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TOMAS K. CHUA, PETITIONER, VS. WESTMONT BANK,
REGISTRAR OF DEEDS OF PARAÑAQUE CITY, REGISTRAR OF
DEEDS OF PASAY CITY, NOTARY PUBLIC MANUEL FONACIER,

AND JOHN DOES, RESPONDENTS.
  

D E C I S I O N

VILLARAMA, JR., J.:

This Rule 45 petition filed by petitioner Tomas K. Chua seeks to annul and set aside
the January 24, 2008 Decision[1] of the Court of Appeals (CA) in CA-G.R. CV No.
86882, which affirmed the Decision[2] of the Regional Trial Court (RTC), Branch 257,
of Parañaque City in Civil Case No. 99-0190.  Also assailed is the appellate court’s
Resolution[3] dated April 22, 2008, denying petitioner’s motion for reconsideration.

The facts follow:

This case stemmed from a petition for cancellation of mortgage[4]  filed by petitioner
before the RTC of Parañaque City against respondents Westmont Bank, the Registrar
of Deeds of Parañaque City, the Registrar of Deeds of Pasay City, Notary Public
Manuel S. Fonacier and several John Does.

Petitioner alleged that on October 21, 1996, he pre-signed a Deed of Real Estate
Mortgage in favor of Westmont Bank and submitted to it his owner’s duplicate copies
of Transfer Certificate of Title (TCT) Nos. 87878 and 87876 in anticipation of a grant
of a loan to T.C. Builders Suppliers, Inc.  When the loan did not materialize because
petitioner and Westmont Bank could not agree on the interest rate to be applied,
petitioner assumed that Westmont Bank would just cancel the pre-signed blank
Deed of Real Estate Mortgage and return the duplicate originals of the titles.  But
the bank did neither.  Instead, it foreclosed the mortgaged properties and bought
the properties in the ensuing public auction held on September 10, 1998, for which
it was issued a Certificate of Sale.  Thus, petitioner prayed that the Real Estate
Mortgage and the Certificate of Sale issued by Notary Public Manuel S. Fonacier be
declared null and void.

In its Answer,[5] Westmont Bank averred that petitioner applied for a letter of credit
to import one set of plywood-making machinery.  The bank extended the credit
accommodation to petitioner, and accordingly the machinery was shipped and
released to petitioner under a Trust Receipt Agreement issued in favor of the bank. 
Later, when petitioner had difficulty paying for the machinery, he requested for an
extension of time to settle his obligations and simultaneously mortgaged TCT Nos.
87878 and 87876 in favor of Westmont Bank.  Upon execution of the Deed of Real
Estate Mortgage and the delivery of the subject TCTs to Westmont Bank, Westmont



Bank agreed to extend the term of the Trust Receipt obligation until November 3,
1997.  But despite the extended term, petitioner still failed to settle his obligation. 
Hence, the mortgaged properties were extrajudicially foreclosed and sold at public
auction to Westmont Bank as the highest bidder.

At the trial, petitioner testified that he is the owner of the two parcels of land
covered by TCT Nos. 87878 and 87876.  He also declared that he is the owner of
T.C. Builders Suppliers, Inc.

Sometime in October 1996, he applied for a personal loan with Westmont Bank in
the amount of P6,000,000.  He was required to sign a blank Deed of Real Estate
Mortgage and to submit the owner’s duplicate copies of his two titles for evaluation
purposes.  He averred that he did as he was told although no receipt was given for
the titles.  Then, sometime in 1997, he came back to the bank to retrieve his titles,
thinking that his loan was not going to be approved.  Mr. So Leng Ton, a bank
officer, however, told him that the titles were kept by the bank in anticipation of the
approval of the loan.  Later, he found out that the subject properties were foreclosed
and sold at public auction and a Certificate of Sale issued to Westmont Bank.[6]

On cross-examination, petitioner claimed that he signed a blank Deed of Real Estate
Mortgage when he applied for his personal loan with the bank for T.C. Builders
Suppliers, Inc., but he did not read the provisions of the deed before signing it.  He
also averred that he did not know if his loan application was approved.  He added
that he did not sign a promissory note or demanded in writing the return of his
TCTs.  Further, he declared that he did not appear before a notary public on July 10,
1998 to acknowledge the Deed of Real Estate since he was in Malaysia on said date
as shown in his passport.[7]  Petitioner likewise claimed that sometime in October
1996, he applied for a domestic letter of credit for P4,500,000 in the name of T.C.
Builders Suppliers, Inc., but he did not receive any amount from the bank intended
for T.C. Builders.[8]

For its part, Westmont Bank presented as witness Mr. Noe Reyes, a bank executive.
Reyes testified that on October 23, 1996, T.C. Builders Suppliers, Inc. through
petitioner, applied for a Domestic Letter of Credit in the amount of P4,500,000 to
purchase plywood-making machinery from Cotabato Timberland Company.  The
bank approved the application and issued a Domestic Letter of Credit.  Accordingly,
the machinery was delivered to T.C. Builders and received by petitioner on
November 5, 1996.   Petitioner thereafter requested that he be allowed to pay his
loan in installments as follows: by partial payment of P1,000,000 on or before March
26, 1997, another partial payment of P1,250,000 on or before May 5, 1997, and the
remaining balance within 90 days.  The request was approved, but petitioner failed
to pay his obligation on May 5, 1997.[9]

