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Title: United Coconut Planters Bank vs. Spouses Samuel and Odette Beluso

Facts:
The case involves a dispute between United Coconut Planters Bank (UCPB) and Spouses
Samuel and Odette Beluso over the validity of interest rates applied to credit facilities
extended by UCPB to the Belusos, the subsequent foreclosure of properties mortgaged to
UCPB, and violations of the Truth in Lending Act. Initially, UCPB granted a credit line to the
Belusos up to P1.2 million, which was later increased to P2.35 million, secured by real
estate mortgages. The Belusos availed of the credit line through several promissory notes
with interest rates ranging from 18% to 34%. Despite partial payments, the Belusos were
unable to fully settle their obligations, leading UCPB to demand payment and eventually
foreclose the mortgaged properties. The Belusos then filed a case with the RTC of Makati
City for the annulment of the interest rates and the foreclosure, claiming the interests were
void and that they were not in default since the demanded amount was excessive. The RTC
ruled in favor of the Belusos, a decision affirmed by the Court of Appeals. UCPB brought the
case to the Supreme Court via a Petition for Review on Certiorari.

Issues:
1. The validity of the interest rates agreed upon between UCPB and the Belusos.
2. The correctness of the RTC’s computation of the Belusos’ indebtedness.
3. The annulment of the foreclosure sale based on an alleged “incorrect computation” of the
Belusos’ indebtedness.
4. UCPB’s liability under the Truth in Lending Act.
5. The allegation of forum shopping by the Belusos.

Court’s Decision:
The Supreme Court largely affirmed the Court of Appeals’ decisions but modified some
aspects regarding the computation of the Belusos’ liability. It held that the interest rates
based on the discretion of the UCPB were void for violating the principle of mutuality in
contracts. The computation of the indebtedness was corrected to include a legal interest
rate of 12% per annum from the date of demand and a 12% penalty per annum, minus the
payments made by the Belusos.  The foreclosure was deemed valid,  and a penalty was
imposed for UCPB’s violation of the Truth in Lending Act. Claims of forum shopping were
dismissed,  with  the  Supreme  Court  highlighting  procedural  propriety  in  the  Belusos’
actions.

Doctrine:
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The case reiterated the doctrine on the principle of mutuality of contracts, stating that a
contract’s validity or compliance cannot be left to the will of one of the parties alone. It also
underscored the provisions of  the Truth in Lending Act,  emphasizing the need for full
disclosure of the true cost of credit to protect consumers.

Class Notes:
– Principle of Mutuality: Contracts must bind both parties equally, and their validity cannot
depend solely on the will of one party.
– Truth in Lending Act: Requires full disclosure of credit terms to protect consumers from
hidden costs and unfair practices.
– Legal Interest and Penalties: In absence of a stipulated interest rate, a 12% legal interest
per annum applies, along with a reasonable penalty for default, subject to court assessment
for fairness.
– Foreclosure Validity: Foreclosure proceedings are valid as long as there is a default and
the due process is observed, notwithstanding disputes on the amount owed.
– Forum Shopping: Filing multiple cases for the same cause among the same parties in
different venues can be justifiable, provided the procedural rules and intent are proper.

Historical Background:
This case reflects the judicial scrutiny applied to financing agreements and the enforcement
of securities like real estate mortgages in the Philippines. It highlights the balance courts
strive to maintain between enforcing contractual obligations and protecting borrowers from
unreasonable  and  unclear  credit  terms.  The  development  also  illustrates  the  evolving
interpretation of consumer protection laws, like the Truth in Lending Act, in the context of
commercial transactions.


