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CALLEJO, SR, J.

This is a petition for review on certiorari under Rule 45 of the Rules of Civil Procedure, as amended, of the
Decision[1] of the Court of Appeals (CA) in CA-G.R. CV No. 25980, as well as its resolution denying the motion
for reconsideration thereof. The CA affirmed in toto the Decision[2] of the Regiona Trial Court (RTC) of Quezon
City, Branch 85, in Civil Case No. Q-49506.[ 3]

Respondent Caridad Sabico and the spouses Ulpiano and Concordia Paulo (spouses Paulo) filed an application to
acquire a parcel of land, Lot 24, Block 151, Psd-68807, before the now defunct People’ s Homesite and Housing
Corporation (PHHC). The subject ot had an area of 400 sgquare meters, located at East Avenue Subdivision,
Quezon City, covered by Transfer Certificate of Title (TCT) No. 66994. The respondent had her house
constructed on the property. She was widowed and worked as a laundrywoman of the petitioners, Juan Agas, a
lawyer, and his wife Rustica Agas. The respondent considered Rustica s mother, Irene dela Pefia, as her second
mother. Petitioner Juan Agas was also one of the wedding sponsors of Thelma Sabico, one of the respondent’s
daughters, and the latter even borrowed P141.00 from petitioner Juan Agas on October 1, 1963.[4]

The PHHC granted the application of the respondent and that of the spouses Paulo, and awarded the lot to them.
However, they were required to make a downpayment of P420.00 for the lot upon the execution of a conditional
contract to sell, and the balance thereof payable in installments.

Since the respondent had no means to pay the required downpayment for the property, she went to the house of
the petitioners at Gastambide, Sampaloc, Manila, to borrow the money. The respondent was with her daughter,
Maria Luz. Petitioner Juan Agas agreed to lend P250.00 to Sabico, but required her to sign an unnotarized
“Agreement/Kasunduan” in which she obliged herself to sell to the lawyer the undivided one-half portion of the
subject property for P2,500.00, payable on such terms and conditions as they may agree upon, but not less than
P50.00 a month. The following principal terms and conditions were, likewise, stated in the agreement: (@)
petitioner Juan Agas would remit to the respondent the total amount of P250.00 upon the execution of the deed;
(b) the respondent would return the amount she received from the petitioner to the PHHC, and in case she refused
to consummate the agreement, she would be liable for the interest and liquidated damages; and (c) the respondent
would continue to reside in the property for a period of ten years. The agreement also contained the following
stipul ation:

9. That once ownership becomes absolute in the first party to said lot, which shall be done at the earliest
opportunity, said first party will, within the thirty-day from issuance of ownership papers to her, execute an
absolute CONTRACT OF SALE IN FAVOR OF SECOND PARTY OR HIS LEGAL REPRESENTATIVES
PAYMENTS WHATSOEVER EXCEPT EXPENSES FOR the issuance of the corresponding torrens title and
its registration in the name of first party.[5]
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The respondent had not finished first grade, could write only her name and did not know how to read nor
understand the English language. Nevertheless, she signed the agreement.[ 6]

On May 14, 1964, the PHHC executed a Conditional Contract to Sell[7] in favor of the respondent and the
spouses Paulo over Lot 24, Block 151, Psd-68807 for the price of P4,200.00. The transferees bound and obliged
themselves, jointly and severally, to make a downpayment of P420.00 upon the execution of the contract, the
balance of the purchase price payable within a period of 10 years, in 120 equal monthly installments of P41.97 at
an annual interest of 6%. They also agreed not to sell, assign, encumber, mortgage, lease or sublease, the property
without the written consent of the PHHC.

The respondent had been borrowing money from Agas from time to time, and her indebtedness had totalled to
P5,000.00.[8] In August 1964, a Contract to Sell was executed by and between the respondent and the petitioners
which was duly notarized by Notary Public Efren Barangan.[9] The contract, however, was merely areiteration of
the agreement previously entered, with a modification that the respondent bound herself to mortgage her
undivided share of the property to the petitioners later as security of the payment of the amount remitted by Agas
to the PHHC, as well as damages and interest:

g) That to secure or guarantee the payment of principal, interest and damages as mentioned in the two
preceding paragraphs (e and f) VENDOR binds herself to MORTGAGE THE LOT described above or any
reasonable real or persona property owned or may be owned by VENDOR at the selection or discretion of
PURCHASER in favor of PURCHASER or her lega representatives without additional obligation of
PURCHASER in the proper execution or accomplishment of required documents.[10]

After full payment of the purchase price of the property by Sabico and the spouses Paulo, the PHHC executed a
Deed of Sale[11] dated August 5, 1975 over the property in their favor. On November 14, 1975, TCT No.
215624[12] was issued in the names of the respondent and the spouses Paulo as pro indiviso owners thereof.[13]
At the dorsal portion of the title was an annotation prohibiting the registered owners from selling, leasing or
encumbering the property within one year from the issuance of the said title.

