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PERALTA, J.:

Before the Court is a petition for review on certiorari filed by Allied Banking Corporation (petitioner) seeking to
reverse the Decision[1] dated October 21, 2004, as well as the Order[2] dated February 10, 2005 of the Regional
Trial Court (RTC), Branch 35, Santiago City, docketed as SCA No. 35-0145 for legal redemption with prayer for
atemporary restraining order and preliminary injunction.

On February 19, 1996, Ruperto Jose Mateo (respondent) obtained a loan from petitioner in the amount of
P950,000.00. To secure the payment of the loan, respondent executed in favor of petitioner a deed of rea estate
mortgage over a parcel of land registered in respondent's name under Transfer Certificate of Title (TCT) No.
236351 of the Register of Deeds of Isabela. He likewise executed a promissory note in the amount of
P950,000.00. Subsequently, respondent incurred default in the payment of his loan prompting petitioner to cause
the extrajudicial foreclosure of the mortgage constituted on the subject property. The property was sold at public
auction for P1,531,474.53 with petitioner as the sole and highest bidder. The Certificate of Sale was issued to
petitioner, and was registered with the Register of Deeds on July 21, 1999.

Respondent, through her attorney-in-fact, Warlita N. Mateo (Warlita), sent, on several dates, faxed letters to
petitioner signifying his desire to redeem the foreclosed property for P1.1 million pesos.

On July 21, 2000, or on the last day of the period for redemption, respondent, represented by Warlita, filed a case
for legal redemption with prayer for temporary restraining order and preliminary injunction with the RTC of
|sabela.

On January 19, 2001, petitioner effected the consolidation of its ownership over the subject property and TCT No.
311043 was issued in its name on March 2, 2001.

During the pre-trial conference on September 18, 2002, respondent offered to redeem the property for the
foreclosed amount of P1,531,474.53, but petitioner refused. Instead of continuing with the trial, the parties agreed
to submit the case for summary judgment.

On October 21, 2004, the RTC rendered its Decision, the dispositive portion of which reads:

WHEREFORE, in view of the foregoing premises, judgment is hereby rendered in favor of the plaintiff and
against the defendant, ALLOWING the plaintiff to redeem from the defendant the property now covered by
TCT No. T-311043 in the name of the defendant, upon payment of the amount of P1,531,474.53, plus one (1)
percent as interest for one (1) month only, and ORDERING the defendant to accept the tender of redemption
of the plaintiff and to deliver the proper certificate of redemption to the latter and finally, ordering the

© 2026 batas.org - Philippine Bar Review & Law-School Companion Page 1 of 7
Turn this case into an audio lecture - facts, issues, ruling and doctrine - at batas.org



BATAS.org - Philippine Law Library G.R. No. 167420. June 05, 2009

defendant to indemnify the plaintiff P30,000.00 as attorney's fees and cost of the suit.[3]

In so ruling, the RTC found that: (1) respondent had the right to redeem the foreclosed property from petitioner,
as the one year period to redeem had not yet expired when respondent filed the instant case; (2) even prior to the
filing of the case, respondent had sent petitioner several faxed letters to show his sincere desire to avail himself of
the right to redeem the property from petitioner; (3) respondent already offered to pay the foreclosed price of
P1,531,474.53 as in fact he had consigned P1.1 million in the Land Bank. The trial court also found that
respondent began to exercise the right to redeem on August 10, 1999 when he, through Warlita, sent a letter to
petitioner on his intention to redeem; thus, applying Section 28, Rule 39 of the Rules of Court, respondent should
pay as redemption price the foreclosed amount of P1,531,474.53, plus one percent interest for the month that
lapsed until August 10, 1999.

Petitioner filed a Motion for Reconsideration, which was denied in an Order[4] dated February 10, 2005.

In denying the Motion for Reconsideration, the RTC ruled that respondent's offer of P1,531,474.53 made during
the pre-trial conference aready covered petitioner's bid price at the foreclosure auction sale, which already
incorporated the interest, penalties, attorney's fees and other expenses of sale; that such purchase price should be
the basis of the redemption price, plus interest at one percent, in order to afford respondent a greater chance to
redeem the foreclosed property.

