
exceeds five hundred pesos must appear in writ-
ing, even a private one. But sales of goods, chat-
tels or things in action are governed by articles
1423, No. 2 and 1425. (1280a)

CHAPTER 4
REFORMATION OF INSTRUMENTS (n)

ART. 1379. When, there having been a meet-
ing of the minds of the parties to a contract,
their true intention is not expressed in the instru-
ment purporting to embody the agreement, by rea-
son of miscake, fraud, inequitable conduct or ac-
cident, one of the parties may ask for the re-
formation of the instrument to the end that such
true intention may be expressed.

If mistake, fraud, inequitable conduct, or acci-
dent has prevented a mecting of the minds of the
parties, the proper remedy is not reformation of
the instrument but annulment of the contract.

ART. 1380. The principles of the general law
on the reformation of instruments are hereby
adopted insofar as they are not in conflict with
the provisions of this Code.

ArT. 1381, When a mutual mistake of the
parties causes the failure of the instrument to dis-
close their real agreement, said instrument may be
reformed.

ART. 1382, If one party was mistaken and the
other acted fraudulently or inequitably in such a
way that the instrument does not show their true
intention, the former may ask for the reforma-
tion of the instrument.

Axr. 1383, When one party was mistaken and
the other knew or believed that the instrument
did not state their real agreement, but concealed
that facc from the former, the instrument may
be reformed.

ART. 1384. When through the ignorance, lack
of skill, negligence or bad faith on the part of
the person drafting the instrument or of the clerk
or typist, the instrument does not express the true
intention of the pmm. the courts may order that
the instrument be reformed.

ARrT. 1385, If two parties agree upon the
mortgage or pledge of real or personal property,
but the instrument states that the property is
sold absolutely or with a right of repurchase, re-
formation of the instrument is proper.

ArT. 1386, There shall be no
the following cases:

(1) Simple donations inter
condition is imposed;

(2)  Wills;

(3) When the real agreement is void.

ART. 1387. When one of the parties has
brought an action to enforce the instrument, he
cannot subscquently ask for its reformation.

Art. 1388, Reformation may be ordered at the
instance of either party or his successors in interest,
if the mistake was mutual; otherwise, upon peti-
tion of the injured party, or his heirs and assigns.

ArT. 1389, The procedure for the reformation
of instruments shall be governed by rules of court
to be promulgated by the Supreme Court.

reformation in

vivos wherein no
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CHAPTER §
INTERPRETATION OF CONTRACTS

ART. 1390. If the terms of a concract are
clear and leave no doubt upon the intention of
the contracting parties, the literal meaning of its
stipulations shall control.

If the words appear to be contrary to the evi-
dent intention of the partics, the latter shall pre-

vail over the former. (1281)

ARrT. 1391. In order to judge the intention of
the contracting parties, their contemporancous an
subsequent acts shall be principally considered.
(1282)

ART. 1392. However general the terms of a

contract may be, they shall not be understood to
comprehend things that are distinct and cases that
are different from those upon which the parties
intended to agree. (1283)

ART. 1393, If some stipulation of any contract
should admic of several meanings, it shall be un-
derstood as bearing that import which is most
adequate to render it effectual. (1284)

ART. 1394 The various stipulations of a con-
tract shall be interpreted together, attributing to
the doubtful ones that sense which may resule
from all of them taken jointly. (1285)

ART. 1395. Words which may have different
ngmﬁcanons shall be understood in that which is

in keeping with the nature and object of
the contract. (1286)

ART. 1396. The usage or custom of the place
shall be borne in mind in the interpretation of
the ambiguities of a contract, and shall fill the
omission of stipulations which are ordinarily es-
tablished.  (2157)

ART. 1397. The interpretation of obscure words
or stipulations in a contract shall not favor the
party who caused the obscurity. (1288)

ART. 1398, When it is absolutely impossible to
setele doubts by the rules established in the pre-
ceding articles, and the doubts refer to incidental
circumstances of a gratuitous contract, the least
cransmission of rights and interests shall prevail.
If the contract is oncrous, the doubt shall be set-
tled in favor of the greatest reciprocity of in-
ceress.

If the doubts are cast upon the principal object
of the contract in such a way that it cannot be
known what may have been the intention or will
of the partics, the contract shall be null and void.
(1289)

ARt 1399, The principles of interpretation
stated in Rule 123 of the Rules of Court shall
likewise be observed in the construction of con-
tracts.  (n)

CHAPTER 6
RESCISSIBLE CONTRACTS

ART. 1400. Contracts validly agreed upon may
be rescinded in the cases established by law. (1290)

ArT. 1401,
sible:

(1) Those which are entered into by guardians
whenever the wards whom they represent suffer
lesion by more than one-fourth of the value of
the things which are the object thereof;

(2) Those agreed upon in representation of
absentees, if the latter suffer the lesion stated in
the preceding number;

(3) Those undertaken in fraud of creditors
when the latter cannot in any other manner col-
lect the claims due them;

The following contracts are  rescis-

(4) Those which refer to things under litiga-
tion, if they have been entered into by the de-
fendant without the knowledge and approval of
the litigants or of competent judicial authoricy;

(5) All other contracts specially declared by
Liw to be subject to rescission. (1291a)
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ART. 1402. Payments made in a state of insol-
vency for obligations to whose fulfillment the
debtor could not be compelled at the time they
were cffected, are also rescissible.  (1292)

ArT. 1403. The action for rescission is subsi-
diary; it cannot be instituted except when the
party suffering damage has no other legal means
to obtain reparation for the same. (1294)

ART. 1404, Rescission shall be only to the ex-
tent necessary to cover the damages caused. (n)

ART. 1405. Rescission creates the obligation to
return the things which were the object of the
contract, together with their fruits, and the price
with its interest; consequently, it can be carried
out only when he who demands rescission can re-
turn whatever he may be obliged to restore.
shall rescission take place when the
are the object of the contract are
legally in the possession of third persons who did
not act in bad faith.

In this case, indemnity for damages may be de-
manded from the person causing the loss. (1295)

ART. 1406, Rescission referred to in Nos. 1 and
2 of article 1401 shall not take place with res-
pect to contracts approved by the courts. (1296a)

AxT. 1407. All contracts by virtue of which
the debtor alicnates property by gratuitous title
are presumed to have been entered into in fraud
of creditors, when the donor did not reserve suf-
ficient property to pay all debts contracted before
the donation.

Alienations by onerous title are also presumed
fraudulenc when made by persons against whom
some judgment has been rendered in any instance
or some writ of attachment has been issued. The
decision or attachment need not refer to the pro-
perty alienated, and need not have been obtained
by the parcy secking the rescission.

In addition to these presumptions, the design to
defraud creditors may be proved in any other
manner recognized by the law of evidence. (1297a)

ART. 1408. Whoever acquires in bad faith the
things alienated in fraud of creditors, shall in-
demnify the latter for damages suffered by them
on account of the alienation, whenever, due to any
cause, it should be impossible for him to return
them.

If there are two or more alienations, the first
acquirer shall be liable to fine, and so on successive-
ly. (1298a)

ART. 1409. The action to claim rescission must
be commenced within four years.

For persons under guardianship and for absen-
tees, the period of four years shall not begin un-
til the the former’s ity, or
until the domicile of the latter is known. (1299)

CHAPTER 7
VOIDABLE CONTRACTS

ART. 1410. The following contracts are void-
able or annullable, even though there may have
been no damage to the contracting parties:

(1) Those where one of the parties is incap-
able of giving consent to a contract;

(2) Those where the consent is vitiated by
mistake, violence, intimidation, undue influence or
frau

These contracts are binding, unless they are an-
nulled by a proper action in court. They are sus-
ceptible of ratification. (n)

ART. 1411, The action for annulment shall be
brought within four years.

This period shall begin:

In cases of intimidation, violence or undue in-
fluence, from the time the defect of the consent
ceases.

In case of mistake or fraud, from the time of
the discovery of the same.

And when the action refers to contracts enter-
ed into by minors or other incapacitated persons,
from the time the guardianship ceases. (1301a)
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ART. 1412. Ratification extinguishes the ac-
tion to annul a voidable contract. (1309a)

ART. 1413, Ratification may be effected ex-
pressly or tacicly. It is understood that there is
a tacit ratification if, with knowledge of the rea-
son which renders the contract voidable and such
reason having ceased, the person who has a right
to invoke it should execute an act which necessarily
implies an intention to waive his right. (1311a)

ArT. 1414, Ratification may be effected by
the guardiin of the incapacitated person. (n)

ART. 1415. Ratification does not require the
conformity of the contracting party who has no
right to bring the action for annulment. (1312)

ART. 1416.  Ratification cleanses the contract
from all its defects from the moment it was con-
stituted.  (1313)

ART. 1417. The action for the annulment of
contracts may be instituted by all who are thereby
obliged principally .or subsidiarily. However, per-
sons who are capable cannot allege the incapacity
of those with whom they contracted; nor can those
who exerted intimidation, violence, or undue in-
fluence, or employed fraud, or caused mistake base

their action upon these flaws of the contract.
(1302a)
ART.. 1418. An obligation having been annull-

ed, the contracting parties shall restore to each
other the things which have been the subject mat-
ter of the contract, with their fruits, and the
price with its interest, except in cases provided by
.

