G.R. No. 137792. August 12, 2003 (Case Brief / Digest)

### Title
**Spouses Rosales vs. Spouses Suba: A Study on the Nature of Equitable Mortgages and
Redemption Rights**

### Facts

This legal matter initiated from two civil cases (Nos. 94-72303 and 94-72379) adjudicated by
the Regional Trial Court (RTC), Branch 13, Manila on June 13, 1997. It declared certain
deeds affecting property as equitable mortgages rather than absolute sales, establishing the
obligation of the Spouses Ricardo Rosales and Erlinda Sibug to settle a specified amount
with Felicisimo Macaspac and Elena Jiao. Upon non-fulfillment of this obligation within the
stipulated 90 days post the finality of the RTC’s decision, Macaspac sought execution via the
court, which the petitioners (Spouses Rosales) opposed.

Amid disputes over the judgment debt’s correct calculation, the property was auctioned,
leading to its sale to the Spouses Alfonso and Lourdes Suba, the respondents herein.
Despite the Rosales’ legislative efforts to contest the sale and seek recalculations of the
debt, their motions were unsuccessful, both in the trial and appellate levels. The procedural
journey culminated in the issuance of a writ of possession in favor of the Subas, solidifying
their ownership, a decision ultimately challenged in the Supreme Court.

### Issues

1. Whether the RTC’s execution of judgment by way of auction sale adhered to the correct
legal procedures, considering the petitioner’s contention of an “unsecured loan.”

2. The legal standing of the petitioner’s “right of redemption” in the context of a judicial
foreclosure as opposed to an extrajudicial one.

3. Whether equitable mortgages are subject to the same redemption rights as other forms of
mortgages, specifically focusing on the allocation of “equity of redemption.”

### Court’s Decision

The Supreme Court upheld the decisions made by the lower courts, finding no merit in the
petitioner’s arguments. The Court reiterated that an equitable mortgage, by nature,
conferred security upon real property for a debt and thus was subject to the laws governing
foreclosures rather than unsecured debts. Addressing each issue raised, the Court firmly
stated:

- The respondents lawfully acquired the property through a legal auction, following the
failure of the petitioners to settle the debt.

- The petitioners did not possess a right of redemption as traditionally understood in
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extrajudicial foreclosures because the property in question was judicially foreclosed.

- The principle of “equity of redemption” was explained as the right of the petitioner to
extinguish the mortgage and reclaim property ownership by fully settling the debt before
the confirmation of the foreclosure sale. The Court emphasized that the petitioners were
given ample opportunity to exercise this equity but failed to do so.

### Doctrine

The Supreme Court reasserted two key doctrines in this case:

1. *Equitable Mortgages**: Defined as arrangements that, despite lacking in formalities,
clearly intend to charge real property as security for a debt.

2. **Rights of Redemption in Judicial Foreclosures**: The ruling clarified that there is no
right of redemption in judicial foreclosures except in instances involving the Philippine
National Bank or banking institutions, distinguishing between the right and the equity of
redemption.

### Class Notes

- *Equitable Mortgage**: Identified through the intent to secure a debt with real property,
regardless of formal deficiencies. Critical elements include the clear intention to secure a
debt and the property’s designation as collateral.

- *Judicial vs. Extrajudicial Foreclosure**: Understanding the distinction is vital; judicial
foreclosures do not generally afford a right of redemption but allow for an equity of
redemption before the court confirms the sale.

- **Right vs. Equity of Redemption**: The right of redemption refers to a statutory period
post-foreclosure sale wherein the debtor can reclaim the foreclosed property by paying the
full debt. Equity of redemption, alternatively, exists only before the foreclosure sale is
confirmed by the court.

### Historical Background

This case mirrors the legal complexities surrounding foreclosure proceedings and the rights
of mortgagors versus mortgagees in the Philippines. The distinction between equitable and
real estate mortgages, alongside the different treatments of judicial and extrajudicial
foreclosures, highlights the nuanced legal framework designed to balance the interests of
both parties involved in property security agreements.

© 2024 - batas.org | 2



