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FIRST DIVISION

[ G.R. NO. 148320, June 15, 2006 ]

PILIPINAS BANK, PETITIONER, VS. GLEE CHEMICAL
LABORATORIES, INC., RESPONDENT.

DECISION
AUSTRIA-MARTINEZ, J.:

This resolves the petition for review on certiorari seeking the reversal of the

Decision[1] of the Court of Appeals (CA) promulgated on May 22, 2001, which
affirmed the Decision of the Regional Trial Court (RTC) of Makati City, Branch 145.

The antecedent facts are as follows.

Glee Chemical Laboratories, Inc. (respondent) alleged that it applied for a loan with
Pilipinas Bank (petitioner) in the amount of P800,000.00, payment of which would
be secured, pursuant to a board resolution dated March 5, 1982, by a mortgage of
its real property located in San Juan, Metro Manila and covered by Transfer
Certificate of Title No. 20610. The Real Estate Mortgage dated March 5, 1982

(Exhibit "A")[2] specifically stated in Paragraph 1 thereof that "[t]he MORTGAGOR
(herein respondent) shall not apply the amount obtained from the loans of this date
but for the following purpose, viz: Additional working capital for the purchase of
fertilizers."

Respondent claims, however, that petitioner never delivered to it the loan proceeds
and instead applied the amount to a debt owed by a certain Rustica Tan from
petitioner. Petitioner insists that payment of Rustica Tan's debt was secured by the
real estate mortgage executed by respondent pursuant to a third-party liability
inserted therein. Since a balance of Rustica Tan's debt in the amount of
P3,586,772.98 still remained unpaid, petitioner, through its agent Business
Assistance Group, Inc., served on respondent a notice of foreclosure and auction
sale of respondent's mortgaged lot. Respondent then filed with the RTC a complaint
for annulment of contract and damages with preliminary injunction against herein
petitioner.

However, respondent also filed a Supplemental Complaint because petitioner was
also attempting to foreclose a chattel mortgage over certain chattels owned and
possessed by respondent. Apparently, sometime in April of 1982, Rustica Tan
executed a document described as an amendment of real estate mortgage with
chattel mortgage,[3] as security for an additional loan of P1,200,000.00, thereby
mortgaging the aforementioned chattels of respondent. The document did not bear
the consent or conformity of respondent to the mortgage as Rustica Tan stated that
she owned said chattels.

As prayed for in respondent's original and supplemental complaints, the RTC issued



writs of preliminary injunction, enjoining the sale at public auction of the lot as well
as the chattels in question.

After trial, the RTC rendered judgment in favor of respondent. The dispositive
portion of the Decision[*! dated April 17, 1989 reads as follows:

WHEREFORE, judgment is hereby rendered declaring the deed of real
estate mortgage marked Exhibits A and 2, and the amendment of real
estate mortgage with chattel mortgage marked as Annex "C" of the
Supplemental Complaint, null and void ab initio, and permanently
enjoining defendants from proceeding with the foreclosure and sale at
public auction of the real property covered by Transfer Certificate of Title
No. 20610 of the Registry of Deed of Rizal and of the chattels described
in Exhibit C; and ordering defendant Pilipinas Bank to pay plaintiff the
sum of FIVE HUNDRED THOUSAND PESOS (P500,000.00), Philippine
Currency, as attorney's fees; ONE HUNDRED THOUSAND PESOS
(P100,000.00), Philippine Currency, as moral damages; ONE HUNDRED
THOUSAND PESOS (P100,000.00), Philippine Currency, as moral
damages, ONE HUNDRED THOUSAND PESOS (P100,000.00), Philippine
Currency, as exemplary damages; and to pay the costs. The
counterclaims of defendants are hereby ordered dismissed for lack of
merit.

SO ORDERED.

