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MENDOZA, J.:

At bar is an appeal from the May 9, 2002 Decision[1] of the Regional Trial Court, Branch 28, Sta. Cruz, Laguna,
ordering the defendants, spouses Pablo and Eliza Bautista (Bautistas), to pay the plaintiff, Anita Pua, the sum of
P2,000,000 representing their total accumulated indebtedness to her with accrued interests from June 26, 1995
until the sameis fully paid plus the amount of P20,000.00 as attorney’s fees.

The procedural antecedents and the appraisal of the evidence by the trial court are reflected in the subject decision
asfollows:

“On December 14, 1995, plaintiff filed this Complaint against the defendants for collection of sum of money.
It was archived on July 23, 1997 because the principal defendant went abroad and could not be served with
summons. Afterwards, it was re-opened when principal defendant came back from abroad, and later on, the
defendants filed their Answer with Counterclaim. So the plaintiff filed her Reply and moved that the case be
set for pre-trial conference. Both parties then submitted their respective Pre-Trial Briefs.

APPRAISAL OF THE EVIDENCE

On December 31, 1986, defendants expressly acknowledged their indebtedness to the plaintiff in the amount of
P1,020,000.00 with an interest of 20% per year (Exh. ‘A’). After some paymentsin 1986 to 1988, defendants
stopped paying their indebtedness. Plaintiff and her sister, Pacita Pua, kept on asking the defendants to pay but
their pleas fell on deaf ears. So the plaintiff brought the matter before the Barangay Captain of Brgy. Duhat,
Santa Cruz, Laguna (Exh. ‘C"). However, no amicable settlement was reached there. Then, on May 4, 1995,
the parties re-computed the defendants’ debt to update how much was the outstanding account. The result of
the re-computation, which was signed by the defendants and the plaintiff by way of their conformity, after
deducting all previous interest payments made by the defendants, showed that the defendants indebtedness
had grown to P1,889,829.00 as of May, 1995 (Exh. ‘D’). After this re-computation, the parties agreed to
execute a written agreement and eventually one was made and signed by Defendant Elisa E. Bautista (Exhs.
‘H’ and ‘H-1"). The other defendant-Pablo Bautista was unable to sign it because he was then sick (Exhs.
‘H-2" and ‘H-3'). Because of the agreed interest, the total amount of the defendants indebtedness has
increased to P2,000,000.00. Subsequently, the defendants executed a handwritten promise to pay for this
amount — P2,000,000.00 — in monthly installments for a period of three (3) years or up to June, 1998.
However, no monthly installment was made so the plaintiff sent a formal demand through her lawyer (Exh.
‘B’). Still, the defendants failed to pay thus compelling the plaintiff to engage the services of her lawyer and
filed this complaint in Court. For her lawyer, plaintiff is obligated to pay P50,000.00 plus P1,000.00
honorarium per Court appearance. In filing this instant case, plaintiff incurred court filing fees (Exhs. ‘I’,
‘-1 and ‘I-2"). Also, the plaintiff suffered moral sufferings as a result of the unjustified refusal of the
defendants to pay their long overdue indebtedness despite their numerous promises for which sheis entitled for
moral damages.”[2]
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On May 9, 2002, after trial on the merits, the trial court, Hon. Fernando M. Paclibon, Jr. presiding, ruled in favor
of the plaintiff in a Decision, the dispositive portion of which reads:

“WHEREFORE, IN LIGHT OF ALL THE FOREGOING CONSIDERATIONS, JUDGMENT is hereby
rendered in favor of the plaintiff and against the defendants by:ORDERING the defendants to pay jointly and
severaly the Plaintiff the sum of P2,000,000.00, plus the accrued interests thereon from June 26, 1995 (Exh.
‘E’) until fully paid; and the sum of P20,000.00 as attorney’ s fees.SO ORDERED."[3]

Thetria court, in finding for the plaintiff, ratiocinated:

