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INTING, J.:

This is an appeal from the May 21, 2010 Decision[1] of the Regional Tria Court, Branch 22, Pagadian City in
Civil Case No. 3565 for collection of money and damages, the dispositive portion of which reads:

"WHEREFORE, JUDGMENT is hereby rendered declaring defendant Netche R. David liable to pay the
plaintiff the sum of TWO HUNDRED NINETEEN THOUSAND THREE HUNDRED FORTY PESOS
(P219,340.00) with interest thereon at the legal rate computed from the commencement of this action until the
same shall have been fully paid. Said defendant is hereby further ordered to pay the plaintiff the sum of
P50,000 as moral damages and the cost of this suit.

SO ORDERED."
The facts of the case are as follows:

Herein plaintiff Leopoldo Sarsalejo averred that defendant Netche R. David, with the knowledge of her spouse
Cerilo David, obtained loans from him on February 13,15, 17, 18, 20, 22, 23, 24, 25 and 27, 1994; and on March
1,4,6,7,9, 12, 13, 15, 18, 20, 21 and 23 of even year amounting to a total of 310,200.00. Both parties allegedly
agreed that the loans were to bear an interest of P13.50 per P100.00 payable in 40 days with the installments to be
paid daily. On April 5, 7, 9, 11, 19, 25 and 28, Mrs. David was able to pay P1,000.00, P530.00, P155.00, P510.00,
P2,000.00, P500.00 and P370.00, respectively. Additional payments of P416.00, P365.00, P310.00, P300.00,
P305.00, P305.00 and P310.00 were made on May 3, 5, 9, 23, 30, June 9 and 16, correspondingly. However, Mrs.
David thereafter defaulted in paying her due accounts and despite repeated demands by the plaintiff, she still
refused to pay. The parties met before the barangay officials for possible conciliation but it was in vain. During
that confrontation, plaintiff claimed that Mrs. David admitted being indebted to him. The plaintiff later learned
that the money borrowed by Mrs. David was used by her for the construction of their house and other family
expenses. Since Mrs. David's alleged loan remained unpaid, the plaintiff filed a complaint on October 11, 1994
for collection of money and damages.[2]

In their Answer,[3] the defendants admitted the existence of the loans but denied that they were theirs. Mrs. David
claimed that she worked as a collector for the plaintiff on his lending business and that the amounts he was
demanding from her were accounts from several of the plaintiff’s clients and not hers. She also stated that the
plaintiff has been charging an exorbitant interest of 20% on the loans. She added that she had aready turned over
all her collections to the plaintiff. Mr. David denied being aware of any loan incurred by his wife and averred that
their house was financed by his PAG IBIG loan which he was still paying through payroll deductions.

During tria, the plaintiff testified that Mrs. David approached him about three (3) to four (4) times to apply for a
loan. During that time, he still had no funds until February 13, 1994 when he eventualy loaned P13,200.00 to
Mrs. David. Their agreement was that the loan will be paid in installments every day for 40 days. Thereafter, Mrs.
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David continued to borrow money from him until he was able to lend her a total of 24 loans amounting to about
P220,000.00 including the interest which was pegged at P13.50 per P100.00. Mrs. David's obligations were
written in a notebook where her signature appears after the amount loaned signifying that she has received it
except for the loan she made on March 25, 1994 for P18,000.00 which was not acknowledged receipt by her. At
first, Mrs. David religiously paid her due obligations until March 12, 1994 when she stopped paying.
Nevertheless, plaintiff continued to lend Mrs. David the money because she told him that she has time deposits
that would cover the payment for the loans. Still, Mrs. David continued to miss her payments despite the demands
made by the plaintiff. The plaintiff maintains that before the barangay officias, Mrs. David admitted her debts
and offered to pay them at P1,000.00 per month but he refused. The plaintiff clarified that he is not involved in
any lending business and that he only extended the loan to Mrs. David because she was a friend and neighbor.[4]