Petitioner then elevated the case to the CA. On May 22, 2001, the CA promulgated
the assailed Decision affirming in toto the RTC decision. The CA upheld the factual
finding of the RTC that Cheng Yong, respondent's President, was more credible and,
thus, gave more credence to his statement that the name Rustica Tan typewritten in
the blank space in paragraph 16 of the Deed of Real Estate Mortgage and the
typewritten "Third-Party Liability" were not yet appearing on said document when he
affixed his signature thereto. The CA concluded thus:

The main purpose of the loan secured by plaintiff-appellee (herein
respondent) was for its own benefit. The unconsented insertion of the
name of a third party effectively changed the nature of the instrument.
Hence, there was no consent, so to speak, on the part of the plaintiff-
appellee when the nature of the contract was altered without its

knowledge and approval.[>]

Aggrieved by said decision, petitioner filed the present petition for review on
certiorari alleging that the findings and conclusions of the CA, affirming those of the
trial court, are not in accord with law and jurisprudence and "grounded on mere
speculations, surmises and conjectures as well as inferences that are manifestly
mistaken, absurb [sic], impossible or based on misapprehension of facts and/or
findings of fact that are premised on absence of evidence and belied by evidence on

record."[®]

Petitioner first argues that the stipulation pour autri should have been given effect
as the benefits thereof had already been accepted by the third person, Rustica Tan,
when she received the proceeds of the loan applied for by respondent. However, at
the outset, it should be noted that an acceptance, if any, would take effect only if



respondent, through its President, Cheng Yong, indeed intended to insert or include
a stipulation pour autri in the Real Estate Mortgage. As held in Bank of the
Philippine Islands v. V. Conception e Hijos, Inc., "to constitute a valid stipulation
pour autri, it must be the purpose and intent of the stipulating parties to benefit the
third person and it is not sufficient that the third person may be incidentally

benefited by the stipulation."[”]

In this case, the bone of contention is whether at the time Cheng Yong affixed his
signature on the Real Estate Mortgage, the blanks on the document had already
been filled up with the stipulation in favor of Rustica Tan. Both Cheng Yong and
respondent manager Melecio Hernandez, who sighed the document as a witness,
testified that such stipulation was not yet typewritten into the blank spaces of the

pre-printed, pro-forma document with the heading "Real Estate Mortgage,"[8] at the

time they signed it;[9] while Elpidio Guillermo, Senior Loans Clerk of petitioner,
testified that he typed in said stipulation on the document on March 4, 1982, a day

before he presented the same to Cheng Yong for the latter's signature.[10]
Petitioner argues mainly that the CA erred in giving more credence to the
testimonies of Cheng Yong and Melecio Hernandez. Petitioner insists that the
testimony of its witness, Elpidio Guillermo, is more worthy of belief.

The trial court, affirmed by the CA, found Cheng Yong to be more convincing and
believed his testimony that said stipulation was inserted only after he had affixed his
signature on the questioned document. Thus, the CA ruled that respondent did not
give its consent to the stipulation pour autri, making the same null and void ab
initio.

The well-settled rule, as reiterated by this Court in Child Learning Center, Inc. v.
Tagorio,[11] is that:

Generally, factual findings of the trial court, affirmed by the Court
of Appeals, are final and conclusive and may not be reviewed on
appeal. The established exceptions are: (1) when the inference made is
manifestly mistaken, absurd or impossible; (2) when there is grave
abuse of discretion; (3) when the findings are grounded entirely on
speculations, surmises or conjectures; (4) when the judgment of the
Court of Appeals is based on misapprehension of facts; (5) when the
findings of fact are conflicting; (6) when the Court of Appeals, in making
its findings, went beyond the issues of the case and the same is contrary
to the admissions of both appellant and appellee; (7) when the findings
of fact are conclusions without citation of specific evidence on which they
are based; (8) when the Court of Appeals manifestly overlooked certain
relevant facts not disputed by the parties and which, if properly
considered, would justify a different conclusion; and (9) when the
findings of fact of the Court of Appeals are premised on the absence of
evidence and are contradicted by the evidence on record. (Emphasis
supplied)

A close scrutiny of the records in this case leads to the conclusion that this case
does not fall under any of the above-mentioned exceptions to the general rule.

The success or failure of this petition is rooted on the credibility of the witnhesses. It



