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SUMMARY

The Delaware Supreme Court held that CACH, LL.C's judgment lien had priority over Eastern Savings

Bank's later-recorded mortgage under Delaware's pure race recording statute. The court declined to

apply equitable subrogation to a mortgage refinancing absent a separate equitable basis and affirmed

the Superior Court's judgment.
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Eastern Savings appealed from the Superior Court's order affirming a
Court of Common Pleas summary judgment ruling in favor of CACH

in a dispute over the priority of liens and foreclosure-sale proceeds.

The Supreme Court reviews the Superior Court's grant or denial of

summary judgment de novo.
Published Delaware Supreme Court opinion; precedential.

Eastern Savings Bank, FSB v. CACH, LLC

remedies  appellate procedure

remedies  appellate procedure

1. Whether Delaware's pure race recording statute gave CACH priority over Eastern Savings because

CACH recorded its judgment lien before Eastern Savings recorded its mortgage.



2. Whether equitable subrogation permitted Eastern Savings, a refinancing lender, to assume the priority of

the preexisting liens that its loan proceeds satisfied.

3. Whether equitable subrogation should be applied absent a reasonable mistake, unjust enrichment, or
another equitable basis, where the lender's title insurer or settlement agent failed to discover or address

the intervening lien.

HOLDINGS

1. Under Delaware's pure race recording statute, competing mortgages and mortgage-like liens have
priority according to the time of recording. Because CACH recorded its judgment lien eight days before

Eastern Savings recorded its mortgage, CACH had priority.

2. Delaware does not permit a refinancing lender to use equitable subrogation to move ahead of an
intervening judgment lien solely because the lender used its funds to pay preexisting mortgages and

judgments.

3. CACH would not receive an unearned windfall by retaining its statutory priority because it did not agree

to subordinate its judgment lien to Eastern Savings's later-recorded mortgage.

KEY QUOTATIONS

“Equitable subrogation is a doctrine that “allows one who has discharged the debt of another to succeed to
the rights of the satisfied creditor.”” (590)

“The rule is first in time, first in right.” (590)
“We decline to extend the equitable doctrine’s reach to such circumstances.” (592-593)

“We will not apply the doctrine of equitable subrogation to cure the failure of Eastern Savings’ title insurer or
settlement agent to ensure that Eastern Savings’was placed in a first lien position before completing the

settlement process.” (593)

FACTUAL BACKGROUND

CACH recorded a judgment lien against Johnson's property on December 21, 2006. Two days earlier, Johnson
and his wife had refinanced the property with Eastern Savings, executing a $168,000 mortgage; the loan
proceeds paid five preexisting liens but did not pay CACH's judgment. Eastern Savings did not record its
mortgage until December 29, 2006, eight days after CACH recorded its lien. After the property was sold at a
sheriff's sale for $133,000, Eastern Savings received the proceeds and refused CACH's demand for payment.

PROCEDURAL HISTORY

CACH obtained and recorded a judgment lien against property owned by Aaron Johnson, Jr. Eastern Savings
later recorded a mortgage arising from a refinancing transaction and used the loan proceeds to satisfy several
preexisting liens, but not CACH's judgment lien. After the property was sold at a sheriff's sale and Eastern
Savings retained the proceeds, CACH sued for misappropriation and unjust enrichment. Following earlier

appellate proceedings and remand for consideration of equitable subrogation, the Court of Common Pleas



rejected Eastern Savings's subrogation claim, and the Superior Court affirmed. The Supreme Court of Delaware

affirmed the Superior Court.

DISPOSITION
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