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TEEHANKEE, J.:

In this appeal from a decision of the Court of First Instance, and certified by the Court of Appeals to this Court
upon agreement of the parties as involving only questions of law, we reaffirm the well settled principle that the
rights of a mortgage creditor over the mortgaged properties are superior to those of a subsequent attaching
creditor.

On December 12, 1959, defendant George L. Tunaya had exe-cuted in favor of plaintiffs-appellees a chattel

mortgage covering a "MORRISON" English piano, made in England, Concert model, Serial No. 6079 and a
Frigidaire General Motors Electric Stove with four burners and double oven, bearing Serial No. 21009298, as
security for payment to the plaintiffs-mortgagees of a promissory note in the sum of P1,000.00 executed on the
same date by said defendant Tunaya with his wife, Esperanza N. Angeles. The chattel mortgage deed was duly
inscribed in the Chattel Mortgage Register of Rizal province on December 14, 1959. The promissory note, which
provided for payment of 12% interest per annum and of an additional 15% of the total amount due for attorney's
fees and costs of collection was not paid within the two-months maturity period therein provided.

Meanwhile, defendants-appellants, the Evangelista spouses, obtained on January 4, 1960, a final money judgment
against defendant Tunaya in Civil Case No. 5550 of the Court of First Instance of Rizal. They caused the levy in
execution on personal properties of said defendant Tunaya, including the piano and stove mortgaged to plaintiffs.
The said mortgaged chattels, together with other personal properties of the judgment debtor, were sold at public
auction on June 24, 1960, after the corresponding notice of sheriff's sale, to the defendants-appellants as the
highest bidders for the total sum of P2,373.00. The judgment credit of defendants-appellants, as judgment
creditors in said Civil Case No. 5550, was considered paid up to the said amount and the Sheriff of Rizal issued
the corresponding certificate of salein their favor.

Subsequently, on October 11, 1960, or 8 months after the maturity of Tunaya's promissory note and his having
defaulted in the payment thereof, plaintiffs filed their complaint in the City Court of Manila against Tunaya and
the Evangelista spouses, alleging the above facts and that the Evangelista spouses had refused their demands to
pay the amount due on Tunayas promissory note or to exercise their right of redemption and praying for
judgment, ordering the defendants, jointly and solidarily, to pay them the amounts stipulated on the note, and in
case of the failure to make such payment, to order defendants to deliver to the Sheriff of Manila the mortgaged
chattels for sale at public auction to satisfy their mortgage credit.

The City Court, on November 29, 1960, rendered judgment in favor of plaintiffs against the mortgage debtor,
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Tunaya, on confession of the latter, but granted the motion to dismiss of the defendants Evangelista spouses on
the ground of failure to state a cause of action and dismissed the complaint as against said spouses.

On appeal from the City Court's adverse decision, the court a quo upheld the superior rights of plaintiffs-appellees
as mortgage creditors to the personal properties in question, holding that defendants-appellants, "being subsequent
judgment creditors in another case, have only the right of redemption."[1] It therefore rendered the rendered the
following judgment:

"(1) Ordering defendant George L. Tunaya and spouses Teodora Evangelista and Juan Evangelista, jointly and
solidarily, to pay to plaintiff Alberta B. Cabral and Renato Cabral the sum of P1,000.00, with interest at 12%
per annum, plus the costs of suit and attorney's fees at 15% of the whole amount due confor-mably to the
provisions of the chattel mortgage deed; and

"(2) In the event of their failure to pay, ordering defendants to deliver to the Sheriff of Manila the properties
mortgaged to plaintiffs, for the sheriff to sell the same at public auction to satisfy the judgment debt.

"The counterclaim[2] of defendant Teodora Evangelista and Juan Evangelistais dismissed."[3]

It should be noted that the lower Court rendered its above-quoted judgment only on February 22, 1965, since
defendants-appellants, after the lower court denied their motion to affirm the judgment of the City Court and to
dismiss plaintiffs appeal therefrom, moved further for the remand of the case to the City Court and contested the
lower court's jurisdiction to try the case as in contravention of Rule 40, section 10, of the Rules of Court. Upon
denial by the lower court of their motion for the remand of the case, defendants-appellants filed a petition for
certiorari and prohibition with this Court, docketed as Case L-20416, which writs this Court denied in its decision
of January 30, 1964, holding that "once (defendants-appellants) had assented to the exercise of the court's
jurisdiction, (they) are not permitted thereafter to alter the position thus voluntarily chosen, and to insist once
more that the case be returned to the Municipal Court. Any other rule would alow the parties to confuse and
delay at will the course of litigation."[4]

