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BELLOSILLO, J.:

At the core of the controversy are several parcels of land located in Palico, Imus, Cavite, with atotal area of 3,000
square meters. The disputed property, which once formed part of a bigger tract of land known as Lot No. 4705
measuring 21,087 square meters covered by Transfer Certificate of Title No. RT-10922 and registered in the name
of the late Florentino Dominguez, constituted the undivided shares of herein petitioners Concepcion
Dominguez-Reyes and Araceli Dominguez-Victain the estate of their father Florentino Dominguez.

Sometime in August 1991 spouses Jaime Ramos and Nilda Ilano-Ramos filed two (2) separate actions for specific
performance against spouses Mario Reyes and Concepcion Dominguez-Reyes and spouses Dominador Victa and
Araceli Dominguez-Victato compel them to segregate atotal of 3,000 square meters of land from their respective
shares in Lot No. 4705 and to execute the necessary deed of conveyance transferring to the plaintiffs the
above-mentioned property.[1]

The Ramos spouses asserted that on different dates Concepcion sold to them atotal of 1,700 square meters of land
while Araceli sold likewise at different times an aggregate of 1,300 square meters of land as evidenced by
eighteen (18) Deed(s) of Absolute Sale and Transfer.[2] Except as to the dates, amounts of consideration and
areas of the property sold, all the deeds contained substantially identical terms and conditions —

That I, CONCEPCION D. REYES, of legal age, Filipino, married and resident of Caridad, Cavite City, for and
in consideration of the sum of TEN THOUSAND PESOS (P10,000.00), Philippine Currency, of which FIVE
THOUSAND PESOS (P5,000.00) is payable upon the signing of this deed and FIVE THOUSAND PESOS
(P5,000.00) is to be paid when the lot herein sold is already segregated, technically described and titled
separately in favor of herein buyer, have SOLD, TRANSFERRED and CONVEY ED by way of absolute sale,
in favor of JAIME M. RAMOS, of legal age and married to NILDA J. ILANO, and residents of Poblacion,
Imus Cavite, his heirs, successors and assigns, a lot corresponding to ONE HUNDRED SQUARE METERS
(100 sg. m.), more or less, located and situated along the National Highway, adjacent to the ONE THOUSAND
ONE HUNDRED SQUARE METERS (1,100 sg. m.) previously sold to the BUYER, to be taken out of my
(SELLER’s) share, which is one sixth (1/6) portion of the property hereinafter described, as an heir by virtue
of an extra-judicia partition of the estate of Florentino Dominguez, who died on 17 July 1960 (Doc. No. 482;
Page No. 98 Book I, Series of 1978, of Notary Public Jacinto Dominguez of Manila, dated August 6, 1978) x x
X (description of property) of which property or portion herein sold, | am the true, legal and absolute owner,
free from liens and encumbrances, and | hereby bind myself and undertake to execute any deed or document to
vest complete and absolute title to herein buyer.
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In early 1991 Lot No. 4705 was finally subdivided into several smaller lots and partitioned extrajudicially among
the five (5) heirs of Florentino Dominguez athough the records only disclosed three (3) names, Concepcion
Dominguez-Reyes, Araceli Dominguez-Victa and Fortunata Dominguez. Concepcion acquired a 2,440-square
meter lot covered by TCT No. 304193, while Araceli took possession of two (2) lots with a combined area of
2,340 square meters for which TCTs Nos. 304190 and 304192 were issued in her name.

Upon learning of the partition, the Ramoses repeatedly demanded from Concepcion and Araceli to make good
their undertakings under the deeds of sale — to segregate a total of 3,000 square meters from their respective
sharesin Lot No. 4705 and to execute the necessary deed of conveyance therefor — but the latter refused, insisting
that the deeds did not reflect the true intention of the parties as their real intention was simple loans of money the
payment of which was to be secured by mortgages.

Concepcion D. Reyes and Araceli D. Victa averred that between 1980 to 1985 they obtained individually various
loans from Nilda Ramos which were covered by handwritten receipts prepared either by her or by her daughter
Dinah Ramos and signed by Concepcion and Araceli.[3] Sometimes they were furnished by Nilda Ramos with
duplicate copies of the corresponding receipts athough in most instances only one (1) copy was prepared which
Nildaretained.[4]

The loans were released by Nilda to Concepcion and Araceli on a piecemea basis, and every time the loans
reached an aggregate amount of P10,000.00 to P20,000.00 Nilda would prepare a Deed of Absolute Sale and
Transfer which purported to convey in her favor a portion of the undivided shares of Concepcion and Araceli in
Lot No. 4705. To entice them to sign the deeds, Nilda represented to them that the instruments were merely for
purposes of complying with the formalities required by ARVI Finance Corporation, which she owned, and where
the amounts loaned to them presumably came from. Nilda Ramos further assured Concepcion and Araceli that the
deeds would not be notarized nor would they be enforced against them.[5] That however out of atotal of eighteen
(18) deeds of sale signed by Concepcion and Araceli, it appeared that three (3) were actually notarized. Finally,
Concepcion and Araceli offered to settle their indebtedness but Nilda refused to accept payment.

