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SECOND DIVISION
[ G. R. No. 154061, January 25, 2012 ]

PANAY RAILWAYS INC., PETITIONER, VS. HEVA MANAGEMENT
AND DEVELOPMENT CORPORATION, PAMPLONA AGRO-
INDUSTRIAL CORPORATION, AND SPOUSES CANDELARIA DAYOT
AND EDMUNDO DAYOT, RESPONDENTS.

DECISION

SERENO, J.:

The present Petition stems from the dismissal by the Regional Trial Court (RTC) of
Iloilo City of a Notice of Appeal for petitioner's failure to pay the corresponding
docket fees.

The facts are as follows:

On 20 April 1982, petitioner Panay Railways Inc., a government-owned and
controlled corporation, executed a Real Estate Mortgage Contract covering several
parcels of lands, including Lot No. 6153, in favor of Traders Royal Bank (TRB) to
secure P20 million worth of loan and credit accommodations. Petitioner excluded
certain portions of Lot No. 6153: that already sold to Shell Co., Inc. referred to as

6153-B, a road referred to as 6153-C, and a squatter area known as 6153-D.[1]

Petitioner failed to pay its obligations to TRB, prompting the bank to extra-judicially
foreclose the mortgaged properties including Lot No. 6153. On 20 January 1986, a
Certificate of Sale was issued in favor of the bank as the highest bidder and
purchaser. Consequently, the sale of Lot No. 6153 was registered with the Register
of Deeds on 28 January 1986 and annotated at the back of the transfer certificates
of title (TCT) covering the mortgaged properties.

Thereafter, TRB caused the consolidation of the title in its name on the basis of a
Deed of Sale and an Affidavit of Consolidation after petitioner failed to exercise the
right to redeem the properties. The corresponding TCTs were subsequently issued in
the name of the bank.

On 12 February 1990, TRB filed a Petition for Writ of Possession against petitioner.
During the proceedings, petitioner, through its duly authorized manager and officer-
in-charge and with the assistance of counsel, filed a Manifestation and Motion to
Withdraw Motion for Suspension of the Petition for the issuance of a writ of

possession.[z] The pertinent portions of the Manifestation and Motion state:

3. That after going over the records of this case and the case of Traders
Royal Bank vs. Panay Railway, Inc., Civil Case No. 18280, PRI is
irrevocably withdrawing its Motion for Suspension referred to in



paragraph 1 above, and its Motion for Reconsideration referred in
paragraph 2 above and will accept and abide by the September 21, 1990
Order denying the Motion For Suspension;

4. That PRI recognizes and acknowledges petitioner (TRB) to be
the registered owner of Lot 1-A; Lot 3834; Lot 6153; Lot 6158;
Lot 6159, and Lot 5 covered by TCT No. T-84233; T-84234; T-
84235; T-84236; T-84237, T-84238 and T-45724 respectively,
free of liens and encumbrances, except that portion sold to Shell
Co. found in Lot 5. That Petitioner (TRB) as registered owner is
entitled to peaceful ownership and immediate physical
possession of said real properties.

5. That PRI further acknowledges that the Provincial Sheriff validly
foreclosed the Real Estate Mortgage erected by PRI due to failure
to pay the loan of ?20,000,000.00. That TRB was the purchaser of
these lots mentioned in paragraph 4 above at Sheriff's Auction Sale as
evidenced by the Certificate of Sale dated January 20, 1986 and the
Certificates of Titles issued to Petitioner;

6. That PRI further manifests that it has no past, present or
future opposition to the grant of the Writ of Possession to TRB
over the parcels of land mentioned in paragraph 4 above and
subject of this Petition and even assuming "arguendo" that it has,
PRI irrevocably waives the same. That PRI will even assist TRB in
securing possession of said properties as witness against
squatters, illegal occupants, and all other possible claimants;

7. That upon execution hereof, PRI voluntarily surrenders physical
possession and control of the premises of these lots to TRB, its
successors or its assigns, together with all the buildings,
warehouses, offices, and all other permanent improvements
constructed thereon and will attest to the title and possession of
petitioner over said real properties. (Emphasis supplied)

TCT No. T-84235 mentioned in the quoted portion above is Lot No. 6153, which is
under dispute.

