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PANGANIBAN, J.:

We reiterate the familiar doctrine that a free patent obtained through fraud or misrepresentation is void.
Furthermore, the one-year prescriptive period provided in the Public Land Act does not bar the State from asking
for the reversion of property acquired through such means.

Statement of the Case

Before us is a Petition for Review on Certiorari under Rule 45 of the Rules of Court, assailing the November 15,
2000 Decision[1] of the Court of Appeals (CA) in CA-GR CV No. 44568. The decretal portion of the challenged
Decision reads as follows:

“WHEREFORE, the appealed decision is hereby REVERSED, SET ASIDE and RECALLED.”[2]

The Facts

The factual antecedents of the case are summarized by the CA thus:

“On December 28, 1978, [Respondent] Felipe Alejaga, Sr. x x x filed with the District Land Office, Roxas
City, Free Patent Application No. (VI-2) 8442 covering a parcel of land identified as Lot 1, Mli-06-000020-D,
with an area of .3899 hectares, more or less located at Dumolog, Roxas City (Exh. “A”; Exh “9”). It appears
that on December 27, 1978, when the application was executed under oath, Efren L. Recio, Land Inspector,
submitted a report of his investigation and verification of the land to the District Land Office, Bureau of Lands,
City of Roxas. On March 14, 1979, the District Land Officer of Roxas City approved the application and the
issuance of [a] Free Patent to the applicant. On March 16, 1979, the patent was also ordered to be issued and
the patent was forwarded to defendant Register of Deeds, City of Roxas, for registration and issuance of the
corresponding Certificate of Title. Thereafter, Original Certificate of Title No. P-15 Free Patent No. (VI-2)
3358 was issued to [respondent] by defendant Register of Deeds.

“On April 4, 1979, the heirs of Ignacio Arrobang, through counsel in a letter-complaint requested the Director
of Lands, Manila, for an investigation of the District Land Officer, Roxas City, and the Regional Office,
Region VI, Iloilo City, for irregularities in the issuance of the title of a foreshore land in favor of [respondent].
Isagani Cartagena, Supervising Special Investigator, Legal Division, Land Management Bureau (formerly
Bureau of Lands) submitted his Report dated April 17, 1989. The Chief, Legal Division, Land Management
Bureau, Manila, recommended to the Director of Lands appropriate civil proceeding for the cancellation of
Free Patent Title No. (VI-2) 3358 and the corresponding Original Certificate of Title No. P-15 in the name of
[respondent].
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“In the meantime, [respondent] obtained a NACIDA loan under the Cottage Industry Guarantee and Loan
Fund by the defendant Philippine National Bank (hereinafter referred to as PNB) executed in Cebu City in the
amount of P100,000.00 on August 18, 1981. The loan was secured by a real estate mortgage in favor of
defendant PNB. The promissory note of appellant was annotated at the back of the title.

“On April 18, 1990, the government through the Solicitor General instituted an action for
Annulment/Cancellation of Patent and Title and Reversion against [respondent], the PNB of Roxas City and
defendant Register of Deeds of Roxas City covering Free Patent Application (VI-2) 8442 of the parcel of land
with an area of .3899 hectares more or less located at Dumolog, Roxas City.

“On November 17, 1990, while the case is pending hearing, [respondent] died. He was substituted by his wife
Roqueta Alejaga and his children, namely: Everette Alejaga, Lynnette Alejaga, Felipe Alejaga, Jr., Maria Dulla
Alejaga. Roqueta Alejaga, Jennifer Alejaga and Felipe Alejaga III.

x x x x x x x x x

“After hearing, the [trial] court in its dispositive portion decreed as follows:

‘WHEREFORE, judgment is rendered declaring that the approval of Free Patent Application No. 3358 and
issuance of Original Certificate of Title No. P-15 in the name of Felipe Alejaga is by means of fraud hence,
null and void ab initio and the court orders:

‘a) the cancellation of the approval of the application No. (VI-2) 8442 covering Lot No. 1, Mli-06-000020-D
with an area of .3899 hectares, more or less, located at Dumulog, Roxas City;

‘b) the cancellation of Original Certificate of Title No. P-15, Free Patent No. (VI-2) 3358 in the name of
Felipe Alejaga;

‘c) the land covered thereby as above described is reverted to the mass of the public domain;

‘d) the defendants, Heirs of Felipe Alejaga Sr. or defendant, Philippine National Bank, Roxas City Branch, to
surrender the owner’s duplicate copy of above described Original Certificate of Title No. P-15 to the Register
of Deeds (now Registries of Land Titles and Deeds), Roxas City;

‘e) the defendant, Register of Deeds, Roxas City, to cancel Original Certificate of Title No. P-15 and the
owner’s duplicate copy of said title surrendered by above stated defendants;

‘f) defendant’s, Philippine National Bank, cross-claim is dismissed.