Since identical issues and similar transactions were involved, the two (2) cases were consolidated and a joint trial
was held. On 17 June 1993 thetrial court rendered a decision in favor of the Reyes and Victa spouses holding that
"the alleged sales were not really sales but receipts of sums of money by way of loans."[6] The Court of Appeals
however disagreed and reversed the ruling of the trial court on appeal. In its assailed Decision of 21 October 1997
the Court of Appeals held —

We have examined the instruments evidencing the transactions under consideration and found the language of
each clearly and without ambiguity to be setting forth a contract of sale and purchase. And the authenticity and
due execution of these deeds, it must be emphasized, are not disputed. They are in fact admitted x x x x In the
mind of this court, appellants have convincingly proven the reality of the sale of the parcels of land subject
hereof X x x these pieces of evidence are not mere drafts of contracts since everything for the existence of a
perfect contract of purchase and sale are present. Neither can they possibly be mistaken for receipts inasmuch
as even their title — typewritten in capital letters and underlined — proclaims what each of the documentsis all
about x x X x When contracting minds have reduced their agreement into writing, the contents of the writing
consgtitute the sole repository of the terms of the contract between the parties x X x X

Appellees invite our attention to Article 1602 of the Civil Code providing that a contract shall be presumed to
be an equitable mortgage in any of the following instances: (1) when the price of a sale with right to repurchase
is unusually inadequate; (2) when the vendor remains in possession as lessee or otherwise; X X X x (5) when the
vendor binds himself to pay the taxes on the thing sold; (6) in any other case, where it may be fairly inferred
that the real intention of the partiesis that the transaction shall secure the payment of a debt or the performance
of any other obligation x X x X It is then pointed out that (&) the purported consideration is grossly inadequate
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bearing in mind the strategic location (along a highway) of the property in question; (b) the appellees, with
their co-owners, have been paying real estate taxes on the lot; (c) the appellees, thru their tenant, have
remained in possession of the property; and, (d) a number of receipts furnished by appellants to the appellees
clearly indicate that the amount the latter received from the former were loans. Not one of the circumstances or
incidents pointed out by appelleesindicate, under the premises, the presence of an equitable mortgage.[7]

The appellate court in its Resolution of 15 June 1998 denied the motion for reconsideration of the Reyes and
Victa spouses.

In this petition for review, petitioners tenaciously insist that the transactions in question were not what they
purported to be but were in reality equitable mortgages. In stark contrast, respondents maintain in their comment
that the transactions were absol ute sales as clearly shown in the subject Deed(s) of Absolute Sale and Transfer.

The pivotal issue then is whether the parties intended the contested Deed(s) of Absolute Sale and Transfer to be
bona fide absolute conveyances of parcels of land, or merely equitable mortgages.

Preliminarily, the question involved in the instant case is primarily one of fact since extraneous evidence is
reguired to ascertain the real intention of the parties to the transactions. The rule is well-settled that in the exercise
of the power to review the factual findings of the Court of Appeals are normally conclusive and binding on this
Court.[8] However, since the factual findings of the appellate court are at variance with those of the trial court, we
are constrained to go over the records of the case and examine the arguments of the parties in their pleadings in
light of the factual milieu.

In determining whether a deed absolute in form is a mortgage, the court is not limited to the written memorials of
the transaction. The decisive factor in evaluating such agreement is the intention of the parties, as shown not
necessarily by the terminology used in the contract but by all the surrounding circumstances, such as the relative
situation of the parties at that time, the attitude, acts, conduct, declarations of the parties, the negotiations between
them leading to the deed, and generally, al pertinent facts having a tendency to fix and determine the real nature
of their design and understanding. As such, documentary and parol evidence may be submitted and admitted to
prove the intention of the parties.[9]

It must be stressed, however, that there is no conclusive test to determine whether a deed absolute on its face is
really a simple loan accommodation secured by a mortgage. In fact, it is often a question difficult to resolve and is
frequently made to depend on the surrounding circumstances of each case. When in doubt, courts are generally
inclined to construe a transaction purporting to be a sale as an equitable mortgage, which involves a lesser
transmission of rights and interests over the property in controversy.[10]

