SPECIAL ELEVENTH DIVISION

[ CA-G.R. CV NO. 97667, February 24, 2015 ]

MYLONA SUZETTE AYALA, PLAINTIFF-APPELLANT, VS. THE
RURAL BANK OF SAN JACINTO (PANGASINAN) INC,,
DEFENDANT-APPELLEE.

DECISION
SADANG, J.:

This is an ordinary appeal from the Decision[1] of the Regional Trial Court, Branch
44, Dagupan City, dated October 1, 2010, dismissing the complaint for annulment of
documents with damages in Civil Case No. 99-03135-D.

Antecedents of the Appeal

In her complaint against the Rural Bank of San Jacinto (Pangasinan), Inc. (the
Bank), plaintiff-appellant Mylona Suzette Ayala (Ayala) alleged that she is the
registered owner of a lot in Dagupan City, covered by Transfer Certificate of Title No.
66940. To fund the renovation of her family's ancestral house built on the lot, she
decided to mortgage said property to the bank. The Bank's manager, Rufino
Arzadon, came to her house bringing with him documents for her to sign. As she
was very excited, she signed the papers without reading them and she relied on the
representation of Rufino that the loan will be released in due time. She entrusted
her title to Rufino. A year later, she was told by an officer of the Bank that the Real
Estate Mortgage (REM) on her house and lot will be foreclosed because of her failure
to pay the loan that she obtained in the amount of P350,000.00. This surprised
Ayala because she never received the loan proceeds. Later, she discovered that
checks were issued purporting to be releases from the loan proceeds but she never
saw or encashed said checks.

Ayala prayed that the REM and the promissory notes be annulled.[2]

In its Answer with Compulsory Counterclaim,[3! the Bank countered that in
December 1996, Ayala obtained a loan of P350,000.00 as shown by promissory
notes and executed a REM, dated December 6, 1996. The net proceeds of the loan
was received by Ayala under Check Nos. 452-54876 and 452-54898, dated
December 12 and 13, 1996, respectively. Ayala paid the loan and other charges as
shown by Official Receipt No. 51441, dated March 16, 1998. On the same day, Ayala
renewed her loan in the amount of P450,000.00, the net proceeds of which was
received by Ayala as shown by the Receipt, dated March 16, 1998, and Ayala
executed a mortgage in the amount of P100,00.00 as additional security for the first
REM. The principal amount of P450,000.00 became due on October 2, 1998 but
Ayala failed and refused to pay in spite of several demands. As of January 30, 2000,
Ayala's total obligation was P682,258.55.



At the trial, Ayala offered her and Rafaelito Okol's testimonies to prove her
allegations. On the other hand, the Bank offered the testimonies of Philippine
Deposit Insurance Corporation Deputy Liquidator Oliver Ileto and Assistant
Manager/Cashier Dolores Espinoza-Arzadon, as well as documentary evidence.

On October 1, 2010, the RTC rendered its Decision!4! dismissing the complaint. The
fallo reads:

WHEREFORE, judgment is hereby rendered dismissing the case at bench
for lack of cause of action.

With costs against the plaintiffs.
SO ORDERED.

Appellant's motion for reconsideration was denied in the June 27, 2011 Resolution[>]
of the RTC; hence, this appeal raising this alleged error:

The lower court erred in holding that plaintiff Mylona Suzette Ayala
cannot feign ignorance of the approval of the agricultural loan she applied
for and of the release by the Bank of the proceeds thereof, thus no cause

of action to file the case.[6]

The Bank did not file appellee's brief, thus, the case was deemed submitted for
resolution.[”]

RULING

The issues in this appeal are: 1) whether Ayala applied for a loan and received the
proceeds thereof; and 2) whether there was a valid REM.

