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FRANCISCO, J.:

Thisis a Petition for Review on Certiorari of the Resolution of the Court of Appeals (CA) dated June 3, 1992, in
the case docketed as C.A.-G.R. SP No. 23573, entitled Philippine National Bank vs. Hon. Judge of the Regional
Trial Court of Gapan, Nueva Ecija, Branch 34, et. a. In said Resolution, the CA granted private respondent
Nildefonso Montano’s Motion for Reconsideration of its Decision dated September 13, 1991, thereby affirming
the Order of the Regional Trial Court of Gapan, Nueva Ecija, Branch 34, dissolving the Writ of Possession issued
in favor of petitioner Philippine National Bank (PNB).

The facts, as culled from the parties’ pleadings, are as follows:

In 1978, spouses Crisanto de la Cruz and Pepita Montano mortgaged two parcels of land to petitioner PNB for a
loan of Twenty-four Thousand Pesos (P24,000.00). Said parcels of land were covered by Transfer Certificate of
Title No. NT-117562, and more particularly described as:

1. Lot 614-F, Psd 36331 of the Cabiao Cadastre, containing an area of 3,869 square meters, and
2. Lot 614-H, Psd 36331 of Cabiao Cadastre, containing an area of 4,078 square meters.

On October 12, 1984, petitioner PNB extrgjudicialy foreclosed the mortgage and was the only bidder at the
public auction sale. Thus, on the same day, a Certificate of Sale over said lots was issued in favor of PNB; this
fact was subsequently annotated on TCT No. NT-117562 on November 28, 1984.

On September 24, 1986, petitioner PNB filed before the Regional Trial Court of Gapan, Nueva Ecija, Branch 34,
a Petition for the Issuance of a Writ of Possession, alleging therein that by virtue of a foreclosure sale wherein it
purchased the subject properties and due to the mortgagors (spouses Crisanto de la Cruz and Pepita Montano)
failure to redeem the property within a period of one year, it had become the absolute owner of the same and is
entitled to a Writ of Possession. Said petition was granted by the RTC and the writ prayed for was issued on
November 20, 1986.

Before implementation of the writ, herein private respondent Montano filed a Mation for the Dissolution of the
Writ of Possession on December 9, 1986, alleging that (1) he was instituted as tenant on the subject property even
before 1972 by the former owners of the land; (2) the two lots are the subject matters of CAR Case No. 2387
before the Regional Trial Court of Gapan, Nueva Ecija, Branch 36, which he instituted on January 18, 1983
against spouses Crisanto de la Cruz and Pepita Montano; (3) after the foreclosure of the subject land, his
(Montano’s) counsel wrote PNB of the pending case between the mortgagors and private respondent as tenant on
the land; (4) the issuance of said Writ in PNB’s favor would work grave injustice to him and violate his rights
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under P.D. 27, P.D. 36, P.D. 583, and other laws and lega issuances on land reform; (5) he was issued a
certification by the Cabiao-San Isidro Agrarian Reform Team No. 03-04-028 that he is an agricultural lessee in
the subject landholding and another certification that he is an active member of the Samahang Nayon; and (6) in
line with the ruling in “ Clapano vs. Gapultos’ (132 SCRA 429) that possession of property is given to a purchaser
in Extra-Judicial foreclosure unless athird-party is actually holding the property adversely to the judgment debtor,
heisto be considered a“third person”.

After hearing, the RTC granted private respondent Montano’s motion to dissolve the writ of possession in an
Order dated August 28, 1990. Petitioner PNB appealed said Order to this Court, but pursuant to a Resolution
dated November 7, 1990, the case was referred to the CA.

On September 13, 1991, the CA rendered judgment in favor of petitioner PNB. However, said court reversed
itself when, upon motion by private respondent Montano, it issued a Resolution dated June 3, 1993, reconsidering
its Decision and affirming the RTC's Order of August 28, 1990 dissolving the Writ of Possession. Hence, this
petition for Review on Certiorari, wherein petitioner PNB alleges that the decision of the CA is not in accordance
with law and jurisprudence, contending that:

uI

THE COURT OF APPEALS ERRED IN HOLDING THAT PNB’S RIGHT TO A WRIT OF POSSESSION
TO THE LOTS ISPREMATURE BECAUSE PNB ASBUYER ON FORECLOSURE SALE HASNOT YET
CONSOLIDATED ITS TITLE TO THE LOTS WHICH COULD HAVE VESTED UPON IT ABSOLUTE
OWNERSHIP AND POSSESSION. WITHOUT REDEMPTION BY THE MORTGAGORS, ALMOST
EIGHT (8) YEARS ALREADY LAPSED FROM REGISTRATION OF THE CERTIFICATE OF SALE ON
NOVEMBER 12, 1984 TO THE CHALLENGED JUNE 12, 1992 COURT OF APPEALS RESOLUTION.
CONSOLIDATION OF TITLE ISNOT A CONDITION PRECEDENT TO PNB’S RIGHT TO THE WRIT
AS OWNER UNDER ART. 428 AND 429 OF THE CIVIL CODE, REPUBLIC ACT NO. 3135, AS
AMENDED, AND P.D. NO. 385. IT IS THE MINISTERIAL DUTY OF THE COURT TO PUT PNB IN
POSSESSION OF THE LOTS DURING AND AFTER THE REDEMPTION PERIOD.