Reyes further testified that on August 29, 1997, petitioner requested that the
penalty of his obligation be reduced from 36% to 9% per annum and that he be
allowed to pay the remaining balance of P2,500,000 on September 30, 1997.[10] 
Said request was approved but no payment was made.  Then, on October 30, 1997,
petitioner requested that the bank convert his unpaid balance to an 18-month time
loan,[11] making assurance that if his company’s financial situation improves, he will
settle his obligation within 6 months.  No payment, however, was made.  Finally, on
July 17, 1998, petitioner once more requested for the reduction of the interest rate



from 36% to 25% per annum and a full waiver of penalties upon full payment of his
obligation on July 27, 1998.  The bank approved petitioner’s final request on the
condition that if no payment is made on July 27, 1998, it will initiate foreclosure
proceedings over the mortgaged properties.[12]  Again, petitioner failed to fulfill his
promise.[13]

On January 4, 2006, the RTC of Parañaque City promulgated its decision, dismissing
petitioner’s complaint as follows:

WHEREFORE, for lack of merit, the complaint of plaintiff is dismissed. 
The claims for attorney’s fees are denied for lack of evidence.

 

IT IS SO ORDERED.[14]

The RTC ruled that the Deed of Real Estate Mortgage is valid and supported by
substantial consideration.  It found that the bank required the execution of the Deed
of Real Estate Mortgage involving the subject properties to secure the unpaid loan
obligation of T.C. Builders Suppliers, Inc., a company owned by petitioner.  The trial
court also found that the obligation was incurred when T.C. Builders purchased from
Cotabato Timberland Company plywood-making machinery valued at P4,500,000.  
It was Westmont Bank that paid for the purchase price to Cotabato Timberland
Company, and the bank was able to prove that the machinery was delivered to T.C.
Builders as evidenced by a receipt signed by petitioner himself.[15]

 

The trial court also noted that despite petitioner’s request for several extensions of
time to pay the loan obligation, and approval of the same by the bank, he still
reneged on his promise to pay.  Thus, it held that the foreclosure sale of the
properties mortgaged by petitioner was proper.  Moreover, the RTC held that it was
not convinced that petitioner indeed signed a blank Deed of Real Estate Mortgage. 
The RTC found it difficult to believe that petitioner, who appeared to be an
experienced businessman, would allow such a questionable practice, unless he fully
agreed with it. Assuming that he did sign a blank deed of real estate mortgage, it
was made with his full consent and likely for purposes of his convenience.  Similarly,
the RTC found that the notarization of the document on the date when he was
allegedly in Malaysia was also made with his consent and for his convenience.[16]

 

Unsatisfied, petitioner appealed the RTC Decision to the CA, raising the following
issues:

 

1.   Whether the [RTC] committed error of fact in finding that:
 

(a) [Petitioner’s] claim of having signed a blank deed of real
estate mortgage document is “not indubitable” and, even if
true, the same was made “with his full consent and approval
and could likely be for purposes of his convenience and the
bank.”

(b)The subject Deed of Real Estate Mortgage secured the unpaid
loan obligation of T.C. Builder’s Suppliers, Inc. to Westmont.



2.   Whether the [RTC] committed error of law when:

(a)  It manifestly disregarded the undisputed evidence presented by
[petitioner] showing that the subject Deed was contrived and spurious.

(b)  It admitted and gave credence to Westmont’s documentary evidence
even if the due execution and authenticity was not properly established
in accordance with Rule 132, Section 20 of the Rules of Evidence.

(c) It ruled that the notarization of the subject was made with
[petitioner’s] consent and for his and the bank’s convenience.

(d) It did not hold that the subject Deed was, on its face, null and void
for lack of Westmont’s consent.

(e) It did not rule that the foreclosure sale of the mortgaged properties is
valid.

(f) It ruled that [petitioner’s] claim for damages have no factual and legal
basis.[17] (Emphasis and underscoring in the original.)

On January 24, 2008, the CA rendered the assailed decision, the fallo of which
reads:

 

WHEREFORE, premises considered, the instant appeal is DISMISSED. 
The assailed Decision of the court a quo STANDS.

 

SO ORDERED.[18]

The CA held that except for petitioner’s self-serving testimony, there is nothing on
record to sustain his claim that he signed a blank Deed of Real Estate Mortgage.  In
fact, the CA found that the deed in question is complete in form and substance when
the parties signed it.  The CA did not believe that petitioner, who is apparently of
age and in excellent mental faculties, would deposit the titles of his properties with
Westmont Bank without being sure of what kind of transaction he was entering into. 
The appellate court was likewise not convinced by petitioner’s claim that the Deed of
Real Estate Mortgage was intended to secure his personal loan of P6,000,000 as
petitioner himself already admitted in his Petition for Cancellation of Mortgage
before the trial court that he signed the deed to secure a loan to be granted to T.C.
Builders Suppliers, Inc.  Finally, the CA ruled that the fact that the deed was signed
on the day he flew to Malaysia does not render the deed spurious as it was possible
that he signed the petition before he flew to Malaysia in the afternoon.[19]

 

Undaunted, petitioner filed a motion for reconsideration of the above CA decision,
but his motion was denied in a Resolution dated April 22, 2008.  Hence, this appeal
raising the following issues:

 