In obligations to render service, the value there-
of shall be the basis for damages. (1303a)

ART. 1419. When the defect of the contract
consists in the incapacity of onme of the parties,
the incapacitated person is not obliged to make
any restitution except insofar as he has been bene-

ficed by the thing or price received by him.
(1304)
ART. 1420. Whenever the person obliged by

the decree of annulment to rerurn the thing can-
not do so because it has been lost through his
fault, he shall return the fruits received and the
value of the thing at the time of the loss, with
interest from the same date. (1307a)

ArT. 1421. The action for annulment of con-
tracts shall be extinguished when the thing which
is the object thercof is lost through the fraud or
fault of the person who has a right to insticute
the proceedings.

If the right of action is based upon the inca-
pacity of any one of the contracting parties, the
loss of the thing shall not be an obstacle to the
success of the action, unless said loss took place

through the fraud or fault of the plainciff.
(1314a)
ART. 1422. As long as one of the contracting

parties does not restore what in vireue of the de-
cree of annulment he is bound to return, the other
cannot be compelled to comply with what is in-
cumbent upon him. (1308)

CHAPTER 8
UNENFORCEABLE CONTRACTS (n)

ART. 1423, The following contracts are un-
enforceable, unless they are ratified:

(1) Those entered into in the name of another
person by one who has been given no authority
or legal representation, or who has acted beyond
his powers;

(2) Those that do not comply with the Statute
of Frauds as set-forth in this number. In the fol-
lowing cases an agreement hereafter made shall be
unenforceable by action, unless the same, or some
ote or memorandum thereof, be in writing, and
subscribed by the party charged, or by his agent;
evidence, therefore, of the agreement cannot be
received without the writing, or a secondary evi-
dence of its contents:
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An agreement that by its terms is not
to be performed within a year from the making
thereof;

(b) A special promise to answer for the
debt, default, or miscarriage of another;

(¢) An agreement made in consideration of
marriage, other than a mutual promise to marry;

(d) An agreemenc for the sale of goods,
chattels or things in action, at a price not less
than five hundred pesos, unless the buyer ac-
cept and receive part of such goods and chat-
tels, or the evidences, or some of them, of such
_things in action, or pay at the time some part
of the purchase money; but when a sale is made
by auction and entry is made by the auctioneer
in his sales book, at the time of the sale, of
the amount and kind of property sold, terms
of Sale, price, names of the purchasers and per-
son on whose account the sale is made, it is a
sufficient memorandum;

(¢) An agreement for the leasing for a
longer perriod than one year, or for the sale
of real property or of an interest therein;

(f) A representation as to
third " person.

(3) Those where both parties are incapable of
giving consent to a contract.

ART. 1424. Unauthorized contracts are govern-
ed by article 1357 and the principles of agency
in Title X of this Book.

ArT. 1425, Contracts infringing the Statute
of Frauds, referred to in No. 2 of article 1423,
are ratified by the failure to object to the pre-
sentation of oral evidence to prove the same, or
by the acceptance of benefits under them.

ART. 1426, When a contract is enforceable
under the Statute of Frauds, and a public docu-
ment is necessary for its registration in the Re-
gistry of Deeds, the parties may avail themselves
of the right under article 1377.

the credit of a

ArT. 1427. In a contract where both parties
are incapable of giving consent, express or implied
ratification by the parent, or guardian, as the case
may be, of one of the contracting parties shall
give the contract the same effect as if only one
of them were incapacitated.

If ratification is made by the parents or
guardians, as the case may be, of both contracting
parties, the contract shall be validated from the
inception.

ART. 1428, Unenforceable
be assailed by third persons.

contracts  cannot

CHAPTER 9
VOID OR INEXISTENT CONTRACTS!

Axt. 1429. The following contracts are inexist-
enc and void from the beginning:

(1) Those whose cause, object or purpose is
contrary to law, morals, good customs, public order
or public policy;

(2) Those which are absolutely simulated or fic-
titious;

(3) Those whose cause or object did not exist
at the time of the transaction;

(4) Those whose object is outside the commerce
of men;

(5) Those which contemplate an impossible ser-
vice;

(6) Those where the intention of the parties
relative to the principal object of the contract can-
not be ascertained;

(7) Those expressly prohibited or declared void
by law.

These contracts cannot be ratified. Neither can
the right to set up the defense of illegality be
waived.

1 New, except articles 1431 and 1432
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ART. 1430. The action or defense for the de-
claration of the inexistence of a contract does not
prescribe.

ART. 1431. When the nullity proceeds from the
illegality of the cause or object of the contract,
and the act constitutes a criminal offense, both par-
ties being in pari delicto, they shall have no ac-
tion against each other, and both shall be prosc-
cuted. Moreover, the provisions of the Penal Code
relative to the disposal of effects or instruments of
a crime shall be applicable to the things or the
price of the contract.

This rule shall be apphcahlc when only one of
the parties is guilt the innocent one
claim what he has gnvcn. :md shall not be buund
to comply with his promise. (1305)

ARrT. 1432, If the act in which the unlawful
or forbidden cause consists does not constitute a
criminal offense, the following rules shall be ob-
served:

(1) When the faule is on the part of both
contracting partics, neither may recover what he
has given by virtue of the contract, or demand
the performance of the other’s undertaking;

(2) When only one of the contracting parties
is at fault, he cannot recover what he has given
by reason of the contract, or ask for the ful-
fillment of what has been promised him. The
other, who is not at fault, may demand the re-
turn of what he has given without any obliga-
tion to comply with his promise. (1306)

ART. 1433, Interest paid in excess of the in-
terest allowed by the usury laws may be recovered
by the debtor, with interest thereon from the date
of the payment.

ART. 1434, When money is paid or property
delivered for an illegal purpose, the contract may
be repudiated by one of the parties before the
purpose has been accomplished, or before any da-
mage has been caused to a third person. In such
case, the courts may, f the public interest will
thus be subserved, allow the party repudiating the
contract to recover the money or property.

ART. 1435. Where one of the parties to an
illegal contract is incapable of giving consent, the
courts may, if the interest of justice so demands,
allow recovery of money or property delivered by
the incapacitated person.

ART. 1436, When the agreement is not illegal
per se but is merely prohibited, and the prohibition
by the law is designed for the protection of the
plaintiff, he may, if public policy is thereby en-
hanced, recover what he has paid or delivered.

ART. 1437. When the price of any article or
commodity is determined by statute, or by au-
thority of law, any person paying any amount
in excess of the maximum price allowed may re-
cover such excess.

ART. 1438, When the law fixes, or authorizes
the fixing of the maximum number of hours of
Iabor, and a contract is entered inta whereby 2
laborer undertakes to work longer than the maxi-
mum thus fixed, he may demand additional com-

pensation for service rendered beyond the time
imic.
ART. 1439. When che law sets, or authorizes

the setting of a minimum wage for laborers, and
a contract is agreed upon by which a laborer ac-
cepts a lower wage, he shall be entitled to recover
the deficiency.

ART. 1440. In case of a divisible contract, if
the illegal terms can be separated from the legal
ones, the latter may be enforced.

ART. 1441, The defense of illegality of con-
tracts is not available to third persons whose in-
terests are not directly affected.

ART. 1442, A contract which is the direct re-
sule of a previous illegal contract, is also void and
inexistent.
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Civil Code

Title 11—NATURAL OBLIGATIONS1

ART. 1443, Obligations are civil or natural.
Civil obligations give a right of action to compel
cheir performance.  Natural obligations, not being
based on positive law but on cquity and natural
law, do not grant a right of action to enforce
their performance, but after voluntary fulfillment
by the obligor, they authorize the retention of
what has been delivered or rendered by reason
thereof. Some natural obligations are sec forth in
the following. articles.

ART. 1444, When a right to sue upon a civil
obligation has lapsed by extinctive prescription, the
obligor who voluntarily performs the contract can-
not recover what he has delivered or the value of
the service he has rendered.

ArT. 1445. When without the knowledge or
against the will of the debtor, a third person pays
a debt which the obligor is not legally bound to
pay because the action thercon has prescribed, but
the debtor later voluntarily reimburses the thi
person, the obligor cannot recover what he has
paid.

ART. 1446 When a minor between cighteen
and twenty-one years of age who has entered into
a contract without the consent of the paren. or
guardian, after the annulment of the contract vo-
luntarily returns the whole thing or price reccived,
notwithstanding the fact that he has not been
benefited thereby, there is no right to demand the
thing or price thus returned.

ART. 1447. When a minor between cighteen
and twenty-one years of age, who has entered into
a contract without the consent of the parent or
guardian, voluntarily pays a sum of money or de-
livers a fungible thing in fulfillment of the obliga-
tion, there shall be no right to recover the same
from the obligee who has spent or consumed it in
good faith.  (1160a)

ART. 1448, When, after an action to enforce
a civil obligation has failed, the defendanc volun-
tarily performs the obligation, he cannot demand
the return of what he has delivered or the payment
of the value of the service he has rendered.

ART. 1449, When a testate or
voluntarily pays a debt of the decedent exceeding
the value of the property which he received by
will or by the law of intestacy from the estate
of the deceased, the payment is valid and cannot be
rescinded by the payer.

intestate heir

ART. 1450 When a will is declared void be-
cause it has not been executed in accordance with
the formalities required by law, but one of the
intestate heirs, after the settlement of the debts
of the deceased, pays a legacy in compliance with
a clause in the defective will, the payment is ef-
fective and irrevocable.