“Costs against the defendants Heirs of Felipe, Alejaga, Sr.’”[3]

Ruling of the Court of Appeals

In reversing the RTC, the CA ruled that petitioner failed to prove its allegation that respondents had obtained the
free patent and the Certificate of Title through fraud and misrepresentation.[4] The appellate court likewise held
that, assuming there was misrepresentation or fraud as claimed by petitioner, the action for reversion should have
been brought within one (1) year from the registration of the patent with the Registry of Deeds.[5]

Further, the CA brushed aside as hearsay Isagani Cartagena’s testimony that Land Inspector Efren L. Recio had
not conducted an investigation on the free patent application of Felipe Alejaga Sr.[6] The CA added that petitioner
had failed to support its claim that the lot covered by respondent’s free patent and title was foreshore land.[7]

Hence, this Petition.[8]

Issues

BATAS.org - Philippine Law Library G.R. No. 146030. December 03, 2002

© 2026 batas.org  ·  Philippine Bar Review & Law-School Companion Page 2 of 12

Bar review courses, mock exams and a study planner that keeps you on pace - batas.org



Petitioner raises the following issues for this Court’s consideration:

“I

The Honorable Court of Appeals erred in not finding that the case is already final and executory as against
respondent PNB.

“II

The Court of Appeals erred in not considering that petitioner has proven the allegations to the Complaint.

“III

The Honorable Court of Appeals erred in declaring that the action for reversion is unavailing.”[9]

Simply stated, the issues can be summed up into two: (1) the efficacy of the grant of the free patent and (2) the
indefeasibility of the Certificate of Title issued in consequence thereof.

This Court’s Ruling

The Petition is meritorious.

First Issue:

Efficacy of the Grant

Petitioner argues that it has proven fraud in the issuance of Respondent Alejagas’ free patent and Certificate of
Title.[10] It also avers that Respondent PNB has failed to file a timely Notice of Appeal.

On the other hand, the Alejagas contend that they have acquired a vested right over the parcel of land covered by
OCT No. P-15 by virtue of their proven open, actual, exclusive and undisputed possession of the land for more
than 30 years.[11]

At the outset, we must immediately clarify that the records show receipt by Respondent PNB of a copy of the
Decision on October 27, not on October 3, 1993 as alleged by petitioner.[12] Further, the bank filed its Notice of
Appeal on November 9, 1993, within the 15-day reglementary period.

In addition, we must point out that the essential issue raised in this Petition -- the presence of fraud -- is factual.
As a general rule, this Court does not review factual matters.[13] However, the instant case falls under one of the
exceptions, because the findings of the CA conflict with those of the RTC and with the evidence on record.[14]

We begin our resolution of this issue with the well-settled rule that the party alleging fraud or mistake in a
transaction bears the burden of proof.[15] The circumstances evidencing fraud are as varied as the people who
perpetrate it in each case.[16] It may assume different shapes and forms; it may be committed in as many different
ways.[17] Thus, the law requires that it be established by clear and convincing evidence.[18]

In the case before us, we find that petitioner has adduced a preponderance of evidence before the trial court,
showing manifest fraud in procuring the patent.[19] This Court agrees with the RTC that in obtaining a free patent
over the lot under scrutiny, petitioner had resorted to misrepresentation or fraud, signs of which were[20] ignored
by the Court of Appeals.[21]

First, the issuance of the free patent was not made in accordance with the procedure laid down by Commonwealth
Act No. 141, otherwise known as the Public Land Act.[22] Under Section 91 thereof, an investigation should be
conducted for the purpose of ascertaining whether the material facts set out in the application are true.[23]
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Further, after the filing of the application, the law requires sufficient notice to the municipality and the barrio
where the land is located, in order to give adverse claimants the opportunity to present their claims.[24] Note that
this notice and the verification and investigation of the parcel of land are to be conducted after an application for
free patent has been filed with the Bureau of Lands.

In this case, however, Felipe Alejaga Sr.’s Application for Free Patent[25] was dated and filed on December 28,
1978. On the other hand, the Investigation & Verification Report[26] prepared by Land Inspector Elfren L. Recio
of the District Land Office of the Bureau of Lands of Roxas City was dated December 27, 1978. In that Report, he
stated that he had conducted the “necessary investigation and verification in the presence of the applicant.” Even
if we accept this statement as gospel truth, the violation of the rule cannot be condoned because, obviously, the
required notice to adverse claimants was not served.