“Based on preponderance of evidence presented during trial, the defendants are truly indebted to the plaintiff.
They in fact expressly acknowledged their indebtedness in the amount of P1,020,000.00, and the agreed
interest thereon equivalent to 20% per annum, as early as December 31, 1986 (Exhs. ‘A’ and ‘A-1"). This
instrument of acknowledgment of indebtedness and rate of interest was never rebutted during tria as, in fact,
defendant’s son even testified as to the correctness of his parents' signature in the document (vide, page 7,
TSN, June 15, 2001). When they were unable to pay this amount, they re-computed their outstanding account
with the plaintiff on May, 1995 resulting to an updated amount of P1,899,829.00 and undertook to execute a
written document for this outstanding account (Exhs. ‘D’, ‘D-1" and ‘D-2"). Again, this re-computation was
not rebutted during trial. However, this written document was signed only by defendant Elisa E. Bautista
(Exhs. ‘H and ‘H-1) but not her husband because at that time, he was sick (Exhs. ‘H-2' and ‘H-3').
Nevertheless, the defendants later executed a more definite written undertaking to pay their indebtedness,
which was already fixed to P2,000,000.00 — in monthly installments for a period of three years (Exhs. ‘E’ and
‘E-1"). These pieces of hard evidence are more than enough to establish the fact of indebtedness of the
defendants to the plaintiff. This is especially true considering that defendants presented no proof that these
documents are fake, inexistent, fraudulent or fabricated. In sum, plaintiff was able to establish by
preponderance of evidence the existence of a contract of loan between the parties whereby the defendants are
the debtor and the plaintiff is the creditor. The essentia elements of contracts — consent, object and
consideration are all present. Consent is manifested by the signature of the debtors, object is the outstanding
account as claimed in the complaint, and consideration is the obligation of the debtors to pay plaintiff the
principal indebtedness plus the agreed interests thereon.

The corollary question is—how much is the total indebtedness of the defendants to the plaintiff? In this regard,
the documents speak for themselves. In 1986, the defendants indebtedness was only P1,020,000.00 (vide,
Exh. *A"). However, due to their default, it grew to P1,899,829.00 when it was re-computed in 1995 (vide,
Exh. ‘D"). Later on, it was fixed to P2,000,000.00 (vide, Exh. ‘E’). It is very clear therefore that the total
indebtedness of the defendants is P2,000,000.00 as of the filing of the complaint in December 1995. Today,
this amount will have increased due to the interest it earned in six yearstime.” [4]

Not in conformity with the court’s ruling, the Bautistas interposed this appeal praying for the nullification of the
assailed decision anchored on this lone

“ASSIGNMENT OF ERROR
The court a quo erred in having rendered judgment without taking into account [the] unconscionable posture of
the appellee in demanding interests from the principal .” [5]

The Bautistas assert that “the court a quo predicated its decision on the appellants having allegedly acknowledged
that they are indebted to the appellee in the amount of P1,000,000.00 with a 20% annual interest. The court a quo
did not peruse the voluminous documentary evidence of the appellants consisting of exhibits‘1’, ‘2, *3", ‘4,
‘5','¢6','7,'8,'9,'10', ‘11, ‘12", ' 13 and ‘14’ which are from 1987 and up to 1988. Appellee was not

able to explain before the court a quo on how the appellants had an obligation to her in the amount of
P1,020,00.00 as alleged in her complaint. No re-computations were ever made by the appellee as to how much of
the principal loan as well as the interest thereon were already paid by the appellants. All that she said is that the
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appellants are indebted to her in the amount of P1,020,000 without explaining before the court a quo on how the
said amount was arrived at in the light of the payments made by them.”[6]

The appeal is without merit.

In general, the concept of loan is explained under Article 1933 of the New Civil Code, viz.:" ART. 1933. By the
contract of loan, one of the parties delivers to another, either something not consumable so that the latter may use
the same for a certain time and return it, in which case the contract is called a commodatum; or money or other
consumable thing, upon the condition that the same amount of the same kind and quality shall be paid, which case
the contract is simply called aloan or mutuum.” In this case, the parties entered into a valid contract of loan. The
terms of the loan was reduced into writing as indicated in the document that the Bautistas signed on December 31,
1986, 7] the full text of which is herein quoted:

“X XX

Na, Kami, mag-asawang Pablo Bautista at Elisa Bautista ay may pagkakautang kay Anita Pua ng halagang
(P1,020,000.00) isang milyon dalawang pung libong piso, salaping Pilipino. Ang halagang ito ay magkakaron
ng patubong 20% bawat taon at ito walang ano mang pagkakasanlang ari-arian na naiwan.

Sa katunayan kaming mag-asawa ay lumagda sa ibaba nito.
(sgd.)Elisa Bautista
(sgd.)Pablo Bautista’

We do not find any reason to scrutinize further how their loan became P1,020,000.00 since, in the first place, the
Bautistas were the ones who executed the said document. It is presumed that they were fully aware of the contents
of said document. Besides, they did not even deny the authenticity of the document or their signatures thereon.
From a legal standpoint, it is clear that the Bautistas acknowledged the amount and the terms of the loan in
consonance with Article 1308 of the New Civil Code[8] otherwise known as the “principle on mutuality of
contracts.”