As aready mentioned in the assailed decision, Art. 1602 of the Civil Code enumerates the instances when a
contract, regardless of its nomenclature, may be presumed to be an equitable mortgage: (a) when the price of a
sale with right to repurchase is unusually inadequate; (b) when the vendor remains in possession as lessee or
otherwise; (c) when upon or after the expiration of the right to repurchase another instrument extending the period
of redemption or granting a new period is executed; (d) when the purchaser retains for himself a part of the
purchase price; (e) when the vendor binds himself to pay the taxes on the thing sold; and, (f) in any other case
where it may be fairly inferred that the real intention of the parties is that the transaction shall secure the payment
of adebt or the performance of any other obligation.

For the presumption of an equitable mortgage to arise under Art. 1602, two (2) requisites must concur: (a) that the
parties entered into a contract denominated as a contract of sale, and (b) that their intention was to secure an
existing debt by way of a mortgage. The existence of any one of the circumstances defined in the foregoing
provision, not the concurrence nor an overwhelming number of such circumstances, is sufficient for a contract of
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sale to be presumed an equitable mortgage.[11] The provision aso applies even to a contract purporting to be an
absolute sale, as in this case, if indeed the real intention of the parties is that the transaction shall secure the
payment of a debt or the performance of any other obligation.[12]

After a thorough examination of the records, we find the petition to be impressed with merit. The facts and
evidence decidedly show that the true intention of the parties was to secure the payment of the loans and not to
convey ownership over the property in question. The transactions were replete with veritable badges of equitable
mortgage.

First. It is not contested that during all the time material to this controversy petitioners were sorely pressed for
money. Petitioners explained in their testimony that respondent Nilda Ramos had assured them that the deeds
were merely aformality, a requirement for the loan. They obviously signed the documents to satisfy their extreme
financial needs. Thus, Concepcion —

Q:

And of course you aso understand what loan means even if that isin English?
A:

Yes, sir. | understand the word “ utang.”

Q:

Y ou understood well the distinction that you have mentioned when you executed the deeds of absolute sale. Is it
not? The different deeds of absolute salein favor of spouses.

A:
| do not understand it well x x X x
Q:

And so you mean to say that you signed, you affixed your name with the witnesses without understanding what
you have written, what you have signed X X X X

A:
They were the ones who offered us that is the requirement, as formality x x x x
Q:
What do you mean by that Mrs. Witness, the terms requirement and formality?
A:

Requirement means they want us to sign the document and formality means in case | will be unable to pay, they
will get the land x x X x
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Q:

But nevertheless, you have signed the different deeds of sale even if the title of the documents say it is a deed of
absolute sdle. Isit not?

Court:

Stating that it was a mere formality. So that was the essence of her testimony. It was merely formality, the signing
of the documents.

Q:

Now, did you not ask spouses Ramos to change the contents of the documents since it does not reflect your
understanding that that is just a formality or requirement considering that the documents state is the deed of
absolute sale?

A:

| did not ask her because | trust her, sir.[13]
For her part, Araceli testified —

Q:

Do you recall having a discussion with Mrs. Ramos at one point in time when you were in dire need of fund or
money?

A:

In our church, sir, | remember that we have (sic) talked about it. At the kapilya.
Q:

And do you remember the subject of your discussion at that time?

A:

It is about the deed of sale and the payment.

Q:

Y ou mentioned the word “ payment.” Why are you discussing payment at the time?
A:

Because | borrowed money from her and | will pay in money, sir x X x x[14]
Q:

Mrs. Witness, you testified that you received money from Mrs. Ramos in installments. Can you explain how you
received this from Mrs. Ramos?

A:

First of al | trusted her because she is my kumadre and when the Ten Thousand Pesos is completed in
installments and then for formality, | signed it.
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Q:
What is your understanding of the word “formality” when you agreed to sign the document?
A:

If | cannot pay her my loan | will sell my lot, sir.

Q:
Whose formality isit that you were required to sign this (sic) deeds of sale?

A:
Mrs. Ramos and ARV I Financing.[15]

These questions may be asked: why isit then that petitioners agreed to sign the documents when they were fully
aware that they were contracts of sale, and when the intention of the parties was only to mortgage their property to
secure their loans? Should they not have demanded instead a re-writing or reformation of their agreements to
reflect their true intention? In hindsight, it is indeed easy to heap blame on petitioners but a borrower’s urgent
need for money places him at a disadvantage vis-a-vis the lender who, in ailmost all cases, virtually dictates the
terms of their contract. Even persons of average intelligence invariably find themselves in no position whatsoever
when bargaining with their creditor such as private respondent whose primary business concern includes the
giving of loans.

