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THIRD DIVISION

[ G.R. No. 106467-68, October 19, 1999 ]

DOLORES LIGAYA DE MESA, PETITIONER, VS. THE COURT OF
APPEALS, OSSA HOUSE, INC. AND DEVELOPMENT BANK OF THE

PHILIPPINES, RESPONDENTS. 
  

D E C I S I O N

PURISIMA, J.:

At bar is a Petition for Review on Certiorari under Rule 45 of the Revised Rules of
Court questioning the Decision[1] of the Court of Appeals[2] dated March 31, 1992 in
CA-G.R. Nos. 19145 and 19146, which modified the decision of Branch 138 of the
Regional Trial Court of Makati in Civil Case Nos. 41059 and 42381.

The antecedent facts are as follows:

Petitioner Dolores Ligaya de Mesa owns several parcels of land in Makati, Pasay City,
Cavite, and General Santos City[3] which were mortgaged to the Development Bank
of the Philippines (DBP) as security for a loan she obtained from the bank. Failing to
pay her mortgage debt, all her mortgaged properties were foreclosed and sold at
public auction held on different days. On April 30, 1977, the Makar property was
sold and the corresponding certificate of sale inscribed on March 10, 1978. On
August 25, 1977, the Naic, Cavite property was sold and the certificate of sale
registered on the same day. On August 30, 1977, the two (2) parcels of land in
Makati were sold at public auction and the certificate of sale was inscribed on
November 25, 1977. And on January 12, 1978, the three (3) parcels of land in
Pasay City were also sold and the certificate of sale was recorded on the same date.
In all the said auction sales, DBP was the winning bidder.

In a letter dated May 29, 1978, petitioner de Mesa requested DBP that she be
allowed to repurchase her foreclosed properties.

On October 23, 1978, Mrs. de Mesa, under a “Deed of Sale with Assumption of
Mortgage,”[4] sold the foreclosed properties to private respondent OSSA under the
condition that the latter was to assume the payment of the mortgage debt by the
repurchase of all the properties mortgaged on installment basis, with an initial
payment of P90,000.00 representing 20% of the total obligation.

On October 23, 1978, private respondent OSSA remitted to DBP the initial payment
of P90,000.00, in addition to the amount of P10,000.00 previously paid to the
petitioner.

On February 22, 1979, DBP granted petitioner’s request to repurchase the
foreclosed properties such that in March 1979 a “Deed of Conditional Sale” was
executed under which DBP agreed to sell the said properties to the petitioner for the
sum of P363,408.20, P90,000.00 of which was to be paid as initial payment and the



balance in seven (7) years on a quarterly amortization plan, with a first quarterly
installment of P15,475.17.

Private respondent OSSA paid DBP the first to eight quarterly installments from April
11, 1979 to May 8, 1991, in the total amount of P137,595.31, which installment
payments were applied to petitioner’s obligation with DBP pursuant to the Deed of
Conditional Sale.

On March 11, 1981, petitioner de Mesa notified private respondent OSSA that she
was rescinding the Deed of Sale with Assumption of Mortgage she executed in favor
of the latter on the ground that OSSA failed to comply with the terms and conditions
of their agreement, particularly the payment of installments to the Development
Bank of the Philippines, the discharge and cancellation of the mortgage on the
property listed in item IV of the first whereas clause, and the payment of the
balance of more or less P45,000.00 to petitioner, representing the difference
between the purchase price of subject properties and the actual obligation to the
DBP.

On April 11, 1981, OSSA offered to pay the amount of P34,363.08, which is the
difference between the purchase price of P500,000.00 and the mortgage obligation
to DBP of P455,636.92, after deducting the downpayment of P10,000.00 stipulated
in said Deed of Sale with Assumption of Mortgage, but the petitioner refused to
accept such payment. So, on April 28, 1981, OSSA brought a Complaint for
Consignation against the petitioner, docketed as Civil Case No. 41059 before the
then Court of First Instance of Rizal, Branch XV, and at the same time, deposited the
amount of P34,363.08 with said court.