Dissatisfied, petitioner filed a petition for review on certiorari with the Court, alleging that:

THE LOWER COURT DECIDED A QUESTION OF SUBSTANCE IN A WAY NOT IN ACCORD WITH
LAW AND WITH THE APPLICABLE DECISIONS OF THE SUPREME COURT IN THAT:

I. It is considered sufficient tender and consignation the amount which was less than the price for which the
property was bought and in the manner not in conformity with the law and settled jurisprudence.

I1. It applied the provisions of Sec. 28, Rule 39 of the Rules of Court and Act No. 3135 in the computation of
the redemption price even when the said basis has been superseded by Sec. 78 of the General Banking Act
(now Section 47 of RA 8791).[5]

Petitioner contends that: (1) the RTC erred in considering the various offers made by respondent to redeem the
subject property for the amount of P1.1 million as sufficient tender of payment for purposes of redemption; (2) the
tender to be legaly sufficient must be for the amount of the purchase price, plus the agreed interest rate on the
principal obligation; (3) the RTC erred in considering the deposit of P1.1 million with Land Bank as sufficient
consignation, since the amount should have been deposited in court and not anywhere else; (4) the offer to redeem
in the amount of P1,531,474.53 was made only during the pre-trial conference, which was aready way past the
redemption period; and (5) the redemption price should be based on Section 47 of the General Banking Act.

In his Comment, respondent claims that the petition should be denied outright, because it raises questions of fact
and not purely of law; that the issue as to the sufficiency or insufficiency of the amount tendered by respondent is
aquestion of fact, as the Court should consider the factual evidence in relation to the computation of the purchase
price paid by petitioner during the foreclosure sale and the price offered by respondent; that he offered to pay
petitioner's purchase amount of P1,531,474.53 during the pre-trial conference; that he can still exercise the right
of redemption over the subject property; and that a previous tender of payment and consignation is only proper
but is not essential when the redemptioner exercises his right to redeem the foreclosed property through the filing
of ajudicia action within the period of redemption.

In its Reply, petitioner argues that the case was decided on stipulation of facts by the parties; thus, any appeal
from a judgment based on stipulation of facts can only be on questions of law; that, whether under Section 28,
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Rule 39 of the Rules of Court or Section 47 of the General Banking Act, the minimum redemption amount is
P1,531,474.53, which was the amount paid by petitioner during the foreclosure sale.

Preliminarily, the Court would first address the procedural matter raised by respondent: that the petition should be
denied outright because it raises questions of fact and not purely of law. Respondent claims that the issue asto the
sufficiency or insufficiency of the amount tendered by respondent is a question of fact, which could not be raised
in an appeal by certiorari under Rule 45.

We are not persuaded.

Notably, it was aready stipulated upon by the parties that respondent offered P1.1 million as redemption price
before the filing of this action; thus, the issue is not the amount of redemption price, but the sufficiency of the
amount offered by respondent that would warrant the redemption of the foreclosed property. Thisis a question of
law as it calls for the correct application of law and jurisprudence on the matter, which is within the purview of
Rule 45 of the Rules of Court.

The Court will now address the main issues presented, to wit:

D
Whether or not respondent still has the right to redeem the subject property; and

)

Whether or not Section 78 of the General Banking Act<[6] should be applied to the computation of the
redemption price.

Section 6 of Act No. 3135,[7] asamended by Act No. 4118, provides for avalid redemption, to wit:

SEC. 6. In al casesin which an extrgjudicial sale is made under the special power hereinbefore referred to, the
debtor, his successors in interest or any judicia creditor or judgment creditor of said debtor, or any person
having alien on the property subsequent to the mortgage or deed of trust under which the property is sold, may
redeem the same at any time within the term of one year from and after the date of sale; and such redemption
shall be governed by the provisions of sections four hundred and sixty-four to four hundred and sixty-six,
inclusive,[8] of the Code of Civil Procedure, insofar as these are not inconsistent with the provisions of this
Act.