In this jurisdiction, the party who alleges an affirmative fact has the burden of
proving it because mere allegation of the fact is not evidence thereof.[8] Verily, the
party who asserts, not he who denies, must prove his assertion.[°] Under Section 1,

Rule 133[10] of the Rules of Court, the required quantum of evidence in civil actions
is preponderance of evidence. This refers to evidence that is of greater weight, or

more convincing, than the evidence offered in opposition to it.[11] It is proof that
leads the trier of facts to find that the existence of the contested fact is more

probable than its non-existence.[12]

Considering that Ayala denied that she received the proceeds of the loan and
executed a REM to secure the loan, the Bank had the burden of proving, by
preponderance of evidence, its affirmative assertion that Ayala obtained a loan and
mortgaged her property. The evidence shows that the Bank successfully discharged
that burden.

Thus, the Bank presented these documents, all bearing the signature of Mylona
Suzette Ayala, to prove Ayala's loan and mortgage, viz.: Exhibit 1 - Application for
Loan; Exhibit 2 - Agricultural Loan Application; Exhibit 3 - Promissory Note, dated
December 12, 1996; Exhibit 4 - Promissory Note, dated December 13, 1996;
Exhibit 5 - Promissory Note, dated December 16, 1998; Exhibit 6 — Receipt, dated



December 13, 1996; Exhibit 7 - Receipt, dated December 1, 1996; Exhibit 8 -
Receipt, dated March 16, 1998; Exhibit 13 - Additional Real Estate Mortgage dated

December 6, 1996; and Exhibit 14 - Real Estate Mortgage.[13]

The Bank also presented the following: Exhibit 9 — Rural Bank of San Jacinto Check
No. 452 54876, payable to Ayala, dated December 12, 1996, signed by Dolores
Arzadon; Exhibit 10 — Rural Bank of San Jacinto Check No. 452 54898, payable to
Ayala, dated December 13, 1996, signed by Dolores Arzadon; Exhibit 11 - Rural
Bank of San Jacinto Check No. 452 56747, dated March 16, 1998, payable to Ayala,
signed by Dolores Arzadon; Exhibit 12 - Ledger Account of Mylona Suzette Ayala;

and Exhibit 15 - copy of TCT 66940.[14]

The foregoing documents were identified by the Bank's assistant manager and
cashier, Dolores Espinoza-Arzadon, who had personal knowledge of the loan and
mortgage transactions. The authenticity and due execution of the documents were
never challenged by Ayala. If Ayala honestly believed that her signatures on the
documents are forgeries, she could have easily resorted to compulsory process and
presented expert testimony to prove her allegation. Her failure to do so only gives
rise to the logical conclusion that her signatures on the documents are genuine and
the documents are what they purport to be. In fact, the RTC noted that Ayala did
not deny that the signatures appearing in the Application for Loan, dated December
13, 1996, Application for Agricultural Loan, dated March 16, 1998, and Promissory
Notes dated December 12, 2996, December 13, 1996, and March 16, 1998 are her

signatures.[15] The RTC likewise noted that the signatures on said documents and
the signatures on the Receipts, dated December 12, 1996, December 13, 1996 and

March 16, 1998 “are exactly the same.”[16]

Through the foregoing documents and the testimony of Espinoza-Arzadon, the Bank
has shown, by preponderance of evidence, that Ayala had indeed applied for a loan,
received the proceeds thereof, and executed a REM over her property to secure
payment of her obligation. Surely, such evidence must prevail over Ayala's evidence
which consists merely of her bare and self-serving denial of the transactions.

Ayala contends that the delivery of the checks did not result in the perfection of the
contract of loan because checks produce the effect of payment only when they are

encashed.[17] She argues that the checks were not signed by her and were
therefore not encashed. There being no perfected contract of loan, there can be no

valid mortgage, which is only an accessory contract.[18] To support her contention,
Ayala cites Naguiat v. Court of Appeals.[1°] The contention is unmeritorious.

It is true that a loan is a real contract, not consensual, and as such it is perfected

only upon the delivery of the object of the contract.[20] Delivery is the act by which
the res or substance thereof is placed within the actual or constructive possession or

control of another.[21]

In Naguiat, it was held that a loan, being a real contract, cannot be deemed
perfected by the delivery of a check pursuant to Art. 1249[22] of the Civil Code.
However, the facts of Naguiat are different from this case. In Naguiat, the checks
issued as loan proceeds were never received by the debtor-mortgagee as they were
withheld from her by the creditor-mortgagor and turned over to the latter's agent



