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GC DALTON INDUSTRIES, INC., PETITIONER, VS. EQUITABLE PCI
BANK, RESPONDENT.




D E C I S I O N

CORONA, J.:

In 1999, respondent Equitable PCI Bank extended a P30-million credit line to
Camden Industries, Inc. (CII) allowing the latter to avail of several loans (covered
by promissory notes) and to purchase trust receipts. To facilitate collection, CII
executed a "hold-out" agreement in favor of respondent authorizing it to deduct
from its savings account any amounts due. To guarantee payment, petitioner GC
Dalton Industries, Inc. executed a third-party mortgage of its real properties in
Quezon City[1] and Malolos, Bulacan[2] as security for CII's loans.[3]

CII did not pay its obligations despite respondent's demands. By 2003, its
outstanding consolidated promissory notes and unpaid trust receipts had reached a
staggering P68,149,132.40.[4]

Consequently, respondent filed a petition for extrajudicial foreclosure of petitioner's
Bulacan properties in the Regional Trial Court (RTC) of Bulacan on May 7, 2004.[5]

On August 3, 2004, the mortgaged properties were sold at a public auction where
respondent was declared the highest bidder. Consequently, a certificate of sale[6]

was issued in respondent's favor on August 3, 2004.

On September 13, 2004, respondent filed the certificate of sale and an affidavit of
consolidation of ownership[7] in the Register of Deeds of Bulacan pursuant to
Section 47 of the General Banking Law.[8] Hence, petitioner's TCTs covering the
Bulacan properties were cancelled and new ones were issued in the name of
respondent.[9]

In view of the foregoing, respondent filed an ex parte motion for the issuance of a
writ of possession[10] in the RTC Bulacan, Branch 10 on January 10, 2005.[11]

Previously, however, on August 4, 2004, CII had filed an action for specific
performance and damages[12] in the RTC of Pasig, Branch 71 (Pasig RTC), asserting
that it had allegedly paid its obligation in full to respondent.[13] CII sought to
compel respondent to render an accounting in order to prove that the bank
fraudulently foreclosed on petitioner's mortgaged properties.

Because respondent allegedly failed to appear during the trial, the Pasig RTC
rendered a decision on March 30, 2005[14] based on the evidence presented by CII.



It found that, while CII's past due obligation amounted only to P14,426,485.66 as of
November 30, 2002, respondent had deducted a total of P108,563,388.06 from
CII's savings account. Thus, the Pasig RTC ordered respondent: (1) to return to CII
the "overpayment" with legal interest of 12% per annum amounting to
P94,136,902.40; (2) to compensate it for lost profits amounting to P2,000,000 per
month starting August 2004 with legal interest of 12% per annum until full payment
and (3) to return the TCTs covering the mortgaged properties to petitioner. It
likewise awarded CII P2,000,000 and P300,000, respectively, as moral and
exemplary damages and P500,000 as attorney's fees.

Respondent filed a notice of appeal. CII, on the other hand, moved for the
immediate entry and execution of the abovementioned decision.

In an order dated December 7, 2005,[15] the Pasig RTC dismissed respondent's
notice of appeal due to its failure to pay the appellate docket fees. It likewise found
respondent guilty of forum-shopping for filing the petition for the issuance of a writ
of possession in the Bulacan RTC. Thus, the Pasig RTC ordered the immediate entry
of its March 30, 2005 decision.[16]

Meanwhile, in view of the pending case in the Pasig RTC, petitioner opposed
respondent's ex parte motion for the issuance of a writ of possession in the Bulacan
RTC. It claimed that respondent was guilty of fraud and forum-shopping, and that it
was not informed of the foreclosure. Furthermore, respondent fraudulently
foreclosed on the properties since the Pasig RTC had not yet determined whether CII
indeed failed to pay its obligations.

In an order dated December 10, 2005, the Bulacan RTC granted the motion and a
writ of possession was issued in respondent's favor on December 19, 2005.