On his cross-examination, the plaintiff explained that he till lent Mrs. David the money despite her defaults
hoping she will eventually pay. Again, he reiterated that he is engaged in buy and sell of tobacco and not in
lending but he averred that in March 25, 1994, he learned that Mrs. David was lending the money she owed him
to other persons at a higher interest. Consequently, he no longer allowed Mrs. David to borrow money from him
and just told her to collect so that she would be able to pay him.[5]

To corroborate the plaintiff’s claim in so far as Mrs. David borrowed money from him is concerned, Norma
Aballe, the plaintiff’s neighbor, was presented. She deposed that she heard Mrs. David and the plaintiff talking on
the latter’ s balcony. She was also at her balcony at that time attending to her sari-sari store, which was only about
a meter away from the plaintiff’s balcony, when she overheard Mrs. David trying to borrow money from the
plaintiff. She saw Mrs. David visit the plaintiff twice.[6]

Likewise presented for the plaintiff was the latter’ s boarder Marilou Cadungog who attested that Mrs. David used
to pay her debts to the plaintiff through alittle girl. On some occasions she would be in the house when the little
girl paid the plaintiff money which according to the girl came from Mrs. David. She specifically remembered the
child deliver Mrs. David's payment on April 5, 7 and 9, 1994. After the child turned over the money to the
plaintiff, she would sign in a small notebook. Aside from that girl, nobody else went to the house to pay anything
to the plaintiff.[7]

On the other hand, Mrs. David avowed that she was the plaintiff’s collector since 1993. They verbally agreed that
she was to collect the loan payments made by the plaintiff’s customers every after school hours since she was an
elementary public school teacher. The plaintiff would just wait for her remittances at Mrs. Aspera’ s house, which
was located in front of the school where she was teaching. After every remittance, she would let the plaintiff sign
her notebook. Aside from collecting for the plaintiff, she would sometimes deliver the money to the borrowers
who would then sign a piece of paper signifying receipt of the loaned amount. In exchange for her services, the
plaintiff would give her snacks or a meager amount of P20.00 or P10.00 per day. She admitted having aloan from
one Mr. Pamaran but she denied borrowing any money from the plaintiff because she knows she has no money to

pay him.[8]

On her cross-examination, Mrs. David did not deny having a loan of P79,000.00, which was obtained from one
Mr. Pamaran and not with the plaintiff, way back in 1983. She explained that her notebook did not contain the
names of the debtors from whom she collected the payments since the plaintiff already knew who they were. She
would only dictate to the plaintiff the names of those who failed to pay for the day and that was enough. Since
1993, Mrs. David recalled the plaintiff having about 20 to 30 customers; and that despite the number, she did not
list down their names but merely made verbal reports.[9] She claimed that the plaintiff did not also give her the
list of the names of the debtors but only informed her verbaly. The plaintiff provided her with a notebook
containing the list of the amounts borrowed and she had the plaintiff sign thislist after every remittance she made.
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She felt no need to make a list of those who paid as almost all the customers pay their daily installments; and that
she makes the reports to the plaintiff immediately every day albeit only orally. She accepted the job and was
contented despite the very low pay because she needed extraincome. She also claimed that on April 5, 1994, she
was able to collect P81,000.00 for the two weeks the plaintiff was in Cebu to attend his grandson’s graduation.
From that collection, she was able to lend money to those who finished paying their dues per authorization from
the plaintiff.[10] Out of the P81,000.00, she was able to remit about P10,000 as part thereof was aready given to
those who loaned again.[11] As practiced, she did not list the names of those who took the loan but just
memorized them and informed the plaintiff later. Five (5) out of the 20 customers borrowed money from her
while the plaintiff was away.[12]

Paulina Ortiz and Carolina Marafiag were presented to support the defendants' asseverations.