Considering that petitioner is a banking institution, the determination of the redemption price for the foreclosed
property should be governed by Section 78 of the General Banking Act. Union Bank of the Philippinesv. Court of
Appeds,[9] isinstructive:

X X X Petitioner's contention that Section 78 of the General Banking Act governs the determination of the
redemption price of the subject property is meritorious. In Ponce de Leon v. Rehabilitation Finance
Corporation, this Court had occasion to rule that Section 78 of the Genera Banking Act had the effect of
amending Section 6 of Act No. 3135 insofar as the redemption price is concerned when the mortgagee is a
bank, asin this case, or abanking or credit institution. The apparent conflict between the provisions of Act No.
3135 and the General Banking Act was, therefore, resolved in favor of the latter, being a special and
subsequent legislation. This pronouncement was reiterated in the case of Sy v. Court of Appeals where we held
that the amount at which the foreclosed property is redeemable is the amount due under the mortgage deed, or
the outstanding obligation of the mortgagor plus interest and expenses in accordance with Section 78 of the
General Banking Act. It was, therefore, manifest error on the part of the Court of Appeals to apply in the case
at bar the provisions of Section 30, Rule 39 of the Rules of Court in fixing the redemption price of the subject
foreclosed property.
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And Section 78 provides:

Sec. 78. In the event of foreclosure, whether judicialy or extrgjudicially, of any mortgage on real estate which
is security for any loan granted before the passage of this Act or under the provisions of this Act, the
mortgagor or debtor whose real property has been sold at public auction, judicially or extrajudicialy, for the
full or partial payment of an obligation to any bank, banking or credit institution, within the purview of this
Act shall have the right, within one year after the sale of the real estate as a result of the foreclosure of the
respective mortgage, to redeem the property by paying the amount fixed by the court in the order of execution,
or the amount due under the mortgage deed, as the case may be, with interest thereon at the rate specified in
the mortgage, and all the costs, and judicial and other expenses incurred by the bank or institution concerned
by reason of the execution and sale and as a result of the custody of said property less the income received
from the property.

In BPI Family Savings Bank, Inc. v. Veloso,[10] the Court had occasion to state the reguirements for the
redemption of the foreclosed property. The Court held:

The genera rulein redemption isthat it is not sufficient that a person offering to redeem manifests his desire to
do so. The statement of intention must be accompanied by an actual and simultaneous tender of payment. This
constitutes the exercise of the right to repurchase.

In several cases decided by the Court where the right to repurchase was held to have been properly exercised,
there was an unequivocal tender of payment for the full amount of the repurchase price. Otherwise, the offer to
redeem is ineffectual. Bona fide redemption necessarily implies a reasonable and valid tender of the entire
repurchase price, otherwise the rule on the redemption period fixed by law can easily be circumvented.[11]

In this case, it was stipulated upon by the parties that the real estate mortgage over respondent's property was
foreclosed in the amount of P1,531,474.53, and that respondent offered the amount of P1.1 million as redemption
price before the filing of the complaint. It has been held that the tender of payment must be for the full amount of
the purchase price, i.e., the amount fixed by the court in the order of execution or the amount due under the
mortgage deed, as the case may be, with interest thereon at the rate specified in the mortgage; and all the costs,
and judicial and other expenses incurred by the bank or institution concerned by reason of the execution and sale
and as a result of the custody of said property less the income received from the property. Thus, the amount of
P1.1 million offered by respondent was ineffective, since not only did the amount not include the interest but it
was even below the purchase price. Such offer did not effect a valid redemption, and petitioner was justified in
refusing to accept such offer.

The RTC found that the instant case for legal redemption must prosper, as the one-year period to redeem had not
yet expired when respondents filed the case. Notably, respondents filed the instant case on July 21, 2000 which
was within one year from the registration of the Certificate of Sale on July 21, 1999. The question now is whether
such judicial redemption is proper under the circumstances.

In Hi Yield Realty, Inc v. Court of Appeals,[12] the Court held:

What is the redemptioner's option therefore when the redemption period is about to expire and the redemption
cannot take place on account of disagreement over the redemption price?

According to jurisprudence, the redemptioner faced with such a problem may preserve his right of redemption
through judicial action which in every case must be filed within the one-year period of redemption. The filing
of the court action to enforce redemption, being equivalent to a formal offer to redeem, would have the effect
of preserving his redemptive rights and "freezing" the expiration of the one-year period. This is a fair
interpretation provided the action is filed on time and in good faith, the redemption price is finally determined
and paid within areasonable time, and the rights of the parties are respected.
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Stated otherwise, the foregoing interpretation, as applied to the case at bar, has three critical dimensions: (1)
timely redemption or redemption by expiration date (or, as what happened in this case, the redemptioner was
forced to resort to judicial action to "freeze" the expiration of the redemption period); (2) good faith as always,
meaning, the filing of the private respondent's action on August 13, 1993 must have been for the sole purpose
of determining the redemption price and not to stretch the redemptive period indefinitely; and (3) once the
redemption price is determined within a reasonable time, the redemptioner must make prompt payment in full.