Petitioner immediately assailed the December 10, 2005 order of the Bulacan RTC via
a petition for certiorari in the Court of Appeals (CA). It claimed that the order
violated Section 14, Article VIII of the Constitution[17] which requires that every
decision must clearly and distinctly state its factual and legal bases. In a resolution
dated January 13, 2006,[18] the CA dismissed the petition for lack of merit on the
ground that an order involving the issuance of a writ of possession is not a
judgment on the merits, hence, not covered by the requirement of Section 14,
Article VIII of the Constitution.

Petitioner elevated the matter to this Court, assailing the January 13, 2006
resolution of the CA. It insists that the December 10, 2005 order of the Bulacan RTC
was void as it was bereft of factual and legal bases.

Petitioner likewise cites the conflict between the December 10, 2005 order of the
Bulacan RTC and the December 7, 2005 order of the Pasig RTC. Petitioner claims
that, since the Pasig RTC already ordered the entry of its March 30, 2005 decision
(in turn ordering respondent to return TCT No. 351231 and all such other owner's
documents of title as may have been placed in its possession by virtue of the
subject trust receipt and loan transactions), the same was already final and
executory. Thus, inasmuch as CII had supposedly paid respondent in full, it was
erroneous for the Bulacan RTC to order the issuance of a writ of possession to
respondent.



Respondent, on the other hand, asserts that petitioner is raising a question of fact
as it essentially assails the propriety of the issuance of the writ of possession. It
likewise points out that petitioner did not truthfully disclose the status of the March
30, 2005 decision of the Pasig RTC because, in an order dated April 4, 2006, the
Pasig RTC partially reconsidered its December 7, 2005 order and gave due course to
respondent's notice of appeal. (The propriety of the said April 4, 2006 order is still
pending review in the CA.)

We deny the petition.

The issuance of a writ of possession to a purchaser in an extrajudicial foreclosure is
summary and ministerial in nature as such proceeding is merely an incident in the
transfer of title.[19] The trial court does not exercise discretion in the issuance
thereof.[20] For this reason, an order for the issuance of a writ of possession is not
the judgment on the merits contemplated by Section 14, Article VIII of the
Constitution. Hence, the CA correctly upheld the December 10, 2005 order of the
Bulacan RTC.

Furthermore, the mortgagor loses all legal interest over the foreclosed property
after the expiration of the redemption period.[21] Under Section 47 of the General
Banking Law,[22] if the mortgagor is a juridical person, it can exercise the right to
redeem the foreclosed property until, but not after, the registration of the certificate
of foreclosure sale within three months after foreclosure, whichever is earlier.
Thereafter, such mortgagor loses its right of redemption.

Respondent filed the certificate of sale and affidavit of consolidation with the
Register of Deeds of Bulacan on September 13, 2004. This terminated the
redemption period granted by Section 47 of the General Banking Law. Because
consolidation of title becomes a right upon the expiration of the redemption period,
[23] respondent became the owner of the foreclosed properties.[24] Therefore, when
petitioner opposed the ex parte motion for the issuance of the writ of possession on
January 10, 2005 in the Bulacan RTC, it no longer had any legal interest in the
Bulacan properties.

Nevertheless, even if the ownership of the Bulacan properties had already been
consolidated in the name of respondent, petitioner still had, and could have availed
of, the remedy provided in Section 8 of Act 3135.[25] It could have filed a petition to
annul the August 3, 2004 auction sale and to cancel the December 19, 2005 writ of
possession,[26] within 30 days after respondent was given possession.[27] But it did
not. Thus, inasmuch as the 30-day period to avail of the said remedy had already
lapsed, petitioner could no longer assail the validity of the August 3, 2004 sale.

Any question regarding the validity of the mortgage or its foreclosure cannot be a
legal ground for the refusal to issue a writ of possession. Regardless of whether or
not there is a pending suit for the annulment of the mortgage or the foreclosure
itself, the purchaser is entitled to a writ of possession, without prejudice, of course,
to the eventual outcome of the pending annulment case.[28]

Needless to say, petitioner committed a misstep by completely relying and pinning


