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PERALTA, J..

This is a Petition for Review which petitioners Kabisig Real Wealth
Dev., Inc. and Fernando C. Tio filed assailing the Court of Appeals (CA4)
Decision' dated June 28, 2013 and Resolution® dated March 28, 2014 in CA-
G.R. CV No. 02945, affirming the Decision of the Regional Trial Court

(RTC) of Cebu City, Branch 12, dated July 31, 2008 in Civil Case No. CEB-
27950.

The following are the pertinent antecedents of the case, as shown by
the records:

Sometime in April 2001, Kabisig Real Wealth Dev., Inc. (Kabisig),
through Ferdinand Tio (7io), contracted the services of Young Builders
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Corporation (Young Builders) to supply labor, tools, equipment, and
materials for the renovation of its building in Cebu City. Young Builders
then finished the work in September 2001 and billed Kabisig for
P4,123,320.95. However, despite numerous demands, Kabisig failed to pay.
It contended that no written contract was ever entered into between the
parties and it was never informed of the estimated cost of the renovation.
Thus, Young Builders filed an action for Collection of Sum of Money
against Kabisig.

On July 31, 2008, the RTC of Cebu City rendered a Decision finding
for Young Builders, thus:

WHEREFORE, judgment is hereby rendered ordering the
defendants to pay plaintiff £4,123,320.95 representing the value of
services rendered and materials used in the renovation of the building of
defendant Kabisig Real Wealth Dev., Inc. into a restaurant of defendant
Ferdinand Tio, by way of actual damages, plus 12% per annum from
September 11, 2001 until it is fully paid. Costs against defendants.

SO ORDERED.?

Therefore, Kabisig elevated the case to the CA. On June 28, 2013, the
appellate court affirmed the RTC Decision, with modification, viz.:

WHEREFORE, foregoing premises considered, the Decision
dated July 31, 2008 rendered by the Regional Trial Court of Cebu City,
Branch 12 in Civil Case No. CEB-27950 is hereby AFFIRMED with
MODIFICATION, deleting the award for actual damages. As modified,
the defendants Kabisig Real Wealth Dev., Inc. and Ferdinand Tio are
ordered to jointly pay the plaintiff Young Builders Corporation Two
Million Four Hundred Thousand (£2,400,000.00) Pesos as
TEMPERATE DAMAGES for the value of services, rendered and
materials used in the renovation of defendants-appellants building. In
addition, the total amount adjudged shall earn interest at the rate of 12%

per annum from September 11, 2001, until it is fully paid. Costs against
defendants.

SO ORDERED.*

Subsequently, Young Builders and Kabisig moved for
reconsideration, but both were denied by the CA.’

Hence, Kabisig filed the instant petition.

’ 1d. at 29.
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The sole issue is whether or not Kabisig is liable to Young Builders
for the damages claimed:

Under the Civil Code, a contract is a meeting of minds, with respect to
the other, to give something or to render some service. Article 1318 reads:

Art. 1318. There is no contract unless the following requisites concur:
(1) Consent of the contracting parties;
(2) Object certain which is the subject matter of the contract; and
(3) Cause of the obligation which is established.

Accordingly, for a contract to be valid, it must have the following
essential elements: (1) consent of the contracting parties; (2) object certain,
which is the subject matter of the contract; and (3) cause of the obligation
which is established. Consent must exist, otherwise, the contract is non-
existent. Consent is manifested by the meeting of the offer and the
acceptance of the thing and the cause, which are to constitute the contract.
By law, a contract of sale, is perfected at the moment there is a meeting of
the minds upon the thing that is the object of the contract and upon the price.
Indeed, it is a consensual contract which is perfected by mere consent.’

Through the testimonies of both Young Builders’ and Kabisig’s
witnesses, Tio commissioned the company of his friend, Nelson Yu, to
supply labor, tools, equipment, and materials for the renovation of Kabisig’s
building into a restaurant. While Tio argues that the renovation was actually
for the benefit of his partners, Fernando Congmon, Gold En Burst Foods
Co., and Sunburst Fried Chicken, Inc., and therefore, they should be the ones
who must shoulder the cost of the renovation, said persons were never
impleaded in the instant case. Moreover, all the documents pertaining to the
project, such as official receipts of payment for the building permit
application, are under the names of Kabisig and Tio.

Further, Kabisig’s claim as to the absence of a written contract
between it and Young Builders simply does not hold water. It is settled that
once perfected, a contract is generally binding in whatever form, whether
written or oral, it may have been entered into, provided the aforementioned
essential requisites for its validity are present.” Article 1356 of the Civil
Code provides: -

Art. 1356. Contracts shall be obligatory in whatever form they may

have been entered into, provided all the essential requisites for their
validity are present.

XXXX
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There is nothing in the law that requires a written contract for the
agreement in question to be valid and enforceable. Also, the Court notes
that neither Kabisig nor Tio had objected to the renovation work, until it was
already time to settle the bill.

Likewise, the appellate court aptly reduced the amount of damages
awarded by the RTC. Under Article 2199 of the Civil Code, actual or
compensatory damages are those awarded in satisfaction of, or in
recompense for, loss or injury sustained. They proceed from a sense of
natural justice and are designed to repair the wrong that has been done, to
compensate for the injury inflicted. They either refer to the loss of what a
person already possesses (dafio emergente), or the failure to rece1ve as a
benefit that which would have pertained to him ({ucro cesante),® as in this
case.