Ortiz was informed by one Mrs. Geraldizo to meet up with Mrs. David because the latter can accompany her to
the plaintiff who could lend her money. She proceeded to meet the plaintiff at Mrs. Aspera’s house together with
Mrs. David but she was told to come back as the plaintiff had no funds then. Later, she was informed that the
funds were given to Mrs. David. She went to Mrs. David's house where she was given P1,000.00 to be paid at
P30.00 per day for 40 days as instructed by the plaintiff from whom the funds came from. She then signed an
acknowledgment receipt. She paid her installments at the school where Mrs. David taught or sometimes to the
plaintiff. She saw Mrs. David remit the collections to the plaintiff about three (3) times. After which the plaintiff
would then sign a notebook.[13]

Meanwhile, Marafiag knew about the plaintiff’s lending business in 1994 through Mrs. Aspera whom she talked
to about her financial needs. When she met with the plaintiff, the latter told her to come back after three (3) days
as he was dtill waiting for Mrs. David's remittances to fund the loan. Indeed, after three (3) days, the plaintiff
loaned her P1,000.00 to be paid every day for forty days at P30.00. She signed a paper to acknowledge receipt of
the amount. The plaintiff advised her to give the payments to his collector Mrs. David. Marafiag’ s niece made the
payments to Mrs. David who did not issue any receipt but would just record them in her notebook. She never saw
Mrs. David remit the collections to the plaintiff.[ 14]

The RTC rendered the assailed decision resolving that the Mrs. David obtained a loan from the plaintiff. The RTC
found that it was unusual for her to make a counter offer of payment during the barangay conciliation if she did
not procure aloan in the first place; that such offer impliedly admitted the existence of her obligation; and that she
failed to deny it. The RTC further held that if she really was just a collector, her remittances to the plaintiff should
have indicated the names of those who paid. The RTC furthermore held that the loan obtained by Ortiz was made
without the presence of the plaintiff, thus, it is probable that Mrs. David borrowed money to lend them to others at
a higher rate which is evident on the original copies of the acknowledgment receipts kept by her and not by the
plaintiff. But the RTC found no sufficient proof to hold Mr. David liable with his wife.

Unyielding, the defendants-appellants’ appeal to Us assigning the following RTC errors, to wit:

l.

THE LOWER COURT ERRED IN HOLDING THAT DEFENDANT-APPELLANT TOOK THE SUM OF
MONEY BY WAY OF LOANS NOTWITHSTANDING THE FACT THAT THE SAME IS AGAINST
HUMAN NATURE AND EVIDENCE;

.
THE LOWER COURT ERRED IN NOT FINDING THE INTEREST RATE IMPOSED BY THE
PLAINTIFF-APPELLEE AS UNCONSCIONABLE AND HOLDING DEFENDANT-APPELLANT LIABLE
TO PAY THE FULL AMOUNT OF TWO HUNDRED NINENTEEN THOUSAND THREE HUNDRED
FORTY PESOS (P219, 340.00).
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The defendants-appellants maintain that they never admitted any indebtedness to the plaintiff-appellee during
their barangay conciliation and that latter’'s claim remains without corroborating evidence; that Mrs. David
merely collected and remitted to the plaintiff-appellee the loan payments from the latter’s clients from his lending
business; that if Mrs. David did incur those loans, the plaintiff-appellee would not have continued to lend her
money considering she already failed to pay her daily installments from her supposed previous loans; and that the
interest imposed by the plaintiff-appellee on the debts were unconscionable, immoral and excessive.

Our Ruling
The appeal is partly impressed with merit.

The RTC partiadly based its findings against defendant-appellant Mrs. David on her supposed admission and
counter-offer of payment when she and plaintiff Sarsalejo met before the barangay officials. However, We agree
with the defendants that such alleged admission was not corroborated by anything or anyone. It remained as the
self-serving testimony of Sarsalgjo. Further, the records show that Mrs. David had been consistently denying such
admission contrary to the RTC's findings that she failed to refute it. Consequently, this Court cannot rely on the
purported admission which is clearly baseless and unfounded.

Nevertheless, even without such admission, the evidence proffered supports the RTC in finding that the defendant
Mrs. David isindebted to Mr. Sarsalgjo.