THE COURT OF APPEALS ERRED IN HOLDING THAT THE SUPERVENING JULY 23, 1991
DECISION IN THE AGRARIAN SUIT (IN RTC GAPAN, BR. 36, CIVIL CASE NO. 2387, FILED BY
MONTANO AGAINST CRISANTO DE LA CRUZ AND PEPITA MONTANO ONLY) ADVERSELY
AFFECTED PNB, AS PROCEEDINGS IN FILE NO. 0058 (IN RTC GAPAN, BRANCH 34), THE
PRECURSOR OF THIS APPEALED CASE, ON INTERVENTION BY MONTANO ON DECEMBER 15,
1986, BECAME ADVERSARIAL, AS ON SAID DATE PNB CANNOT ANYMORE IGNORE
MONTANO’'S ACTUAL POSSESSION OF THE LOTS, AND AS ACTUAL KNOWLEDGE BY PNB OF
MONTANO’'S POSSESSION DECLARED LEGITIMATE AND RIGHTFUL BY SAID DECISION, IS
EQUIVALENT TO REGISTRATION. HAVING RELIED ON TCT NO NT-117562 IN GOOD FAITH AND
FOR VALUE, PNB'S RIGHT TO THE LOTS IS INCONTESTABLE. MONTANO'S TENANCY CLAIM

WHICH DOES NOT APPEAR ON THE TITLE, IS NOT OTHERWISE KNOWN TO PNB ON ITS
OCULAR INSPECTION IN 1978, AND IS BARRED BY LACHES, NEGLIGENCE AND ESTOPPEL.
DESPITE KNOWLEDGE THAT THE LOTS WERE MORTGAGED AND SOLD TO PNB, MONTANO
CONVENIENTLY FAILED TO IMPLEAD THE BANK IN THE AGRARIAN SUIT; PNB ISNOT BOUND
BY THE DECISION IN SAID SUIT; AND IF IN FACT HE WERE A LEGITIMATE TENANT, HIS
RIGHTS CAN BE AMPLY VENTILATED IN A PROPER PROCEEDING. MONTANO’'S STAY ON THE
LOT BEING ILLEGAL, HEISHARDLY ‘THE THIRD PERSON HOLDING THE PROPERTY ADVERSE
TO THE MORTGAGOR'.
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THE COURT OF APPEALS ERRED IN DEPRIVING PNB OF ITS RIGHT AS OWNER TO TAKE
POSSESSION OF THE LOTS AND, VIRTUALLY, TO SELL THE SAME CONTRARY TO THE
CONSTITUTIONAL GUARANTEE OF RIGHT TO PROPERTY (ART. IIl, SEC. 1, 1987
CONSTITUTION). THE SOCIAL JUSTICE PROVISION OF THE 1987 CONSTITUTION CITED BY THE
COURT OF APPEALSISNOT APPLICABLE.”

Private respondent Montano, on the other hand, argued in his Comment that even the jurisprudence cited by
petitioner PNB states that the writ of possession will issue only after confirmation of title (F. David Enterprises v.
Insular Bank, 191 SCRA 516; GSIS vs. Court of Appeals, 145 SCRA 341) or during the redemption period
provided a proper motion has been filed, a bond approved, and there is no third person involved (Banco Filipino
Savings and Mortgage Bank vs. IAC, 142 SCRA 46; PNB vs. Midpantao Adil, 118 SCRA 110). He likewise
acknowledged petitioner PNB as the owner of the subject land, but asserted that he (Montano) remains to be its
lawful possessor as tenant of the landholding who has been given security of tenure by existing laws.

Later, in its Reply to private respondent Montano’s Comment, petitioner PNB manifested that it has consolidated
its title over the land and a new Transfer Certificate of Title has been issued in its name. Hence, the defect of
prematurity has been cured, and there exists no obstacle to the issuance of a Writ of Possession in itsfavor.

We find the petition devoid of merit.

Granting that petitioner PNB’ s title over the subject property has been consolidated or confirmed in its favor, it is
still not entitled to a writ of possession, as the same may be issued in extrajudicial foreclosure of rea estate
mortgage only if the debtor is in possession and no third person had intervened.[1] Such requisite is evidently
lacking in the case at bar, as it has been established that private respondent Montano has been in possession and
finally adjudged as the tenant on the landholding in question.

It is aso the erroneous belief of petitioner PNB that the decision in the agrarian case is being enforced against it,
and so contends that as it was not impleaded as party in the agrarian suit, the judgment therein cannot affect
petitioner PNB. The CA merely stated that "the rendition of the decision in the CAR case is a supervening event
which proves that Nildefonso Montano is indeed a tenant of the landholding.” No pronouncement was made
whatsoever as to whether CAR decision is binding on petitioner PNB, but merely considered said CAR decision
as evidence in support of private respondent Montano’s allegation that he is a tenant on the landholding in
question.

