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### Title: **Filipinas Investment & Finance Corporation v. Ridad**

### Facts:

1. **Transaction and Terms**:
– The spouses Lourdes V.  Ridad and Luis Ridad purchased a Ford Consul sedan from
Supreme Sales & Development Corporation for P13,371.40.
– Upon delivery, they paid P1,160, and the remaining balance of P12,211.50 was payable in
24 equal monthly installments with 12% annual interest.
– To secure the debt, the Ridads executed a promissory note and a chattel mortgage on
March 19, 1964.

2. **Default and Legal Action**:
– The Ridads failed to pay five consecutive installments, leaving a balance of P5,274.53.
– On October 13, 1965, Filipinas Investment & Finance Corporation (assignee of Supreme
Sales & Development Corporation) filed a replevin suit for seizure of the car or recovery of
the unpaid balance.
– The car was seized by the sheriff and given to the appellee.

3. **Extrajudicial Foreclosure**:
– The appellee initiated extrajudicial foreclosure proceedings, resulting in a public auction
sale on December 22, 1965, with the appellee as the highest bidder.

4. **Default Judgment and Relief**:
– The defendants were declared in default for failing to appear in court, and a default
judgment granted the appellee P500 in attorney’s fees, P163.65 for expenses, and costs.

5. **Appeal and Trial Court’s Decision**:
– The Ridads’ appeal resulted in a pre-trial hearing where the Court of First Instance (CFI)
judged that no additional evidence was needed.
– The CFI awarded P300 in attorney’s fees (reduced from P500) and P163.65 for expenses
incurred.

### Issues:

1. **Adequacy of the Decision**:
– Whether the trial court erred in rendering a decision without stating the facts and the law
on which it was based.
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2. **Entitlement to Attorney’s Fees and Expenses**:
– Whether the trial court erred in awarding attorney’s fees and seizure expenses to the
appellee after the foreclosure of the chattel mortgage.

3. **Right to Further Action**:
– Whether the appellee forfeited the right to any further action against the appellants
following the foreclosure and auction of the vehicle as per Article 1484 of the Civil Code.

### Court’s Decision:

1. **Adequacy of the Decision**:
– The Supreme Court held that the trial court’s decision substantially complied with the law
as it referenced the pre-trial order which included significant findings of facts.

2. **Attorney’s Fees and Expenses**:
–  The Supreme Court held that although generally post-foreclosure recovery of  unpaid
balances is not allowed, the expenses and attorney’s fees incurred due to the replevin action
were justified.
– It argued that the replevin was necessary due to the defendants’ unjustifiable refusal to
surrender the vehicle. Hence, such expenses incurred by mortgagee to regain possession
through legal means fall outside Article 1484’s prohibition.

3. **Legal Analysis and Precedents**:
– Referring to Macondray & Co. vs. Eustaquio and other relevant cases, the court reconciled
these doctrines by stating that attorney’s fees and related costs could still be awarded if
they stem directly from the rightful repossession effort.

### Doctrine:

– Under Article 1484 of the Civil Code, once a vendor opts to foreclose a chattel mortgage,
he cannot pursue any further action to recover the unpaid balance.
– However, necessary expenses incurred from legal actions to regain possession of the
chattel, such as proper seizure and reasonable attorney’s fees, can be recovered, reflecting
an equitable interpretation of the law.

### Class Notes:

– **Essential Elements of Chattel Mortgage Foreclosure (Article 1484)**:
1. Vendor has three remedies: performance of the obligation, cancellation of the sale, or
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foreclosure of the chattel mortgage.
2. Upon foreclosure, no further action to recover unpaid balances is permissible.

– **Key Statutory Provisions**:
– **Article 1484, New Civil Code (Recto Law)**:
– Specifies remedies and limitations for vendors in installment sales.
– **Rule 36, Section 1, New Rules of Court**:
– Deals with requirements for trial court decisions, including stating essential facts and law.

– **Doctrine Application**:
– The decision clarifies that while balance recovery post-foreclosure is barred, necessary
expenses from legally mandated actions for repossession (e.g., replevin) are recoverable.

### Historical Background:

This case occurred in the context of protecting the rights of installment buyers under the
Recto Law, which was designed to prevent abuse by sellers who might otherwise exploit
buyers by reclaiming goods upon default and still retaining all payments made plus claiming
additional damages. This law reflects post-war economic efforts in the Philippines to protect
consumers and ensure fairness in financial transactions involving ordinary citizens.