Title 1V.—ESTOPPEL (1)

ART. 1451, Through estoppel an admission or
representation is rendered conclusive upon the person
making it, and cannot be denied or disproved as
against the. person relying thereon.

ArT. 1452, The principles of estoppel are here-
by adopted insofar as they are not in conflict
with the provisions of this Code, the Code of Com-
merce, the Rules of Court and special laws.

ART. 1453, Estoppel may be in pais or by
deed.
ArT. 1454, When a person who is not the

owner of a thing sells or alienates and delivers it,
and later the seller or grantor acquires title thereto,
such title passes by operation of law to the buyer
or granee.

ART. 1455, If a person in representation of
another sells or alienates a thing, the former cannot
subsequently set up his own title as against the
buyer or grantee.

1New, except aricle 1447.
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ART. 1456, A lessee or a bailee is estopped
from asserting title to the thing leased or received,
as against the lessor or bailor.

ART. 1457. When in a contract between third
persons concerning immovable property, one of them
is misled by a person with respect to the owner-
ship or real right over the real estate, the latter
is precluded from asserting his legal title or interest
therein, provided all these requisites are present:

(1) There must be fraudulent representation ot
wrongful concealment of facts known to the party
estopped;

(2) The party precluded must intend that the
other should act upon the facts' as misrepresented;

(3) The party misled must have been unaware
of the true facts; an

(4) The party defnndcd must have acted in

with the
ART. 1458, One who has allowed another to
assume apparent ownership of personal property for

the purpose of making any transfer of it, cannot,
if he received the sum for which a pledge has been
constituted, set up his own title to defeat the
pledge of the property, made by the other to a
pledgee who received the same in good faith and
for value,

ART. 1459. Estoppel is effective only as be-
tween the parties thereto or their successors in in-
terest.

Title V.—TRUSTS (x)
CHAPTER 1

GENERAL PROVISIONS

ART. 1460. A person who establishes a trust
is called the trustor; ome in whom confidence is
reposed as regards property for the benefit of

another person is known as the trustee; and the
person for whose benefit the trust has been created
is referred to as the beneficiary.

ART. 1461. Trusts are either express or im-
plied. Express trusts are created by the intention
of the trustor or of the parties. Implied trusts
come into being by operation of law.

ART. 1462. The principles of the general law
of trusts, insofar as they are not in conflict with
this Code, the Code of Commerce, the Rules of
Court and special laws are hereby adopted.

CHAPTER 2
EXPRESS TRUSTS

ArT. 1463. No express trusts concerning an
immovable or any interest therein may be proved
by parol evidence.

ART. 1464, No particular words are required
for the creation of an express trust, it being suf-
ficient that a trust is clearly intended.

ARrT. 1465. No trust shall fail because the
trustee appointed declines the designation, unless
the contrary should appear in the instrument con-
sticuting the trust.

ART. 1466. Acceptance by the beneficiary is
necessary.  Nevertheless, if the trusc imposes no
onerous condition upon the beneficiary, his accep-
tance shall be presumed, if there is no proof to
the contrary.

CHAPTER 3
IMPLIED TRUSTS

ART. 1467. The enumeration of the following
cases of implied trust does not exclude others es-
tablished by the general law of trust, but the limi-
tation laid down in article 1462 shall be applicable.

ART. 1468. There is an implied trust when
property is sold, and the legal estate is granted to
one party buc the price is paid by another for the
purpose of having the bencficial interest of the
property.  The former is the trustee, while the
lacter is the beneficiary. However, if the person
t whom the title is conveyed is a child, legitimate
or illegitimate, of the one paying the price of the
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sale, no trust is implied by law, it being disputably
presumed that chere is a gift in favor of the child.

ART. 1469, There is also an implied trust when
a donation is made to a person but it appears that
although the legal estate is transmitted to the dones,
he nevertheless is either to have no beneficial in-
terest or only a parc thereof.

Art. 1470, If the price of a sale of property
is loaned or paid by one person for the benefit of
another and the conveyance is made to the lender
or payor to secure the payment of the debt, a
truse arises by operation of law in favor of the
person to whom the money is loaned or for whom
it is paid. The lacter may redeem the property
and compel a conveyance thereof to him.

ART. 1471, When land passes by succession to
any person and he causes the legal title to be
put in the name of another, a trust is established
by implication of law for the benefit of the true
owner.

ART. 1472, If two or more persons agree to
purchase propercy and by common consent the legal
title is taken in the name of one of them for
the benefit of all, a trust is created by force of
law in favor of the others in proportion to the
interest of each.

ART. 1473. When property is conveyed to a
person in reliance upon his declared intention to
hold it for, or transfer it to another or the grantor,
there is an implied trust in favor of the person
whose benefit is contemplated.

ART. 1474, If an absolute conveyance of pro-
perty is made in order to secure the performance
of an obligation of the grantor toward the grantee,
a trust by virtue of law is established. If the
fulfillment of the obligation is offered by the
grantor when it becomes due, he may demand the
reconveyance of the property to him.

Art. 1475. When any trustee, guardian or
other person holding a fiduciary relationship uses
trust funds for the purchase of property and causes
the conveyance to be made to him or to a third
person, a trust is escablished by operation of law
in favor of the person to whom the funds belong.

ART. 1476. If property is acquired through
mistake or fraud, the person obtaining it is,
force of law, considered a trustee of an implied
trust for the benefit of the person from whom
the property comes.

ART. 1477. An implied trust may be proved
by oral evidence.

Title VI—SALES
CHAPTER 1
NATURE AND FORM OF THE CONTRACT

ArT. 1478. By the contract of sale one of the
contracting parties obligate himself to transfer the
ownership of 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.
(14452)

ART. 1479. The thing must be licit and the
vendor must have a right to transfer the ownership
thereof at the time it is delivered. (n)

ART. 1480. A thing is determinate when it is
particularly designated or physically segregated from
all others of the same class.

The requisite that a thing be determinate is sa-
tisfied if at the time the contract is entered into,
the thing is capable of being made determinate
without the necessity of a new or furcher agrec-
ment between the parties. (n)

ArT. 1481. Things having a potential existence
may be the object of the contract of sale.

The efficacy of the sale of a mere hope or
expectancy is deemed subject to the condition that
the thing will come into existence.

The sale of a vain hope or expectancy is void.
(n)

ART. 1482, The goods which form the subject
of a contract of sale may be either existing goods,
owned or possessed by the seller, or goods to be
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manufactured, raised, or acquired by the seller afcer
the perfection of the contract of sale, in this Title
called “future goods.”

There may be a contract of sale of goods, whose
acquisition by the seller depends upon a contin-
gency which may or may not happen. (n)

Awrt. 1483, The sole owner of a thing may sell
an undivided interesc therein. (n)

ART. 1484, In the case of fungible goods, there
may be a sale of an undivided share of a specific
mass, though the seller purports to sell and the
buyer to buy a definite number, weight or measure
of the goods in the mass, and though the number,
weight or measure of the goods in the mass is un-
determined. By such a sale the buyer becomes
owner in common of such a share of the mass as
the number, weight or measure bought bears to
the number, weight or measure of the mass. If
the mass contains less than the number, weight
or measure bought, the buyer becomes the owner
of the whole mass and the seller is bound to make
good the deficiency from goods of the same kind
and quality, unless a contrary intent appears. (n)

ArT. 1485. Things subject to a resolutory con-
dition may be the object of the contract of sale.
(n)

ART. 1486, In construing a contract contain-
ing provisions characteristic of both the contract
of sale and of the contract of agency to sell, the
essential clauses of the whole instrument shall be
considered. (n)

ART. 1487. A contract for the delivery at a
certain price of an article which the vendor in
the ordinary course of his business manufactures
or procures for the general market, whether the
same is on hand at the time or not, is a contract
of sale, but if the goods are to be manufactured
specially for the customer and upon his special
order, and not for the general market, it is a
contract for a piece of work. (n)

Art. 1488. If the consideration of the con-
tract consists partly in money, and partly in another
thing, the transaction shall be characterized by the
manifest intention of the parties. If such intention
does not clearly appear, it shall be considered a
barter if the value of the thing given as a part
of the consideration exceeds the amount of the
money or its equivalent; otherwise, it is a sale.
(14462)

ART. 1489, In order that the price may be
considered certain, it shall be sufficient that it
be so with reference to another thing certain, or
that the determination thereof be left to the judg-
ment of a specified person or -persons.

Should such person or persons be unable or
unwilling to fix it, the contract shall be ineffica-
cious, unless the parties subsequently agree upon
the price.

If the third person or persons acted in bad faith
or by mistake, the courts may fix the price.

Where such third person or persons are pre-
vented from fixing the price or terms by fault of
the seller or the buyer, the party not in fault may
have such remedies against the party in fault as
are allowed the seller or the buyer, as the case
may be. (1447a)

ART. 1490. Gross inadequacy of price does not
affect a contract of sale, except as it may indicate
a defect in the consent, or that the parties really
intended a donation or some other act or contract.