It was only in 1994 that petitioner realized that the extrajudicial foreclosure included
some excluded properties in the mortgage contract. Thus, on 19 August 1994, it
filed a Complaint for Partial Annulment of Contract to Sell and Deed of Absolute Sale
with Addendum; Cancellation of Title No. T-89624; and Declaration of Ownership of

Real Property with Reconveyance plus Damages.[3]

It then filed an Amended Complaint[4] on 1 January 1995 and again filed a Second
Amended Complaintl®! on 8 December 1995.

Meanwhile, respondents filed their respective Motions to Dismiss on these grounds:
(1) petitioner had no legal capacity to sue; (2) there was a waiver, an abandonment
and an extinguishment of petitioner's claim or demand; (3) petitioner failed to state



a cause of action; and (4) an indispensable party, namely TRB, was not impleaded.

On 18 July 1997, the RTC issued an Orderl®] granting the Motion to Dismiss of
respondents. It held that the Manifestation and Motion filed by petitioner was a
judicial admission of TRB's ownership of the disputed properties. The trial court
pointed out that the Manifestation was executed by petitioner's duly authorized
representative with the assistance of counsel. This admission thus operated as a
waiver barring petitioner from claiming otherwise.

On 11 August 1997, petitioner filed a Notice of Appeal without paying the necessary
docket fees. Immediately thereafter, respondents filed a Motion to Dismiss Appeal
on the ground of nonpayment of docket fees.

In its Opposition,l”] petitioner alleged that its counsel was not yet familiar with the
revisions of the Rules of Court that became effective only on 1 July 1997. Its
representative was likewise not informed by the court personnel that docket fees
needed to be paid upon the filing of the Notice of Appeal. Furthermore, it contended
that the requirement for the payment of docket fees was not mandatory. It
therefore asked the RTC for a liberal interpretation of the procedural rules on
appeals.

On 29 September 1997, the RTC issued an Orderl8! dismissing the appeal citing
Sec. 4 of Rule 41[°] of the Revised Rules of Court.

Petitioner thereafter moved for a reconsideration of the Order[10] alleging that the
trial court lost jurisdiction over the case after the former had filed the Notice of
Appeal. Petitioner also alleged that the court erred in failing to relax procedural rules
for the sake of substantial justice.

On 25 November 1997, the RTC denied the Motion.[11]

On 28 January 1998, petitioner filed with the Court of Appeals (CA) a Petition for
Certiorari and Mandamus under Rule 65 alleging that the RTC had no jurisdiction to
dismiss the Notice of Appeal, and that the trial court had acted with grave abuse of
discretion when it strictly applied procedural rules.

On 29 November 2000, the CA rendered its Decision!12] on the Petition. It held that
while the failure of petitioner to pay the docket and other lawful fees within the
reglementary period was a ground for the dismissal of the appeal pursuant to Sec. 1
of Rule 50 of the Revised Rules of Court, the jurisdiction to do so belonged to the CA
and not the trial court. Thus, appellate court ruled that the RTC committed grave
abuse of discretion in dismissing the appeal and set aside the latter's assailed Order
dated 29 September 1997.

Thereafter, respondents filed their respective Motions for Reconsideration.

It appears that prior to the promulgation of the CA's Decision, this Court issued
Administrative Matter (A.M.) No. 00-2-10-SC which took effect on 1 May 2000,
amending Rule 4, Sec. 7 and Sec. 13 of Rule 41 of the 1997 Revised Rules of Court.
The circular expressly provided that trial courts may, motu proprio or upon motion,