Conversdly, if private respondent had to resort to judicial action to stall the expiration of the redemptive period
on August 13, 1993 because he and the petitioner could not agree on the redemption price which still had to be
determined, private respondent could not thereby be expected to tender payment simultaneously with the filing
of the action on said date.[13]

As above-stated, for the action to be considered filed in good faith, the filing of the action must have been for the
sole purpose of determining the redemption price and not to stretch the redemptive period indefinitely. In this
case, it was sufficiently shown that respondent's offer of P1.1 million was even below the amount paid by
petitioner in the foreclosure sale. Notably, in petitioner's Answer to respondent's complaint, it had alleged that, as
of June 16, 2000, the redemption price of the foreclosed property consisting of the amount due under the
mortgage deed, the interest specified in the mortgage and all the costs and expenses incurred by petitioner from
the sale and custody of the property already amounted to P2,058,825.73.[14] Y et, during the pre-trial conference,
respondent merely offered to pay the amount of the auction price alone which was P1,531,474.53, without any
payment of interest. In fact, respondent never even consigned such amount in court to show good faith.

It is not difficult to understand why the redemption price should either be fully offered in legal tender or else
validly consigned in court. Only by such means can the auction winner be assured that the offer to redeem is
being made in good faith.[15] Thus, the Court finds that respondent's action for legal redemption was not filed in
good faith. It was not filed for the purpose of determining the correct redemption price, but to stretch the
redemption period indefinitely.[16]

WHEREFORE, the petition for review is GRANTED. The Decision dated October 21, 2004, as well as the Order
dated February 10, 2005 of the Regional Trial Court, Branch 35, Santiago City, are hereby REVERSED and SET
ASIDE. The action for legal redemption filed by respondent is hereby DISMISSED.

SO ORDERED.

Y nares-Santiago, (Chairperson), Carpio,[*] Corona,[**] and Nachura, JJ., concur.

[*] Designated to sit as an additional member, per Special Order No. 646 dated May 15, 2009.
[**] Designated to sit as an additional member, per Special Order No. 631 dated April 29, 2009.
[1] Penned by Judge Efren M. Cacatian, rollo, pp. 7-15.

[2] Id. at 16-22.

[3] Id. at 14-15.

[4] Id. at 16-22.

[5] 1d. at 36.

[6] Republic Act No. 337.
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[7] An Act to Regulate the Sale of Property under Special Powers Inserted in or Annexed to Real-Estate
Mortgages; commonly known as the Extra-Judicial Foreclosure of Mortgage.

[8] Now Section 28, Rule 39 of the Rules of Court provides:

SEC. 28. Time and manner of, and amounts payable on, successive redemptions; notice to be given and filed. -
The judgment obligor, or redemptioner, may redeem the property from the purchaser, at any time within one (1)
year from the date of the registration of the certificate of sale, by paying the purchaser the amount of his purchase,
with one per centum per month interest thereon in addition, up to the time of redemption, together with the
amount of any assessments or taxes which the purchaser may have paid thereon after purchase, and interest on
such last named amount of the same rate; and if the purchaser be also a creditor having a prior lien to that of the
redemptioner, other than the judgment under which such purchase was made, the amount of such other lien, with
interest.

[9] G.R. No. 134068, June 25, 2001, 359 SCRA 480, 490-491.

[10] G.R. No. 141974, August 9, 2004, 436 SCRA 1.

[11] Id. at 6. (Emphasis supplied).

[12] G.R. No. 138978, September 12, 2002, 388 SCRA 655.

[13] Id. at 663.

[14] Rollo, p. 59.

[15] BPI Family Savings Bank v. Veloso, supranote 10 at 7.

[16] Tolentino v. Court of Appeals, G.R. No. 171354, March 7, 2007, 517 SCRA 732, 748.
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