1491. If the price is simulated, the sale
is void, but the act may be shown to have been
in reality a donation, or some other act or contract.
(n)

ART. 1492, The price of securities, grain, li-
quids, and other things shall also be considered cer-
tain, when the price fixed is that which the
thing sold would have on a definite day, or in par-
ticular exchange or maket, or when an amount is
fixed above or below the price on such day, or
in such exchange or market, provided said amount
be cerrain. (1448

Art. 1493,
be left to the discretion of one of the parties.
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ever, if the price fixed by one of the parties accept-
ed by the other, the sale is perfected. (1449a)

ART. 1494, Where the price cannot be deter-
mined in accordance with the preceding aricles,
or in any other manner, the contract is ineffica-
cious. However, if the thing or any part thereof
has been delivered to and appropriated by the
buyer, he must pay a reasonable price therefor.
What is a reasonable price is a question of fact
dependent on the circumstances of each particular
case. (n)

ArT. 1495. The contract of sale is perfecud
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. (1450a)

ART. 1496. In case of a sale by auction:

(1) Where goods are put up for sale by auction
in lots, each lot is subject of a separate contract
of sale.

(2) A sale by auction is perfected when the
auctioneer announces its perfection by the fall of
the hammer, or in other customary manner.
Until such announcement is made, any bidder may
retract his bid; and the auctioneer may withdraw
the goods from sale unless the auction has been
announced to be without reserve.

(3) A right to bid may be reserved expressly
by or on behalf of the selle!. unless otherwise pro-
vided by law or by stipulation.

(4) Where notice has not been given that a
sale by auction is subject to a right to bid on
behalf of the seller, it shall not be lawful for the
seller to bid himself or to employ or induce any
person to bid at such sale on his behalf, or for
the auctioneer, to employ or induce any person
to bid at such sale on behalf of the seller or know-
ingly to take any bid from the seller or any other
person employed by him. Any sale contravening
this rule may be treated as fraudulent by the
buyer. (n)

ART. 1497. The ownership of the thing sold
shall be transferred to the vendee upon the actual
or constructive delivery thereof. (n)

Awr. 1498, The partis may stipulate that
ownership in the thing shall not pass to the pur-
chaser until he has fully paid the price. (n)

ART. 1499. A promise to buy and sell a de-
terminate thing for a price certain is reciprocally
demandable.

An accepted unilateral promise to buy or sell
a determinate thing for a price certain is binding
upon the promisor if the promise is supported
by a consideration distinct from the price. (1451a)

ART. 1500. Any injury to or benefit from the
thing sold, after the contract has been perfected,
from the moment of the perfection of the con-
tract to the time of delivery, shall be governed
by articles 1183 to 1185, and 1282.

This rule shall apply to the sale of fungible
things, made independently and for a single price,
or without consideration of their weight, number,
or measure.

Should fungible things be sold for a price fixed
according to weight, number, or measure, the risk
shall not be imputed to the vendee until they
have been weighed, counted, or measured, and de-

livered, unless the latter has incurred in delay.
(14522)
ArT. 1501. In a contract of sale of goods by

description, or by sample, the contract may be
rescinded if the bulk of the goods delivered do
not correspond with the description or the sample,
and if the contract be by sample as well as b
description, it is not sufficient that the bulk of
goods correspond with the sample if they do not
also correspond with the description.

The buyer shall have a reasonable opportunity
of comparing the bulk with the description or the
sample. (n)

ART. 1502. Whenever earnest money is given in
a contract of sale, it shall be considered s part
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of the price and as proof of the perfection of
the contract. (1454a)

ART. 1503. Subject to the provisions of the
Statute of Frauds and of any other applicable sta-
tute, a contract of sale may be made in writing,
or by word of mouth, or partly in writing and
partly by word of mouth, or may be inferred
from the conduct of the parties. (n)

ART. 1504 In a contract of sale of personal
property the price of which is payable in install-
ments, the vendor may exercise any of the fol-
lowing remedies:

(1) Exact fulfillment of the obligation, should
the vendee fail to pay;

(2) Cancel the sale, should the vendee's failure
to pay cover two or more installments;

(3) Foreclose the chateel mortgage on
thing sold, if one has been consmnud, should chc
vendee's failure to pay cover two or more in-
stallments. In this case, he shall have no fur-
ther action against the purchaser to recover any
unpaid balance of ' the price. Any agreement to
the contrary shall be void. (1454-A-a)

ARt 1505. The preceding article shall be ap-
plied to contracts purporting to be leases of per-
sonal property with option to buy, when the lessor
has deprived the lessee of the possession or enjoy-
ment of the thing. (1454-A-a)

ART. 1506. In the cases referred to in the two
preceding articles, a scipulation that the install-
ments or rents paid shall not be recurned to the
vendee or lessce shall-be valid insofar as the same
may not be unconscionable under the circum-
stances.  (n)

ART. 1507. The expenses for the execution and
registration of the sale shall be borne by the ven-
dor, unless there is a stipulation to the contrary.
(14552)

ART. 1508. The expropriation of property for
public use is governed by special laws. (1456)

CHAPTER 2
CAPACITY TO BUY OR SELL

ArT. 1509. All persons who are authorized in
this Code to obligate themselves, may enter into
a contract of sale, saving the modifications con-
tained in the following articles.

Where necessaries are sold and delivered to a
minor or other person without capacity to act,
he must pay a reasonable price therefor. Neces-
saries are those referred to in article 310. (1457a)

ART. 1510. The husband and the wife cannot
sell property to each other, except:

(1) When a separation of property was agreed
upon in the marriage sectlements; or

(2) When there has been a judicial separation
of property under article 211. (1458a)

ART. 1511, The following persons cannot ac-
quire by purchase, even at a public or judicial
auction, either in person or through the media-
tion of another:

(1) The guardian, the property of the person
or persons who may be under his guardianship;

(2) Agents, the property whose administration
or sale anay have been intrusted to them, unless
the consent of the principal has been given;

Executors and administrators, the property
of the estate under administrations;

(4)- Public officers and employees, the property
of the State or of any subdivision thereof, or of
any government owned controlled corporation,
or institution, the administration of which has
been instrusted to them; this provision shall apply
to judges and government experts who, in any
manner whatsoever, take part in the sale;

(5) Justices, judges, prosecuting attorneys,
clerks of superior and inferior courts, and other
officers and cmployees connected with the adminis-
tration of justice, the property and rights in liti-
gation or levied upon an execution before the
court within whose jurisdiction or territory they
exercise their respective functions; this prohibi-
tion includes the act of acquiring by assignment
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Civil Code

and chall apply to lawyers, with respect to the
propeity and rights which may be the object of
any itigation in which they may take pare by
virtue of their profession;

(6) Any others specially disqualified by law.
(1459a)

ART. 1512, The prohibitions in the two pre-
ceding articles are applicable to sales in legal re-
demption, compromises and renunciations. (n)

CHaPTER 3

EFFECTS OF THE CONTRACT WHEN THE
THING SOLD HAS BEEN LOST

ArT. 1513, If at the time the contract of sale
is perfected, the thing which is the object of the
contract has been entirely lost, the contract shall
be without any effect.

But if the thing should have been lost in part
only, the vendee may choose between withdrawing
from the contract and demanding the remaining
part, paying its price in proportion to the total
sum agreed upon. (1460a)

ART. 1514. Where the parties purport a sale
of specific goods, and the goods' without the know-
ledge of the seller have perished in part or have
wholly- or in a material parc so deteriorated in
quality as to be aubstanually changed in character,
the buyer may ac his option treat the sale:

(1) As avoided; or

(2) As valid in all of the existing goods or
in so much thereof as have not deteriorated, and as
bmdmg the buyer to pay the agreed price for the
goods in the ownership will pass, if the
sale was di

ble.
CHAPTER 4
OBLIGATIONS OF THE VENDOR

SECTION 1.—Gereral Provisions

Art. 1515, The vendor is bound to transfer
the ownership of and deliver, as well as warrant
the thing which is the object of the sale. (1461a)

ART. 1516, The ownership of the thing sold is
acquired by the vendee from the moment it is de-
Iivered to him in any of the ways specified in
articles 1517 to 1521, or in any other manner sig-
nifying an agreement that the possession is trans-
ferred from the vendor to the vendee. (n)

Secrion 2—Delivery of the Thing Sold

ARrT. 1517. The thing sold shall be understood
as delivered, when it is placed in the control and
possession of the vendee. (1462a)

ART. 1518. When the sale is made through a
public instrument, the exccution thereof shall be
equivalent to the delivery of the thing which is
the object of the contract, if from the deed the
contrary does not appear or cannot clearly be
inferred.