Almost a month after the issuance of TCT No. 215624, the respondent delivered her owner’s duplicate copy of
the said title to petitioner Juan Agas. Notwithstanding this, the property was still declared for taxation purposesin
the names of the respondent and the spouses Paulo from 1978 until 1986.[14]

Meanwhile, on October 3, 1978, the respondent executed an Absolute Deed of Sale of Real Property[15] in favor
of petitioner Juan Agas over the south portion of the property, her one-half undivided share, with a total area of
200 sguare meters for the price of P20,000.00. The contract of sale was notarized by Atty. Evelyn Respicio.
However, the deed was not filed with the Office of the Register of Deeds.

On June 12, 1979, petitioner Juan Agas notified the respondent of his desire to construct a two-unit residential
apartment on the property and required the latter to pay a nominal monthly rental of P25.00 in exchange for her
continued stay in the subject premises.[16] The petitioner claimed that a portion of the rental fee wasto be applied
to the payment of realty taxes since the tax declarations were till in the names of the respondent and the spouses
Paulo.

Thereafter, in a Letter[17] dated January 8, 1980, petitioner Juan Agas informed the respondent of the
construction of the apartment building, with a request that she move her house (“barong-barong”) to the eastern
rear portion of the property. The area of the lot given to the respondent was four meters in width and eight meters
in length. She was told that she could use the said lot for the next 15 years subject to renewal upon mutua
agreement. The petitioner asked the respondent to affix her signature on the said letter, but the latter refused to do
s0.[18] The respondent likewise refused to move her house as requested by the petitioner. The petitioner then
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executed an Affidavit of Adverse Claim over the property and had it annotated at the dorsal portion of TCT No.
215624.[19] The construction of a two-door apartment building on the property proceeded in 1981, and another
four-unit apartment structure was built on the lot in 1985.

In the meantime, the respondent continued paying the realty taxes on the property. On October 9, 1986, the Deed
of Absolute Sale executed by her on October 3, 1978 was filed with the Office of the Register of Deeds. TCT No.
215624 was cancelled, and TCT No. 350542[20] was thereafter issued in the names of the spouses Paulo and the
petitioners as co-owners.

On December 4, 1986, the respondent instituted an action against the petitioners for Declaration of Nullity of
Deeds and Title with Damages before the RTC of Quezon City, Branch 85. In her complaint, the respondent
aleged that she was the true and lawful owner of the undivided one-half portion of the disputed property, and that
practically all the installment payments for it were procured by way of loan from the petitioners. She also declared
that she was the petitioners laundrywoman and that she had known and trusted the petitioners for many years,
however, by means of deceit, insidious machinations, cgolery and other fraudulent devices, they were able to
inveigle her into signing several documents, which ostensibly caused the transfer of ownership of her share over
the subject real property in their favor. She also aleged that the petitioners took advantage of her credulity and
illiteracy, and employed undue moral pressure and influence on her.

In their answer with counterclaim,[21] the petitioners maintained that the respondent knowingly and voluntarily
sold the questioned property for adequate and valuable consideration, and that they did not engage in fraud or
undue influence. Moreover, the respondent was not as gullible as her counsel pictured her to be. In fact, the terms
of the deed of sale had been fully explained to her by the notary public before she affixed her signature thereto.
Moreover, the loans that the respondent secured from them actually constituted part of the consideration for the
sale of the subject property. They also averred that they had been in open, peaceful, and uninterrupted possession
of the subject property in the concept of owners, and that the respondent’s continued occupation of a small
portion of the disputed property was merely by virtue of their “ compassion, accommodation, and tolerance.”