For an injured party to recover actual damages, however, he is
required to prove the actual amount of loss with reasonable degree of
certainty premised upon competent proof and on the best evidence available.
The burden of proof is on the party who would be defeated if no evidence
would be presented on either side. He must establish his case by a
preponderance of evidence, which means that the evidence adduced by one
side is superior to that of the other. In other words, damages cannot be
presumed and courts, in making an award, must point out specific facts that
could afford a basis for measuring compensatory damages. A court cannot
merely rely on speculations, conjectures, or guesswork as to the fact and
amount of damages as well as hearsay or uncorroborated testimony whose
truth is suspect. A party is entitled to adequate compensation only for such
pecuniary loss actually suffered and duly proved. Indeed, to recover actual
damages, the amount of loss must not only be capable of proof but must
actually be proven with a reasonable degree of certainty, premised upon
competent proof or best evidence obtainable of its actual amount.” Here, the
evidence reveals that Young Builders failed to submit any competent proof
of the specific amount of actual damages being claimed. The documents
submitted by Young Builders either do not bear the name of Kabisig or Tio,
their conformity, or signature, or do not indicate in any way that the amount
reflected on its face actually refers to the renovation project.

Notwithstanding the absence of sufficient proof, Young Builders still
deserves to be recompensed for actually completing the work. In the
absence of competent proof on the amount of actual damages, the courts
allow the party to receive temperate damages. Temperate or moderate
damages, which are more than nominal but less than compensatory damages,

8 PNOC Shipping and Transport Corporation v. C4, G.R. No. 107518 October 8, 1998, 297 SCRA
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may be recovered when the court finds that some pecuniary loss has been
suffered but its amount cannot, from the nature of the case, be proved with
certainty.'’

To determine the compensation due and to avoid unjust enrichment
from resulting out of a fulfilled contract, the principle of quantum meruit
may be used. Under this principle, a contractor is allowed to recover the
reasonable value of the services rendered despite the lack of a written
contract. The measure of recovery under the principle should relate to the
reasonable value of the services performed. The principle prevents undue
enrichment based on the equitable postulate that it is unjust for a person to
retain any benefit without paying for it. Being predicated on equity, said
principle should only be applied if no express contract was entered into, and
no specific statutory provision was applicable.'!

The principle of quantum meruit justifies the payment of the
reasonable value of the services rendered and should apply in the absence of
an express agreement on the fees. It is notable that the issue revolves around
the parties’ inability to agree on the fees that Young Builders should receive.
Considering the absence of an agreement, and in view of the completion of
the renovation, the Court has to apply the principle of quantum meruit in
determining how much is due to Young Builders. Under the established
circumstances, the total amount of 22,400,000.00 which the CA awarded is
deemed to be a reasonable compensation under the principle of quantum

meruit since the renovation of Kabisig’s building had already been
completed in 2001."

Finally, the rate of interest should be modified. When the obligation
is breached, and it consists in the payment of a sum of money, as in this
case, the interest due should be that which may have been stipulated in
writing. In the absence of stipulation, the rate of interest shall be 12%, later
reduced to 6%," per annum to be computed from default, i.e., from judicial
or extrajudicial demand, subject to the provisions of Article 1169'* of the

Republic v. Mupas, G.R. No. 181892, September 8, 2015.

- Zternational Hotel Corporation v. Joaquin, G.R. No. 158361, April 10, 2013.
Effective starting on July 1, 2013, pursuant to Bangko Sentral ng Pilipinas Circular No. 799,
Series 0of 2013; Nacar v. Gallery Frames, G.R. No. 189871, August 13, 2013, 703 SCRA 439, 457-458.

! Art. 1169. Those obliged to deliver or to do something incur in delay from the time the obligee
Jjudicially or extrajudicially demands from them the fulfillment of their obligation.

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

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

(2) When from the nature and the circumstances of the obligation it appears that the
designation of the time when the thing is to be delivered or the service is to be rendered

was a controlling motive for the establishment of the contract; or

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

power to perform.
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Civil Code. Here, the records would show that Young Builders made the
demand on September 11, 2001. Also, the rate of legal interest for a
judgment awarding a sum of money shall be 6% per annum from the time
such judgment becomes final and executory until its satisfaction, this interim
period being deemed to be by then an equivalent to a forbearance of credit."

WHEREFORE, PREMISES CONSIDERED, the Court
DISMISSES the petition for lack of merit and AFFIRMS the Decision of
the Court of Appeals dated June 28, 2013, and its Resolution dated March
28, 2014, in CA-G.R. CV No. 02945, with MODIFICATION as to the
interest which must be twelve percent (12%) per annum of the amount
awarded from the time of demand on September 11, 2001 to June 30, 2013,
and six percent (6%) per annum from July 1, 2013 until its full satisfaction.

SO ORDERED.

DIOSDADO PERALTA
Associate Yustice

WE CONCUR:

Codtn |

ANTONIO T. CARPIO
Associate Justice
Chairperson

JOSE CATRAL MENDOZA _MARVI€ M.V.F. LEONEN

Associate Justice

FRANCIS H. EZA

Associate Justice

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 incumbent upon him. From the moment one of the parties fulfills
his obligation, delay by the other begins.

13 Nacar, supra note 13.
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ATTESTATION

I attest that the conclusions in the above Decision had been reached in
consultation before the case was assigned to the writer of the opinion of the

Court’s Division.

ANTONIO T. CARPIO
Associate Justice
Chairperson, Second Division

CERTIFICATION

Pursuant to Section 13, Article VIII of the Constitution and the
Division Chairperson’s Attestation, I certify that the conclusions in the
above Decision had been reached in consultation before the case was
assigned to the writer of the opinion of the Court’s Division.

Wmm

MARIA LOURDES P. A. SERENO
Chief Justice