Defendants-appellants' appeal from the lower court's above-quoted judgment is now before us. In their first four
assignments of error, defendants-appellants claim that their right over the mortgaged chattels as purchasers at the
public sale in execution of their judgment against their debtor, defendant Tunaya, should not be held subordinate
to the mortgage lien of plaintiffs-appellees as mortgagees, by virtue of prescription and laches on the part of said
mortgagees as well as of their having purchased the chattels at a public sheriff's sale. We find no merit in these
contentions. Appellants' contention of prescription is based on a patent misreading of the provisions of section 14
of the Chattel Mortgage Law (Act No. 1508) that "the mortgagee ... may after thirty days from the time of
condition broken, cause the mortgaged property, or any part thereof, to be sold at public auction." It does not
follow from this provision as wrongly contended by appellants, that failure on the part of plaintiffsto immediately
foreclose their chattel mortgage within the 30-day period from February 12, 1960 (when the promissory note
matured) to March 12, 1960, resulted in the prescrip-tion of plaintiff's mortgage right and action. This thirty-day
period is the minimum period after violation of the mortgage condition for the mortgage creditor to cause the sale
at public auction of the mortgaged chattels, with at least ten days notice to the mortgagor and posting of public
notice of the time, place and purpose of such sale, and is a period of grace for the mortgagor, who has no right of
redemption after the sale is held, to discharge the mortgage obligation.[5] The prescription period for recovery of
movables for foreclosure purposes such as in the present case is eight years as provided in Article 1140 of the
Civil Code,[6] and here plaintiffs had timely filed their action within 8 months from the mortgage debtor's default.
By the same token, neither could lathes properly be imputed against plaintiffs, who filed their action promptly
after they had been advised by their debtor, defendant Tunaya, of the public auction sale on June 24, 1960 of the
chattels at the instance of defendants-appellants as his judgment creditors.[7]
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Defendants-appellants' purchase of the mortgaged chattels at the public sheriff's sale and the delivery of the
chattels to them with a certificate of sale did not give them a superior right to the chattels as against
plaintiffs-mortgagees. Rule 39, section 22 of the old Rules of Court (now Rule 39, section 25 of the Revised
Rules), cited by appellants precisely provides that "the sale conveys to the purchaser al the right which the debtor
had in such property on the day the execution or attachment was levied.” It has long been settled by this Court that
"The right of those who so acquire said properties should not and can not be superior to that of the creditor who
has in his favor an instrument of mortgage executed with the formalities of the law, in good faith, and without the
least indication of fraud. This is all the more true in the present case, because, when the plaintiff purchased the
automobile in question on August 22, 1933, he knew; or at least, it is presumed that lie knew, by the mere fact that
the instrument of mortgage, Exhibit 2, was registered in the office of the register of deeds of Manila, that said
automobile was subject to a mortgage line. In purchasing it, with full knowledge that such circumstances existed,
it should be presumed that he did so, very much willing to respect the lien existing thereon, since he should not
have expected that with the purchase, he would acquire a better right than that which the vendor then had."[8] In
another case between two mortgagees, we held that "As between the first and second mortgagees, therefore, the
second mortgagee has at most only the right to redeem, and even when the second mortgagee goes through the
formality of an extragjudicia foreclosure, the purchaser acquires no more than the right of redemption from the
first mortgagee."[9] The superiority of the mortgagee's lien over that of a subsequent judgment creditor is now
expressly provided in Rule 39, section 16 of the Revised Rules of Court, which states with regard to the effect of
levy on execution as to third persons that "The levy on execution shal create a lien in favor of the judgment
creditor over the right, title and interest of the judgment debtor in such property at the time of the levy, subject to
liens or incumbrances then existing.”

In the fifth assignment of error, appellants contend that the lower court erred in ordering them to pay solidarily
with defendant Tunaya the amount clue on Tunaya's note in favor of plaintiffs, and in the event of their failure to
pay, to deliver the chattels to the Sheriff for sale at public auction. Article 559 of the Civil Code providing that “If
the possessor of a movable lost or of which the owner has been unlawfully deprived, has acquired it in good faith
at a public sale, the owner cannot obtain its return without reimbursing the price paid therefor. x x" cited by
appellants has no application in the present case, for as pointed above, they acquired the chattels subject to the
existing mortgage lien of plaintiffs thereon. Appellants state in their brief that they paid for the chattels the
amount of P2,373.00.[10] As pointed out by appellees, the record shows that defendants-appellants had disposed
of the mortgaged chattels "to other persons at a discounted rate'[11] and had, therefore, appropriated the same as
if the chattels were of their absolute ownership, in complete derogation of plaintiffs superior mortgage lien and in
disregard of plaintiffs demands to them prior to the filing of their complaint on October 11, 1960, to pay or
exercise their right of redemption. Appel-lants by their act of disposition of the mortgaged chattels, whose value
were admittedly more than adequate to secure Tunaya's mortgage obligation, have thus practically nullified
plaintiffs superior right to foreclose the mortgage and collect the amount clue them. Considering the long period
that has elapsed since October 11, 1960 when plaintiffs tried to enforce their claim and defendants-appellants
adamant resistance thereof and unjust refusal to recognize plaintiffs clearly superior right to the chattels, which
appellants admittedly disposed of without lawful right to other unknown persons obviously to defeat plaintiffs
rights over the same, we are satisfied that justice and equity justify the lower court's judgment holding the
defendants-appellants solidarily liable for the amount due plaintiffs-appellees.

