G.R. No. 55350. March 28, 1983 (Case Brief / Digest)

**Title: Olimpia Fernandez Vda. de Zulueta vs. Isauro B. Octaviano and Aurelio B.
Octaviano**

**Facts:**

On November 25, 1952, Olimpia Fernandez Vda. de Zulueta, the registered owner of 5.5
hectares of riceland, sold the lot to Aurelio B. Octaviano for P8,600 subject to several
conditions, which included the payment of debts to Maximino Gumayan. Upon fulfilling
these conditions, the sale would be final and absolute. Aurelio also provided Olimpia the
option to repurchase the property between May 1958 to May 1960. The sale deed was
registered, but the repurchase option was not.

Aurelio took possession of the land, and in January 1953, he sued Olimpia, Gumayan, and
the Philippine National Bank to compel delivery of the title. Negotiations for the certificate
failed due to additional debts Olimpia owed in the form of “pagare” receipts. Aurelio then
discussed with Olimpia regarding repurchasing the property but she declined due to
financial constraints, even suggesting Aurelio sell it to someone else.

In 1954, Aurelio sold the property to his brother Isauro for P10,500 (P6,600 to settle the
required debts and P1,486 for the additional loans). Subsequent to this, the title was
transferred to Isauro.

In February 1962, Olimpia, through her lawyer, sought to repurchase the property but
Isauro demanded a higher price. Finally, on October 4, 1971, Olimpia filed a suit for the
recovery of ownership and possession of the subject land, alleging fraud and improper sale
by Aurelio.

**[ssues:**

1. Whether the transaction between Olimpia and Aurelio was an absolute sale or a sale with
a right to repurchase (pacto de retro).

2. Whether Aurelio could validly transfer ownership to Isauro without consolidating the
ownership.

3. Whether Olimpia’s inaction over the years constitutes laches, preventing her from
reclaiming the property.

4. If the proper tender and judicial consignation of the repurchase price was done by
Olimpia.

**Court’s Decision:**
1. ¥*Nature of the Transaction:**
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- The Supreme Court ruled that the transaction was an absolute sale and not a pacto de
retro sale. The repurchase option provided by Aurelio in a separate document does not
constitute a conventional redemption as per Article 1601. The absolute sale was final upon
payment and redemption of the mortgage, and such arrangement stood distinct from
equitable mortgage principles.

2. **Consolidation of Ownership:**

- Since the sale was absolute (not pacto de retro), there was no need for Aurelio to
consolidate ownership before transferring the title to Isauro. By clearing the obligations to
Maximino Gumayan, Aurelio had the right to exercise ownership and sell the property.

3. **Laches:**

- The Court emphasized that Olimpia showed long inaction (about 19 years from the deed of
sale and 17 years from the new title) and did not act within reasonable timeframes expected
of someone asserting ownership rights. Hence, her claim became barred by laches.

4. *Tender and Consignation of Price:**

- Even if it was analyzed as a pacto de retro sale, Olimpia did not perform necessary actions
for redemption timely (tender of the repurchase price) nor did she make a judicial
consignation within the redemption period. Her attempts to repurchase failed to meet legal
compliance which weakened her position.

**Doctrine:**

1. **Absolute Sale vs. Pacto de Retro:** Once an absolute sale is executed, any subsequent
document granting repurchase does not count as conventional redemption but merely an
option to resell.

2. *Laches:** Extended inaction on asserting a legal right can bar claims due to negligence
or delay.

**Class Notes:**

- **Conventional Redemption (Article 1601, Civil Code):** A right reserved by the vendor
concurrently within the sale instrument.

- **Laches:** Legal claim or right is forfeited due to long neglect.

- ¥*Tender and Consignation:** Essential steps are needed to exercise a right to repurchase
legally.

- **Equitable Mortgage Indicators (Article 1602, Civil Code):** Not characterizing the sale
as an equitable mortgage unless supported by stipulated conditions.
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**Historical Background:**

The case reflects the jurisprudential endeavor to clarify property transactions, particularly
distinguishing between absolute sales and conditional sales (pacto de retro). It also
underscores the importance of timely legal actions and adherence to statutory formalities in
property transactions, thereby reinforcing the significance of clear property rights and
registrations in the Philippine legal context.
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