Evidently, the filing of the application and the verification and investigation allegedly conducted by Recio were
precipitate and beyond the pale of the Public Land Act.[27] As correctly pointed out by the trial court,
investigation and verification should have been done only after the filing of the application. Hence, it would have
been highly anomalous for Recio to conduct his own investigation and verification on December 27, 1998, a day
before Felipe Alejaga Sr. filed the Application for Free Patent.[28] It must also be noted that while the Alejagas
insist that an investigation was conducted, they do not dispute the fact that it preceded the filing of the
application.[29]

Second, the claim of the Alejagas that an actual investigation was conducted is not sustained by the Verification
& Investigation Report itself, which bears no signature.[30] Their reliance on the presumption of regularity in the
performance of official duty[31] is thus misplaced. Since Recio’s signature does not appear on the December 27,
1978 Report, there can be no presumption that an investigation and verification of the parcel of land was actually
conducted. Strangely, respondents do not proffer any explanation why the Verification & Investigation Report
was not signed by Recio. Even more important and as will later on be explained, this alleged presumption of
regularity -- assuming it ever existed -- is overcome by the evidence presented by petitioner.

Third, the report of Special Investigator Isagani P. Cartagena has not been successfully rebutted. In that report,
Recio supposedly admitted that he had not actually conducted an investigation and ocular inspection of the parcel
of land. Cartagena’s statement on Recio’s alleged admission may be considered as “independently relevant.” A
witness may testify as to the state of mind of another person -- the latter’s knowledge, belief, or good or bad faith
-- and the former’s statements may then be regarded as independently relevant without violating the hearsay
rule.[32]

Thus, because Cartagena took the witness stand and opened himself to cross-examination, the Investigation
Report[33] he had submitted to the director of the Bureau of Lands constitutes part of his testimony. Those
portions of the report that consisted of his personal knowledge, perceptions and conclusions are not hearsay.[34]
On the other hand, the part referring to the statement made by Recio may be considered as independently
relevant.[35]

The doctrine on independently relevant statements holds that conversations communicated to a witness by a third
person may be admitted as proof that, regardless of their truth or falsity, they were actually made. Evidence as to
the making of such statements is not secondary but primary, for in itself it (a) constitutes a fact in issue[36] or (b)
is circumstantially relevant to the existence of such fact.[37]

Since Cartagena’s testimony was based on the report of the investigation he had conducted, his testimony was not
hearsay and was, hence, properly admitted by the trial court.[38]
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Based on the foregoing badges of fraud, we sustain petitioner’s contention that the free patent granted to Felipe
Alejaga Sr. is void.[39] Such fraud is a ground for impugning the validity of the Certificate of Title.[40] The
invalidity of the patent is sufficient basis for nullifying the Certificate of Title issued in consequence thereof, since
the latter is merely evidence of the former.[41] Verily, we must uphold petitioner’s claim that the issuance of the
Alejagas’ patent and title was tainted with fraud.[42]

Second Issue:

Indefeasibility of Title

Petitioner contends that the State has an imprescriptible right to cause the reversion of a piece of property
belonging to the public domain.[43] On the other hand, the Alejagas claim that, pursuant to Section 32 of PD
1529[44] -- otherwise known as the Property Registration Decree -- the one-year period for reversion has already
lapsed.[45] Thus, the State’s Complaint for reversion should be dismissed.

We agree with petitioner.

True, once a patent is registered and the corresponding certificate of title issued, the land covered by them ceases
to be part of the public domain and becomes private property. Further, the Torrens Title issued pursuant to the
patent becomes indefeasible a year after the issuance of the latter.[46] However, this indefeasibility of a title does
not attach to titles secured by fraud and misrepresentation.[47] Well-settled is the doctrine that the registration of
a patent under the Torrens System does not by itself vest title; it merely confirms the registrant’s already existing
one. Verily, registration under the Torrens System is not a mode of acquiring ownership.[48]

Therefore, under Section 101 of Commonwealth Act No. 141,[49] the State -- even after the lapse of one year --
may still bring an action for the reversion to the public domain of land that has been fraudulently granted to
private individuals.[50] Further, this indefeasibility cannot be a bar to an investigation by the State as to how the
title has been acquired, if the purpose of the investigation is to determine whether fraud has in fact been
committed in securing the title.[51]

In the case before us, the indefeasibility of a certificate of title cannot be invoked by the Alejagas, whose forebear
obtained the title by means of fraud.[52] Public policy demands that those who have done so should not be
allowed to benefit from their misdeed.[53] Thus, prescription and laches will not bar actions filed by the State to
recover its own property acquired through fraud by private individuals.[54] This is settled law.[55]

