G.R. No. 109573. July 13, 1995 (Case Brief / Digest)

Title: Seven Brothers Shipping Corporation v. Court of Appeals and Others

Facts:

This intricate legal saga began when the Shipyard & Engineering Works, Inc. (private
respondent) filed a complaint against the Maritime Company of the Philippines (MCP) for
collection of mechanic’s lien, among other charges, resulting in the issuance of a writ of
preliminary attachment against MCP and the attachment of the MV “Mayon.” During the
proceedings, the Banque de L’'Indochine et Suez (Banque Indochine) intervened, claiming
its rights as a second preferred mortgagee of the MV “Mayon.” Eventually, due to the
deteriorating condition of the vessel, it was sold at a public auction to Seven Brothers
Shipping Corporation (petitioner) who subsequently invested substantially in its repair.
However, the auction sale was later nullified by the Intermediate Appellate Court due to the
inadequacy of the purchase price, leading to a series of legal maneuvers by the involved
parties to assert their respective claims over the MV “Mayon.” These included motions for
the lifting of the preliminary attachment, appeals for the confirmation of possession rights,
and eventual unlawful removal of the vessel out of Philippine jurisdiction. Throughout this
legal labyrinth, various motions were filed and orders issued by the regional trial courts and
the Court of Appeals, culminating in the Supreme Court’s intervention.

Issues:

1. Whether the petitioner is entitled to the reimbursement of the purchase money following
the annulment of the auction sale of MV “Mayon.”

2. The adequacy of an ordinary appeal as a remedy versus a petition for certiorari in this
case.

Court’s Decision:

The Supreme Court granted the petition, allowing the withdrawal of P3,600,000.00 by the
petitioner, representing the purchase price of the MV “Mayon.” The Court ruled that a
purchaser at a judicial sale, voided without the purchaser’s fault, is entitled to the
reimbursement of the purchase money, inclusive of interests and other expenditures. The
Court emphasized that the attaching party cannot retain any benefit from the sale to the
detriment of the bona fide purchaser. Additionally, the Court found that an ordinary appeal
was not an adequate remedy in this situation, thus justifying the extraordinary remedy of
certiorari.

Doctrine:
The doctrine established in this case emphasizes the right of a bonafide purchaser to
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reimbursement of the purchase money, along with interests and other expenditures, when a
judicial sale is annulled without the purchaser’s fault. Furthermore, it reaffirms that
certiorari is an appropriate remedy when the appeal does not provide a prompt relief from
the injurious effects of an order.

Class Notes:

1. Principle of Reimbursement: In judicial sales, if the sale is annulled without the
purchaser’s fault, the purchaser is entitled to a reimbursement of the purchase money,
alongside interests, improvements, and taxes paid.

2. Certiorari over Appeal: When an ordinary appeal does not offer speedy and adequate
relief, certiorari may be granted even if other legal remedies have not been exhausted.

3. Lien in Judicial Sales: The purchaser at a judicial sale is entitled to a lien on the property
for the repayment of the purchase money and any additional sums expended due to the sale.
4. Jurisdiction over Attached Property: Property under custodia legis remains under the
jurisdiction and responsibility of the court until lawfully disposed of or released.

5. Rights of Bonafide Purchasers: Bonafide purchasers at judicial sales are shielded from the
adverse effects of the subsequent annulment of the sale, to preserve the integrity of judicial
sales.

Historical Background:

This case mirrors the intricate dynamics of maritime law, property rights, and the
procedural complexities inherent in judicial sales and the enforcement of liens and
attachments in Philippine law. It underscores the challenges faced by purchasers of
auctioned assets, especially when multiple legal interests and procedural irregularities
converge. The resolution of this case reaffirms important legal principles in protecting the
rights of bonafide purchasers and ensuring that they are not unjustly prejudiced by the
complexities of legal proceedings.
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