With regard to movable property, its delivery
may also be made by the delivery of the keys of
the place or depository where it is stored or kept.
(1463a)

ART. 1519. The delivery of movable property
may likewise be made by the mere consent or
agreement of the contracting parties, if the thing
sold cannot be transferred to the possession of the
vendee at the time of the sale, or if the latter
already had it in his possession for any other rea-
son.  (1463a)

ART. 1520. There may also be tradition cons-
titutum  possessorium. (n)

ART. 1521. With respect to incorporeal pro-
perty, the provisions of the first paragraph of ar-
ticle 1518 shall govern. In any other case where-
in said provisions are not applicable, the placing
of the titles of ownership in the possession of the
vendee or the use by the vendee of his rights,
with the vendor’s consent, shall be understood as
a3 delivery. (1464)
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Art. 1522. When goods -are delivered to the
buyer “on sale or return” to give the buyer an
option to return the goods instead of paying the
price, the ownership passes to the buyer on deli-
very, but he may revest the ownership in the sel-
ler by returning or tendering the goods within the
time fixed in the contrat, or, if no time has been
fixed, within a reasonable time. (n)

When goods are delivered to the buyer on ap-
proval or on trial or on satisfaction, or other
similar terms, the ownership thercin passes to the
buyer:

(1) When he signifies his approval or acccep-
tance to the scller or does any other act adopting
the transaction;

(2) If be docs not signify his approval or ac-
ceptance to the seller, but retains the goods with-
out giving notice of rejection, then if a time has
teen fixed for the return of the goods, on the
expiration of such time, and, if no time has been

fixed, on the cxpiration of a reasonable time.
What 15 a reasonable time is a question of fact.
(n)

ART. 1523. Where there is a contract of sale

of ‘specific goods, the seller may, by the terms of
the contract, reserve the right of possession or
ownership in the goods until certain conditions
have been fulfilled. The right of possession or
ownership may be thus reserved notwithstanding
the delivery of the goods to the buyer or to 2
carrier of other bailee for the purpose of trans-
mission to the buyer.

Where goods are shipped, and by che bill of
lading the goods are deliverable to the seller or
his agent, or to the order of the seller or of his
agent, che seller thereby reserves the ownership in
the goods. But, if cxcept for the form of the
bill of lading, the ownership would have passed to
the buyer on shipment of the goods, the scller's
property in the goods shall be deemed to be only
for the purpose of sccuring performance by the
buyer of his obligations under the contract.

Where goods are shipped, and by the bill of
lading the goods are deliverable to order of the
buyer or of his agent, but possession of the bill
of lading is retained by the seller or his agent,
the seller thereby rescives a right to the posscs-
sion of the goods as against the buyer.

Where the seller of goods draws on the buyer
for the price and transmits the bill of exchange
and bill of lading together to the buyer to secure
acceptance or payment of the bill of exchange, the
buyer is bound to return the bill of lading if he
doés not honor the bill of exchange,
wrongfully retains the bill of lading he acquires
no added right thercby. If, however, the bill of
lading provides that the goods are deliverable to
the buyer or to the order of the buyer, or is
indorsed in blank, or to the buyer by the con-
signee named therein, one who purchases in good
faith, for value, the bili of lading, or goods from
the buyer will obtain the ownership in the goods,
although the bill of exchange has not been honored,
provided thac such purchaser has received delivery
of the bill of lading indorsed by the consign
named therein, or of the goods, without notice
of the facts making the transfer wrongful. (n)

ArT. 1524. Unless otherwise agreed, the goods
remain at the seller’s risk until the ownership
therein is transferred to the buyer, but when the
ownership therein is transferred to the buyer the
goods are at the buyer's risk whether actual deli-
very has been made or not, except that:

(1) Where delivery of the goods has been
made to the buyer or to a bailee for the buyer,
in pursuance of the contract and the ownership
in the goods has been retained by the seller merely
to secure performance by the buyer of his obli-
gations under the contract, the goods are at the
buyer’s risk from the time of such delivery;

(2) Where actual delivery has been delayed
through the fault of cither the buyer or scller
the goods are ac the risk of the party in fault.
(n)

Axt. 1525, Subject to the provisions of this
Title, where goods are sold by a person who is
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not the owner thereof, and who does not sell them
under authority or with the consent of the owner,
the buyer acquires no better title to the goods
than the seller had, unless the owner of the goods
is by his conduct precluded from denying the sell-
er’s authority to sell.

Nothing in this Title, however, shall affect:

(1) The provisions of any factors’ acts, record-
ing laws, or any other provision of law enabling
the apparent owner of goods to dispose of them
as if he were the true owner thereof;

(2) The validity of any contract of sale under
statutory power of sale or under the order of a
court of competent jurisdiction;

(3) Purchases made in a merchant’s store, or
in fairs, or markets, in accordance with the Code
of Commerce and special laws. (n)

ArT. 1526, Where the seller of goods has a
voidable title thereto, but his title has not been
voided at the time of the sale, the buyer ac-
quires a good title to the goods, provided he buys
them in good faith, for value, and without notice
of the seller’s defect of title. (n)

ArT. 1527, A document of title in which it
is stated that the goods referred to thercin will
be delivered to the bearer, or to the order of any
person named in such document is a negotiable
document of title.  (n)

Awt. 1528. A negotiable document of title may
be negotiated by delivery:

(1) Where by the terms of the document the
carrier, warchouseman. or other bailee isuing the
same undertakes to deliver the goods to the bear-
er; or

(2) Where by the terms of the document the
carrier, warchouseman or other bailee issuing the
same undertakes to deliver the goods to the order
of a specified person, and such person or a sub-
sequent indorsee of the document has indorsed it
in blank or to the bearer.

Where by the terms of a negotiable document
of title the goods arc deliverable to bearer or
where a ncgotiable document of title has been in-
dorsed in blank or to bearer, any holder may in-
dorse the same to himself or to any specified per-
son, and in such case the document shall thereafter
be negotiated only by the indorsement of such in-
dorsce.  (n)

ART. 1529. A negotiable document of title may
be negotiated by the indorsement of the person to
whose order the goods are by the terms of the
document deliverable. Such indorsement may be in
blank, to bearer or to a specified person. If in-
dorsed to a specified person, it may be again ne-
gotiated by the indorsement of such person in
blank, to bearer or to another specified person.
Subsequent negotiations may be made in like man-
ner. (n)

Art. 1530. If a document of title which con-
tains an undertaking by a carrier, warehouseman or
other bailee to deliver the goods to bearer, to a
specified person or order of a specified person or
wx..ch concains words of like import, has placed

it the words “‘non-nego-
mbl:" or the like, such document may neverthe-
less be negotiated by the holder and is
tiable document of title within the meaning of
this Title. But nothing in this Title contained
shall be construed as limiting or defining the ef-
fect upon the obligations of the carrier, ware-
houseman, or other bailee issuing a document of
title or placing thereon the words “not negotiable,”
non-negotiable,” or the like. (n)
Axr. 1531, A document of ticle which is not
in such form that it can be negotiated by deli-
very may be transferred by the holder by deli-
very to a purchaser or donee. A non-negotiable
document cannot be negotiated and the indorse-
ment of such a document gives the transferec no
additional right. (n)

ART. 1532, A negotiable document of title may
be negotiated:

(1) By the owner thereof; or

2) By any person to whom the possession or
custody of the document has been entrusted by
the owner, if, by the terms of the documenc the
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bailee issuing the document undertakes to deliver
the goods to the order of the person to whom the
possession or custody of the document has been
entrusted, or if at the time of such entrusting the
document is in such form that it may be negotiat-
ed by delivery. (n)

ART. 1533, A person to whom a negotiable
document of title has been duly negotiated acquires
thereby:

(1) Such title to the goods as the person ne-
gotiating the document to him had or had ability
to convey to a purchaser in good faith for value
and also such title to the goods as the person
to whose order the goods were to be delivered
by the terms of the document had or had ability
to convey to a purchaser in good faith for value
an

(2) The direct obligation of the bailee issuing
the document to hold possession of the goods for
him according to the terms of the document as
fully as if such bailee had contracted directly
with him. (n)

ArT. 1534, A person to whom a document of
title has been transferred, but not negotiated, ac-
quires thereby, as against the transferor, the title
to the goods, subject to the terms of any agree-
ment with the transferor.

If the document is non-negotiable, such person
also acquires the right to notify the bailee who
issued the document of the transfer thereof, and
thereby to acquire the direct obligation of such
bailee to hold possession of the goods for ac-
cording to the terms of the document.

Prior to the notification to such bailee by the
transferor or transferee of a non-negotiable docu-
ment of title, the title of the transferec to the
goods and the right to acquire the obligation of
such bailee may be defeated by the levy of an
attachment or execution upon the goods by a cre-
ditor of the transferor, or by a notification to
such bailee by the transferor or a subsequent pur-
chaser from the transferor of a subsequent sale of
the goods by the transferor. (n)

ART. 1535, Where a negotiable document of
title is transferred for value by delivery, and the
indorsement of the transferor is essential for nego-
tiation, the transferee acquires a right against the
transferor to compel him to indorse the document
unless a contrary intention appears. The negotia-
tion shall take effect as of the time when the in-
dorsement is actually made. (n)

Art. 1536. A person who for value negotiates
or transfers 2 document of title by indorsement
or delivery, including one who assigns for value
a claim secured by a document of title unless a
contrary intention appears, warfants:

(1) That the document is genuine;

(2) That he has a legal right to negotiate or
transfer it;

(3) That he has knowledge of no fact which
would jmpair the validity or worth of the docu-
ment; an

(4) That he has a right to transfer the tidle
to the goods and that the goods are merchantable
or fit for a particular purpose, whenever such war-
ranties would have been implied if the contract
of the parties had been to transfer without a do-
cument of title the goods represented thereby. (n)

Art. 1537. The indorsement of a document of
title shall not make the indorser liable for any
failure on the part of the bailee who issued the
document or previous indorsers thereof to fulfill
their respective obligations. (n)