On August 5, 1981, DBP refused to accept the 9th quarterly installment paid by
OSSA, prompting the latter to file against DBP and the petitioner, on August 11,
1981, Civil Case No. 42381 for specific performance and consignation, with the then
Court of First Instance of Pasig, Rizal, depositing in said case the amount of
P15,824.92.

On October 21, 1981, upon petitioner de Mesa’s motion, Civil Case Nos. 41059 and
42381 were consolidated before the then Court of First Instance of Rizal, Branch XV,
Makati, Metro Manila, now Regional Trial Court of Makati City , Branch CXXXVIII
(138).

In an Order dated July 23, 1982, the lower court allowed OSSA to deposit with the
Court a quo by way of consignation, all future quarterly installments without need of
formal tenders of payment and service of notices of consignation. Correspondingly
and over the period of time stipulated, OSSA deposited with the lower court the
10th to the 20th installments in the aggregate amount of P172, 562.11.

After trial, the lower court came out with a Decision for the private respondent
OSSA, holding thus:

‘WHEREFORE, premises considered, judgment is hereby rendered (a)
declaring the consignation made by plaintiff as proper and valid and
ordering defendants Dolores Ligaya de Mesa and Development Bank of
the Philippines to withdraw and receive said payments due them which
plaintiff has consigned with the Court;



(b) Ordering defendant Development Bank of the Philippines
to furnish plaintiff with a statement of payments and balance,
if any, still due from defendant de Mesa after applying all
payments already received, including the amounts placed
under consignation;

(c) Upon payment by the plaintiff of the balance if any, still
due on the properties, defendant Development Bank of the
Philippines shall execute a Deed of Absolute Sale in favor of
the plaintiff over the properties subject matter of the Deed of
Absolute Sale with Assumption of Mortgage executed by and
between plaintiff and defendant de Mesa;

(d) Ordering plaintiff to pay defendant de Mesa the difference,
if any, between the agreed purchase price of P500,000.00 and
the payments made to the defendant Development Bank of
the Philippines, less the P10,000.00 down payment already
paid and the P34,363.08 consigned with the Court; and

(e) Ordering defendant de Mesa to pay plaintiff the sum of
P10,000.00 as attorneys fees.

SO ORDERED.' [5]

The petitioner appealed to the Court of Appeals which handed down on March 31,
1992, its decision modifying the challenged decision, as follows:

“WHEREFORE, the decision appealed from is hereby MODIFIED:

(a) declaring the consignation made by OSSA as proper and
valid as far as de Mesa is concerned, and ordering de Mesa to
receive the said amount consigned with the court and pay DBP
with the said amount;

(b) ordering DBP to furnish de Mesa with a statement of
payments and the balance, if any, still due from de Mesa after
applying all payments already received, including the amounts
paid under consignation;

(c) ordering de Mesa to furnish OSSA with a copy of the
statement of payments described in the preceding paragraph,
and the balance appearing therein, if any, shall be paid by
OSSA for the account of de Mesa;

(d) ordering DBP to execute a Deed of Absolute Sale in favor
of de Mesa over the properties subject of the Deed of
Conditional Sale;

(e) ordering Ossa to pay de Mesa the difference, if any,
between the agreed purchase price of P500,000.00 and the
payments made to DBP, less the P10,000.00 down payment
and the P34,363.08 consigned with the court;

(f) ordering de Mesa thereafter, to execute a Deed of Absolute
Sale in favor of OSSA over the properties subject of the Deed



of Sale with assumption of Mortgage; and

(g) ordering de Mesa to pay OSSA the sum of P10,000.00 as
and for attorney’s fees.

No pronouncement as to costs.

SO ORDERED.”[6]

On May 5, 1992, petitioner interposed a motion for reconsideration of the aforesaid
decision, theorizing that:

“I

THIS COURT ERRED WHEN IT HELD THAT WHAT WAS SOLD UNDER THE
‘DEED OF SALE WITH ASSUMPTION OF MORTGAGE’ WERE THE
PROPERTIES LISTED THEREIN AND NOT MERELY THE RIGHT OF

REDEMPTION DESPITE THE TESTIMONIES OF BOTH CONTRACTING
PARTIES THAT WHAT SOLD AND BOUGHT WAS MERELY THE RIGHT OF

REDEMPTION.