As we ruled in Labasan v. Lacuesta[16] “while it was true that plaintiffs were aware of the contents of the
contracts, the preponderance of evidence showed however that they signed knowing that said contracts did not
express their real intention, and if they did so notwithstanding this, it was due to the urgent necessity of obtaining
funds. ‘ Necessitous men are not, truly speaking, free men; but to answer a present emergency will submit to any
terms that the crafty may impose upon them.””

Second. The records show that even after the execution of the disputed deeds of sale, petitioners remained in
actual possession of the property through their tenant Enrique Diaz. This is an undeniable act of dominion. The
lease contract between petitioners and Enrique Diaz involving the disputed property subsisted until 1991 when
Diaz voluntarily surrendered the premises to its owners. In addition, petitioners continued to pay the real estate
taxes due on the property — a usual burden attached to ownership — even after the purported sales, as evidenced by
Annexes "4" to "10," inclusive, which are the official tax receipts in the name of Fortunata Dominguez,
petitioners' sister. Asiswell known, the payment of taxes coupled with actual possession of the land covered by
the tax declaration strongly supports a claim of ownership.

But even if we indulge in the conclusion reached by the Court of Appeals that respondents were justified in not
taking possession of the property and paying the taxes thereon considering that what was sold to them were only
the rights, interests and participation of petitionersin the undivided portion of the property, such fact will not alter
our conclusion for there are other circumstances, which will be discussed at length in the succeeding paragraphs,
that support the finding that the transactions herein involved were, in reality, merely loan accommodations.

Third. Petitioners presented severa receipts[17] prepared by respondent Nilda Ramos proving that on various
occasions they received several amounts of money from her as loans. The existence and due execution of the
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recel pts were admitted by her, although she claimed in her testimony that the amounts represented by the receipts
were not loans but payments for the Palico property she purchased from petitioners —

Q:

The receipts which have been presented here from Exhibits H, I, J, K and the receipts marked as Exhibits P, Q, R,
some of them are in handwriting. Would you be able to identify those handwritings or whose writings are those
found on these receipts? The handwritten part only.

A:

That is my handwriting.

Q:

Do you now admit the receipts were prepared by you?

Yes, Sir.

Q:

And the receipts were presented to the defendants for them just to sign?

A:

They received the money before they signed it X x x x

Q:

And these receipts as you claimed, what are they representing?

A:
The receipts represented our payments to them for the Palico lot which they sold to us.[18]

This is, however, belied by the receipts, particularly Exhs. “3,” “8,” “9,” “10,” “11,” “12” and “13,” which
expressly state on their faces that the amounts received by petitioners were loans; and further, that the receipts
disproved respondents’ claims of title over the disputed property.

Lastly. Striking differencesin the selling price of the property are very apparent from the eighteen (18) Deed(s) of
Absolute Sale and Transfer. For purposes of clarity, hereunder is a tabulated summary of the contents of the
eighteen (18) deeds of sale subject of the instant case —
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Table 1. Civil Case No. 555-91 (Sps. Ramos v. Sps. Reyes)

27 Dec. 1982
200 sg.m.
100.00/sg.m.

14 Jan. 1982
200 sg.m.
100.00
20,000.00
Feb. 1983[*]
100 sg.m.
100.00
10,000.00
March 1983[*]
100 sg.m.
100.00
10,000.00
June 1983[*]
300 sg.m.
100.00
30,000.00
June 1983[*]

100 sg.m.

DATE OF SALE
AREA SOLD
UNIT PRICE

TOTAL VALUE

P20,000.00
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100.00
10,000.00
June 1983[*]
100 sg.m.
100.00
10,000.00
July 1983
200 sg.m.
100.00
20,000.00
1984[*]

100 sg.m.
100.00
10,000.00
Nov. 1984[*]
100 sg.m.
100.00
10,000.00
May 1985[*]
100 sg.m.
100.00
10,000.00

1,600 sg.m.
100.00

TOTAL

P160,000.00

Tablell. Civil Case No. 563-91 (Sps. Ramos v. Sps. Victa)

DATE OF SALE
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1 March 1980
200 sg.m.
50.00/sg.m.