Prohibition Against Alienation

or Encumbrance

Assuming arguendo that the Alejagas’ title was validly issued, there is another basis for the cancellation of the
grant and the reversion of the land to the public domain. Section 118 of Commonwealth Act No. 141[56]
proscribes the encumbrance of a parcel of land acquired under a free patent or homestead within five years from
its grant.[57] The prohibition against any alienation or encumbrance of the land grant is a proviso attached to the
approval of every application.[58]

Further, corporations are expressly forbidden by law to have any right or title to, or interest in, lands that are
granted under free or homestead patents; or any improvements thereon. They are forbidden from enjoying such
right, title or interest, if they have not secured the consent of the grantee and the approval of the secretary of the
Department of Agriculture and Natural Resources; and if such lands are to be devoted to purposes other than
education, charity, or easement of way.[59]

In the case at bar, Free Patent No. (VI-2) 3358[60] was approved and issued on March 14, 1979. Corresponding
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Original Certificate of Title No. P-15[61] was issued on the same date. On August 18, 1981, or two (2) years after
the grant of the free patent, Felipe Alejaga Sr. obtained from Respondent PNB a loan[62] in the amount of
P100,000. Despite the statement on the title certificate itself that the land granted under the free patent shall be
inalienable for five (5) years from the grant, a real estate mortgage was nonetheless constituted on the parcel of
land covered by OCT No. P-15.[63] In his testimony, Gabriel D. Aranas Jr., then Cashier III of respondent bank,
even admitted that the PNB was aware of such restriction.

“COURT You testified Mr. Aranas that you inspected the title also when you credit investigated the loan
applicant Felipe Alejaga and you have personally examined this?

A Yes, your Honor.

COURT Do you conclude that this Original Certificate of Title is a [free] patent?

A Yes, your Honor.

COURT And this [free] patent was granted on March 19, 1979.

A Yes, your honor.

COURT And as such [free] patent it cannot be alienated except [to] the government or within five years from
its issuance?

A Yes, your honor.

COURT Why did you recommend the loan?

A Because it is just a mortgage.”[64]

Thus, the mortgage executed by Respondent Felipe Alejaga Sr. falls squarely within the term encumbrance
proscribed by Section 118 of the Public Land Act.[65] A mortgage constitutes a legal limitation on the estate, and
the foreclosure of the mortgage would necessarily result in the auction of the property.[66]

As early as Pascua v. Talens,[67] we have explained the rationale for the prohibition against the encumbrance of a
homestead -- its lease and mortgage included -- an encumbrance which, by analogy, applies to a free patent. We
ruled as follows:

“It is well-known that the homestead laws were designed to distribute disposable agricultural lots of the State
to land-destitute citizens for their home and cultivation. Pursuant to such benevolent intention the State
prohibits the sale or encumbrance of the homestead (Section 116) within five years after the grant of the
patent.”

Further, an encumbrance on a parcel of land acquired through free patent constitutes sufficient ground for the
nullification of such grant, as provided under Commonwealth Act No. 141, which we quote:

“SEC. 124. Any acquisition, conveyance, alienation, transfer, or other contract made or executed in violation
of any of the provisions of sections one hundred and eighteen, one hundred and twenty, one hundred and
twenty-one, one hundred and twenty-two, and one hundred and twenty-three of this Act shall be unlawful and
null and void from its execution and shall produce the effect of annulling and canceling the grant, title, patent,
or permit originally issued, recognized or confirmed, actually or presumptively, and cause the reversion of the
property and its improvements to the State.”

Mortgage over a parcel of land acquired through a free patent grant nullifies the award and constitutes a cause for
the reversion of the property to the state, as we held in Republic v. Court of Appeals:[68]
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“The foregoing legal provisions clearly proscribe the encumbrance of a parcel of land acquired under a free
patent or homestead within five years from the grant of such patent. Furthermore, such encumbrance results in
the cancellation of the grant and the reversion of the land to the public domain.”[69]

To comply with the condition for the grant of the free patent, within five years from its issuance, Felipe Alejaga
Sr. should not have encumbered the parcel land granted to him. The mortgage he made over the land violated that
condition.[70] Hence, the property must necessarily revert to the public domain, pursuant to Section 124 of the
Public Land Act.

WHEREFORE, the Petition is GRANTED and the assailed Decision SET ASIDE. The Decision of the RTC of
Roxas City (Branch 15) dated October 27, 1993 is REINSTATED. No costs.

SO ORDERED.

Sandoval-Gutierrez, Corona, and Carpio-Morales, JJ., concur.
Puno, (Chairman), J., abroad on official business.
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