WHEREFORE, the lower Court's judgment ordering defendant Tunaya and the defendants-appellants Teodora
Evangelista, jointly and solidarity, to pay plaintiffs the sum of P1,000.00 with interest at 12% per annum, plus the
costs of suit and attorney's fees at 15% of the whole amount due, conformably to the provisions of the chattel
mortgage deed, modified so as to expressly provide that the interest accrues from the date of the execution of the
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promissory note on December 12, 1959, is hereby affirmed. As the chattels have been disposed of to unknown
per-sons, Paragraph 2 of the dispositive part of the judgment providing for the delivery to the Sheriff of the
mortgaged chattels in the event of defendants failure to pay the judgment is eliminated. No pronouncement as to
costs.

Concepcion, C.J.,, Reyes, JB.L., Dizon, Makalintal, Sanchez, Castro, Fernando, Capistrano, and Barredo, JJ.,
concur.
Zddivar, J., did not take part.

[1] Rec. on Apped, p. 43.

[2] For moral and compensatory damages and attorney's fees.

[3] Rec. on Appedl, pp. 43-44.

[4] Juan N. Evangelistaet al. vs. Hon. Luis B. Reyes, etc. et a., 10 SCRA, 55; Record on Appeal, pp. 34-38.

[5] In real estate mortgages, this grace period is 90 days from receipt of the foreclosure order, Rule 68, section 3,
Rules of Court.

[6] Assuming that the 10-year prescription period for a mortgage action in Art. 1142 of the Civil Code is
applicable only to real estate mortgages.

[7] T.S.N., pp. 6-7.

[8] Ong Liong Tiak vs. Luneta Motor Co., 66 Phil. 459, 462-463; See also Givante vs. Republic Saving Bark,
L-29696, Nov. 29, 1968; Dumlao vs. Domingo, L 718835, April 29, 1963.

[9] Tizon vs. Valdez 48 Phil., 910, 916.
[10] Appellants Brief, pp. 13-14.
[11] Rec. on Appedl, p. 23.

© 2026 batas.org - Philippine Bar Review & Law-School Companion Page 4 of 5
Turn this case into an audio lecture - facts, issues, ruling and doctrine - at batas.org



BATAS.org - Philippine Law Library G.R. No. L-26860. July 30, 1969

Study smarter at BATAS.org

The Philippine bar review and law-school companion built around how your brain actually remembers.

The complete Philippinelaw library - freefor everyone.

More than 100,000 Supreme Court decisions, Republic Acts, and executive issuances - full-text searchable, browsable
by category and year, and always free. No paywall, no login. This PDF came fromit.

Audio case-brief lectures.

Any decision becomes a podcast-style lecture - facts, issues, ruling, and doctrine - with read-along highlighting and a
hands-free presentation mode. Study while commuting, working out, or resting your eyes.

Bar review built on the science of memory.

Complete, sequenced courses for al eight bar subjects, narrated like podcasts and reinforced with retrieval practice and
spaced review - the study techniques with the strongest evidence behind them.

Thefull law-school curriculum.

One subscription unlocks the entire J.D. curriculum - every subject, every lesson, with your progress tracked down to
the paragraph so you can pick up exactly where you left off, on any device.

Mock examsthat tell you whereyou stand.

Timed multiple-choice exams graded instantly, with per-subject score breakdowns and focus suggestions that point you
at your weakest topics first.

A study planner that keepsyou on pace.

Set your schedule and BATAS tells you every day whether you are on track for bar day - and exactly which lesson to
take next.

Start free at https://batas.org

The law library is free forever - and your first lesson is one click away.

The text of this document is an official public record and remains in the public domain. Formatting, presentation, and compilation © 2026
batas.org.

Downloaded free from the batas.org Law Library. Share it freely - the library is free for every law student, bar reviewee, and practitioner.

© 2026 batas.org - Philippine Bar Review & Law-School Companion Page 5 of 5
Bar review courses, mock exams and a study planner that keeps you on pace - batas.org