After trial on the merits, judgment was rendered in favor of the respondent. The dispositive portion of the decision
reads:

WHEREFORE, premises considered, judgment is hereby rendered as follows:

- Declaring the document denominated as Agreement (Kasunduan) dated January 17, 1964 (Exh. H); Contract
to Sell (Exh. 1) and the Deed of Absolute Sale dated October 3, 1978 (Exh. 5) void ab initio and of no legal
force and effect;

- Ordering the Register of Deeds of Quezon City to cancel TCT No. 350542 and issue a new Transfer
Certificate of Title over the same property in the name of Caridad Sabico, widow, and Ulpiano Paulo, married
to Concordia Paulo;

- Ordering the plaintiff to pay defendants the sum of P5,000.00 with interest thereon at 12% per annum,
computed from January 16, 1964 until fully paid; and

- Ordering the defendants to pay plaintiff the sum of P10,000.00 as attorney’ s fees, plus costs.

SO ORDERED.[22]

The trial court ruled that the deed of absolute sale]23] executed by the respondent in favor of the petitioners did
not reflect on its face the intention of the parties, and as such, there was no sale of the subject property. Moreover,
the execution of the agreement, the conditional contract to sell and deed of absolute sale was patently illegal and
void, because the lot in question could not possibly have been alienated by the respondent as it was still owned by
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the PHHC at the time of their execution. Her right over the subject lot, according to the trial court, could not be
assigned nor transmitted inasmuch as it would violate the terms and conditions contained in the conditional
contract to sell, and is furthermore contrary to public policy. The trial court opined that there was no showing that
the respondent was fully appraised of the contents of the agreement and the contract to sell at the time of their
execution. The trial court, likewise, sustained the testimony of the respondent that she had a very low educational
attainment, unable to read, and that her understanding was that the transaction entered into by her was merely one
of loan in the total amount of P5,000.00. Lastly, the trial court held that her delivery of the title to the petitioners
only created an equitable mortgage thereon and was not aresult of the sale of the subject land.

The petitioners appealed the decision to the CA. On September 13, 1999, the CA rendered judgment affirming in
toto the appealed decision. The CA ruled that the transaction between the respondent and the petitioners was only
an equitable mortgage of the property as shown by the following: first, the respondent remained in possession of
the property even after the execution of the deed of absolute sale on October 3, 1978; second, she continued to
pay the taxes on the property sold up to the second quarter of 1986 as evidenced by the official receipts;[24] and
third, the respondent obtained a series of |oans from the petitioners.

On January 15, 2003, the petitioners filed with this Court the instant petition for review. They raise the following
issues:

WHETHER OR NOT THE RESTRICTION PROHIBITING THE VENDOR (RESPONDENT) FROM
SELLING, ENCUMBERING, MORTGAGING OR LEASING THE QUESTIONED PROPERTY NO
LONGER EXISTED.

IF THE RESTRICTION NO LONGER EXISTED, AS IN FACT IT NO LONGER EXISTED, WHETHER
OR NOT THE SALE OF THE SUBJECT PROPERTY TO THE PETITIONERS WAS VALID, SINCE THE
TRANSACTION WASALLEGEDLY AN EQUITABLE MORTGAGE AND NOT A SALE.[25]

The threshold issue in this case is whether the transaction between the petitioners and the respondent over the
undivided one-half portion of the subject property is an equitable mortgage or a sale thereof.

The issue raised by the petitioners pervade into the factual findings of the RTC and the appellate court.[26] It
bears stressing that a review by certiorari under Rule 45 of the Revised Rules of Court is a matter of
discretion.[27] The jurisdiction of the Supreme Court is limited to reviewing only errors of law, not of fact. When
supported by substantial evidence, findings of fact of the trial court as affirmed by the CA are conclusive and
binding on the parties, and are not reviewable by this Court unless the presence of any exceptional circumstances
is established.[28] The petitioners failed to establish any of the exceptional circumstances which would warrant
such review.

The petitioners aver that the CA erred in declaring the deed of absolute sale null and void on the ground that the
PHHC did not consent thereto. They insist that the one-year period prohibiting the sale of the property was to be
reckoned from November 14, 1975, when TCT No. 350542 was issued in their names. The bare fact that the
respondent was unable to read and did not know the English language will not even render the deed of absolute
sale voidable because the respondent did not complain that the deeds executed by her in their favor were written
in English. Moreover, the petitioners assert that the respondent is estopped from assailing the sale, considering
that she kept silent when they had their building constructed on the property. Additionally, the respondent told the
notary public that she had executed the deed of absolute sale voluntarily and knew its contents.
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The petitioners also assert that, contrary to the ruling of the trial court and the CA, the deed of absolute sale is
precisely what it is, a sale and not an equitable mortgage. The amounts received by the respondent from them
were partial payments for the property and not mere loans. They posit that the respondent admitted that they never
demanded for the repayment of the amounts. Moreover, the realty tax payments were made by the respondent
pursuant to their agreement that such taxes would be taken from the respondent’ s monthly rentals. They insist that
their compassion and close personal relationship with the respondent was the reason why the latter continued to
be in possession of the property.