Next, the Bautistas argue that they aready paid the loan. An examination of the receipts, however, disclosed that
in 1987, they paid atotal of P460,000.00;[9] in 1988, P123,000.00;[10] and in 1989, P8,450.00 only.[11] Even if
We add them up, without adding the interest that accrued over the span of three years, the same would not be
enough to extinguish their total debt. From that point on, the Bautistas had no more receipt of payment to present.
In civil cases, he who alleges a fact has the burden of proving it and a mere alegation is not evidence.[12] Indeed,
the Bautistas have not successfully proven the fact of their full payment.

Elementary is the rule that when the obligation is breached, and it consists in the payment of a sum of money, i.e.,
aloan or forbearance of money, the interest due should be that which may have been stipulated in writing.[13]
Here, the Bautistas agreed to a 20% interest rate per annum to be applied on top of their loan principal.

Asto the stipulated interest rate of 20% per annum, We do not find it to be excessive, iniquitous, unconscionable,
or in any way exorbitant. There are aready cases where the Supreme Court validated even a higher rate of
stipulated interest. These are the cases of Bautista vs. Pilar Development,[14] where the interest rate was fixed at
21% and Garcia vs. Court of Appeals,[15] where the interest rate was pegged at 24%. It is important to note that
the Bautistas freely agreed on the rate of interest that would govern their contract of loan. Parties to a contract of
loan like in any other contracts are essentialy free to stipulate on the terms of their undertaking. If their debt
increased considerably, it is because they had been in default for along time.

Applying the stipulated interest rate on the loan, the Court believes that re-computed amount of P1,889,829 is
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fairly reasonable considering that more than six years have passed since the last payment of the Bautistas was
recorded. It is to be considered that the computation was made right in front of the Bautistas who could have
easily protested if there was any mistake or irregularity in the procedure. Instead, the Bautistas again
acknowledged the amount.[16]

Thereafter, on June 26, 1995, defendant Elisa Bautista together with her son, Evan Bautista, again
acknowledged[17] their total debt as P2,000,000.00, which she explained included those debts that were not
included in the re-computation, the full contents of which is herein reproduced:

“Ito ay hilang karagdagan condicions sa kasul atang pangako sa pagbabayad sa utang na hindi napasama.

Na ang halagang P 2,000,000.00 (dalawang milyong piso) ay susulungan naming buwan-buwan hanggang
matapos ito ng tatlong taon. Kami ay nangangakong kapag may malaking halagang ibibgay ay kusa naming
babayaran agad (manggagaling sa pag-ani ng tubigan dalawang beses isang taon)

Sa katunayan ng lahat naito kami ay lumagda saibaba nito.

Ito ay magpapatunay na ang asawa kong si Pablo Bautista ay hindi pa pumirma sa bagong kasulatan ng
pagakakautang ay sa dahilang siya ay maysakit.

Kaya sa kung anong dahilan pa at siya ay hindi makapirma ay ang anak kong si Evan Bautista ay siyang
nangangako na tutulong at mananagot sa pagkakautang ng aking mga magulang.

Sa katunayan ng lahat, kami ay lumagda sa ibaba nito.
(sgd.) Elisa Bautista’[18]

The document acknowledging their debt is simple and clear. The Bautistas never questioned the document.
Neither did they claim that they were forced to execute the document or were taken advantaged of on account of
their moral dependence, ignorance, mental weakness, tender age, or handicap, which would entitle them to the
vigilant protection of the courts as mandated by Article 24[19] of the Civil Code.

The evidence of indebtedness having been executed by the Bautistas themselves, We find no cogent reason to
reverse or modify the subject ruling.

WHEREFORE, the May 9, 2002 Decision of the Regional Trial Court, Branch 28, Sta. Cruz, Laguna, is hereby
AFFIRMED.

SO ORDERED.

Asuncion, (Chairman) and Tayag, JJ., concur.

[1] Records, pp. 182-185.
[2] Records, pp. 182-183.
[3] Records, pp. 184-185.
[4] Records, pp. 183-184.
[5] Rollo, p. 20.

[6] Rollo, pp. 20-21.

[7] Records, p. 5.
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[8] ART. 1308. The contract must bind both contracting parties; its validity or compliance cannot be left to the
will of one of them.

[9] Records, pp. 147-149.

[10] Records, pp. 149-151.

[11] Records, p. 151.

[12] P.T. Cerna Corporation vs. CA, 221 SCRA 19.

[13] BPI Family Savings Bank, Inc. vs. First Metro Investment Corporation, 429 SCRA 30.

[14] 312 SCRA 611.

[15] 167 SCRA 815.
[16] Records, p. 102a.
[17] Records, p. 103.
[18] Records, pp. 103-104.

[19] ART. 24. In al contractual, property or other relations, when one of the parties is at a disadvantage on
account of his moral dependence, ignorance, indigence, mental weakness, tender age or other handicap, the courts
must be vigilant for his protection.
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