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### Title:
**Ciriaca Santos vs. Teodorica Duata and The Court of Appeals: An Examination of
Equitable Mortgage Versus Pacto de Retro Sale**

### Facts:
This case revolves around a parcel of land in the Lolomboy Friar Lands Estate, Bulacan,
Philippines, which has been subject to dispute between Ciriaca Santos (later substituted by
her sole heir, Juana Prodon after her death) and Teodorica Duata, the daughter of the
original lessees, Pedro Duata and Epifania Aguilar. Initially, the land was leased by Apolonio
del Mundo and his brother, Dalmacio, which was then sold to the Duata spouses in 1908.
Fast forward to 1933, Ciriaca Santos, together with Petrona Gaanan and Epifania Aguilar,
purchased Lot No. 37 (including the land in question) from the Bureau of Lands. The title
was, for convenience, issued solely under Ciriaca Santos’s name. However, it was agreed
that the Duata spouses held ownership over a portion of this lot, which was solidified when
Epifania Aguilar supposedly sold her interest to Ciriaca Santos in 1938, with a right to
repurchase within a year—a provision never enacted.

The controversy  appealed to  the  Supreme Court  hinged upon the  nature  of  the  1938
agreement between Ciriaca Santos and Epifania Aguilar regarding one-fourth of Lot No. 37.
The initial battle in the Court of First Instance of Bulacan ruled in favor of Ciriaca Santos,
viewing the agreement as a sale. Teodorica Duata then appealed, and the Court of Appeals
reversed the lower court’s decision, interpreting the transaction as an equitable mortgage
instead.

### Issues:
The crux of the legal contention in this Supreme Court decision was whether the document
marked  Exhibit  3,  the  agreement  made  between Ciriaca  Santos  and  Epifania  Aguilar,
constituted a mortgage or a sale with a pacto de retro.

### Court’s Decision:
The Supreme Court  affirmed the Court  of  Appeals’  ruling that  the agreement  was an
equitable mortgage, not a sale with right to repurchase. In its analysis, the Court dissected
the nature of Exhibit 3 in conjunction with the actions and circumstances surrounding its
execution—focusing on the continued possession and payment of land tax by the Aguilar-
Duata  family,  the  inadequacy  of  the  “sale”  price,  and  the  real  intention  behind  the
transaction.  The  Supreme  Court  applied  Article  1602  of  the  New  Civil  Code,  which
presumes a contract to be an equitable mortgage under certain conditions, siding with the
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Court of Appeals in their interpretation and application of the law.

### Doctrine:
The doctrine established in this case is the applicability of Article 1602 of the New Civil
Code, which outlines the conditions under which a contract will be presumed to be an
equitable mortgage. This includes situations where the price is unusually inadequate, the
vendor remains in possession, or where the real intention of the parties is to secure the
payment of a debt or the performance of any other obligation, regardless of the contract’s
nomenclature.

### Class Notes:
1. **Equitable Mortgage vs. Pacto de Retro Sale:** This case illustrates the importance of
examining the true intention behind contractual agreements, beyond the terminology used
by the parties.
2. **Article 1602 of the New Civil Code:** This provision is vital for understanding the
conditions that could reclassify a sale with right to repurchase as an equitable mortgage,
primarily aiming to prevent circumvention of usury laws and protect the real intention of the
parties.
3. **Intention and Circumstance:** The case underscores the principle that the nature of a
contract is determined not merely by its language but by the intention of the parties and the
surrounding circumstances, including acts of ownership like payment of taxes.

### Historical Background:
This  decision  reflects  the  evolving  jurisprudence  on  property  rights  and  contractual
interpretations in the Philippines. It underscores the judiciary’s role in discerning the true
essence of agreements against the backdrop of legal formalities, particularly in land dispute
contexts that date back to early 20th-century transactions. The case also highlights the
preventive measures in the law against potential abuses of contracts of sale with right to
repurchase, adapting to contemporary needs and insights from past legal challenges.