The petition has no merit.

It is settled that the clarity of contract terms and the name given to it do not bar the Court from ascertaining the
true interest of the parties. In Aguirre v. Court of Appeals,[29] the Court declared:

In determining the nature of a contract, courts are not bound by the title or name given by the parties. 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 their conduct, words, actions and deeds prior to, during and
immediately after executing the agreement. As such, therefore, documentary and parol evidence may be
submitted and admitted to prove such intention.[30]

In Reyesv. Court of Appeals,[31] this Court emphasized that:

In determining whether a deed absolute in form is a mortgage, the court is not limited to the writing 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, all 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.

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.[32]

Thus, if both parties offer a conflicting interpretation of a contract or several contracts, then judicial determination
of theintention of the parties’ intention is inevitable.[33]

A contract may be embodied in two or more separate writings, in which event the writings should be read and
interpreted together in such a way as to eliminate seeming inconsistencies and render the parties intention
effectual .[34] In construing a written contract, the reason behind and the circumstances surrounding its execution
are of paramount importance to place the interpreter in the situation occupied by the parties concerned at the time
the writing was executed.[35] Construction of the terms of a contract, which would amount to impairment or loss
of right, is not favored. Conservation and preservation, not waiver, abandonment or forfeiture of aright, is the
rule[36] In case of doubts in contracts, the same should be settled in favor of the greatest reciprocity of
interests.[37] Moreover, such doubts must be resolved against the person who drafted the deed and who is
responsible for the ambiguities in the deed.[38]

In the present case, the respondent signed the following deeds in favor of the petitioner: (1) the
Agreement/Kasunduan, which on its face is dated January 17, 1964; (2) the Contract to Sell dated August 1964;
and (3) the Deed of Absolute Sale dated October 3, 1978 over the respondent’s undivided one-half share over the
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property.

In declaring that the transaction between the petitioners and the respondent on the subject property was an
equitable mortgage, the CA applied Articles 1602 and 1604 of the New Civil Code, which read:

Art. 1602. The contract shall be presumed to be an equitable mortgage, in any of the following cases:
- When the price of a sale with right to repurchase is unusually inadequate;
- When the vendor remains in possession as |lessee or otherwise;

- 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;

- When the purchaser retains for himself a part of the purchase price;
- When the vendor binds himself to pay the taxes on the thing sold;

- 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 a debt or the performance of any other obligation.

In any of the foregoing cases, any money, fruits, or other benefit to be received by the vendee as rent or,
otherwise, shall be considered as interest which shall be subject to the usury laws.

Art. 1604. The provisions of Article 1602 shall also apply to a contract purporting to be an absolute sale.

The appellate court relied on the following indicia in concluding that the agreement, contract to sell and deed of
absol ute sale executed by the respondent in favor of the petitioners was an equitable mortgage:

There are at least three indicia of an equitable mortgage in the transaction. First, vendor Caridad Sabico
remained in possession of the property even after the deed of sale (Exhs. “5” and “5-A”) was executed on
October 3, 1978. When Atty. Juan Agas started the construction of the two-door apartment in 1981, Caridad
Sabico and her children were still residing on the land. Atty. Agas allowed them to stay on the front part of the
land after his carpenters dismantled their house.

Second, Caridad Sabico continued to pay the taxes on the property “sold” even after the execution of the deed
of sale up to the second quarter of 1986. This is evidenced by officia receipts marked as “B,” “B-1" up to
“B-25." Upon the other hand, Tax Declaration No. 13-084-01647 in the name of Ulpiano Paulo and Juan L.
Agas (Exh. “17") was released to the declared property owners on October 3, 1986 and the real estate tax on
the second quarter of 1986 was paid only on June 30, 1986, as reflected on the back page of the said tax
declaration.

As held in Lazatin v. Court of Appeas: “... As is well-known, it is only where payment of taxes is
accompanied by actual possession of the land covered by the tax declaration that such circumstance may be
material in supporting a claim of ownership.”