Art. 1538, The validity of the negotiation of
2 negotiable document of title is not impaired by
the fact that the negotiation was a breach of duty
on the part of the person making the negotiation,
or by the fact that the owner of the document
was deprived of the possession of the same by loss,
theft, fraud, accident, mistake, duress, ~or con-
version, if the person to whom the document was
negotiated or a person to whom the document was
subsequently negotiated paid value therefor in good
faith without notice of the breach of duty, or
loss, theft, fraud, accident, mistake, duress or con-
version. (n)
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ARrT. 1539. If goods are delivered to a bailee
by the owner or by a person whose act in con-
veying the title to them to a purchaser in goo
faith for value would bind the owner and a ne-
gotiable document of title is issued for them they
cannot thereafter, while in possession of such
bailee, be attached by garnishment or otherwise or
be levied under an exccution unless the document
be first surrendered to the bailee or its negotiation
enjoined. The bailee shall in no case be com-
pelled to deliver up the actual possession of the
goods until the document is surrendered to him
or impounded by the court. (n)

ART. 1540. A creditor whose debtor is the own-
er of a negotiable document of title shall be en-
titled to such aid from courts of appropriate ju-
risdiction by injunction and otherwise in attach-
ing such document or in satisfying the claim by
means thereof as is allowed at law or in equity
in regard to property which cannot readily be at-
tached or levied upon by ordinary legal process.
(n)

ArT. 1541, Whether it is for the buyer to
take possession of the goods or for the seller to
send them to the buyer is a question depending
in each case on the contract, express or implied,
between the parties. Apart from any such con-
tract, express or implied, or usage of trade to
the contrary, the place of delivery is the seller’s
place of business if he has one, and if not his
residence; but in case of a contract of sale of
specific goods, which to the knowledge of the
parties when the contract or the sale was made
were in some other place, then that place is the
place of delivery.

Where by a contract of sale the seller is bound
to send the goods to the buyer, but no time for
sending, them is fixed, the seller is bound to send
them within a reasonable time.

Where the goods at the time of sale are in the
possession of a third person, the seller has not
fulfilled his obligation to deliver to the buyer
unless and until such third person acknowledges
to the buyer that he holds the goods on the
buyer’s behalf.

Demand or tender of delivery may be treated
as ineffectual unless made at a reasonable hour.
What is a reasonable hour is a question of fact.

Unless otherwise agreed, the expenses of and
incidental to putting the goods into a deliverable
state must be borne by the seller. (n)

ArT. 1542, Where the seller delivers to the
buyer a quantity of goods less than he contracted
to sell, the buyer may reject them, but if the
buyer accepts or retains the goods so delivered,
knowing that the seller is not going to perform
the contract in full, he must pay for them at
the contract rate. If, however, the buyer has
used or disposed of the goods delivered before he
knows that the seller is not going to perform his
contract in full, the buyer shall not be liable for
more than the fair value to him of the goods so
received.

Where the seller delivers to the buyer a quan-
tity of goods larger than he contracted to sell, the
buyer may accept the goods included in the con-
tract and reject the rest. 1f the buyer accepts
the whole of the goods so delivered he must pay
for them at the contract rate.

Where the seller delivers to the buyer the goods
he contracted to sell mixed with goods of a dif-
ferent  description not included in the contract,
the buyer may accept the goods which are in ac-
cordance with the contract and reject the rest.

In the preceding two paragraphs, if the subject
matter is indivisible, the buyer may reject the
whole of the goods.

The provisions of this article are subject to any
usage of trade, special agreement, or course of
dealing berween the parties. (n)

ArT. 1543. Where, in pursuance of a contract
of sale, the seller is authorized or required to send
the goods to the buyer, delivery of the goods to
a2 carrier, whether named by the buyer or not,
for the purpose of transmission to the buyer is
deemed to be a delivery of the goods to the buyer,
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except in the cases provided for in article 1523,
first, second and third paragraphs, or unless a con-
trary intent appears.

Unless otherwise authorized by the buyer, the
seller must make such contract with the carrier
on behalf of the buyer as may be reasonable, hav-
ing regard to the nature of the goods and the
other circumstances of the case. If the seller omit
so to do, and the goods are lost or damaged in
course of transit, the buyer may decline to treat
the delivery to the carrier as a delivery to himself,
or may hold the seller responsible in damages.

Unless otherwise agreed, where goods are sent by
the seller to the buyer under circumstances in
which the seller knows or ought to know that
it is usual to insure, the seller must give such no-
tice to the buyer as may enable him to insure
them during their transit, and, if the seller fails
to do so, the goods shall be deemed to be at his
risk during such transit. (n)

ArT. 1544. The vendor shall not be bound to
deliver the thing sold, if the vendee has not paid
him the price, or if no period for the payment
has been fixed in the contract. (1466)

ART. 1545, The seller of goods is deemed to
be an unpaid seller within the meaning of this
Title:

(1) When the whole of the price has not been
paid or tendered;

(2) When a bill of exchange or other nego-
tiable instrument has been reccived as conditional
payment, and the condition on which it was re-
ceived has been broken by reason of the dishonor
of the instrument, the insolvency of the buyer,
or otherwise.

In articles 1545 to 1555 the term “seller” in-
cludes an agent of the seller to whom the bill of
lading has been indorsed, or a consignor or agent
who has himself paid, or is d.mdy responsible
for the price, or any other person who is in the
position of a seller. (n

ART. 1546. Subject to the provisions of this
Title, notwithstanding that the ownership in the
goods may have passed to :hc buyer, the unpaid
seller of goods, as such,

(1) A lien on the goods or right to retain
them for the price while he is in possession of
them;

(2) In case of the insolvency of the buyer, a
right of stopping the goods in tramsitu after he
has parted with the possession of them;

(3) A right of resale as limited by this Title;

(4) A right to rescind the sale as likewise li-
mited by this Title.

Where the ownership in goods has not passed
to the buyer, the unpaid seller has, in addition
to his other remedies, a right of withholding deli-
very similar to and coextensive with his rights of
lien and stoppage in framsitn where the owner-
ship has passed to the buyer. (n)

ART. 1547. Subject to the provisions of this
Title, the unpaid seller of goods who is in pos-
session of them is entitled to retain possession of
them until payment or tender of the price in the
following cases, namely:

(1) Where the goods have been sold without
any stipulation as to cre

(2) Where the goods h:\c been sold on cre-
dit, but the term of credit has expired;

(3) Where the buyer becomes insolvent.

The selle may exercise his right of lien not-
withstanding that he 1s in possession of the goods
as agent or bailee for the buyer. (n)

ART. 1548. Where an unpaid seller has made
part delivery of the goods, he may exercise his
right of lien on the remainder, unless such part
delivery has been made under such circumstances
as to show an intent to waive the lien or right
of retention. (n)

ART. 1549. The unpaid seller of goods loses his
lien thereon:

(1) When he delivers the goods to a carrier
or other bailee for the purpose of transmission
to the buyer without reserving the ownership in
the goods or the right to the possession thercof;
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(2) When the buyer or his agent lawfully ob-
tain possession of the goods;

(3) By waiver thereof.

The unpaid seller of goods, having 1 lien there-
on, does not lose his lien by reason only that
he has obtained judgment or decree for the price
of the goods.

ART. 1550. Subject to the provisions of this
Title, when the buyer of goods is or becomes
insolvent, the unpaid seller who has parted with
the possession of the goods has the right of stop-
ping them in transitu, that is to say, he may re-
sume possession of the goods at any time while
they are in transit, and he will then become en-
titled to the same rights in regard to the goods
as he would have had if he had never parted with
the possession. (n)

ART. 1551. Goods are in transic within the
meaning of the preceding article:

(1) From the time when they are delivered
to a carrier by land, water, or air, or other bailec
for the purpose of trancmission to the buyer, un-
til the buyer, or his agent in that behalf, takes
delivery of them from such carrier or other bailee;

(2) T the goods are rejected by the buyer,
and the carrier or other bailee continues in pos-
session of them, even if the seller has refused to
receive. them back.

Goods are no longer in transic within the mean-
ing of the preceding article:

(1) If the buyer, or his agent in that be-
half, obtains delivery of the goods before their
arrival at the appointed destination;

(2) I, .after the arrival of the goods at the
appointed _destination, the carrier or other bailee
acknowledges to the buyer or his agent that he
holds the goods on his behalf and continues in
possession of them as bailee for the buyer or his
agent; and it is immaterial that further destina-
tion for the goods may have been indicated by
the buyer;

(3) If the carrier or other bailee wrongfully
refuses to deliver the goods to the buyer or his
agent in that behalf,

If the goods are delivered to a ship, freight
train, truck, or airplane chartered by the buyer,
it is a question depending on the circumstances
of the particular case, whether they are in the pos-
session of the carrier as such or as agent of the
buyer.

]i part delivery of the goods has been made
to the buyer, or his agent in that behalf, the
remainder of the goods may be stopped in fran-
situ, unless such part delivery has been under such
circumstances as to show an agreement with the
buyer to give up possession of the whole of the
goods.  (n)

ART. 1552, The unpaid seller may exercise his
right of stoppage in framsitu cither by obtaining
actual possession of the goods or by giving notice
of his claim to the carrier or other bailee in
whose possession the goods are. Such notice may
be given cither to the person in actual possession
of the goods or to his principal. In the latter
casc the notice, to be effectual, must be given
at such time and under such circumstances th.
the principal, by the exercise of reasonable dili-
gence, may prevent a delivery to the buyer.