20,000.00
May 1983[*]
200 sg.m.
100.00
20,000.00

10,000.00
June 1984[*]
100 sg.m.
200.00
20,000.00
Nov. 1984[*]
100 sg.m.
200.00
20,000.00
May 1985[*]

AREA SOLD
UNIT PRICE

TOTAL VALUE

P10,000.00

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

Page 10 of 13



BATAS.org - Philippine Law Library G.R. No. 134166. August 25, 2000

100 sg.m.
100.00
10,000.00
TOTAL
1,000 sg.m.
P110,000.00

[*] Exact dates of sale not on record

The 100-square meter parcel alegedly sold by Concepcion in November 1984 was valued at P100.00/square
meter. Yet, curiously, during the same period Araceli was able to “sell” an equal portion of the Palico property
which commanded a much higher price of P200.00/square meter. Also noteworthy is the sudden and drastic
depreciation in the selling value of the property of Araceli, from P200.00/square meter in November 1984 to half
the price or P100.00/square meter six (6) months later, in May 1985. It represents an anomalous 100% decrease in
the value of the property at a time when the prices of real estate were skyrocketing, like all other commodities. It
may be fairly inferred from these circumstances that the amounts stated in the deeds were in truth based on the
amounts of indebtedness of petitioners to respondent Nilda Ilano-Ramos, and not the true and fair value of the
property. We are not unaware of the common practice of individual money lenders of taking possession of
documents evidencing ownership of real estate from the debtor to ensure his faithful compliance with the
obligation to pay the loan. Consequently, we cannot help concluding that the deeds of sale in question are in
reality mortgages, hence, the agreement and understanding of the parties will have to be enforced in accordance
with their true intent at the time of the execution of their contracts.

WHEREFORE, we find the Decision of respondent Court of Appeals inconsistent with law and equity, for the
transactions involved herein are forthrightly equitable mortgages. Conformably therewith, the assailed Decision
dated 21 October 1997 and Resolution dated 15 June 1998 in question are REVERSED and the decision of the
trial court REINSTATED and AFFIRMED. Consequently, Civil Case Nos. 555-91 and 563-91 are DISMISSED
for want of cause of action.

However, petitioners are ordered to PAY their respective loans to private respondents within thirty (30) days from
the finality of this Decision as follows: (&) P160,000.00 from spouses Mario Reyes and Concepcion
Dominguez-Reyes; (b) P110,000.00 from spouses Dominador Victa and Araceli Dominguez-Victa; (c) interest at
the rate of 12% per annum computed from the date of the transactions up to the time of payment; and, (d) the
costs. In case of default on the part of petitioners to settle their respective obligations within the period herein set
forth, the property shall be sold at public auction and the proceeds applied to the mortgage debts and the costs.
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SO ORDERED.

Mendoza, Quisumbing, Buena, and De leon, Jr., JJ., concur.

[1] Docketed as Civil Case No. 555-91, "Spouses Jaime Ramos and Nilda Ilano-Ramos v. Spouses Mario Reyes
and Concepcion Dominguez-Reyes;" and Civil Case No. 563-91, "Spouses Jaime Ramos and Nilda Ilano-Ramos
V. Spouses Dominador Victaand Araceli Dominguez Victa."

[2] Eleven "Deed(s) of Absolute Sale and Transfer" signed by Concepcion Dominguez-Reyes, Annexes “A” to
“K,” inclusive (see Val. |, Records, pp. 5-16); Seven "Deed(s) of Absolute Sale and Transfer" signed by Araceli
Dominguez-Victa, Annexes “A” to “G,” inclusive, (see Val. II, Records, pp. 4-11).

[3] Records, pp. 27-29; Annexes“1,” “2" and “3.”

[4] TSN, 25 March 1993, pp. 47-61.

[5] Id., 30 March 1993, p. 7.

[6] Penned by Judge Luis R. Reyes, RTC-Br. 22, Imus, Cavite.

[7] Penned by Associate Justice Cancio C. Garcia, concurred in by Associate Justices Delilah Vidalon-Magtolis
and Marina L. Buzon.

[8] See American Express, Inc. v. Court of Appeals, G.R. No. 128899, 8 June 1999.
[9] Zamorav. Court of Appeals, G.R. No. 102557, 30 July 1996, 260 SCRA 10.
[10] Art. 1603, New Civil Code.

[11] Uy v. Court of Appeals, G.R. No. 104784, 3 March 1994, 230 SCRA 664; Claravall v. Court of Appeals, No.
L-47120, 15 October 1990, 190 SCRA 439, 448.

[12] Art. 1604, New Civil Code.

[13] TSN, 25 March 1993, pp. 5-11.

[14] Id., pp. 43-44.

[15] TSN, 31 March 1993, pp. 3-4.

[16] No. L- 25931, 30 October 1978, 86 SCRA 16, 22.
[17] Exhs. “1" t0 “13,” inclusive.

[18] TSN, 1 April 1993, pp. 28-30.
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