Third, the existence of an equitable mortgage is shown by the fact that appellee obtained a series of loans from
appellant. The records show that the transaction of the plaintiff-appellee and appellant is not one that transpired
in aday or week. The so-called “purchase price” which were paid on installment was actually a series of loans
used by appelleein defraying her amortization to PHHC.

These circumstances, taken together, clearly manifest that the real intention of the parties in the series of
transaction is to secure the payment of a debt.[39]

We agree with the appellate court.
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In addition to the appellate court’ s findings, the following facts and circumstances further fortify the said ruling:

First. The respondent was the laundrywoman of the petitioners. Petitioner Juan Agas was even the godfather of
the respondent’ s daughter Thelma Sabico when the latter got married.

Second. The respondent was in dire need of money to pay her share of the downpayment for the property,
including the monthly amortizations to the PHHC. She then had to borrow money from the petitioners, until she
was indebted to the latter in the amount of P5,000.00. In the process, the respondent executed the
Agreement/Kasunduan, Contract to Sell and Deed of Absolute Sale, all drafted by the petitioners. The nature,
consequences and legal effects of the deeds were not explained to the respondent. As testified to by Notary Public
Evelyn Respicio, she merely asked the respondent if the latter knew the contents of the deed of absolute sale, and
the respondent purportedly replied in the affirmative. The notary public never even bothered to explain to the
respondent the nature and the rights and obligations of the parties under the deed, as mandated by Article 1332 of
the New Civil Code which reads:

When one of the parties is unable to read, and if the contract is in a language not understood by him and
mistake and fraud is alleged, the person enforcing the contract must show that the terms thereof have been
fully explained to the former.

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.[40]

Third. Despite the execution of the said deeds, the respondent remained in possession of the property and
continued residing in her house which was constructed thereon. If the agreement between the parties had been one
of sale as claimed by the petitioners, it behooved the latter to have immediately taken possession of the subject lot
as soon as the respondent had executed the deed of absolute sale on October 3, 1978. The petitioners, however,
did no such thing. This circumstance is a badge of the fictitiousness of the deed of absolute sale. Instead, on June
12, 1979, the petitioners asked the respondent to pay a nominal monthly rental of P25.00 to which the respondent
did not agree. Even if the respondent had agreed to do so, case law has it that where the vendor remains in
physical possession of the land as |essee or otherwise, the contract should be treated as an equitable mortgage.[41]

Fourth. On November 14, 1975, TCT No. 215624 was issued by the Office of the Register of Deeds to the
respondent and the spouses Paulo. As the registered owner, notwithstanding the delivery of her owner’s duplicate
of title to the petitioners sometime in December 1975, the respondent paid the realty taxes over the property and
continued to do so even after she had executed a deed of absolute sale over her undivided share in the property in
favor of the petitioners on October 3, 1978, until 1986.

Fifth. The petitioners did not immediately file the deed of absolute sale with the Office of the Register of Deeds,
executed by the respondent in their favor on October 3, 1978 or immediately thereafter. They did so only on
October 9, 1986, or after the lapse of eight years, and were then able to secure title over the property in their
names. During al thistime, the respondent remained in possession of the property.

Sixth. The respondent filed a complaint against the petitioners in the RTC soon after the petitioners registered the
deed of absolute sale covering the property in their favor and secured a title over the property as the registered
owners thereof.

The petitioners claim that the total amount of P5,000.00 they remitted to the respondent was partia payment for
the sdle of the property. This is, however, belied by the Agreement executed by the respondent where she
transferred her rights over the property in their favor for P2,500.00, and where the petitioners bound and obliged
themselves to pay, at the rate of P50.00 a month at the very least, inclusive of the P141.00 secured on October 1,
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1963 and the supposed downpayment of P250.00. The petitioners did not explain why they remitted only
P5,000.00 to the respondent, when the consideration for the transfer of the respondent’s rights under the
agreement was only P2,500.00. Moreover, the petitioners did not explain why they bought the property for
P20,000.00 as was made to appear in the deed of absolute sale when, under the agreement and the contract to sell
which the respondent executed in their favor, the consideration only appears to be P2,500.00.

We believe that the petitioners did not remit to the respondent the P20,000.00, the purchase price of the property
indicated in the deed of absolute sale, for the simple reason that the respondent did not and never intended to sell
her property to the petitioners.

IN LIGHT OF ALL THE FOREGOING, the petition is DENIED for lack of merit. Costs against the petitioners.

SO ORDERED.

Puno, (Chairman), Austria-Martinez, Tinga, and Chico-Nazario, JJ., concur.
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