Moreover, even if petitioner PNB had not been impleaded as party defendant in the agrarian suit, Sec. 49 (b), Rule
39 of the Rules of Court provides that the judgment, with respect to the matter directly adjudged therein, is
conclusive between the parties and their successors in interest by title subsequent to the commencement of the
action. The mortgage was extrgjudicially foreclosed only on October 12, 1984, the Certificate of Sale in favor of
petitioner issued on the same day, and registered on November 28, 1984, while the agrarian case was instituted on
January 18, 1983, prior to the levy; hence, petitioner took title to the subject property subsequent to the
commencement of the action. The judgment in the agrarian suit, therefore, is conclusive upon petitioner PNB.

Petitioner PNB further insists that as absolute owner of the properties, under Art. 428 and 429 of the New Civil
Code, it has the right to possess and dispose of the same. These very provisions cited, however, show that the
exercise of the rights of ownership are subject to limitations that may be imposed by law. In the instant case, the
Tenancy Act and P.D. 27 have imposed limitations on petitioner PNB’s exercise of the rights of ownership. This
has been discussed at length in this Court’s Decision in the case of “ Tanpingco vs. IAC,”[2] where we held that:
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“Under Art. 428 of the Civil Code, the owner has the right to dispose of a thing without other limitations than
those established by law. As an incident of ownership, therefore, there is nothing to prevent a landowner form
donating his naked title to the land. However, the new owner must respect the rights of the tenant. Sec. 7 of
R.A. No. 3844, as amended (Code of Agrarian Reforms of the Philippines) gives the agricultural lessee the
right to work on the landholding once the leasehold relationship is established.

XXXXXXXXX

“[S]ecurity of tenureisalegal concession to agricultural lessees which they value as life itself and deprivation
of their landholdings is tantamount to deprivation of their only means of livelihood. Also, under Sec. 10 of the
same Act, the law explicitly provides that the leasehold relation is not extinguished by the alienation or transfer
of legal possession of the landholding.” (Underscoring ours)

This doctrine has been reiterated in “Endaya vs. Court of Appeals’,[3] where this Court further held that the
agricultural lessee’s rights are enforceable against the transferee or the landowner’s successor-in-interest.
Therefore, as the adjudged legitimate tenant on the land in question, private respondent Montano may enforce his
right of possession against petitioner PNB, whose contention that private respondent Montano is illegaly
occupying the property lacks basisin fact and in law.

Petitioner PNB may not, by way of defense, argue that its right over the land is superior to private respondent
Montano’s claim on the subject properties since the agricultural lease was not annotated on the Transfer
Certificate of Title and, therefore, it dealt with the properties in good faith. Even if the fact of tenancy had not
been reflected on the title, petitioner PNB admitted that before they consented to the mortgage, an ocular
inspection was conducted on the landholding on the occasion of which, petitioner PNB’s Credit Investigator
aready found private respondent Montano staying on the land and even interviewed the latter. In answer to the
guestions propounded by said Investigator, private respondent Montano allegedly said that he had been alowed to
stay on the property in question because he was gjected from the adjacent parcel of land which he used to till. The
land being an agricultural one, and considering the ocular inspection conducted sometime in 1978 when P.D. 27
had been in effect for some time, petitioner PNB’ s suspicion that the land was tenanted should have been aroused
by the existence of afarmer on the land other than the mortgagors themselves. It cannot be denied, therefore, that
petitioner PNB had been put on notice by its actual knowledge of another person possessing the land, no matter
what the given reason may have been for private respondent Montano’ s occupancy of the propertiesin question.

Furthermore, as purchaser at a public auction, petitioner PNB was only substituted to and acquired the right, title,
interest and claim of the judgment debtor or mortgagor to the property as of the time of the levy.[4] In this case,
the only remaining right of the mortgagors (spouses Crisanto de la Cruz and Pepita Montano) at the time of levy is
the right to be paid a reasonable price for the land they owned as mandated by P.D. 27. That is the only right
which petitioner PNB acquired as the new absolute owner of the land.

From the foregoing, it is evident that petitioner PNB is not entitled to a Writ of Possession, as possession of the
land in question has been granted by law to private respondent Montano as tenant of subject landholding.

WHEREFORE, premises considered, judgment is hereby rendered DENYING the petition. Costs against
petitioner.
SO ORDERED.

Narvasa, C.J., (Chairman), Melo, and Panganiban, JJ., concur.
Davide, Jr., J., did not take part in the deliberation; was on sick leave.

[1] Gatchalian vs. Arlegui, L-41360, February 17, 1997.
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[2] G.R. No. 76225, 207 SCRA 652 (1992).
[3] G.R. No. 88113, 215 SCRA 109 (1992).
[4] Sec. 35, Rule 39 of the Rules of Court.
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