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**Title:** China Banking Corporation v. Hon. Court of Appeals and Chua

**Facts:**
The case revolves around a property dispute following the execution levies against Alfonso
Roxas Chua due to monetary judgments in favor of two banks – Metropolitan Bank and Trust
Company (Metrobank) and China Banking Corporation (Chinabank). Initially, the property in
question, covered by TCT No. 410603 and owned by spouses Alfonso Roxas Chua and Kiang
Ming Chu Chua, was levied upon execution due to a judgment in favor of Metrobank. A
compromise agreement was reached that the levy would cover only Alfonso’s half share of
the property. Subsequently, Metrobank executed a public auction sale, and a certificate of
sale was issued in its favor.

Before Chinabank proceeded with its own levying for a different monetary judgment against
Alfonso Chua and Pacific Multi Agro-Industrial Corporation, Alfonso assigned his right to
redeem the property to his son, Paulino Roxas Chua, who later redeemed it from Metrobank.
This  assignment  and  redemption  were  annotated  on  the  property’s  title  earlier  than
Chinabank’s levy and certificate of sale in its favor.

Paulino and Kiang Ming Chu Chua filed a case to contest Chinabank’s claims, arguing that
Paulino had a prior and better right over the property due to the earlier annotations. The
Regional Trial Court and the Court of Appeals ruled in favor of Paulino and Kiang Ming Chu
Chua, leading Chinabank to appeal the case to the Supreme Court.

**Issues:**
1. Whether the Assignment of Right to Redeem executed by Alfonso Roxas Chua in favor of
Paulino was done in fraud of creditors.
2. The validity of the levy on execution and certificate of sale in favor of Chinabank.
3. Whether the Court of Appeals had jurisdiction to review the decision.
4. The enforceability of the Supreme Court’s decision to rescind the assignment and validate
Chinabank’s levy and certificate of sale.

**Court’s Decision:**
Upon reconsideration, the Supreme Court set aside its previous decision and affirmed the
Court of Appeals’ ruling with modifications. The Supreme Court found that:
1. The assignment was made in good faith and for valuable consideration, thus not in fraud
of creditors.
2. By the time Chinabank levied on the property, it was already redeemed by Paulino, and
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hence Chinabank could not have acquired Alfonso Roxas Chua’s half-share.
3. The rescission attempted after the lapse of the redemption period and the validation of
Chinabank’s levy and certificate of sale were deemed impracticable.
4. The bizarre scenario of a co-ownership between a bank and a family over a family home
was to be avoided, prompting a liberal construction of the rules towards a fair resolution.

**Doctrine:**
1. Assignments made in good faith for valuable consideration are not presumed fraudulent
despite existing debts or judgments.
2. A judgment creditor acquires only the rights or interests possessed by the judgment
debtor at the time of execution sale.
3.  The  rights  to  redeem  property  sold  at  execution  may  be  transferred,  and  such
transactions, when made in good faith, are protected.

**Class Notes:**
– **Good Faith in Assignments:** Demonstrated by evidence of valuable consideration and
lack of knowledge of the debtor’s other financial obligations.
– **Rights of a Judgment Creditor:** Limited to the debtor’s interest in property at the time
of levy; subsequent valid transactions by the debtor are protected.
– **Redemption Rights:** Can be assigned and executed by successors in interest, including
compulsory heirs.
– **Family Home:** Execution sales and redemption transactions involving family homes are
scrutinized for fairness and to avoid absurd co-ownership situations.

**Historical Background:**
This case illustrates the complexities involved in transactions affecting conjugal properties,
the rights of judgment creditors, and the principle of protecting transactions made in good
faith. It emphasizes the safeguarding of family homes against unfavorable legal outcomes
and highlights the flexibility of legal procedures in achieving just and equitable resolutions.


