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**Title:** Estate of Mercedes Jacob vs. Court of Appeals: A Pivot on Proper Notification and
Constructive Trust in Tax Delinquency Auctions

**Facts:**

This  case  involves  two  consolidated  petitions,  rooted  in  disputes  originating  from tax
delinquency auctions of real estate properties. The heart of the matter lies in the procedural
improprieties in notifying the delinquent taxpayers and the implications of such actions on
the rights of the true property owners.

Firstly, the case of Mercedes Jacob, revolves around a piece of real estate in Quezon City,
Philippines. Before leaving for the United States in 1981, she tasked her son-in-law, Luciano
Quinto Jr., to handle the real estate taxes on her behalf. However, attempts to pay were
rejected due to the lack of a written authorization. Eventually, the City Treasurer of Quezon
City declared the property tax-delinquent and sold it at auction to Virginia Tugbang in 1983,
without the owners being properly notified. Despite efforts by Jacob’s family to redeem the
property,  it  was  later  discovered  that  Tugbang  already  had  a  final  bill  of  sale,  and
subsequently, a new certificate of title was issued in her name.

Upon learning of these developments, the heirs of Mercedes Jacob initiated a case for the
annulment or cancellation of the auction sale and for reconveyance, among other things.
The Regional Trial Court (RTC) dismissed their petition on grounds of lacking jurisdiction,
interpreting it  as  an annulment of  an RTC decision.  This  was upheld by the Court  of
Appeals.

Simultaneously, another petition involved the property of Alberto Sta. Maria, sold to Teresa
L.  Valencia,  and  eventually  subjected  to  a  tax  delinquency  auction  without  proper
notification.  Bernardita  C.  Tolentino,  having entered into an installment  purchase with
Valencia, discovered the sale when the Chua spouses, the auction purchasers, demanded
property possession. The trial courts found in favor of annulling the auction sale, a decision
challenged by the City Treasurer of Quezon City but affirmed by the Court of Appeals.

**Issues:**
1. Whether the lack of proper notification to the registered owner or delinquent taxpayer
vitiates a tax delinquency auction sale.
2. Whether actions for annulment or cancellation of auction sales and for reconveyance are
within the jurisdiction of the Regional Trial Court.
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**Court’s Decision:**

The Supreme Court granted the petition in G.R. No. 120435, involving Mercedes Jacob,
recognizing it as an action for reconveyance and thus within the jurisdiction of the Regional
Trial Court. It highlighted the constructive trust created by fraudulent representations in
acquiring property titles, mandating reconveyance to the defrauded party.

Conversely, the petition in G.R. No. 120974, involving Teresa L. Valencia’s property, was
denied. The Court declared the auction sale void due to lack of effective notice to the
registered owner or the actual owner at the time of the delinquency. It underscored the
importance  of  proper  notification  as  an  indispensable  legal  requirement,  its  absence
rendering such transactions void.

**Doctrine:**
– The principle of constructive trust in cases of fraudulent acquisition of property titles,
which mandates reconveyance to the defrauded party.
– The essentiality of proper notification to the registered owner or the actual owner at the
time of property tax delinquency in upholding auction sales.

**Class Notes:**
– Constructive Trust: Arises in cases of property acquired through fraud, with the rightful
owner entitled to reconveyance.
–  Notification  in  Tax  Delinquency  Auctions:  Failure  to  properly  notify  the  delinquent
taxpayer or the registered owner invalidates the auction sale. Legal Basis: Section 73 of PD
No. 464 and related jurisprudence, emphasizing the protection of property rights through
proper procedural conduct.
– Jurisdiction over Reconveyance Cases: Regional Trial Courts hold jurisdiction over actions
for reconveyance arising from fraudulent transactions or representations.

**Historical Background:**
The decisions draw upon longstanding principles of property law and the Torrens system,
elucidating  the  roles  of  constructive  trusts  and  proper  notification  within  Philippine
jurisprudence.  These  cases  underscore  the  evolving  interpretations  of  property  rights,
fraud, and due process within the legal system’s efforts to balance fiscal responsibilities and
individual rights.