When notice of stoppage in framsitu is gi
the seller to the carricr, or other bailee i
session of the goods, he must redeliver the goods
to, of according to the directions of, the seller.

The expenses of such delivery must be borne by

the seller. If, however, a negotiable document of
title representing -the goods has been issued by the
carrier or other bailee, he shall not be obliged
to deliver or justified in delivering the goods to
the seller unless such document is first surren-
dered for cancellation. (n)

ART. 1553. Where the goods are of perishable
nature, or where the seller expressly reserves the
right of resale in case the buyer should make de-
fault, or where the buyer has been in default in
the payment of the price for an unreasonable time,
an unpaid seller having a right of lien or having
stopped the goods in framsitn may resell the goods.
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He shall not thercafter be liable to the original
buyer upon the contract of sale or for any pro-
fit made by such resale, but may recover from
the buyer damages for any loss occasioned by the
breach of the contract of sale.

Where a resale is made, as authorized in this
article, the buyer acquires a good title as against
the original buyer.

It is not essential to the validity of a resale
that notice of an intention to rescll the goods
be given by the seller to the original buyer. But
where the right to resell is not based on the pe-
rishable nature of the goods or wpon an express
provision of the contract of sale, the giving or
failure to give such notice shall be relevant in any
issue involving the question whether the buyer had
been in default for an unreasonable time before
the resale was made.

It is not essential to the validity of a resale
that notice of the time: and place of such resale
should be given by the seller to the original buyer.

The seller is bound to exercise reasonable care
and judgment in making a resale, and subject to
chis requirement may make a resale cither by public
or private sale. He cannot, however, directly or in-
directly buy the goods. (n)

ART. 1554. An unpaid seller having the right
of lien or having stopped the goods in tramsitu,
may rescind the transfer of title and resume the
ownership in the goods, where he expressly re-
served the right to do so in case the buyer should
make default, or where the buyer has been in
default in the payment of the price for an un-
reasonable time.  The seller shall not thereafter
be liable to the buyer upon the contract of sale,
but may recover from the buyer damages for any
loss occasioned by the breach of the contract.

The transfer of title shall not be held to have
been rescinded by an unpaid scller until he has
manifested by notice to the buyer or by some other
overt act an intention to rescind. It is not neces-
sary that such overc act should be communicated
to the buyer, but the giving or re to give
notice to the buyer of the intention to rescind
shall be relevant in any issue involving the ques-
tion whether the buyer had been in defaule for
an unreasonable time before the right of rescis-
sion was asserted. (n)

ART. 1555. Subject to the provision of this
Ticle, the unpaid seller’s right of lien or stoppage
in transitu is mot affected by any sale, or other
disposition of the goods which the buyer may have
made, unless the seller has assented thereto,

If, however, a negotiable document of title has
been issued for goods, mo seller’s lien or right of
stoppage in transitu shall defeat the right of any
purchaser for value in good faith to whom such
document has been negotiated, whether such ne-
gotiation be prior or subsequent to the notifica-
tion to the carrier, or other bailee who issued such
document, of the seller’s claim to a lien or right
of stoppage in tramsitu. (n)

ART. 1556. The vendor is not bound to deliver
the thing sold in case the vendee should lose the
right to make use of the term as provided in ar-
ticle 1218, (1467a)

Art. 1557. The vendor is bound to deliver the
thing sold and its accessions and accessories in the
condition in which they were upon the perfection
of the contract.

_ Al the fruits shall pertain to the vendee from

the day on which the contract was perfected.
(14682)
Art. 1558, In case of loss, deterioration or im-

provement of the thing before its delivery, the
rules in article 1209 shall be observed, the vendor
being considered the debtor.

ART. 1559. The obligation to deliver the thing
sold includes that of placing in the control of
the vendee all that is mentioned in the contract,
in conformity with the following rules:

If the sale of real estate should be made with
a statement of its area, at the rate of a certain
price for a unit of measure or number, the ven-
dor shall be obliged to deliver to the vendee, if
the latter should demand it, all that may have
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been stated in the contract; but, should this be not
possible, the vendee may choose between a_propor-
tional reduction of the price and the rescission of
the contract, provided that, in the latter case,
the lack in the area be not less than one-tenth
of that stated.

The same shall be done, even when the area is
the same, if any parc of the immovable is not
of the quality specified in the contract.

The rescission, in this case, shall only take place
at the will of the vendee, when the inferior value
of the thing sold exceeds one-tenth of the price
agreed upon.

Nevertheless, if the vendee would not have
bought the immovable had he known of its small-
er area or inferior quality, he may rescind cthe sale.
(14692)

ArT. 1560. If, in the case of the preceding
article, there in a greater area or number in the
immovable than that stated in the contract, the
vendee may accept the area included in the con-
tract and reject the rest. If he accepss the whole
area, he must pay for the same at the contract
rate.  (1470a)

ArT. 1561. The provisions of the two preced-
ing articles shall apply to judicial sales. (n)

ART. 1562.. In the sale of real estate, made for
a2 lump sum and not at the rate of a certain sum
for a unit of measure or number, there shall be
no increase or decrease of the price, although
there be a greater or less area or number than
that stated in the cohtract.

The same rule shall be applied when two or
more immovables are sold for a single price; but
if, besides mentioning the boundaries, which is in-
dispensable in every conveyance of real estate, its
area or number should be designated in the con-
tract, the vendor shall be bound to deliver all that
is included within said boundaries, even when it
exceeds the arca or number specificd in the con-
and, should he not be able to do so, he
shall suffer a reduction in the price, in proportion
to what is lacking in the arca or number, unless
the contract is rescinded because the vendee does
not accede to the failure to deliver what has been
stipulated.  (1471)

T. 1563. The actions arising from articles
1559 and 1562 shall prescribe in six months,
counted from the day of delivery. (1472a)

ART. 1564. If the same thing should have been
sold to differenc vendees, the ownership shall be
transferred to the person who may have first taken
in good faich, if it should be

possession  thercof
movable property.

Should it be immovable property, the ownership
shall belong to the person acquiring it who in
good faich first recorded it in the Registry of
Property.

Should there be no inscription, the ownership
shall pertain to the person who in good faith was
first in the possession; and, in the absence thereof,
to the person who presents the oldest ticle, pro-
vided there is good faith. (1473)

Section  3.—Conditions and Warranties

ArT. 1565. Where the obligation of cither
party to a contract of sale is subject to any con-
dition which 15 not performed, such party may
refuse to procced with the contract ot he may
waive performance of the conditios the other
party has promised that the condition shnuld hap-
pen or be performed, such first mentioned party
may also treat the nonperformance of the condi-
tion as a breach of warranty.

Where the ownership in the thing has not pass-
ed, the buyer may treat the fulfillment by the seller
of his obligation to deliver the same as described
and as warranted expressly or by implication in the
contract of sale as a condition of the obligation of
the buyer to perform his promise to accept and
pay for the thing. (n)

ART. 1566. Any affirmation of fact or any
promise by the seller relating to the thing is an
express warranty if the natural tendency of such
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affirmation or promise is to induce the buyer to
purchase the same, and if the buyer purchases the
thing relying thereon. No szinmtion of the va-
lue of the thing, nor any statement purporting to
be a statement of the seller’s epmnon only, shall
be construed as a warranty, unless the seller made
such affirmation or statement as an expert and it
was relied upon by the buyer. (n

ArT. 1567. In a contract of sale, unless a con-
trary intention appears, there is:

(1) An implied warranty on the parc of “the
seller that he has a right to sell the thing at
the time when the ownership is to pass, and that
the buyer shall from that time have and enjoy
the legal and peaceful possession of the thing;

(2) An implied warranty that the thing shall
be free from any hidden faults or defects, or any
charge or encumbrance not declared or known to
the buyer.

This article shall not, however, be held to ren-
der liable a sheriff, auctioneer, mortgage, pledgec,
or other person professing to sell by virtue of
authority in fact or law, for the sale of a thing
in which a third person has a legal or ecquitable
interest.  (n.
Susskction 1.—Warranty in Case of Eviction

Art. 1568, Eviction shall take place whenever
by a final judgment based on a right prior to the
sale or an act imputable to the vendor, the ven-
dee is deprived of the whole or of a part of the
thing purchased.

The vendor shall answer for the eviction even
though nothing has been said in the contract
on the subject.

The contracting partics, however, may increase,

diminish, or suppress this legal obligation of the
vendor.  (14752)
Ant. 1569. The vendee need not appeal from

the decision in order that the vendor may become
liable for cviction. (n)

ART. 1570. When adverse possession had been
commenced before the sale but the prescriptive pe-
riod is completed after the transter, the vendor
shall not be liable for eviction. (n)

ART. 1571. If the property is sold for nonpay-
ment of taxes duc and not made known to the
vendee before the sale, the vendor is liable for
eviction.  (n)

ArT. 1572. The judgment debtor is also res-
ponsible for eviction in judicial sales, unless it is
otherwise decreed in the judgment. (n)

ART. 1573,

Any stipulation exempting the ven-
dor from the obligation to ‘answer for eviction
shall be viod, if he acted in bad faith.

