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REYES, J.B.L., Actg. C.J.:

Direct appeal (before R.A. 5540) from a decision of the Court of First Instance of Quezon City, in its Civil Case
No. Q-7040, declaring the foreclosure sale, which had been made by the Provincial Sheriff of Rizal in favor of
appellant Jorge Salud, null and void without pronouncement as to costs.

The background facts are not contested, being stipulated in the court below. On 16 February 1957, spouses
Francisco D. Sarmiento and Marcelina S. Sarmiento purchased from Philippine Homesite and Housing Corp. a
295.50 sq. m. residential lot at 3136 K-6th St., Kamuning, Quezon City. They were issued TCT 34850, QC
Register of Deeds, with the annotation at the back thereof, among others, that "(2) This lot is being sold subject to
the condition that it cannot be resold within the period of twenty-five (25) years from the date of the contract and
that if by circumstances, the purchaser is constrained to resell within this period, he may resell it only to the
People's Homesite and Housing Corporation at the original purchase price plus 5% interest per annum and the
approved costs of improvements thereon."

On 26 February 1957, the spouses, upon a P1,500 loan obtained from Jorge Salud, executed a real estate mortgage
in favor of the latter. The deed was registered with the Quezon City Register of Deeds on 22 February 1957. On
28 November 1958, the spouses executed another mortgage covering the same land and "improvements" for the
same amount, which was also registered with the Quezon City Register of Deeds on 11 December 1958.

The spouses failed to redeem the property. On 10 March 1962, Benito Macrohon, Rizal's provincial sheriff,
pursuant to an extrajudicial foreclosure proceeding, conducted a public auction, for P5,088 sold the property to
Jorge Salud, the sole and highest bidder and was issued a certificate of sale which was registered with the Quezon
City Register of Deeds.

On 7 March 1963, in CC Q-7040, CFI, Quezon City, the spouses sought to annul the foreclosure proceedings, the
sale at public auction and the certificate of sale, on the ground that the lot "may not be sold either extrajudicially
or judicially within the period of 25 years from 16 February 1957 * * *." The Court of First Instance denied
defendants' motion for a bill of particulars as well as plaintiffs' motion to declare the former in default.
Defendants, in their answer, contend that the condition in the TCT "prohibits only voluntary sale or resale of the
land subject of that title, but not the mortgage thereof", and that the sale at public auction, being the legal
consequence of plaintiffs' failure, as mortgagors, to redeem the land "being involuntary and in pursuance of law *
* * is not within the purview of the condition or restriction * * *."
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The lower court found that defendants were warned of the annotation at the back of the TCT, that "in the event
that plaintiffs would be unable to redeem their mortgage there would be a sale, extrajudicial or otherwise, and,
hence, there would be a contravention of the restrictions"; and that "defendants took the risk of not being able, to
avail themselves of the usual remedy of foreclosure proceedings when they granted a loan on the property * * *."

Hence, this appeal after defendants' motion for reconsideration was denied.

We find the appeal meritorious. The condition that the appellees Sarmiento spouses could not resell the property
except to the People's Homesite and Housing Corporation (PHHC for short) within the next 25 years after
appellees' purchasing the lot is manifestly a condition in favor of the PHHC, and not one in favor of the Sarmiento
spouses. The condition conferred no actionable right on appellees herein, since it operated as a restriction upon
their jusdisponendi of the property they bought, and thus limited their right of ownership. It follows that on the
assumption that the mortgage to appellee Salud and the foreclosure sale violated the condition in the Sarmiento
contract, only the PHHC was entitled to invoke the condition aforementioned, and not the Sarmientos. The
validity or invalidity of the sheriff's foreclosure sale to appellant Salud thus depended exclusively on the PHHC;
the latter could attack the sale as violative of its right of exclusive reacquisition; but it (PHHC) also could waive
the condition and treat the sale as good, in which event, the sale can not be assailed for breach of the condition
aforestated. Since it does not appear anywhere in the record that the PHHC treated the mortgage and foreclosure
sale as an infringement of the condition, the validity of the mortgage, with all its consequences, including its
foreclosure and sale thereat, can not be an issue between the parties to the present case. In the last analysis, the
appellant, as purchaser at the foreclosure sale, should be regarded as the owner of the lot, subject only to the right
of PHHC to have his acquisition of the land set aside if it so desires.

Furthermore, even if the transaction were wrongful, still, as between themselves, the mortgagors and the
mortgagee-purchaser were both in paridelicto, being participescriminis as it were; for both were aware of the
existence of the stipulated condition in favor of the PHHC, yet both entered into an agreement tending to violate
said condition and nullify its effects. Both parties being equally guilty, neither was entitled to complain against
the other. As argued for appellant, the appellees Sarmiento entered into the transaction with open eyes, and having
benefited from it to the extent of the loan made by appellant, they should be held in estoppel to assail and annul
their own deliberate acts.[1]

Appellees Sarmiento, therefore, had no cause of action against appellant Salud, and much less against the sheriff
and the lower court plainly erred in not dismissing the suit instituted.

WHEREFORE, the decision appealed from is reversed, and the case is "ordered dismissed, but without prejudice
to the rights of the People's Homesite and Housing Corporation under its contract with the Sarmiento spouses
appellees herein. Costs against the appellees, Francisco D. and Marcelina S. Sarmiento.

Makalintal, Zaldivar, Fernando, Teehankee, Barredo, Makasiar, and Antonio, JJ., concur.

Castro, J., did not take part.

Concepcion, C.J., on official leave.

[1] Cf. Civil Code, Articles 1411, 1412; Philippine Scrappers, Inc. vs. Auditor General, 96 Phil 454.
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