Sarsalejo has a small notebook with alist of loans. Likewise, Mrs. David aso has a notebook which was written
for her by Sarsalgjo. Both of these notebooks contained the total amounts to be paid, the date the loan was
obtained, the installments to be collected, their corresponding collection dates, and the total payments made. The
only difference is that on Sarsalejo’s notebook, Mrs. David's hame and signature were affixed to signify her

receipt of the amount; while in Mrs. David’'s notebook Sarsalejo’s signatures appear beside the installment

amounts which he aready received. Other than that, the notebooks substantially contain the same information and
data. However, in dispute now is the owner of the loans indicated on the notebooks. Sarsalejo claims that those
were Mrs. David's accounts while the latter maintains that those belong to different borrowers from whom she
collects as Sarsalgjo’ s collector.

It bears stressing that in Mrs. David’s notebook not a single name was written there that would indicate whose
loans they were. Per statement of Mrs. David, Sarsalejo loaned money to about 20 people at different amounts and
at different dates. Hence, without the borrowers names how would Mrs. David know from which borrower to
collect? It is contrary to human experience to just verbally inform a collector the names of about 20 people from
whom he is expected to collect and not provide the collector a written list of borrowers. Granting that Mrs. David
memorized the names of the borrowers, she should have enlightened the court as to whom the disputed loans
belong to in order to clear her name. Unfortunately, she failed to do so. She could not even mention at least one
debtor from whom she collected the subject payments purportedly remitted to Sarsalejo. This makes it highly
probable that the loans and payments were actually for her account and not from other borrowers.

The receipts of loans acknowledged by different people which were in the custody of Mrs. David aso support the
allegation that she was involved in lending money to other people. Why would such receipts be with Mrs. David
if she were merely a collector? Why were they not handed over to Sarsalgjo if he was the one who lent the
money? Further, athough some of the aforementioned receipts contain Sarsalejo’'s name enclosed in a
parenthesis, they still generally show that the money was received from Mrs. David. A closer look on some of the
receipts will even reveal irregularities like the ink used to write Sarsalejo’s name was different from that used to
write the receipt or that Sarsalejo’s name appears to be merely added or inserted therein. This produced doubt in
the mind of the Court as to the veracity of what was written on the receiptsin so far as Sarsalgjo’ s name therein is
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concerned. Moreover, if the receipts were truly from Sarsalgjo’s lending business, Mrs. David could have
matched the amounts therein with that of her notebook which allegedly contained the debts she was to collect for
Sarsalgjo. She again failed to do so.

Thus, gleaned from the evidence, this Court is convinced that Mrs. David obtained a loan from Sarsalgjo and
failed to fully pay them. Mrs. David fell short to prove that the amounts listed on her notebook were loans from
different people and that she merely collected from them. She was unable to proffer the names of those supposed
borrowers which is very crucia to establish her defense. She failed to compellingly tie Sarsalgjo to the borrowers
whose acknowledgement receipts were in her possession. Granting that she may have collected for Sarsalgjo, this
does not preclude her from becoming his debtor too. Apparently, Sarsalgjo’s notebook showing Mrs. David's
signature proved the latter’s receipt of the money. In the meantime, Mrs. David's notebook bearing Sarsalejo’s

signatures shows not her remittances but her payments which Sarsalejo acknowledged through his signature.

Article 1953 of the Civil Code provides that a person who received a loan of money is bound to pay the creditor
an equa amount of the same kind and quality. Hence, Mrs. David, having incurred a loan from Sarsal€jo is
obliged to pay the latter. However, for how much? Mrs. David assails the usurious interest Sarsalgjo is imposing
on his clients which is 20%. Sarsalejo contrarily claims that he charged only 13.5% as interest and that the
defendants are already estopped from assailing it as they failed to raise such issue during trial.