II

THIS COURT ERRED IN HOLDING THAT DE MESA’S REQUEST TO
REPURCHASE THE FORECLOSED PROPERTIES FROM DBP REDOUNDED TO

THE BENEFIT OF OSSA HOUSE, INC.

III

THIS COURT ERRED IN HOLDING DE MESA IN ESTOPPEL.

IV

THIS COURT ERRED IN RULING THAT THE MANDATORY REQUIREMENTS
OF THE CIVIL CODE ON CONSIGNATION CAN BE WAIVED BY THE TRIAL

COURT.”[7]

With the denial of her aforestated motion for reconsideration, petitioner found her
way to this Court via the present petition, raising the issues:

(i) Whether or not the requirements of Articles 1256 to 1261 can be
‘relaxed’ or ‘substantially complied with’.

(ii) Whether or not the Court can supplant its own reading of an
ambiguous contract for the actual intention of the contracting parties as
testified to in open court and under oath.

(iii) Whether or not petitioner de Mesa can be held in estoppel for the
acts of the DBP.

Article 1370 of the New Civil Code, reads:

"Art. 1370. If the terms of a contract are clear and leave no doubt upon
the intention of the contracting parties, the literal meaning of its
stipulation shall control.

x x x”



When the words of a contract are plain and readily understood, there is no room for
construction. As the agreement of the parties are reduced to writing, such
agreement is considered as containing all its terms and there can be, between the
parties and their successors-in-interest, no evidence of the terms of the written
agreement other than the contents of the writing.[8]

In the case under consideration, the terms of the “Deed of Sale with Assumption of
Mortgage Debt” are clear and leave no doubt as to what were sold thereunder. It
provided as follows:

"WHEREAS, the VENDOR has agreed to sell to the VENDEE (plaintiff Ossa
House, Inc.), and the VENDEE has agreed to purchase form the VENDOR,
all the properties described in Items I, II, and III, of the First Whereas
Clause, for the price and under the terms hereinafter contained;

NOW, THEREFORE, for and in consideration of the premises and the sum
of TEN THOUSAND PESOS (P10,000.00), the receipt whereof is hereby
acknowledged, and the assumption by the VENDEE of the total mortgage
obligation of the VENDOR has sold, transferred, and conveyed, and by
these presents does sell, transfer and convey, unto the said VENDEE, its
administrators and assigns, free from all liens and encumbrances except
as noted herein, the parcels of land hereinabove described in Items I, II,
and III, together with all the buildings and improvements thereon;

The VENDEE does hereby assume the payment of the mortgage
obligations by repurchase of all the properties mortgaged on installment,
with an initial payment of P90,000.00 representing payment 20% of the
total obligation; and consequently, the within sale is subject to the
mortgage in favor of the Development Bank of the Philippines;”

Nowhere is it provided in the aforequoted provisions, as the petitioner insists, that
what she sold to respondent OSSA was merely the right to redeem the mortgaged
properties and not the foreclosed properties themselves. On the contrary, the very
words of the contract reveal that the subject of the sale were “all the properties
described in items I, II, III of the First Whereas Clause.”

Indeed, the contract under scrutiny is so explicit and unambiguous that it does not
justify any attempt to read into it any supposed intention of the parties, as the said
contract is to be understood literally, just as they appear on its face.[9]

Petitioner capitalizes on the following prefatory clause of the contract, to wit:

“WHEREAS, the VENDOR (defendant De Mesa) is the registered owner
with a preferential right of redemption of the following mortgaged
properties with the Development Bank of the Philippines, more
particularly described as follows:”

However, not the slightest indication can be gleaned from the abovequoted provision
that the subject of the “Deed of Sale with Assumption of Mortgage” was petitioner’s
right of redemption. The said provision merely speaks of the preferential right of the
latter to redeem the real properties involved.

Furthermore, the court discerns no inconsistency between the contract’s recognition
of the preferential right of petitioner to redeem the mortgaged properties, and the