Art. 1574, If the vendee has remounced the
right to warranty in case of eviction, and eviction
should take place, the vendor shall only pay the
value which the thing sold had ac the time of
the eviction. Should the vendee have made the
waiver with knowledge of the risks of eviction
and assumed its consequences, the vendor shall not
be liable. (1477)

ArT. 1575. When the warranty has been agre-
ed upon or nothing has been stipulated on this
point, in ‘case eviction occurs, the vendee shall
have the right to demand of the vendor:

(1) The return of the value which the thing
sold had at the time of the cviction, be it great-
er or less than the price of the sale;

(2) The income or fruits, if he has been or-
dered to deliver them to the party who won the
suit against him;

(3) The costs of the suit which caused the
cviction, and, in a proper case, those of the suit
brought against the vendor for the warranty;

(4) The cxpenses of the contract, if the vendee
has paid them;

(5) The damages and interests, and ornamental
expenses, if the sale was made in bad faich. (1478)

ART. 1576. Should the vendee lose, by reason
of the eviction, a part of the, thing sold of such
importance, in relation to the whole, that he would
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not have boughe it without said part, he may
demand the rescission of the concract; but with
the obligation to return the thing without other
encumbrances than those which it had when he
acquired it.

He may exercise this right of action, instead of
enforcing the vendor’s liability for eviction.

The same rule shall be observed when two or
more things have been jointly sold for a lump
sum, or for a scparate price for cach of them,
if it should clearly appear that the vendee would

not have purchased one without the other.
(14792)
ARt. 1577. The warranty cannot be enforced

until a final judgment has been rendered, where-
by the vendee loses the thing acquired or a part
thereof. (1480)

Awrr. 1578, The vendor shall not be obliged to
make good the proper warranty, unless he is sum-
moned in the suit for eviction at the instance of
the vendee. (1481a)

ArT. 1579. The defendant vendee shall ask,
within the e fixed in the Rules of Court for
answering the complaint, that the vendor be made
a co-defendant. (1482a)

ARrT. 1580. If the immovable sold should be
encumbered with any non-apparent burden or ser-
vitude, not mentioned in the agreement, of such a
nature that it musc be presumed that cthe vendee
would not have acquired it had he been aware
thereof, he may ask for the rescission of the con-
tract, unless he should prefer the appropriate in-
demnity. Neicher right can be exercised if the non-
apparent burden or servitude is recorded in the
Registry of Property, unless there is an express
warranty that the thing is free from all burdens
and encumbrances.

Within one year, to be computed from the exe-
cution of the deed, the vendee may bring the ac-
tion for rescission, or sue for damages.

One year having elapsed, he may only bring an
action for damages within an equal period, to be
counted from the date on which he discovered the
burden or servitude. (1483a)

Sussection 2.—Warranty Against Hidden Defects
of or Encumbrances Upon the Thing Sold

1581. The vendor shall be responsible for
warranty against the hidden defects which the
thing sold may have, should they render ic unfic
for the use for which it is intended, or should they
diminish its fitness for such use to such an ex-
tent chat, had the vendee been aware thereof, he
would not have acquired it or would have given
a lower price for it; but said vendor shall not
be answerable for patent defects or those whic
may be visible, or for those which are not visible
if the vendee is an expert who, by reason of his

ArT.

trade or profession, should have known them.
(1484a)
ArT. 1582, In a sale of goods, there is an im-

plied warranty or condition as to the quality or
fitness of the goods, as follows:

(1) Where the buyer, expressly or by impli-
cation, makes known to the seller the particular
purpose for which the goods are required, and it
appears that the buyer relies on the seller’s skill
or judgment (whether he be the grower or manu-
facturer or not), there is an implied warranty
that the goods shall be reasonably fit for such pur-
pose;

(2) Where the goods are bought by description
from a seller who deals in goods of that descrip-
tion (whether he be the grower or manufacturer
or not), there is an implied warranty that the
goods shall be of merchantable quality. (n)

Art. 1583, In the case of contract of sale of
a specified article under its patent or other trade
name, there is no warranty as to its fitness for
any particular purpose, unless there is a stipula-
tion to the contrary. (n)

Awr. 1584, An implied warranty or condition
as to the quality or fitness for a particular pur-
pose may be annexed by the usage of trade. (n)

Art. 1585. In the case of a contract of sale
by sample, if the seller is a dealer in goods of that
kind, there is an implied warranty that the goods
shall be free from any defect rendering them un-
merchantable which would not be apparent on rea-
sonable examination of the sample. (n)

ART. 1586, The vendor is responsible to the
vendee for any hidden faults or defects in the
thing sold, even though he was not aware thereof.

This provision shall not apply if the contrary
has been stipulated, and the vendor was not aware
of the hidden faults ‘or defe¢ts in the thing sold.
(1485)

ArT. 1587, In the cases of articles 1581, 1582,
1584, 1585 and 1586, the vendee may elect between
withdrawing from the contract and demanding a
proportionate reduction of the price, with damages
in either case. (1486a)

ArT. 1588. If the thing sold should be lost in
consequence of the hidden faults, and the vendor
was aware of them, he shall bear the loss, and shall
be obliged to return the price and refund the ex-
penses of the contract,with damages. If he was
not aware of them, he shall only return the price
and interest thereon, and reimburse the expenses
of the contract which the vendee might have paid.
(14872)

Art. 1589. If the thing sold had any hidden
faule ac the time of the sale, and should there-
after be lost by a fortuitous event or through the
fault of the vendee, the latter may demand of the
vendor the price which he paid, less the value
which the thing had when it was lost.

If the vendor acted in bad faith, he shall pay
damages to the vendee. (14882)

ART. 1590. The preceding articles of this Sub-
section shall be applicable to judicial sales except
that the judgment debtor shall not be liable for
damages.  (1489a)

ARt 1591, Actions arising from che provisions
of the preceding ten articles shall be barred after
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six_months, from the delivery of the thing sold.
(1490)

ART. 1592, If two or more ainmals are sold
togecher, whether for a lump sum or for a separate
price for cach of them, the redhibitory defect of
one shall only give rise to its redhibition, and not
thae of the others; unless it should appear that
the vendee would not have purchased the sound
animal or animals withou the defective one.

The latter case shall be presumed when a team,
yoke, pair, or set is bought, even if a separate
price has been fixed for each one of the animals
composing the same. (1491)

Awr. 1593, The provisions of the preceding ar-
ticle with respect to the sale of animals shall in
like manner be applicable to the sale of other
things.  (1492)

ART. 1594. There is no warranty against hid-
den defects of animals sold at fairs or at public

auctions, or of livestock sold as condemned.
(1493a)
ArT. 1595, The sale of animals suffering from

contagious diseases shall be void,

sboiicoace ob sale ol hall alsdgha’ ok
if the use or service for which they are acquired
has been stated in the contract, and they are found
to be unfit thercfor. (1494a)

ART. 1596, If the hidden defect of animals,
even in case a professional inspection has been
made, should be of such a nature that expert

knowledge is not sufficient to discover it, the de-
fect shall be considered as redhibitory.

But if the veterinarian, through ignorance or
bad faith, should fail to discover or disclose it,
he shall be liable for damages. (1495)

Art. 1597. The redhibitory action, based on
the faults or defects of animals, must be brought
within forty days from the dace of their deli-
very to the vendee.

This action can only be exercised with respect
to faults and defects which are determined by law
or by local customs. (1496a)

Art. 1598, If the animal should dic within
three days after its purchase, the vendor shall be
liable, if the discase which caused the death existed
at the time of the contract. (1497a)

Art. 1599, If the sale be rescinded, the ainmal
shall be returned in the condition in which it was
sold and delivered, the vendee being answerable for
any injury due to his negligence, and not arising
from the redhibitory fault or defect. (1498)

ARrT.  1600. In the sale of animals wich red-
hibitory defects, the vendee shall enjoy the right
mentioned in article 1587; but he must make use
thereof within the same period which has been
fixed for the exercise of the redhibitory action.
(1499)

ArT. 1601. The form of sale of large cattle
shall be governed by special laws.

(To be Continued)

CHUA LIONG

President

PARACALE LUMBER & HARDWARE CO., INC.

Lumber Dealer & Building Contractor
Office & Yard: 600-611 Soler St., Manila

CHAN TONG
hlanaggr

May 31, 1949

THE LAWYERS JOURNAL

283



	The Lawyers Journal XIV (5) May 31, 1949 44
	The Lawyers Journal XIV (5) May 31, 1949 45
	The Lawyers Journal XIV (5) May 31, 1949 46
	The Lawyers Journal XIV (5) May 31, 1949 47
	The Lawyers Journal XIV (5) May 31, 1949 48
	The Lawyers Journal XIV (5) May 31, 1949 49
	The Lawyers Journal XIV (5) May 31, 1949 50
	The Lawyers Journal XIV (5) May 31, 1949 51
	The Lawyers Journal XIV (5) May 31, 1949 52
	The Lawyers Journal XIV (5) May 31, 1949 53
	The Lawyers Journal XIV (5) May 31, 1949 54
	The Lawyers Journal XIV (5) May 31, 1949 55
	The Lawyers Journal XIV (5) May 31, 1949 56
	The Lawyers Journal XIV (5) May 31, 1949 57