A perusal of the records shows that in their Answer the defendants-appellants already assailed the 20% interest as
excessive athough it was not raised again during the trial. In the case of Cuaton v. Salud,[15] the Supreme Court
held:

"Moreover, the contention regarding the excessive interest rates cannot be considered as an issue presented for
the first time on appeal. The records show that petitioner raised the validity of the 10% monthly interest in his
answer filed with the trial court. To deprive him of his right to assail the imposition of excessive interests
would be to sacrifice justice to technicality. Furthermore, an appellate court is clothed with ample authority to
review rulings even if they are not assigned as errors. This is especialy so if the court finds that their
consideration is necessary in arriving at a just decision of the case before it. We have consistently held that an
unassigned error closely related to an error properly assigned, or upon which a determination of the question
raised by the error properly assigned is dependent, will be considered by the appellate court notwithstanding
the failure to assign it as an error. Since respondents pointed out the matter of interest in their Appellants
Brief before the Court of Appeals, the fairness of the imposition thereof was opened to further evaluation. The
Court therefore is empowered to review the same.”

Accordingly, plaintiff-appellee’s claim of estoppel cannot stand. This Court may address the matter not only
because it is raised before Us on appeal but because it has aso been initialy brought up in the
defendants-appellants’ Answer. The legality of the interest is an issue vital and essential if this Court is to render
ajust and comprehensive resolution of the present case.

We are swayed that Sarsalejo was charging an exorbitant amount of 20% interest as alleged by Mrs. David and
not 13.5%. Per computation made by this Court, if the total amount including interest was to be divided by 120%,
the result is a whole amount which is likely to be the amount lent to Mrs. David as opposed to using the 13.5%
interest as claimed by Sarsalejo. For instance, if the loan for February 13, 1994 inclusive of 20% interest is
P13,200.00 as it appeared on the ligt, its principal net of interest is P11,000.00 while if the interest is pegged at
13.5%, the resulting amount lent to Mrs. David is P11,629.95. From that, it is highly doubtful that Sarsalejo
charged an interest of 13.50% thereby giving Mrs. David P11,629.95. The same applies to the rest of the loans
found on the list.

In Cuaton v. Salud,[16] the Supreme Court recapitul ates that although the Usury Law was suspended by Central
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Bank Circular No. 905, s. 1982, effective on January 1, 1983 and that parties to aloan agreement have been given
the wide latitude to agree on any interest rate, nothing on the said Circular grants lenders carte blanche authority
to raise interest rates to levels which will either enslave their borrowers or lead to a hemorrhaging of their assets.
The stipulated interest rates are illegal if they are unconscionable. In several cases, the High Court has been
known to declare null and void stipulations on interest and charges that were found excessive, iniquitous and
unconscionable.[17]

Consequently, Sarsalgjo is entitled to an interest but only for 12% per annum or 1% per month. An interest of
about 20% for 40 days or even 13.5% is certainly excessive and unwarranted, contrary to law, morals, public
order and public policy. Applying the legal interest rate, Mrs. David’s total obligation to Sarsalegjo should be
computed as follows:

Total Loans listed by Sarsalgjo
290,400.00

Less: 20% interest charged by Sarsalejo
48,400.00

Actual amount borrowed

242,000.00

Add: Interest at 12% p.a.

3,226.67

Total Loansinclusive of legal interest
245,226.67

Total payments by Mrs. David
71,100.00

Total unpaid obligat ions

174,126.67

Anent Mr. David, no adequate proof was offered to persuade this Court that the money actually went to the
conjugal coffers and benefitted Mrs. David's family. On the contrary, it was established that Mrs. David lent the
money to other borrowers. Therefore, We uphold Mr. David's exoneration. The Family Code makes the spouses
liable for debts and obligations contracted by either of them, even without each other’s consent, only to the extent
that the family has been benefitted. Sarsalejo failed to convince that the amounts loaned by Mrs. David were for
her family’ s account.

WHEREFORE, the instant appeal is PARTLY GRANTED. The May 21, 2010 Decision of the Regional Trial
Court, Branch 22, Pagadian City in Civil Case No. 3565 is AFFIRMED with MODIFICATIONS. Mrs. Netche
David is ORDERED to pay Mr. Leopoldo Sarsalejo P174,126.67 plus interest of 12% per annum from finality of
this decision until fully paid,[18] moral damages of P50,000.00 and cost of the suit.
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SO ORDERED.

Camello, (Chairperson), and Perez, JJ., concur.
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